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Market Shift — Q2 2017 to Q4 2019
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This information includes broad commentary about the property insurance market. Underwriters consider each risk on its own unique merits. Among many factors that may affect an
insured’s specific outcome are the competiveness of the current rate, account size, scope of marketing effort, risk quality, data quality, geographic considerations and intangible

considerations such as insurer relationships. MARSH & MCLENNAN
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Significant INCREASE Examples

= Clients with adverse loss history.
= Large shared and layered programs

requiring many insurers.

= Traditionally challenging risks —
frame habitational, hospitality, food
processing, metals/mining, energy

and chemicals.

U.S. PROPERTY RATE CHANGE BENCHMARKING

Typical 5-Year Loss Ratio Profile
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= |nsureds with favored occupancies and
historical pricing adequacy.
= Placements with minimal CAT exposure.

= Quota-share and layered programs with a
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Significant DECREASE Examples

= Single insurer placements with multiple
insurers quoting.

= Programs that have not been marketed in
many years.

= Special situations —e.g., large loss coming
off the 5-yr record; large increase in

Q1 HIGHLIGHTS

= 58% of programs experienced
a rate increase greater than
10%.

= 79% of companies saw rate
increases in the second
quarter. 6% of clients had no
change in rate for their Q1
renewal.

= Only 9% of companies saw
rated

Average rate changes:
= All companies:

= Non-CAT:

= Medium-CAT

= High-CAT:

+21.1%
+21.9%
+19.8%
+20.9%

purchased by 54% of clients.

The data excludes renewals
with increased deductibles or
less limit from expiring. Data
excludes rate changes greater
than +250% or less than -60%.

This information includes broad commentary about the property insurance market. Underwriters consider each risk on its own unique merits. Among many factors that may affect an

insured'’s specific outcome are the competiveness of the current rate, account size, scope of marketing effort, risk quality, data quality, geographic considerations and intangible

considerations such as insurer relationships.
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Marsh US Property Portfolio Rate Movement
Percentage of Client with Rate Changes
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Market Drivers
Top 10 Largest Insured Loss Years and Projections for 2020
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Losses for Full Year 2020 look set, at a minimum, to approach USD $100 billion for only the fourth time ever.
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Property Market Conditions
Q1 2020 - Present

U.S. property/casualty surplus reached an all time record $800B+) in 2019 following a benign CAT loss
year. Hopes were that market conditions would begin to ease. Those hopes faded in March as Covid 19
brought the global economy to a halt.

Pandemic (still a live event) has compounded the headwinds already being felt.

 Riot and civil commotion losses will add billions of dollars more in losses to the market.

e Other “non-modeled” loss dragging on loss ratios:
+ Convective storm (Tornado/Hail)

« 2020 hurricane season is predicted to bring a heightened number of named windstorms.

 Terms, conditions and manuscript wordings are being scrutinized
* Non-physical damage time element extensions excluded
« Communicable disease exclusion
» Cyber exclusion
« Emergence of exclusion for riot and civil commotion (Lloyd’s) following Chile, Hong Kong, US.

+ Market conditions will remain challenging into 2021.
» Underwriters focus on profitability: 1) Rate 2) Deductibles 3) Coverage restrictions.

MARSH June 25, 2020 6



NEXT STEPS: Differentiate
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Differentiating an Account
in a Dislocated Market

Quantitative Relationship

Data Integrity

T 5 o ey VTR A People Business
Data Completeness Breadth of Trade
Rate history v. Market History Together
Asset hardening
Valuation Examples
Engineering

Bl Resiliency

Future Changes
Mutual Opportunities

Qualitative

Pre & Post CAT Response
Lessons Learned
Communication

Off Cycle Discussions

Proactive v. Reactive

MARSH June 25, 2020 8
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Property Market Update - How To Prepare
Second Quarter 2020

 Monitor market conditions throughout the year

» Start early by facilitating the discussion with your insurers: “What are you forecasting?”

« Why do we purchase insurance? The market is a more efficient taker of our risk — if | can transfer
hazard risk at 3% Rate — on — Line when it costs me 7% to retain.

« Know the value of your program. Know the value of your trades:

» CAT purchase: Modeling
* Revisit CAT Limits (Need To Have —vs- Nice To Have)
* Revisit CAT deductibles

« Know the value of your fire only (Excl. CAT) program
 Historical loss analysis

* MFL (maximum forseable loss scenarios) PML (probable maximum loss scenarios), NLE
(Normal Loss Expectancy)

» Rebalance Risk Retention and Risk Transfer (don’t trade dollars with insurance cos)

« Consider alternative program solutions to drive competition — need additional premium, not $0!

MARSH June 25, 2020 9
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A Bit Like Mario Kart Racing
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Many insureds have
benefited by experiencing
multiple years of
compounding rate relief
and suppressed carrier
premiums.

Carrier profitability
improves

Insurers raise
prices

We are here

HARD MARKET

Soft-to-Hard Market

New firms and capital
enter the market

Supply is high,
demand is low

SOFT MARKET

Supply is low,
demand is high

Marginal firms
leave the
marketplace

Insurers lower
prices

Carrier profitability
deteriorates

Rates will increase and
insurance offering will
align with exposure.

M
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Key Market Drivers

Combined ratio
P&C insurance industry combined ratio, 2000-18*
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Key Market Drivers
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Billions, 2018 $

US inflation-adjusted CAT losses Key Market Drivers
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What might this mean
for you?

Rate increases

Higher retentions

Reduced capacity
Underwriter scrutiny
Restrictive coverage terms

16



Line-by-Line

Review
. Workers Compensation
. Umbrella/Excess Liability

17




Change in Commercial Rate Renewals, by Line:
2020:Q1

Umbrella now leads all major commercial
lines in terms of rate gains, exceeding

Commercial Auto and CP

Percentage Change (%) Most major commercial
lines experiences

increases in Q1 2020
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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.
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Arise, go forth, and conquer as of
0] 16 Pram—

-- Alfred, Lord Tennyson (ldylls of the King)
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US PUBLIC CO. MONTHLY D&O RATE TRENDS - THrRouGH APRIL, 2020

Average Rate Change — Primary & Total Program

80%
72.96%
*
70%
54.95%
60% -
9 a8.87% *
g 50% 4 46-’35% 42.30%
o 37.94%
o 20% - .
g 30.40% | - * 31.86% \
o *
u 0% 23.32% b 25.30%
o 16.62% . 18.77% | 19.73% | 19.69% /\ 30.88%
[ 20% <RAE A * * A
E . i 23.17% m 20.60%
§/ I
10% | 7 14.61% P 13:80%
11.91% | 12.15%
8.97% 9.13%
0%
May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20
May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20
Primary 8.97% 14.61% | 11.91% | 12.15% | 9.13% | 23.17% | 13.80% | 2530% | 17.45% | 20.60% | 48.87% | 30.88%
Total Program | 16.62% | 23.32% | 18.77% | 19.73% | 19.69% | 46.36% | 30.40% | 37.94% | 31.86% | 42.30% | 72.96% | 54.95%
== Primary + Total Program
Median Rate Change — Primary & Total Program
60%
54.84%
*
50%
41.87%
37.90% "
(7] 40% A
& .
'5 29.99% 28.68%
w0 2 25.19% | .+
Ly} 22.02% -
o
= . 28.46% [N,
@ 20% - 15.93%
E 14.33% | 14.00% & 22.30% 21.67%
s 11.00% | 11.20% . - L i /
- . 14.79% | _ o
10% -+ b 2 12.68% 13.54% | 13.04%
9.01% 9.58%
6.800 | ©520% | = 8.00% 20%
0%
May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20
May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20
Primary 6.80% 820% 9.01% 8.00% 958% | 14.79% | 12.68% | 13.54% | 13.04% | 22.30% | 28.46% | 21.67%
Total Program | 11.00% | 11.20% | 14.33% | 14.00% | 1593% | 29.99% | 22.02% | 2519% | 28.68% | 37.90% | 54.84% | 41.87%
—t=Primary + Total Program

MARSH » 21



QUESTIONS?



