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Relative performance outlasts absolute results

Distribution of combined ratios across Lloyd's syndicates
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Source: ICMR Data, sourced from individual syndicate financial statements
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Average annual combined ratio performance
quintile transition frequencies of Lloyd's
syndicates over the period 2015 - 2024

From/To 1st 2nd 3rd 4th 5th
Ist 49.6% 20.9% 13.9% 8.7% 7.0%

2nd 22.3% 29.5% 23.2% 13.4% 11.6%

3rd 11.5% 19.5% 29.2% 24.8% 15.0%
4th 9.0% 13.5% 25.2% 27.0% 25.2%
5th 6.1% 13.9% 9.6% 26.1% 44.3%

Source: Lloyd's 2025 Insights Report. Insurance Capital Markets
Research and Lloyd's Market Association. 9 April 2025, Retrieved from
https://insurancecapitalmarkets.com/lloydsmarket2025/
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Higher relative performance creates value

Valuation versus performance ICMR.

25-
2.0-
15-

1.0

Price to trailing book multiple

05-

Return on 'capital (weighted last 3 years)

Source: Companies' financial statements, stock data as at 2024-08-20.

Universe: 8766.T, ACGL, AIG, AXS, BEZL, BRK-B, CB, CINF, CNA, CRE, CS.PA, EG, ESGR,
FFH.TO, HIG, HNR1.DE, HSX L, HUW, LRE.L, MKL, MUV2.DE, QBE AX, RNR, SCR.PA,
SPNT, TRV, WRB, WTM
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Predicting the winners is about predicting the
rank performance of peers

- Plackett (1975) and Luce (1959) developed models for rank data

- Probability of ‘winning' is described by an ‘ability’ parameter a
expla;)

s 7

i=1

P(Y;) =
exp(a;)

- Joint probability structure for all ranks:

d expla;
P(Y, > Y, >Y) = [] P
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Example: Generate data for 6 teams

Team 1 Team 2 Team 3 Team 4 Team 5 Team 6
ability 1 {53 1.8 -01 0 1172
probability 15.4% 20.8% 34.3% 51% 57% 18.8%

Sampled outcomes from 10 rounds of playing with known winning probabilities of 6 Teams

Rank 1 Rank 2 Rank 3 Rank 4 Rank 5 Rank 6
Round 1 Team 3 Team 6 Team 1 Team 2 Team 5 Team 4
Round 2 Team 6 Team 2 Team 4 Team 3 Team 5 Team 1
Round 3 Team 1 Team 6 Team 3 Team 2 Team 4 Team 5
Round 4 Team 1 Team 3 Team 6 Team 2 Team 5 Team 4
Round 5 Team 2 Team 3 Team 5 Team 6 Team 4 Team 1
Round 6 Team 1 Team 3 Team 6 Team 4 Team 2 Team 5
Round 7 Team 3 Team 4 Team 2 Team 6 Team 1 Team 5
Round 8 Team 6 Team 3 Team 2 Team 1 Team 4 Team 5
Round 9 Team 2 Team 3 Team 1 Team 4 Team 6 Team 5
Round 10 Team 3 Team 6 Team 2 Team 5 Team 1 Team 4
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Posterior predictive simulations

Distribution of estimated winning probablility
Use Plackett-Luce Probabililities estimated based on 10 rounds of playing
model to recover the
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Source: ICMR analysis
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Estimated rank probabilities based on sample of 10

Estimated probabilities to achieve certain rank performance by team

Team 1 Team 2 Team 3 Team 4 Team 5 Team 6
Rank 1 10.1% 17.0% 42.2% 5.4% 3.3% 22.0%
Rank 2 12.5% 20.9% 29.7% 7.5% 4.9% 24.4%
Rank 3 17.3% 24.2% 16.4% 10.9% 7.3% 23.9%
Rank 4 24.2% 20.0% 8.5% 17.1% 12.2% 18.0%
Rank 5 23.0% 13.2% 2.5% 29.1% 23.0% 9.2%
Rank 6 12.9% 4.6% 0.7% 30.0% 49.3% 2.4%

https./insurancecapitalmarkets.com | https:./risxindex.com 8
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Extension to the model

- Introduce additional parameters, e.g.

o noise parameter o to allow for weighting, e.g. heats vs finals

J /
P, >Y, > >Y) =] exp (8701 )

i1 X, exp(Bi/owm)

https./insurancecapitalmarkets.com | https:./risxindex.com 9
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Application in insurance

Model rank performance
of underwriting
performance by entity and
class of business

ldentify consistent
top-performers for
follow-only strategies
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Profitability vs Stability: Simulated performance percentiles ICMR

Modelled relative performance based on historical actual performance
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Profitability: Predictive performance percentile
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©Insurance Capital Markets Research | https://insurancecapitalmarkets.com
Source: HRP, ICMRInsight, ICMR analysis
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The Winning Strategy - Improving absolute results

ICMR.Data: Gross Relative Marketievel views
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©Insurance Capital Markets Research | https://insurancecapitalmarkets.com
Source: HRP, ICMR.Insight, ICMR analysis
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Conclusions

- Valuation, portfolio constructions and cycle management all rely
on insight into relative peer performance

- Models like Plackett-Luce can provide insight into rank
performance (ICMR.Insight)

- Needed / helpful.

- Quality peer performance data (ICMR.Data)

- Probabilistic programming to take advantage of priors and
hierarchical structures (Stan, PyMC)

https./insurancecapitalmarkets.com | https:./risxindex.com
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Contact

Markus has spent over 20 years in both insurance and capital markets.
He is the former head of analysis at Lloyd's, where he set up a market
wide analytical performance and price monitoring framework. Markus
was head of pricing at an ILS joint venture with Lehman Brothers and
Vario Partners, structuring innovative risk transfer solutions into capital
markets.

Markus is an expert in modelling non-Llife insurance portfolios and
probabilistic programming, and an Honorary Visiting Fellow at Bayes
Business School, City St George's, University of London.

E: markus@insurancecapitalmarkets.com
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About Insurance Capital Markets Research

ICMR is a quantitative research firm dedicated to delivering innovative solutions for the complex challenges
facing the global specialty (re)insurance industry.

Our expertise lies in transforming data into actionable insights. We collate and manage industry
performance data sets and specialise in providing in-depth analysis and prospective modelling of Lloyd's
syndicate portfolios. Additionally, our groundbreaking RISX Equity Index offers a unique “as-if" liquid
benchmark for investments in Lloyd's, enhancing market transparency.

Founded in early 2020 by industry veterans with a proven track record in Lloyd's analytics, investment
banking capital markets, PE advisory, actuarial consulting and insurance-linked securities, ICMR brings a
fresh perspective to the market.
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Disclaimer

Allinformation contained herein was prepared by Insurance Capital Markets Research (ICMR, the trading name of IC Markets Research Ltd., registered in England &
Wales with company number 12561699), including all statistical tables, charts, graphs or other illustrations contained herein, unless otherwise noted. ICMR is not a
legal, tax, investment or accounting adviser and makes no representation as to the accuracy or completeness of any data or information gathered or prepared. This
information is not intended to provide the sole basis for any evaluation by you of any transaction, security or instrument. Opinions and estimates constitute ICMR
judgment and are subject to change without notice. The data and analysis provided by ICMR herein or in connection herewith are provided “as is", without warranty of
any kind whether expressed or implied. The analysis is based upon data obtained from external sources, the accuracy of which has not been independently verified by
ICMR. ICMR does not guarantee or warrant the correctness, completeness, currentness, merchantability or fitness for a particular purpose of such data and analysis. In
no event will ICMR be liable for loss of profits or any other indirect, special, incidental and/or consequential damage of any kind howsoever incurred or designated,
arising from any use of the analysis provided herein or in connection herewith. The information on ICMR (Re)Insurance Specialty Index (RISX and RISXNTR) may not be
reproduced or disseminated in whole or in part without prior written permission from Morningstar Indexes Ltd. The information may not be used to verify or correct
other data, to create indices, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial
products or other investment vehicles. Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or
prediction. None of the information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision
and may not be relied on as such. The information is provided “as is" and the user of the information assumes the entire risk of any use it may make or permit to be
made of the Information. Neither Morningstar Indexes nor ICMR nor any of their respective subsidiaries or their direct or indirect suppliers or any third party (the
“Parties”) involved in the making or compiling of the Information makes any warranties or representations and to the maximum extent permitted by law hereby the
Parties expressly disclaim all implied warranties including warranties of merchantability and fitness for a particular purpose. Without limiting any of the foregoing and
to the maximum extent permitted by law in no event shall the Parties have any liability regarding any of the Information for any direct, indirect, special, punitive,
consequential (including loss of profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability
that may not by applicable law be excluded or limited.

Neither ICMR, nor Morningstar Indexes Ltd. nor RISX nor RISXNTR are associated or affiliated in any way with Lloyd's of London or the Society of Lloyd's or the
Corporation of Lloyd's.
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