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U.S. inflation-adjusted insured CAT losses: 1980-2022: (J3*

The 2020s are off to an ominous
start with $76B in average annual

2010s: $37B insured losses (2020-21)
Harvey, Irma, Ida ($368)

Maria $112B X Freeze
s Average for Decade 2000s: $27B ($15B)

$858 $858 Insured

Katrina, Rita, CAT losses
:| Wilma through Q3
2022 total
~$708,
including
Hurricane
lan

Hurricane $44B
Andrew
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*Stated in 2021 dollars except2022:Q3 (2022 dollars ).

Sources: Property Claims Service, a Verisk Analytics business (1980-2018); 2020-21 figures fromMunich Re; 2023 YTD
data fromAon; Insurance Information Institute; University of South Carclina, Risk & Uncertainty Management Center.




ROE: Property/ casualty insurance by major event, 1987-2021%
S&P500 Average ROE 13% vs. Insurance Industry of 6.5%

P/C PROFITABILITY IS INFLUENCED BOTH

BY CYCLICALITY AND VOLATILITY Katrina, Rita,
Wilma

Harvey, Irma, Maria,
CAwildfires

2021 6.4%

Lowest CAT
losses in 4 hurricanes Sandy
15 years
Andrew, Iniki

Roetd 2020 6.9%
. Financial Crisis* ROE fell by Tornado COVID-19
Northridge 8.3 pts from 12.7% to 4.4% Laees
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Ten-year treasury rate 4.27% — risk free rate of return




Reznsurance supply and demand tmbalance

Reinsurance is “Insurance for Insurance Companies”. It protects insurance companies from very
high claims that could impact their capital base and/or solvency. By ceding risk to a reinsurer,an

insurer reduces their net liability on individual risk and catastrophe protection.

Period of Excess

Supply
Expected Change
In Supply =
- -$25-50B
- |

Imbalance =
Expected Change / ~$50-80B
In Demand =
+$25-30B

Supply / Demand

2017 2018 2019 2020 2021 2022 2023
Sowrce: D&P Analysis

Higher reinsurance attachment points have caused primary insurers to pay more losses.
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Top alternative program structures

PROPERTY PLUS AGGREGATE

« An aggregated deductible that sits above the per occurrence deductible.
+ Provides additional risk taking, lower premium with balance sheet protection given that it is an aggregated deductible
+ Provides financial upside in “good” loss years.

SPLIT PROGRAM

« Bifurcate program and create multiple towers by occupancy, construction type, geography.

STRUCTURED PROGRAM

« A multi-yearand/or multi-line solution designed specifically to address clients' needs by maximizing retained risk, financed risk
and risk transfer more efficiently.
+ The program provides volatility management and profit sharing for good performance.

SELF-INSURED PROGRAM (WITH FRONT AND/OR CAPTIVE)

« A program where the insured takes a significant self-insured retention using a front or captive to evidence risk transfer.

ALTERNATIVE CAT STRATEGIES

« Parametric products are not triggered by loss but rather a defined outcome (e.g., wind speed maintaining 115MPH for 60
seconds)

+ Within the property tower or structured standalone to buy-down deductibles or provide capacity
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How to impact your result
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Start renewal early and
engage C-suite.

it
it
Engage lender’s if considering
alternative risk or large
retention changes.

Focus on submission quality
and data (replacement cost
valuations critical).

D:
il L
Highlight risk

management, loss control and Explore viability of alternative
claims best practices. risk products/retentions.
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