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P/C Insurance Industry Highlights

P/C Insurers: Financially Strong Despite Record CATSs
Pricing and capacity trends (primary and reinsurance)
CAT update

Financial Market Pressures:
Rising interest rates=>Rising volatility

Strengthening Growth Opportunities in 2018
Drivers of Commercial Lines Growth: Price, Exposure

The Economy and Impacts of “Trumponomics”

The Future Is More Evolution than Revolution with Many
Growth Opportunities for Insurers

Solving the Industry’s “Talent Crisis”



P/C Insurance Industry

Financial Overview

CATS, Non-CAT Underwriting Losses
Impacted Insurer Balance Sheets

Industry Remains Strong



P/C Industry Net Income After Taxes
1991-2017E
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*ROE figures are GAAP; 1Return on avg. surplus. Excluding Mortgage & Financial Guaranty insurers yields a 8.2% ROAS in 2014, 9.8% ROAS in 2013,

6.2% ROAS in 2012, 4.7% ROAS for 2011, 7.6% for 2010 and 7.4% for 2009; 2016E is annualized figure based actual figure through Q3 of $31.8B.
Sources: A.M. Best, ISO; USC RUM Center estimate (2017 based on actual NIAT of $22.352 though Q3 and ROAS of 4.2%).



Profitability Peaks & Troughs in the P/C
Insurance Industry, 1975 — 2017E

ROE
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ROEs in 2017 plunged to
their lowest levels since
2001 and 9/11. This creates
extreme pricing pressure.
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*Est. for 2017 based on actual ROAS of 4.45 through Q2; Profitability = P/C insurer ROEs. 2011-16 figures are estimates based
on ROAS data. Note: Data for 2008-2014 exclude mortgage and financial guaranty insurers.
Source: NAIC, ISO, A.M. Best, Conning, USC RUM Center estimates.



ROE: Property/Casualty Insurance by
Major Event, 1987-2017E

(Percent)
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P/C Profitability Is Harvey
Influenced Both by Katrina, Irma,

Cyclicality and Volatility Sl UG Maria,
Wildfires

Lowest CAT
Losses in 4 Hurricanes

15 Years

Andrew,
Iniki Record
Tornado

Losses
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*2017 Estimate based on actual ROAS through Q3 of 4.2% with USC Center for Risk and Uncertainty Management
estimate for the full year.
Excludes Mortgage & Financial Guarantee in 2008 — 2014.

Sources: ISO, Fortune; USC RUM Center.



P/C Insurance Industry
Combined Ratio, 2001-2017:Q3*

Heavy Use of

As Recently as 2001, Reinsurance Relatively H'C?:_I?r
Insurers Paid Out Lowered Net LLOW CAT ocene
Nearly $1.16 for Every Losses 0Sse€s, Sses,
$1in Earned Reserve Shrinking
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More
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Best
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1949 (87.6) , ,
101.0 101.1
99.3

95.7
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* Excludes Mortgage & Financial Guaranty insurers 2008--2014. Including M&FG, 2008=105.1, 2009=100.7, 2010=102.4, 2011=108.1; 2012:=103.2;
2013: =96.1; 2014: = 97.0.; 2017 (est.) based on actual 104.1 through Q3 (Q3 combined ratio alone was 110.7).

Sources: A.M. Best, ISO (2014-2015); Figure for 2010-2013 is from A.M. Best P&C Review and Preview, Feb. 16, 2016.



Commercial Lines Combi
1990-2017F*
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Commercial lines underwriting
performance deteriorated
materially in 2017 as record CATSs.
diminishing prior year reserves,
rising loss cost trends and pricing
pressure in some lines are

pushing combined ratios higher
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*2007-2012, 2017 figures exclude mortgage and financial guaranty segments. 17E = actual 9 mo. YTD figure of 106.2.

Source: A.M. Best (1990-2016); ISO (2017E).



Policyholder Surplus,
2006:0Q4-2017:Q3

($ Billions)
o o <
o ~ O
Drop due to near-record e T T
$700 - 2011 CAT losses <8 §EE RS
vg 8 8 e 8 3
< 8
$650 A ~ S8
R 4
n @ 3 8
< N o 88
$600 A §§ = “’E z § 3
o) n <9 3 s
$5501 _ 3§ = 8
— o @ 9
g%“’ - Surplus (Capacny)asof
$500 3 9/30/17 reached a new record
of $719.4B despite record
$450 A CAT losses
$4OO_<I‘H(\I(‘OQ‘HN(‘OQ‘HNMQ‘HN(‘OQ‘HNMVHN(‘OQ‘HNMQ‘HN(‘OQ‘NQ‘HQ‘NQ‘
o oooQoQ0QQCQQ°CQCCQCYQCQCYCQCQCYCQCYCCQOCCQOYCQCQDCDCQCOPYDCQCQOYDQCODTCQCDCQCDCQODCQCDCQODQCCQCOCO
(o] ~ I~ I~ I~ @ ©® 0O W O o o o O O O O — - = «=€ N « N N O MO MO O < < << <5 0 N O O N~ ~
o O O O O O O o o o o o o -« I - L T B B B | — - I - - L I | — L R B |

2010:Q1 data includes $22.5B of
paid-in capital from a holding
company parent for one insurer’s
investment in a non-insurance

Capacity/Capital “shocks” typically do not

on their own drive a sustained firming of
business . the pricing environment

Sources: ISO, A.M .Best; 2018 estimate from
the Center for Risk and Uncertainty
Management, University of South Carolina.



Catastrophe Loss Update:

Major Driver of Rate Pressure

2017 Was One of the Costliest Years Ever
for US Insurers

Hurricanes Harvey, Irma and Maria,
California Wildfires Exact a Huge Toll



U.S. Insured Catastrophe Losses,
1989 — 2017 YTD*

($ Billions, $ 2015)
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*As of Nov. 14, 2017. Stated in 2017 dollars. Excludes NFIP losses.

Note: 2001 figure includes $20.3B for 9/11 losses reported through 12/31/01 ($25.9B 2011 dollars). Includes only business and personal property
claims, business interruption and auto claims. Non-prop/Bl losses = $12.2B ($15.6B in 2011 dollars.)

Sources: Property Claims Service/ISO; Insurance Information Institute. 12



Top 10 US Catastrophe Losses of 2017,
by Insured Loss

(Insured Losses, 2017 Dollars, $ Billions)*

YTD insured CAT losses in the
US totaled $72 billion by late
2017, the second costliest year

S0l Not all insured on record, led by Hurricanes
losses in 2017 )
were due to Maria, Irma and Harvey
$20 - hurricanes.
More than $15B
In other losses
$15 1 B
coast-to-coast.
$10 A
$5 -
$0 - : — : - - ;
June Hailstorm  March Storms February March Storms  March Storms  May Colorado California Hurricane Hurricane Irma Hurricane Maria
Storms Storm Wildfires Harvey

*As of Nov. 14, 2017.
Sources: PCS; Insurance Insider: http://www.insuranceinsider.com/-1270818/9. 13
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Top 18 Most Costly Disasters
In U.S. History—Katrina Still Ranks #1

(Insured Losses, 2017 Dollars, $ Billions)*

Harvey, Irma and Maria
combined caused an

$60 A : : :
estimated $55B in privately BT
$50 1 Insured losses in the US
3407 Includes Inclu_des
$30 1 BIEEI - W\ N E]é)rpﬁllgr&,oMO, $25.3 $26.0 $27.1
tornado $18.0 $19.8 $21.9
$20 - $14.0 $15.9 '
$11.7 >
$10 {59 $60 $7.1 $75 $7.9 983 $9.3 $9.7
$0

Jeanne Frances Rita  TornadoeTornadoe Hugo van Charley Wilma ke Harvey Irma Sandy Maria Northridge 9/11  Andrew Katrina
(2004) (2004) (2005)  s/T- s/T-  (1989) (2004) (2004) (2005) (2008) (2017) (2017) (2012) (2017) (1994) (2001) (1992) (2005)
Storms  Storms

15 of the 18 Most Expensive Insurance Events in US

History Have Occurred Since 2004—3 of those in 2017

*2017 values are as of Nov. 14, 2017.
Sources: PCS, RMS, Karen Clark & Co; USC Center for Risk and Uncertainty Management adjustments to 2017 dollars using the CPI. 14



Inflation Adjusted U.S. Catastrophe
Losses by Cause of Loss, 1997-2016%

Other Wind/Hail/Flood (3)

$29.7 Fires (4), $8.4
L dOR Ml Insured cat losses
from 1997-2016

totaled $421.2B, an

Winter storm

losses were much Terrorism, $25.0

above average in
2014/15 pushing
this share up

average of $21.1B
per year or $1.76B
per month

Winter Storms, $28.2

Hurricanes & Tropical Storms,
$161.1

CAT losses is _
rising _ Wind losses, by far,
cause the most

catastrophe losses,
even if hurricanes/TS
are excluded.

Events Involving
Tornadoes (2), $168.1

Catastrophes are defined as events causing direct insured losses to property of $25 million or more in 2016 dollars.

Excludes snow.
Does not include NFIP flood losses

Includes wildland fires
Includes civil disorders, water damage, utility disruptions and non-property losses such as those covered by workers compensation.

ource: ISO’s Property Claim Services Unit. 15
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US Property Catastrophe Rate-on-Line
Index: 1990 — 2018*

(Percent)

2017 will likely lead US
300 - reinsurance prices in

2018 to increase
_ Post Katrina,
250 Rita, Wilma
period
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US Reinsurance Pricing Is Sensitive to CAT Activity and Ultimately Impacts

Primary Insurance Pricing, Terms and Conditions

*As of January 1 each year. 2018 is a full-year estimate (Barclay’s Capital).
Source: Guy Carpenter; Artimes.bm accessed at: http://www.artemis.bm/indices/regional-property-cat-rate-on-line-index.html
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INVESTMENTS:
THE NEW REALITY

Investment Performance is a Key
Driver of Insurer Profitability

The “Trump Bump” Has Lifted
Stock Markets and Interest Rates

Will the Gains Help Insurers?
e



S&P 500 Index Returns, 1950 — 2018*

Annual Return Stock markets rose sharply following the 2016 election
60% and continued to rise throughout 2017 and early 2018
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30% \
20%

10% *
0%
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*Through May 7, 2018.
Source: NYU Stern School of Business: http://pages.stern.nyu.edu/~adamodar/New Home Page/datafile/histretSP.html Ins. Info. Inst.
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Property/Casualty Insurance Industry
Investment Income: 2000-201/E*

($ Billions) ,
$60 - 2017E were still ~14% below
their 2007 pre-crisis peak
$54.6
$52.3 $51.2
$49.5 $49.2

$50 1 $48.0

$47.1$47.6 $47.3 oy $AT.2 gy 2 $47.2
$40 -338.9 $38.7 $39:6

$37.1 $36.7
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Due to persistently low interest rates, investment income fell in
2012, 2013 and 2014 but showed a small (1.7%) increase in 2015—

though 2016 experienced another decline. Up ~2% in 2017.

! Investment gains consist primarily of interest and stock dividends. Sources: 1ISO; Insurance Information Institute.
*2017 estimate based on annualized $35.4B actual figure through Q3 2017.



U.S. Treasury Security Yields:
A Long Downward Trend, 1990-2018*

9%

8%

7%

6%

5%

4%

3%

2%

1%

0%

Yields on 10-Year U.S. Treasury
Notes have been essentially
below 5% for more than a decade.

Recession
— -+ —2-YrYield
— 10-Yr Yield

Late 2016 “ Trump
Bump” in the
aftermath of the
2016 election—
shrank in 2017—
but rates are

again on the rise
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Since roughly 80% of P/C bond/cash investments are in 10-year or shorter durations,

most P/C insurer portfolios will have low-yielding bonds for years to come.

*Monthly, constant maturity, nominal rates, through Apr. 2018.

Sources: Federal Reserve Bank at http://www.federalreserve.qgov/releases/h15/data.htm. National Bureau of Economic Research
(recession dates); Insurance Information Institute.
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Net Investment Yield on Property/ Casualty
Insurance Invested Assets, 2007—-2017E*

(Percent)
5.0 -

45 4 BP from pre-crisis levels
4.0 -
3.5 -

3.0 A

2.5 H
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The yield on invested assets remains low relative to pre-crisis yields. Fed
rate increases beginning in late 2015 have pushed up some yields, albeit

guite modestly. Shrinking of Fed’s balance sheet should help too in 2018
and beyond.

Sources: NAIC data, sourced from S&P Global Market Intelligence; 2017estimate is based on ISO data through Q3 2017.



P/C Insurer Investment Yields:
Lowest in Half a Century

Yield on average cash and investment assets,%
% Change

9

Average yields in 2016
dropped to 3.1%, their lowest
level since the mid-1960s
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P/C Insurance Growth
Overview and Outlook

Drivers of Growth 1n 2018

Economic Growth Fuels Exposure &
Record CAT Losses Are Pressuring Rates

Price Competition Remains Rational



Net Premium Growth (All P/C Lines):
Annual Change, 1971—2018F

(Percent)
1975-78 1984-87 2000-03
25% 1 Net Written Premiums Fell
0.7% in 2007 (First Decline
Since 1943) by 2.0% in 2008,
20% - and 4.2% in 2009, the First 3-
Year Decline Since 1930-33.
% - Outlook
15% S 2014: 4.2
. 0}
2017E: 4.1% 2013: 4.4%
10% - 2018F: 4.5% 2012: +4.2%
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*Q3:2017 over Q3:2016. Shaded area t market” periods
Sources: A.M. Best (1971-2013), ISO (2014-16). 31



Y-0-Y Growth Rates, Direct Premiums
Written, Commercial vs. Personal Lines,

2012Q4 - 2017Q3 Personal Lines

growth is more
7% than 3 times

that of
6% A A N— Commercial
DAY AN =
5% / —
4% — _
‘,/ / \ —&— Personal Lines
3% v / k /\\ __|=#—Commercial Lines
2% Yﬂ\ =
1%

O% T T T T T T T T T T T T T T T T T lv T

Since 2014, personal lines Direct Premiums Written have generally grown

h

12:Q1
12:Q2
12:Q3
12:Q4
13:Q1
13:Q2
13:Q3
13:Q4
14:Q1
14:Q2
14:Q3
14:Q4
15:Q1
15:Q2
15:Q3
15:Q4
16:Q1
16:Q2
16:Q3
16:Q4
17:Q1
17:Q2
17:Q3

faster than commercial lines DPW, and that growth has been less volatile.

Sources: NAIC, via SNL Financial; ISO; Insurance Information Institute calculations.



Growth in Net Written Premium: Personal
vs. Commercial, 2015 - 2017E

Annual
Change Commercial lines
in NWP growth has been 2015 @ 2016 2017

exceedingly weak
but may be
Improving

7% A
6%
5%
4% A
3%
2%
1% -
0% +
-1% A

-2% - -1.4%
Personal Lines Diversified Commercial Lines All Insurers
Predominating Predominating

The divergence in growth between personal and commercial lines

IS large and has been expanding rapidly

*2017 is an estimate based on actual data through Q3:2017.
Source: 1SO. 33



2016: Components of Commercial DWP

Growth

5.0%

EXPOSURE,
4.1%

4.0%

3.0%0

2.0%

1.0%0

0.0%

-1.0%0

-2.0%0

mEXPOSURE

Source: Verisk Insurance Solutions.

RATE, -1.0%6

Commercial Market

B RATE

DWP, 3.1%

DWP

M Direct Written Premium

(DWP) in US lines
covered by ISO
MarketStance grew 3.1
percent in 2016

Soft market conditions
counteracted moderate
4.1 percent exposure
growth

B Anecdotal evidence:

Insureds spent rate
reductions on
new/broader coverages
(CIAB, 2017).



M&A Trends

Consolidation Among P&C
(Re)lnsurers and Within
Distribution Channels Will Likely
Continue at a Modest Pace



U.S. INSURANCE MERGERS AND ACQUISITIONS,
P/C SECTOR, 1994-2017 (1)

($ Millions) M&A activity in the P/C
sector in 2015 totaled
$40B, its highest level

Axa/XL: $15.3B

$60,000 - 55,825 since 2000, but fell - 140
sharply in 2016/17 in
dollar terms
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(1) Includes transactions where a U.S. company was the acquirer and/or the target.

Source: Conning proprietary database.



U.S. INSURANCE MERGERS AND ACQUISITIONS,
DISTRIBUTION, 1996-2016 (1)

($ Millions) M&A activity in the
Distribution sector in 2016
$60,000 - ] totaled $4.2B, a steep (73.5%)
5] drop from $18.7B in 2015
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(1) Includes transactions where a U.S. company was the acquirer and/or the target.

Source: Conning proprietary database.
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Commercial Lines Growth,
Underwriting Performance

& Pricing Cyclicality

Cyclicality in Growth, Price Are the Norm
Rising Rates Are a Normal Part of
Adjustment Process




Commercial Lines NPW Premium Growth:
1975 — 2017E

Commercial

lines premium
growth has
been sluggish
ROE Commercial lines is prone to for yea?r%,
35% far more cyclical volatility that reflecting weak
personal lines. envlfi)rrgcr:rr:]gem
30% Large.
underwriting
25% losses will
necessarily
pressure rates
20% 1 upward in 2018

1988_—2000:
15% Period of

inter-cycle
stability

10%

5%

0%

-50p |

-10% |

-15%

Note: Data include state funds beginning in 1998.
Source: A.M. Best; Insurance Information Institute. 2017 estimate: Univ. of South Carolina Center for Risk and Uncertainty Management, ISO.



CIAB: Average Commercial Rate Change,
All Lines, 2011:Q1-2017:Q4*, 2018F

First Increase in 13 Quarters

(Percent) Commercial programs have generally
0 renewed downwards since late 2014, but will
9% likely move to positive renewals in 2018, just
as they did following large CAT losses in
2011-2012
4%
-1%
-6%

Renewals turned
positive in late 2011
11% in the wake of

record tornado 2017’s poor results

losses and may exert enough
Hurricane Sandy pressure on markets
-16% to push overall rates

up by +1% in 2018
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*Latest available.
Note: CIAB data cited here are based on a survey. Rate changes earned by individual insurers can and do vary, potentially substantially.

Source: Council of Insurance Agents & Brokers; Center for Risk and Uncertainty Management, Univ. of South Carolina. 42



Change in Commercial Rate Renewals,
by Account Size: 1999:0Q4 to 2017:Q4

Percentage Change (%)

Pricing turned Pricing turned slightly
30% - 001:C positive in positive In Q4:2017,
/ 128504 Q3:2011, the first following 3 years of
A ' increase in nearly decreases
1 8 years but
20% ' turned negative
again by late 2014
10%
i
0%
-10%
-20%
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Note: CIAB data cited here are based on a survey. Rate changes earned by individual insurers can and do vary, potentially substantially.
Source: Council of Insurance Agents and Brokers; Barclay’s Capital; Insurance Information Institute.
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Change in Commercial Rate Renewals,
by Line: 2017:Q4

Percentage Change (%) rnewal in201

Commercial Property,
Business Interruption

8.0% - will need to reflect
record CAT losses and
6.0% - pressure from
reinsurance markets
4.0% A
2.4%
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Note: CIAB data cited here are based on a survey. Rate changes earned by individual insurers can and do vary, potentially substantially.
Source: Council of Insurance Agents and Brokers; USC Center for Risk and Uncertainty Management. 44



Commercial Lines with Largest
Demand Increase: 2017:Q4 vs. Q3

Percentage Indicating Increase

Cyber is seeing the largest
Increases in demand,
followed by flood

81%
74%
64%
46% 46%
41%
34%
3% 3% 0% 0%
20%

Cyber Fload Comm’l Property Cormm] futo Emnl Practice Const' Risks

Note: CIAB data cited here are based on a survey. Rate changes earned by individual insurers can and do vary, potentially substantially.
Source: Council of Insurance Agents and Brokers; USC Center for Risk and Uncertainty Management. 45



Claims Increase by Top Commercial Lines,
2017:0Q4 vs. Q3

B Q32017 Q4 2017

High CAT losses
pushed Commercial

Property and Business
60% 61% Interruption claims
7% 8% upward in late 2017

- 51%
= 50%
&
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E
-
"; 34%
@ 0% AN%
i
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| I ]
=
=
=
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=
E
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L=
=
i
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&
L
o
“lood Comml Aute Cormm'l Property Business Cyber

Interruption

Note: CIAB data cited here are based on a survey. Rate changes earned by individual insurers can and do vary, potentially substantially.
Source: Council of Insurance Agents and Brokers; USC Center for Risk and Uncertainty Management.
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Commercial Auto Combined Ratio:
1993-2017F
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Commercial Auto Results Are Challenged as Rate Gains Have

Yet to Fully Offset Adverse Frequency and Severity Trends

Sources: A.M. Best (1990-2015); Insurance Information Institute. (2015E-2017F).
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D&O Pressure: Number of Federal
Securities Class Actions, 2013 — 2017*

Number of Class Actions

400 actions is rising
350 sharply, putting

pressure on D&O
300 coverage

250

200

150

100

50

2013 2014 2015 2016 2017

*As of Nov. 16, 2017.
Source: Stanford University Law School: http://securities.stanford.edu/
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Workers Comp Spotlight

Underwriting Results Remain
Strong

Exposure Outlook Is Outstanding
as Job Growth Continues and
Wage Gains Accelerate



Workers Compensation Combined
Ratio: 1994-2016P

WC results have

130 - ~ improved markedly
— since 2011
125 ~ N N
® o - o o
1291 S =l ° 99
— - © S -
S = ; N~ n 92 =
b o 2 - S o s 3
105 19 S 3 S n = =
100 A > =2 o Q
< <
95 - o o
90 ~

94 95 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16P

Workers Comp Is an Example of a Line that Was

Recently Restored to Health Through the Return
of Rate Adequacy

Sources: A.M. Best (1994-2009); NCCI (2010-2016P) and are for private carriers only..
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Workers Compensation Premium:
Flat in 2016 After 5 Years of Increase

Net Written Premium

$ Billions

50 m State Funds ($ B)

47.8
46.5 465
. | 443 440255455
® Private Carriers ($ B) 42.3 4
39.3 39.5
40 37.7 36.4
35.335.7, .35.4 '
34.3%7% 34 6 34.633 8
32.1
30.128 . 28.6
30 ~26.9 '
20 37.8 Of37.6 3 3 &
347 33.8 ho 35.
31.0831. 9. gi30. bg. Dg. 31. 30.3p :
26.3p5 p5. 0261
: b3, 5

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 15

p Preliminary

1.8
4.2 !

10 ¥+ Pvt. Carrier NWP growth was
0% in 2016, +2.9% in 2015,

+4.3% in 2014, +5.1% in 2013

and 8.7% in 2012

0

Source: NCCI from Annual Statement Data.
Includes state insurance fund data for the following states: AZ, CA, CO, Hl, ID, KY, LA, MD, MO, MT, NM, OK, OR, RI, TX, UT.
Each calendar year total for State Funds includes all funds operating as a state fund that year.



2016 Workers Compensation Direct Written
Premium Growth, by State*

PRIVATE CARRIERS: Overall 2016 Growth = +1.0%

While growth rates
varied widely,
overall growth for
private carriers was
up very slightly in

*Excludes monopolistic fund states (in gray): OH, ND, WA and WY.
Source: NCCI. 54



THE ECONOMY

The Strength of the Economy Will Greatly
Influence Growth in Insurers’ Exposure
Base Across Most Lines

How Is “Trumponomics” Impacting
the Industry?



Awakening America’s

“Animal Spirits”

Economic Policy and the
Insurance Industry

Consumer and Business
Confidence Are Key



Animal Spirits:
Unleashed from the Oval Office?

Donald J. Trump @ @realDonaldTrump - Nov 3 , ~ Donald J. Trump @ @realDonaldTrump - Nov 30 ~
JOBS, JOBS, JOBS! Qur FIFTH 1K milestone of 2017! '

#DOW24K #MAGA

OCTOBER JOBS REPORT

Donald J. Trump & @realDonaldTrump - 4h

@ With the great vote on Cutting Taxes, this could be a big day for the Stock Market
- and YOU!

—

O 13K 1 16K

Donald J. Trump @ @realDor
Economy growing! Excluding

growth would have been 3.9%

QO o2k 11 sk O3k M

Stock market at a new high, u

P bl st i sy o i AULUNIFLIONIVIEN IO UNUEN | nUMP

| » Toyota, Mazda building $1.6B plant

» FoxConn spending $10B on WI factory
{ » More than 1M jobs added last 6 mths

¢ » Jobless claims at lowest pt in 28 years

US economy expande at b}‘i‘sk 33

pct. pace in third quarter
Gex Tlim Qax © Source: https://twitter.com/realDonaldTrump



https://twitter.com/realDonaldTrump

Animal Spirits:

Unleashed from the Oval Office?

Donald J. Trump L @realDonaldTrump - Jan 11 ~
More great news as a result of historical Tax Cuts and Reform: Fiat Chrysler
announces plan to invest more than $1 BILLION in Michigan plant, relocating their

heavy-truck production from Mexico to Michigan, adding 2,500 new jobs and
paying $2,000 bonus to U.S. employees!

[| FIAT CHRYSLER (
23.41

sreaxive | FIAT CHRYSLER TO INVEST MORE
- cit-F1B-tIN-MICHIGAN-PLANT

0-19/1:67° “ERPF

QO sk 11 sk O etk M

Donald J. Trump & @realDonaldTrump - Jan 11 L 4 2
Small Business Poll has highest approval numbers in the polls history. All business
is just at the beginning of something really special!

Donald J. Trump & @realDonaldTrump - Jan 10

@ Cutting taxes and simplifying regulations makes America the place to invest!
Great news as Toyota and Mazda announce they are bringing 4.000 JOBS and
investing $1.6 BILLION in Alabama, helping to further grow our economy!

TOYOTA & MAZDA SAID TO BUILD §1.6B
PLANT IN-ALABAMA CREATE 4K JOBS— | &Marning:

b PSS

Q72 Tk O ek M
Donald J. Trump @ @realDonaldTrump « Jan 11 ,’ W

Great news, as a result of our TAX CUTS & JOBS ACT!

WEEKLY JOBLESS CLAIMS:

BREAKING
TNEWS 281 (ACT) VE 245K (EST)

BlLodeRSS)) 72

rErMomingsManta

L]

’ 26M views

TAX CUTS AND JOBS ACT = MORE GREAT RESULTS!

Donald J. Trump & @realDonaldTrump - May 4 W
JUST OUT: 3.59% Unemployment. 4% is Broken! [n the meantime, WITCH HUMT!

oz T 3K o13ek [

Q) 11K 170 23K O s M

Source: https://twitter.com/realDonaldTrump 62
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US Real GDP Growth*

guarters of 3%+

GDP growth
Real GDP The Q4:2008 decline was since 2014
Growth (%) the steepest since the
Q1:1982 drop of 6.8%
e o3
5% 3 oS SY s o IR RES e
TN SEOL 28 JoeiBoaanh e
39 - Eﬁm Nﬁ NNNN§§% «ig N NN
1% - =
104
1% §
-3% - RREEER <
504 began in 2018 GDP forecasts were
RSl Dec, 2007 revised upwards by ~0.4%
7% - due to tax reform, but
effects wane in 2019

-9% -

o

ANNT AN, THANOT AN
o0 00

o

0000@03@@00
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2001
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2003
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2005
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10
10:4
111
11:2
11:3
11:4
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12:3
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13:1
13:2
13:3
13:4
14:1
14:2
14:3
14

Demand for Insurance Should Increase in 2018-19 as GDP Growth

Continues at a Steady and Perhaps Accelerating Pace and Gradually
Benefits the Economy Broadly

* Estimates/Forecasts from Blue Chip Economic Indicators.
Source: US Department of Commerce, Blue Economic Indicators 5/18; Center for Risk and Uncertainty Management,
Univ. of South Carolina
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The Economy Drives P/C Insurance
Industry Premiums: 2006:Q1 — 2017:Q2

Direct Premium Growth (All P/C Lines) vs. Nominal GDP: Quarterly Y-0-Y Pct. Change

12%

9%

6%

3%

0%

-3%

-6%

/\ —DWP y-0-y change  —y-0-y nominal GDP growth

NN
o O
o O
o O
Q O
PoW

Direct Written Premiums track Nominal GDP—not quarter by quarter but

T0:2002
€0:200¢
TO:1800¢
€0:800¢
TO:TTOZ
€0:TTOC
TO:2T0Z
€0:2T0¢
TOIETOC
€0:e102
TO¥T0Z
€0:T0C
TO:GTOC
€0:5T0C
T10:9102
€0:910¢
TO:.T0C

overall fairly well.

Sources: SNL Financial; U.S. Commerce Dept., Bureau of Economic Analysis; I.1.1.



Consumer Confidence Index:
Jan. 1987 — Apr. 2018
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=—Confidence: Apr @ 128.7
—Present Situation: Apr @ 159.6

—Expectations: Apr @ 108.1
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The Conference
Board’'s Consumer
Confidence Index

stood at 128.7 in
April, close to its
post-recession high

Outlook: Consumers are optimistic about the future, which is consistent

with expectations for stronger economic growth (consumers account for

nearly 70% of all spending in the economy). Should positively influence
growth of insurable exposures.

Source: The Conference Board; Wells Fargo Research.
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NFIB Small Business Optimism Index:
Jan. 1988 — March 2018

120

=—5mall Business Optimism: Mar @ 104.7 (Left Axis)
115 4| —ISM Manufacturing Index: Mar @ 59.3 (Right Axis) 4

110 A

- 'W‘ A iy
| ) J * 'J |

90 ~

85 + + 35

80 30

B8 90 92 94 96 98 00 02 04 O6 08 10 12 14 16 18

Outlook: Small businesses are much more

optimistic about the future

Source: National Federal of Independent Business; Wells Fargo Research.

The NFIB’s Index
of Small Business
Optimism remains
close to its
cyclical high. Tax
reform, reduced

regulations and

strong sales will

drive investment,
hiring and
exposures

66



Business Investment Is a Potent Driver of
Property Insurance Premium Growth*

% change from same quarter, prior year

30% - Recession
—0p change, property ins premiums

20% - —0/6 change, fixed investment

10% -

M 4.9%
0%

Tax reform allows for full and immediate

-10% - expensing of short-lived capital assets.

This should stimulate investment and
Increase commercial exposures.

-20% -
07:Q2 08:Q2 09:Q2 10:Q2 11:Q2 12:Q2 13:Q2 14:Q2 15Q2 16:Q2 17:Q2

N Business fixed investment is forecast to grow at 5%—-6% in 2017:2H and at
4.5%-5.5% in 2018.

N Investment in equipment and software is expected to grow but investment in
structures is expected to shrink.

*Commercial property direct premiums written (fire, allied lines, CMP, inland marine, burglary and theft); business fixed investment (structures,
equipment, and software).

Note: Recession indicated by gray shaded column. Data are seasonally adjusted annual rates.

Sources: https://fred.stlouisfed.org/series/PNFI#0; National Bureau of Economic Research (recession dates); Insurance
Information Institute.
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US Unemployment Rate Forecast

2007:Q1 to 2019: Q4F*

11%

10%

9%

8%

7%

6%

5%

4%

*

The Apr. 2018
unemployment
rate was 3.9%,
an 18-year low

Rising unemployment
eroded payrolls
and WC’s

exposure base.

S Unemployment peaked
RIS at 10% in late 2009.
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= actual; |l = forecasts

Sources: US Bureau of Labor Statistics; Blue Chip Economic Indicators (5/18 edition); Insurance Information Institute.
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Help Wanted! Number of Job Openings,

Jan. 2003—Feb. 2018*

(000)
7,000
6,000
$
5,000 ®,
o
4,000 WAV
3,000 R hE Today, there are
2000 | pl_unged 0to 2.2 %ég'iﬂ'gg, JUOF?
m;rlléorrrll,”ff?n@é(;g%m 175% since 2009
1,000 |-
0

‘03 '04 '05 '06 'O7 '08 '09 '10
*Seasonally adjusted
Note: Recessions indicated by gray shaded columns.

‘11 12 13 ‘14 15 16 ‘17 '18

Sources: US Bureau of Labor Statistics JOLTS survey: at http://www.bls.gov/|lt/; National Bureau of Economic Research (recession

dates); Center for Risk and Uncertainty Management, University of South Carolina.
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Take This Job And...
Quit Rate, 2005—-2018*

2017 and 2018—the
Quit Rate highest proportion in
the post crisis era

emboldening workers
2.5% - to quit their jobs—

2.2% presumably for
0 0]
2.1% 2.1% 1.9% higher wages
2.0% - 7 1.8%
on 1.7%
150 1.6%
150 1.4% 1.4%

1.0% -

0.5% -

0.0% -
05 06 o7 08 09 10 11 12 13 14 15 16 17 18~

*Annual figures calculated from month seasonally adjusted data. 2018 figure through March.

Sources: US Bureau of Labor Statistics JOLTS Survey at https://www.bls.gov/|lt/ ; Risk and Uncertainty Management Center, Univ. of
South Carolina.
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Auto/Light Truck Sales, 1999-2023F

Job growth and improved

- : . . les hav
(Millions of Units) credit market conditions retﬁ?neesd tg ere-
boosted auto sales to crisis Ieveﬁ)s
19 74 @ near record levels in < 1
-0 H )
~ recent years N
18457 S~ o 2 08 . NN N 2N NN @
H .
16 - 9
<
15 A S

14 New auto/light truck sales fell
to the lowest level since the
13 late 1960s. Forecast for 2014-
15 is still below 1999-2007
12 average of 17 million units,
11 but a robust recovery is well
underway.

12.7

Truck, SUV
purchases remain
strong but have
slumped a bit

11.6

10.4

10

9 I T T T T T T T T T T
99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16 17 18F 19F 20F21F 22F 22F

T T T T T T T T T

Yearly car/light truck sales are slowing slightly, as demand tapers

following the recovery from the recession. PP Auto premium might
grow by 3.5% - 5%.

Source: U.S. Department of Commerce; Blue Chip Economic Indicators (5/18 for 2018-19; 10/17 for 2019-23F; Insurance Information Institutez1



New Private Housing Starts, 1990-2023F

(Millions of Units)

2.1
1.9
1.7
1.5
1.3
11
0.9
0.7
0.5
0.3

1.19
1.20
1.29

1.01

1.46
1.35
1.48
1.47
1.62
1.64
1.57
1.60
1.71
1.85
1.96
2.07
1.80
1.36

New home starts
plunged 72% from
2005-2009; A net
annual decline of 1.49
million units, lowest
since records began
In 1959

Job growth, low inventories of
existing homes, still-low mortgage
rates and demographics should

continue to stimulate new home
construction for several more years

0.78
0.92
1.00
1.11
1.17
1.20
1.31
1.35
1.40
1.43
1.45
1.48

0.55
0.59
0.61

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18F19F20F21F22F23F

Insurers Are Continue to See Meaningful Exposure Growth in the Wake of the

“Great Recession” Associated with Home Construction: Construction Risk
Exposure, Surety, Commercial Auto; Potent Driver of Workers Comp Exposure

Source: U.S. Department of Commerce; Blue Chip Economic Indicators (5/18 for 2018-19; 10/17 for 2019-23F; Insurance
Information Institute.
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US Unemployment Rate Forecast

2007:Q1 to 2019: Q4F*
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At 4.1%, the
unemployment

Rising unemployment
eroded payrolls
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exposure base. rate s ata 17+
< Unemployment peaked year low
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= actual; |l = forecasts

Sources: US Bureau of Labor Statistics; Blue Chip Economic Indicators (1/18 edition); Insurance Information Institute.
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Construction Spending:
Jan. 2000 — Mar. 2018 ($ Bill)

$1,400

£1,300

$1,200

$1,100

£1,000

$900
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$700 1| —Total Construction: Mar @ $1,284.78

6-Month Moving Average: Mar @ £1,274.6B
$Eﬂﬂ i I : l Ir _l 1 : (] 1 [| |
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Source: US Dept. of Commerce; Wells Fargo Securities.

$1,400

- $£1,300

- $£1,200

- $1,100

- $1,000

- £900

- £800

- £700

5600

Private (but not
public)
construction
spending
remains
relatively

strong. Public
construction
spending could
benefit from a
boost in
infrastructure
Investment
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Manufacturing: ISM Manufacturing Shipments
Production, Jan. 1998 — Dec. 2017*

30% 30%
3-Month Annual Rate: Dec @ 12.1%

=—=Year/Year Percent Change: Dec @ 8.9%

20% + | : + 20%
10% 10%
0% 0%
-10% -10%

. , Manufacturing
-20% - R IIWACIQET I - 20%
v | | near its cyclical
| | high, which
-30% |/ bodes well for itk
I commercial
exposures
-40% : : : : + : ; . : - -40%

98 00 02 04 06 08 10 12 14 16 18

*Excludes military items and aircraft.

Source: US Dept. of Commerce, Institute for Supply Management (ISM) and Wells Fargo Securities.
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Trumponomics, Insurance

and Politics

How Might the Trump Presidency
Impact the Insurance Industry?



Trumponomics: The Essential Elements

Bm5 Elements
+ Tax Reform

* Deregulation

¢+ Infrastructure Investment
¢ Healthcare

¢ Fair Trade

* Immigration
Reform/Enforcement

M Most of these have direct
Impacts for insurers
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Tax Reform Implications for
P/C Insurers and Reinsurers

M Reduction of Corporate Tax Rate from 35% to 21%...

HAll Insurers Benefit...But Not Equally

+ Companies generating most of their profits from underwriting
Income previously taxed at 35% benefit the most

+ Companies generating proportionately more of their Net
Investment Income from (taxable) Corporate Bonds benefit
more than companies with heavier muni holdings

— In P/C industry, insurers with underwriting losses tend to hold
proportionately more in corporates
¢+ Base Erosion and Anti-Abuse Tax (BEAT): Leveling the
Playing Field

— Domestic (re)insurers previously taxed at 35% will benefit
relative to (re)insurers domiciled in Bermuda, etc.

— Diminished advantage for foreign-owned insurers that cede premium
offshore 84



Impact of Tax Cuts and Jobs Act on US P/C
Publicly-Traded Insurers: Deferred Tax

Assets and Liabilities

30

25

20

15

10

Defered Tax Assets/Liabilities ($Billions)

The reduction in corporate
tax rates under the TCJA of
2017 reduced the value of
DTAs by 39.5% for public
P/C insurers

2013 2014 2015 2016 2017

mm Deferred Tax Assets mm Deferred Tax Liabilities = Mt % of Surplus

Source: A.M. Best, Financial Review, April 13, 2018.

=k
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Trump Administration: Likely Issues
Impacting Insurers

B Dodd-Frank
* TRUMP DODD-FRANK QUOTES

— Dodd-Frank is a “disaster”
— Vowed to “do a big number” on the Act

* FSOC: AIG, MetLife no longer SIFIs (Prudential
removed soon)
— Weaken Consumer Financial Protection Bureau
— FIO—seemingly silent
— Office of Financial Research could be eliminated
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Trump Administration: Likely Issues
Impacting Insurers

M Infrastructure Spending

¢ Insurance industry could benefit from stepped-up
Infrastructure spending as promised by Trump

¢+ But tax reform means little fiscal room for
Infrastructure initiatives

* Privatization of government infrastructure could
provide growth opportunity for commercial insurers

¢ If infrastructure spending materializes, WI|| beneflt all
major commercial lines:

—~WC

— Commercial Property & Liab.
— Surety

— Commercial Auto

92




INSURANCE TECHNOLOGY:

FIN TECH ZEROES IN

Number and Value of Deals Is Increasing

An Industry that Has Always Been Accepting
of Change and Innovation



InsurTech Annual Financing,
2011 — 2016

2 out of every 3
Value of Deals ($ Millions) InsurTech deals in 2016 No. of

Deal
was at the early stage! o

$3,000 ~ - 220

- 200

$2,500

- 180
o MR - 160
$2,000 in 2016 but funding 140
was higher in 2015
$1,500 - 120
- 100
$1,000 - 80
- 60
$500 - 40
- 20
$0 - 2011 2012 2013 2014 2015 2016 -0
I Value of Deals —#— Number of Deals

Source: CB Insights at https://www.cbinsights.com/blog/2016-insurance-tech-funding/
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InsurTechs Are Focusing on Distribution

InsurTech firms
across all insurance
segments tend to

and Pricing

Share of innovations in insurtech database

B <5%

focus on
Distribution. Itis

MW 5-10%

telling that very few
InsurTech firms are
actually insurers.

M >10%

Property

and 8% @

casualty

- @ @ | @

- © o Q0 O
Product Marketing Distribution Pricing? Claims
development

Source: Panorama by McKinsey, “Insurance Beyond Digital: The Rise of Ecosystems and Platforms,” Jan. 2018.



Talent Wars

Can the Insurance Industry Win the
War for Talent?

Insurance is Not the Only Industry that is Interested
In Hiring New Talent, Especially those with
Data/Analytics Skills



Can Insurers “Win” the War on Talent?

Hiring Needs: The industry has a stated need of hiring
some 400,000 people over the next several years

Inclusive Approach: The industry’s approach has been
to suggest that virtually everyone, from any background
can build a rewarding career in the insurance industry

So Far, So Good: To date, the industry’s diligence and
efforts seems to be meeting with success

Insurers seem generally to be successful in their overall
recruiting efforts



Can Insurers Win the War for Talent?

ENROLLMENT TRENDS

Based on the annual enrollment of students majoring in risk management and
insurance programs for the BI's largest 10 undergraduate programs, 2014-2017.

The number
2003 of RMI

Total enrollment === Enrollment growth

2,459 s m aj ors IS
o up sharply
13.0% 1065, 11.2%
(LE%)
2014 2015 2016 2017

EMPLOYMENT TRENDS

Industry-specific national employment figures for insurers and related activities
sector, 2013-2016

Total employment — == Employment growth

2,265,690
Overall 2,216,570
employment 2,154,010
I 2,108,120 2.9%
1S U p to O - E-EV’/\E.E%
2 .5% o
2013 2014 2015 2016

Source: Business Insurance, 2017 Risk Management and Insurance Schools Ranking and Directory,
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Twitter: twitter.com/bob_hartwig
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