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Lloyd’s market reports excellent
performance in 2006

2004 2005 2006
Gross written premiums! £14,614m  £14,982m £16,414m
Combined ratio? 96.6% 111.8% 83.1%
Result before taxt £1,367m £(103)m  £3,662m

Central assets? £1,196m £1,266m  £1,454m

1) Lloyd’s pro forma financial statements
2) Net assets per Society of Lloyd’s consolidated financial statements (under IFRS) excluding the callable layer and
the liability in respect of the subordinated debt.
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Lloyd’s performance compares well to
peers
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2006 a successful year for Lloyd’s

o Global licence network strengthened

o Progress on key business reform initiatives
o Increased capital flexibility

o Performance framework

o Positive ratings outlook
These changes are having an impact:

o Good quality new entrants to the market

o Improved customer satisfaction
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Favourable claims experience drives
record results

£ millions 2004 2005 2006 %
Gross written premiums 14,614 14,982 16,414 9.6
Net written premiums 11,734 11,770 13,201 12.1
Net earned premiums 11,797 11,785 12,688 7.7
Net incurred claims (7,646) (9,505) (6,219) (34.6)
Net operating expenses? (3,755) (3,668) (4,327) 18.0
Underwriting result 396 (1,388) 2,142 -
Investment return? 1,019 1,307 1,608 23.0
Other income less expenses?® (48) (22) (88) -
Result before tax 1,367 3,662 -

(103)

Source: Lloyd’s pro forma financial statements 1)Technical account 2) Return on members’ and syndicates’ assets (excluding

central assets) 3) Non-technical account
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Industry insured catastrophe losses
were unusually low in 2006

$bn, indexed
to 2006
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Profitable performance in all lines of
business

CALENDAR YEAR COMBINED RATIO
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Source: Lloyd's pro forma financial statements at syndicate level
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Strong performance enhanced by

overall prior year releases
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Source: Lloyd’s pro forma financial statements
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Increase in operating expenses in line

with premium growth

£ millions 2004 2005 2006 %
Gross written premiums 14,614 14,982 16,414 9.6
Acquisition costs 2,805 2,913 3,191 9.5
Admin expenses 880 872 910 4.4
Sub total 3,685 3,785 4,101 8.3
(Gains) / losses on exchange 70 (117) 226

Net operating expenses 3,755 3,668 4,327 18.0

Source: Lloyd’'s pro forma financial statements
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Investment mix and returns provide a
positive contribution to performance

Central Fund & other

Syncgéz:éfslevel Funds at Lloyd's central assets

% 2005 2006 2005 2006 2005 2006
Bonds 82 81 22 20 54 58
Equities 2 3 8 9 13 17
Cash and other 16 16 70 71 33 25

100 100 100 100 100 100
Total (Em) 23,2561 22,099 10,206 11,282 1,5702 1,7102
Return (Em) 705 957 602 651 129 53
Yield (%) 3.2 4.2 6.1 6.1 9.3 3.2

Source: Lloyd’s pro forma financial statements
1) Net of syndicate loans and assets of Additional Securities Limited, which have been included in central assets.
2)  Gross invested central assets, stated on IFRS basis.
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Reduction Iin outstanding claims liabilities
strengthens balance sheet

£ millions 2004 2005 2006 %

Cash and investments 31,412 35,012 35,091 0.2

Reinsurers’ share of technical provisions 10,550 15,146 10,030 (33.8)
Other assets 9,203 9,895 8,994 (9.1)
Total assets 51,165 60,053 54,115 (9.9)
Unearned premiums (6,780) (6,829) (7,024) 2.9

Other liabilities (32,216) (42,232) (33,758) (20.0)
Net resources? 12,169 10,992 13,333 21.3

Represented by:

Members’ assets? 11,048 9,798 11,879 21.2

Central assets?® 1,121 1,194 1,454 21.8

Source: Lloyd’s pro forma financial statements
1. Capital, reserves & subordinated loan notes
2. Includes syndicate balances and funds at Lloyd’s

12,169

3. Stated on a UK GAAP basis; excludes subordinated debit liability
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Central resources continue to grow

£ millions 2004 2005 2006
Net Central Fund assets at 1 January 528 607 670
Contributions from members 191 70 152
Receipt of syndicate loans - 104 113
Claims and provisions (126) (224) (116)
Net finance income 33 87 17
Other (19) 26 7
Net Central Fund assets at 31 Dec 607 670 843
Corporation of Lloyd's + subsidiaries 83 95 114
Subordinated debt 506 501 497
Central assets 1,196 1,266 1,454
Callable layer 411 443 484
Other adjustments for solvency 56 141 118
Central resources for solvency 1,663 1,850 2,056

Source: Society of Lloyd’s financial statements under IFRS.
1) Callable layer calculated at 3% of initial 2007 capacity of £16.1bn.
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Continued growth in central resources
while solvency deficits decline
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Source: Society of Lloyd’s financial statements
1) Callable layer calculated at 3% of initial 2007 capacity of £16.1bn.
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Exceptional year - disciplined response
required

o Unrealistic to expect a similarly favourable claims experience

o Signs of softening in most lines of business and industry profitability
will continue to put pressure on rates

Lloyd’s is in a strong position:

o Lloyd’s performance management framework will ensure disciplined
underwriting

o Robust financial strength
o Completion of Equitas-NICO deal brings greater certainty

o Fitch upgrades Lloyd’s financial strength rating to A+
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OURPRIORITY ISTO DELIVER THE THREE-
YEAR PLAN

Key tasks:
o Cycle management to continue to deliver superior returns

o Further improvement in operations and processes to support cost-
effective, efficient transaction of business, irrespective of location
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Disclaimer

The information contained in this presentation is being provided on a confidential basis and should not be made available to the general public, the media
or any third party without the express prior written consent of Lloyd’s. This information is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to local law or regulation. It is the responsibility of any person communicating
the contents of this document or communication, or any part thereof, to ensure compliance with all applicable legal and regulatory requirements.

The content of this presentation does not represent a prospectus or invitation in connection with any solicitation of capital. Nor does it constitute an offer
to sell securities or insurance, a solicitation or an offer to buy securities or insurance, or a distribution of securities in the United States or to a U.S. person,
or in any other jurisdiction where it is contrary to local law. Such persons should inform themselves about and observe any applicable legal requirement.

Lloyd’s has provided the material contained in this presentation for general information purposes only. Lloyd’s accepts no responsibility and shall not be
liable for any loss which may arise from reliance upon the information provided.

This presentation includes forward-looking statements. These statements reflect Lloyd's current expectations and projections about future events and
financial performance, both with respect to Lloyd's in particular and the insurance, reinsurance and financial and services sectors in general. All forward-
looking statements address matters that involve risks, uncertainties and assumptions because they relate to events and depend on circumstances that will
occur in the future and which are beyond the control of Lloyd’s. Based on a number of factors, actual results could vary materially from those anticipated
by the forward-looking statements. These factors include, but are not limited to, the following:

(a) rates and terms and conditions of policies may vary from those anticipated;

(b) actual claims paid and the timing of such payments may vary from estimated claims and estimated timing of payments, taking into
account the preliminary nature of such estimates;

(c) claims and loss activity may be greater or more severe than anticipated, including as a result of natural or man-made catastrophic
events;
competition on the basis of pricing, capacity, coverage terms or other factors may be greater than anticipated, or Lloyd's products
could become uncompetitive in light of changes in market conditions;
reinsurance placed with third parties may not be fully recoverable, or may not be paid on a timely basis, or such reinsurance from
creditworthy reinsurers may not be available or may not be available on commercially attractive terms;
developments in the financial and capital markets may adversely affect investments of capital and premiums, or the availability of
equity capital or debt;
changes in legal, regulatory, tax or accounting environments in relevant countries may adversely affect (i) Lloyd's ability to offer its
products or attract capital, (ii) claims experience, (iii) financial return, or (iv) competitiveness;
mergers, consolidations, divestitures and other transactions by third parties could adversely affect Lloyd's, including but not limited
to changes in the distribution or placement of risks due to increased consolidation of insurance and reinsurance brokers; or

(i) economic contraction or other changes in general economic conditions could adversely affect (i) the market for insurance generally
or for certain products offered by Lloyd's, or (ii) other factors relevant to Lloyd's performance.

The foregoing list of factors is not comprehensive, and should be read in conjunction with other cautionary statements that are included herein or
elsewhere. Lloyd’s cautions readers to consider carefully such factors. Any forward-looking statements speak only as of the date they are made. Lloyd's
undertakes no obligation to update or revise any forward-looking statement, whether as a result of new information, future developments or otherwise.







