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

(Unaudited)
March 31, December 31,

Assets 2009 2008
Investments:
Fixed maturities available for sale, at fair value (amortized cost: 2009, $8,731,063; 2008, $8,308,558)......... $8,535,712 $8,115,767
Short-term investments available for sale, at fair value (amortized cost: 2009, $740,267; 2008, $468,875)... 740,797 470,373
Investment of funds received under securities lending agreements, at fair value

(amortized cost: 2009, $571,102; 2008, $950,330).....c.cccveieiirirrirreieierieeeteereerese et e et a e ereerenns 550,821 730,194
Other investments (cost: 2009, $114,779; 2008, $125,858) ...oecveeieieieieerieeee et eee et e e et eereeereens 104,988 109,601
Investment funds accounted for using the equity Method..........ccceeiiririiiiniininiiereeceee e 293,452 301,027
TOtAl INVESTIMENIES. .......vvieeeireeeeeeee e ettt e eeteeeeeteeeeeteeeeeeteeeeeaeeeeeaseeeesaeeeeseeeeesseeeesseeeeaseeeenaseeeensssesenseeeensseeeeseeeans 10,225,770 9,726,962
[ T USROS URURRRPRURPUPE 229,777 230,856
Accrued INVESTMENT INCOIMIE ........cccuvieiiiiieeeteeeeeeeeeeiteeeeeiteeeeeaeeeeeaeeeeeaeeeeetseeeesseeeeseeeeesseeeesseeeeseeeensseeesseeeans 65,325 77,988
Investment in joint venture (cost: 2009 and 2008, $100,000)........c.ccuerieiririrririerieieieeeeere ettt eees 101,143 98,341
Fixed maturities and short-term investments pledged under securities lending agreements, at fair value........ 559,691 728,065
PremiUmS TECEIVADIE ......cccvviiiiieiieeiiee ettt e et ee e e et e e e et e e eetaeeeeaeeeeeaeeeeeaseeeenseeeeeaseeeentseeeeseeeans 769,903 660,575
Unpaid losses and loss adjustment eXpenses reCOVETAIL .......ccuccuiriiriirieriinienienieeetene ettt 1,842,627 1,860,674
Paid losses and loss adjustment eXpenses reCOVETADIE ..........cocivirierieieirinineneneeceeee ettt 76,945 63,883
Prepaid reinSUranCe PreIMIUINS. ......coueitiruirierieriierteettet et tete sttt estee b et estesbe et e sbe et e sbe et e sbeemsesbeenesbeestenseeanenaens 302,516 320,501
Deferred INCOME tAX ASSELS, NEL ....c.uviiieriieeeiieeeeteeeeiteeeeeteeeeeteeeeteeeeeiteeeeetseeeeesseeeeseeeesseeeesseeeeseeeentseeeeseeeans 61,080 59,223
Deferred aCqUiSTON COSES, MEL...c..eiutiutiriiriieieriieitentteteettete ettt ett ettt etesbe et sbeetesbe et e sbeesbesbeesnesbeeseenseenenaeene 313,973 295,192
Receivable fOr SECUIIIES SOI .......couviiiiiiiiieiie ettt e e e e et e e e et e e e e e e e e eateeeeetaeeeeneeeenn 1,191,895 105,072
Other assets 323,889 339,221
Total Assets $16,064,534 $14,566,553
Liabilities
Reserve for losses and 105s adjUSIMENE EXPEIISES.......coueererurerrereenriniieniertentesirenteeieenresrestesseessessnessesseessesnessenne $7,841,163 $7,798,496
UNEAINEA PIEIIHUITIS. ....evteuteeiieteeiteteetteteettetesteesteettete et tesbesteetesseenbeebeensesbeeabesbeensesseenbesbeensenseenbesbeensenseensenseens 1,645,369 1,543,476
Reinsurance balances PAYADIE .........ccc.eoiiriiriiiiiniiiiceet ettt s sae e 176,783 153,082
Securities 1ending PAYADIE ........c..ociviiiriiriiieicreee ettt sttt 574,337 753,528
Payable for SECUrIties PUICRASEA. ......c..ceruiriiierieieeitetee ettt sttt ettt e s bt e be bt e b e sbeestesbeebenaeens 1,433,732 123,309
ONET THADIIITIES ...vvevveveeeieetiete et ete e tet e et et et ebeeteete e st ebeesaesseeseesseessessessaesseassessassseseassessanssansaassessasssensenssensanns 386,186 399,233
Total Liabilities 12,057,570 10,771,124
Commitments and Contingencies
Shareholder’s Equity
Common shares ($1.00 par value, 2,560,000 shares authorized, issued: 2009 and 2008, 2,560,000).............. 2,560 2,560
Additional Paid-in CAPILAL.......ccuirieriiiieiieiee ettt sb et st et b et bt et bt et e b e enbesbeebenaeens 2,200,310 2,196,071
RELAINEA CATNINEZS ...eveeutiiieiiiniietertieieet ettt ettt ettt sttt ettt s e besa et e bt e bt s et e st e e mt e b e eanesteemeebeeanenaene 2,065,662 1,852,789
Accumulated other comprehensive income (loss), net of deferred inCOME taX.......ccceevvereerienersieneereneenienenne (261,568) (255,991)
Total Shareholder’s EQUILY............cccoccviiiiiieiiicieiiceeeee ettt te et e sbe e e e ste e e e beesaessaesaesseessessaens 4,006,964 3,795,429
Total Liabilities and Shareholder’s EQUILY .............cccooiiriioiiiiieee e $16,064,534 $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)
Three Months Ended
March 31,
2009 2008

Revenues

INEt PIEIMIUIMS WITEEETL «..vvtveeteaietenieteieetesteeeieeetes e teeetene sttt seseesesesseseeseseseseeeseneeseneesesessenensesensasan $822.,863 $811,342
Increase in unearned premiums (122,299) (103,108)
NEt PremMiumS CAMEM .....c.cevueeierieeiertieienteetesteete it etesttetesteestesteetesteestesseesbesseeseesseensesseensesseensenee 700,564 708,234
NEt INVESIMENT INICOIMIE .......vvviieiieiieeiiee et e eeie e e et eeeeeaeeeeeeteeeeeaeeeeeaaeeeeaeeeeeseeeeesseeeesreeenseeeesseeas 96,113 121,381
Net realized GAINS (JOSSES) ..ecverueetirtirierieeientieie st ete st etesteete st etesteeste s bt esbesbeeseessesnsesseenaesseennenee (5,217) 47,370
Total other-than-temporary impairment LOSSES ........c.ueeeeiererriirirrienenieneereneeeesreere e eeesreeneee (92,989) (12,711)
Portion of loss recognized in other comprehensive income (loss), before taxes..........cocceeveveenene 56,855 —
Net impairment 10sses 1ecOgnized 1N SATMINGS.....c..eeverrirrrerierrieneeieneeterreerenteeeenreereseeeeesreenenee (36,134) (12,711)
FEE INCOIME ...ttt ettt et s e e bt e st eeteesebeeseeeneeenseeenseenseeensaesnseenneennee 55 186
Equity in net income (loss) of investment funds accounted for using the equity method ... (9,581) (22,313)
OBREI IIICOIMIE ...ttt ettt e e e e et e e e ettt e e eateeeeaaeeeeetseeeeaeeeeeaseeeentseeeenseeeens 3,951 4,036
TOLAl TEVEIMUES .........oeouviiiiieiieeiie ettt et et et e st e ebeesabe e teesaseebeeeaseesssesaseeseeessaessseenseeasseensens 749,751 846,183
Expenses

Losses and 10SS adjuStMEnt EXPENSES.....c..eeuerreererierientieienieetenteeresieestesseeeresteeeesseeasessessaessessnenne 400,542 404,417
ACQUISTEION EXPEIISES ..vevvvenreureieemtitieiterteeitenteettesteestessteusesteeseesseessesteemaesseessesteeseenseeasesseesaensesnnenne 126,458 114,639
Other operating expenses 80,758 91,602
Net foreign exchange (Zains) IOSSES ......coueruiririeriiiirieiene ettt (25,205) 23,587
TOtAl EXPIISES ..ottt ettt ettt st 582,553 634,245
Income before INCOME tAXES .............ccooeviiiiiieiiieiiiciee ettt ettt ae et e b e saeeeteesaneeaeeenes 167,198 211,938
TNCOME tAX EXPEISE «..eeniiieiiteiieiiteeite ettt ettt ettt st et e st e bt e sateesbaesabeenbteeateesanesbeenane 9,333 7,791
INEEINCOME...........oooveiieieeeeeeeeeeeee ettt ettt ettt ae et e te s et e s et eas et eesesesseseseanann $157,865 $204,147

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.



