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Constantine “Dinos” Iordanou
President and Chief Executive Officer

Arch Capital Group Ltd.

A keynote speaker, Mr. Iordanou is presenting part of Tuesday morning’s general session. He has been
president and chief executive officer of Arch Capital Group Ltd. (ACGL) since August 2003 and a direc-
tor of ACGL since January 1, 2002. From January 1, 2002, through July 2003, he was chief executive
officer of Arch Capital Group (U.S.) Inc., a wholly owned subsidiary of ACGL.

From March 1992 through December 2001, Mr. Iordanou served in various capacities for Zurich Finan-
cial Services and its affiliates, including as senior executive vice president of group operations and busi-
ness development of Zurich Financial Services, president of Zurich-American Specialties Division, chief
operating officer and chief executive officer of Zurich-American, and chief executive officer of Zurich
North America.

Prior to joining Zurich, he served as president of the commercial casualty division of the Berkshire
Hathaway Group and served as senior vice president with the American Home Insurance Company, a
member of the American International Group. He holds an aerospace engineering degree from New
York University.
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Notes

This file is set up for duplexed printing. Therefore, there are pages that are intentionally left
blank. If you print this file, we suggest that you set your printer to duplex.
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VIEWS FROM THE TOP—
AN INSURANCE EXECUTIVE’S PERSPECTIVE

Constantine Iordanou
President and Chief Executive Officer

Arch Capital Group Ltd. (ACGL)

Topics

Drivers of Cost for P&C Insurance
Drivers of Cost for Surety
State of the Market
Steps to Address the Rising Cost
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Drivers of Cost for P&C Insurance

P&C Industry Capitalization

3401999

3232000

2952001

2902002

3542003

Year-End Surplus
($Billions)

Calendar Year

Source – A.M. Best Co.
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108.0%1999

110.4%2000

115.9%2001

107.4%2002

100.1%2003

Combined RatioCalendar Year

Source – A.M. Best Co.

Reserve Deficiencies – P&C Industry
As of Year-End 2003,

Source – A.M. Best Co., NCCI

4%$13.5Other

4%$15.0Workers
Compensation

$67.0

$38.5

Estimated 
Deficiency 
($Billions)

11%Asbestos & 
Environmental

19%Total

% of Policyholder 
Surplus
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Reserve Deficiencies – Workers Compensation

181999
202000
212001
182002

151998

152003

Estimated Deficiency 
($Billions)

As of Year End:

Source – NCCI

Workers Compensation Severity

For Years 1995-2003,

Source - NCCI

3.5%Wage CPS

7.5%Average Cost  per 
Lost-Time Claim

4.0%Medical CPI

Annual Trend
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For Accident Years 1993-2002,

ALAE – Allocated Loss Adjustment Expenses, Predominately Lawyers’ Fees
Source – ISO

4.0%Average Loss Size

2.5%CPI

6.0%Average ALAE per 
Occurrence

Annual Trend

GL Products/Completed Ops - Severity
For Accident Years 1993-2002,

ALAE – Allocated Loss Adjustment Expenses, Predominately Lawyers’ Fees
Source – ISO

16.0%Average Loss Size

2.5%CPI

17.0%Average ALAE per 
Occurrence

Annual Trend
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GL Premises - ALAE to Loss
($Millions)

ALAE – Allocated Loss Adjustment Expenses, Predominately Lawyers’ Fees
Source – ISO

37%4401,2011,6412002

30%4091,3501,7591993

ALAE / 
Loss

ALAELossTotal 
Loss & 
ALAE

Accident
Year

GL Products/Completed Ops – ALAE to Loss
($Thousands)

ALAE – Allocated Loss Adjustment Expenses, Predominately Lawyers’ Fees
Source – ISO

68%177,003259,585436,5882002

45%71,044157,161228,2061993

ALAE / 
Loss

ALAELossTotal 
Loss & 
ALAE

Accident
Year
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Source - BLS

5,027

5,616

All 
Industries

1,126

1,107

Construction

19.7%1997

22.4%2003

Const %
of Total

Year
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Drivers of Cost for Surety

Surety Industry – Calendar Year Results

-197106.1%3,7062003

16,846

3,514

3,330

3,218

3,077

Premiums 
Earned

($Millions)

112.6%

127.4%

138.4%

105.2%

83.4%

Combined 
Ratio

3841999

-2162000

-1,3212001

-1,0452002

-2,3965-Yr Total

Profit or
Loss

($Millions)

Calendar 
Year

Source – SAA
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Source - SAA

52%

15%

Commercial
Surety

Loss Ratio

52%

31%

Contract
Surety

Loss Ratio
2,7391994 - 1998

-2,3961999 - 2003

Profit or
Loss

($Millions)

Calendar
Years

P&C Industry – Calendar Year Results

201

183

164

152

140

Personal 
Lines
DWP

3542054062003

369

324

300

287

P&C 
Industry

DWP

186

160

147

147

Commercial 
Lines
DWP

3401999

3232000

2952001

2902002

Year-End 
Surplus

Calendar 
Year

($Billions)

Source – ISO, A.M. Best Co.
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Surety Industry – Consolidation

Source – SAA                                                            (DWP in $Millions)

68%66%54%Top 10 % of Total

3,727 3,727 2,988 Total of All Writers

2,521 2,451 1,609 Total of Top 10

70 Great American73 Int'l Fidelity85 Frontier10

73 Int'l Fidelity84 AIG99 Amwest9

84 AIG143 Hartford100 Fireman's Fund8

143 Hartford151 Liberty Mutual106 Safeco7

151 Liberty Mutual197 Chubb132 AIG6

197 Chubb212 Safeco146 Travelers5

212 Safeco275 Zurich153 F&D4

275 Zurich342 C.N.A.214 Reliance3

342 C.N.A.392 St. Paul Cos245 C.N.A.2

974 St. Paul Travelers582 Travelers329 St. Paul Cos1

DWPCoDWPCoDWPCo

2003 Restated20031998

Calendar Year



15

G
e
n

e
ra

l S
e
ssio

nMarket Conditions Today – P&C and Surety

Uncertain, but leveling off

Still vulnerable
- Some areas have not fully corrected
- Unresolved litigation

Market will remain tight, but fair

What can we do?

Work Together
Be Disciplined
Address Structural Change to Our System
Train People – Invest in the Future

Partnership in Stability




