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LLOYD'S

A Brief History of Lloyd’s

> 1688

First known reference to Edward Lloyd’s Coffee House

» 1730

»> 1871

First Lloyd’s Act passed making it illegal for anyone not recognised as a Lloyd’s
underwriting member to sign against a Lloyd’s policy

Lloyd’s dominates shipping insurance globally
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The World’s Leading Specialist Insurance Market
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The Lloyd’s Market

Home to Leading Insurance Brands
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The Lloyd’'s Market Structure

The Corporation of Lloyd’s

Policyholder Distribution Members

Channel 57

Direct . Corporate
! Managing Agents -
Reinsurance 258 Individual
Lloyd’s Brokers 84
Syndicates

3,859

Coverholders 12
Special Purpose Arrangements

Business flow Capital provision

The Market

© Lloyd’s As of December 31t 2016 16
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The Lloyd’s Chain of Security

Unique capital structure provides excellent financial security to policyholders and capital efficiency to members

Syndicate level assets
US$67bn

Several
assets

Members’ funds at
Lloyd’s
US$27bn

Second
link

Mutual Central assets
assets US$4bn

The Corporation is responsible for setting both member and central capital to achieve a level of capitalisation
that is robust and allows members the potential to earn superior returns.

As of December 315t 2016; £1 = US$1.23

© Lloyd’s
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Strength in Ratings

Syndicates operating
In the market enjoy
the benefit of a single
market rating given
by independent
agencies

www.lloyds.com/annual report 2016

STANDARD A+

J&POOR’S
- (Strong)

FitchRatings AA'

(Very strong)

A

(Excellent)

© Lloyd’s
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Lloyd’s in Numbers

Syndicates Coverholders

of specialist underwriting expertise offering a local route to Lloyd’s
84 3,859
Brokers . Countries and territories
bringing business to Lloyd’s the Lloyd’s market covers

US$ billion claims paid Years

by Lloyd’s over the last six years of underwriting experience

85 329

© Lloyd’s
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Four Mega Trends
Themes affecting risk generation, new and changed perceptions

Urbanisation

Globalisation

© Lloyd’s 20
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Equity Market Volatility

S&P Global 1200 6-Month Realized Volatility Index
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Price Earnings Ratios

Shiller Price Earnings (PE) ratio for S&P 500

© Lloyd’s 22
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Global reinsurance capital (USD bn)

64 72 75
24 28
17 22 22
19
447 >4
428
388
368 321 378

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
w Alternative Capital m Traditional Capital

Source: Aon Benfield, Inc., "Reinsurance Market Outlook: Capacity Gap Narrows as Demand Picks up”, September 2016

© Lloyd’s 23
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Trend of IoT — Exponential

GROWTH IN THE INTERNET OF THINGS

THE NUMBER OF CONNECTED DEVICES WILL EXCEED 50 BILLION BY 2020
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©Lloyd’s  Source: Cisco
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Technology — Driving Transformation

Blockchain

Quicker transaction
processing

Lower transaction and admin
costs

Increased transparency of
transactions

Improved data security

Drones

Increased speed of claims
assessments

Reduced fraud

Assess underlying assets for
underwriting. quickly and
effectively

Augmented/virtual reality

« Engage customers by
illustrating tailored need for
insurance

* Inspect underlying assets
remotely

* Inspect damage remotely
» Train employees

© Lloyd’s
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The rise of the intangibles

[L Alibaba.com
Alibaba.com
facebook. FRIEEI0DlS
NETIFLIX Netflix
Airbnb

B U B £ REEG

© Lloyd’s
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Autonomous Marine Vessels
New Challenges on the Horizon
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CYBER

Digitisation and Technology Driving Cyber Exposures

Technology. Global. cyber attack
Security experts track initial infection

ack cripples
orldwide :

‘The recent ransomware attack that started
just two days ago has global impact,
stopping chocolate factories in Australia,
S | crippling ports (in India) and affecting at
least one shipping line.’

© Lloyd’s
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Where is warming coming from?

NASA’'s model — Natural factors

Hotter

1880-1910
Average [

Colder

1880-2005

Volcanic

©@djoyd’s 2017
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Where is warming coming from?

NASA’'s model — Human factors

Hotter

1880-1910
Average

Colder

1880-2005

Aerosols

©@dyjoyd’s 2017
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Climate change
A risk multiplier rather than a peril

« The IPCC assesses
that the current
trajectory is for an
additional 2.6 — 4.8°C
of global warming by
the end of the century

« This figure will not be
uniform — there will be
global variation

Observed change in surface temperature 1901-2012

-06 -04 -02 0 02 04 06 08 10 125 15 175 25
(°C)

© Lloyd’s
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Climate change and extreme weather
Establishing impacts

« As the atmosphere becomes warmer and moister,

It generates more potential energy for storms and
severe weather events

LV
"
A= e

« Changes in atmospheric and ocean circulation will

Influence storm tracks and many other aspects of CATASTROPHE MODELLING
the weather

T:ﬁ'ﬂ; B 4 =
Number p 'ﬁ
1200

W Geophysical events
(Earthquake, tsunami,
volcanic activity)

e B Meteorological events
(Tropical storm,

axtratropical storm,

Ll convective storm,

local storm)

600 B Hydrological events

(Flood, mass movement) CI | materSe

400 B Climatological events P
(Extrerre temperature, Insuring a
drought, forest fire) sustainable

200 future

Munich Re, 2014
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Lloyd’s City Risk Index
2015-2025

New research analyses the potential impact on the economic output
of 301 of the world’s cities from 18 manmade and natural threats over

a ten-year period. This graphic shows the key trends identified in the Index.

Total GDP@Risk: All cities

$4.56trn

Market crash represents nearly a quarter of all cities’ potential
losses, while just ten threats account for 91% of Total GDP@Risk:

$414.14bn

$179.96bn
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Insurance Penetration Gap

UNDERINSURANCE MAP

JK. Denmark

Ireland 1.6 1.1.

-2.6 .B South Keeea
E»éﬁmanesnAo_o

Mexco * -1 l.
-

Colombtia | Vietram

@ Branil

Taivean

Tier 1. Better inmured Singapore

Tier 2 Moderately inswred
Tier 3. Undernsured

Argentna

South Afnca

Austratia 31

BETTER INSURED

8.0 Netheriands 2.1 Germany
3.1 New Zealand 1.7 Austria
2.6 South Korea 1.6 UK

2.5 US 1.4 Australia
2.5 Canada

MODERATELY INSURED
1.4 Denmark 0.4 Japan

1.1 Spain 0.4 France
1.0 South Africa 0.4 Sweden
1.0 Tamwan 0.3 Russia
08 Ireland 0.3 Norway
0.6 Haly 0.2 Malaysia
0.4 Argentina 0.1 Singapore
0.4 Israel 0.1 VAE
UNDERINSURED

0.0 HongKong ~-1.1 Nigeria
-0.2 Poland -1.2 India
-0.2 Colombia 1.3 Turkey
-0.4 Thailand 1.4 Egypt
-0.5 Brazil -1.4 Philippines
-0.7 Mexico -1.4 Vietnam
-0.9 SaudiArabia -1.7 Indonesia
-1.0 Chile -2.6 Bangladesh
-1.1 China

© Lloyd’s
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Key Trends

Emerging economies have the most to lose

Total GDP@Risk: $3.26trn

Total GDP@Risk:

Delhi, India

$44.02bn
Total GDP@Risk: | Total GDP@Risk:
ngos, Nigeria % ‘ '—Guangzhou China

$16.71bn \, 4 W A $43.69bn

Total GDP@Risk: —. o
Jakarta, Indonesia w "N
$48.23bn

All figures in US$

© Lloyd’s 35
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South East Asia

Top five threats across 15 cities

wWind Storm  $68.29bn GDP@risk

$300.20bn GDP@risk
Market Crash $60.80bn GDP@risk

17.71% of Annual GDP
Pandemic $30.74bn GDP@risk

Earthquake  $30.06bn GDP@risk

Flood $22.48bn GDP@risk

36
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Malaysia
$2.75bn GDP@risk 60.19%
Pandemic $0.63bn GDP@risk 13.77%
a Volcano $68.29bn GDP@risk 8.64%

Plant Epidemic $30.06bn GDP@risk 5.20%

@ Sovereign Default $22.48bn GDP@risk 2.87%

Soveraign
detault

© Lloyd’s .
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Risk & Resilience in a VUCA World
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Stochastic modelling of liability
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Overview for California Flood
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