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Presentation OutlinePresentation Outline
Pertinent Economic TrendsPertinent Economic Trends

•• GlobalGlobal
•• U.S.U.S.
•• Puerto RicoPuerto Rico

Outlook for Reinsurance and Insurance SectorsOutlook for Reinsurance and Insurance Sectors

Capital MarketsCapital Markets
•• Capital MarketsCapital Markets
•• ValuationValuation
•• Mergers, Acquisitions and DivestituresMergers, Acquisitions and Divestitures

What Lies AheadWhat Lies Ahead
•• Challenges and OpportunitiesChallenges and Opportunities
•• DistributionDistribution
•• RegulationRegulation
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Pertinent Economic TrendsPertinent Economic Trends

GlobalGlobal
U.S.U.S.
Puerto Rico Puerto Rico –– Hispanic Latino MarketHispanic Latino Market
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Global EconomyGlobal Economy

China, India & Emerging Markets More China, India & Emerging Markets More 
Robust Than U.S. EconomyRobust Than U.S. Economy
Europe & Japan TepidEurope & Japan Tepid
Euro Weakening Euro Weakening –– Discord Reigns in Discord Reigns in 
World Trade MarketsWorld Trade Markets
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U.S. EconomyU.S. Economy

Economic ForecastEconomic Forecast
•• Moderate Inflationary Pressures Moderate Inflationary Pressures 
•• Monetary Restraint Monetary Restraint 
•• Business Profits Up But At Lower PaceBusiness Profits Up But At Lower Pace
•• Dollar StableDollar Stable

Interest RatesInterest Rates
•• Reserve Board to Boost Interest Rates 2Reserve Board to Boost Interest Rates 2--3 Times3 Times
•• Upturn in Corporate Bond MarketUpturn in Corporate Bond Market
•• LongLong--term Bond Market Skeptical About Inflationterm Bond Market Skeptical About Inflation
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Economic ForecastEconomic Forecast
As of April 1, 2005As of April 1, 2005

Source: Silvercrest Asset Management ReportSource: Silvercrest Asset Management Report

20032003 20042004
EstimatedEstimated

20052005
ProjectedProjected

20062006

Real GDP (Ann. % of Change)Real GDP (Ann. % of Change)
Real Consumption ExpendituresReal Consumption Expenditures
Business Fixed InvestmentBusiness Fixed Investment
Inventory Investment (Billions)Inventory Investment (Billions)
Residential Construction (Billions)Residential Construction (Billions)
Government Spending (Billions) (a)Government Spending (Billions) (a)
Trade BalanceTrade Balance--Goods & ServicesGoods & Services
Federal Budget*: Unified (Billions)Federal Budget*: Unified (Billions)
GDP DeflatorGDP Deflator
Producer Price IndexProducer Price Index
Consumer Price IndexConsumer Price Index
Industrial ProductionIndustrial Production
Real Disposable IncomeReal Disposable Income
Hourly CompensationHourly Compensation
Unit Labor Cost (NonUnit Labor Cost (Non--Farm)Farm)
Productivity Growth (% Change)Productivity Growth (% Change)
Personal Savings Rate (% DPI)Personal Savings Rate (% DPI)
Capacity Utilization Capacity Utilization –– Total IndustryTotal Industry
Trade Weighted $ Exchange Rate (b)Trade Weighted $ Exchange Rate (b)
Vehicle Sales (Million Units)Vehicle Sales (Million Units)
Housing Start (Million Units)Housing Start (Million Units)
Civilian Employment (Millions)Civilian Employment (Millions)
Civilian Unemployment RateCivilian Unemployment Rate
Corporate Profits Corporate Profits –– AT AT -- NIPANIPA
S&PS&P––500 Earnings500 Earnings--ReportedReported
S&PS&P––500 Earnings500 Earnings--OperatedOperated
S&PS&P--500 Dividends500 Dividends
90 Day U.S. Treasuries90 Day U.S. Treasuries--Yield (%)Yield (%)
1010--Year U.S. TreasuriesYear U.S. Treasuries--Yield (%)Yield (%)

3.0%3.0%
3.3%3.3%
3.3%3.3%
($0.7)($0.7)
$511.2$511.2
$1909.5$1909.5
($496.5)($496.5)
($374.3)($374.3)

1.8%1.8%
3.2%3.2%
2.3%2.3%
0.0%0.0%
1.8%1.8%
4.0%4.0%

(0.4%)(0.4%)
4.4%4.4%
1.3%1.3%
75.5%75.5%

(12.2%)(12.2%)
16.616.6
1,8521,852

137,736137,736
6.0%6.0%
16.3%16.3%
$48.74$48.74
$55.54$55.54
$17.60$17.60

1.401.40--0.750.75
3.173.17--4.554.55

4.4%4.4%
3.8%3.8%
10.6%10.6%
$46.6$46.6
$560.2$560.2

$1,946.8$1,946.8
($617.1)($617.1)
($412.8)($412.8)

2.2%2.2%
3.6%3.6%
2.7%2.7%
4.1%4.1%
3.5%3.5%
4.4%4.4%
0.3%0.3%
4.0%4.0%
1.2%1.2%
78.0%78.0%
(8.2%)(8.2%)
16.816.8
1.9521.952
139.3139.3
5.5%5.5%
11.2%11.2%
$59.46$59.46
$67.09$67.09
$19.25$19.25

0.860.86--2.252.25
3.683.68--4.874.87

3.7%3.7%
3.3%3.3%
9.8%9.8%
$46.0$46.0
$576.0$576.0
$1975.0$1975.0
($650.0)($650.0)
($409.0($409.0
2.2%2.2%
3.5%3.5%
2.8%2.8%
4.2.%4.2.%
3.6%3.6%
4.4%4.4%
2.2%2.2%
2.2%2.2%
1.2%1.2%
79.5%79.5%
(8.9%)(8.9%)
16.416.4
1.8301.830
141.85141.85
5.2%5.2%
8.6%8.6%

$66.50$66.50
$73.00(c)$73.00(c)

$21.00$21.00
2.492.49--3.503.50
3.553.55--5.155.15

5.0%5.0%
2.8%2.8%
3.0%3.0%
$38.0$38.0
$570.0$570.0
$2013.0$2013.0
($610.0)($610.0)
($415.0)($415.0)

2.3%2.3%
2.2%2.2%
2.6%2.6%
3.8%3.8%
3.5%3.5%
4.2%4.2%
2.0%2.0%
2.0%2.0%
1.8%1.8%
80.2%80.2%
(4.6%(4.6%
16.416.4
1.7601.760
143.6143.6
5.0%5.0%
4.8%4.8%

$72.00$72.00
$77.00(c)$77.00(c)

$22.25$22.25
3.403.40--4.504.50
4.804.80--5.605.60
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3-Month T-Bill 1-Yr. T-Bill 10-Year T-Note

Interest Rates: Lower Than They’ve Been in Interest Rates: Lower Than They’ve Been in 
Decades, But…Decades, But…

Source:  Board of Governors, Federal Reserve System; Insurance Info. Institute     *As of 2/25/05.

Lower bond yields were the primary driver 
behind declining investment income in recent 
years, with the 10-year note reaching a 45-year 
low in 2003
Higher ST rates as Fed tightens.  In long run 

budget & current account deficits may force 
rates higher

About 2/3 of invested assets are in 
the form of bonds
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Puerto Rico Puerto Rico -- Hispanic Latino MarketHispanic Latino Market

40 Million Population40 Million Population
Disposable Income Estimated $1 Trillion by 2010Disposable Income Estimated $1 Trillion by 2010
EntrepreneursEntrepreneurs

•• 22 Went Public Last 20 Years22 Went Public Last 20 Years
•• Biggest Biggest –– Hottest:Hottest:

Molina Healthcare Molina Healthcare -- CaliforniaCalifornia
Doral Financial Doral Financial -- Puerto Rico and New YorkPuerto Rico and New York

Young BuyersYoung Buyers
•• 34.4% Under 18 vs. 22.8% In U.S.34.4% Under 18 vs. 22.8% In U.S.
•• Only 5% Over 65 vs. 12% U.S. PopulationOnly 5% Over 65 vs. 12% U.S. Population

Lingering, Irrefutable Negative Lingering, Irrefutable Negative -- The Rating AgenciesThe Rating Agencies
•• Geographic ConcentrationGeographic Concentration
•• Catastrophe SensitivityCatastrophe Sensitivity
•• U.S. Sneezes U.S. Sneezes –– Puerto Rico Catches A ColdPuerto Rico Catches A Cold

HispanicHispanic--Latino Market Largest Minority Group In U.S.Latino Market Largest Minority Group In U.S.
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OutlookOutlook

ReinsuranceReinsurance
Insurance SectorsInsurance Sectors

•• Property and CasualtyProperty and Casualty
•• Life and HealthLife and Health
•• Med MalMed Mal
•• LongLong--Term CareTerm Care
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ReinsuranceReinsurance

Property and CasualtyProperty and Casualty
Catastrophe/Hurricane LossesCatastrophe/Hurricane Losses

Life HealthLife Health
Finite ReFinite Re
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Property and Casualty ReProperty and Casualty Re

ConsolidationConsolidation
•• 26 Companies Reporting Results to RAA Year End 200426 Companies Reporting Results to RAA Year End 2004
•• 29 in 200129 in 2001
•• 74 in 198974 in 1989
•• 149 in 1982149 in 1982

Statutory ResultsStatutory Results
Policy Holder SurplusPolicy Holder Surplus
Combined Ratio (PCombined Ratio (P--C)C)

•• 111% in 2004111% in 2004
•• 93.9% 193.9% 1stst Quarter 2005Quarter 2005
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RAARAA
RAA Statutory Reinsurance Underwriting Report
(In Thousands)
Twelve Months Ended December 31, 2004
Prepared March 8, 2005

Net Net Federal and
Gross Direct Net Net Net Losses & Commission Other Net Investment Realized Other Pre-Tax Foreign Net

Premiums Premims Premiums Premiums Premiums Loss Adj. and Underwriting Underwriting Income Capital Income Income Income Tax/ Income Policyholder's
Written Written Written Written Earned Expenses Loss Brokerage Expenses Expense Combined Gain/(Loss) (Loss) Gain/(Loss) (Loss) (Loss) (Benefit) (Loss) Surplus

Reinsurer Dec-04 Dec-04 Dec-04 Dec-03 Dec-04 Dec-04 Ratio Dec-04 Dec-04  Ratio Ratio Dec-04 Dec-04 Dec-04 Dec-04 Dec-04 Dec-04 Dec-04 Dec-04
American Agricultural Insurance Company 734,668 14,402 484,560 492,791 462,560 356,373 77.0% 103,229 12,104 23.8% 100.8% (9,145) 22,972 4,511 0 18,338 6,840 11,499 331,898 

American Re-Insurance Corp (1) 4,206,071 659,982 1,849,985 1,583,531 1,803,034 1,713,395 95.0% 211,295 315,414 28.5% 123.5% (437,070) 494,478 314,696 (190,434) 181,670 (86,275) 267,945 3,386,035 

Axis Reinsurance Company (2) 569,514 233,527 218,600 113,077 151,598 120,376 79.4% 33,858 20,530 24.9% 104.3% (23,166) 16,397 594 0 (6,175) 7,782 (13,957) 517,040 

Berkley Insurance Company 1,706,895 460 1,599,717 1,396,715 1,570,802 1,123,217 71.5% 348,094 58,189 25.4% 96.9% 41,302 158,616 22,146 (487) 221,577 66,780 154,797 1,511,628 

Converium Reinsurance (North America) Inc. 573,136 0 348,311 763,897 569,810 818,000 143.6% 47,264 60,864 31.0% 174.6% (356,318) 82,604 14,306 (37,020) (296,428) 59,270 (355,698) 349,255 

EMC Reinsurance Company (3) 97,637 0 97,637 90,058 95,444 53,365 55.9% 25,976 1,118 27.8% 83.7% 14,984 9,158 1,108 0 25,251 7,748 17,503 69,572 

Endurance Reinsurance Corporation of America 725,518 0 339,102 423,688 311,899 239,565 76.8% 91,652 43,911 40.0% 116.8% (63,229) 21,210 950 0 (41,069) 0 (41,069) 504,465 

Everest Reinsurance Company 3,694,479 5,032 2,800,503 2,964,501 2,709,095 2,096,762 77.4% 602,111 41,765 23.0% 100.4% (31,542) 323,986 47,316 (20,355) 319,404 143,582 175,821 2,093,152 

Farmers Mutual Hail Insurance Company of Iowa 25,946 0 22,215 53,406 30,261 21,414 70.8% 2,432 2,097 20.4% 91.2% 4,318 N/A N/A N/A N/A N/A N/A N/A

Folksamerica Reinsurance Company 1,484,537 6,194 993,083 889,177 934,188 712,940 76.3% 236,258 36,114 27.4% 103.7% (51,125) 53,460 14,762 (9,942) 7,155 8,113 (959) 917,404 

GE Insurance Solutions (4) 3,938,212 343,812 3,585,684 3,490,841 3,664,446 3,941,257 107.6% 667,956 272,185 26.2% 133.8% (1,216,952) 578,186 87,768 27,760 (523,238) (303,168) (220,070) 6,202,238 

General Re Group (5) 2,836,970 556,364 2,746,950 3,440,123 3,011,817 2,103,808 69.9% 562,321 334,576 32.7% 102.6% 11,112 766,009 89,955 0 867,076 256,641 610,435 7,176,417 

Insurance Corporation of Hannover 320,208 318,951 67,931 (48,774) 90,125 48,630 54.0% 7,780 22,209 44.1% 98.1% 11,506 8,525 (616) 2,059 21,474 2,079 19,395 179,851 

Mapfre Reinsurance Corporation 108,627 0 76,288 54,955 70,407 54,813 77.9% 18,394 3,863 29.2% 107.1% (6,663) 5,876 46 (224) (966) 0 (966) 151,279 

National Indemnity Company 2,966,374 231,368 2,808,601 2,740,860 2,702,241 1,347,644 49.9% 367,466 37,685 14.4% 64.3% 949,446 1,175,653 893,167 101,921 3,120,188 934,189 2,185,999 27,224,759 

Odyssey America Re/Odyssey Reinsurance (6) 2,416,782 419,394 2,131,351 1,911,168 2,079,625 1,517,349 72.9% 477,776 114,094 27.8% 100.7% (29,594) 145,474 172,969 (19,791) 269,058 154,885 114,173 1,675,858 

Partner Re U.S. (7) 1,132,737 0 875,947 1,040,578 874,703 692,001 79.1% 207,291 58,020 30.3% 109.4% (82,609) 61,169 42,457 15,183 36,200 22,224 13,976 586,543 

Platinum Underwriting Reinsurance, Inc. 1,301,664 0 715,432 667,516 658,972 299,243 45.4% 323,390 45,629 51.6% 97.0% (9,291) 35,709 (518) 24,636 50,536 29,962 20,574 403,121 

PXRE Reinsurance Company (8) 83,630 0 45,511 79,411 46,243 43,207 93.4% 2,023 14,147 35.5% 128.9% (13,134) 17,508 1,143 (12,854) (7,336) (10,543) 3,206 224,926 

QBE Reinsurance Corporation 796,017 2,736 449,410 389,652 433,296 260,501 60.1% 126,915 23,716 33.5% 93.6% 22,164 8,746 1,338 11,412 43,660 15,097 28,564 435,588 

SCOR U.S. Group/SCOR Reinsurance Company 233,254 24,311 136,235 347,854 169,115 205,672 121.6% 34,370 29,891 47.2% 168.8% (100,817) 44,796 10,545 9,735 (35,741) 0 (35,741) 505,761 

Swiss Reinsurance America Corporation (9) 4,733,747 0 2,139,071 1,988,501 2,002,899 1,899,103 94.8% 316,589 143,667 21.5% 116.3% (356,460) 324,145 22,162 (92,242) (102,395) (2,144) (100,251) 2,647,733 

The Toa Reinsurance Company of America 326,543 0 282,964 278,673 278,170 251,324 90.3% 58,977 11,167 24.8% 115.1% (43,298) 33,363 18,166 (849) 7,382 4,066 3,316 330,037 

Transatlantic/Putnam Reinsurance Co. 3,780,261 0 3,393,309 3,100,365 3,305,125 2,478,708 75.0% 836,718 67,703 26.7% 101.7% (78,004) 271,958 21,835 (1,364) 214,425 76,616 137,809 1,944,450 

Trenwick America Reinsurance Corporation (10) 7,833 407 4,668 103,082 21,852 16,652 76.2% 916 1,778 57.7% 133.9% 2,507 18,761 6,725 (17,761) 10,232 0 10,232 62,378 

XL Reinsurance America (11) 4,382,792 19,988 546,020 427,045 509,583 365,942 71.8% (148,642) 243,534 17.4% 89.2% 48,750 81,491 11,412 (8,730) 132,923 (2,045) 134,968 1,775,407 

Total Reinsurers 42,603,083 2,836,521 28,406,106 30,630,787 (12) 27,965,648 21,946,609 78.5% 5,514,229 1,953,328 26.3% 104.8% (1,448,517) 4,658,885 1,777,912 (164,566) 4,819,397 1,332,429 3,486,967 60,795,162

Total Companies in Runoff 580,969 407 352,979 635,998 591,662 834,652 141.1% 48,180 62,642 31.4% 172.5% (353,811) 101,365 21,031 (54,781) (286,196) 59,270 (345,466) 411,633

Total Results 43,184,052 2,836,928 28,759,085 30,630,787 (12) 28,557,310 22,781,261 79.8% 5,562,409 2,015,970 26.4% 106.2% (1,802,328) 4,760,250 1,798,943 (219,347) 4,533,201 1,391,699 3,141,501 61,206,795

(1)   Includes the combined results of American Re-Insurance Company, American Alternative Insurance Corporation, and The Princeton Excess & Surplus Lines Insurance Company.
(2)   Excludes reinsurance business of Axis Capital Holdings Ltd. written in Bermuda.
(3)   All insurance issued in the name of Employers Mutual Casualty Company.            
(4)   Includes the combined results of Employers Reinsurance Corporation and GE Reinsurance Corporation.
(5)   All data presented for the North American Property/Casualty segment of the General Re Group.  Includes certain intercompany and other adjustments.  Excludes other affiliates of the Berkshire Hathway Group.
(6)   Includes combined results of Odyssey America Reinsurance Corporation, Clearwater Insurance Company, Hudson Insurance Company, Hudson Specialty Insurance Company and Clearwater Select Insurance Company (formerly Overseas Partners US Reinsurance Compan   
(7)   Includes the combined results of Partner Reinsurance Company of the U.S. and its subsidiary PartnerRe Insurance Company of New York.
(8)   Represents the statutory results of the U.S. reinsurance operations.  Excludes reinsurance business of PXRE Reinsurance Ltd. written in Bermuda.
(9)   Represents only part of Swiss Re Group's business and includes a number of impacts including cessions to the parent.
(10) Represents U.S. reinsurance operations only, which are currently in runoff. 
(11) XL Reinsurance America's net underwriting results consist of its net pooled share of the combined underwriting results of the XL America Group Pool.  All pool members are wholly-owned subsidiaries of XL Reinsurance America.
(12) Total premiums written shown for December 2003 are those reported in the December 2003 Reinsurance Underwriting Report.
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US Reinsurers: Change in Policyholder Surplus ($ Billions)US Reinsurers: Change in Policyholder Surplus ($ Billions)
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Reinsurer PHS fell 20% from 1998-
2002. Capacity today similar to 1998. 

Same story globally.
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2001’s combined ratio was the worst-ever for 
reinsurers; 2002 was bad as well.
2003: Great improvement
2004: Hurricanes cost reinsurers dearly

Hurricanes cost 
reinsurers an 

underwriting profit
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Hurricane LossesHurricane Losses

2004 Was The Second Worst Year Ever 2004 Was The Second Worst Year Ever 
For Hurricanes In The U.S.For Hurricanes In The U.S.
Four Of The Top 10 Hurricanes In U.S. Four Of The Top 10 Hurricanes In U.S. 
History Occurred In 2004History Occurred In 2004
79% Of Losses Originated In Florida79% Of Losses Originated In Florida
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U.S. InsuredU.S. Insured
Catastrophe Losses ($ Billions)Catastrophe Losses ($ Billions)
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Note: 2001 figure includes $20.3B for 9/11 losses reported through 12/31/01.  Includes only business and personal property claims, 
business interruption and auto claims.
Source:  Property Claims Service/ISO; Insurance Information Institute

$ Billions
2004 was the second worst year ever for natural disaster losses in the 

US after adjusting for inflation.  About 79% of those losses originated in 
Florida.
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Losses from Hurricanes of 2004Losses from Hurricanes of 2004

$ Billions
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Estimated insured losses from the hurricanes of 2004 exceed the $15.5B 
in losses from Hurricane Andrew ($20.3B in $2003)

Four of the Top 10 
hurricanes in US history 

occurred in 2004

*III estimates as of 9/29/04
Source:  ISO/PCS; Insurance Information Institute
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Top 10 Insured Losses in U.S. History,Top 10 Insured Losses in U.S. History,
19801980--2004 ($2003)2004 ($2003)
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Sources: Swiss Re, “Natural Catastrophes and Man-Made Disasters in 2003,” Sigma, no. 1, 2004; except Sept. 11 estimate from Hartwig, Robert P., 2004 Mid-
Year Property/Casualty Insurance Update, Insurance Information Institute.  Figure is stated in 2001 dollars.

Four of the 10 most expensive disasters in US 
history occurred in 2004
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Top 10 Insured Losses Worldwide,Top 10 Insured Losses Worldwide,
19701970--2004 ($2003)2004 ($2003)
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*Insurance Information Institute estimate; Hurricane Charley figure is from ISO/PCS. Both in 2004 $.
Sources: Swiss Re, “Natural Catastrophes and Man-Made Disasters in 2003,” Sigma, no. 1, 2004; except Sept. 11 estimate from Hartwig, Robert P., 2004 
Mid-Year Property/Casualty Insurance Update, Insurance Information Institute.  Figure is stated in 2001 dollars.

Six of the 10 most expensive disasters is 
world history occurred in the US
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Effect of Disasters on P/C Insurer ROEs v. All Effect of Disasters on P/C Insurer ROEs v. All 
Industries, 1987Industries, 1987––2004E*2004E*
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US P/C Insurers All US Industries P/C excl. Hurricanes
*2004 p/c estimate based on first 9 months data.
Source:  Insurance Information Institute; Fortune

Andrew
Northridge

Hugo Lowest CAT 
losses in 15 years

Sept. 11

2004 ROE excl. 
hurricanes

2004 ROE 
reduced due to 

hurricanes
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Life Health ReLife Health Re
ConsolidationConsolidation

•• 5 Players have ¾ of In5 Players have ¾ of In--Force Traditional Life ReForce Traditional Life Re
•• LongLong--Term: Barely 1 Dozen Meaningful Life Reinsurance CompaniesTerm: Barely 1 Dozen Meaningful Life Reinsurance Companies

66--8 Large Global Reinsurers8 Large Global Reinsurers
66--8 Regional U.S. 8 Regional U.S. -- ElsewhereElsewhere

Capacity LessenedCapacity Lessened
New Emerging MarketsNew Emerging Markets

•• Wilton Re (MMC) $600 Mill PPWilton Re (MMC) $600 Mill PP
•• Scottish Re  Bought ING Re (for $560+$230 Mill New Cap For IndivScottish Re  Bought ING Re (for $560+$230 Mill New Cap For Individual Life)idual Life)
•• AEGON USA Bought Global PFD Re for $57 MillAEGON USA Bought Global PFD Re for $57 Mill
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Leading Life Reinsurers by AmountLeading Life Reinsurers by Amount
In Force, Nonaffiliated Business In Force, Nonaffiliated Business -- 20032003

CompanyCompany
Swiss Re Life & Health AmericaSwiss Re Life & Health America
RGA Reins CoRGA Reins Co
Security Life of Denver Ins CoSecurity Life of Denver Ins Co
Lincoln Nat'l Life Ins CoLincoln Nat'l Life Ins Co
Manulife Reins LtdManulife Reins Ltd
Munich American Reassurance CoMunich American Reassurance Co
Employers Reassurance CorpEmployers Reassurance Corp
European Reins Co of ZurichEuropean Reins Co of Zurich
Allianz Life Ins Co N AmericaAllianz Life Ins Co N America
Transamerica Occidental LifeTransamerica Occidental Life

AMB #AMB #
0728307283
0908009080
0702907029
0666406664
5739757397
0674606746
0697606976

**
0683006830
0684806848

Amount In ForceAmount In Force
Year End 2003Year End 2003

$1,063,128,400,000$1,063,128,400,000
757,691,976,137757,691,976,137
551,258,166,201551,258,166,201
548,893,944,503548,893,944,503
516,739,471,577516,739,471,577
480,134,748,400480,134,748,400
366,812,587,726366,812,587,726
299,664,000,000299,664,000,000
271,873,155,256271,873,155,256
224,407,545,857224,407,545,857

*Company not followed by A.M. Best*Company not followed by A.M. Best
Source: A.M. Best Co.Source: A.M. Best Co.
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Leading Life ReinsurersLeading Life Reinsurers
By Premium, Nonaffiliated Business By Premium, Nonaffiliated Business -- 20032003

CompanyCompany
Federal Kemper Life AssurFederal Kemper Life Assur (1)(1)

Swiss Re Life & Health AmericaSwiss Re Life & Health America
RGA Reins CoRGA Reins Co
European Reins Co of ZurichEuropean Reins Co of Zurich
Lincoln Nat'l Life Ins CoLincoln Nat'l Life Ins Co
Munich American Reassurance CoMunich American Reassurance Co
Security Life of Denver Ins CoSecurity Life of Denver Ins Co
Manulife Reins LtdManulife Reins Ltd
Metropolitan Life Ins CoMetropolitan Life Ins Co
Security Life of Denver Intl LtdSecurity Life of Denver Intl Ltd

AMB #AMB #
0637606376
0728307283
0908009080

**
0666406664
0674606746
0702907029
5739757397
0670406704

**

Amount In ForceAmount In Force
Year End 2003Year End 2003
$3,383,093,186$3,383,093,186
2,505,159,6762,505,159,676
2,419,914,5762,419,914,576
2,253,311,4402,253,311,440
2,023,538,7832,023,538,783
1,259,470,2881,259,470,288
1,248,607,5621,248,607,562
1,161,828,8971,161,828,897
1,057,815,7841,057,815,784

952,680,302952,680,302

*Company not followed by A.M. Best*Company not followed by A.M. Best
(1)(1) Reflects coinsurance agreement with Kemper Investors Life Ins CoReflects coinsurance agreement with Kemper Investors Life Ins Co as part of Bank One’s as part of Bank One’s 

acquisition of a significant portion of Zurich Life companies.acquisition of a significant portion of Zurich Life companies.
Source: A.M. Best Co.Source: A.M. Best Co.
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Leading Health ReinsurersLeading Health Reinsurers
By Premium, Nonaffiliated Business By Premium, Nonaffiliated Business -- 20032003

CompanyCompany
London Life Reins CoLondon Life Reins Co
General Re Life CorpGeneral Re Life Corp
Guardian Life Ins Co of AmerGuardian Life Ins Co of Amer
Employers Reins CorpEmployers Reins Corp
Allianz Risk Transfer (Bermuda) LtdAllianz Risk Transfer (Bermuda) Ltd
Manufacturers Life Ins (USA)Manufacturers Life Ins (USA)
Employers Reassurance CorpEmployers Reassurance Corp
Centre Solutions (U.S.) LtdCentre Solutions (U.S.) Ltd
Hannover Life Reassurance AmerHannover Life Reassurance Amer
Everest Reins CoEverest Reins Co

AMB #AMB #
0794707947
0623406234
0650806508
0034700347

**
0668106681
0697606976
8696186961
6803168031
0351903519

Amount In ForceAmount In Force
Year End 2003Year End 2003
$1,336.500,624$1,336.500,624

671,628,422671,628,422
521,243,261521,243,261
370,833,482370,833,482
369,176,802369,176,802
344,976,833344,976,833
342,478,513342,478,513
308,425,514308,425,514
278,393,971278,393,971
275,484,227275,484,227

*Company not followed by A.M. Best*Company not followed by A.M. Best
Source: A.M. Best Co.Source: A.M. Best Co.
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Finite ReFinite Re

Product Under Intense Scrutiny On Product Under Intense Scrutiny On 
Several FrontsSeveral Fronts
Finite’s A Tough Sell: Does It Have A Finite’s A Tough Sell: Does It Have A 
Future?Future?
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Polling QuestionsPolling Questions

Is consolidation driving your marketing efforts  
- or vice versa?
How many of you have considered moving 
into new, allied Hispanic-Latino markets such 
as Florida, California, Southwest, Chicago and 
Northeast?
Are changes in compensation affecting your 
agency’s overall profitability – and, if so, in 
what ways?
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Insurance SectorsInsurance Sectors

Property and CasualtyProperty and Casualty
Life and HealthLife and Health



30

Property and CasualtyProperty and Casualty
IncomeIncome
CapacityCapacity
Combined RatioCombined Ratio
Policy Holders SurplusPolicy Holders Surplus
Net Investment IncomeNet Investment Income
Underwriting Profits in 2005 But Expected Underwriting Profits in 2005 But Expected 
Downturn in 2006Downturn in 2006
Rating Downgrades SlowRating Downgrades Slow
Med Mal Lines Emerging from CrisisMed Mal Lines Emerging from Crisis
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PROPERTY/CASUALTY INDUSTRY INCOME STATEMENTPROPERTY/CASUALTY INDUSTRY INCOME STATEMENT

($ Amounts in millions)($ Amounts in millions)
20012001

% % 
ChangeChange 20022002

% % 
ChangeChange 20032003

%%
ChangeChange 20042004

% % 
ChangeChange 2005E2005E

% % 
ChangeChange

Written PremiumsWritten Premiums
Earned PremiumsEarned Premiums
Incurred Losses (incl. LAE)Incurred Losses (incl. LAE)
Other Underwriting ExpensesOther Underwriting Expenses
Policyholder DividendsPolicyholder Dividends
Underwriting Gain (Loss)Underwriting Gain (Loss)
Investment IncomeInvestment Income
Pretax Operating IncomePretax Operating Income

323,977323,977
312,368312,368
276,120276,120
87,86387,863
1,5741,574

(53,189)(53,189)
37,06637,066

(16,123)(16,123)

8.18.1
6.26.2

15.615.6
6.56.5

(60.0)(60.0)
70.570.5
(8.9)(8.9)

(269.5)(269.5)

371,000371,000
340,000340,000
268,941268,941
95,68295,682
1,1021,102

(25,725)(25,725)
35,02735,027
9,3029,302

14.514.5
8.88.8

(2.6)(2.6)
8.98.9

(30.0)(30.0)
(51.6)(51.6)
(5.5)(5.5)

(157.7)(157.7)

415,300415,300
397,100397,100
295,700295,700
102,500102,500

2,0002,000
(3,100)(3,100)
40,30040,300
37,20037,200

11.911.9
16.816.8
9.99.9
7.17.1

81.581.5
87.987.9
15.115.1

299.9299.9

434,700434,700
423,800423,800
307,600307,600
108,000108,000

1,9221,922
6,2786,278

41,00041,000
47,27847,278

4.74.7
6.76.7
4.04.0
5.45.4

(3.9)(3.9)
(302.5)(302.5)

1.71.7
27.127.1

440,000440,000
441,000441,000
330,000330,000
109,000109,000

2,2002,200
(200)(200)

45,80045,800
45,60045,600

3.03.0
3.03.0
5.55.5
4.74.7
5.05.0

(103.2)(103.2)
11.711.7
(3.5)(3.5)

Ratios (%)Ratios (%)
Loss & LAE Loss & LAE 
Loss & LAE RatioLoss & LAE Ratio
Underwriting Expense RatioUnderwriting Expense Ratio
Policyholder DividendsPolicyholder Dividends
Combined RatioCombined Ratio

88.488.4
27.127.1
0.50.5

116.0116.0

79.179.1
25.825.8
0.30.3

105.2105.2

74.574.5
24.724.7
0.50.5

99.699.6

72.672.6
24.824.8
0.50.5

97.997.9

74.874.8
24.824.8
0.50.5

100.1100.1

Sources: A.M. Best Co., Insurance Information Institute, and ISOSources: A.M. Best Co., Insurance Information Institute, and ISO. Projections by Herbert E. Goodfriend (212) 972. Projections by Herbert E. Goodfriend (212) 972--4880.4880.

6/13/20056/13/2005
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PROPERTY/CASUALTY INDUSTRY CAPACITY MEASURESPROPERTY/CASUALTY INDUSTRY CAPACITY MEASURES

($ amounts in millions)($ amounts in millions) Common StocksCommon Stocks Loss Reserves RelativeLoss Reserves Relative

12 12 
Months Months 
EndingEnding

Premiums Premiums 
Written Written 
($ mill.)($ mill.)

Policyholders Policyholders 
Surplus Surplus 
($ mill.)($ mill.)

PremiumPremium
s/Surplus/Surplu
s Ratios Ratio

Combined Combined 
RatioRatio
(%)(%)

Total Total 
Admitted Admitted 

AssetsAssets
($ mill.)($ mill.)

Common Common 
Stock Stock 

Holdings* Holdings* 
($ mill.)($ mill.)

As % Of As % Of 
SurplusSurplus

As % Of As % Of 
Total Total 
AssetsAssets

Loss Loss 
Reserves Reserves 

(incl. LAE) (incl. LAE) 
($ mill.)($ mill.)

Total Total 
AssetsAssets SurplusSurplus

Written Written 
PremiumsPremiums

2005E2005E
20042004
20032003
20022002
20012001
20002000
19991999
19981998
19971997
19961996
19951995
19941994
19931993
19921992
19911991
19901990
19891989
19881988
19871987
19861986
19851985
19841984

440,000440,000
434,700434,700
412,800412,800
371,000371,000
323,977323,977
299,652299,652
286,934286,934
280,552280,552
276,568276,568
268,700268,700
258,880258,880
250,402250,402
240,584240,584
227,708227,708
223,243223,243
218,591218,591
208,834208,834
202,285202,285
193,689193,689
176,993176,993
143,882143,882
118,591118,591

426,000426,000
401,500401,500
353,800353,800
285,200285,200
289,600289,600
317,400317,400
360,526360,526
333,500333,500
308,500308,500
255,527255,527
231,728231,728
190,600190,600
182,275182,275
163,100163,100
158,658158,658
138,401138,401
133,700133,700
118,200118,200
103,996103,996
91,90091,900
74,87874,878
63,39863,398

1.031.03
1.081.08
1.171.17
1.301.30
1.121.12
0.940.94
0.800.80
0.840.84
0.900.90
1.051.05
1.121.12
1.311.31
1.321.32
1.401.40
1.411.41
1.581.58
1.561.56
1.711.71
1.861.86
1.931.93
1.921.92
1.871.87

100.1100.1
97.997.9
99.699.6

105.2105.2
116.0116.0
110.1110.1
107.8107.8
105.6105.6
101.6101.6
105.8105.8
106.6106.6
108.0108.0
106.9106.9
115.7115.7
108.8108.8
109.3109.3
108.9108.9
105.5105.5
104.6104.6
108.0108.0
116.5116.5
117.7117.7

1,866,6171,866,617
1,708,7581,708,758
1,564,2481,564,248
1,431,9601,431,960
1,310,8591,310,859
1,200,0001,200,000
1,098,5161,098,516

989,358989,358
908,868908,868
834,926834,926
767,000767,000
704,600704,600
763,636763,636
649,500649,500
601,400601,400
556,300556,300
527,000527,000
476,929476,929
426,711426,711
374,088374,088
311,365311,365
264,735264,735

300,000275300,000275
,000,000

241,000241,000
250,000250,000
287,105287,105
300,000300,000
263,685263,685
200,000200,000
185,800185,800
143,584143,584
120,000120,000
100,290100,290
84,00084,000
64,95064,950
58,00058,000
46,40046,400
52,00052,000
61,35361,353
55,44355,443
45,06645,066
44,01444,014
38,43738,437

70.470.4
68.568.5
68.168.1
87.787.7
99.199.1
94.594.5
73.173.1
60.060.0
60.260.2
56.256.2
51.851.8
52.652.6
46.146.1
39.839.8
36.636.6
33.533.5
38.938.9
51.951.9
53.353.3
49.049.0
58.858.8
60.660.6

16.0716.07
16.0916.09
15.4115.41
17.4617.46
21.9021.90
25.0025.00
24.0024.00
20.2220.22
20.4420.44
17.2017.20
15.6515.65
14.2314.23
11.0011.00
10.0010.00
9.649.64
8.348.34
9.879.87

12.8612.86
12.9912.99
12.0512.05
14.1414.14
14.5214.52

1,289,0001,289,000
1,077.0001,077.000

900,000900,000
752,000752,000
542,640542,640
420,000420,000
400,000400,000
370,000370,000
364,477364,477
365,319365,319
359,533359,533
348,408348,408
336,316336,316
326,607326,607
307,141307,141
289,878289,878
266,188266,188
243,382243,382
217,645217,645
184,577184,577
154,425154,425
134,926134,926

69.0669.06
63.0363.03
57.5457.54
52.5252.52
41.4041.40
35.0035.00
36.4136.41
37.4037.40
40.1040.10
43.7543.75
46.8846.88
49.4549.45
44.0444.04
50.2950.29
51.0751.07
52.1152.11
50.5150.51
51.0351.03
51.0151.01
49.3449.34
49.6049.60
50.9750.97

3.033.03
2.682.68
2.542.54
2.642.64
1.871.87
1.321.32
1.111.11
1.111.11
1.181.18
1.431.43
1.551.55
1.831.83
1.851.85
2.002.00
1.941.94
2.092.09
1.991.99
2.062.06
2.092.09
2.012.01
2.062.06
2.132.13

2.932.93
2.482.48
2.182.18
2.032.03
1.671.67
1.401.40
1.391.39
1.321.32
1.321.32
1.361.36
1.391.39
1.391.39
1.401.40
1.431.43
1.381.38
1.331.33
1.271.27
1.201.20
1.121.12
1.041.04
1.071.07
1.141.14

Sources: A.M. Best Co., Insurance Information Institute, and ISOSources: A.M. Best Co., Insurance Information Institute, and ISO. Projections by Herbert E. Goodfriend (212) 972. Projections by Herbert E. Goodfriend (212) 972--48804880
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P/C Industry Combined RatioP/C Industry Combined Ratio
2001 = 115.7

2002 = 107.2

2003 = 100.1

2004: 9 mos. = 97.9

2005F = 99

Combined Ratios
1970s: 100.3
1980s: 109.2
1990s: 107.8

2000-04E: 106.5

Sources: A.M. Best; ISO, III *9-month result.

The industry has just 
experienced its most remarkable 

recovery in recent history
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Commercial vs. Personal Lines Combined Commercial vs. Personal Lines Combined 
RatiosRatios
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10-Year Average Combined Ratios*
Commercial: 109.9       Personal: 104.4

Compression of results is 
due to low interest. 

Underwriting is now more 
important in long-tail 

commercial lines
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Combined Ratios:Combined Ratios:
2004 vs. 2005E2004 vs. 2005E
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Source: A.M. Best Review/Preview, January 2005; Insurance Information Institute.

Combined ratios are expected to change very little 
in 2005, masking a deterioration of about 2 to 3 

points associated with 2004’s catastrophe impacted 
results

Commercial auto, CMP, Inland Marine results 
remain reasonable, but WC, GL still problematic
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Key Ratios: Comparative YearKey Ratios: Comparative Year--toto--Date September 2004Date September 2004

Premium/Premium/

EquityEquity

Goodwill/Goodwill/

EquityEquity Debt/EquityDebt/Equity Debt/CapitalDebt/Capital

EBITEBIT

Interest Interest 
CoverageCoverage

CompanyCompany 20042004 20032003 20042004 20032003 20042004 20032003 20042004 20032003 20042004

50.550.5
105.0105.0
12.612.6
--
11.311.3
35.935.9
9.89.8
23.123.1
62.062.0
12.812.8
13.713.7
33.933.9
8.38.3
--
42.042.0

23.323.3

20032003

Aetna US Healthcare IncAetna US Healthcare Inc
AmerigroupAmerigroup CorpCorp
Anthem IncAnthem Inc
CenteneCentene CorpCorp
Cigna HealthCare IncCigna HealthCare Inc
Coventry Health Care IncCoventry Health Care Inc
Health Net IncHealth Net Inc
Humana IncHumana Inc
Molina Healthcare IncMolina Healthcare Inc
PacifiCare Health Systems IncPacifiCare Health Systems Inc
Sierra Health Services IncSierra Health Services Inc
UnitedHealthUnitedHealth GroupGroup
WellCareWellCare Health Plans IncHealth Plans Inc
WellChoiceWellChoice IncInc
WellPointWellPoint Health Networks IncHealth Networks Inc

1.21.2
2.52.5
1.81.8
2.82.8
1.81.8
3.53.5
5.35.3
4.74.7
2.52.5
4.24.2
4.64.6
2.22.2
4.14.1
2.42.4
2.52.5

1.31.3
4.04.0
1.91.9
2.72.7
2.22.2
3.83.8
5.55.5
5.05.0
2.82.8
4.94.9
4.04.0
4.04.0
7.77.7
2.62.6
2.82.8

47.047.0
27.127.1
53.553.5
9.49.4
43.843.8
27.827.8
57.857.8
42.542.5
25.625.6
57.757.7
8.28.2
32.232.2
84.984.9
--
49.949.9

55.455.4
48.348.3
63.263.2
7.27.2
49.449.4
37.837.8
63.863.8
44.244.2
2.92.9
76.076.0
8.38.3
75.175.1
172.7172.7
--
62.562.5

18.318.3
--
22.322.3
2.72.7
31.231.2
15.415.4
29.729.7
31.231.2
--
29.829.8
68.368.3
35.235.2
64.964.9
--
15.515.5

21.921.9
9.99.9
28.428.4
4.34.3
35.435.4
20.020.0
32.532.5
36.636.6
--
49.849.8
64.664.6
36.936.9
64.664.6
--
25.625.6

15.515.5
--
18.318.3
2.72.7
23.823.8
13.313.3
22.922.9
23.823.8
--
22.922.9
40.640.6
26.126.1
39.439.4
--
13.413.4

17.917.9
9.09.0
22.122.1
4.14.1
26.226.2
16.716.7
24.624.6
26.826.8
--
33.233.2
39.339.3
26.926.9
39.339.3
--
20.420.4

12.612.6
86.086.0
10.010.0
--
6.86.8
26.826.8
10.810.8
21.421.4
49.049.0
6.96.9
23.523.5
29.929.9
6.76.7
--
30.130.1

Industry AverageIndustry Average

Source: A.M. Best Co.Source: A.M. Best Co.

2.32.3 2.82.8 42.642.6 57.157.1 24.424.4 28.628.6 19.619.6 22.322.3 15.615.6
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•Surplus (capacity) peaked at $339.3 Billion 
in mid-1999 and fell by 15.9% ($53.9 billion) 
to $285.4 billion at year-end 2002 

•Surplus is up $83.6B or 29.3% since year-
end 2002

•Surplus increased by $22B or 6.3% to 
$369B by 2004:Q3 from $347B at year-end 
2003

“Surplus” is a measure of 
underwriting capacity.  It is 
analogous to “Owners Equity” or 
“Net Worth” in non-insurance 
organizations

$53.9  Billion

Capacity TODAY is just 8.8% above 
its mid-1999 peak

Source:  A.M. Best, ISO, Insurance Information Institute *As of 9/30/04.
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Property/Casualty Insurance Industry Property/Casualty Insurance Industry 
Investment Gain*Investment Gain*

$ Billions

$35.4

$42.8
$47.2

$52.3

$44.4

$36.0

$45.6 $46.9

$56.9
$51.9

$57.9

$0

$10

$20

$30

$40

$50

$60

94 95 96 97 98 99 00 01 02 03 04E
*Investment gains consist primarily of interest, stock dividends and realized capital gains and losses.
2004 estimate is annualized figure based on first 9-months results.
Source: Insurance Services Office; Insurance Information Institute.

Investment gains are 
rising but are still nearly 

20% below their 1998 
peak



39

$0

$9

$18

$27

$36

$45

75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04

Net Investment IncomeNet Investment Income

History

1997 Peak = $41.5B

2000= $40.7B

2001 = $37.7B

2002 = $37.2B

2003 = $38.7B

2004E = $38.3B
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Growth History

2002: -1.3%

2003: +3.9%

2004E: -1.0%

Source:  A.M. Best, ISO, Insurance Information Institute
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2004 produced the first underwriting 
profit since 1978

*Based on 9-month result. 
Source:  A.M. Best, Insurance Information Institute
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Annual Rating Activity, U.S. Annual Rating Activity, U.S. 
Property/Casualty Industry Property/Casualty Industry -- 20042004

2000(1)2000(1) 20012001 20022002 20032003 20042004 5 Year5 Year

Rating ActionRating Action
UpgradesUpgrades
DowngradesDowngrades
Initial RatingsInitial Ratings
Other Changes (2)Other Changes (2)

##
8080
7777
5858

197197

%%
66
55
44

1414

##
7777

148148
5959
7373

%%
55

1010
44
55

##
7676

151151
3838
8585

%%
55

1111
33
66

##
5757

188188
6565

313313

%%
33

1010
33

1717

##
6666

118118
5555

234234

%%
44
77
33

1414

##
356356
682682
275275
902902

%%
55
99
33

1111

Rating ChangesRating Changes 412412 2929 357357 2525 350350 2525 623623 3333 473473 2727 2,2152,215 2828

Letter Rating/FPRLetter Rating/FPR
NR Ratings (3)NR Ratings (3)

638638
308308

4545
2222

763763
278278

5353
1919

743743
247247

5353
1818

830830
336336

4444
1818

855855
354354

4949
2020

3,8293,829
1,5231,523

4949
1919

Under ReviewUnder Review 4848 33 4949 33 5959 44 102102 55 5151 33 309309 44

Total Rating Actions (4)Total Rating Actions (4) 1,4061,406 100100 1,4471,447 100100 1,3991,399 100100 1,8911,891 100100 1,7331,733 100100 7,8767,876 100100

AffirmationsAffirmations 946946 6767 1,0411,041 7272 990990 7171 1,1661,166 6262 1,2091,209 7070 5,3525,352 6868

Notes:Notes:
1 Year shown represent a 121 Year shown represent a 12--month period ending in July of that year.month period ending in July of that year.
2 Conversion of A.M. Best’s letter or FPR ratings to NR rating s2 Conversion of A.M. Best’s letter or FPR ratings to NR rating status and changes within NR ratings.tatus and changes within NR ratings.
3 Excludes NR3 Excludes NR--1 ratings but not conversion of NR1 ratings but not conversion of NR--1 to NR1 to NR--55
4 Total actions exceed the number of rated entities as certain c4 Total actions exceed the number of rated entities as certain company ratings were updated more than once during the year. Alsoompany ratings were updated more than once during the year. Also, a moderate number of NR, a moderate number of NR--1 1 
ratings were converted to NRratings were converted to NR--5 in 2004.5 in 2004.

Source: A.M. Best Co.Source: A.M. Best Co.
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Downgrade/Upgrade Ratio*Downgrade/Upgrade Ratio*

Sources: Impairment Rate and Rating Transition Study—1977 to 2002,
A.M. Best & Co.

*U.S. property/casualty and life/health insurers before 2000; P/C only 2000-
2004.

Downgrade to upgrade ratio is falling 
(primarily because the number of 
downgrades is falling; only a small 

increase in upgrades)
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Life and HealthLife and Health
LifeLife

•• PricingPricing
•• CapacityCapacity
•• ProfitabilityProfitability

HealthHealth
•• Moderating Costs Favorably Impact Health Insurers’ EarningsModerating Costs Favorably Impact Health Insurers’ Earnings
•• LongLong--Term CareTerm Care

100 Companies selling LTC In 2005100 Companies selling LTC In 2005
127 Companies selling LTC In 2001127 Companies selling LTC In 2001

•• 10 Largest Health Insurance Companies Account for 59% of 10 Largest Health Insurance Companies Account for 59% of 
Commercial MembershipCommercial Membership

•• Health Insurance Sector StrengtheningHealth Insurance Sector Strengthening
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FiveFive--Year Financial Trends, Life/Health Industry, Year Financial Trends, Life/Health Industry, 
United StatesUnited States--20002000--2004E2004E

Financial PerformanceFinancial Performance 20002000 20012001 20022002 20032003 2004E2004E

ProfitabilityProfitability
Return on Assets (%)Return on Assets (%)
Return on Equity (%)Return on Equity (%)
Change in Net Investment Income (%)Change in Net Investment Income (%)
Ordinary LifeOrdinary Life

Commissions to Direct Premiums Written (%)Commissions to Direct Premiums Written (%)
General Expense to Net Operating gain (%)General Expense to Net Operating gain (%)
Comm. & General Expense to NPW & Deposits (%) Comm. & General Expense to NPW & Deposits (%) 

Pretax Operating Gain ($ Billions)Pretax Operating Gain ($ Billions)
Net Operating Gain ($ Billions)Net Operating Gain ($ Billions)
Realized Capital Gains ($ Billions)Realized Capital Gains ($ Billions)
Unrealized Capital Gains ($ Billions)Unrealized Capital Gains ($ Billions)

LeverageLeverage
Change in Adjusted NPW & Deposits (%)Change in Adjusted NPW & Deposits (%)
Change in Capital and Surplus (%)Change in Capital and Surplus (%)
Adjusted Capital and Surplus/Liabilities (%)Adjusted Capital and Surplus/Liabilities (%)
Capital and Surplus ($ Billions)Capital and Surplus ($ Billions)

LiquidityLiquidity
NoninvestmentNoninvestment Grade Bonds/C&S (%)Grade Bonds/C&S (%)
NoninvestmentNoninvestment Grade Bonds/General Account Assets (%)Grade Bonds/General Account Assets (%)
NoninvestmentNoninvestment Grade Bonds/Total Capital (%)Grade Bonds/Total Capital (%)
Nonperforming Mortgages/Invested Assets (%)Nonperforming Mortgages/Invested Assets (%)
Nonperforming Mortgages/C&S (%)Nonperforming Mortgages/C&S (%)
Admitted Assets ($ Billions)Admitted Assets ($ Billions)

0.730.73
12.612.6
4.44.4

36.036.0
228.6228.6
29.929.9

$30.5$30.5
$23.4$23.4
$1.4$1.4

--$8.0$8.0

10.910.9
5.25.2

12.312.3
$190.9$190.9

57.457.4
5.25.2

46.946.9
0.30.3
2.92.9

$3,238.8$3,238.8

0.490.49
8.48.4
0.70.7

36.136.1
241.3241.3
31.031.0
20.920.9
16.116.1
--4.54.5

--11.611.6

4.54.5
1.31.3

11.011.0
192.7192.7

62.062.0
5.35.3

53.253.2
0.20.2
2.52.5

3,328.13,328.1

0.590.59
10.210.2
1.61.6

39.439.4
219.8219.8
25.425.4
23.723.7
20.320.3

--16.016.0
--9.09.0

5.95.9
4.34.3
9.99.9

201.1201.1

75.475.4
6.16.1

66.966.9
0.20.2
1.91.9

3,441.23,441.2

0.880.88
15.015.0
2.32.3

42.542.5
209.6209.6
29.029.0
40.040.0
32.132.1
--4.74.7
9.29.2

0.20.2
12.312.3
10.410.4

225.7225.7

65.165.1
5.55.5

57.257.2
0.10.1
1.31.3

3,876.83,876.8

0.850.85
14.314.3
2.92.9

44.244.2
205.2205.2
28.828.8
42.742.7
34.434.4
1.01.0
1.21.2

6.06.0
12.612.6
10.510.5

254.2254.2

56.056.0
5.05.0

50.050.0
0.10.1
1.11.1

4,207.034,207.03

Source: Best’s Aggregates & Averages Life/Health United States &Source: Best’s Aggregates & Averages Life/Health United States & Canada 2004.Canada 2004.
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Note: Shaded areas denote hard market periods.
Source:  A.M. Best, Insurance Information Institute

Strength of Recent Hard Markets by NWP Growth*Strength of Recent Hard Markets by NWP Growth*

Real NWP Growth 
During Past 3 Hard 

Markets

1975-78: 8.6% 

1984-87: 11.2%

2001-04E: 6.8%

1975-78 1984-87 2001-04

*2004 based on 1st half results from ISO.
2005 figure is III forecast.

Premium growth is faltering.  Real growth in 2005 
will approach ZERO.
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Polling QuestionsPolling Questions

Have you seen changes in how Puerto Rican 
regulators are addressing your issues as a result 
of the Spitzer investigations in the U.S.?
Do you advocate Federal regulation vs. state?
Have you changed your product lines or are 
you considering changing them – i.e., adding 
or omitting certain products?
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Capital Markets UpdateCapital Markets Update

Capital MarketsCapital Markets
ValuationsValuations
Mergers, Acquisitions and DivestituresMergers, Acquisitions and Divestitures
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Capital MarketsCapital Markets
Rough Seas Ahead Rough Seas Ahead –– Capital Market Turmoil Capital Market Turmoil 
Points To Shift In Power Among Big Points To Shift In Power Among Big 
InvestorsInvestors
Hannover Re 500 Mill Euro BondHannover Re 500 Mill Euro Bond
Stormy Bond MarketStormy Bond Market
Buyout Funds Buyout Funds 
Blind PoolsBlind Pools

•• Blackstone Group $11 BillBlackstone Group $11 Bill
•• Goldman Sachs $8.5 BillGoldman Sachs $8.5 Bill
•• Carlyle Group $10.0 BillCarlyle Group $10.0 Bill
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Source:  Insurance Information Institute, Fortune, Value Line.

P/C insurance was finally holding its own against other 
financial services segments until hurricanes
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Gill and Roeser, Inc.Gill and Roeser, Inc.
Current Relative Valuation SummaryCurrent Relative Valuation Summary

As of 6/10/05As of 6/10/05

Insurance SectorInsurance Sector 12 Month12 Month
ChangeChange

(%)(%)

2004E2004E
P/EP/E

2005E2005E
P/EP/E

2006E2006E
P/EP/E

2004E2004E
RelativeRelative
P/EP/E

2005E2005E
RelativeRelative
P/EP/E

2006E2006E
RelativeRelative
P/EP/E

YieldYield
(%)(%)

Price/Price/
BVBV

2004E2004E
ROEROE
(%)(%)

2005E2005E
ROEROE
(%)(%)

2006E2006E
ROEROE
(%)(%)

LifeLife
Property/CasualtyProperty/Casualty
Specialty & RegionalSpecialty & Regional
MortgageMortgage
Special Risk & ReinsuranceSpecial Risk & Reinsurance
BrokerageBrokerage
Health/HMOsHealth/HMOs
Medical MalpracticeMedical Malpractice

S&P 500S&P 500

14.214.2
15.015.0
13.613.6
11.511.5
14.914.9
16.616.6
18.418.4
19.319.3

19.619.6

12.712.7
10.310.3
11.711.7
10.810.8
8.08.0

14.214.2
16.416.4
12.312.3

17.717.7

11.511.5
10.010.0
10.310.3
9.99.9
8.28.2

13.313.3
13.913.9
11.711.7

16.516.5

0.720.72
0.760.76
0.690.69
0.590.59
0.760.76
0.860.86
0.940.94
0.980.98

--

0.720.72
0.580.58
0.660.66
0.610.61
0.450.45
0.800.80
0.920.92
0.690.69

--

0.700.70
0.600.60
0.630.63
0.600.60
0.500.50
0.800.80
0.840.84
0.710.71

--

2.02.0
2.42.4
1.71.7
0.50.5
1.21.2
1.81.8
0.10.1
0.00.0

1.61.6

2.112.11
1.511.51
1.911.91
1.401.40
1.371.37
6.836.83
4.194.19
1.291.29

3.573.57

14.914.9
11.211.2
14.614.6
12.112.1
11.911.9
27.127.1
18.518.5
8.08.0

18.218.2

16.516.5
14.714.7
17.017.0
13.213.2
17.817.8
34.134.1
21.521.5
12.612.6

20.120.1

15.115.1
16.216.2
20.420.4
14.214.2
17.317.3
22.522.5
20.820.8
13.813.8

21.621.6
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2004 M&A Statistics2004 M&A Statistics
Source: SNL Financial LCSource: SNL Financial LC

Insurance Underwriters:Insurance Underwriters: Insurance Brokers/AgenciesInsurance Brokers/Agencies

Average Price/Statutory BookAverage Price/Statutory Book

Median Price/Statutory BookMedian Price/Statutory Book

Average Price/GAAP BookAverage Price/GAAP Book

Median Price/GAAP BookMedian Price/GAAP Book

Average Price/GAAP EarningsAverage Price/GAAP Earnings

Median Price/GAAP EarningsMedian Price/GAAP Earnings

268.99%268.99%

199.70%199.70%

219.48%219.48%

149.87%149.87%

18.37x18.37x

15.67x15.67x

NANA

NANA

96.06%96.06%

96.06%96.06%

18.36X18.36X

18.36X18.36X



52

Major Completed DealsMajor Completed Deals
20042004

BuyerBuyer

Coventry Health CareCoventry Health Care
Ocean AcquisitionOcean Acquisition
Swiss ReinsuranceSwiss Reinsurance
Pacific Care Health SystemsPacific Care Health Systems
HumanaHumana

SellerSeller

First Health GroupFirst Health Group
Safeco Life & InvestmentsSafeco Life & Investments
Valley Forge Life InsuranceValley Forge Life Insurance
American Medical Security CorpAmerican Medical Security Corp
CPHP Holdings (Care Plus)CPHP Holdings (Care Plus)

Deal ValueDeal Value

$1.7 Bill$1.7 Bill
$1.4 Bill$1.4 Bill
$700 Mill$700 Mill
$502 Mill$502 Mill
$408 Mill$408 Mill
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Deals 2004Deals 2004--20032003

Total Insurance & Managed Care Total Insurance & Managed Care (ex Brokers & Agencies)(ex Brokers & Agencies)

Dollar ValueDollar Value

Managed CareManaged Care
Dollar ValueDollar Value

Life & HealthLife & Health
Dollar ValueDollar Value

Property & CasualtyProperty & Casualty
Dollar ValueDollar Value

Broker & AgencyBroker & Agency
Dollar ValueDollar Value

Source: SNL FinancialSource: SNL Financial

20042004
5656

$12.1 Bill$12.1 Bill

16 16 
$8.3 Bill$8.3 Bill

2323
$3.4 Bill$3.4 Bill

1717
$3.54 Bill$3.54 Bill

223223
$2.8 Bill$2.8 Bill

20032003
8686

$58.4 Bill$58.4 Bill

1010
$21.8 Bill$21.8 Bill

2727
$14.1 Bill$14.1 Bill

4949
$22.4 Bill$22.4 Bill

156156
$.738 Bill $.738 Bill 
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Announced And/Or Completed DealsAnnounced And/Or Completed Deals
2005  Year2005  Year--toto--Date Through May 31Date Through May 31

AA
AA
CC
CC
CC
DD
CC
CC
AA

Travelers Life & Annuity Travelers Life & Annuity –– Met LifeMet Life
General Electric General Electric –– ERC CorporationERC Corporation
NCRIC NCRIC –– Pro AssurancePro Assurance
Chubb Chubb –– One Beacon MedOne Beacon Med--Liability DivisionLiability Division
Berkshire Hathaway Berkshire Hathaway –– GE Med ProtectGE Med Protect
Marsh & McLennan Marsh & McLennan –– Mercer Consulting & Putnam AdvisorsMercer Consulting & Putnam Advisors
Illinois Agricultural Association Illinois Agricultural Association –– Cotton States LifeCotton States Life
AMERIGROUP AMERIGROUP –– Care Plus HealthCare Plus Health
WELLWELL--POINT POINT –– LUNENOS (VA)LUNENOS (VA)

A A –– AnnouncedAnnounced
C C –– CompletedCompleted
D D –– Under DiscussionUnder Discussion
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What Lies Ahead?What Lies Ahead?

Challenges and OpportunitiesChallenges and Opportunities
Regulation and Impact of SpitzerRegulation and Impact of Spitzer
Distribution and Role of BanksDistribution and Role of Banks



56

ChallengesChallenges

SarbanesSarbanes--Oxley: Driving Force for Consolidation, esp. Oxley: Driving Force for Consolidation, esp. 
Section 404Section 404
Industry Suffered Wounds From Combination of:Industry Suffered Wounds From Combination of:

•• Low Interest RatesLow Interest Rates
•• Volatile Equity MarketsVolatile Equity Markets
•• Weakened Credit EnvironmentWeakened Credit Environment
•• Impact of InterestImpact of Interest--Sensitive ProductsSensitive Products

•• Fixed AnnuitiesFixed Annuities
•• Universal LifeUniversal Life
•• LongLong--Term CareTerm Care
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Risk of ReinvestmentRisk of Reinvestment
•• DisintermediationDisintermediation
•• LiquidityLiquidity

NonNon--TraditionalTraditional
•• Structured DerivativesStructured Derivatives
•• AlternativesAlternatives
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Spitzer Factor*Spitzer Factor*
Brokers Lose Substantial Income in ShortBrokers Lose Substantial Income in Short--RunRun
Brokers Look to Replace Revenue, Reduce ExpensesBrokers Look to Replace Revenue, Reduce Expenses
Distribution System Not Fundamentally ChangedDistribution System Not Fundamentally Changed
Look for:Look for:

•• More Heads to Roll More Heads to Roll –– Civil, Criminal IndictmentsCivil, Criminal Indictments
•• Shareholder (D&O) suits; E&O suitsShareholder (D&O) suits; E&O suits
•• Massive Fines, Penalties, Disgorgement of ProfitsMassive Fines, Penalties, Disgorgement of Profits

Contingent Commissions Gone For Now At Large Contingent Commissions Gone For Now At Large 
Brokers But Need Some Form of Incentive Brokers But Need Some Form of Incentive 
CompensationCompensation

(*Not a New York Times Best Selling Fiction Title)(*Not a New York Times Best Selling Fiction Title)
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OpportunitiesOpportunities

Broadening Hispanic & Other Minority MarketsBroadening Hispanic & Other Minority Markets
Technology Boost to Cost SavingsTechnology Boost to Cost Savings
More Enlightened RegulatorsMore Enlightened Regulators
Access to Capital MarketsAccess to Capital Markets
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DistributionDistribution
Outlook for BrokersOutlook for Brokers
•• Demand Patterns Profoundly ChangedDemand Patterns Profoundly Changed

•• Because Broker Commissions Mirror Industry’s Premium Because Broker Commissions Mirror Industry’s Premium 
Growth, Revenues and Earnings Are Growing Slower Growth, Revenues and Earnings Are Growing Slower 
Than EconomyThan Economy

•• Biggest Brokers Offer Global ExpertiseBiggest Brokers Offer Global Expertise
•• Commercial Buyers Are Increasingly SelfCommercial Buyers Are Increasingly Self--InsuringInsuring
•• Corporate Buyers Expect Higher Levels of ServiceCorporate Buyers Expect Higher Levels of Service
•• Clients Prefer Paying Fees Rather Than Clients Prefer Paying Fees Rather Than 

CommissionsCommissions
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Brokerage Industry ConsolidationBrokerage Industry Consolidation

Are Benefits OverAre Benefits Over--Hyped?Hyped?
Analogous Service Business ExamplesAnalogous Service Business Examples
•• Investment BankingInvestment Banking
•• Retail BankingRetail Banking
•• Other Brokerage DealsOther Brokerage Deals
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LEADING INSURERS, LIFE INSURANCE SALES LEADING INSURERS, LIFE INSURANCE SALES 
THROUGH BANKS, 2002THROUGH BANKS, 2002--2003 (1)2003 (1)

RankRank
11
22
33
44
55
66
77
88
99
1010

CompanyCompany
HartfordHartford
NationwideNationwide
Mass MutualMass Mutual
Great West LifeGreat West Life
AIGAIG
AXAAXA
CUNA MutualCUNA Mutual
John HancockJohn Hancock
Sun Life FinancialSun Life Financial
AegonAegon

20022002
$17.0$17.0
38.138.1
2.52.5
7.87.8
9.79.7

11.311.3
15.215.2
4.24.2
5.25.2
0.00.0

20032003
$33.1$33.1
21.021.0
11.911.9
11.011.0
10.910.9
8.58.5
6.36.3
5.95.9
5.75.7
4.34.3

(1)(1) Ranked by 2003 weighted premiums, which discount 90 percent of Ranked by 2003 weighted premiums, which discount 90 percent of 
single premium (onesingle premium (one--time payment) products to approximate the time payment) products to approximate the 
expected value of premium flows to life insurance companies eachexpected value of premium flows to life insurance companies each
year.year.

Source: Kenneth Kehrer Associates.Source: Kenneth Kehrer Associates.
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Gill and Roeser, Inc.
535 Fifth Avenue

New York, New York 
10017


	Overview and Outlookfor the Insurance and Reinsurance MarketsNuevos Retos, Nuevos HorizontesXVI Convencion Industria de Se
	Long and Winding RoadorHelp!Presented by Steven K. Bolland, Presidentand Herbert E. Goodfriend, Senior Vice PresidentGi
	Presentation Outline
	Pertinent Economic Trends
	Global Economy
	U.S. Economy
	Economic ForecastAs of April 1, 2005Source: Silvercrest Asset Management Report
	Puerto Rico - Hispanic Latino Market
	Outlook
	Reinsurance
	Property and Casualty Re
	RAA
	US Reinsurers: Change in Policyholder Surplus ($ Billions)
	Combined Ratio: Reinsurance vs. P/C Industry
	Hurricane Losses
	U.S. InsuredCatastrophe Losses ($ Billions)
	Losses from Hurricanes of 2004
	Top 10 Insured Losses in U.S. History,1980-2004 ($2003)
	Top 10 Insured Losses Worldwide,1970-2004 ($2003)
	Effect of Disasters on P/C Insurer ROEs v. All Industries, 1987–2004E*
	Life Health Re
	Leading Life Reinsurers by AmountIn Force, Nonaffiliated Business - 2003
	Leading Life ReinsurersBy Premium, Nonaffiliated Business - 2003
	Leading Health ReinsurersBy Premium, Nonaffiliated Business - 2003
	Finite Re
	Polling Questions
	Insurance Sectors
	Property and Casualty
	PROPERTY/CASUALTY INDUSTRY INCOME STATEMENT
	PROPERTY/CASUALTY INDUSTRY CAPACITY MEASURES
	P/C Industry Combined Ratio
	Commercial vs. Personal Lines Combined Ratios
	Combined Ratios:2004 vs. 2005E
	Key Ratios: Comparative Year-to-Date September 2004
	U.S. Policyholder Surplus: 1975-2004*
	Property/Casualty Insurance Industry Investment Gain*
	Net Investment Income
	Underwriting Gain (Loss)1975-2004F
	Annual Rating Activity, U.S. Property/Casualty Industry - 2004
	Downgrade/Upgrade Ratio*
	Life and Health
	Five-Year Financial Trends, Life/Health Industry, United States-2000-2004E
	Strength of Recent Hard Markets by NWP Growth*
	Polling Questions
	Capital Markets Update
	Capital Markets
	ROE: Financial Services Industry Segments, 1987–2004F
	Gill and Roeser, Inc.Current Relative Valuation SummaryAs of 6/10/05
	2004 M&A StatisticsSource: SNL Financial LC
	Major Completed Deals2004
	Deals 2004-2003
	Announced And/Or Completed Deals2005  Year-to-Date Through May 31
	What Lies Ahead?
	Challenges
	Spitzer Factor*
	Opportunities
	Distribution
	Brokerage Industry Consolidation
	LEADING INSURERS, LIFE INSURANCE SALES THROUGH BANKS, 2002-2003 (1)

