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Global P&C Insurance Outlook — Stable

» Economic recovery fuels broad premium growth — moderate growth in North America and Europe,
stronger growth in Asia and Latin America

» P&C insurance penetration rates stable in advanced economies, rising gradually in emerging
economies

» P&C premium growth generally at or above loss cost trends, signaling stable-to-declining combined
ratios

» Low interest rates in North America and Europe hurt investment income but promote underwriting
discipline

» P&C insurers maintain sound balance sheets with high-quality investments, adequate reserves and
large equity accounts, tempered by sovereign and bank risk in Eurozone and diminishing reserve
cushion in North America and Europe

» Key sector strength is mandatory nature of major lines such as auto, home and commercial property,
leading to relatively stable performance through economic cycles

» Key risks/challenges include catastrophes (windstorms, earthquakes, explosions) and
pricing/reserving for long-tail lines such as US casualty

b
MOODYS 2014 Outlook - Global P&C Insurance 2
INVESTORS SERVICE



P&C Insurance Forward View by Region

Moody’s 12-18 Month Forward View by Region

North America

Europe

Asia

Latin America

Global P&C market share*  39%

33%

20%

5%

Nominal premium growth Up mid-single digits

Based on:
Real GDP growth
P&C penetration

P&C pricing

2.5% - 3.5%
Flat at ~4.5% of GDP

Up low-to-mid-single digits in
commercial and consumer
lines

Up low single digits

1% - 2%
Flat at ~3% of GDP

Overall flat, with Germany and
France up low single digits,
Italy and Spain down low
single digits

Up high single digits

4% - 5%

1.5% - 2% of GDP and rising
gradually

Japan up low single digits,
most other markets down low
single digits

Up high single to double digits

3.5% - 4.5%

1.5% - 2% of GDP and rising
gradually

Broadly flat, as underwriting
initiatives are offset by
competition from local and
international carriers

Combined ratios
(assuming no major
catastrophes)

Improving to mid-90s

Most markets remaining in
range of 95% - 100%

Japan improving to below
100%, most other markets in
range of high 80s to high 90s

Chile below 90%, most other
markets in range of 100% -
105%

Investment income

Flat to slightly down based on
low interest rates

Flat to slightly down based on
low interest rates

Flat to slightly up based on
Japanese market recovery,
rising rates in other markets

Slightly up in Brazil based on
recent rise in interest rates,
negative real interest rates in
Argentina

Balance sheets

Conservative investments,
declining reserve cushion,
large equity base, retained
earnings tempered by share
buybacks

Eurozone investment risk
easing but still a concern,
declining reserve cushion

Conservative investments
(Japan reducing equities),
adequate reserves, carriers
retaining/raising capital to
support growth

Investment quality improving
along with sovereign ratings,
more stringent capital
requirements likely based on
Solvency Il framework

* Market shares based on Swiss Re Sigma nonlife premiums for 2012 in USD; gross worldwide premiums $2.0 trillion or nearly 3% of worldwide GDP; Oceania and
Africa account for the remaining 3% of market share
Sources: Swiss Re Sigma, Moody’s Economy.com, Moody's
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Asia and Latin America Set the Pace for GDP Growth...

Real Annual Growth in GDP by Region — Historical and Forecast
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Sources: Moody’s Economy.com, Moody’s
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...And Also Premium Growth, With Rising Penetration

Real Annual Growth in Nonlife Insurance Premiums by Region
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US P&C Yearly Rate Increases Are Tapering Off...

US Commercial Liability Annual and Cumulative Rate Changes

Annual Rate Change Cumulative Rate Change Since 2005
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Sources: Issuer surveys, Moody's
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...But Cumulative Increases Still Help US Margins

US Commercial Liability Premiums and Combined Ratios

= Net Premiums Earned ($) — Accident Year Combined Ratio (%)
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Sources: SNL Financial L.C. (Contains copyrighted and trade secret materials distributed under license from SNL, for recipient’s internal use only), Moody's
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Rate Increases Also Support US Accident Year Reserves

US Commercial Liability Reserve Redundancy (Deficiency) by Accident Year

Redundancy (Deficiency) ($) As % of Reserves
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» We estimate that US commercial P&C reserves are breakeven for accident year 2012 and will
be slightly redundant for accident year 2013

» We estimate that overall US P&C reserves remain slightly redundant despite sizable releases in
recent years

Sources: SNL Financial L.C. (Contains copyrighted and trade secret materials distributed under license from SNL, for recipient’s internal use only), Moody's
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European P&C Pricing Outlook Mixed

Current P&C Rate Trends for Selected Markets

<-5% -5% to 0% Flat 0to 5% >5%

Netherlands UK Commercial

Belgium

» P&C renewal rates vary by market, with Germany and France reporting moderate rate
increases, while UK consumer lines, Italy and Spain face softening rates

Source: Moody’s
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European Combined Ratios Trending Mostly Down

Combined Ratios for Selected Markets
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» Combined ratios in most markets are benefiting from the gradual economic recovery plus
reserve releases, mitigating the impact of lower investment returns

Sources: BaFin/GDV (Germany), FSA returns (UK), FFSA (France), DNB (Netherlands), ANIA (ltaly), Moody's
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European Reserve Releases Likely to Diminish

Yearly (Favorable) Loss Development as % of Opening Reserves
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» Reserve releases have boosted earnings for European P&C insurers for several years

» We believe reserves are still modestly redundant but with a diminishing cushion to support
future earnings

Chart shows weighted average development of major insurers across selected markets
Sources: Issuer reports, Moody’s
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China Provides Much of the Asian Growth...

Chinese P&C Insurance Sector Gross Premiums Written
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» We expect China’s nominal P&C growth rate to ease to about 15%; still China’s premium
volume will likely surpass Japan’s within 2-3 years
Sources: China Insurance Regulatory Commission, Moody’s
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...While Slower-Growing Japanese Market Consolidates
Japanese P&C Insurance Market Shares — FY 2012

Others, 8.0%

Kyoei, 2.1%

Fuiji, 3.7% TMN Group, 27.1%

NKSJ Group, 26.5%

MS&AD Group,
32.6%

» Since 2000, some 16 Japanese P&C insurers have merged into the top three groups, which
now account for 86% of the market

» We expect these groups to further streamline/integrate their operations to drive combined ratios
down toward the mid-90s

Total net premiums written in FY 2012: JPY 7.4 trillion
Sources: General Insurance Association of Japan, Moody's
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Latin America Shows Balanced Growth Across Region...

Latin America and Caribbean Gross Nonlife Premiums
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» Latin America’s P&C growth rate may ease, but we expect nominal growth to remain in double
digits or high single digits

Sources: Swiss Re Sigma, Moody's
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...Buoyed by Improving LatAm Operating Environment

Latin American Sovereign Ratings Over Past 10 Years
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» Latin American sovereign ratings have trended up at a time when many other sovereigns have seen
their credit metrics weaken

» Stronger sovereign credit, financial modernization and generally constructive regulation enhance the
insurance operating environment

Source: Moody’s

b
MOODYS 2014 Outlook - Global P&C Insurance 15
INVESTORS SERVICE



Catastrophes Challenge P&C Insurers Globally...

o o o o o o o
< N S ® © < Y
1 — =

suoljiig dsn

Global Insured Catastrophe Losses Since 1970
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Sources: Swiss Re Sigma, Moody’s

Amounts indexed to 2012

16

2014 Outlook - Global P&C Insurance

INVESTORS SERVICE

MoobDy’s



- ____000___0000__]
...With Potential for Substantially Larger Events

10 Largest Insured Catastrophe Losses Since 1970

Insured Loss

(USD BlIns)* StartDate Event Country/Region
76.3** 25-Aug-2005 Hurricane Katrina, floods, dams burst, US, Gulf of Mexico, Bahamas,
damage to oil rigs North Atlantic
35.7 11-Mar-2011 Earthquake, tsunami, aftershocks Japan
35.0** 24-0Oct-2012 Hurricane Sandy, floods US et al.
26.2 23-Aug-1992 Hurricane Andrew, floods US, Bahamas
24.3 11-Sep-2001 Terror attack on WTC, Pentagon and other US
buildings
21.7 17-Jan-1994 Northridge earthquake us
21.6 6-Sep-2008 Hurricane ke, floods, offshore damage US, Caribbean, Gulf of Mexico et al.
15.7 2-Sep-2004  Hurricane lvan, damage to oil rigs US, Caribbean, Barbados et al.
15.3 27-Jul-2011  Floods caused by heavy monsoon rains Thailand
15.3 22-Feb-2011 Earthquake, aftershocks New Zealand

» Seven of the 10 events have occurred in the past decade, reflecting growing presence of
consumers and businesses in exposed coastal zones

» P&C capital levels have held up well, but insurers are closely tracking climate change and
potential rising sea levels, which could drive more severe events

* Amounts indexed to 2012
** Includes flood claims covered by US National Flood Insurance Program
Sources: Swiss Re Sigma, Moody’s
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Credit Markets See Relative Calm in P&C Insurance

CDS-Implied Rating Gaps for Insurance Sectors
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» US P&C Insurance (the one P&C cohort shown here) currently trades with a positive rating gap
(i.e., implied rating higher than Moody’s rating), whereas other insurance sectors trade with
negative rating gaps

Implied rating gaps based on median five-year credit default swaps (CDS) for each sector
Sources: Moody’s Analytics, Moody’s

Mooby’s

2014 Outlook - Global P&C Insurance 18
INVESTORS SERVICE



Mooby’s moodys.com
INVESTORS SERVICE

7 World Trade Center
250 Greenwich Street
New York, New York 10007

Rate this Research



http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=161163

© 2013 Moody'’s Investors Service, Inc. and/or its licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. (“MIS”) AND ITS AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S
(“MOODY’S PUBLICATIONS”) MAY INCLUDE MOODY’'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT
OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY
COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED
TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL
ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR
SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY'’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE
ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT
MOODY’S PRIOR WRITTENCONSENT.

All information contained herein is obtained by MOODY'’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as
other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However, MOODY’S
is not an auditor and cannot in every instance independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have any liability to
any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency
within or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation,
communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without
limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information. The ratings,
financial reporting analysis, projections, and other observations, if any, constituting part of the information contained herein are, and must be construed solely as, statements of
opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF
ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by
it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS’s ratings and rating processes.
Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also publicly reported to
the SEC an ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Shareholder Relations — Corporate Governance — Director
and Shareholder Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY'S affiliate, Moody’s Investors Service Pty Limited
ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to
“wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent to MOODY'S that you
are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or
its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt obligation of
the issuer, not on the equity securities of the issuer or any form of security that is available to retail clients. It would be dangerous for retail clients to make any investment decision
based on MOODY'’S credit rating. If in doubt you should contact your financial or other professional adviser.

MoobDy’s

2014 Outlook - Global P&C Insurance 20
INVESTORS SERVICE


http://www.moodys.com/

	2014 Outlook – Global P&C Insurance:��
	Global P&C Insurance Outlook – Stable
	P&C Insurance Forward View by Region
	Asia and Latin America Set the Pace for GDP Growth…
	…And Also Premium Growth, With Rising Penetration
	US P&C Yearly Rate Increases Are Tapering Off…
	…But Cumulative Increases Still Help US Margins
	Rate Increases Also Support US Accident Year Reserves
	European P&C Pricing Outlook Mixed
	European Combined Ratios Trending Mostly Down
	European Reserve Releases Likely to Diminish
	China Provides Much of the Asian Growth…
	…While Slower-Growing Japanese Market Consolidates
	Latin America Shows Balanced Growth Across Region…
	…Buoyed by Improving LatAm Operating Environment
	Catastrophes Challenge P&C Insurers Globally…
	…With Potential for Substantially Larger Events
	Credit Markets See Relative Calm in P&C Insurance
	Slide Number 19
	Slide Number 20

