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In This Guide

This guide highlights the key performance indicators for the
property and casualty (P&C) insurance industry and where
investors should look to find an investment edge. While this
guide is not a full P&C insurance primer, as the market leader in
granular consensus estimates data, Visible Alpha works with
partners and clients to determine the key P&C insurance metrics
that will aid market participants in identifying insurance trends
and future performance of insurance companies — including
Chubb, Travelers, Allstate, Progressive, Direct Line Insurance
Group, China Pacific Insurance, and more — by region and
service type.
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Industry Overview, Continued

Property insurance is first-party insurance, providing coverage for loss related
to a policyholder’s property. Property insurance products are generally
short-tailed as they demand settlements within a short period. These
insurances also cover risks from natural disasters.

Products under this line of business include:

e Homeowners insurance

e Fire and allied insurance

e Farmowners’ multiple peril insurance
e Crop insurance

e Commercial multiple peril insurance
e Inland and ocean marine insurance
e Earthquake insurance

e Warranty and burglary insurance

Casualty or liability insurance is third-party insurance, providing coverage to a
policyholder against the claims made by others in the event of an injury, or
property damage for which the policyholder is found responsible. Casualty
insurance products are generally long-tailed as they have a longer payout
period, with claim settlements that could extend beyond 10 years.

Products under this line of business include:

Professional liability insurance

Workers’ compensation

Private and commercial automobile insurance
Aviation insurance

Surety and fidelity bonds



Industry Overview, Continued

Personal and Commercial Business Lines

Personal lines policies cover insurance products related to property and
casualty that are written for both individuals and families. Products under this
line of business include:

e Homeowners insurance, a form of property insurance, covers an
individual against losses from damages to the policyholder’s residence
and other personal assets in the residence. Liability coverage against
accidents in the policyholder’s residence or property is also included in
homeowners insurance.

e Automobile insurance covers the policyholder against financial loss in
the event of an accident or theft of the insured vehicle. This insurance
offers coverage for both vehicle and property damage caused in the
event of an accident, along with legal responsibility to others for physical
injury, property damage, medical expenses and sometimes lost wages
and funeral expenses.

e Personal liability insurance covers individual policyholders from claims
made by others of physical injury or property damage caused either at
the policyholder’s residence or outside of their residence.

e Lastly, personal lines policies also include farm owners’ insurance, boat
insurance, and renters insurance, among others.

Commercial lines policies cover insurance products related to property and
casualty that are written for businesses. Products under this line of business
include:

e Commercial general liability insurance is a comprehensive policy that
provides coverage to a business for any kind of injury or property
damage caused by the business’ operations or products. It also provides
coverage to a business in the event of an on-premise injury.



Industry Overview, Continued

e Inland and ocean marine insurance provides coverage to businesses for
their products, materials, and equipment while they are being
transported on land, in shipping vessels, or in cargoes.

e Aviation or aircraft insurance covers losses arising from aviation risks.
Aviation risks include aircraft maintenance and other related risks such
as aircraft property damage, loss of cargo, or injury to people. This
policy protects both the owners and the operators of the aircraft from
unexpected losses.

e Professional liability insurance covers professionals such as doctors,
lawyers and engineers from legal liabilities arising from negligence,
malpractice or misinterpretation, and other claims initiated by their
clients.

e \Workers’ compensation insurance covers the medical expenses and
compensates a portion of lost wages of employees injured while on the
job. The insurance also protects employers from lawsuits by the injured
employee.

e Surety bonds, also known as bond guarantees, are a form of financial
credit. A surety bond is a contract between three parties: the obligee, the
principal, and the surety. The obligee (the party to whom the bond is
paid, in the event of a default) gets protection by the bond against
losses, which may result from the principal’s (the party with the
guaranteed obligation) failure to perform its obligation, limited up to the
amount of the bond. The surety (the insurance company) accepts the
obligation if the principal cannot.

e Commercial lines policies also include commercial property insurance,
crime insurance, boiler and machinery, and commercial automobile
insurance, among others.



Industry Overview, Continued

Corporate Structures

In the P&C insurance industry, companies are organized under a variety of
corporate structures that include publicly traded companies, mutual
companies, or other corporate entities.

Publicly traded companies are companies whose ownership lies with the
investors and not with the insured policyholders. Profits are not invested in the
policyholders’ general reserve but instead are distributed amongst the
shareholders.

Mutual companies are privately held companies that are 100% owned by the
policyholders. Policyholders pool resources to provide insurance coverage to
their members and hire managers to run the company on their behalf. Profits
are either reinvested in the company’s reserve fund or are distributed as
dividends to policy owners.

Other corporate entities include Lloyd's operations, reciprocal exchange, and
state guarantee funds. Lloyd’s is not an insurance company, but an insurance
and reinsurance market where members come together to insure risks.
Reciprocal exchange is an unincorporated association in which members (as
individuals, partnerships, trustees, or corporations) exchange contracts and
pay premiums through an attorney-in-fact (AlF) to insure each other. A state
guarantee fund is administered by the U.S. states to protect policyholders in
the event of an insurance company defaulting on benefit payments or filing for
bankruptcy.



P&C Industry Business Model

A property and casualty insurance company has three main sources of
revenue or income: underwriting income, interest and dividend income, and
other income (which typically includes realized gains from the sale of
securities).

PREMIUM REVENUE

When an insurance company underwrites a policy, it charges a premium
called the gross written premium (GWP). To manage the risk along with its
capital needs, most insurance companies buy reinsurance by paying a ceding
premium to a reinsurer. This premium is called the reinsurance premium
ceded.

Net written premium (NWP) is what an insurance company is left with after
paying the reinsurance premium; in other words, it is the gross premiums
written by the insurance company minus the ceding premium, plus any
reinsurance assumed.

PREMIUMS CEDED PREMIUMS
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P&C Industry Business Model, Continued

The premium earned on the portion of an insurance contract that has expired
is called net earned premium (NEP). These premiums are typically earned on
a pro-rata basis over the life of a policy. Earned premiums are a major source
of revenue for an insurance company. From an accounting and financial
modeling perspective, the earned premium is calculated as NWP plus the net
change in unearned premium.

An unearned premium is a premium collected by an insurance company,
where the underlying portion of the insurance contract has not expired. In the
case of premature termination of a contract, these premiums are returned to
the policyholder.

POLICY-RELATED EXPENSES

Incurred losses can be in the form of either paid claims (the amount paid to
the policyholders) or expenses associated with establishing a loss reserve to
pay a claim in the future.

A loss reserve is a liability on an insurance company’s balance sheet. When a
claim that has been reserved is paid, the loss reserve, as well as the cash,
shrinks by that amount.

Along with the paid claims, an insurance company must also pay, or reserve
for, loss adjustment expenses (LAE), which are reserves set aside for legal
fees to investigate and settle insurance claims. Incurred losses along with loss
adjustment expenses are recognized as total policy-related costs, which
account for a major portion of the total costs and expenses of an insurance
company and vary depending on the line of insurance business.

Policy-related costs may also include catastrophe losses and reserve
re-estimates (change in reserves during a period).



P&C Industry Business Model, Continued

Catastrophe losses arise from infrequent events that cause severe losses,
injury, and/or property damage to a large population, as in the case of natural
disasters. For P&C insurers, catastrophe losses can lead to large losses,
impacting capitalization and requiring a distinct risk management approach.
Catastrophe losses can create significant financial pressures for an insurance
company, reducing earnings and statutory surpluses, possibly forcing asset
liquidation to meet cash needs, and bearing the risk of a rating downgrade.

Reserve re-estimates are the changes in loss reserves. Loss reserves are
typically the largest liability on a P&C insurance company’s balance sheet and
are evaluated closely when analyzing the financial statements. Loss reserves
are established for both claims that have been reported to the insurance
company (case reserves) and for claims that are yet to be reported to the
insurance company (incurred but not reported, or IBNR). When premiums
increase for a P&C insurer, risk exposures also increase and the associated
loss reserves expand.

The number of catastrophe losses and an increase/(decrease) in loss
reserves (i.e. reserve re-estimates) have a direct impact on policy-related
costs and simultaneously on operating incomes. An increase in catastrophe
losses or reserves impacts policy-related costs positively and operating
income negatively. The reserve level maintained by P&C insurance
companies is highly subjective and could vary depending on the
management’s decisions. In terms of disclosures, certain jurisdictions require
insurance companies to disclose their annual P&C reserves in detail.



P&C Industry Business Model, Continued

OTHER FINANCIAL STATEMENT ITEMS

Operating costs and expenses include expenses related to customer
acquisitions and other general and administrative expenses.

When premium revenue is sufficient to cover both underwriting expenses and
claims, an insurance company generates an underwriting income. On the
contrary, when the premium revenue is insufficient, it generates an
underwriting loss. The process of underwriting involves collecting premiums,
paying for losses and paying underwriting expenses.

Net investment income is the second most important contributor to total
revenue for most insurance companies, after earned premiums. Between
collecting premiums and paying claims and expenses, there is an interval
when an insurance company invests funds collected as premiums in various
securities and investment vehicles. The interest and dividend income
generated from these investments account for a bulk of the overall operating
earnings for most insurers.

The earnings stability that P&C insurers are known for often comes from the
predictable and highly recurring nature of their investment income. However,
the returns earned and the long-term growth of their investments depend on
the level of interest rates.

Other income/loss typically represents realized gains (or losses) generated
from the sale of securities or credit impairments, which also contribute to the
revenue of P&C insurers. Although realized gains generally flow through the
income statement of a P&C insurer and are added to retained earnings, they
are not considered while computing operating earnings.



P&C Industry Business Model, Continued

RATIOS USED TO ANALYZE P&C INSURANCE STOCKS

Retention ratio (net written premium / gross written premium) measures the
efficiency of a P&C insurance company. It exhibits the percentage of
businesses covered by the insurance company which is not transferred to the
reinsurance companies. Companies with efficient underwriting decisions have
higher retention ratios, which in turn drives higher profitability. However,
reinsurance through risk spreading increases the stability of the company.

Loss ratio (policy-related costs / net premium earned) measures the
underlying efficiency of a P&C insurance company and its ability to manage
claims. A higher loss ratio indicates a higher number of paid claims, which can
be an indicator of financial distress.

The combined ratio (loss ratio + expense ratio) measures the overall
underwriting efficiency of a company. A combined ratio of 100% means that an
insurer is breaking even on its underwriting activities.

The catastrophe ratio (catastrophe losses / net earned premium) measures
catastrophic losses as a percentage of net earned premium. A higher
catastrophe ratio will hit the underwriting earnings of the company which in
turn hits the profitability of the company.

Return on equity (ROE) (net income/(loss) / average stockholders’ equity)
measures the return per dollar on equity investments. Profitability for all
business activities is measured through ROE. A lower ROE indicates poor
underwriting discipline or less than adequate returns on investments relative
to the cost of capital. The metrics used in the diagram below are often used by
analysts to break down the ROE based on the contributions from core
insurance operations (i.e. operations which exhibit underwriting efficiency) and
from investment operations (i.e. operations which depict investing efficiency)
of the P&C insurance business.



P&C Industry Business Model, Continued
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Premium-to-surplus ratio (premium written, net / (total assets — total
liabilities)), also known as underwriting leverage, measures the efficiency with
which an insurance company uses its capital resources to generate business.
A relatively low premium-to-surplus ratio indicates the underutilization of
capital, which means the company has more room for growth without having
to dilute existing shareholders’ resources. Less volatile insurance products
(such as personal auto insurance) have higher underwriting leverage while
high volatile insurance products (such as property catastrophe insurance)
have lower underwriting leverage. Aggressive underwriting may lead to
significant losses, especially in soft markets, which are characterized by
stable or falling premium rates, relaxed underwriting conditions, and increased
capacity of an insurer, among other things). This ratio also measures a
company’s exposure to pricing errors in its current book of business. Net
written premium indicates potential losses due to underpricing of policies,
while policyholder surplus indicates the cushion available to absorb such

losses.



P&C Industry Business Model, Continued

Underwriting margin (underwriting profit/(loss) / premium earned, net)
measures the profit that a P&C insurer derives from insurance operations only
(i.e. excluding investments).

Investment yield (net investment income / investments) measures the
profitability of investments and purports to reflect the ability to manage
investments successfully.

Investment leverage is defined as invested assets divided by equity. Invested
assets are largely the investment portfolio built up from the premiums
collected by a P&C carrier. The average of the P&C industry's investment
leverage depends on the length of the tail or the claims payout period.

Book value per share is a popular ratio for P&C insurance business and is
measured as ftotal stockholders’ equity excluding minority interest & preferred
Shares / number of shares outstanding. P&C insurance business is a capital
intensive or balance sheet-based business, where book value per share is an
important metric used for valuation purposes. Additionally, most assets and
liabilities of P&C companies are constantly valued at market prices.

Tangible book value per share is an enhancement to book value per share
and is measured as total stockholders’ equity excluding minority interest &
preferred share — intangible assets / number of shares outstanding.

Return on assets (ROA) (net income/(loss) / average assets) is an indicator of
how well a company utilizes its assets, determined by how profitable a
company is with respect to its total assets. ROA gives a manager, investor, or
analyst an idea of how efficient a company's management is at utilizing its
assets to generate earnings.



P&C Industry Business Model Diagram
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Key Property and Casualty Insurance
Industry Metrics

When understanding market expectations for Property and Casualty Insurance,
whether at a company or industry level, here are some of the P&C Insurance
KPIs to consider:

e Net Earned Premium (NEP) e Loss Ratio
e Net Investment Income e Combined Ratio
e Policy-related Costs e Catastrophe Losses (CAT Loss)
e Underwriting Margin e Premium-to-Surplus Ratio
e Pre-tax Margin e Annualized Investment Yield
e Retention Ratio or e Return on Equity
Reinsurance Retention Ratio e Book Value per Share
...and more!
Current P&C Insurance KPI
Forecasts - . .
PicC
Visible Alpha offers detailed consensus 2= /y
estimates for key performance indicators : /mvums‘r
for P&C insurance companies, sourced = |

from the world’s leading equity analysts. | e ——

Uncover current market expectations ————————————
through our consensus estimates data

: lai
on net premium earrTed,.c aims ACCESS THE DATA
expenses, underwriting income, loss
ratio, catastrophe loss ratio and more to

identify P&C insurance trends and future
performance of P&C insurance

companies.


https://visiblealpha.com/consensus-estimates/property-casualty-insurance-kpi-forecasts/?utm_source=%20PCInsuranceKPIGuide&utm_medium=pdf

Visible Alpha’s Standardized
Industry Metrics

To understand market expectations for the P&C insurance industry, a key
information source is sell-side analyst estimate and consensus forecast data.
The buy side, sell side and public companies leverage this type of data to
conduct competitive analysis, a type of analysis conducted by professional
analysts that involves comparing standardized metrics of one company with
those of similar companies. Because companies report metrics differently —
and sometimes report on different metrics altogether — standardizing the key
metrics for each company can be a cumbersome process.

Visible Alpha Insights includes analyst data, company data and industry data
at level of granularity unparalleled in the market. Our industry data —
Standardized Industry Metrics — enables market participants to quantify and
compare market expectations for companies across 150+ industries.

Our Integrated P&C Insurance Industry Data Set Includes:

Global Tickers Contributing Brokers Current Analyst Excel Models
Unique line items in Unique line items in our Total standardized
our standardized standardized operating line items
financials data metrics data

Visible Alpha Industry KPIs
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Available Comp Tables

Consensus Estimates

Visible Alpha offers comp tables, comparing forecasts for key financial and
operating metrics, to make it easy to quickly conduct relative analysis. Every
pre-built, customizable comp table is based on region and/or key operating

metrics.
GIObaI Key Values Edit Tickers Edit Line Items Switch to Trend View ]
Ticker (55) Company Name FY End Premium earned, Net investment Total revenue Underwritin, Underwriting
net income income/ (loss; margin(%)
CB_US Chubb Ltd Dec $35,265.99 $3,647.42 $38,611.12 $3,357.15 9.58%
TRV_US TRAVELERS COS INC Dec $30,628.41 $2,727.84 $34,084.86 $1,036.58 3.39%
ALL Allstate Corp. Dec $43,348.03 $2,192.34 $47,430.61 $4,125.69 9.59%
PGR Progressive Corp Dec $44,275.60 $204.93 $46,851.39 $2,495.99 5.63%
HIG_US HARTFORD FINANCIAL... | Dec $17,580.39 $1,800.37 $21,104.61
WRB_US WR BERKLEY CORP Dec $7,924.72 $593.59 $9,144.95 $800.78 10.11%
ACGL_US ARCH CAPITAL GROUP... | Dec $8,111.06 $436.90 $8,809.02 $1,205.53 15.11%
PLMR_US Palomar Holdings I... Dec $219.84 $9.11 $231.98 $66.17 30.07%
Average $8,133.19 $688.36 $9,070.89 $351.62 5.31%
Median $3,019.92 $160.84 $3,287.33 $94.16 5.63%
Global - Personal Lines Edit Tickers [ Edit Line Items H Switch to Trend View ]
pa=as Sompay tisne e T et Propery ~ | income. Property cobts Troperty income/assy. | margin: Propery
and Casua... and Cas... and Casu... Property a... and Casua...
CB_US Chubb Ltd Dec $4,923.22 $255.04 $3,204.40 $443.04 9.02%
TRV_US TRAVELERS COS INC Dec $11,918.21 $467.75 $8,162.64 $552.57 4.63%
AlG American Internati... Dec $7,692.30 - $4,302.78 $233.37 3.04%
PGR Progressive Corp Dec $35,597.47 - $26,505.15 $2,007.35 5.64%
HIG_US HARTFORD FINANCIAL... | Dec $2,933.42 $139.60 $1,941.95 $227.05 7.74%
IFC_CA Intact Financial C... Dec $5,528.28 - $3,363.01 $608.45 11.05%
SIGI_US SELECTIVE INSURANC... Dec $293.10 - $192.38 $20.72 7.07%
THG_US The Hanover Insura... Dec $1,904.67 $85.01 $1,262.11 $108.33 5.68%
Average $8,689.95 $189.91 $6,250.28 $561.47 11.22%
Median $3,300.14 $139.60 $1,941.95 $310.12 7.74%
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Available Comp Tables

Consensus Estimates

Global - Commercial Lines [ Edit Tickers ] Edit Line Items } [ Switch to Trend View ]
Ticker (11) Company Name FY End Premium earned, Net investment Policy related Underwriting Underwriting
MondCosoas " and Cass O nd Casu epe e ™ Pand Cobua
TRV_US TRAVELERS COS INC Dec $18,704.60 $2,263.47 $12,110.17 $790.83 4.23%
AlG American Internati... Dec $16,745.67 % $11,325.28 A 4.33%
CB_US Chubb Ltd Dec $15,202.08 $2,098.40 $9,868.26 $2,120.57 13.95%
HIG_US HARTFORD FINANCIAL... | Dec $9,154.44 $1,217.39 $5,956.22 $208.02 2.27%
PGR Progressive Corp Dec $6,618.26 - $4,626.86 $641.70 9.65%
IFC_CA Intact Financial C... Dec $3,892.64 - $2,157.10 $335.23 8.63%
CINF_US CINCINNATI FINANCI... Dec $3,625.19 = $2,192.72 $317.52 8.75%
THG_US The Hanover Insura... Dec $2,839.40 $191.91 $1,808.26 $58.24 2.05%
Average T $7.433.27 $1.44279 | 5493260 $509.81 8.72%
Median t $3,892.64 $1,657.90 [ $2,192.72 $273.56 8.73%

Global - Property segment Edit Tickers ] [ Edit Line Items [ Switch to Trend View ] Save to Custom Tables

Ticker (12) Company Name FY End Premium written, Premium earned, Policy related Underwriting Catastrophe

net - Property net - Property costs - Property income/ (loss) - losses - Property

Property

ALL Allstate Corp. Dec $9,815.59 $9,461.31 $6,154.09 $1,180.34 $2,290.70
PGR Progressive Corp Dec $2,204.40 $2,055.67 $1,592.51 ($152.46) $398.28
CINF_US CINCINNATI FINANCL... Dec $1,828.65 $1,761.27 $1,227.53 E $359.77
2328 CN PICC Property & Ca... Dec = $1,404.98 $939.31 ($75.73) -
DLG_UK DIRECT LINE INSURA... Dec $809.35 $777.98 $433.71 $103.95 $43.11
UIHC_US United Insurance H... Dec $1,396.61 $620.28 $376.11 (529.12) $95.06
HRTG_US HERITAGE INSURANCE... Dec $1,157.77 $590.14 $363.25 $1.25 $64.17
LRE_UK LANCASHIRE HOLDING... | Dec — $363.79 $127.92 $150.89 =
FNHC_US FedNat Holding Co Dec $740.88 $230.36 $205.27 ($88.37) -
Average $1,846.58 $1,479.63 $981.61 $118.79 $420.09
Median | $983.56 $605.21 $369.68 ($21.60) $79.61

Global - Automobile Segment Edit Tickers ] [ Edit Line Items ] [ Switch to Trend View ] Save to Custom Tables

Ticker (16) Company Name FY End Premium written, | Premium earned, Policy related Underwriting Catastrophe

net - Automobile net - Automobile costs - income/ (loss) - losses -

Automobile Automobile Automobile
PGR Progressive Corp Dec $43,935.30 $42,215.72 $31,132.01 $2,649.05 $568.47
BRKA_US Berkshire Hathaway... Dec $38,400.48 $36,677.38 $28,991.20 $1,962.90 $231.47
ALL Allstate Corp. Dec $27,505.17 $27,402.41 $17,277.28 $3,236.30 $351.60
KMPR_US Kemper Corp Dec $4,401.78 $4,235.01 $3,136.88 $232.46 $19.66
DLG_UK DIRECT LINE INSURA... Dec $2,180.57 $2,006.25 $1,295.46 $179.53 5
THG_US The Hanover Insura... Dec $1,527.99 $1,515.73 $1,029.69 $486.04 $12.70
CINF_US CINCINNATI FINANCI... Dec $1,434.79 $1,406.24 $922.25 2 $18.22
HMN_US Horace Mann Educat... Dec $401.92 $405.52 $279.55 = $5.48
ROOT_US Root Inc Dec $333.06 $254.00 $323.04 . .
Average i $10,958.48 $10,320.47 $7,385.15 $885.06 $172.51
Median $1,527.99 $1,976.58 $1,162.57 $468.39 $19.66
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Financial and Operating KPIs Available for
P&C Insurance Companies:

Americas

Chubb Ltd. (CB_US)

Travelers Cos Inc. (TRV_US)

Allstate Corp. (ALL)

American International Group, Inc. (AIG)
Progressive Corp. (PGR)

Direct Line Insurance Group Plc. (DLG_UK)
Lancashire Holdings Ltd. (LRE_UK)
Beazley Plc. (BEZ_UK)

Aviva. (AV_UK)

Allianz SE. (ALVG_DE)

PICC Property & Casualty Co Ltd. (2328 _CN)

China Pacific Insurance (2601_CN)

People’s Insurance Company (Group) of China Limited (1339_CN)
Ping An Insurance (601318_CN)

Samsung Fire & Marine (000810_KR)
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Industry KPI Terms & Definitions

Gross Written Premium (GWP)

Gross written premium is the total premium collected by an insurance company before adjusting
reinsurance and ceding commissions. GWP also includes a gross policy premium, which is
collected as of the issue date of the policy, regardless of the payment plan.

Net Written Premium (NWP)
Net written premium is the premium collected by an insurance company after adjusting reinsurance
ceded.

Net Earned Premium (NEP)

Net earned premium is the premium earned on the portion of an insurance contract that has
expired. Although insurance premiums are often paid in advance, insurance companies earn the
premium at an even rate throughout the policy’s term. The unearned portion of a premium that has
been paid for forms a part of the unearned premium reserve.

Net Investment Income
Net investment income is the income generated by an insurance company from investments,
excluding investment-related expenses.

Policy-related Costs (aka Losses Incurred or Net Claims Incurred)

Policy-related costs are the total amount of claims paid by an insurance company which includes
paid claims, or expenses associated with establishing a loss reserve to pay a claim in the future
and loss adjustment expenses. It does not ordinarily include incurred but not reported (IBNR)
losses.

Underwriting Income or Loss
Underwriting income/(loss) is the profit/(loss) generated by an insurance company by providing
insurance or reinsurance coverage, excluding the profit or loss generated from investments.

Underwriting Margin
Underwriting margin is the margin or profit generated from underwriting activities.

Pre-tax Margin
Pre-tax margin is the margin or profit generated from pre-tax income.

Catastrophe Losses (CAT Loss)
Catastrophe losses are losses that arise from infrequent events causing severe losses, injury,
and/or property damage to a large population, as in the case of natural disasters.



Industry KPI Terms & Definitions, continued

Re-estimates or Redevelopment Reserve

Reserve re-estimate is the increase/decrease in incurred claims and claims adjustment expenses
as a result of re-estimation of claims and claims adjustment expense reserves at successive dates
for a given set of policies.

Retention Ratio or Reinsurance Retention Ratio
Retention ratio measures the percentage of risk being carried by an insurance company as
opposed to what has been passed to a reinsurer.

Loss Ratio
Loss ratio measures claims paid as a percentage of earned premiums. This ratio indicates the
operating efficiency of a company.

Catastrophe Loss Ratio (or CAT Ratio)
Catastrophe loss ratio is the ratio of catastrophe losses to earned premiums.

Reserve Re-estimate Ratio

Reserve re-estimate ratio measures the change in reserves as a percentage of net earned
premium. Change in reserves during the year is added to net claims incurred in the income
statement. Thus, any change in reserves also impacts operating earnings.

Expense Ratio

Expense ratio measures the operational efficiency of a company and its ability to manage operating
activities. A higher expense ratio will reduce the operating income of a company. Expenses include
acquisition cost, servicing cost and other general and administrative expenses.

Combined Ratio
Combined ratio is the sum of the loss ratio to the expense ratio. A combined ratio of less than 100%
generally indicates profitable underwriting by a company.

Loss Ratio excluding CAT Ratio and Reserve Re-estimate Ratio

Loss ratio excluding CAT and reserve re-estimate ratio measures the underwriting efficiency of a
company after excluding catastrophe loss ratio and reserve re-estimate ratio. A higher ratio
indicates higher claims excluding catastrophe losses and changes in reserves. This can be an
indicator of poor claims management.
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Combined Ratio excluding CAT Ratio and Reserve Re-estimate Ratio

Combined ratio excluding CAT and reserve re-estimate ratio measures the overall underwriting
profitability of a company after excluding catastrophe ratio and reserve re-estimate ratio. A higher
ratio implies larger claims or increased operating expenses and could be an indicator of poor claims
and expense management.

Premium-to-Surplus Ratio
The premium-to-surplus ratio, also known as underwriting leverage, shows how effectively a
company is using its capital resources to generate business.

Annualized Investment Yield
Annualized investment yield measures the profitability of invested assets of a P&C insurance
company.

Return on Equity
Return on equity measures the return per dollar on equity investments.

Book Value per Share
Book value per share is used to measure the net value of a company's assets as per the books of
accounts that are available to the shareholders in case of liquidation of the company.

Segment Reporting
In addition to estimates of the consolidated business, analysts also produce forecasts for individual
business and product lines. Some of the more commonly available metrics in our database include:

Premium written, Net — Automobile, Personal
Premium earned, Net — Automobile, Personal
Policy related costs — Automobile, Personal
Underwriting income/(loss) — Automobile, Personal
CAT ratio — Automobile, Personal

Reserve re-estimate ratio — Automobile, Personal
Loss ratio excl. CAT and reserve re-estimate ratio — Automobile, Personal
Loss ratio — Automobile, Personal

Expense ratio — Automobile, Personal

Combined ratio — Automobile, Personal

Retention ratio - Automobile, Personal
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