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

(Unaudited)
June 30, December 31,

Assets 2009 2008
Investments:
Fixed maturities available for sale, at fair value (amortized cost: 2009, $8,925,434; 2008, $8,308,558)........ $8,937,810 $8,115,767
Short-term investments available for sale, at fair value (amortized cost: 2009, $652,119; 2008, $468,875)... 659,582 470,373
Investment of funds received under securities lending agreements, at fair value

(amortized cost: 2009, $570,816; 2008, $750,330).......cccivrurrerreririereriererisreesieesseessesessssesessee e sseseseesenees 556,473 730,194
Other investments (cost: 2009, $115,534; 2008, $125,858) .......cccecvrvrrererurrerierereneneareesesseseeresessessssesessesessesens 115,260 109,601
Investment funds accounted for using the equity Method..........ccocerviiiiiiii e 370,165 301,027
QLI L= 11T L (S 10,639,290 9,726,962
L T o OSSOSO 324,331 230,856
ACCIUET INVESIMENT INCOIME ...ttt ettt ettt e ettt e e et e e e s seb e e s sateeesesbeeesabeeesssseeesasaesesbaeessbsessssssesssabenesbeeesins 70,791 77,988
Investment in joint venture (cost: 2009 and 2008, $100,000) 100,656 98,341
Fixed maturities and short-term investments pledged under securities lending agreements, at fair value......... 559,385 728,065
Premiums FECEIVADIE .......oiieiii et e e e e s bt e e s e bt e e s b b e e s e bt e s s bt e s e sabeeesabaee s 776,280 660,575
Unpaid losses and loss adjustment eXpenses reCOVEIabIE.............ccvieiiieiiiii s 1,868,982 1,860,674
Paid losses and loss adjustment eXpenses reCOVEIADIE ............coviiiiiieiiceere e 53,985 63,883
Prepaid reinsurance premiums..........ccoeveieiervennnn. 306,035 320,501
Deferred income tax assets, net 62,922 59,223
Deferred aCqUISITION COSES, NMEL........coiiiiiieiiieie ettt sttt e b e e seebe b e te st e b et eseebesbesrebeseanes 307,896 295,192
RECEIVADIE TOI SECUITIES SOIA ..ottt et e et e e et e e s e bt e e s ebb e e s st e e s sebaaesssabesssabasssabeneasns 1,192,658 105,072
(O] 1 g T= = T T=) TR 346,048 339,221
TOLAI ASSELS ...ttt b e bk e bR e bbb e bbb bbb $16,609,259 $14,566,553
Liabilities
Reserve for 10sses and 10SS adjUSIMENT EXPENSES. ......cveviriieiiriirieieeeeee st steste e a e e sbe st sbesaess e esesbesresseeans $7,937,768 $7,798,496
UNEAINEA PrEIMIUMIS......etiiiuieiietieteeteste ettt testestes e e es e etesbesbesbesseseeseeteebesbesbe e e seaseebeebenbeabensensateabesbeneeseeneans 1,655,536 1,543,476
Reinsurance balanCes PAYADIE .........coo i b 180,261 153,082
Securities 1eNdING PAYADIE ........c.oiiiiie ettt a et 574,014 753,528
Payable for SECUNTIES PUICNASEA. .........oiviiiieiiiei ittt 1,432,395 123,309
L@ Lo R T o1 41T PP STSR 422,211 399,233
TOLA LIADITITIES ...ttt bbbttt 12,202,185 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.......ceoi ettt st sttt b e e e enea 2,188,140 2,203,440
RETAINEA BAIMINGS ...ttt ettt et et et e b et e s e e beete st e b e b e ss e s e ebeebe et e b e be st e s enseteebesbessesteseans 2,240,231 1,845,420
Accumulated other comprehensive income (loss), net of deferred iNCOME taX.........cccvvvirieiiriinncinece (23,857) (255,991)
Total SHArENOIAEI™S EQUITY ......ccuiiiitiiiiiieieiee ettt ettt sttt reeb et ste st et enseseenesbesaenben 4,407,074 3,795,429
Total Liabilities and Shareholder™s EQUILY ........c.cciiiiieiiriiiiiein et $16,609,259 $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)
Six Months Ended
June 30,
2009 2008

Revenues

NEL PrEMIUMS WIEEN ...ttt bbbt e et et e b b e s e seebaetesbesaenn e $1,516,717 $1,497,460
INcrease in UNEArNEA PreMIUIMIS ........oviiiiieite ettt ettt b bbb sbe e (116,895) (83,551)
NEt PrEMIUMS BAIMNE .. ... i iteeeeieeei ettt ettt ettt et et e e et et e besbeseenbeseeneebesee e seenene 1,399,822 1,413,909
Net investment income 196,657 238,376
Net realized gaing (I0SSES) .. ..viueivirieieiieiieste ettt sttt sbe st et neebesae e neenene (17,004) 45,442
Total other-than-temporary impairmMeNnt [0SSES .........cccevirieririeieriiese e (113,646) (23,460)
Portion of loss recognized in other comprehensive income (loss), before taxes...........ccoccvvevnenn. 56,649 —
Net impairment 10sses recognized iN EarNINGS........cvcvvveiierieieie i (56,997) (23,460)
FEE INCOME ...ttt bbbt b bbbttt b bbb e 77 544
Equity in net income (loss) of investment funds accounted for using the equity method ............. 66,309 (2,730)
(O LT 121010 ] 1 (TR ORRTTR 8,901 9,004
Total revenues 1,597,765 1,681,085
Expenses

Losses and 10SS adjUStMENT EXPENSES. .....c.vieiuerueierieriaresieste et restestestesaeeese e sbessesbeseeseesesseseeseenes 799,400 809,042
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 250,272 233,865
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 168,320 182,820
Net foreign exchange losses 28,453 23,289
L0 - L=y o 1=] T USSP 1,246,445 1,249,016
INCOME DEFOrE INCOME TAXES .....vieieiieieeeete ettt 351,320 432,069
INCOME TAX EXPEISE ...ttt sttt sttt ettt b et e b e e bt ebe e bt s b e et e eb e et e sbeebesbeenbeereennen 17,978 12,849
LN Y T Toto T3-SRSO $333,342 $419,220

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.



