ARCH REINSURANCE LTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(U.S. dollars in thousands, except share data)

(Unaudited)
December 31, December 31,

Assets 2009 2008
Investments:
Fixed maturities available for sale, at market value (amortized cost: 2009, $9,220,349; 2008, $8,308,558)... $9,384,743 $8,115,767
Short-term investments available for sale, at market value

(amortized cost: 2009, $548,847; 2008, $A68,875).......cuerrruererreririeririaterisieesiere e sttt seeeene s 549,867 470,373
Investment of funds received under securities lending agreements, at market value

(amortized cost: 2009, $96,590; 2008, $493,902).........ccurrrererirririeerieereree et es 91,160 473,766
TALF iNVEStMENLS, At MATKEE VAIUE. ... ...oiiiiiii ittt st eb s st e e e s eb b e e st e e s saba e s enaeas 250,265 —
Other investments (cost: 2009, $162,505; 2008, $125,858) ..........ccervireriruererreerieersaseesseesiesesessessesessssessssesens 172,172 109,601
Investment funds accounted for using the equity Method.............cocoviiiiiiiii e 391,869 301,027
TOLAL TNVESTMENES ..veieieteie e ettt ettt e ettt e e ettt e e st e e e sttt e s ebeteessateesssteeesbseeesabaeesabteeesasseessabeeesabeeesssseaesaseeesssteessssees 10,840,076 9,470,534
L T o P 316,421 230,856
Accrued investment income 70,605 77,988
Investment in joint venture (cost: 2009 and 2008, $100,000) 102,855 98,341
Fixed maturities and short-term investments pledged under securities lending agreements, at market value... 212,820 728,065
Securities purchased under agreements to resell using funds received under securities lending agreements .. 115,839 256,428
PremiumS FECEIVADIE ......ooiieiii et e et e e s bt e e s e bt e s s b b e e s e bbb e e e bt e s e sabaeesabaees 618,257 660,575
Unpaid losses and loss adjustment expenses recoverable.... 1,783,260 1,860,674
Paid losses and loss adjustment eXpenses reCOVErADIE ............coviiiiiiiiiiee e 61,355 63,883
Prepaid reiNSUFANCE PIrEMILIMS. ......iiuiiiieiieti et ste st e et esbe bt e e st tesbesbeseeseeseeseebesbesbesteseeseeneeseaneatesbeseeneeneane 287,135 320,501
Deferred aCqUISTLION COSES, NMEL.........oiiiiiieiiieeite ettt bbbt b e bbb se et et e bt bbb ens 280,372 295,192
RECEIVADIE TOI SECUITIES SOIU ... .eiieeieiceieee ettt ettt et e e ettt e s et et e e st e eeseabeeesbeeesabaeeessabesssbeeesabeneses 187,171 105,072
(0] L= = 3T=) TR 432,268 398,444
QLI LX) OSSR $15,308,434 $14,566,553
Liabilities
Reserve for 10sses and 10SS adjUSIMENT EXPENSES. ......c..cuiuirieiirierieieeeieie sttt sb et sbe e b eens $7,997,172 $7,798,496
UNEAINEA PrEIMIUMIS.....etiiieuieiietieti et ste ettt te st e te st e e e eseetesbesbesbes s eseeseeteebesbesbeseeseeseaseebenbeebesenseteabeabeseeseeneans 1,442,481 1,543,476
Reinsurance balanCes PAYADIE ... ..ottt ettt be e ens 164,922 153,082
TALF borrowings, at market value 217,565 —
Securities 1eNdIiNg PAYADIE ........c.oi ettt b e b e e 219,116 753,528
Payable for securities purchased 136,381 123,309
(@3 T=T T o 1 41T PR 459,093 399,233
QLI L= L I T Vo ) =TSRSS 10,636,730 10,771,124
Commitments and Contingencies
Shareholder’s Equity
Common shares ($1.00 par value, 2,625,000 shares authorized, issued: 2009 and 2008, 2,560,423).............. 2,560 2,560
Additional PaId-IN CAPITAL.......coviiiiiiiir bbb ettt 2,225,752 2,203,440
L C e UL LTo l=T: g 1 T OSSPSR 2,304,966 1,845,420
Accumulated other comprehensive income (loss), net of deferred INCOME taX.......ccceoveereieneiiiieieicceee 138,426 (255,991)
Total SNArENOIAEI™S EQUITY......ccuiiieitiieeieeeiet ettt ettt st b e et b et e b e e e b e e eneareeneebeseeneens 4,671,704 3,795,429
Total Liabilities and Shareholder’s EQUILY .........cocoooiiiiiiiii et $15,308,434 $14,566,553

The above financial information regarding Arch Reinsurance Ltd. has been provided to reinsurance intermediaries. This information only
relates to Arch Reinsurance Ltd., and as a result, Arch Capital Group Ltd. (“ACGL”) has determined to make it publicly available through its
website, and no express or implied representation or warranty is made by ACGL, or any other person, as to the foregoing, and no person
undertakes any obligation to publicly update or revise this information. For more information on ACGL and its subsidiaries, please refer to

periodic reports that are filed by ACGL with the Securities and Exchange Commission from time to time.



ARCH REINSURANCE LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(U.S. dollars in thousands, except share data)

(Unaudited)
Twelve Months Ended
December 31,

2009 2008

Revenues

NEL PrEMIUMS WIEEN ...ttt bbbt e et et e b b e s e seebaetesbesaenn e $2,763,112 $2,805,726
Decrease in UNEArNE PIrEMIUIMS ........cuiiiiiereeieeeieete sttt sbe et sbe st b e et ebesae b sbennens 79,633 39,728
NEt PrEMIUMS BAIMNE .. ... i iteeeeieeei ettt ettt ettt et et e e et et e besbeseenbeseeneebesee e seenene 2,842,745 2,845,454
Net investment income 389,958 467,231
Net realized gaing (I0SSES) .. ..viueivirieieiieiieste ettt sttt sbe st et neebesae e neenene 143,529 (5,282)
Other-than-temporary impPairMeNt I0SSES.......c.civiiiiiiierieie et (147,509) (181,071)
Less investment impairments recognized in other comprehensive income, before taxes ............. 81,376 —
Net impairment 10Sses recognized iN BarNINGS......c.covvivveviieiieie e (66,133) (181,071)
LTI T 1010 1 [T RS 100 1,261
Equity in net income (loss) of investment funds accounted for using the equity method ............. 167,819 (178,608)
OtNEE INCOIMIE ..ttt ettt e e et e e e ettt e e s st e e e s ebbe e e sbaeesebstasssbbeessabaessbeaessssbesssabeessaransase 20,016 12,282
Total revenues 3,498,034 2,961,267
Expenses

Losses and 10SS adjUStMENT EXPENSES. .....c.vieiuerueierieriaresieste et restestestesaeeese e sbessesbeseeseesesseseeseenes 1,654,674 1,848,744
ACUISTTION BXPENSES ...vvivverierietisteetesiete e seete s e st et et e e e e e teetesb e te st e s esseseebeabesbe st e s esseseesesbestesbeeens 493,560 490,509
Other OPEratiNG EXPENSES. ... c.veuieriiieiterieteieteteseste et e e e e e e s e st e s e s eseese e e abesbe s esseseeseeteabesbensesbeseas 360,413 366,670
INLEreSt EXPENSE ...ovvvvieiiriierecee e 1,625 —
Net foreign exchange (gains) losses 39,157 (96,585)
TOTAL EXPENSES ...ttt b bbb b e bbbt bbbttt b bt 2,549,429 2,609,338
INCOME DEFOre INCOME TAXES ......ieieeeeieeiete ettt 948,605 351,929
INCOME TAX EXPEINSE ...eevviieenteitie ettt st e ettt et e et e b e e s e beeseesbeeseesbeabe e besbeenbesbeebesbeebesreennens 20,120 12,882
INBE INMCOMIE ..ttt bbbttt bbbttt $928,485 $339,047

The above financial information regarding Arch Reinsurance Ltd. has been provided to reinsurance intermediaries. This information only
relates to Arch Reinsurance Ltd., and as a result, Arch Capital Group Ltd. (“ACGL”) has determined to make it publicly available through
its website, and no express or implied representation or warranty is made by ACGL, or any other person, as to the foregoing, and no person
undertakes any obligation to publicly update or revise this information. For more information on ACGL and its subsidiaries, please refer to
periodic reports that are filed by ACGL with the Securities and Exchange Commission from time to time.



