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The siople mos inoponant set of i ry shalistics for i dwatchers b jloble last Foday and

we ane publishing it today: by-lmtpmmymbandmdm share dala’, Some major conclusions sboul what
hmppmnd lo xhr. mdmuyand w spenﬁccompnmsm 1997 tan be derived Gom this data. Followipg are our
major istics arc in the atlached bibles. The big picture:

®  Personsl anto saved the industry’s promizm growth Iast year by rising 5.4%. Avto Iiability grew 3.4%,
whilc pbysical damage grew 8.71%, Fropressive was the big winnes, and vwill s00p be the fonrth fasgest veriter
of persopal auta in the ULS. State Farm was the big loscy, dropping ncarly 3 poiot of market share, The auto
masket grow slightly more coocentraled during 1397, We project inceascd competirion, but nolasbad as in
the comumercial lines.

»  The standsrd commerciat fines had a terible yearin 1957, d.nvcnbyn £.9% decline tn workers’
onnpcm-nou p:u:nmms and ancmic renults in other lability, ial auto, and Faf roudii-perit.
Werk Surms have fallen 27.4% over the past five years, Liborty Munual disphaeed AIG
25 the qurber oot Writer of warkers' comp, whilc CNA dmppnd from second 1o Giird place. Theworkers®

Sou marke ¢ significantly more conceotraipd in 1997, The standard caromecial lincs are
lbcbaﬂzemums for market share today, and companics In this area will suffer eroding profitability,

»  Spechalty hines posied mixed results, Aviation, sceon marine, products lability nod medica) rosfpractice all
posicd sharp deops. The medica) melpmctice fine became significanily mose concentrated, with AlG, CNA,
FPIC and others sising while market keader St. Paul droppod D.5% poiots of share. Pimspects in this sexior

arc mixed; St Paul secently suggmui dica) malp '-"w“m in 1599-2000 while sorne manket
observers belicve the work p ros roarket is b _,-ustabiﬁzn.
* b, Frnd foe ick & b apving. mﬁ—-:nm@;-munna{my!.w-\unm.r&
M-m&umuam-ﬁmmmmhd Ave, Howeoro, eai & oot fike wichsniz

2ol rik Ao props, A cxcheiod.
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Personal Auto Trends, Winners 200 Losers

Fersonel auto—sovioy of the industry. FPersonal asulo provided the roain engine for the industry®s premium
growth last yeor, This bine of business, which all by jtssif Tor 40,5% of reponcd promiwms, grew 5.4%
in 1997. Withowt personsl avto, the Industry's totaf premiums would have shnmk by onc-kalf of }%. Inshor,
persoaal auto saved the industry fom a very bad year. Don't look for & repeat ins 1998, however—auto growth
should bemodest this yrar,

Winners ond losers in 1997 The Biggest winmer In auto Jicbiity, the largest scxtor of the personal lines, was
Progressive, whost frenctic growih led 1o 2 8.8% increasc in satiosal vasked share. Progressive fsnow the 5Ah
Tasgest writer of persomal avto i dvancing one place to leap over USAAL Mo pear, Progressive will
als Ieapfrog over Nasionwide 10 become the foursh lasgest outo insurer Ip the TLS, T will t2ke 2 few roore
years for Progressive to bury Fasmers, and by 1he time that bappers, we will be Jooking of an entiscly differcot
2uto Inserance rmarket. "

$Stole Farm was the big loser in X997, falling from 21.7% 1o 20.0% of the market. As coropetition reignitcs in
this szctor, Stote Form's respoase to Jts Joss of share will be 2 iwing factor determining how fust
delerloration oconrs. Rounding ovt the Gist, Farmers was also a winois in 1997, gairing 0.1% markes share
while sintaining its ihird-plact: ranking, Mationwide Jost 8.1% olsbure. The only insurerin 1be top 20 whose
masket sharc changed more than 3 iath was sixth-ranked Beslchire Hathaway (which owns GEICD). Beskshice
Brincd 03% 2nd now wiites 3.2% of the macket, shead of USAA, which foll 1o seventh Place from ffth place in
1596, )

-t

The persoral ouito murket grew only skightly more concenmrated in 1997, wilh the top 1@ controlfing 58.4% of
the market v5. 583% a year ago. The Wop 30 control 77.8% now, up frem 37.6%. The shase of the top five was
essensially nnchavged 3t 46.8% vs. 46.7%, wilh Progressive soatching bp the market shase lost by State Farm. In
1997, sgrocy and direct distributors gained share at e expense of the captive apency whicrs, Starnup dicect
writers do not sppear 1o have mad ingful market share gains in 1997, Over the next fow yoars we etgect
the top five to intyeass their share as {1} Progressive znd F: igne their provwab; and {2) State Famn,
Allsuic, and Netiopwide regain share at the exp of the nadoml apeocy writers,

Persanal exto growth will reverse beginning in 1998, Lookedatovera lepger peviod, personal auto Lability has
cumubtively creased J8.7% over the past fve years vs. the 12.1% tatal Jadustry growth rate. Physical dumope
plemiums inereased 26% aver the same period. ‘We expect personal anlo volusor to be fiat to slightly dovm in
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1998. Overihe nexa 2-3 yeots, premiums will sheink in this line. However, we continue 1o belicve 1ol the
detedoration in the 2uto sertor witl be Jess drarpafic, in the near teom, than in the commercial fines.

Romcowners continpued its yetovery In 1997,

Romeommers, the stcondary enginc of growth for the industry, rose 53% in 1992, This bine, which is 9.5% of
1otal volume, has been recoveriog fiom years of nnderpri 'ﬂg,:\.ud:mt: Pative 24.2% over the pasi five R
years {the period beginniog aftet Hury Andrew). Risk-adjusted pricc incicases are moeh Jarper than this
Yies b ths Indastry has b:mngormly reundcrwriting this lime—aizing deductibles, Gphtening
pohcy it.rms, apd rastricting uv:dyge.numls claims practices, From thix point forward, homeowmers mies em
eoatinuc to incyease slightly fastor than inflation—but oot as fast as the cumreat rend,

mbxggesl mdhnduz! change i the homeowners lins was posied by Travel hose share rosc from 2.5% 10 .
3.5%. dUSAA tob the fink !a:gcn hn:uwwnus wiiter in 1997 Allstate, whose share

fell from 12.2% 1o 11, 4%, concluded its planned sheddl ketsand is oo

track to report high-slogle-dipit growah in 1998, Because ( uf Allsrare, tb: top five wn:us shm feli slightly 0

1997, 1048.9% from 49.1%. The homeovmers markel became slightly more concenmated in 1997, with 78% of

the madket Ited by the s0p 30 companics 33 opposcd to T6.7% in 1996,

Standard commarcial lincs—onchi

0 o g 2 y

* The four sectors welump into the description “standasd fines

- mouli-per, conumerrial aulo, and other Hability—are ia texible shape promiumn-wise, from 1996, these lines
eollectively slunnk 3.0%, Only the other Jiability lise showed growih in 1957, and jis 2.6% inorease was misaly.
Comraeecta) lipes in todal fell 1.7% in 1997—less tan the standand Jines—Dberause the specilty commersial
Enzson average perfonmed betier,

C d Jines premi Jume asa p of the o] Industry has hardly changed in the past ive years—
from48.9% to 43.5%. Bowever, the sumhxdlmﬁ 253 pexcent of 1ob] commeraial fises bas shrunk
dramatically, from 67.0% to 55.4%. And, asa pexcent of the wtal indusiry, the stantdard Jincs ace now only
27.1% of prerglwns vz, 32.5% five years ag0.

R ‘Workers® zompensation 2522 $29,168 -9.9%] 336,193 -274%
Other Yability 518259 517,788 264] s15917 147%
Commercial aute Bability 312,774 312,663 0.9% 312,169
Commcreial multi-peril 518881 18,898 1% -

Totsl $76,187 518517 -3.8%
Total commereial Boes 5137423  $)39.870 ~1.7%

$121,753

¥ ol total indusiry 211%  2B4% 3% 325%  -Saw
. ol 1019t commesciat 554%  56.4% 07%| _67.0%  -116%

Warkers” compensation—Preminms drained, pricing’s insane, profits sirained. bn oddition, 1997 was a bad
.yew ﬁ.u:ihe workers' compensation industry. The impact of loss cost disinflation has ended, and some sipns of
{1 bave d. Yet premiwms fell 9.9% on sverage st yeor. The industry’s third most important

PP
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fine of brsiness, ax warkess® cnmpcnszuon goes, 5o go e formoes of the pational insurers (as welf ac some
sroalfeseamiers). Horders® comp nowrep only 9.4% of the industry’s totol premiun volume,
Jorss fiory 18,4% fiva yeors ogo, Cumulatively, ihis fing has shrunk 27.4% over the post five yeors.

Big changes in maskel Sharc appeared in ibe workers” comp Yine in 1993, Morket lrader Liberdy Mutuand
displaced AIG es the nomber ons corvier dp goining L4% of addidionol share, and now commands 6.5% of the
US. maket. Oher canfiess with big growth were fousih-place Travelers (up 6.3%), filth-place Lumbesmaans {(up
0.1%), tha seventheranked Califomia state fond (up 0.6%6), Fremont General {up 0.7% to a ninth-place ramlaog),
Chabb (up 0.9%), Hartford {up 8.2%4), Reliance (up 0.2%), TIG (op 0,2%), American Frozncial (op 0.2%), Orion
Cagitl (op 0.2%), 2ud Zenith Wationa] (vp 8.2%). Foundation Health's BIG opersiion, up 0.3% ia 1997, kas
0w beea sol@ 10 Superios Mational afier gewinp eIl nfo Irouble over inadeguate priting in Califorsia. Big
dediners included CVA (down 0.6% and dropping from second to third place), acd Zurich (down 0.2%).

Overall hesvarkers® compensotion morket Become significantly more concenireted in J997, with the top 30
camiers vonbolling €7.5% of the masket vs. 63.6% in 1996. The top ve contrel 27.2% vs, 253%, while the top
10cow control 4.2% va. 41.1% & yearoga.

Specially Jives--a wix of goad and brd news.

Someohb:speuaﬂyoommauzl Tioes bad a greal year in 1957, For i ty i rose
15.0%, finxotsal gunranty insucance sose 17.3%, group mdcul and}mnbmse 2. D% :nd :mdn rosc 12.3%.
The market did not treat ather Jines so kindly: ocean Trse Jell 4,858, medent msalpracice fell 5.7%, prody
Jiakility fell 5.4%, aviation fll 6.5%, and fidclity inyurance fel) 6.1%

Some ol these ch areth inustion of loog-smoding tends. For pl
i515.9% Iugmb:n five yeass ago; prouwp A&H 38.8%; aad credit 187.6%, Homm.ccan rmarine and
aviafion’s downtums in 1997 are cyclical revarsals of strong gains in the earfrer past of the decade,

Themedicad modprociice line showed & marked srend soward consolldetion, which we expec o consinue. The
lop five companics now eongal 32.7% of the marker, up from 29.6%. The wp 19 control 48.3%, up Ao 44.7%.
“The sop 30 control 79.7% as opposed 10 72.8% 2 year ago.

Dramatic gains in marke! share were showe by CNA (p 0.8%), AIG (up 1.3%), Healib Care Indemaity {vp
1.0%), Zurich American (up 0.6%). 2ad FPIC (up 0.6%). Share Josors were masket Icader St Paul {down 0.5%
to 3.5%), Frontizr {down 0.2%), and Promutval {down 0.3%).

Ranmmccsbnm lypwd afhdﬂ paticrn, The reinsucance linc 3s d:.ﬂ‘:na!l to apzlyze because itincludes
only enshore b iness that is all d toa primary line by the rinsures, However, tis
Hne's mﬂkmcmnsbm with momiket conditions, shiinling 1.0% in 1997 piler a 5.3% decline in 1996,
Sollowing strong growth in the “hard ranswaoce market™ of 1993-95. A ladmg indicator of the cycle, we
believe reinsurence will be flat or perhaps evep stiphtly digher in 1998, prepering for improved demand in 1999,

What happens nea? “Iraditiopally, cyclical lines such as medieal malpraclics, occan maxing, avialion, a0d
commereial mult-penl arc JXcdy w shink roore in 1998 thao ia l997, before brginnlng o rebound in 1999,
Meanwhile, lincs thot hava been mwmgnp:d!y,s:chas  auto, PAgE guaranty, 2ad financial

ty, should experitace some sfowing in 1998. The net resdl; we believe lndustry premitoms are ikely to
belowflat 10 dowrn, in the aggrgple, 1998,

Stock prices {as of mmiddiyy]) of companies monlioned in this sopori:
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Allstats (ALL-NYSE $97, Strong Buy)
Arcegican Financial Group {AFG-NYSE $44, pot reied)
Amcrican Internstional (AIG-NYSE 3129, Strong Buy)
Begkshire Hatbaway (BRK-NYSE Sxx, notrated)

Chbb Corp. (CB-NYSE 576, nol ried)
.CNA Financial (CNA-NYSE 5145, o ratcd)

Fouadation Health Systzms (FHSNYSE $ixx, pot rated)

FPIC Insumnce Growp Ina. (FPIC-OTC 334, Stroag Buy)
Fremont Gearsal (FMT-NYSE 3586, nol naed)

Frontier Insursece Group (FER-NYSE 526, Hold)

Rartford {The) (HIG-NYSE $109, Hold)

Nationwide Financial Scrvices (NFS-NYSE $xx, Hold)

Orion Capitad (OCNYSE $£54, oot raled)

Progressive (FGR-NYSE $139, Bold)

Relingce Group Holdings {(REL-NYSE $17, Stroog Buy}

8¢, Paul Cos. (SPC-NYSE $44, oot roted)

TiG Holdings (TIG-NYSE 524, potrated)

Trovelos (TRV-NYSE Skx, Swong Buy) . R
Travcless Property Casualty Carp, (FAP-NYSE 539, oot reled)
Zenith Netonal (ZNT-NYSE $2, nol vated)

CIBL Oppenbeimey Corp., wrame ol i e, paakex » ket in the Hey of FPIC L Croup Inc and, within the
Tust thece yeurs, msnapa) of to-mansged s peblc offmisg of scudrics of FPIC Ineree Grokp fuc. xod Frorsics Inpumnes Grovp.
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Top 3G Personal Avto Lizblilty -~ Ranked By 1997 Nex Premiums Written

State Farm $14,816.230 21.0% 514,829.728 21.7%)
Allstaic 58,468,232 120%  $B.208,120 12.0%
Farmers %4,192,914 5.9% 33,950,641 5.8%
auonwide 32,823,337 4.0%  $2795421 4.1%|
IProgressive $2,764,163 315% 2137am 3.1%!
Becksbire-Hathaway £2,228,862 32%  $1,9528659 2.9%)
USAA. 52,193,307 13%  $2,06751 3.2%
Travelers 51,304,572 18% .. $1,277393 1.5%
Eiberty Munml $1,259,627 3.8% 51,203,651 J.3%)
Armerican Family 51,232,526 L7% 31,040,448 1%
foyd $1,035,190 1.5% 5993.862 1.5%)
{SAFECO 51,032,048 15% k23 K1 14%
AIG 51,089,600 14% 3525714 1.4%)
{Amencan Financral 3941,574 13% 1879426 1.3%)
Califoraia State Aula Asn Inter 910,182 13% $B51,837 1.2%]
Prudentia) 5843,799 12% ° 3942,15% 14%
CNA 3784,794 1.1% $758,293 1.1%]
Evie S$764,325 L% 5727203 1.1%
{Metrapolitan $740,243 1.0% 37271686 1%
Merewry General 3663446 0.9% $526,876 0.8%)
lInterins Exch of the Automobile Club 3594221 09% 5627,970 0.9%
AC Assurance $535.78% 0.8% 5599483 0.9%
Sauthem Farm Bureaw Casualty $515,751 08% 3521,898 - 0.8%]
Alrocsica Financial $510.424 0.7% 3517416 0.5%
20th Century $492.630 8.7% §521,628 0.8%
Gencral Accidont $479,742 0.7% $4793,152 0.3%;
Lwobenmans Mut Casuaky 3473213 0.7% $468,269 0.7%]
Comroerce Growp £463,540 0.7% 3441141 0.6%
[Amica Muraal $420901 0.6% 3410,043 0.6%

GE $404812 0.6% 3332515 0.5%4
Top 30 Toral $58,951,394 T718% 352,961,420 77.6%]

5
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“Top 30 Homeowness - Ranked By 1997 Net Premivms Wiltten

Seate Fam S6ATIV62 2% 36351213 24.2%)
Allstate 53,051,491 1014%  $3,107465 12.2%]
. Faruers 51,621,793 60%  S1813573 56%)
Nationwide $1,006,639 38% 3918905 3.6%
Travelers $927,585 35% 3542875 2.5%|
USAA $913,463 34% 5880689 35%
|sareco $665,914 25%  $623,554 24%)
Chubb 5629382 | 23% 3546684 28%]
Amcsican Farity 5504,759 1% 3450343 1.R%]
HUbu'ty Mumat $454,650 13%  $384,397 15%
CcNA $432,774 16% 3200351 1.6%
Hactiord 5432295 16%  S421424 1.2
Prudcorial $812,137 15%  5440,888 17%
Fasuors Tos S120,638 12% 5302957 12%| -
@ Allmesica Financial $265,038 19% 5243108 . 1.0%}
P i Eric $255,997 L% s27175 05%
- Auto-Owoers $249,300 09%  $217.824 0.9%)
Metropalitan s218,170 0.8%  S$241,614 0.5%
Generat Accident 5217486 08% 5207423 0.8%)
Commercial Unfon $215,696 08% 5198506 084
Credit Suissc 5215397 03% 327,987 0.5%]
S Paul £205,793 02%  $190,848 0.7%)
Lusbormans Mw Cas $178,208 07%  5181,058 0.7%
AIG £168.402 05% 94,417 04%
Ohio Casualty - $168,229 06%  SIE6ASR 0%
Asnica Mutua) £162363 .. 6% 5149015 0.6%
ALLIED Graup SI56,858 0.6% 3140337 0.6%,
Cincinnati Financial 5140,085 05%  S125319 0.5%]
California Stage Avin Asn Inter $127336 0.5% $319.780 0.5%)
Andover $126506 05% 5123492 0.5
Top30Total $20918252  180% $19,54639 76:7%

AT R RS A LT M?':‘—-—-'—m
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Ci8C Oppenheimer

Top 30 Workers®

B

ked By 1997 Net Premiums Writtea

£1,803,647 51,609,155 3
$1,597392 §.1%  $1,744559 6.0%
$1372,955 52%  31,701414 5.8%
31,176,737 45%  $1,228253 4.2%)
SLIT2564 45%  $1,095918 3.8"/.1
51,094,269 472%  $1,161,088 4074
31,030265 3.5% 5972,880 3.3%
3795320 3.0% $923,308 3.2%
$794,590 I5% 5679478 23%)
£755,030 25% 5870967 3.0%,
3519223 0% 5623148 2.3%
3511,240 19% $480,524 1.6%
Arpcrican Financia? $403,194 1.6% 3396367 1.4%|
Offon Capital 5386872 15% 5382172 1.3%]
Chubb 3358,459 14% 3298,596 1.0%
Signal Health Grovp 342,323 13% 5391912 1.3%
SAFECO $332,123 13% 5334,804 1%
‘Reﬁucc Gronp 5324,793 1.2% 5304439 £.0%]
1ile] 3313144 12% $279,184 1.0%
IGeneral Accident $284,589 L% $319,892 1.1%)
FCCI Muwal Ins 3266333 1.0% $285,713 §.0%)
JsiPant 3258,694 1.0% $285,006 1.0%)
Zenith National Ins 3236,972 0.9% $210,188 0.7%
SAIF 3233,740 0.9% $252.921 0.9%)
Texas Workers Compensation Jns Fusd $231,7134 0.9% $326,737 13%)
Arizona State Coropensati $228,505 D9% $280,351 1.0%
Royal & Sun Alliance USA $227,147 0.9% 3276,590 D.9%)
State Fanmo £226,552 0.9% $267,539 0.9%
Amcpean Re $225.853 . 0.9% $233,276 0.8%,
NI Manwfacturers _§220.899 08% 3283671 1.0‘27
Top 30 Totd $17,732,348 67.5% 318,551,156 63.6%
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Top 30 Mcdical snalpractice - Ranked By 1357 Net Premiums Written

£951,9566

CNA 3364118 1.1% $345.625 69%)
MLMIC Gravp $307,857 6.5% $295,978 6.0%;
{Health Caze Indemnity 254,126 54% 5217923 44%)
AXG £236212 3.6% 5165631 33%!
Medical Peotective Co 5199,696 472% $208,725 42%
MM Cos Group $151,648 32% $151,243 3.0%;
Norcal Muwal Ins Co $133,552 28% 5123629 2.5%,
iMcedica) Intes-Insurance Exch Group $128962 2.7% 108701 22%
Arocrican Healthcare Specialty 5126436 27% £1172,838 2.4%)|
{Physicians Reciprocal Insurers 5125285 27% 5129311 26%
Mutual Asswoace Companies $122.649 246% 316,890 23%
Frontiey Ins Grovp 3121149 2.6% $142,413 23%
PHICO Ins Co S113,429 24% 397,348 1.9%
Oiinols State Med Inlexins Exch £104,950 2% 385,532 1.7%
Promunal Companics $95,785 2% $116,965 23%
{Mcdical Ins $83,844 1.8% $75998 1.5%;
iFlorida Physiciaus Tns Co S$B2,256 1.7% 3572116 1.1%
Zunch Americen $77.647 1.6% 50919 LO%
Farmers Tos 375,298 1.6% 389427 1.3%)
Health Case Jns Exchange $67.5717 1.4% 370805 2.4%
State Voluoteer Mutual Ins Co 367,201 14% 365,653 3%
MAG Mutwal Insurance Grovp $56,223 L.2% 354,627 1.1%
INCMIC Ins Co $44,185 0.9% 248338 1.0%)
Medical Ins Exch of Ca 343,145 0.9% 541,768 0.8%
Munea! Ins Co of Arizona 343,072 89% 346,479 0.9%
Ohic Insurance Company 341,346 89% $34,759 0.7%,
Washinpton State Health £41 379 0.9% 345,005 0.9%)
COPIC Ins Co $38375 8.8% 337816 0.3%
PICOM Group $35900 ik 7 .5%

Sourte; OmeSource Tofanmuivn Scrvicrt, Let, 306 s3itery (mestisd saramets
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