











MA

PROPERTY

2011 may break all records for insured losses. Before hurricane season even got underway, $70B of
property losses hit the market. We are on track to pierce the $100B mark for the first time.
The release of RMS 11.0 impacted the market as much as the catastrophic losses. Many loss
estimates in Tier 2 hurricane zones increased by 50% to 100%. Underwriters have been forced to
either charge more for their CAT capacity, find another attachment point on programs or cut their line
size.

Reinsurance rates, up marginally in Q1 and Q2, moved up 5% to 15% on average. Increases were in the
10% to 20% range for accounts with losses.

For January 2012 renewals, reinsurance rates are expected to climb further due to the 2011 insured
losses and RMS 11.0.

Many insurers are running loss ratios in excess of 100%.

Type of Accounts 2012 Q1 Forecast

Non-CAT -5% to Flat

CAT (or poor loss experience) +7.5to +12.5%

David Finnis

Executive Vice President

National Property Practice Leader
404 302 3848
david.finnis@willis.com
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KETPLACE REALITIES

DIRECTORS & OFFICERS (D&O)

Primary rate decreases remain common but are easing into the single digits, and at least one
major carrier is mandating flat renewals.

Capacity, meanwhile, remains constant, with no new entrants into the marketplace for commercial
(non-financial) risks. We expect abundant competition to continue to drive double-digit
reductions in excess pricing where minimum premiums have not already been reached.
Capacity for financial services firms continues to increase as commercial carriers calculate that most
suits related to the credit crisis are already in.

Coverage enhancements for public companies that were first made available at a price in 2010 will be
rolled into placements in 2012 at no additional premium.

The most significant product changes are in the area of investigations. Limited coverage is
most often available for individual directors and officers rather than the companies.

Despite the fact that reinsurance does not play a large role in either the pricing or terms and conditions
for D&O insurance, it is the most frequently cited reason for carriers refusing to write multi-year deals
for for-profit companies.

As derivative and opt-out D&O claims become more common, global claim settlements grow more
complex and costly.

More companies are looking at independent directors-only coverage or increasing the limits that they
carry in this top-most segment of their D&O tower.

Another major D&O trend is the expansion of global programs to incorporate local placements (where
non-admitted coverage is not permitted).

Buyers may be able to purchase additional limits without warranty statements or new pending and
prior litigation exclusions.

Overall

Flat to -10%

Large Public Company

Flat to -5% on primary, -5 to -15% on excess layers

Other Public companies

-5t0-10% on primary, -10 to -15% on excess

Private Companies

Flat to +/-10%

Nonprofit Entities

Flat to +/-10%

John Connolly
D&O Practice Leader
610 254 5686

john.a.connolly@willis.com
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KETPLACE REALITIES

EMPLOYMENT PRACTICES LIABILITY (EPL)

In the global marketplace for EPLI, Bermuda and London are most likely to offer competitive terms on
larger risks.

Soft market conditions largely follow those seen in D&O - with rates of decrease flattening.
Capacity overall remains abundant, but at least two major carriers have announced their intention to
restrict their maximum capacity on primary layers. This may, in part, be a reaction to the U.S. Supreme
Court’s decision in Dukes v. Wal-Mart, which denied federal class action status to the nationwide class
of plaintiffs — potentially leading to many more (and hence costly) state-based class actions.

As the global credit crisis drags on, significant EPL claims are being brought outside the
U.S.; this is expected to continue into 2012, potentially impacting the risk profile of
multinational firms.

A trend to look for is policy wording addressing new media exposures.

Carriers have little appetite for wage-and-hour claim coverage, with limited coverage available only to
smaller organizations.

Strategic buyers will look for opportunities to leverage their D&O purchase with potential EPL markets,
while private and nonprofit firms usually combine the purchase.

Overall Flat to-5%

Large Global Companies Flat to -10% on primary, -5 to -15% on excess layers
Mid-Size to Large Domestic Firms -5to +10%

Private and Nonprofit Entities Flat to +/-10%

Smaller Employers (fewer than 200 employees) | Flat to -10%

Ann Longmore

Product Leader
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MA

FIDUCIARY

Rate decreases are beginning to flatten out on both primary and excess layers, as
minimumpricing levels are approached on some of the largest placements.
Capacity remains constant, with no new entrants into the marketplace.

Expensive ERISA tagalong litigation will continue and suits involving cash balance plans are still
making their way through the courts.

The ongoing financial crisis continues to afflict pensions. Hardship withdrawals are compounding the
impact of depressed asset values at some funds.

Uncertainty about the national health care agenda and potential changes in the definition of “fiduciary’
in the health care context are not yet reflected in the marketplace.

The migration of recent D&O coverage enhancements into Fiduciary policies is expected to
continue throughout 2012. This can include affirmation wording relating to (presumptive)
indemnification and advancement of defense costs as well as expanded coverage for investigations.

2

Overall Flat to -10%

Companies with Large Concentrations of their

Stock in their Employee Benefits plans Flat to -10% on primary, -5 to -15% on excess layers

Companies without company stock in Flat to -5/+10% on primary, with -10 to -15%
their plans on excess
ESOP-Owned Firms Flat to +/-15%
Private and Nonprofit Entities Flat to +/-15%
Ann Longmore
Product Leader
2129157994

ann.Jongmore@willis.com
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HEALTH CARE PROFESSIONAL

The Health Care Professional Liability (HPL) market will remain soft through the first half of
2012.

Pricing will depend on jurisdiction, loss experience and layer of coverage, but rate reductions for now
will average in the low single digits.

Loss frequency remains at historically low levels while severity has moderated and is
actuarially predictable.

Health Care Reform (PPACA) will continue to shape malpractice risk and underwriter response as we
get ready for the 2012 Accountable Care Organization (ACO) implementation. Many primary policies
will need to adjust terms and conditions to include response for cyber-related diagnosis and
transmission failure, inter-related provider contracting and a new world of pay-for-performance.

HPL is the most profitable P&C insurance line with a combined ratio well below 100 for an
unprecedented five consecutive years and hence is also one of the most competitive, with excess
capacity chasing a shrinking pool of insureds, as health care industry consolidation accelerates and the
larger health care organizations assume more risk, particularly physician risk.

Consolidation of insurers in the HPL industry will also continue, particularly among the physician
insurers.

Some insurers worry that “integrated occurrences” (i.e., related acts or batch coverage) have expanded
to the point where almost any group of incidents can be aggregated and presented as a single loss (and
therefore subject to only one retention or deductible). This issue can be divisive for insured and insurer
as well as among insurers.

Despite a few recent court decisions, there is no clear trend towards overturning the malpractice reform
legislation enacted in many states in the last decade.

Observers continue to express concern that a rising volume of patients seeking primary care services
will overburden the health care delivery system and compromise care.

The rapid adoption of the electronic medical record may present significant liability exposure while
potentially reducing claims through better communication.

Flat to -5%

Marcia Richardson

Knowledge Manager

Willis North America Health Care Practice
615872 3319
marcia.richardson@willis.com
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