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

(Unaudited)
September 30, December 31,

Assets 2009 2008
Investments:
Fixed maturities available for sale, at market value (amortized cost: 2009, $9,014,159; 2008, $8,308,558)... $9,259,508 $8,115,767
Short-term investments available for sale, at market value

(amortized cost: 2009, $667,898; 2008, $A68,875).......ccervrueirirririeieriaieirieesiereseee sttt enene s 677,941 470,373
Investment of funds received under securities lending agreements, at market value

(amortized cost: 2009, $621,095; 2008, $750,330).......cuervrerrerrrrereererearererseesiereseeeseesesessenesseeseeseseeseseesenenes 611,496 730,194
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 250,517 —
Other investments (cost: 2009, $147,468; 2008, $125,858) .......c...ccvrrierirueerieeriaesiaseesseessesesessessesessssessssesens 154,526 109,601
Investment funds accounted for using the equity Method.............cocoviiiiiiiii e 376,381 301,027
TOLAL TNVESTMENES ..veieieteie e ettt ettt e ettt e e ettt e e st e e e sttt e s ebeteessateesssteeesbseeesabaeesabteeesasseessabeeesabeeesssseaesaseeesssteessssees 11,330,369 9,726,962
CaSN ettt h e b et et ettt ebeebeehe et et e At eheeteebeebe b et e At ebeebeebentebereeaeeteetestentenens 368,060 230,856
Accrued investment income 77,705 77,988
Investment in joint venture (cost: 2009 and 2008, $100,000) 101,473 98,341
Fixed maturities and short-term investments pledged under securities lending agreements, at market value... 609,334 728,065
[ T (VT S T AVZ: o] (TSR 727,994 660,575
Unpaid losses and loss adjustment eXpenses reCOVErabIe............oooiiiiiiiiine s 1,836,286 1,860,674
Paid losses and loss adjustment expenses recoverable .... 59,156 63,883
Prepaid reiNSUFANCE PIEMIUIMIS. ...t ittt sttt ettt sb etttk b e e e e e ebt et e eb et et e e s e ebe e s e ebe et e sbe b e ene e 297,488 320,501
Deferred aCqUISTLION COSES, NMET........oiiiiiieiiieie sttt sttt seetesbestesbeseeneeseanesbesbeneseanes 303,826 295,192
RECEIVADIE TOI SECUTITIES SOIA ......iiiveiiiciiice ettt e e s et e e s s e e s s eba e e s s sabe s e sabaessabeaeaans 998,431 105,072
(@ T=T R T3T=) TP U T T TR 399,962 398,444
TOTAL ASSEES ...uveueetiitiete et e ettt te st et et et et eteebesbe st et e e e st ebeebesbe st et e b ensebeebeebe st et e b entebeebeebestebestenterseneereebenten $17,110,084 $14,566,553
Liabilities
Reserve for 10sses and 10SS adjUSIMENT EXPENSES. ......c.vririiriiieirieririirei ettt $8,006,116 $7,798,496
UNEAINEA PIEIMIUMIS......etiteateieetieti ettt ettt ettt h bt b e b b e e et e s e e b e e bt e b e s b e b e s e e bt e b e bt s b e b et ent et e ebesbe s b e e eneens 1,641,717 1,543,476
Reinsurance balanCes PAYADIE ........coiiiieiee et bttt sttt ens 172,644 153,082
TALF borrowings, at MArket VAIUE............ooi ittt bttt se e e ne e 219,843 —
Securities 1eNdiNg PAYADIE ........c.vciiiiiieec e et nb et ens 625,706 753,528
Payable for SECUNTIES PUICNASEA. .........oouiiiieeieiie ettt sttt e 1,197,411 123,309
Other liabilities 433,276 399,233
Total Liabilities 12,296,713 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.......cveieeiieiiee ettt b ettt ettt neeneas 2,217,577 2,203,440
RETAINE BAIMINGS ...ttt bbb bbbtk b e bbb e b e e bt e bt e bt e bt e b e e e ne et e eb e et b e e eneans 2,371,662 1,845,420
Accumulated other comprehensive income (loss), net of deferred iINCOME taX.......ccceveiviiieieiicicieiesesees 221,572 (255,991)
Total SHArENOIAEI™S EQUITY ....c..cviiiitiieieieiee ettt b et b et s e be st e sbe st e e e st eraeseebesrenaens 4,813,371 3,795,429
Total Liabilities and Shareholder’s EQUILY ........c.c.coioviiiiiiiiici e $17,110,084 $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)
Nine Months Ended
September 30,
2009 2008

Revenues

NEL PrEMIUMS WIEEN ...ttt bbbt e et et e b b e s e seebaetesbesaenn e $2,244,025 $2,190,152
INcrease in UNEArNEA PreMIUIMIS ........oviiiiieite ettt ettt b bbb sbe e (109,818) (43,212)
NEt PrEMIUMS BAIMNE .. ... i iteeeeieeei ettt ettt ettt et et e e et et e besbeseenbeseeneebesee e seenene 2,134,207 2,146,940
Net investment income..... 296,177 355,283
NEL FEAIIZEU GAINS ...vveveii ettt et et e et beebesbe st b e e eneebeseesbeseenene 53,632 22,446
Other-than-temporary impPairMeNt I0SSES.......c.civiiiiiiierieie et (142,663) (105,905)
Less investment impairments recognized in other comprehensive income, before taxes ............. 81,023 —
Net impairment 10Sses recognized iN EarNINGS........ccccvveiverieiiieie e (61,640) (105,905)
FEE INCOME ...ttt bbbt b bbbttt b bbb e 89 616
Equity in net income (loss) of investment funds accounted for using the equity method ............. 135,428 (4,461)
OtNEE INCOIMIE ..ttt ettt e e et e e e ettt e e s st e e e s ebbe e e sbaeesebstasssbbeessabaessbeaessssbesssabeessaransase 14,588 12,071
Total revenues 2,572,481 2,426,990
Expenses

Losses and 10SS adjUStMENT EXPENSES. .....c.vieiuerueierieriaresieste et restestestesaeeese e sbessesbeseeseesesseseeseenes 1,244,314 1,357,928
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 373,011 367,278
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 261,421 272,717
INLEreSt EXPENSE ...ovvvvieiiriierecee e 270 —
Net foreign exchange (gains) losses 48,208 (45,106)
TOTAL EXPENSES ...ttt b bbb b e bbbt bbbttt b bt 1,927,224 1,952,817
INCOME DEFOre INCOME TAXES ......ieieeeeieeiete ettt 645,257 474,173
INCOME TAX EXPEINSE ...eevviieenteitie ettt st e ettt et e et e b e e s e beeseesbeeseesbeabe e besbeenbesbeebesbeebesreennens 20,076 10,885
INBE INMCOMIE ..ttt bbbttt bbbttt $625,181 $463,288

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.



