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Overall Market
Conditions
and Outlook
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Components of the Combined Ratio,

®@

Property/Casualty Insurance, 2013-2022 Munich RE =
Year Loss ratio Expense ratio Combined ratio?
2013 70.7% 26.9% 98.1%
2014 70.7% 27.6% 98.8%
2015 69.3% 27.7% 97.6%
2016 71.4% 27.7% 99.7%
2017 73.0% 27.0% 100.6%
2018 68.9% 26.9% 96.3%
2019 70.0% 27.1% 97.6%
2020 68.6% 27.5% 97.7%
2021 69.6% 26.7% 96.9%
20222 73.5% 25.7% 99.7%

1. Includes Dividend Ratio not shown in table above
2. 2022 results are through June 2022
Source: 2022 National Association of Insurance Commissioners State of the Market — 2023 May 2, 2023 4



Market Dynamics

Shift in
Investments

olp

2.

Pressure easing
but still unease
in Underwriting
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110
110
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Interest Rates — going up
Investment Income — improving

Prudent Underwriting Decisions
Underwriting Results
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This market dynamic should relieve
some pressure on underwriting results.

The upside message here is that there should be
some stabilizing for longer tail lines.

State of the Market — 2023 May 2, 2023 5



Market Pressures

Inflation

Munich RE =

Labor Shortage
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Inflation
U.S. Inflation report
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+14%
Inflation
+12
+10
+ 8 ! +8.6%
in May
=8 +5.0%
excluding
N food and
+
energy
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Year-over-year percentage change in the Consumer Price Index - Source: Bureau of Labor Statistics - By The New York Times

Source: https://www.nytimes.com/live/2022/06/10/business/inflation-cpi-report-may State of the Market — 2023 May 2, 2023
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How will inflation affect insurance rates?

Property

;—Gg
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I

Professional

é TIV increase
|

0 Cost of labor and material
|

0 Higher operating costs
|

0 High demand/Low supply
|

0 Added pressure from
increased Cat exposures

Auto/GL
|

0 Cost of labor and material
|
Q Rising defense costs
|
0 Higher settlement values
|
0 Nuclear verdicts
|
0 Higher operating costs
|

° Increase in reserves

|
0 Rising defense costs
|
0 Higher settlement values
|
0 Nuclear verdicts
|
0 Higher operating costs
|

° Increase in reserves
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Labor Shortage
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Labor Shortage
Public Entity Challenges
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Property Trends and Market
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Wildfire
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Tornado
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CAT Activity 2022 — Worldwide

Nat cat loss events 2022 Munich RE

Natural catastrophes caused overall losses of US$270bn worldwide

Winter Storms Ylenia (Dudley), Zeynep (Eunice), Antonia (Franklin) «sssesseeeeeeeseeeeesesenisnecninnineenes A Earthquake
16-21 Feb, Europe 22 Jun, Afghanistan
Overall losses: US$ 5.6bn Fatalities: 1,200
Insured losses: US$ 4.3bn H
Fatalities: 26
e s Earthquake
. . 3 16 Mar, Japan
Severe storms J Lo “ 2 . . - .o : Overall losses: US$ 8.8bn
18 Jun—4 Jul, France . O J R . o o . ® Insured losses: US$ 2.8bn
Overall losses: US$ 3.3bn 9. A 8 o ¢ . . '
. - U .
Insured losses: US$ 2.6bn . ¥y ; - ) 3 0N ;.‘: e ):.: Floods
T L ., " PRI ° :?’, g May, China
Hurricane lan w50 i’” O © ., > C » .'., ’ Overall losses: US$ 5bn
27 Sep-1 Oct, United States, Cuba ¢ ¢ P N A Insured losses: US$ 0.3bn
Overall losses: US$ 100bn 2 : : X ®. X Fatalities: 48
Insured losses: US$ 60bn """‘- ;
Fatalities: 150 o e ‘ ° H . > Earthquake
(i . 21 Nov, Indonesia
Jo e, * s Fatalities: 602
Floods g
Jun—Oct, Nigeria : H
Overall losses: US$ 4.2bn Floods Floods S — Floods
Fatalities: 612 9-16 Apr, South Africa Jun—0Oct, Pakistan 20 Feb—11 Mar, Australia
Overall losses: US$ 3.5bn Overall losses: US$ 15bn Overall losses: US$ 6.6bn
Insured losses: US$ 1.8bn Fatalities: 1,740 Insured losses: US$ 3.9bn
Fatalities: 461 Fatalities: 22
Geophysical events Meteorological events Hydrological events Climatological events (g Significant catastrophes
@ Earthquake, tsunami, Tropical storm, extratropical storm, Flood, mass movement Extreme temperature, (based on the number of fatalities, overall and
volcanic activity convective storm, local storm drought, wildfire insured losses)

All loss events
(based on property damage and/or fatalities)

Source: Munich Re, NatCatSERVICE, 2023 State of the Market — 2023 May 2, 2023
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CAT Activity 2022 — US

U.S. 2022 Billion-Dollar Weather and Climate Disasters

North Central
Hail Storms
May 9

North Central
Severe Weather

May 11-12
Central
Sever Weather e

June 7-8 2

Western/Central Drought
and Heat Wave
2022

Western Wildfires
Spring—Fall

Southern and Central
Severe Weather
May 1-3

Texas Hail Storms
February 21-22

+ Drought/Heat Wave =2 Flooding <% Hail
All Disasters Drought Flooding

This map denotes the approximate location for each of the 18 separate billion-dollar weather and cl

North Central

s that impacted the United States Jan-Sept 2022

Source: NOAA National Centers for Environmental Information (NCEI) U.S. Billion-Dollar Weather and Climate Disasters (2021).
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Southern Southern
Severe Weather Tornado Outbreak
April 11-13 March 30
£» Severe Weather g Tornado Outbreak
Freeze Severe Storm Tropical Cyclone
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North Central and Eastern
Severe Weather
July 22-24

Central and Eastern Winter
Storm and Cold Wave
December 21-26

Central Derecho
June 13

Kentucky and
Missouri Flooding
July 26-28

Southeastern
Tornado outbreak
April 4-6

Hurricane Nicole
November 10-11

Hurricane lan
September 28-30

Hurricane Fiona
September 17-18

£ Winter Storm/Cold Wave

Wildfire Winter Storm

State of the Market — 2023 May 2, 2023 13


https://www.ncdc.noaa.gov/billions/

Winter Storm Elliott

High winds, blizzard conditions, flooding

December 20 - December 24

Source: https://www.wunderground.com/

Snowfall Analysis: 1 S \¥
~
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A bomb cyclone

» Fast-developing storm that occurs when
atmospheric pressure drops

= Coastto Coast: OR-NY —FL

= 60% of population had a winter weather alert

= -50 degrees in Montana

= 39 inches of snow in New York

* 151 mph — highest wind gust in New Hampshire

State of the Market — 2023 May 2, 2023
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Forecast for 2022 Hurricane Activity

Forecast Parameters

CSU Forecast for 20221

Munich RE =

Average for 1991-2020

Named Storms
Named Storm Days
Hurricanes
Hurricane Days
Major Hurricanes

Major Hurricanes Days

Accumulated Cyclone Energy+

Source: https://tropical.colostate.edu/forecasting.html

18
85

8
30

150

Actual

14.4
69.4
7.2
27.0
3.2
7.4
123

Named storms: 14, including 8 HU with 2 major HU (Fiona, lan)

State of the Market — 2023 May 2, 2023 15
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Climate Change

Image: Song_about_summer / stock.5a§)e.com_
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What has Changed?

Munich RE =

More Intense Hurricanes ) Increase in frequency
with more rain and C—/\_/) ’s ] & Intensity of heavy
higher storm surges. = = rainfall events.
More frequent 0t O Increase in
temperature ; & : @ drought
extremes. B conditions.

More frequent environments
favorable to severe thunderstorms,
shifts in tornado activity and
severe hail events.

State of the Market — 2023 May 2, 2023 17



Understand: Global warming is changing probability distributions
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Small increase in average temperatures — large increase in probability of extremes

Linear temperature trend (1881-2021): 1.2°

Man-made share >>50%
In °C

1.2
0.9
0.6

0.3

-0.3

1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Annual temperature anomalies (°C) compared to the
1880—-1900 average

Source: NOAA

Increase of probabilities of extreme
temperatures and new extremes
Probability

A

Increasing
hazard
Increasing risk

Cold Temperature Hot
Historical climate = — Warmer climate

Increase of global average temperatures —
changing probability distributions

State of the Market — 2023 May 2, 2023 18
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Understand: Impact of climate change is becoming ever more evident
Scientific attribution studies show increasing probabilities of extreme weather events

Munich RE =

Europe floods 2021, the costliest flood event Record heat in UK in 2021:
globally to date: €46bn in losses 10 times more likely?

wildfires: Climate change Typhoon Hagibis (2019): Climate change added
is changing the risks US$4bn to insured losses?

1 Potsdam Institute for Climate Impact Research (PIK) 2World Weather Attribution (WWA) State of the Market — 2023 May 2, 2023 19


https://www.pik-potsdam.de/en/news/latest-news/unprecedented-rise-of-heat-and-rainfall-extremes-in-observational-data
https://www.worldweatherattribution.org/

Climate Change Losses
U.S. Weather/Climate Losses on the rise

Losses in 2022 $bn

300
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" Economic Loss [ Insured Loss

Source: Data & Graphic: Aon (Catastrophe Insight); 22" Aon Risk Pooling Symposium — What's up with the weather — Steve Bowen

2005
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2010 2015

State of the Market — 2023
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Insurance to Value
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Property Trends and Renewal Expectations
2023 Renewals

1 Reduced Capacity

2 Increased Deductibles

3 Increased Rate

State of the Market — 2022

Munich RE

May 2, 2023
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Broker Market Rate Predictions :E::

Property Munich RE =
CAT-free
_ ﬁ Moderate
Amwins
Q12023
CAT-exposed
Dramatic
Non-challenged Occupancies
+10% to +20%
WTW
Q12023
Challenged Occupancies
+25% to +40%
CAT-free
Brown & Brown ﬁ Low single digit
Q12023
CAT-exposed

Double digit or more

Source: to be found in notes
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Property Considerations
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Cyber Trends
and Market

Image: Laurence Dutton / Getty Images
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Cyber
Insurance pricing increased 48% in the third quarter, compared to 79% in
the prior quarter

Munich RE =

The cyber insurance market experienced increased
competition; more insurers increased capacity for insured
with strong cybersecurity controls.

Increased competition is due to many factors, including:
Controls

Retention increases

Rate adjustments

Reduction in frequency

Discussions continued in the industry and in government ) !
regarding systemic exposures and correlated nature of
cyber risk. ——

Source: Marsh — Global insurance markets Q3 2022: Financial and professional lines pricing declines

ence Dutton /Getfiymages
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Cyber Trends and Renewal Expectations

2023 Renewals

g

(oo

.
S Ao

AN

&

1 More entrants to market, appetites are strengthening

Rate of claims is still elevated, though slightly
decreasing compared to 2022

3 PE still challenging class for most (re)insurers

State of the Market — 2023

Munich RE

May 2, 2023
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Broker Market Rate Predictions Munich RE ;:E:
Cyber

Aon ﬁ

Q4 2022 Challenging

WTW ﬁ

Q12023 Flat to +10%

Brown & Brown ﬁ : -
Q4 2022 Challenging, but stabilizing

Source: to be found in notes



Casualty Trends
and Market
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Casualty Trends and Market

Increasing impact on liability exposure

Auto Liability

PFAS

Reviver Legislation and Sexual Abuse
Law Enforcement

Jurisdictional Challenges

Social Inflation and Nuclear Verdicts

Sexual Abuse
and Molestation

®@
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Law
Enforcement
Liability

Verdicts

.\\ -
Image: Masko®, Getty Images



Auto Liability

Ridership

Labor shortages

208
Push to Alternative fllil
Fuels and Electrification

Security and
Workplace Safety

o
)
il

AL continues to be
driving force behind
unprofitability of
casualty insurers.

Munich RE =

Rural Needs

Cyber

&

Availability of Vehicles

LB
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Chemicals — PFAS

Perfluoroalkyl and Polyfluoroalkyl Substances

Munich RE =
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PFAS :
Munich RE =
Perfluoroalkyl and Polyfluoroalkyl Substances

6 Nicknamed “The Forever Chemical”

e Over 7,000 manmade compounds

e Uses

e Commonly found in drinking water, ground water and soil

Non-Stick coatings
Food products
Cosmetics

Textiles
Firefighting foams

6 Projected that 97% of Americans have PFAS in their system

State of the Market — 2023 May 2, 2023 33



Sex Abuse
Market Dynamics




Reviver Legislation and Sex Abuse

2019

W=

Munich RE =

Summary of 2019
SOL Reform for
Child Sex Abuse

‘CHILD

B New Law (24)
Introduced Bill (41)
No Activity (10)

@ Revival Window/Law

State of the Market — 2023 May 2, 2023
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2023 SOL Tracker

Child Sex Abuse
SOL Reform Bills
in 2023 oR

‘CHILD

WA

NV

CA

Guam Northern Mariana

Islands

Puerto Rico

American Samoa U.S. Virgin Islands

AK
SOL Reform Bill Pending (7 States)

No SOL Activity Yet (43 States, 6 Terr & Fed)
@ Window Bill (3 States)

Source: https://childusa.org/2023sol/

uT

AZ

MT ND
MN
)
wy
NE IA
co
KS MO
OK
™ @ LA
HI

Wi

MS

Munich RE =
VT ME
|
NH
NY MA
Ml CT LR
PA |
OH
IN — DE
Y I— MD
KY A DC
TN NG
SC
GA
AL
FL

State of the Market — 2023 May 2, 2023 36
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Law Enforcement

Munich RE =

Hiring,
Training,
Operating

Changes
in law

Image: Tetra Images / Getty Images



Law Enforcement

Policing

Reform

9

Age & Education
Requirements

Criteria for traffic stops

Investigation into officer-
involved deaths

Munich RE =
Limit or end officer's use Chokeholds &
of qualified immunity Neck Restraints

Database for Officer

Body Cameras Misconduct

Officer Intervention Decertify Officer

State of the Market — 2023 May 2, 2023 39
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CO Law Enforcement Integrity Act

Key
Provisions

&1

(=

|
o
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Requires officers to wear and activate body/dash cams.

Requires police departments to release video + audio recordings if complaint is received regarding an incident.

Requires police departments to report detailed data and info to state DPS and requires DPS to publish it on
searchable, public database.

Restrict officers’ response options during protests.

Creates a new civil action for violation of state constitutional rights; removes qualified immunity and statutory
caps.

Redefines and codifies use of force protocols.

Requires police officers to intervene if another officer is violating the Act and to timely report that intervention
to superiors.

Addresses profiling; requires officers to disclose personal information during public encounters to ensure
complaints may be submitted.

State of the Market — 2023 May 2, 2023 40



Major consequences

Increased
civil liability.

Risk of unfavourable
evidentiary rulings
at trial.

Increased
criminal liability.

Potential loss in
department funding for
failure to comply.

Increased
penalties/discipline
in administrative
proceedings

(more suspensions,
revocations)

Fewer cases in

federal court
(Section 1983 obsolete)

®@

Munich RE =
Disregard of Removal of qualified
Tort Claims Act. and statutory immunity.
Fewer dismissals on State court juries;
summary judgement. increased risk of

nuclear verdicts.

State of the Market — 2023 May 2, 2023 4



Jurisdictional Challenges
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Jurisdictional Challenges

These areas are all interrelated Munich RE =
....... West Coast Tort Reform Judicial He"holes Social |nf|ation and
= CA, OR, WA — now = Increasing or West Coast is Nuclear Verdicts
includes CO eliminating tort caps problematic, Disproportionate
= Significant increase = Reduced or but there are issues claim values
in claims values eliminated across the country
Immunities
© t e 2
= = AT —

Each of these pieces exacerbates complex and sensitive claims.

State of the Market — 2023 May 2, 2023 43



Judicial Hellholes
2022/2023

1 Georgia

2 Pennsylvania Supreme Court &
the Philadelphia Court of Pleas

3 California

4 New York

Source: ATR — Judicial Hellholes 2022 / 2023  https://www.judicialhellholes.org/

Munich RE

Cook County, IL

South Carolina
Asbestos Litigation

Louisiana

St. Louis, MO

State of the Market — 2023 May 2, 2023
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Social Inflation and Nuclear Verdicts

Munich RE =

Social Inflation

the increase in insurance

losses caused by legislative,
judicial, social and economic,
and technical developments.

i
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Social Inflation and Nuclear Verdicts

Munich RE =

Nuclear Verdict

any award that is significantly
disproportionate
to what would be expected.



Legal / Regulatory Update - 2023: Legal System Abuse
(a/k/a social inflation) — P&C industry state by state strategy

Phantom

damages

Collateral
source

Bad faith /
Time
limited
demands

Statutes
of
limitations
revivors

Non-
economic
damages

caps

Wrongful
death
action
reform

Third
party
litigation
funding

Non
lawyer
equity in
law firms

Pre/Post

judgment
interest

Joint and
several
[E:1e11114Y
WYEELG

Punitive

Attorney
damages

advertising

Munich RE

Jury

anchoring

2 May 2023 47
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Litigation funding

Munich RE =

Ag
Third Party Litigation Funding or Financing

Largely unregulated. Information is limited because
disclosure is not required.

o

The lack of data. Funding is expensive and may
deter plaintiffs from accepting a
settlement offer.

I

Source: GAO-23-105210 - Government Accountability Office: THIRD-PARTY LITIGATION FINANCING
Market Characteristics, Data, and Trends. Dec 2022
Image: used under license from shutterstocks
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Social Inflation and Nuclear Verdicts

Munich RE =

Crumbling of tort caps
and immunities

Litigation funding

Desensitization to nuclear verdicts




Casualty Market Conditions

Capacity and Carrier
= Capacity, reduced but stabilizing

= Carriers in the space — stabilized

Terms and Conditions
= Constricted risk appetite
= Tight terms and conditions

Munich RE =

Limits and Retentions
= Higher retentions — loss experience

= Expiring limits

Rate

* |ncreases expected
= Deceleration across all lines
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Broker Market Rate Predictions

Casualty

Aon
Q4 2022

WTW
Q12023

Brown & Brown
Q4 2022

Source: to be found in notes

Moderate

Non-Auto Flat to +10%

Auto +5% to +10%

Non-Auto Flatto +10%

Auto Challenging




Risk Management
Considerations
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Risk Management Considerations

Policies and Training to
procedures standard

Insurance to
Value and
inspection plan

Review by
legal counsel

State of the Market — 2023
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Summary —

------- [ L Gl et I o o] o gV e 03 V] o [T e o (U - g e
= |ncreasing = |TV concerns = Tough rate = Auto Liability and Law
investment income = Rate still increasing environment Enforcement concerns
= Underwriting Pressure = Market getting better = Social inflation
handle on cyber exacerbating
exposure

= Rate increasing, but at
slowing pace

Image: blackred / Getty Images Image: Used under license from shutterstock.com Image: laremenko / Getty lmages Image: laremenko / Getty Images



Questions
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Lauren Tredinnick
President of Public Entity Risk Solutions
Munich Re Specialty Insurance

Thank you for your a#(entlon'“
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