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"The importance of insurance lies in its ability to spread risk and provide
security to individuals and businesses, enabling them to take risks and
invest in the future.”

— John Maynard Keynes

999999999



2025 AM Best Outlook

AM
CBEST
SINCE 1899 ®



“Market Segment Outlooks”

A Best's Market Segment Outlook, can be Positive,
Negative, or Stable.

* A Positive / Negative market segment
outlook indicates that AM Best expects
market trends to have a positive / negative
influence on companies operating in the
market over the next 12 months. (However, a
Positive / Negative outlook for a particular
market segment does not mean that the
outlook for all the companies operating in that
market segment will be Positive / Negative.)

« A Stable market segment outlook indicates
that AM Best expects market trends to have a
neutral influence on companies operating in
that market segment over the next 12 months.

CBESTY




...find them online

Best's Market segment Outlooks

Our market segment outlooks examine the impact of current trends on companies operating in pamcular segments of the ing

factors we would consider include current and forecast economic conditions; the regulatory environmen\ and poten\ia\ chang

issues that could impact the success of these companies Best's ratings take into account the manner in which companies

ABests Market segment Outlook, like 2 Best's Credit Rating Outlook for 2 company, ¢an pe Positive, Negative, Of Stable

. APositive market segment outlook indicates that AM Best expects market trends to have a positive influence on com
months. However, @ Positive outlook for @ pamcular market segment does not mean that the outlook for all the compani
. ANegative market segment outlook indicates that AM Best expects market trends to have anegative influence on €0

months. However, @ Negative outlook for 2 pamcu\ar market segment does not mean that the outlook for all the compa

Negative

. AStable market segment outlook indicates that AM Best expects market trends to have aneutral influence on compa
12 months

We update our market segment outlooks annually, but may revisit them at any time during the year if regulatory, financial, Of

Global Markets

Global Reinsurance Positive

Global Life Reinsurance Stable
Global Non-Life Reinsurance Positive
Global Cyber \nsurance Stable
London Market |nsurance Positive
Delegated Underwriting Authority Enterprises (DUAES) Positive
North America - Propertleasual\y Markets
us Personal Lines Stable
Homeowners Negative
personal Auto Stable
us Commercial Lines Stable
Commercia\ Auto Negative
Commerc‘na\ Property Stable
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December 2,2024
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The outlook for
the persona\ lines
segment improves
to Stable owing to
improved rate and
pricing conditions,
particu\ar\v in

the auto space;
aswell as solid
risk-ad]usted
cap'\ta\'\zation,
among other
factors

/

Market segment Outlook:
us Persona\ Lines

AM Best's outlook for the US pcrsonal lines segment has been revised tO Srable from Negative, in
line with a correspond'\ng change in the persona\ auto outlook t© Stable from Negative- In March
2024, the outlook for the homeowners line remained at Negative- The revised outlook reflects the
following factors:

o An aggressive push for rate and improvcd pricing segmentat'\on has led © improved
underwriting performance, particu\ar\y for persona\ auto Writers

« More accommodating regulatory treatment of rate requests

« Solid risk—ad]usted capitalization with sufficient liquidity

« Rising investment yields as lower-yielding bonds mature and are reinvested at higher rates

o Accelerated technology adoption

« Improving catastrophe risk management practices
Factors coun(erbalanc'\ng these positives include the following;

« Ongoing volaility in reported results, particular\y for the homeowners line of business
« Elevated loss cost severity owing © inflation and more expensive parts in newer vehicles
. Heightcned severe weather activity

« Flevated reinsurance costs and tightened terms and conditions, including higher overall

retentions and co-pan'\c'\pation on property lines, driving higher net losses
Rateand Refined Underwriting Gain Traction

The Stable outlook on the personal lines segment follows 2 similar change in the persona\ auto

outlook as the subsegment reflects over half of the premium in the persona\ lines space- Personal
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Outlook: Personal Lines
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US Personal Lines: Moving from Negative outlook to Stable

Improved Regulatory Good Accelerated Rising Improving
personal auto treatment capitalization technology investment catastrophe
underwriting more and liquidity adoption yields risk
adapting management




US Personal Lines: Factors countering positives

Volatility in reported Heightened severe Macro-economic Higher reinsurance
results, mostly for weather activity inflation including costs and tightened
homeowners LOB labor, materials, and terms

parts cost
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Outlook: Commercial Lines
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US Commercial Lines segment: Maintaining at Stable

Persistently Sustained Improved Adequate Disciplined
strong risk-adjusted investment and stable risk
underwriting pricing returns reserves selection,
performance strength and bolstering terms and
moderating profitability conditions
inflation and capacity

development

11

Stable
outlook for
Workers
Comp,
Commercial
Property/
Positive
E&S Outlook
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US Commercial Lines: Factors Countering Positives

Elevated casualty High property Geo-political risks Negative Outlooks
claims claims following US for General
elections Liability,
Commercial Auto,
D&O
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Outlook: Global Reinsurance
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Global Reinsurance: Moving from Stable outlook to Positive

Plng/ )

f

/&

Not just re- Sustainable Capital No capital Claims Investor
pricing but underwriting protection depletion activity pressure
de-risking margins instead of driven by behind
earnings secondary underwriting
stabilizers perils discipline
longer
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Outlook: Life & Annuity
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US Life & Annuity: Maintaining at Stable

Strong capitalization across Top line growth in most Consistent profitability
the industry core lines of business
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US Life & Annuity: Factors Countering Positives

Increased allocation to Potential for further interest Ongoing drag of legacy
higher risk assets rate cuts liabilities

999999999
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Outlook: Health Outlook
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US Health segment: Maintaining at Stable

Good capitalization Solid commercial Moderating rate Continued
and liquidity segment pressures at favorable net
provider contract investment
renewals outcome

+ CBESDY
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US Health: Factors Countering Positives

Pressured Medicare advantage and Ongoing growth of specialty medications
Medicaid managed care earnings and GLP-1s
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Outlook: Delegated Underwriting

Authority Enterprises (DUAES)
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Delegated Underwriting Authority Enterprises (DUAE): Maintain at Positive

N N/ P
s &g
Sustained growth Capacity continues Offer niche Continued
and resilience to be sufficient expertise and Investment in talent
globally tailored solutions and tech
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DUAE: Factors Countering Positives

f

Greater dependence on Execution risks for DUAE Scrutiny of DUAESs by
reinsurance and more startup operations and market participants
stringent underwriting fronting carriers

conditions in the Lloyd’s

market
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2025 AM Best Market Segment Outlooks Summary

AM Best Market Segment Outlooks

v"  Revised the outlook to Stable from Negative for US Personal Lines

v" Revised the outlook to Positive from Stable for Global Reinsurance

v" Maintaining a Stable outlook for the US Commercial Lines

v" Maintaining a Stable outlook for the US Life & Annuity

v" Maintaining a Stable outlook for the US Health segment

v" Maintaining a Positive outlook for the Delegated Underwriting Authority Enterprises (DUAE)

CBESDY
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Innovation
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Where Innovation Fits in AM Best Methodology for Ratings

Country Risk
4 N\ N\ N N\ [ N\ )
LRz Operating Business Ente_r prise Comprehensive
SIS Performance Profile AL Adjustment Ratin ERLE)
Strength ' _ Management il ] | LiftlDrgg Credit
Rating
Baseline e (+2/-2) (+1/-4) b
\_ / \L / \L A\ / \_ / \_ Y,

Business Profile Components

Market Position * Management Quality

Pricing Sophistication & Data Quality * Regulatory, Event and Country Risks
Product Risk * Distribution Channels

Degree of Competition *  Product/Geographic Concentration
Innovation

CBESDY
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Deepening Relationships to Drive the Digital Transformation

Quarterly InsurTech Funding Volume — All Stages
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Innovati
ation: Recurring Themes
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Our Insight, Your Advantagé

o 2023 Insurer Innovation Acce\erated by
coVID-19 Continues Post-Pandemic

BB e

Resi dual . Principal Takeaways

esidua economic « Reinsurers ar¢ using the knowledge they gain from pred'\ctive modeling and artificial
g —— ,V,a..,J,M,:,;»l, _ _ esalliseees (AT = Jovealom I .g,L.,,x..“;:,l\,,Lnlv,, JRTIRO e ——
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Our Insight, Your Advantage

Trend Review Highly Innovative personal

May 2, 2024
- - - -
Auto Carriers Have a S|gn|f|cant
- -
competitiveé Edge
e ——
A Principal Takeaways
Two thll’dS Of o Net premiums written (NP\V ) g,mwth for insurers with h'\gh innovation assessments is
the auto can'lers signiﬁcandy higher than for those with lower assessments-
i « Innovation has increased cfficiencies and top line gmwth. but close monitoring is required 0
whose ratings O dverse risk select
avoid adverse 1S selection.
were downg[aded o Carriers can |everage low expense ratios to grow prem'\ums to reduce overall combined ratios.

o Lower innovation scores Were evidentin a majority of auto carriers whose ratings were

n 2023 had downgraded in 2023.

'mnovat'\on « Innovation |eaders are struggling © transform their initiatives into underwriting proﬁmb'ﬂ‘\ty.
assessments of The pcrsona\ auto line of business is well suited t© innovation. Carriers deal with large
Moderate homogenous risks, allowing initiatives t© be scaled and rep\'\ca[ed relatively casily. Compared
with the broader propeny/casua\ty industrys pcrsona\ auto carriers ar¢ the furthest ahead when it
comes 0 innovative processes like aummatcd claims management and the use of data 0 auromarte
underwriting and have the highest average innovation scores among the P/C lines of business.
However, not all auto writers are at the same level, and carriers that are more innovative have 2
competitive advantage- Personal auto carriers that are highly {nnovative capture greater market

share, grow their business faster, and have lower combined ratios than insurers that are not.

\nnovators Grow Faster




Innovation Distribution Median “Moderate”
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P/C Industry: NPW Change by Level of Innovation

5-Yr Net Premiums Written Change 10-Yr Net Premiums Written Change
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P/C Industry: Expense Ratio by Level of Innovation

Underwriting Expense Ratio
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Personal Auto Example: Expense Ratio by Level of Innovation

Underwriting Expense Ratio
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DUAE Status
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Growth of DUAEsS/MGASs

US Property & Casualty
MGA Direct Premiums Written (USD billions)

2015 2016 2017 2018 2019 2020 2021 2022 2023

mmm Direct Premiums Written —YoY % Growth

Source: BestLink, AM Best data and research G-E AMST
SINCE 1899 ®
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Evolution of Insurance Distribution

Policyholder Distribution Trends
1 * Multi-channel

* Non-traditional channels

 Technology

E

} Traditional Delegated authority

EE

MGA/DUAEs Embedded B S Channel Considerations
Traditional « Growth & A
Insurtech Aggregator row ceess
- « Cost
« Segment

« Competition

H
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AM Best Rating Movements
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A Perfect Storm for US PC Insurers

Elevated Cat

\ Losses
Inflation &

Rising Property
Values

Secondary
Perils

Property
Insurers

Reinsurance
Regulatory Pricing

Hurdles \ Increases
' Reinsurance

Retentions/Co-
Participation
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Ratings Movement by US P/C Org Type

ICR Changes Per Organization Type 2021-2024
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Ratings Movement by US P/C Capital & Surplus (2021-2024)
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Combined Ratio by Organization Type
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Looking ahead in 2025
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Trends Starting the Year

* Insurance Continues to Evolve — N
» Change in Rate of Innovation has - ¢ Cow‘””

= . /

been Substantial
« ESG Trend is Deteriorating
* Financial Strength Stable

* Insurance is Currently Suffering a
Public Relations Problem

"Insurance is the only product that both the W\ it
buyer and seller hope is never used.” | | [ ity

b

— Unknown

e PRICE
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...and from a wiser man
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"In the business world, the rearview mirror is always clearer than
the windshield. That’s why insurance exists.”
— Warren Buffett
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Questions?
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Disclaimer

© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY 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 AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB 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 AMB 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 AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit 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, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. 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 AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage™
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