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Components of the Combined Ratio,
Property/Casualty Insurance, 2011-2020

Source: ISO®, a Verisk Analytics® business.

Munich RE

Year Loss ratio? ERlibies

2011 79.3 284 107.7
2012 74.2 28.2 102.5
2013 67.4 28.2 95.6
2014 68.7 27.8 96.5
2015 69.2 28.0 97.3
2016 72.3 27.9 100.2
2017 75.9 27.3 103.2
2018 71.4 27.2 98.6
2019 71.0 27.2 98.2
2020 70.1 274 97.6

1 Excludes state funds and other residual market insurers.
2 Incurred loss and loss adjustment expenses as a percent of earned premiums.
3 Other underwriting expenses as a percent of written premiums.
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Market Dynamics Munich RE =
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Pressure on Investments Pressure on Underwriting
= Interest Rates * Prudent Underwriting Decisions

* Investment Income = Underwriting Results
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Market Pressures Munich RE =

Supply Chain

Great

Izl Resignation
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Great Resignation - Headlines Munich RE
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Great Resignation — Data

i

Market

Munich RE

oL T 0
L85,

Public Entities
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= 20M people left their jobs in the second half of
2021

= National average — 3% of workers every month

* 4.4% in education
» |aw enforcement
= retirements — 45% increase;
= resignations — 18% increase
* 1% in government office jobs
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Great Resignation - Why

Flexibility

Personal Mandates
Responsibilities

Munich RE

Burnout

Affordable
Housing
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Inflation Munich RE =

Hottest in Decades
U.S. headline inflation jumped in December by the most since 1982
B CPI (YoY, NSA)  Core CPI, excluding food & energy (Yo, NSA)

15%
Headline est. =
7% 10
Core est. = 5.4%
-5

[ i
1981 2000 2020

Source: Bureau of Labor Statistics, Bloomberg survey
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Market Dynamics Munich RE =
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Pressure on Investments Pressure on Underwriting
= Interest Rates * Prudent Underwriting Decisions
* Investment Income = Underwriting Results

» Record high inflation
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Market Pressures Munich RE =

Supply Chain

Great

Izl Resignation
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Property Trends and Market Munich RE =

Wildfire Hurricane Tornado

*
J

Image: petesphotography / Getty Images
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CAT Activity 2021 - Worldwide

NatCatSERVICE

Munich RE

Relevant natural catastrophe loss events worldwide 2021
Natural disasters caused overall losses of US$ 280bn

Hurricane Ida,
29 Aug - 2 Sep, United States
Overall losses: US$ 65bn
Insured losses: US$ 36bn

Flood,

12 - 19 Jul, Germany, Netherlands, Belgium
Overall losses: USS 54bn

Insured losses: US$ 13bn

Tomnado (series),
10 — 11 Dec, United States
Overall losses: USS ~5.2bn
Insured losses: US$ ~4bn

Winter storm Uri,

% .
12— 17 Feb, United States A et
Overall losses: USS$ 30.1bn =
Insured losses: US$ 15bn .‘
2 -
Earthquake, 1
14 Aug, Haiti o

Overall losses: US$ 1.5bn
Insured losses: minor
Fatalities: 2,248

L]

" Volcano (Cumbre Vieja),
19 Sep - 25 Dec, Spain
Overalllosses: US$ 0.9bn
Insured losses: minor

Geophysical events
Earthquake, tsunami,
volcanic activity

Meteorological events
Tropical storm, extratropical storm,
convective storm, local storm

&

Hydrological events
Flood, mass movement

* Henan flood,
July, China
Overall losses: US$ 16.5bn
Insured losses: USS 1.7bn

S
. A
a0
' 1Ta - Earthquake,
- 2 13 Feb, Japan
. L Overall losses: US$ 7.7bn
R ¢ L Insured losses: USS 2.3bn

* , Typhoon Rai (Odette),
16 - 18 Dec, Philippines
Ftalities: 408

Cyclone Seroja,
312 Apr, Indonesia .
Overall losses: US$ 0.8bn &
Insured losses: USS 0.3bn

Fatalities: 272

Climatological events
Extreme temperature,
drought, wildfire

(O sigrificant catastrophes
© 8mall, medium and large loss events
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CAT Activity 2021 - US

U.S. 2021 Billion-Dollar Weather and Climate Disasters

| @DroughtHeatWave  @@Fiooding (@) Hal  Huricane @) Tomado Outbreak gy Severe Weather @) Widfre ) Winter Storm/Cold Wave |

Central Severe Weather Midwest Derecho and North Central
Western Wildfires @ July 8-11 Tomado Outbreak  Severe Weather
2021 December 15 August 10-13

\ieree

Central Severe Weather
June 24-26

Ohio Valley Hail Storms
June 17-18

California Flooding Southeast, Central
and Severe Weather Tornado Outbreak
January 24-29 December 10
Western Drought Ei?cﬂggf;gm Weaer
and Heat Wave
2021 @ Southeast Tornadoes

2 and Severe Weather
Texas and Oklahoma 6 ——\. March 24-25
Severe Weather o ; Tropical Storm Fred
April 27-28 o August 16-18
Scihain Tornadins and Tropical Storm Elsa
Texas Hail Storms oM JOmadoes a July 7-9
April 12-15 Southeast Severe Weather

May 2-4

Louisiana

{,ﬂ"\ - Winter Storm and Cold Wave Hurricane Nicholas Flooding Hurricane Ida
£ é W @ i February 10-19 September 14-18 May 17-18  August 29-September 1
&)

Northwest, Central, Eastemn

This map denotes the approximate location for each of the 20 separate billion-dollar weather and climate disasters that impacted the United States in 2021

Al Disasters - FIOOdi"g - - Tropicalcyc'one -

Source: NOAA National Centers for Environmental Information (NCEI) U.S. Billion-Dollar Weather and Climate Disasters

(2021). https://www.ncdc.noaa.gov/billions/, State of the Market — 2022
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U.S. Inflation-Adjusted Insured Cat Losses Harvey,
Irma, Maria
!
[ Katrina,
$100 | __Average for Decade Rita, Wilma 30 named
~ storms,
$90 Hurricane l wildfires,
Andrew WTC 79 ripts

$80 -
w
0 $70 -
g $60 2000s: $25B £ ORY

1 s: :

l"i . 2010s: $35 B 53 losses in the
E $50 - 1990s: $15 B US totaled
.e $40 v 37 $67B (I"IO(
= 1980s:$5 B including
@ 301 COVID-

$20 - related

$10 I I I I I I losses) from

$0 (Mo N .. l I. I_l l ¢ II I . d 8 rocord 71

808182838485868788899091929394959697989900010203040506070809101112131415 16 17 1819 20

Average Insured Loss per Year for 1980-2020 is $22.2 Billion

Sources: Property Claims Service, a Veerisk Analytics business (1980-2019); 2020 figure from Munich Re;
Insurance Information Institute; University of South Carolina, Risk & Uncertainty Management Center.

PCS events
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Colorado State University Predictions Munich RE =

Year CSU Prediction # of Named Storms

2022 *>14 *
2021 18 21
2020 16 30
2015 7 11
2010 11-16 19
2005* 28 28
2005* 15 —

State of the Market — 2022 20
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Economic Loss

$343
billion

27 % above the
21 Century average

62%

Global Protection Gap

50

billion-dollar economic
loss events (4" highest
on record)

Climate Change

Insured Loss

o]][Te]y]
T6% above the
21* Century average

1%

of global insured
losses were recorded
in the United States

20

billion-dollar insured
loss events (4™ highest
on record)

21 Weather, Climate, and Catastrophe Insight

401

number of notable disaster events

®
$36 billion

insured loss from Ida, 3" costliest hurricane
on record for insurers

al
$17 billion

insured loss from winter weather; costliest
year on record for this peril

SN
SN

AR
$13 billion

insured loss from European floods in July, the
costliest disaster on record for the continent

Munich RE

Germany, Belgium
Austria, Luxembourg,
and China

recorded the costliest insurance industry events on record

@)
2,248

number of fatalities from Haiti Earthquake,
deadliest event of 2021

Ne)

0.84°C (1.51°F)

Above the 20" Century Average (NOAA): World's sixth-warmest
year on record for land and ocean temperatures dating to 1880

54.4°C (130.0°F)

Temperature on July 9, 2021 in Death Valley, California (USA);
unofficially the hottest temperature ever reliably measured on Earth

State of the Market — 20 23 March 2022
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Climate Change - Resilience Munich RE =
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FEMA

= Climate resilience
= $6.8 bn in pre-disaster projects
= Every $1 spent, saves $6

Marketplace.org State of the Market — 2022 23 March 2022 23
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Climate Change - Resiliency Munich RE =

“Organizations must build a culture
of risk . Too often, the
catch-all term*

"Is applied.”

Journal of Business Continuity & Emergency Planning






ISO 360Value Reconstruction Cost Analysis

Q4 2021 United States

3.44%-4.57%
W 6.062%-679%
Changes in reconstruction costs by state.

States are grouped in quintiles; each range/color in the legend includes 20% of the total number of states.

*All rates, percentages, increases, decreases, etc., are calculated as percentage changes from October 2020 to October 2021, unless otherwise noted.

Source: ISO 360Value Reconstruction Cost Analysis: Q4 2021 United States

Il 5.51%-6.05%

W 5.79%-973%
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Total reconstruction costs, including materials
and retail labor, rose 5.8% from October 2020 to
October 2021, moderating significantly from July
2020 to July 2021, when costs rose 16.7%. The
steep hike in lumber that began in October 2020
and peaked in July of 2021 is rising at a much
slower pace, with prices increasing 4.1% year-
over-year in October 2021. Lumberremains
elevated compared with pre-pandemic pricing.
Quarterly costs were down 4.8%, a contrast to the
8.8% increase in the prior quarter.

Reconstruction costs increased in all states.
New York, Wisconsin, and Louisiana had the
largest increases year-over-year at 9.7%, 9.5%,
and 7.6%, respectively. Wyoming had the lowest
change at 3.4%. Rhode Island had the most
significant shift in ranking, with prices rising just
4.4% in the most recent year-over-year period
compared with a gain of 19% between July 2020
and July 2021.

23 March 2022 26
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Property Trends and Renewal Expectations

2022 Renewals

Reduced Capacity

Increased Deductibles

o 41
G
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Increased Rate

Al
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Broker Market Rate Predictions - Property Munich RE =

[a

£
nonn ﬁ 5% to 20%

Amwins — Q1 2022

ﬁ 19 to 10%

Aon — Q4 2021

L +10% or higher

Brown & Brown — Q1 2022

HI

Image: Mauritius images / Masterfile

Sources in notes
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Presentation Notes

Aon:  https://publications.aon.com/q4-2021-global-market-insights/united-states-market-dynamics/  (PDF not available as of 2.16.22)

B&B:  https://www.bbrown.com/insight/commercial-insurance-market-trends-q1-2022/

Amwins:  https://www.amwins.com/who-we-are/newsroom/amwins-releases-updated-pricing-guidance-for-q1-2022




Property Considerations Munich RE =

= |TV Plan

= Inspection of Aging
Infrastructure

= Comprehensive Data







Cyber Trends and the Market Munich RE =
Ransomware
Insurance Industry Impact
Percentage of Claims by Cause of Loss: Shd :
All Orgs 2015-2019 NetDiligence® 2020 Cyber Claims Study
(N=3,525)

Ransomware Average Costs - SMEs

» Malware/Virus

u Social Engineering

2 100
= Lost/stolen laptop/device

= Ransomware 250
= Hacker
= Staff mistake 200
= BEC
= Phishi

N - 150

= All Other 50

2014-2018 2018 2019
m Ransoms mOverall Incident Costs

Source: The Institutes CPCU Society — 2021 Reinsurance & ESSL Symposium State of the Market — 2022 23 March 2022 33
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Broker Market Rate Predictions - Cyber Munich RE =

@§§ ‘fT 50%t0 100%

Amwins — Q1 2022

@ ﬁ > +30%

Aon — Q4 2021

N 200% to 4009
B fr

Brown & Brown — Q1 2022

Sources in notes
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Aon:  https://publications.aon.com/q4-2021-global-market-insights/united-states-market-dynamics/
B&B:  https://www.bbrown.com/insight/commercial-insurance-market-trends-q1-2022/
Amwins:  https://www.amwins.com/who-we-are/newsroom/amwins-releases-updated-pricing-guidance-for-q1-2022
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Casualty Trends and Market Munich RE =

Increasing impact on liability exposure

= COVID-19

Reviver Legislation and Sexual Abuse
Jurisdictional Challenges

Law Enforcement

Social Inflation and Nuclear Verdicts

Sexual Abuse ‘Bl Law Enforcement

and Molestation [ Liability Verdicts
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Pandemic

Return to
Work/School

R
:
Immunities Safety and sanitation
Government interaction @ Exclusions
COVID -19
Vaccines @ What's next

% O

T
im The PREP Act

Exposures

State of the Market — 2022

Munich RE
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Public Readiness and Emergency Preparedness (PrRep) Act Munich RE =

The Public Readiness and Emergency Preparedness Act (PREP Act) authorizes the Secretary of the Departiment of Health
and Human Services (Secretary) to issue a PREP Act declaration. The declaration provides immunity from liability (except for
willful misconduct) for claims:

» of loss caused, arising out of, relating to, or resulting from administration or use of countermeasures to diseases,
threats and conditions

» determined by the Secretary to constitute a present, or credible risk of a future public health emergency

» to entities and individuals involved in the development, manufacture, testing, distribution, administration, and use of
such countermeasures

A PREP Act declaration is specifically for the purpose of providing immunity from liability, and is different from, and not
dependent on, other emergency declarations.

Source: www.phe.gov/Preparedness/legal/prepact/Pages/default.aspx
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Reviver Legislation and Sex Abuse

2019

Summary of 2019 SOL Reform
for Child Sex Abuse

Munich RE

B Newlaw (24)
| Introduced Bill (41)
No Activity (10)
5% Revival Window/Law (9)

CHILDIS
v

State of the Market — 2022
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Reviver Legislation and Sex Abuse Munich RE
2020

Summary of 2020 SOL Reform
for Child Sex Abuse

(8 States)

Introduced SOL Reform Bill
(30 States)

No SOL Activity
(20 States)

£f3) Revival or Window Law
T (2 States)

Source: Child USA https://childusa.org/2020sol/ State of the Market — 2022 23 March 2022
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Reviver Legislation and Sex Abuse Munich RE =

2021
2021 SOL Tracker

Child Sex Abuse SOL Reform Bills in 2021

€]

WA

D

W. ut

*e

NM

29
R PN

Source: Child USA https://childusa.org/2020sol/

MN @
M A
e == RI.

wv mo@
oc

New SOL Reform Law
(2 States)
™ LA @ [ Passed SOL Reform Bil
. (4 States)
FL [[] infroduced SOL Reform Bl
(31 States)
[] No SOL Activity Yet
(19 States)
Revival or Window Bill
(19 States)

State of the Market — 2022 23 March 2022
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Reviver Legislation and Sex Abuse Munich RE =
2022

2022 SOL TRACKER Fe 18,2032

Child Sex Abuse SOL Reform Bills in 2022

B New SOL Reform Law
(1 State)

% [ ] SOL Reform Bill Pending
AK (26 States & Fed)
. Window Bl
.Hl ' {15 States & Fed)
- & e i ] No SOL Activity Yet
RS § (24 States & 6 Territories)
Arancas Sames -
a4

Source: Child USA https://childusa.org/2022sol/ State of the Market — 2022 23 March 2022 43
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Reviver Legislation and Sex Abuse Munich RE =
Statute of Limitation Laws

TR WATICEAL L TR PO CERD PETETTIES s

Source: Child USA https://childusa.org/2022sol// State of the Market — 2022 23 March 2022 44



Law Enforcement

= Civil Unrest
= Public Perception

= Hiring, training,
operating

= Changes in law

State of the Market — 2022

Munich RE
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Law Enforcement — Policing Reform

States Passing Legislative Policing Reforms Since George Floyd's Murder

@ States that enacted legislation between May 25, 2020 and May 21, 2021 in at least one of three identified areas: use of force: duty for officers

to intervene. report. or render medical aid in instances of police misconduct; or policies relating to law enforcement misconduct reporting and
decertification.

@ States that enacted policing reform legislation during the same time period outside of the three identified areas.

States that failed to enact substantive statewide police reform legislation. These states may have passed legislation creating a task force or
commission charged with providing recommendations on policing policy and practice; or legislation enacting police reform limited to one
county.

Source: brennancenter.org
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https://www.brennancenter.org/our-work/research-reports/state-policing-reforms-george-floyds-murder


Law Enforcement — Policing Reform

Chokeholds
& Neck
Restraints

Officer
Intervention

Database
for Officer
Misconduct

Body
Cameras
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Law Enforcement — Qualified Immunity Munich RE =

Qualified Immunity

A series of legal precedents that protect
government officials — including police
officers — accused of violating
constitutional rights.

Source: npr.org




Jurisdictional Challenges
These areas are all interrelated

West Coast
= CA, OR, WA
= Significant increase in claims values

ar i

Judicial Hellholes

West Coast is problematic,
but there are issues across the country

Munich RE

So

Tort Reform
» |ncreasing tort caps
* |Immunities reducing

o

i m— N

Social Inflation and Nuclear Verdicts
Disproportionate claim values

Each of these pieces exacerbates complex and sensitive claims

State of the Market — 2022 23 March 2022
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Judicial Hellholes Munich RE =
2021/2022

1 2 3

California New York Georgia Supreme Court

4 5 6

Philadelphia Cook, Madison, St. Clair Louisiana
Counties, IL

St. Louis, MO South Carolina Asbestos
Litigation

Source: ATR — Judicial Hellholes 2020 /2021 https://www.judicialhellholes.org/ State of the Market — 2022 23 March 2022
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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.

Source: onlinelibrary.wiley.com




€]

Social Inflation and Nuclear Verdicts Munich RE =

Nuclear Verdict

a jury award in which the penalty
exceeds $10M

-
‘ros}p.studio / Adobe Stock
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Social Inflation and Nuclear Verdicts Munich RE =

Nuclear Verdict

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

‘ros}p.studio / Adobe Stock




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

208 [0
as

Rate
= |ncreases expected

= Deceleration across all lines

State of the Market — 2022
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Aon Q4 2021 — United States
Global Market Insights Report

o

Casualty
Liability ﬁ 1% to 10%

;_GE

Auto
Liabilit TP 1% 0 10%

Source: Aon Global Market Insights Q4, 2021

@m
Professional
Liability

@

WC

Munich RE

ﬁ 1% to 10%

€]



Brown & Brown Q1 2022 Munich RE =
Market Trends

¥o i

Casualty Professional

Liability ﬁ 59 to 20% Liability ﬁ 1% to 10%
./é\,

@Q (O

Auto WC

Liability ﬁ 5% to 12% —> Flat

Source: Brown & Brown Market Trends Q1 2022
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Risk Management Considerations Munich RE =

Policies and
procedures

= Review by
legal counsel

= Training to standard

= |nsurance to Value and
inspection plan




Summary

i

Market

Munich RE =

N é; -

o Yv o

Property
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= Low to no investmentincome
= Underwriting Pressure

Cyber

= |TV concerns
» Rate increasing, but at slowing pace

Casualty

= Tough rate environment
= Hope to see some slowing towards end of 2022

= Sex Abuse and Law Enforcement concerns
= Rate increasing, but at slowing pace

State of the Market — 2022 23 March 2022 59
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