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Property and casualty (P&C) insurers have a long history of
estimating claims more efficiently than life and health (L&H)
and multi-line insurance underwriters
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Leading US Insurance Underwriters
Analysis of Net Leverage Ratio

Introduction
Net leverage ratio is a measure used by insurance companies to assess their exposure to errors in estimating claims volume. It is
calculated by adding the net written premiums ratio and the net liability ratio.

A higher net leverage ratio indicates that the insurance company is more reliant on having adequate reserve funds to cover claims.

Research Methodology
This report is part of a series called "Business Metrics & Benchmarks" that analyzes financial data across sectors and industries.

Aranca analyzed 24 leading US-based insurance underwriters over a period of 20 years (2003-22).

The information in this report was compiled from income statements sourced from Financial APIs and annual SEC filings.

Key Takeaways

Analysis of Net Leverage Ratio of these companies highlight the following:

 Historically, property and casualty (P&C) insurers have had a low net leverage ratio, ranging from 3.5 to 6.1, even during
recessionary periods.

* On the other hand, life and health (L&H) and multi-line insurers have had a higher net leverage ratio, with spikes ranging from 23
to 25 during periods of financial slowdown.
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Leading US Insurance Underwriters: Net Leverage Ratio
Analysis By Size of Business

[# Represents company count, Net Leverage Ratio is shown as average of five-year period]

P&C Insurance

Size (2022 NPW) # 2003-07 2008-12 2013-17 2018-22
Less than $10 Bn 8 4.8 3.8 3.7 4.1
$10-50 Bn 3 4.9 3.7 3.4 3.5
More than $50 Bn 2 6.8 7.6 5.7 57

L&H Insurance

Size (2022 NPW) # 2003-07 2008-12 2013-17 2018-22
Less than $10 Bn 3 9.6 10.4 10.8 11.3
$10-50 Bn 1 18.0 20.8 17.4 19.8

Multi-line Insurance

Size (2022 NPW) # 2003-07 2008-12 2013-17 2018-22
Less than $10 Bn 1 8.5 6.7 7.9 9.2
$10-50 Bn 2 18.1 17.9 13.8 4.4
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Leading US Insurance Underwriters: Net Leverage Ratio
Analysis By Business Line

—0—P&C L&H —e—Multi-line
' o Post COVID
Subprime Crisis Economic Slowdown
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Leading US Insurance Underwriters: Net Leverage Ratio
P&C Insurers with Net Premiums Written more than $50 Bn

The Progressive Corp. NPW: $51.0 Bn
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The Allstate Corp. NPW: $50.1 Bn
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Leading US Insurance Underwriters: Net Leverage Ratio

P&C insurers with Net Premiums Written of between $10 Bn and $50 Bn

Chubb Ltd. NPW: $41.8 Bn
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Arch Capital Group NPW: $11.1 Bn
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Leading US Insurance Underwriters: Net Leverage Ratio
P&C insurers with Net Premiums Written less than $10 Bn

Loews Corp. NPW: $9.1 Bn
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Leading US Insurance Underwriters: Net Leverage Ratio

P&C insurers with Net Premiums Written less than $10 Bn

American Financial Group NPW: $6.2 Bn
1 113 128 .
88 84 83 76 81 103 . . 76 79 85 92 w04 1d 1o 06 59 /6

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
The Hanover Insurance NPW: $5.5 Bn
11.3 10.1
56 51 43 52 35 37 55 59 59 55 55 56 58 45 49 46 51 7.4
— L amm— Co=——=C o ®

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Kemper Corp.

5.4
3.8 44 37 33 34

Nﬂ o

47 42 40 38

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

NPW: $4.5 Bn

6.3

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

34 33 37 40 38 37 9 ., 39
° e e

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Safety Insurance Group NPW: $0.8 Bn
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Leading US Insurance Underwriters: Net Leverage Ratio
L&H Insurers with Net Premiums Written less than $50 Bn
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Leading US Insurance Underwriters: Net Leverage Ratio
Multi-line insurers with Net Premiums Written less than $50 Bn

Assurant, Inc. NPW: $17.5 Bn
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Hartford Financial Services NPW: $14.1 Bn
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Atlantic American Corp. NPW: $0.2 Bn
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Decide Fearlessly

From startups to the Fortune 500, private equity and global financial firms —
Aranca is the trusted research and advisory partner for over 2500 companies
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Growth Advisory

Investment Research & Analytics
Valuation & Financial Advisory
Technology Research & Advisory

Procurement & Supply Chain Research
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aranc www.aranca.com | inquiry@aranca.com
This material is exclusive property of Aranca. No part of this presentation may be used, shared, modified and/or disseminated without permission. All rights reserved.
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