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Marsh-JLT merger. Market moving towards complete dominance of two large brokers
More insurer mergers: Axa + XL Catlin, Axis + Aviabel, AlG + Validus (Talbot), Elseco + Starstone

Airline insurance market hardening. Rates increasing in 4Q 2018 and expected to increase further in 2019. 2018
was the 6th year in a row to produce a loss.

LionAir 737 Max crash on 29t October 2018 was unfortunate as it involved a brand new aircraft and killed 189
people but from the market prospective it was not a catastrophic loss as the liability claims were fully expected
to be handled locally.

GA market under severe pressure — in particular following large US losses.

Products market still relatively soft

Aviation at Lloyd’s showed 119.8% combined ratio in 2018. In 2018 Lloyd’s launched Decile 10 Project whereby
all syndicates were asked to submit business plans for the worst-performing 10% of their business. Aviation is
part of that in many syndicates

Aviation underwriters in London and elsewhere seriously concerned about their jobs

Companies withdrawing from Aviation insurance: Brit, Aspen, Generali, Hiscox, W.R.Berkley

Reinsurers talking about necessity of rate increases but XolL rates remain stable
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Sogaz-VTB merger adds to market consolidation

With Russian airlines renewed largely in 1-3Q the trend there was not much first-hand experience
of hardening market. Most airlines still obtained reductions, some of them significant. Signals by
brokers and reinsurers are not fully believed

Reinsurers are trying to make a strong case for rate increases but they always do that, don’t they?

Despite a fatal accident of Saratov Airlines An-148 and two major hull losses — UTAir and Yakutia —
Russian airline loss record does not look too bad. Is there a reason for concern?

Helicopter statistics look really worrying and there is a feeling that hull rates should rather be
higher. But what can we do to achieve that? There is too much competition. We do not want to
lose business.
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04.03.2019. JLT announced the sale of its aerospace business to Gallagher



ANbOA
CTPIS))(OBAHME 2019-2020 milestones

10.03.2019. Ethiopian Airlines Boeing 737 MAX 8 crash. 157 fatalities
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March 2018. Entire 737 MAX fleet grounded.
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June 2019. MH 370 insurance arbitration (AVS 103)
results in 100% of the hull claim paid by Hull War markets
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January 2020 and further. COVID-2019 (2019-nCoV)
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08.01.2020. Ukraine International flight 752 shot down near Teheran with loss of 176 lives
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More companies withdrawing from aviation: MS Amlin, Asia Capital Re. Swiss Re shut down GA and Space
operations.

However there are new entrants as well: Convex, Helvetia, Fidelis

Sharper increase in airline rates in 2019 following Ethiopian Airlines loss. Average rate increases for 2019 airline
renewals with positive loss history at 20% or more

Despite the rate increases the airline insurance market is expected to sustain a loss in 2019
Products insurance market sustained the largest loss ever

Ethiopian Airlines/Boeing loss resulted in a major loss to international reinsurance market. Cost of treaty
reinsurance protection is rising

Whilst extreme consolidation of broker market was expected at the beginning of the year the actual
development was exactly in the opposite direction: JLT Aerospace joined Gallagher not Marsh, and three new
broker companies with interest in aviation started in 2019: SSL Endeavor, McGill and piiq



AIRLINE MARKET CAPACITY

Source: AON
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Aviation insurance estimated net premium

USDm USDm
Category  Sub Category Est premium Est premium
2018 2019
Airlines Hull & Liability 1,450 1,740
Hull War 70 80
XS 52 99 105
Deductible 150 160
Aerospace Manufacturer 500 600
Service Providers (inc Airports) 90 90
GA . . .
Industrial Aid / Commercial / 1,950 2,340
PBP
Space Launch / In-Orbit 450 450

Total 4,759 5,565

2018 estimated premiums

2019 estimated premiums

AlG

M Airline Hull & Liability
Airline Hull War

H Airline XS 52

H Airline Deductible

m Aerospace Manufacturer

m Aerospace Service Providers

HGA

M Space
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10 Year Global Market Position

Global Airline Premium and Claims (Hull, Spares & Liability) i _ _
Airline claims estimated to
$2,500
have equalled or exceeded
5 year loss ratio is premium income for seven
119% (before insurer of the past ten years!
$2,000 expenses/costs)!
g $1,500
8T Despite fewer airline
£ catastrophes, attritional
3 losses remain expensive
~ .
£ 51000 and continue to erode
£ premiums.
a
[}
£
< 4500
This position is before
insurer expenses and any
reinsurance costs are
$0 .
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 factored in.
s Premium . Claims 5 Yr Average Premium w5 Yr Average Claims

Note: Figures are on calendar year basis, excludes Hull War and General Aviation.
Source: Gallagher and FlightGlobal data.
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Manufacturers, Products, Airports & Service Providers

5 Year Premium and Claims position also poor

Aerospace Global Premium and Claims

Many Airline insurers also
(Manufacturers, products, airports and Service Providers)

underwrite this business

$1,600 which is also performing

badly on a premium vs.
claims basis.

$1,400 . o Boeing 737 MAX

claims will fall
107% (before insurer on 2018 policy
$1,200

expenses/costs)! year.

Insurers have suffered a
series of large grounding

$1,000

claims on the 2016, 2017
and 2018 policy years.

$800

$600

Premium / Claims(USDm)

$400

Losses have wiped-out
substantial portions of the
market’s premium across a

$200

$0
2015 2016 2017 2018 2019 est. number of years.

s Premium . Claims 5 Yr Average Premium s 5 Yr Average Claims

Note: Figures are on policy year basis.
Source: Gallagher.
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Annual aviation premium estimate 2019

Russia 2019

2019 premiums

Premium written,
RRUB mio

Airlines 6,800
Manufacturers 4,100
Aerospace Service Providers 600
(Airports, ATC, Ground Handling,
etc)
Helicopters, Business aviation, 3,300
Regional aviation and other
Total 14,800

= Airlines

= Manufacturers

m Aerospace Service Providers
(Airports, ATC, Ground
Handling, etc)

= Helicopters, Business aviation,
Regional aviation and other



’é?é’&%BAHME 2019 premium and losses

Estimated aviation insurance premium & losses. Russia 2019

17000
16000
15000
14000 M Helicopters, Business aviation,
13000 Regional aviation and other
12000
11000 M Aerospace Service Providers
10000 (Airports, ATC, Ground

9000 Handling, etc)

8000

2000 W Manufacturers

6000

5000

4000 H Airlines

3000

2000

1000

0
Premium Losses
Aerospace Service Providers Helicopters, Business aviation
Airlines Manufacturers (Airports, ATC, Ground ) L ’
Handling, etc) Regional aviation and other

Premium written, RUB mio 6,800 4,100 600 3,300
Losses incurred, RUB mio 10,700 3,500 700 n/a
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2019-2020 in Russia

Aeroflot and Ural Airlines losses brought 2019 Russian airline losses to all-times record high level.
2019 losses added to 2018 losses and were already followed with two major hull losses in 2020

Other segments of the market demonstrate poor results too:

- High level of attritional loss activity in Airport liability

- Rb 3.5bn loss of Sukhoi Su-57 in the Manufacturers book

- Several major helicopter hull losses

MAJOR LOSSES 2019 — 2020

DATE OPERATOR AIRCRAFT FATALITIES EST LOSS AMOUNT Segment
(USS Mio)

26.02.19 SilkWay Business G-200 0 7.5 Business Aviation
05.05.19 Aeroflot RRJ-95B 41 62 Airlines
27.06.19 Angara An-24 2 0.1 Regional
15.08.19 Ural Airlines A321 0 47 Airlines
03.09.19 Aeroflot/Royal Flight/SVO A330 + B777 0 14 Airlines/Airports
24.11.19 Yamal Mi-8MTV-1 0 7 Helicopters
24.12.19 Sukhoi Su-57 0 55 Manufacturers
25.12.19 KrasAvia Mi-8MTV 0 6 Helicopters
10.01.20 NordWind A321 0 31.6 Airlines
09.02.20 UTAir B737-500 0 3.1 Airlines
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03.09.2019. SVO Handling truck towed a 777 into a stationary AFL A330 preparing for departure with
passengers on board. The truck driver is reported to ‘have misjudged the distance to the parked aircraft’.
Substantial damage to both aircraft.
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Helicopter accidents per 100 000 flight hours (uckarouas AOH)
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24.11.2019. Yamal. Mi-8 MTV.

L 25.12.2019. Krasavia. Mi-8 AMT.
i Hull Value Rub 354,621.828

- puter -

Hull Value Rub 430,188,950
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07.02.2020. Bell 407 loss near Kazan. 1 fatality (Ayrat Khayrullin).
Insurance with a captive company (Talisman).
Hull sum insured 5m Rubles (USS 80,000). Liability limit 2m Rubles
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27.12.2019. BekAir Fokker 100 accident in Almaty. 12 fatalities.
Cover placed entirely within local markets. Passenger liability limit equiv. $ 33,500 per passenger
(S 1,350 for injuries if no permanent disablement)
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BOonvwe vem CTPAXOBANRE CALL CENTER  COTOBOW CHUIN
“C 01.01.2019r. c1 # NONuC -sampounoucbopuo(n 5 Cr. 10 3axona PK «O6 06 r
TPaHCNOPTHLIX CPeaCcTBs). 3 40 Ts BOA mmco&nmmmmnwmpygmynwmmmmm(naa&

Jaxona PK «O popomHom asuxern) [annan GOPME HE ABNAGTCA CTPAXOSEM NONMCOM M HE TPESYET NPOCTEBNENMA NOZNNCH W newaTn CTpaxosupra "

MposepnTs AOCTOBEPHOCTE NONKCA Boi MoxeTe Ha caiTe: hitp //id mkb kz
BAXHO! OBPATVTE BHUMAHWE HA NOPAAOK NPOBEPKV NONMCA
YBEQOMNEHUE O 3AKIIONEHMM NOMrOBOPA
OBAATENBLHOIO CTPAXOBAHMA MPAXOAHCKONPABOBOW OTBETCTBEHHOCTU NEPEBO3YMKA NEPEN NACCAXMPAMMK

CTpaxoRaTens: JAvimonepuoe obuecrno “BEK IAP*

M CPEACTBOM. MMEIOWME COOTBETCTBYIOUUMM A0ONYCK)

P20 ¢

NOPALOK AEUCTBUMA MPU HACTYMNJIEHUU CTPAXOBOIO C/IYYAA [ o o i e o )

TVAb

1.Bbi3BaTb NpeacTaBUTENA CTPAXOBOM KOMNaHMK No Homepy 7310 T~
2. 3an0NHNTb HA MecTe A0POXKHO-TPAHCMOPTHOIO NPOUCLLECTBUA N

bopMbl JIOKYMEHTOB, NPEAOCTABNEHHbIE NPeACTaBUTENEM \¥
CTpaxoBOW KOMNaHUM \
3. NMepenatb npeacrasuTtento CTpaxoBoM KOMMNAHUM ANA
doTodpmKcaunmn yaocToBepeHme TMYHOCTU U AOKYMEHTbI Ha
aBTOMOOW/Ib M NPABO yNpaBAEHUs TPAHCNOPTHbLIM CPeACTBOM

lomep Ky3oBa

¥ (MNK) CTALUMOHEPHOS NENEHNE, HO Me

eNns NO OAHOMY CT y Chysan v
CA B NONHOM pa3mepe

11496
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«Bce amo bbisnio 66l HE MAK CMPAWHO, HO, KAK Ha
2pex, 0esna 8 Kosxo3e Wisu rnaoxo. To ecme He mo,
Yymobbl 0YeHb [710X0, MOMHO bbi10 bbbl Oaxce
CKa3ameb — XOpoWwo, HO C KaxObIiM 2000M B8ce Xyxce U

XyHce»

Bnagmumunp BonHosuu
«M3Hb W Heobbl4aMHble NPUKNOYEHUA
conpata BaHa YOHKMHa»
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