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State of the Property Market — Overview

November 1, 2019 Update

-~

= Property Market conditions continue to see an
acceleration in rate increases

= Two years of combined ratios exceeding 100% have
forced underwriters to drive profitability

= Accounts below technical pricing or losing key capaci
seeing largest rate corrections

= Even benign risks are seeing +5% to +15%

= (Cat accounts experiencing +10% to +20%

» Cat with losses +15% to >+30%

Restricted
Capacity
+
More Discerning
Underwriting

Continued
Hardening

Coverage

Underwriters continue to take a more
critical look at exposures, restricting many
coverage terms previously offered

= Pressure on Cat deductibles and caps

= First party cyber exclusions are common

= Coverage tightening on CBI, Service Interruption;

valuation concerns, reduction in sublimits and

Kincreased waiting periods

Capacity
= Capital remains available, although insurers are
reducing overall line size and repositioning
deployed lines based on profitability - capacity
available at a price
Major exception is in the case of accounts with
CAT / losses. Deployed capacity has tightened
significantly on these renewals, which will not
generally see the benefits of otherwise healthy
arket capitalization

Loss control heavily scrutlnlzei aggress open

recommendations prior to renewal

= Challenged occupancies include:

food/beverage, manufacturing, dealers open lot,
hospitality, primary habitational / multi-family,
woodworking, senior living, waste

management, and schedules with significant

Cat or convective storm /

*Special Coverage Update: Terrorism Risk Insurance Program (TRIP) Reauthorization pending 2020
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State of the Property Market — Factors Impacting Rate
November 1, 2019 Update

US Wild Fires
The landscape and_ha|l StO"T‘S
. continue to drive
continues to evolve.

industry loss ratios

_ even higher, also
Market Capacity impacting cover-

terms.

Industry Losses
First half of 2019 saw $19B

Treaty projections are

: muted however
Reinsurance questions over

After a hesitant start in profitability While Industry capacity
January and a slightly remain. was lreplenlshed though
more robust response in traditional and alternative

April, the June 18! sources, the market has
Hurricane Dorian and July 15t renewal shifted to a reduction in .the
insured losses are season has withessed overall deployed capacity.

in losses, down from $26B
this time last year. Q219
Barry made landfall in
Louisiana as a CAT 1,

estimate tangible pricing SCIE N erse losses have push
around $5!3, with entum, highlighti rl-elcr)nvsg:/sé f\tjchabrlg v markets to .
5158 attribuited fiscerning appg trends in pricing & ce ANy
to the US. reinsurers Xposures

stricter underwriting
guidelines persist,
causing pressure.

Prognosis: “Decided market firming” even for

benign risks
Forecast:

+5% to 15% non CAT
+10% to 20%+ CAT
+15% t 0 30% ++ CAT with losses

Rate Prediction?
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State of the Property Market — Factors Impacting Renewals

November 1, 2019 Update

Timing Constraints

Underwriting Guidelines

Available Capacity

M Challenged Occupancies

Underwriters are overwhelmed with submission activity
Even initial quotes are coming down to the wire

Tough to obtain multiple options as bandwidth is low

Constant change in guidelines and rate expectations
Approval shifted to senior management, not underwriters

Focus on overall performance and addressing volatility

Increased volume allows underwriters to be more selective
Less capacity for large limit / adverse loss deals

Capacity is being priced and deployed conservatively

Micro-hard market seeing +50% ,+100% even +300%
CAT exposed and loss driven accounts seeing > +30%

Heavy scrutiny on engineering and open recommendations

willistowerswatson.com
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State of the Property Market — Average Rate Change
Historical average rates by quarter as of November 1, 2019

As property conditions continue to see pressure we recommend that all key stakeholders are *Through
aware of the changing environment. Budgetary expectations may fluctuate based on availability of Nov. 1st
2005 capacity, underwriting guidelines and market conditions. Renewals
Average rate
00 4Q18 to 4Q19
up +16.4
10.00%
Hurricanes
5.00%
Harvey, Irma and
Maria
$90B
0.00%
California
Lowest Hurricanes Florence Wildfires
Average Rate and Michael $15B-$17B
. Reduction $15B
-10.00% 2015 Q1 2015 Q2 2015 Q3 2015 Q4 2016 Q1 2016 Q2 2016 Q3 2016 Q4 2017 Q1 2017 Q2 2017 Q3 2017 Q4 2018 Q1 2018 Q2 2018 Q3 2018 Q4 2019 Q1 2019 Q2 2019 Q3 2019 Q4*
=—¢=—Avg. Rate Change -5.70% -8.41% -7.44% -6.28% -5.81% -6.80% -2.15% -6.46% -4.79% -1.18% -4.56% 0.87% 2.53% 3.30% 2.51% 1.94% 5.71% 10.26% 14.51% 18.34%
willistowerswatson.com WillisTowers Watson §L1"1"1:l 15
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State of the Property Market — Average Rate Change
Avg. Rate Trends: December 2018 — November 1, 2019

Market dynamics are impacting certain carriers as well as certain classes of
business disproportionately. Important to note that this is the AVERAGE rate
change and does not speak to CAT or loss impacted accounts specifically.

20.00%

18.00%
Y
16.00%
_ o0 Average
(=)

X through
' t
o 0 Nov.1s

m 12.00%
= Renewals
c
U 10.00%
@
whd
©
n'd 8.00%
o))
>
< 6.00%
4.00%
2.00%
0,
0.00% Dec. 2018 Jan. 2019 Feb. 2019 Mar. 2019 Apr. 2019 May. 2019 Jun. 2019 Jul. 2019 Aug. 2019 Sept. 2019 Oct. 2019 *Nov. 2019
==¢==/\vg. Rate 2.28% 4.21% 6.08% 5.50% 7.95% 11.43% 12.11% 10.97% 17.15% 16.84% 19.58% 16.89%
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State of the Property Market — Average Rate Change
Avg. Rate Trends: December 2018 — November 1, 2019

The pace of the market hardening has accelerated, especially for challenged
occupancies, accounts with losses and CAT exposed properties. Consult your
Property broker to keep appraised of market specifics for your renewal.

20.00%

18.00%

16.00%

14.00% No outliers
for Nov. 1st
. renewals

10.00%
8.00%
6.00%

4.00%

/

2.00%

0.00%

Dec. 2018 Jan. 2019 Feb. 2019 Mar. 2019 Apr. 2019 May. 2019 Jun. 2019 Jul. 2019 Aug. 2019 Sept. 2019 Oct. 2019 Nov. 2019

—4—Average Rate 2.28% 4.21% 6.08% 5.50% 7.95% 11.43% 12.11% 10.97% 17.15% 16.84% 19.58% 16.89%

Average Rate 3.45% 1.64% 6.01% 3.91% 5.64% 9.25% 10.16% 9.92% 15.17% 15.39% 18.66% 16.89%
Excluding Outliers
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State of the Property Market — Special Coverage Update

Terrorism Rate Landscape
“Embedded” Terrorism coverage

15%

" Correlated with rising property rates, costs of embedded terrorism
coverage are continuing to trend upwards

-
-
-
-————
-
-
-
-

5%

" TRIA continues to provide an essential backstop to insurers which
provides rate stability. If extension uncertainty continues, carriers may =

issue provisional notices of cancellation for upcoming renewals in
effect post Dec 31, 2020.

B | NG ———— e

-10%

-15%
2014 2015 2016 2017 2018 2019 2020 2021

" |nsurers may be subject to rating stress testing to demonstrate

adequate surplus and be forced to purchase additional reinsurance, gty Tern —eoePopery Pt ~-ee T P
Tarom Capachy {USD Milln “Stand Alone” Terrorism coverage

$5,000

$4,500

~ ®Uncorrelated with property premiums, stand alone terrorism rates
sasn have remained relatively static.

$3,000

"While recently impacted by merger and acquisition activity in the
sector, aggregate capacity should continue at current levels.

$2,500

$2,000

$1,500 -

$1,000 -

" Nonetheless, with non-renewal of TRIA in 2020 significant
pressure on market capacity in highly concentrated areas will
force rates up by an anticipated 30% to 40% in key areas.

$500 -

2011 2012 2013 2014 2015 2016 2017

willistowerswatson.com WillisTowers Watson 1:1"1"1:l 18
© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.



Terrorism Risk Insurance Program (TRIP)

Key Considerations

On December 31,2020, the Terrorism Risk Insurance Program (TRIP) will expire unless Congress passes
extension legislation to reauthorize the program

Commercial insurers are preparing their response should the federal backstop expire

History has shown that severe market disruption can occur should reauthorization be delayed (or not
occur). Recommended action points include:

v" Confirm with lenders and/or other stakeholders minimum requirements for terrorism coverage regardless of extension
v' Confirm with existing insurers post 2020 position, regardless of TRIP extension

v’ Evaluate placing terrorism insurance on a stand alone basis to provide long term coverage certainty or fill potential
gaps

v" For captive-insured risks, ensure that sufficient replacement capacity is available, either through securing additional
reinsurance or purchasing coverage ‘options’

4 Captives should also confirm in advance cost to convert existing reinsurance, if necessary

v’ Consider a new generation of terrorism risk modeling and analytics to provide valuable counterpoints to lender or

~—Insurer negotiations

willistowerswatson.com WillisTowers Watson §L1"1"1l 19
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State of the Property Market — Industry Rate Change
Top 5 Rate Increase by Industry — YTD as of Nov. 1, 2019

Average Rate Change: Year to Date*

60.00%

*no outliers removed

51.62%
39.14%
32.24%
23.11%

50.00%

40.00%
)

30.00%

20.00%

10.00%

0.00%

Life Sciences Food & Beverage Manufacturing Real Estate - Senior Living Entertainment
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Chart1

		Life Sciences

		Food & Beverage

		Manufacturing

		Real Estate - Senior Living

		Entertainment



Average Rate Change

Average Rate Change: Year to Date*

0.5162

0.3914

0.3224

0.3117

0.2311



Region

		

				MN

				MW

				NE/NY

				West

				South/ATL





Region

		(blank)

		Agribusiness

		Airports / Aviation

		All Other

		Automotive

		Builders Risk

		Communication

		Correctional Institutions

		Distribution / Logistics

		Education

		Entertainment

		Financial Institutions

		Food & Beverage

		Governmental / Public Entity

		Healthcare

		Hospitality / Hotel / Casino

		Life Sciences

		Manufacturing

		Mining

		MN

		MW

		NE/NY

		Other

		Real Estate

		Real Estate - Commercial

		Real Estate - Habitational

		Real Estate – Senior Living

		Religious Institutions

		Restaurants

		Retail

		South/ATL

		Transportation

		West



Total

-0.03

0.1591

0.1309583333

0

0

0

0.05675

0.3

0.0173666667

0.02135

0.08505

0.06692

0.0660666667

0.039614

0.0032641667

0.091076

0.0291666667

0.1426909091

0.0486

0.0949428571

0.090214

0.0481056818

0.0889166667

0

0.0170772727

0.1477823232

0.0666666667

0.1236

0.1005333333

0.101228125

0.1352939394

0.0017666667

0.0321



6.1 Industry Pivots

		



Avg. Rate Change (%)

Average Rate Change by Region
Q2 2019



		

								10/1 Renewals

								Industry		Average Rate Change

								Life Sciences		51.62%												1		Retail		44.05%

								Food & Beverage		39.14%												2		Food & Beverage		28.86%

								Manufacturing		32.24%												3		Life Sciences		21.98%

								Real Estate - Senior Living		31.17%												4		Real Estate - Commercial		18.18%

								Entertainment		23.11%												5		Real Estate – Senior Living		15.70%





		



Average Rate Change

Average Rate Change 
9/1 Renewals




> INSIGHTS
WAl CONFERENCE

Morning Break

A Advisen

1 ransforming ® Insurance




A Advisen

Collateral Damage:
Managing the Mayhem



> INSIGHTS
CONFERENCE

Collateral Damage Managmg the May

A Advisen

m

ke

I-h.-l

he

!
] h -
:-f "',".5’

=

Erik P. N|kodem Stephanie J. Hyde Steven Lawrence Theresa Purcell
Everest Insurance PE-Risk Columbia Kushner
[Moderator] University



Pronertv

A Advisen

At the Center of the Storm:

Broker/Underwriter Roundtable



> INSIGHTS
WAl CONFERENCE

At the Center of the Storm

A Advisen

¥

Duncan C. Maria Damian S.

Ellis b Grace Smith

AlG Brenda (Ballard) Everest Michael A. Palmer & Cay Nicholas M.
[Moderator] Austenfeld Insurance Nardiello Trent

RT Specialty CNA EPIC



2> INSIGHTS
WAl CONFERENCE

A Advisen

rrrrrrrrr g ® Insuranc

unc




|’I‘0IIGI‘W

2 INSIGHTS
EEEEEEEEEE

A Advisen

Business Interruption,

Courtesy of Washington?
Terrorism, Insurance, and the TRIPRA Renewal




> INSIGHTS
WAl CONFERENCE

Business Interruption, Courtesy of Washington?

A Transforming ® Insurance

Wendy Peters Alexander Baker Tarlqe Nageer Scott W|I‘I|amson

Willis Towers ACII Marsh Reinsurance Association

Watson AXA XL of America
[Moderator]



I’rnnerw

%5 INSIGHTS
WAl CONFERENCE

A Advisen

Terrorism Risk Insurance Program
Reavuthorization

Projections Based on Clean Extension of Current Law

RAA’s 2019 TRIP Legislative Model Version 1.2
Data Run as of 9/19/2019



M - - Premium Growth Rate (CAGR) o ~|>
Terrorism Risk Insurance Program (TRIP) - e —

Copyright © 2019 Reinsurance Association of America
All Rights Reserved.

TRIP Coverage Map: Baseline (Max $100B Program Loss Example) - 2003 2003 Program Minimum 100.000.000

>

EI Program Cap = 100,000,000,000

; Program Cap 100,000,000,000

3 "The Vanishing” Federal Share--Discretionary

o e e o

u Recoupment Layer Insurers' Individual Deductible % 7%
Insurers’ Copay % 10%

Insurers’ Copay Above Mkt Plc

Retention 9,000,000,000

Marketplace Aggregate Retention 10,000,000,000

Marketplace Share of Loss 19,000,000,000
Federal Share of Loss--Discretionary
Recoupment Layer 81,000,000,000
: Marketplace Share Pct 199,
Mkt Plc Agg Retention 10,000,000,000
e onare Federal Share Discretiona
edera
Y 81%

Program Minimum 100,000,000 RECG U meI‘I’[ P'Ct

RAA 2019 TRIP Legislative Model V1.2

HH TRIP Map Timeline M TRIP Table Timeline H TRIP Legislative Opts ~ HH TRIP Legislative WC Opts A Insurance Takeup HH Modeled RMS Events  HH Scenario Generator RMS  HH Loss Alloc Pre-Modeled RMS [ Legislative Outcomes RMS  HH Legislative Outcomes RMS (2)  HH Scenario Generatc B

]

=
| M|



M 1 : Premium Growth Rate (CAGR) *:@1@ -|>
Terrorism Risk Insurance Program (TRIP) - B —

Copyright © 2019 Reinsurance Association of America

TRIP Coverage Map: Baseline (Max $100B Program Loss Example) - 2019 2015 Program Minimum 180.000.000

S
ﬂ Program Cap = 100,000,000,000
; Program Cap 100,000,000,000
.  "The Vanishing” Federal Share--Discretionary
o Cr e s o
u Recoupment Layer Insurers’ Individual Deductible % 20%
Insurers’ Copay % 199%
Insurers’ Copay Above Mkt Plc
Retention 11,875,000,000
Marketplace Aggregate Retention 37,500,000,000
Mkt Plc Agg Retention 37,500,000,000 ———— Marketplace Share of Loss 49,375,000,000
: C dare
Federal Share of Loss--Discretionary
Recoupment Layer 50,625,000,000
Marketplace Share Pct 49%
Federal Share Discretiona
& 51%

Program Minimum 180,000,000 RECOU pment Pct

RAA 2019 TRIP Legislative Model V1.2

HH TRIP Map Timeline M TRIP Table Timeline H TRIP Legislative Opts ~ HH TRIP Legislative WC Opts A Insurance Takeup HH Modeled RMS Events  HH Scenario Generator RMS  HH Loss Alloc Pre-Modeled RMS [ Legislative Outcomes RMS  HH Legislative Outcomes RMS (2)  HH Scenario Generatc B S =
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M : . Premium Growth Rate (CAGR) ¢|lz030 -
Terrorism Risk Insurance Program (TRIP) = SR :

Copyright © 2019 Reinsurance Association of America
All Rights Reserved.

TRIP Coverage Map: Baseline (Max $100B Program Loss Example) - 2030 2030 Program Minimum 500.000 000

]

!

E Program Cap = 100,000,000,000

o Program Cap 100,000,000,000

=.  "The Vanishing” Federal Share--Discretionary

o: g L

= Recoupment Layer Insurers’ Individual Deductible % 20%
Insurers’ Copay % 20%

Insurers’ Copay Above Mkt Plc
Retention

Mkt Plc Share 67%
Marketplace Aggregate Retention 58,459,760,522

8,308,047,896

Mkt Plc Agg Retentic:m 58,459,760,522

Marketplace Share of Loss 66,767,808,418
Federal Share of Loss--Discretionary
Recoupment Layer 33,232,191,582
Marketplace Share Pct 67%
Federal Share Discretiona

Y 33%

Program Minimum 200,000,000 RECOU pment Pct

RAA 2019 TRIP Legislative Model V1.2

HH TRIP Map Timeline M TRIP Table Timeline H TRIP Legislative Opts ~ HH TRIP Legislative WC Opts A Insurance Takeup HH Modeled RMS Events  HH Scenario Generator RMS  HH Loss Alloc Pre-Modeled RMS [ Legislative Outcomes RMS  HH Legislative Outcomes RMS (2)  HH Scenario Generatc B S =



Copyright © 2019 Reinsurance Association of America
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Terrorism Risk Insurance Program
Projected Under Clean Reauthorization of Current Law

Market Segment
M Federal Backstop
Industry Share (IMARA + Copay Above)

100B
90B
w 80B
o
-
=
c /0B
- .
(@)
o
a 60B
oa
o
3 50B
\ia
>
4]
= 40B
Y
o
E Assumptions:
s 30B
i - Industry Aggregate Market Place Retention Amount projeted at 49 CAGR (consistent with historical TRIP DPE growth and CBO nominal
v GDP forecast)
20B 9/11/2001 terrorist attack losses trended using historical CPI, CBO CPI estimate through 2030, RAA beyond
For this Tier 1 City (“high target zone") terrorism coverage is virtually 100%; no adjustment is made for terrorism coverage exclusion
10B when trending 9/11/2001 losses M Total 9/11 Scenario Insured Loss Indexed
OB
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 20132 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040
Industry
Share (IMARA
+Ci::ag, 19% | 21%| 249%9%| 33%| 38% | 38%| 38% | 380| 38% | 38%| 28%| 38%| 40%| 42%| 43%| 47%( 49%)| 53%| 53%| 54% | 56%| 57%| 58%| 60%| 62%| 63%| 65%| 6/%| 69%| 71%| 73%| 75%)| 77%| 79%| 82%| 84%| 8/7%| 89%
Above)
Federal
E;E;:Dp 81% | 79%| 7/%)| 68%| 62% | 62%| 62%| 62%| 62%| 62%| 62%| 62%| €0%| 58%| 53%| 53%| 519%| 47%| 4/7%| 46% | 44%| 43% | 42%| 40% | 38%| 37%| 35%| 33%| 31%| 29%| 2/%| 25%| 23%| 219%| 18%| 16%| 13%| 11%
IMS Events  FH Scenario Generator RMS ~ H Loss Alloc Pre-Modeled RMS ~ HH Legislative Outcomes RMS ~ HH Legislative Outcomes RMS (2)  H Federal Share Erosion 2040 H Federal Share Erosion 2030 H TRIP Parameters 2040 B TRIP Parameters 2030  H Prior Reauthorizations H CleanRear w g « »




9/11/2001 Attack Scenario Losses by Market Segment

Copyright © 2018 Reinsurance Association of America

AVt Resev. Projected Under Clean Reauthorization of Existing Law

90B

*Assumptions:

—~ 80BR Industry Aggregate Market Place Retention Amount projeted at 4% CAGR (consistent with
*’: historical TRIP DPE growth and CBO nominal GDP forecast)
=]
o 9/11/2001 terrorist attack losses trended using historical CP1, CBO CPI estimate through 2030,
= /0B RAA beyond
-
o Loss distribution on a market share pro-rata basis to roughly 1/3 of the NY market I
S 60B
O
g For this Tier 1 City (“high target zone") terrorism coverage is virtually 100%; no adjustment is e ﬁ
5 made for terrorism coverage exclusion when trending 9/11/2001 losses 2 § 3 =
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