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 TOTAL       
ASSETS 2

$34.4B

NET LOSS 
RESERVES 2

$8.7B

 GROSS PREMIUMS               
WRITTEN 2

$7.7B

TOTAL 
CAPITALIZATION 2

$13.2B

Gross Premiums Written ($M) 2 Underwriting Income ($M) 2

       Operating Return on 
Average Common Equity 1,4

2018 2019

10.7%
12.0%

$7,695.6
$6,534.4 $897.1

$1,087.6

2018 20182019 2019

+17.8% +21.2%

+130 bps

2018 2019

$2.82

$2.20

After-tax Operating Income 
       per Common Share 1,4

+28.2%

Book Value per Common Share 3

2018 2019

$21.52

$26.42

+22.8%

Net Income ($M) 4

2018 2019

$713.6

$1,594.7

+123.5%

FINANCIAL HIGHLIGHTS 1

1 See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Comment on Non-GAAP Financial Measures” for discussion of 
   “non-GAAP financial measure” as defined in Regulation G. 
2 Excludes results of Watford Holdings Ltd.
3 Excludes the effects of stock options and restricted stock units outstanding.
4 Available to Arch common shareholders.
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As of late March, the coronavirus has upended our workdays 
as governments, health systems and businesses implement 
strategies to contain its impact. At Arch, we activated our 
corporate pandemic plan, which addresses business continuity 
across our companies and allows us to effectively respond 
to the pandemic while continuing to serve our customers 
without business interruption. To slow the virus’ spread we 
have mandated travel restrictions on our employees and 
instructed them to work remotely, including closing all offices 
for the immediate future. The uncertainty associated with the 
coronavirus is likely to affect our lives and our businesses in 
unexpected ways, ensuring 2020 will be a challenging year.

Arch had a strong year in 2019 as we continued to build 
balance sheet strength and invest in technology that should 
better position us to weather the fallout from the coronavirus 
and other events. All major measures of the Company’s 
financial performance improved, as shown in the table above. 
Book value per share (BVPS) growth advanced 22.8% in 2019, 
supporting an average annual growth rate of 12.5% over the 
past decade. Growth in BVPS remains our most important 
measure, as we believe that increases in this metric over time 
are a key indicator of long-term value creation for shareholders.

MARC GRANDISSON
President and Chief Executive Officer

Arch Capital Group Ltd.

TO OUR 
SHAREHOLDERS
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AMOUNTS IN MILLIONS, EXCEPT PERCENTAGES AND PER SHARE AMOUNTS

2019 2018 Change
Book value per common share at year-end $   26.42 $21.52 22.8%  

Net income available to common shareholders $1,594.7 $713.6 123.5%

  Per share $     3.87 $  1.73 123.7% 

Net income return on average common equity 16.5% 8.4%

After-tax operating income* $1,162.6 $909.2 27.9% 

  Per share $     2.82 $  2.20 28.2% 

Operating return on average common equity* 12.0% 10.7%

All per share amounts are on a diluted basis.

* See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Comment on Non-GAAP Financial Measures” for a discussion of 
 “non-GAAP financial measures” as defined in Regulation G.



This period of growth and resiliency demonstrates the 
effectiveness of our core principles:
	 Operate in specialty insurance and reinsurance 

markets where we can apply our knowledge and 
expertise to competitive advantage;

	 Maintain underwriting discipline and agility in 
selecting and pricing risks in all phases of the insurance 
market cycle; and 

	 Manage and allocate our human resources and 
capital to take advantage of opportunities when and 
where they arise.

FINANCIAL RESULTS
Arch’s after-tax operating income increased 28.2% on 
a per-share basis in 2019. Operating return on equity 
(ROE), a driver of book value growth, rose to 12.0% 
in 2019 from 10.�� in 2018 and, despite significant 
industry catastrophe losses, has averaged 9.7% over the 
past decade. Cash Ąow remained strong, with net cash 
provided by operating activities rising to $1.8 billion in 
2019 from $1.3 billion in 2018.

All financial results above include our approximately 13% common 
equity interest in Watford Holdings Ltd. (the “other” segment). The 
financial results that follow in this letter exclude amounts related to 
the “other” segment, details of which can be found in Note 11 of 
our 2019 Form 10-K, included in this annual report.  

UNDERWRITING RESULTS
Underwriting income for 2019 reached $1.09 billion, the 
highest level since our formation and an increase of 21.6% 
over 2018 on a per-share basis. This increase was largely 
due to the strength of our mortgage insurance operations 
and continued underwriting discipline in our property 
casualty lines. 

Catastrophe losses in 2019 were down from $193.3 
million in 2018 to $113.4 million as our underwriting 
teams navigated soft market conditions by being selective 
in their underwriting decisions and retaining less risk. We 

have maintained a cautious approach toward catastrophe-
related coverages in recent years because we viewed pricing 
as inadequate for the risks being taken.

INVESTMENT RESULTS
Investable assets totaled $22.3 billion at the end of 2019, 
up from $19.6 billion a year earlier. We manage Arch’s 
investment portfolio to provide incremental returns above 
the contributions from our underwriting operations. The 
portfolio returns contribute to increased growth in BVPS 
which may not be entirely reĄected immediately in income. 
Total return (net investment income, net realized gains and 
losses, changes in unrealized gains and losses, and equity in 
the net income or losses of investment funds accounted for 
using the equity method) was 7.3% in 2019, up from 0.3% 
in 2018. This sharp increase was mainly due to the rising 
market values of many of the fixed income securities in the 
portfolio as interest rates declined during the year. 

At December 31, 2019, approximately 83% of the portfolio 
was invested in fixed maturity and short-term securities 
with an average credit quality of “AA/Aa2.” The balance 
of the portfolio consists of a combination of equities and 
alternative investments. For that portion of the portfolio 
which supports our insurance, reinsurance and mortgage 
insurance liabilities, we seek to align the duration of our 
investments and the underlying claim payment obligations. 
The average effective duration of the overall portfolio was 
3.4 years at the end of 2019.

The portfolio generated $491.1 million of net investment 
income in 2019, up 12.3% from 2018 on a per-share basis. 
We faced the continued challenge of low fixed income 
yields in the investment market, which seem destined 
to be part of the economic realities for the immediate 
future. This protracted low rate environment dampens the 
investment income of insurers, highlighting the importance 
of our focus on underwriting profitability.

ARCH CAPITAL GROUP LTD.   |   2019 ANNUAL REPORT
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Creating shareholder value throughout the insurance 
cycle ã by not chasing after unprofitable business in 
soft markets and by writing more business as attractive 
opportunities arise in hard markets — has been central 
to the Company’s management philosophy since Arch 
was established in 2001. Paul Ingrey, one of our founders, 

is credited with creating an “insurance clock” that helps 
measure the insurance underwriting cycle. The principles 
of Paul’s clock remain as valid today as they were in the 
1980s when he created it. We continue to recognize the 
value in understanding the entire underwriting cycle.

|  3

Download a larger version 
of the insurance clock at 
archcapgroup.com/clock.

CYCLE MANAGEMENT — PART OF ARCH’S DNA 

 
 

  

 
 

 
 

 
  

 
  

 

 
 

 

 
 

 

  

-Reinsurance rampant, support anything.
-Underwriting “pens” and MGAs thrive.

-Special risk underwriters move into 
   standard lines.
-Few questions asked.

-Pricing starts to drop.
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-Companies compete to pay    
       producers more commission.

-Invent new programs and 
       marketing ideas.

-Forms broaden.
-Prices drop significantly.

-Companies feel the need to preserve/increase  
 market share.

-Buyers happy.

-Prices fall dramatically.
-Profits level off — most come from 

   investments and investment income.
-Producers provide little underwriting 

   info/little is required.
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-Profits slide.
-Investment income barely 

     covers underwriting 
        losses.
Pricing totally unrealistic.
-Forms wide open.

-R.I.F. companies cut staff 10%.
-Cash flow from operations 

turns negative.-Results horrible.
-Underwriting losses begin 

   to exceed investment income.
-Companies sell off assets — 
   take capital gains, etc.

-Companies (and 
   producers) cut budgets 
   — move to control   
   wages and other 
   benefits.

-Move bond portfolios to 
   taxable basis.

-Equity value of 
   companies rises based 

   upon future expectations.
-Pricing cannot go lower 

   — does not improve.
-Pull back “pens” MGAs lose 

    fronts.
-”Go back to basics” of 

    underwriting.
-Producers become 

   alarmed.
-Foreign capacity 

    withdraws from U.S. — 
    due to catastrophe or    

       casualty losses.

-A.M. Best Co. 
    writes this decade’s 

     “letter of concern” on 
     the state of the insurance 

     business.
-Companies sell additional shares 

     in equity market.
-Companies cancel agents based upon 

     statistics and ranking in agency.
-A few special risk underwriters emerge.

-Agents plead for 
   stability.

-CRUNCH! 
-Capacity crisis— written premium 

            restrictions— risk capacity scarce. 
-Availability problem as prices rise! 
-Surplus restricts growth. 

-Forms tighten. 
-Reinsurance supply shrinks. 

-Buyers unhappy. 

-Prices up sharply. 
-Results still poor. 
-Combined ratios begin to improve. 
-Special risk products in great demand. 
-Fear of insolvencies. 
-Guaranty funds? 

-Capacity 
   becomes expensive.
-Companies use ISO rates. 
-Prices up again. 

-Surplus lines flourish. 
-Cash flow exceeds 
   underwriting losses. 

-All companies flourish. 
-Tax losses recovered,    

    earnings multiplied. 
-Combined ratio profit. 
-Companies add to IBNR 

   and case reserves. 
-Equity prices begin to 
   peak out. 

-EUPHORIA! 
-Producers happy. 

-Prices stop rising. 
-Companies open new 

       lines of business. 
-Hire new people to 
   provide support. 
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This period of growth and resiliency demonstrates the 
effectiveness of our core principles:
 Operate in specialty insurance and reinsurance

markets where we can apply our knowledge and
expertise to competitive advantage;

 Maintain underwriting discipline and agility in
selecting and pricing risks in all phases of the insurance 
market cycle; and

 Manage and allocate our human resources and
capital to take advantage of opportunities when and
where they arise.

FINANCIAL RESULTS
Arch’s after-tax operating income increased 28.2% on 
a per-share basis in 2019. Operating return on equity 
(ROE), a driver of book value growth, rose to 12.0% 
in 2019 from 10.�� in 2018 and, despite significant 
industry catastrophe losses, has averaged 9.7% over the 
past decade. Cash Ąow remained strong, with net cash 
provided by operating activities rising to $1.8 billion in 
2019 from $1.3 billion in 2018.

All financial results above include our approximately 13% common 
equity interest in Watford Holdings Ltd. (the “other” segment). The 
financial results that follow in this letter exclude amounts related to 
the “other” segment, details of which can be found in Note 11 of 
our 2019 Form 10-K, included in this annual report.  

UNDERWRITING RESULTS
Underwriting income for 2019 reached $1.09 billion, the 
highest level since our formation and an increase of 21.6% 
over 2018 on a per-share basis. This increase was largely 
due to the strength of our mortgage insurance operations 
and continued underwriting discipline in our property 
casualty lines. 

Catastrophe losses in 2019 were down from $193.3 
million in 2018 to $113.4 million as our underwriting 
teams navigated soft market conditions by being selective 
in their underwriting decisions and retaining less risk. We 

have maintained a cautious approach toward catastrophe-
related coverages in recent years because we viewed pricing 
as inadequate for the risks being taken.

INVESTMENT RESULTS
Investable assets totaled $22.3 billion at the end of 2019, 
up from $19.6 billion a year earlier. We manage Arch’s 
investment portfolio to provide incremental returns above 
the contributions from our underwriting operations. The 
portfolio returns contribute to increased growth in BVPS 
which may not be entirely reĄected immediately in income. 
Total return (net investment income, net realized gains and 
losses, changes in unrealized gains and losses, and equity in 
the net income or losses of investment funds accounted for 
using the equity method) was 7.3% in 2019, up from 0.3% 
in 2018. This sharp increase was mainly due to the rising 
market values of many of the fixed income securities in the 
portfolio as interest rates declined during the year. 

At December 31, 2019, approximately 83% of the portfolio 
was invested in fixed maturity and short-term securities 
with an average credit quality of “AA/Aa2.” The balance 
of the portfolio consists of a combination of equities and 
alternative investments. For that portion of the portfolio 
which supports our insurance, reinsurance and mortgage 
insurance liabilities, we seek to align the duration of our 
investments and the underlying claim payment obligations. 
The average effective duration of the overall portfolio was 
3.4 years at the end of 2019.

The portfolio generated $491.1 million of net investment 
income in 2019, up 12.3% from 2018 on a per-share basis. 
We faced the continued challenge of low fixed income 
yields in the investment market, which seem destined 
to be part of the economic realities for the immediate 
future. This protracted low rate environment dampens the 
investment income of insurers, highlighting the importance 
of our focus on underwriting profitability.

2  |



4  |

SEGMENT PERFORMANCE
Arch writes business across three segments: property 
casualty insurance, property casualty reinsurance, and 
mortgage insurance and reinsurance. Our commercial 
property casualty insurance and reinsurance worldwide are 
written primarily from operations in Bermuda, the United 
States, Canada and Europe. We write mortgage insurance 
and reinsurance primarily in the United States, Bermuda, 
Europe and Australia. 

Property casualty insurance: In 2019, this segment 
accounted for 48% of Arch’s net premium volume, which 
reached $2.6 billion, up 19.4% from 2018. Our insurance 
segment had an underwriting loss in 2019 partially due 
to pricing and underwriting returns being under pressure 
for several years. Prices turned higher during the year for 
several lines and we are hopeful the market will continue to 
strengthen further in 2020. 

Property casualty reinsurance: Reinsurance accounted for 
29% of Arch’s premium volume in 2019 with net premiums 
written reaching $1.6 billion, a 16.8% increase over 2018. 
As in the insurance sector, the reinsurance market has 
experienced overcapacity and weak pricing for several 
years. Despite these market conditions, this segment 
was able to improve its underwriting profit in 2019. 
Reinsurance pricing tends to follow the primary insurance 
market, and in late 2019 we observed an upturn in pricing 
in some areas, particularly in our facultative operations 
which have historically been an early indicator of changes 
in market conditions. 

Mortgage insurance and reinsurance: This segment 
accounted for 23% of Arch’s premium volume in 2019. 
Net premiums written were $1.3 billion, up 9.0% from 
2018. The business continued to generate solid returns 
in a healthy credit environment. We grew our mortgage 
insurance in force (IIF, which is the aggregate dollar amount 
of each insured mortgage loan’s current principal balance) 
to $418 billion at the end of 2019 from $384 billion a year 
earlier. IIF represents a source of future income as insurance 
premiums in the United States are typically paid monthly 
over the period of coverage. We continued our pioneering 

use of mortgage insurance-linked notes (MILN) to manage 
the tail risk of this business. We sold four issues of MILN 
securities in 2019 through our Bellemeade special purpose 
vehicle. The in-force Bellemeade structures at year-end 
2019 provided aggregate protection of approximately $3.4 
billion for the portfolio. As in our property casualty business, 
we constantly evaluate capital deployment in our mortgage 
insurance business in order to maximize returns.

CORPORATE INITIATIVES
Arch is an industry leader in using technology and innovation 
to price and manage risk, efficiently run our business and 
meet customer needs. We continued to invest in technology 
and data analytics in 2019 while also completing a few 
modest acquisitions to broaden our capabilities and expand 
our footprint. Our largest acquisition was Barbican Group 
Holdings Limited, which provides opportunities to capitalize 
on current market dislocation by deepening our commitment 
to Lloyd’s and the London market while also generating 
more fee-based revenue.

On February 25, 2020, Arch announced its intention to 
invest in a global trade credit insurer, Coface. Subject to 
obtaining all regulatory approvals, Arch expects to purchase 
a 29.5% minority stake in the company in late 2020, which 
will provide us with access to an additional specialty segment 
of the global insurance market. 

BALANCE SHEET
The ratio of debt and hybrids to total capital was 19% at the 
end of 2019, down from 22.5% a year earlier. Maintaining 
a strong balance sheet enables us to meet our customer 
obligations and allows us to capitalize on opportunities as 
they arise.

We understand that we are stewards of the capital entrusted 
to us and have a responsibility to shareholders and other 
stakeholders to assess opportunities to deploy capital and 
enhance the long-term returns on our business. We made 
only modest share repurchases in 2019, in light of the 
increasing opportunities to invest in our property casualty 
and mortgage operations.



Marc Grandisson
President and Chief Executive Officer

Arch Capital Group Ltd.

ARCH PEOPLE
Skilled, dedicated people are the lifeblood of Arch. They 
drive our success in the highly competitive financial services 
industry and are essential to making Arch an employer of 
choice. We continue to develop our management team, 
with an emphasis on adding to our strengths in technology 
and innovation.

Jennifer Centrone was promoted to Chief Human 
Resources Officer with responsibility for leading Archås 
talent and culture strategies.

Chris Hovey, previously Chief Information Officer, was 
promoted to Chief Operations Officer.

Prashant Nema was promoted to Chief Information Officer, 
responsible for technology leadership across the Company.

Jay Rajendra was named Chief Strategy and Innovation 
Officer and will pursue new business models and technologies 
while continuing to lead Arch’s analytics functions. 

Marcy Rathman was named Chief Environmental, Social 
and Governance �ESG� Officer as we look to further 
integrate ESG in our business operations, investments and 
the efforts of our employees in the communities where we 
live and conduct our business.

BOARD OF DIRECTORS
We welcomed Moira Kilcoyne and Thomas Watjen to 
Arch’s Board of Directors on January 1, 2020. Moira has 
extensive global technology and operations experience, 
especially related to the financial industry, including 
service as Co-Chief Information Officer of Morgan Stanley. 
Tom is the retired President and Chief Executive Officer of 
Unum Group and brings to our Board his knowledge and 
insights from having been CEO of a large, publicly traded 
insurance company.

John Pasquesi, the managing member of Otter Capital LLC, 
a private equity firm, who joined our Board of Directors in 
2001, succeeded Constantine Iordanou as Chairman of the 
Board in September 2019.

Constantine “Dinos” Iordanou, former Arch CEO, retired 
from the Board of Directors in 2019. We would like to 
express our deep thanks and appreciation to him for 
his vital contributions to the Company’s success over a 
period of nearly two decades. Dinos joined Arch in 2002 
to create our insurance segment and became President 
and CEO in 2003, leading the Company for the next 15 
years. He was instrumental in developing Arch into a 
highly profitable company with a worldwide insurance, 
reinsurance and mortgage insurance presence. We wish 
him well in retirement.

OUTLOOK
At the time of this writing, we recogni]e significant 
uncertainty in the potential effects of the coronavirus on our 
company, employees, clients and the global economy. We 
remain steadfast in our commitment to always do what is 
right, including protecting the health and well-being of our 
employees around the globe in these difficult times.

Our success depends, as always, on our ability to meet 
the needs of our distributors and clients, who we thank for 
their loyalty and support. We also thank our employees, 
whose hard and smart work, pursuit of improvement and 
willingness to work together drive our results. And we thank 
you, our investors, for your support of Arch through your 
ownership of our stock.

ARCH CAPITAL GROUP LTD.   |   2019 ANNUAL REPORT
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PROVIDING CUSTOMER-FOCUSED SOLUTIONS
Arch Insurance is a global insurer offering superior coverage and 

service to its clients and brokers. We participate in specialty lines 

where the talent and knowledge of our employees are a competitive 

differentiator. We seek to provide specialty risk solutions across a 

wide range of industries from our global network of offices.

STEADY GROWTH AND OPEN FOR BUSINESS
The story of Arch Insurance in 2019 is one of building for growth. 

Our prudence and patience — demonstrated by maintaining our 

disciplined underwriting philosophy over the past several years and 

not underpricing during a protracted soft market — provided us 

with the capacity and appetite to respond to our clients’ needs 

in a transitioning insurance market. Across the segment, we saw 

strong premium growth in 2019 as our business units experienced 

generally improving conditions.

In North America, we continued to emphasize our presence across 

smaller and midsize accounts and saw growth in some sectors of 

the large account market as well. Pricing improvement came to 

bear across several lines including excess and surplus casualty 

and directors and officers coverage. A companywide focus on 

listening to the voice of the customer resulted in new product ideas 

such as a unique solution for the wholesale trucking market and 

opportunities to bring more value to our clients.

Arch Insurance International’s expansion continued with our 

acquisition of Barbican Group Holdings Limited, which includes 

Lloyd’s Syndicate 1955 and Castel Underwriting Agencies Limited. 

This acquisition deepens our commitment to Lloyd’s and to the 

London market while providing new avenues to generate fee 

income. In 2019, we expanded the UK Regional Division to give 

our UK-based clients more localized options in a time when some 

insurance providers are moving to a centralized, less customer-

centric model.

6  |

INSURANCE NET WRITTEN PREMIUMS  |  $2.6B

PROFESSIONAL 
LINES, 20%

PROPERTY, 
ENERGY, MARINE 
AND AVIATION, 

14%

PROGRAMS, 16%

OTHER, 11%

TRAVEL, ACCIDENT 
AND HEALTH, 12%

LENDER PRODUCTS, 4%

CONSTRUCTION AND 
NATIONAL ACCOUNTS, 14%

EXCESS AND SURPLUS 
CASUALTY, 9%

As of December 31, 2019.



LEVERAGING DATA AND TECHNOLOGY
We continue to embrace technology and data analytics to 

differentiate our offerings and create value for our clients. In North 

America, we acquired Ventus Risk Management, an insurtech 

managing general underwriter that simplifies property underwriting 

by delivering best-in-class analytics and a superior customer 

experience. Elsewhere, we deployed the Arch Insurance Portal to 

make doing business with Arch easier and found ways to leverage 

technology to improve our responsiveness.

RECOGNIZING OUR WORKFORCE
Critically, we increased our investments in training and career 

development to further establish Arch as an employer of choice. The 

ever-changing and global nature of our business, combined with our 

recent growth trajectory, provides employees new opportunities to 

work across business units or even other Arch operating segments. 

From our selective underwriting training program, to executive 

development, to making on-the-job training easier to access, we 

know that our long-term success is, first and foremost, dependent 

upon our people.

Cycle Managed includes Excess and Surplus Casualty, Property, Energy and Marine, 
Large Account Professional Lines. Controlling Positions includes National Accounts, 
Construction, Alternative Markets, Surety. Low Volatility includes Programs, Travel 
and Accident, Lenders, Small and Medium Enterprise Professional Lines. 

 500

 1,000

 1,500

 2,000

 2,500

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

CALENDAR YEAR NET PREMIUMS WRITTEN ($M)

CYCLE MANAGED

CONTROLLING POSITIONS

LOW VOLATILITY/LOW LIMIT
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KEY RATIOS FOR 2019
Loss Ratio 67.4%

Underwriting Expense Ratio 34.1%

Combined Ratio 101.5%

SUPPORTING AND KEEPING COMMUNITY 
HEROES SAFE
Through our subsidiary McNeil & Company, Inc., we create 

specialized insurance programs that build on more than 25 

years of success in insuring providers of fire and emergency 

services. We take pride in designing our programs to 

address the real and critical needs of these organizations, 

including volunteer fire departments, emergency rescue 

squads and ambulance service providers. 

Additionally, we offer safety and training aids to reduce 

the potential of on-the-job error or injury and help our 

clients avoid the resulting long-term costs. Firefighters 

and emergency responders not only respond to critical 

emergency situations, but also handle hazardous materials 

and chemicals and act as emergency medical technicians. 

We seek to provide them with information and education on 

industry safety and compliance best practices as they look 

to deliver on their mission to the best of their ability.

ARCH CAPITAL GROUP LTD.   |   2019 ANNUAL REPORT



THE GLOBAL LEADER IN MORTGAGE CREDIT RISK
Arch’s Global Mortgage Group facilitates sustainable home-

ownership through the aggregation, management and syndication 

of mortgage credit risk worldwide through our insurance, 

reinsurance and capital market program.

ENCOURAGING SUSTAINABLE HOMEOWNERSHIP
Our largest business unit, Arch MI US, provides banks, independent 

mortgage bankers, credit unions and the Government Sponsored 

Enterprises �GSEs� Fannie Mae and Freddie Mac� with the financial 

security and credit insurance protection needed to support 

mortgage lending. By providing mortgage credit insurance on 

qualified mortgages for borrowers unable to make a 20� down 

payment, we help encourage sustainable homeownership among 

a diverse group of homeowners. In 2019, we helped over 290,000 

borrowers in the U.S. purchase or refinance a home through the 

use of private mortgage insurance provided by Arch MI. 

Our business expanded in 2019 when we obtained a license to 

write direct mortgage insurance in Australia. We have participated 

in the Australian market as a reinsurer since 2011, and can 

now offer many of the products and solutions we pioneered in 

the U.S. market to the Australian lending community. We also 

work closely with lenders in Europe on Ąow mortgage insurance 

and to develop regulatory capital relief solutions for transferring 

mortgage credit risk.

MORTGAGE CREDIT RISK INNOVATION 
AND LEADERSHIP 
Arch is known as an innovator and thought leader in the 

mortgage industry. Arch MI’s RateStar is the industry standard for 

risk-based pricing, a concept the company introduced in 2009. 

Customers look to us first for efficient products and solutions that 

help their loan officers and processors close more loans and drive 

costs and inefficiencies out of the mortgage origination system, 

which ultimately benefits homebuyers. 

Arch MI has also transformed how the industry manages risk 

by developing MILN through our market leading Bellemeade 

securitizations. Bellemeade securities provide investors in the 

capital markets with access to mortgage credit risk at attractive 

yields while helping Arch better manage risks and build our 

resilience to economic recessions. In 2019, we completed four 

Bellemeade transactions representing over $2.24 billion in issued 

securities. From inception in 2015 to December 31, 2019, the 

Bellemeade program has completed 10 transactions totaling 

more than $4.7 billion in issued securities, providing protection 

on more than $360 billion of insured mortgages.

We have also introduced new ways to offer our capabilities 

to third parties though our Credit Risk Transfer and Services 

business. This unit provides access to our extensive credit risk 

management, underwriting, risk selection, economic surveillance 

and analytical expertise. Property casualty insurance and 

reinsurance companies, life insurers, pension funds, sovereign 

wealth funds and asset managers can capitalize on our extensive 

understanding of the U.S. mortgage market to facilitate their 

entry into this field without the need to invest in significant 

infrastructure and staff. 

THE LEADING PROVIDER OF MORTGAGE 
INSURANCE IN THE U.S.
Arch MI, and the legacy MI companies we 
have acquired, represent more than 50 years of 
participation in the MI industry.

8  |



KEY RATIOS FOR 2019
Loss Ratio 3.9%

Underwriting Expense Ratio 21.0%

Combined Ratio 24.9%

©2020 Arch Capital Group Ltd. All rights reserved. |  9

$73.4
BILLION

Risk-in-Force
Before reinsurance 
and risk-sharing 
operations.

*Genworth Mortgage Insurance 
Corp., Radian Guaranty Inc., and 

Mortgage Guaranty Insurance Corp.

Delinquency Rate
The lowest rate among 

core competitors 
active before 2008.*

1.54%

MARRYING INSURANCE AND INNOVATION
Arch MI also supports the communities in which we operate 

and live by introducing programs that help homeowners give 

back to their communities through charitable donations. We 

are proud to have created mortgage insurance products such 

as Community Heroes, which facilitates low down payment 

homeownership opportunities for teachers, police, firefighters, 

nurses and members of the military in their own communities.

MORTGAGE 
REINSURANCE

GSE CREDIT RISK 
SHARING AND 

INTERNATIONAL 
INSURANCE

U.S. MORTGAGE 
INSURANCE

69%

25%

6%

INSURANCE IN FORCE  |  $418B
As of December 31, 2019.

Arch U.S. MI only.
As of December 31, 2019.
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INSURANCE IN FORCE (IIF) AND 
UNDERWRITING INCOME As of December 31, 2019.

IIF Underwriting Income

$100

$0 $0
2015

$83.3

$76

$316

$352

$384

$418

$156.3

$691.3

$857.0

$1,041.4

2016 2017 2018 2019

$400

$200

$800

$600

$1,200

$1,000

$200

$300

$400

IN
SU

R
A

N
C

E 
IN

 F
O

R
C

E 
($

B)

U
N

D
ER

W
R

ITIN
G

 IN
C

O
M

E ($M
)

$1,400

$1,600



EXPANDING THE POSSIBLE FOR OUR CLIENTS
Arch Re is a leading, diversified reinsurer offering treaty and 

facultative property, casualty and specialty reinsurance from over 

20 locations worldwide. We focus on Expanding the Possible for our 

clients by offering creative ideas and solutions while serving as a 

long-term, reliable partner. Our team of experienced underwriters 

is known for engaging with clients and brokers on the most 

complex challenges in a volatile risk environment. The bedrock 

of our offerings remains our specialty classes. Beyond traditional 

reinsurance, our customized solutions capabilities continue to build 

on a history of success in meeting the needs of insurers for tailored 

products uniquely structured around their strategies.

POSITIVE PRICING TRENDS
Continued deterioration in loss trends, combined with elevated 

industry levels of property catastrophe losses for the third 

consecutive year, is leading the primary insurance markets to raise 

premium rates in many lines of business. We should benefit from 

this improvement for business we write on a proportional basis. Our 

facultative operations, which underwrite one risk at a time, are also 

experiencing increases in prices. On the treaty side of reinsurance, 

we began to see modest improvements in terms and conditions, 

including declines in ceding commissions. Declining investment 

yields continue to create headwinds for the industry and the 

value of underwriting income becomes essential. Our team is well 

positioned to continue to generate underwriting margin. 

10  |

SPECIALTY, 29%

CASUALTY, 32%

OTHER, 4%
MARINE, AVIATION 
AND SPACE, 3%

PROPERTY 
CATASTROPHE, 7%

PROPERTY, 25%

REINSURANCE NET WRITTEN PREMIUMS  |  $1.6B As of December 31, 2019.



KEY RATIOS FOR 2019
Loss Ratio 69.0%

Underwriting Expense Ratio 25.9%

Combined Ratio 94.9%

©2020 Arch Capital Group Ltd. All rights reserved. |  11

A TRACK RECORD OF PERFORMANCE
Historically, the performance of insurers and reinsurers is 

heavily impacted by the occurrence of natural catastrophes 

such as hurricanes, typhoons, earthquakes and wildfires. Risk 

concentrations can impair balance sheets, and coverage from well-

capitalized companies like Arch provides the support that enables 

insurers to sustainably weather these events. We take pride in Arch 

Re’s disciplined approach to limits and exposure management that 

has historically resulted in above average operating performance. 

Over the past five years, our combined ratio averaged 89.� ã far 

outperforming our peers’ average of 96.9. 

AN ALTERNATIVE CAPITAL SUCCESS STORY
Over the last several years, the industry has experienced 

growth in new (alternative) sources of reinsurance capital, such 

as catastrophe bonds, collateralized vehicles and other new 

entrants. We were an early champion of third-party capital back 

in 2006 when Arch formed Flatiron Re to meet the property 

needs of insurers after the heavy catastrophe years of 2004 and 

2005. More recently, we have steadily built up partnerships with 

third-party capital providers through development of our insurance-

linked security (ILS) platform, which manages third-party capital 

seeking property catastrophe exposure. Our acquisition of the 

Barbican syndicates at Lloyd’s further expands our relationship 

with capital providers across multiple lines of business. Continuing 

to embrace third-party capital management and exploring further 

innovation to develop this model allows us to expand our client 

and broker relationships, leverage our underwriting expertise and 

generate fee income.

INVESTING IN OUR PEOPLE
We continue to invest in technology and data analytics to improve 

our ability to support clients in studying trends in their business 

and improving their data selection. We are active in recruiting new 

professionals across a diverse number of disciplines as our level 

of activities and innovation rises. Most importantly, we remain 

committed to continuing our practice of investing in our people to 

ensure we remain an employer of choice in an evolving industry.

* Peer Group includes: Aspen Re, Allied World Re 
(2015-2016)1, Axis Re, Berkley Re, Chubb Tempest Re,
Endurance Re (2015-2017)1, Everest Re, Partner Re, 
Renaissance Re, Sirius Re, Transatlantic, Validus Re 
(2015-2017)1, XL Re (2015-2017)1.

1. Certain companies in the Peer Group were only included
for the years specified because they were acquired by 
other entities or they no longer reported the data. 

CALENDAR YEAR COMBINED RATIO
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ESG topics present risks and opportunities across our businesses, 

investments and the communities where we live and conduct 

business. In 2019, we formalized our ESG oversight at the 

Board of Directors level, launched an investment manager ESG 

performance survey and appointed our first Chief ESG Officer, 

Marcy Rathman, to spearhead our efforts.

In 2020, our ESG strategy looks to enhance our focus on 

meaningful, companywide ESG integration by continuing to 

invest in our employees, build stronger communities and operate 

responsibly and sustainably. 

WE INVEST IN OUR EMPLOYEES by creating a meaningful, 

challenging and fulfilling work experience. Our ability to attract 

and retain a knowledgeable and capable workforce is critical 

to our financial success. We invest in our employeeså career 

development, training and financial and physical well-being. We 

also prioritize our workplace values of inclusion, equality and 

respect. This approach enables us to grow our business from 

within, continue to retain exceptional talent and drive innovation 

across our company. Historically, our voluntary turnover rate has 

been below 10% and was just 6.8% in 2019 on a worldwide basis. 

WE HELP TO BUILD STRONGER COMMUNITIES by 

creating specialized insurance products that have measurable 

positive social, economic and environmental impacts. Insurance 

has always played a key role in providing financial resources and 

support in allowing communities to rebuild after natural and 

man-made disasters. We take pride in working with our insureds 

to mitigate risk and, ultimately, to lower their costs of insurance 

by deploying sustainable building practices. Additionally, we 

develop training for our insureds to reduce workplace injuries and 

maintain safe and productive work environments. 

We also demonstrate our commitment to community development 

by supporting high-impact volunteer work and charitable giving. 

Since our founding, generosity and compassion have been at the 

heart of our culture.

WE OPERATE RESPONSIBLY AND SUSTAINABLY by 

actively managing ESG risks and embedding compliance, 

transparency, data protection and resiliency across all areas of 

our business. We incorporate material, nonfinancial factors in our 

risk management, underwriting decisions and in our investment 

selection in both internally managed assets and those managed 

by third parties. Our business resiliency plans and cyber and data 

security programs focus on protecting both our business and 

the customers who entrust us with their personal information. 

In 2019, we launched an employee committee to reduce our 

environmental footprint across global offices. 

ESG AT ARCH

12  |  
In 2020, our first ESG Sustainability Report and Sustainability Accounting 

Standards Board Report are available at archcapgroup.com.
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