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US Surety PerspectiveUS Surety Perspective

• P t• Past

P t• Present

F t Ch ll• Future Challenges





Our ChallengesOur Challengesgg

• Economic, Legislative, and Judicial Impacts

• Increased Risk• Increased Risk

• Expense ConsiderationsExpense Considerations

• Underwriting Discipline

• Capital Constraints and Allocation Issues
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Surety Direct Combined RatioSurety Direct Combined Ratio

140

100

120

140

60

80

100

20

40

60

0

20

1996 – 2008 Data from AM Best; 2009 Data from Highline 



2009 P& C Direct & Ceded Premiums2009 P& C Direct & Ceded Premiums
US M k tUS M k tUS MarketUS Market

Direct Premiums Written for 2009:  Ceded Premiums to Non­Affiliates for 
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Direct Surety Loss Ratio AnalysisDirect Surety Loss Ratio Analysis
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Surety Surety –– Sensitivity to the EconomySensitivity to the Economy



Surety Underwriting Expense Surety Underwriting Expense 
Ratio ComponentsRatio Components
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Surety, Commercial and PersonalSurety, Commercial and Personal
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SolutionsSolutions

• Underwriting• Underwriting
• Pricing
• Exposure Management
• Expense Reductionp
• FOCUS



S&P Net Written Premium ChargesS&P Net Written Premium Charges
Sample Lines of BusinessSample Lines of BusinessSample Lines of BusinessSample Lines of Business
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•Premium charges are a percent of NWP that vary by line of business and by S&P rating level
•Surety & Fidelity charges are relatively low
•Credit and Political Risk charges are the highest for any class



S&P Net Reserve ChargesS&P Net Reserve Charges
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50%

30%

35%

40%

45%

of
 R
es
er
ve
s

Personal Auto

15%

20%

25%

30%

pi
ta
l C
ha

rg
e 
as
 a
 %
 

Commercial Auto

Other Liability

Surety & Fidelity

Credit & Political Risk ‐ US

d l l k

0%

5%

10%

AAA AA A BBB

Ca
p Credit & Political Risk ‐ Int

S&P Rating Level

•Reserve charges are multiplied by carried reserves. Charges vary by line of business and S&P rating level
•Reserve charges are the same for primary and xol reinsurance
•Surety charge is high; soft market results took a few years to emerge as adverse developmentSurety charge is high; soft market results took a few years to emerge as adverse development
•Impact on casualty lines is understated in this slide, as reserve charges for an accident year must be held for 
many years.






