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Highlights

Gross premiums written Cash and investments
(2017: $2 343.8m) (2017: $4 890.1m)

Net premiums written Net investment income
(2017: $1 978.8m) (2017: $138 3m)

Net earned premiums Investment return
(2017: $1 869.4m) (2017: 2.9%)

Renewal rate increase Profit before tax for the financial year

3% $76.4m

(2017: decrease 1%) (2017: $168.0m)
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Key performance indicators

KPIs

Financial highlights

Earnings per share (c) Net assets per share (c) Gross premiums written ($m)
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EPS is at 0.8x total dividend cover for 2018. Net assets per share are consistent despite Growth of 12% in 2018 and 29% since 2014.
a challenging environment.

Dividends per share (p) Return on equity (%) Combined ratio (%)
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M Interim and second interim M Special M Expense ratio M Claims ratio
The interim and second interim dividend for Average five year return on equity of 14%. Our combined ratio has averaged 92% over
2018 is in line with our dividend strategy and five years.

has grown by 5%.

The group is of the view that some of the above metrics constitute alternative performance measures (APMs). Further information
on our APMs can be found in the financial review on page 41 and in the glossary on page 198.

@ Find out more within our Financial Statements on pages 130 to 197
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Our key differentiators

We create value through the implementation of three key
differentiators — consistently applied and nurtured across
our specialist insurance operations around the world

1r0daa o18reng

Entrepreneurial Strong Diversified

spirit partnerships business

We look for indioiduals Strong long term We target a diverse

with a strong sense of relationships have underwriting portfolio
ownership for the business sustained our business and actively manage the
they are engaged in, who over more than three different insurance cycles
are willing — indeed keen decades to achieve consustent

— lo be accountable for resulls year on year

therr decisions
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Our key differentiators continued

Entrepreneurial spirit

We look for individuals with a strong sense
of ownership for the business they are engaged
mn, who are willing — indeed keen — to be
accountable for thewr decisions

Nz

“We've built a billion dollar
business in the US in
14 years, based on our
ability to respond quickly
and creatively to the
challenges brokers and

clients bring us. The
growth opportunities
open to us today are
greater than ever.”

Jennifer Englund
Head of US operations

Since Beazley was founded in 1986,

the company has relied on the zeal and
commitment of people who want to build
a business, not just do a job. For the first
two decades, most of the individuals who
embodied this spirit were underwriters
who had deep knowledge of a particular
line of business and a vision of how best
to grow their book.

Highly motivated entrepreneurial
underwriters are still crucial to Beazley’s
success. However in recent years other
functions within the company, such as IT,
operations and marketing, have been
encouraged to take a similar broad view
of the opportunities Beazley offers.
Initiatives such as the launch of the
world’s first fully personalised digital
insurance policy in 2018 owed their
existence to multi-disciplinary teams

of individuals from varied backgrounds
working towards a common goal.

www.beazley.com

As the digital transformation of
Beazley’s operations gathers pace,
driving internal efficiencies and
enhancing the experience of brokers
and clients, the capability of all
Beazley employees to think and

act like entrepreneurs will continue
to be critical.
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Strong partnerships

Strong long term relationships have
sustained our business over more

than three decades

Insurance is a highly collaborative
business and much of Beazley’'s
success is derived from the strength of
its relationships with other participants
in the market. Strong client
relationships are of course crucial and
Beazley’s relationships with its clients
frequently span many years in some
cases, decades. However relationships
with other insurers are also important,
particularly within the London market.

In London, most business is transacted
on a subscription basis, meaning that
large risks are parcelled out among
numerous Lloyd’s syndicates and
insurance companies. As a widely
recognised lead underwriter for many
of the classes of business in which we
specialise, Beazley sets the price and
terms and conditions for most of the
business it writes.

Annual report 2018 Beazley
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On occasion a group of Lloyd’s
syndicates will come together to form
a consortium, increasing the capacity
limits they can offer. Such was the
case in July 2018 when Beazley
spearheaded the creation of a ‘wage
& hour’ consortium at Lloyd’s to protect
US companies against claims made
under the Fair Labor Standards Act.
Limits up to $25m are thus available
for the costs of defending and
indemnifying US organisations that
are alleged to have violated their
obligations under this extremely
complex legislation.

Nz

Lloyd’s of London

The Lloyd’s syndicates

The Lloyd’s syndicates managed

by Beazley compete vigorously

with other syndicates, but they

also collaborate with both Lloyd’s
syndicates and insurance companies
to provide the underwriting capacity
that clients need.
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Our key differentiators continued

Daversified business

We target a diverse underwriting
portfolio and actively manage the
different insurance cycles to achieve
consistent results year on year

For the second year in a row, natural
catastrophe activity was relatively
intense in 2018, testing the
diversification of our underwriting
portfolio. As it had in 2017, the portfolio
- and the principles on which it was
built - stood up well, generating

a combined ratio of 98%.

Not all of the areas of diversification
within Beazley’s portfolio are obvious.
For example, large risks and small risks
in a particular line of business tend to
perform quite differently as the supply
and demand of insurance fluctuates.
Large risks tend to be more volatile, with
greater swings between the peaks and
troughs of the insurance cycle, whereas
small risks are generally more stable.

A judicious mix of large and small
business can thus help optimise an
insurer’s risk adjusted return.

www.beazley.com

It was with the goal of expanding
Beazley’s small and mid-sized business
that the company established a local
underwriting presence in the US market
in 2005. The goal was to write business
from smaller clients, who would not
normally seek cover in the London
market, but for the same lines of
business for which Beazley was already
well known. The strategy has paid off,
securing access to significant growth
opportunities while balancing the
overall underwriting portfolio. Beazley’s
US underwriters wrote in excess of
$1bn in gross premiums during 2018.

(3o

Dallas office

$1bn achievement

On 13 December, our US offices
celebrated achieving our milestone
of $1bn gross premiums written in
the US. Since launching in 2005, our
US business has grown from a single
office to 589 employees across

13 locations. We maintain our A rated
status, write over 27 product lines
and continue to pursue our vision.

In early 2019, we will celebrate this
achievement and thank our brokers
by hosting them at various events
across the US. We are proud of this
accomplishment and have already
set our sights on our next milestone
in the US.
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Diversified portfolio

The spread of our overall portfolio by division and the
impact this diversification has had on our combined ratio
over the past nine years can be seen in the chart below.

Diversified portfolio achieves consistent
combined ratio through market cycles
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Our key differentiators continued

Daversified business

Growth of managed Marine

. We help insure in excess of 20% of the world’s
ocean-going tonnage and are the pre-eminent
gTOSS lbremzums leader of voyage and tow business in the
. e . London market. The energy team work with
b)} dZUZSZon gm over 500 oil and gas companies, drilling
contractors and service companies globally
offering insurance solutions for these complex
risks. We have extensive experience insuring
a wide variety of cargoes including project
cargo, fine art and specie.

@ Find out more on pages 28 to 29

B Political, accident
& contingency

In addition to traditional lines such as
contract frustration, expropriation and credit,
we insure a growing number of businesses
against terrorism and political violence.

Our personal accident product covers

a number of niche classes and we have

a growing account of US supplemental health
business providing tailored benefit solutions
to a wide range of employers.

@ Find out more on pages 30 to 31

86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01
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% Property

We've protected clients ranging from Fortune
1000 companies to homeowners through

25 years of natural and man-made
catastrophes. We underwrite this business
through five platforms: London, the US,
Canada, Latin America and Singapore, with a
business focus on commercial property risks,
valuable assets and select homeowners’
business.

@ Find out more on pages 32 to 33

B Reinsurance

The reinsurance team specialises in writing
worldwide property catastrophe, per risk,
aggregate excess of loss and pro-rata
business, and casualty clash. Approximately
80% of our top clients have reinsured with
us for 20 years or more.

@ Find out more on pages 34 to 35

Annual report 2018 Beazley O 7

I Specialty lines

Specialty lines comprises management
liability and professional liability risks,
including cyber liability, underwritten

for clients on both a primary and excess
basis worldwide. Our clients are served both
by our underwriters at Lloyd’s and by our
local underwriters in hubs around the world.

@ Find out more on pages 36 to 37

110do1 o1891e g
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Beazley’s vision 1s
to become, and be
recogmised as, the
laghest performing
specialist insurer.

T he company’s
business model,
strategy, and approach
to risk management
are geared to the
achievement of this
vision, as well

as to creating value
for our stakeholders

Our business model

Reconfirmed annually through the
business planning process, our
business model is as follows:

Beazley is a specialist insurer.
We have a targeted product set,
largely in commercial lines of
business, and underwrite each
risk on its own merits;

We employ highly skilled,
experienced and specialist
underwriters and claims
managers;

We operate through specific
insurance hubs rather than
seeking a local presence in every
country in which we do business;
and

We primarily transact business
through brokers and work with
selected managing general
agencies and managing general
underwriters to improve
distribution in specialist niches.

We tend to write capped liabilities;

Our strategy

Our strategy is directed towards

the achievement of our vision, which is
to become, and be recognised as, the
highest performing specialist insurer.
To this end, our strategy comprises:

* Prudent capital allocation to achieve
a well diversified portfolio that is
resistant to shocks in any individual
line of business;

The creation of an environment
in which talented individuals with
entrepreneurial spirit can build
successful businesses;

The ability to scale our operations
to ensure that client and broker
service keeps pace and, wherever
possible, improves as the company
grows; and

Consistent investment in product
innovations to provide better
products and services to improve
our clients’ risk transfer.
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Our current strategic
1nitiatives

Beazley Digital

Focus on smaller/less complex risks
by doing business in a way which
maximises the value we get from
technology and provides seamless
and efficient solutions to brokers
and clients.

Faster, Smarter Underwriting
Focus on larger more complex

risks using new technology and data
analytics to improve the efficiency
and the quality of our complex risk
underwriting and claims settlement.

Closer to the Client

By better understanding our clients’
needs, we will be able to enhance our
product design and improve our clients’
experience. Also we look to improve the
client experience and strengthen our
brand as a client-focused insurer by
enhancing our client attraction,
retention and cross-selling.

London Market

Explore ways of promoting London as a
great place to write specialist insurance
while improving the efficiency of the
London market (Lloyd’s and company
market). Also ensure the market
continues to obtain the most value for
our clients, brokers and shareholders.
Enhance ways that the London market
can generate access to business and
capital more efficiently.

Given the nature of Beazley’'s
business, the key risks that impact
financial performance arise from
insurance activities and fall into
the following categories:

* Market cycle risk:
The risk of systematic mispricing
of the medium tailed specialty
lines business which could arise
due to a change in the US tort
environment, changes to the
supply and demand of capital,
and companies using incomplete
data to make decisions;

Natural catastrophe risk:

The risk of one large event caused
by nature affecting a number

of policies and therefore giving
rise to multiple losses. Given
Beazley’s risk profile, this could
be a hurricane, major windstorm
or earthquake;

Non-natural catastrophe risk:
This risk is similar to natural
catastrophe risk except that
multiple losses arise from one
event caused by mankind. Given
Beazley’s risk profile, examples
include a coordinated cyber
attack, an act of terrorism, an
act of war or a political event;

Reserve risk:

The risk that the reserves put
aside for claims to be settled
in the future turn out to be
insufficient; and

Market (asset) risk:

The risk that the value of
investments could be adversely
impacted by movements in
interest rates, exchange rates,
default rates or external market
forces.

@ Our approach to managing
these and other risks
is described in detail
on pages 53 to 58

How we measure
value creation

110daa o189reng

For shareholders

We measure our value creation for
shareholders through earnings per
share, the growth of net assets per
share, and total shareholder returns
in dollars as this is the currency

of the majority of our transactions.
Underpinning our strong results
against all of these metrics has
been our consistently strong
underwriting performance, reflected
in our combined ratio. Our combined
ratio in 2018, a year of high natural
catastrophes, was 98%. In the five
years prior to 2018 it averaged 90%.

For staff

Beazley employs talented people
and we invest accordingly in
expanding their skills and helping
them build rewarding careers.

We measure the impact of these
investments on the perceptions

of our people in two main ways:

by monitoring staff retention levels
and through a detailed employee
engagement survey, which we
conduct every two years. On both
counts, the evidence is strongly
positive. Our staff retention levels
are very high and the most recent
employee engagement survey,
conducted in 2017, positioned Beazley
in the top quartile of the 6,000
companies surveyed by Aon Hewitt.

For customers

Nearly all business at Beazley comes
through brokers. We monitor broker
and client perceptions of our service
- particularly our claims service - in
a variety of ways, including through a
detailed annual broker survey. This is
the third year Beazley have conducted
a global survey, and the number

of brokers participating continues

to increase, reflecting strong
engagement. Over 5,000 brokers
provided feedback on our underwriting
and claims service. Our high Net
Promoter Scores in both areas
reflect their continued willingness to
recommend Beazley to their clients.
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Sustaining growth

N

Strong organic growth
has been nurtured by
steady 1nvestments 1n
Beazley’s people

and technology

In 2018, Beazley’s teams across
the US celebrated a landmark
achievement - passing the goal
of underwriting a billion dollars
of US business. From modest
beginnings in 2005, when
Beazley’s underwriters in
Farmington, Connecticut brought
in $15.4m in premium, the US
business has grown to encompass
13 offices, 589 people, and
during 2018 $1,051.2m

in gross premiums written.!
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Obtaining growth

Growth for insurance companies
rarely proceeds in a straight line and,
when it does, it does not usually bode
well for investors. Market conditions,
particularly for catastrophe exposed
risks, can swing wildly and a disciplined
insurer will adjust its exposures
accordingly. In 2010 and 2011,
Beazley’s premiums overall declined
by 2% as intense competition in many
lines of business and the global
recession following the 2008 financial
crisis took their toll. However in 2012,
the business bounced back with
double digjt premium growth and
record profits. Since 2012, Beazley's
top line has grown by an average of
6% annually.

Most of this growth has been organic,
which Beazley generally favours over
growth by acquisition. One exception
was the business derived through the
acquisition of Creechurch Underwriters
in February 2017, a managing agency
in Canada that Beazley had supported
since its establishment in 1996.

This acquisition has afforded Beazley
a strong platform for growth in the
Canadian market that would have been
difficult and time-consuming to build
from scratch.

1r0daa o189reng

Downtown Toronto: Beazley now has
a strong platform for growth in Canada

“Our acquisition of Creechurch has
been very successful,” says Beazley’s
CEO Andrew Horton. “But in the main
we focus on organic growth because it
is more sustainable and poses less of
a risk of nasty surprises. We have been
fortunate at Beazley in being able to
attract some talented individuals from
other companies that have become
quite internally focused due to large
scale mergers and complex corporate
reorganisations.”

Although organic growth means the
company does not have to invest in the
purchase of businesses, it does require
continuous investment. Beazley has been
investing in technology to enhance the
productivity of underwriters and improve
the service provided to clients and
brokers.

1 Beazley’s underwriters also write on behalf of syndicate 623, a syndicate managed by Beazley but
backed by third party capital. As such, $114.5m of locally underwritten US premium does not remain

within the Beazley plc group.

With any investments in technology
come investments in people, to
help them optimise the value of the
technology and build satisfying long
term careers at the company.

The US has proved the main engine
of Beazley’s growth in recent years
but since 2017 Beazley has
increased its investments elsewhere
in the world, notably in continental
Europe. “We see strongly growing
demand in Europe for many of the
lines of business in which we
specialise,” says new chief
underwriting officer Adrian Cox.
“That includes cyber of course,

but also specialist liability products
for healthcare providers, technology
companies and financial
institutions.”
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Investment in people

In the past two years, Beazley has
added 99 underwriters to develop
business around the world outside the
US, against 43 actually within the US.
There is no expectation that the pace
of growth in the US will slacken, but
the overall geographic mix of the
portfolio is likely to diversify further

as Beazley grows into other markets.

Beazley’s new hires in Europe

and elsewhere are often multiline
underwriters able to write a range

of specialty risks. Their ability to do
this (which represents a departure
from Beazley'’s historic single line
underwriter model) is supported by
technology that marshals underwriting
data more efficiently and shortens
response time for brokers’ submissions.
Particularly for small risks, speed of
response is often the main determinant
of winning business.

Technology that enhances the speed
and agility of Beazley’s workforce also
underpins another major innovation
designed to sustain future growth.

In February 2018 Beazley opened its
first office - in Birmingham, England

- equipped to provide its 40 occupants
with an activity based working

(ABW) environment.

Gearing up for activity based working:

artist’s impression of Twentytwo Bishopsgate,

Beazley’s London headquarters from 2020

“The principle underlying ABW is
flexibility,” says Munira Hirji, Beazley’s
head of commercial management,

who is responsible for the company’s

24 offices worldwide. “Flexibility to work
in the way you need to and with the tools
you need. So we looked closely at the
design of this office to create places that
reflected the different activities we do
each day: for example quiet areas for
calls or focused work, creative areas for
collaboration, and social areas for eating
and catching up.”

In spring 2019 Beazley's office in
Toronto will move to new premises
equipped for ABW. The 190 person
New York office will follow suit later
in 2019 and in 2020 the company’s
London office will move to Twentytwo
Bishopsgate, a new development in
the City of London, also providing

for ABW.
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Amongst others, Beazley’s Birmingham
office houses members of the company’s
global IT team who have been focusing
on robotics technology that promises
significant efficiency gains over time.

The goal of the Beazley Digital strategic
initiative launched in 2018 is to introduce
‘no touch’ processing for most small
business transacted by Beazley, and
robotics will be key to this transformation.

“We are seeking to
offer our early career
joiners a broad exposure
to the workings of the

company.”

Pippa Vowles
Head of talent management

“Digital transformation has become
almost a cliché in the insurance industry,”
says Beazley’s chief operating officer lan
Fantozzi. “At Beazley our focus has been
on delivering steady improvements in the
service we can provide to our clients and
brokers without adding proportionately

to our headcount.

“We have also been looking to harness
new sources of data, including social
media feeds, that can help us price risks
more swiftly. The ultimate effect of all this
will be to transform our business, but it's
not a big bang.”

In the course of this transformation, the
skills required of Beazley’s underwriters
- and within the company as a whole -
will change. Beazley has historically relied
upon hiring experienced underwriters
who have brought all the capabilities
needed to the job, together with strong
pre-existing broker relationships.

Beazley’s office in Birmingham

The company continues to hire such
individuals, but is now also beginning
to train up underwriters in their first
or second role.

“We are seeking to offer our early
career intake a broad exposure to

the workings of the company,” says
Pippa Vowles, Beazley’s head of talent
management. “They need to be well
versed in the ways in which technology
and new forms of data are reshaping
our business, as well as in the
traditional but still critical technical
pricing and relationship-building skills.
It's a new world.”

110dax or5areng
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Sustainability overview

N

Our record of sustained growth as a company
15 closely intertwined with our interest in
supporting sustainable growth in the world
around us. The future of our business depends
upon a sustainable future for our clients,

our environment and our communities

For Beazley, being a
responsible business

means we take our
environmental, social and
governance (ESG) obligations
seriously. As global trends -
including climate change -
threaten our clients’ interests,
it is becoming ever more
clear that good business
must simply be responsible
business.

Global warming may be aggravating flood damage

as warm air can hold far more water than cooler air

Insurance is an essential enabler of
human and economic activity. Without
insurance, the risks inherent in many
endeavours could prohibit development
and innovation. The consequences of risk
events would be unmitigated. We are
there to protect our clients’ physical and
financial interests in the event that things
go wrong. In this sense insurance is a
force for progress.

However, we must also be sensitive

to the undesirable side effects - what
economists call ‘externalities’ - that may
accompany economic growth. At Beazley,
our underwriters and our investment
professionals are sensitive to these
externalities. Before binding any risks,
our underwriters consider the risks being
presented in the widest possible sense,
including the potential social and
environmental impact of the insurance

in question.
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On the investment side, we believe our
strategy should seek to have a positive
influence on society and the wider world.
For this reason we consider ESG risks

as part of our decision making process.
We view this approach as consistent
with the objective of optimising total
return, as companies demonstrating

a commitment to a sustainable business
strategy and ethical business culture
have been shown to enjoy a competitive
advantage over time, generating stronger
and more stable returns.

“We know that our
insurance products
perform a vital function
in protecting our clients’
interests and helping
them to recover from
disaster. As a responsible
business, we also recognise
our role in trying to
ensure that the insurance
that we provide, and the
wider impact of our
people, business and
assets, serve a positive
purpose in this planet
on which we all depend.”

Emma Whiteacre
Chair of the responsible business
commuttee

As the insurance industry continues

to pick up the bill for increasing
extreme weather events, it is starting
to re-evaluate on how to perform its
role as an enabler of economic activity.
At Beazley, we are on a journey to explore
this further. Our internal sustainability
initiative considers how we can use

our expertise to support and incentivise
improved social and environmental
outcomes.

We also aim to support the communities
within which we work by using our
resources and skills. Whether it's
volunteering with the elderly, feeding the
homeless as part of our global Make a
Difference programme, working directly
with our global charity partner, All Hands
and Hearts or indeed making business
decisions that take their social and
environmental impact into consideration,
our aim isn’t just to provide short-term
solutions for our communities but to
provide sustainable and long-term
support through our programmes.

In recognition of the importance of
transparency in ESG performance,

we will be making this report available
as a standalone document for the first
time this year.

We have contributed over

$300,000

to charitable causes in 2018

@ Our sustainable business
ESG report is described in detail
on pages 59 to 73

Maximising and
measuring our impact

Before binding any risks, our
underwriters consider the risks
being presented in the widest
possible sense, including the
potential social and environmental
impact of the insurance in question.

Through our investment strategy,
we seek to have a positive
influence on society and the
world at large and we accordingly
consider environmental, social
and governance (ESG) risks in
our decision making.

Beazley has reported its
environmental impacts under the
insurance sector’s ClimateWise
initiative since 2007.

In 2018, more than 550 Beazley
employees around the world
participated in a wide range

of activities in support of the
communities where they work

and live, helping young people

and vulnerable adults, and restoring
local parks and community gardens.

The company and our employees
contributed over $300,000
to charitable causes in 2018.

We work with Stonewall to identify
the best support for our colleagues
in the LGBT+ community and with
Disability Forum to help make

our organisation and working
environment more ‘disability-smart’.
We were the first Lloyd’s managing
agent to sign up to the British
Government’s Women in Finance
Charter.

Prevention, detection and reporting
of bribery and other forms of
corruption is the responsibility of
all employees. Senior management
have overall accountability for
ensuring Beazley’s Anti-Bribery

and Corruption Policy complies
with Beazley’s ethical obligations,
and that all those under its control
comply with it.

110dax o1391eNg
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Chairman’s statement

www.beazley.com

Strong premium
growth against

a backdrop of
challenging market

conditions

David Roberts

Chairman

Beazley delivered strong
premium growth in 2018
against a backdrop of often
challenging market conditions,
with premiums rising 12% to
$2,615.3m (2017: $2,343.8m).
Profitability was impacted

by underwriting losses in

our property insurance and
reinsurance business, which
fed into a combined ratio for
the group of 98% (2017: 99%),
as well as a sharply lower

investment return. The company

generated a return on average
shareholders’ equity of 5%
(2017: 9%).

After 2017’s exceptional catastrophe
experience, 2018 was only slightly less
eventful. There were two hurricanes in
the US, Florence and Michael, and two
typhoons in Japan, Jebi and Trami, and
in November, California experienced
massively destructive wildfires for the
second year in a row.

