Arch Capital Group Ltd.

2025 ANNUAL REPORT




FINANCIAL HIGHLIGHTS

GROSS PREMIUMS WRITTEN

$22.9B

NET LOSS RESERVES

$24.5B

TOTAL ASSETS

$79.2B

TOTAL CAPITALIZATION

$26.9B

(Amounts in U.S. $ million, except percentages and per share data)
Book value per common share at year end
Net income available to common shareholders
Per share
Annualized net income return on average common equity
Gross premiums written
Underwriting income*
After-tax operating income*
Per share*

Annualized operating return on average common equity*

2025 2024 Change
$65.11 $53.11 22.6%
$4,359 $4,272 2.0%
$11.60 $11.19 3.7%
20.1% 22.8%

$22,878 $21,511 6.4%
$2,933 $2,661 10.2%
$3,700 $3,542 4.5%

$9.84 $9.28 6.0%

17.1% 18.9%

Growth in Book Value per Common Share + Accumulated Common Dividends
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* We use non-GAAP financial measures in this report. The first mention of each non-GAAP financial measure is referenced by an asterisk (*).

See Additional Information for a reconciliation to the most comparable GAAP financial measures.

t Annualized growth rate from Dec. 31, 2001, to Dec. 31, 2025, including all accumulated special cash dividends paid to common shareholders.

Excludes the effects of stock options, restricted and performance share units outstanding.

©2026 Arch Capital Group Ltd. All rights reserved.



NICOLAS PAPADOPOULO
CEQ, ARCH CAPITAL GROUP LTD.

To Our Shareholders,
2025 was another record year for Arch.

The strength of our global enterprise and adaptability of our teams
enabled us to deliver outstanding full-year results, including $3.7 billion
of after-tax operating income — the highestin our history—and a
22.6% increase in book value per share. This performance was especially
noteworthy given the significant adverse impact of the California wildfires
atthe beginning of 2025.

QOur ability to apply disciplined cycle management and adapt quickly to
changing market conditions across our diversified platform produced
outstanding results. Our Property and Casualty (P&C) Insurance and
Reinsurance segments wrote a record $15.4 billion of net premiums and
generated more than $1.9 billion in underwriting income. Our Mortgage
segment — unique among our peer group — delivered an additional

$1.0 billion of underwriting income. Investments contributed $1.6 billion
of netinvestment income, further strengthening our overall performance.

Our 2025 results stand on their own and, viewed over the long term,
reinforce the consistency of our strategy and the value disciplined
execution across market cycles provides for our shareholders. As
competition intensifies and artificial intelligence (Al) reshapes the industry,
our deep bench of talent, performance-driven culture and enduring
operating principles provide the foundation for continued

strong performance.
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Underwriting Segments

Arch writes specialty P&C (re)insurance and mortgage insurance
on a worldwide basis through its wholly owned subsidiaries. We
pride ourselves on our nimbleness and creativity, and we seek out
opportunities where we can use our capital to serve our clients and
achieve superior results.

Insurance

The Insurance segment delivered solid performance in 2025, writing
$7.8 billion of net premiums, a 13% increase from 2024, while
delivering $375 million of underwriting income.

The integration of the U.S. Middle Market Commercial and
Entertainment business, acquired in 2024, progressed as planned.
The expansion of our middle market business is core to our growth
strategy and should generate long-term benefits for our shareholders.

Throughout the year, our underwriters prioritized insuring lines
where pricing kept pace with loss trends and exercised restraint

in more competitive areas. This selective approach is designed to
preserve healthy margins and reflects the disciplined execution that
defines how our underwriting teams approach the market.

Reinsurance

2025 was another record year for our Reinsurance segment with
$1.6 billion of underwriting income and $7.6 billion of net premiums
written. The team continued to manage exposures carefully while
capturing attractive opportunities, a cycle-aware approach that
resulted in an 80.8% combined ratio, an improvement of 240 basis
points from 2024,

Arch Re is well-established as a leading global reinsurer, and
the diversity of our reinsurance portfolio allows us to act on
opportunities as they emerge. Strong relationships with brokers
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and cedants, combined with our reputation for providing creative
solutions to challenging problems, further enhance our ability to
operate effectively across market cycles.

Mortgage

Our Mortgage segment produced $1.0 billion of underwriting income,
reinforcing its role as a reliable contributor to Arch's results. Growing
new insurance written remains challenging because of limited new
housing supply and elevated mortgage interest rates, but stable
persistency — and the exceptionally strong credit profile of our
in-force book — continued to generate steady returns.

Investments

Supported by robust operating cash flows, our investment portfolio
reached more than $47 billion at year-end, an increase of $6.0
billion from 2024.

Ourinvestments team effectively managed market volatility,
balancing risk and return while maintaining liquidity and capital
strength. We expect our growing investment base to continue
supporting strong earnings and long-term value creation.

Capital Management

Prudent capital stewardship remains central to our strategy. In 2025,
we deployed capital organically through our underwriting operations
while repurchasing $1.9 billion of common shares (representing 5.6%
of common shares outstanding at the start of 2025), reflecting our
confidence in the long-term value of Arch stock.

Our capital management philosophy remains unchanged:
deploy capital into opportunities that meet our return thresholds,
maintain a strong balance sheet, and return capital when organic
opportunities do not meet our standards.



Strategic Priorities

We are operating in a time of rapid change. Competition is robust and Al
is transforming both the insurance industry and the global economy. We
recognize the scale of this change, and we are focused on ensuring Arch
is positioned to meet the opportunities ahead.

Our 2030 Strategic Vision — to be the first-choice global specialty
(relinsurer by providing our customers the valuable insights and
innovative solutions that enable their unique ambitions —is our North
Star. The work we accomplished in 2025 is foundational to achieving our
ambitions and Vision and, combined with our enterprise-wide strategic
priorities, ensures we remain focused on building a stronger and more
agile Arch.

Our People

Our achievements reflect the expertise and commitment of our
employees. Their ability to adapt, collaborate and execute is
fundamental to how we serve our customers, partners and shareholders.

Our 2025 employee survey showed high engagement and strong
alignment with our Values. Arch remains an employer of choice for
motivated individuals looking to make meaningful contributions and
build their careers.

Investing in leadership development and acquiring top talent are
essential to helping our employees grow and our company succeed.

Outlook

From the beginning, Arch's commitment to maximize long-term
shareholder value has been unwavering. Since our recapitalization in
2001, book value per share has grown at a compound annual growth
rate in excess of 15%, placing us at the top of our peer group and
establishing Arch as one of the best investment opportunities in the
P&C sector.

As we enter our 25th year, we do so with measured confidence. Market
conditions are evolving, but our diversified specialty platform, strong
balance sheet and disciplined approach have us well-positioned

to continue creating long-term value. We will invest in attractive
opportunities, remain selective where conditions are competitive and
continue advancing the capabilities — from underwriting insight to
data, analytics and Al —that strengthen our advantage.

Thank you to our employees for their dedication, to our distributors
and clients for their trust, and to you, our shareholders, for your
continued confidence and support.

ﬂj)wa«: %&f/wbws’/

Nicolas Papadopoulo
Chief Executive Officer
Arch Capital Group Ltd.
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KEY RATIOS 2025 2024
Loss Ratio 61.3% 61.4%
Underwriting Expense Ratio 33.9% 33.4%
Combined Ratio 95.2% 94.8%

In 2025, the Insurance segment leaned into its diverse product mix and specialty insurance expertise to write $7.8 billion of net premiums, a 13%
increase from 2024. Despite significant losses in the first quarter, primarily attributed to the California wildfires, the Insurance segment finished
the year with a 95.2% combined ratio and a 91.0% combined ratio excluding catastrophic activity and prior-year development*. Net premium
growth in Arch Insurance North America was primarily driven by our enhanced U.S. Middle Market Commercial and Entertainment platform. Arch
Insurance International furthered its lead placement role at Lloyd's and expanded its presence in continental Europe and Australia.

2025 HIGHLIGHTS

m Wrote $10.4 billion of gross premiums, a 15.3% increase
from 2024.

B Furthered the integration and optimization of the U.S.
Middle Market Commercial and Entertainment businesses
acquired in August 2024.

B Broadened international expansion through key hiresin
Spain, France and Australia.

B Developed additional specialties on its North American
and International platforms, including new initiatives in
Construction and Marine.

® Continued to embed Al-powered automation into end-to-
end processes, including data extraction, to assist with
faster submission clearance.

B Arch Insurance North America and Arch Insurance
International both recognized as 5-Star Claims award
winners by Insurance Business.
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an asterisk (*). See Additional Information for a reconciliation
to the most comparable GAAP financial measures.

2025



KEY RATIOS 2025 2024

;:% ArCh ‘ Re Loss Ratio 56.8%  59.7%

Underwriting Expense Ratio 24.0% 23.5%
Combined Ratio 80.8% 83.2%

Arch Re generated $1.6 billion of underwriting income in 2025, representing the third consecutive year of record results for the segment. In a
transitioning reinsurance market, Arch Re leveraged the depth and diversity of its platform to write more than $7.6 billion of net premiums. The
consistent approach to risk-taking and reliable delivery of solutions to clients and brokers has earned Arch Re an enhanced position as a market
leader. The ability to navigate evolving market conditions by consistently and creatively providing superior insights and solutions to its clients is
how Arch Re has established itself as a reliable and collaborative business partner.

2025 HIGHLIGHTS REINSURANCE NET PREMIUMS WRITTEN
m Wrote $11.1 billion of gross premiums and $7.6 billion of Marine and Aviation Other
net premiums for 2025. 4.0% 2.0%
B Generated arecord $1.6 billion of underwriting income, Property
a 27% increase from 2024. CataS:TF;Ef N Specialty
« 1770 .
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. . [
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19.8%
B Welcomed 61 new colleagues to the global Reinsurance
team, establishing itself as a highly attractive destination
for top talent.
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L:’é Arch ‘ MI

KEY RATIOS 2025 2024
Loss Ratio =0.4% -4.4%
Underwriting Expense Ratio 15.0% 17.0%
Combined Ratio 14.6% 12.6%

Arch Ml delivered $1.0 billion of underwriting income in 2025, marking the fourth consecutive year of contributing at least $1.0 billion of
underwriting income to the enterprise. Although mortgage originations remain suppressed because of elevated mortgage rates and housing
affordability challenges, Arch Ml leveraged its diversified operations in the U.S., Australia, Europe and Bermuda to write nearly $1.1 billion of net
premiums in 2025. Arch Mlis one of the world's leading insurers of mortgage credit risk and possesses a deep, experienced team and substantial
data and analytical capabilities that allow it to thrive under a variety of market conditions.

2025 HIGHLIGHTS
® Finished 2025 with $1.0 billion in underwriting income at a 14.6%
combined ratio.

B Achieved strong mortgage premium diversification with 68% of the
$1.2 billion of net premiums earned from U.S. Primary Mortgage
Insurance, 18% from U.S. Credit Risk Transfer (CRT) and Other, and
14% from International Mortgage Insurance/Reinsurance.

B Helped nearly 131,000 U.S. borrowers purchase or refinance a home.

B Ended 2025 with a U.S. delinquency rate of 2.2%, near all-time lows for
Arch MI.

B Successfully integrated the RMIC Companies, Inc. portfolio into Arch
systems without any enduring overhead from the legacy company.

B Increased and further diversified the risk in force related to Significant
Risk Transfer transactions in Europe.

B Enhanced our market-leading position in Government Sponsored
Enterprise CRT transactions on behalf of Arch and our services clients.

CALENDAR YEAR NET PREMIUMS WRITTEN BY LINE ($M)
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Riskin Force $87.9

BILLION

Insurance in Force $484.6

BILLION

Before reinsurance and risk-sharing operations. As of Dec. 31, 2025.

International Mortgage Insurance/Reinsurance’
W U.S. Credit Risk Transfer and Other?
M U.S. Primary Mortgage Insurance

T International mortgage insurance and reinsurance with risk
primarily located in Australia and, to a lesser extent, Europe.

2 Includes all CRT transactions, which are predominantly with
the government-sponsored enterprises and other U.S.
reinsurance transactions.



Arch's cultureis one of its greatest strengths, consistently
reflected in exceptional employee-engagement results and the everyday
actions of our people. Employees describe Arch as a place where they
feel valued, supported and connected — an environment defined by
open communication, strong collaboration and a shared commitment to
meaningful work. Our people's generosity toward colleagues, customers
and communities sets Arch apart. Arch employees take pride in their work
and willingly recommend the company to friends and family. Our culture
unites us. It reinforces our strategy and fuels our long-term success.
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Additional Information

This document includes the use of certain non-GAAP financial measures as defined in Regulation G. See "Management's Discussion and Analysis of Financial Condition and Results
of Operations — Comment on Non-GAAP Financial Measures" on pages 73-75 of the Company's Annual Report on Form 10-K, filed with the Securities and Exchange Commission
on Feb. 26, 2026 (the "2025 Annual Report"), which accompanies this letter. Throughout this document, we present our operations in the way we believe will be the most
meaningful and useful to investors, analysts, rating agencies and others who use our financial information in evaluating the performance of our company. We believe that these
non-GAAP financial measures, which may be defined differently by other companies, are important for an understanding of our overall results of operations and financial condition.
However, they should not be viewed as a substitute for measures determined in accordance with GAAP.

After-tax operating income available to Arch common shareholders is defined as net income available to Arch common shareholders, excluding net realized gains or
losses (which includes, but is not limited to, realized and unrealized changes in the fair value of equity securities and assets accounted for using the fair value option, realized and
unrealized gains or losses on derivative instruments, changes in the allowance for credit losses on financial assets and gains or losses realized from the acquisition or disposition
of subsidiaries), equity in netincome or loss of investments accounted for using the equity method, net foreign exchange gains or losses, transaction costs and other, and net of
income taxes.

Annualized operating return on average common equity represents after-tax operating income available to Arch common shareholders divided by average common
shareholders' equity during the period. Management uses annualized operating return on average common equity as a key measure of the return generated to our common
shareholders. The following table summarizes the Company's consolidated financial data, including a reconciliation of net income (loss) available to Arch common shareholders to
after-tax operating income (loss) available to Arch common shareholders.

Year Ended Dec. 31,

(Amounts in U.S. $ million, except percentages and per share data) 2025 2024
Netincome available to Arch common shareholders (a) $4,359 $4,272
Net realized (gains) losses (464) (197)
Equity in net (income) loss of investment funds accounted for using the equity method (504) (580)
Net foreign exchange (gains) losses 128 (75)
Transaction costs and other 75 81
Income tax expense (benefit) 106 41
After-tax operating income available to Arch common shareholders (b) $3,700 $3,542
Beginning common shareholders' equity $19,990 $17,523
Ending common shareholders' equity 23,376 19,990
Average common shareholders' equity (c) $21,683 $18,757
Annualized net income return on average common equity (a)/(c) 20.1% 22.8%
Annualized operating return on average common equity (b)/(c) 17.1% 18.9%
Weighted average common shares and common share equivalents outstanding - diluted (d) 375.9 381.8
Net income available to Arch common shareholders - per share (a)/(d) $11.60 $11.19
After-tax operating income available to Arch common shareholders - per share (b)/(d) $9.84 $9.28

Underwriting income represents the pre-tax profitability of our underwriting operations and includes net premiums earned plus other underwriting income, less losses and

loss adjustment expenses, acquisition expenses and other operating expenses. Other operating expenses include those operating expenses that are incremental and/or directly
attributable to our individual underwriting operations. Underwriting income or loss does not incorporate certain income and expense items which are included in corporate. While
these measures are presented in note 4, "Segment Information,” on pages 121-125 to the consolidated financial statements in our 2025 Annual Report, they are considered non-
GAAP financial measures when presented elsewhere on a consolidated basis.

Combined ratio excluding catastrophic activity and prior year development for the insurance and reinsurance segments are non-GAAP financial measures as defined in
Regulation G. The reconciliation of such measures to the combined ratio (the most directly comparable GAAP financial measure) in accordance with Regulation G are shown in the
table below. The Company's management utilizes the adjusted combined ratios excluding current accident year catastrophic events and favorable or adverse development in prior
year loss reserves in its analysis of the underwriting performance of each of its underwriting segments.

2025 2025
Insurance Reinsurance

Underwriting ratios:
Loss ratio 61.3% 56.8%
Acquisition expense ratio 19.3% 20.2%
Other operating expense ratio 14.6% 3.8%
Combined ratio 95.2% 80.8%
Catastrophic activity and prior year development:
Current accident year catastrophic events, net of reinsurance and reinstatement premiums 4.4% 7.3%
Net (favorable) adverse development in prior year loss reserves, net of related adjustments (0.2)% (3.2)%
Combined ratio excluding catastrophic activity and prior year development 91.0% 76.7%
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31, 2025
OR

] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission File No. 001-16209

ARCH CAPITAL GROUP LTD.

(Exact name of registrant as specified in its charter)

Bermuda 98-0374481
(State or other iurisdiction of incorporation or organization) (1.R.S. Emplover Identification No.)
Waterloo House, Ground Floor
100 Pitts Bay Road, Pembroke HM 08, Bermuda (441) 278-9250
(Address of principal executive offices) (Registrant’s telephone number. including area code)

Securities registered pursuant to Section 12(b) of the Exchange Act:

Name of each exchange on

Title of each class Trading Symbol (s) which registered
Common Shares, $0.0011 par value per share ACGL Nasdaq Stock Market
Depositary shares, each representing a 1/1,000th interest in a 5.45% Series F preferred share ACGLO Nasdaq Stock Market
Depositary shares, each representing a 1/1,000th interest in a 4.55% Series G preferred share ACGLN Nasdaq Stock Market

Securities registered pursuant to Section 12(g) of the Exchange Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes ¥ No [

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act.

Yes [ No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes ¥ No [

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to
Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit such files). Yes ¥ No [J

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,”
and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated Filer M Accelerated Filer (0 Non-accelerated Filer 0 Smaller reporting company [0 Emerging Growth Company [

If an emerging growth company, indicate by check mark if the Registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. (I

Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the effectiveness

of its internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered

public accounting firm that prepared or issued its audit report. ¥

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the

registrant included in the filing reflect the correction of an error to previously issued financial statements. [J

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based
compensation received by any of the registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). I
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes (1 No ¥

The aggregate market value of the voting and non-voting common equity held by non-affiliates, computed by reference to the closing
price as reported by the Nasdaq Stock Market as of the last business day of the Registrant’s most recently completed second fiscal
quarter, was approximately $33.0 billion.

As of February 23, 2026, there were 355,803,320 of the registrant’s common shares outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

”u

Portions of Part lll incorporate by reference our definitive proxy statement for the 2026 annual meeting of shareholders to be filed with the
Securities and Exchange Commission pursuant to Regulation 14A within 120 days after December 31, 2025.
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Cautionary Note Regarding Forward-Looking Statements

The Private Securities Litigation Reform Act of 1995 (“PSLRA”) provides a “safe harbor” for forward-looking statements. This
report or any other written or oral statements made by or on behalf of us may include forward-looking statements, which
reflect our current views with respect to future events and financial performance, and other information that is not historical
information. All statements other than statements of historical fact included in or incorporated by reference into this report
are forward-looking statements. Forward-looking statements, for purposes of the PSLRA or otherwise, can generally be
identified by the use of forward-looking terminology such as “should”, “could”, “plans”, “projects”, “may,” “wil expect,”
“intend,” “estimate,” “anticipate,” “believe” or “continue” and other words or statements of similar meaning or their negative

version.

|II “«
’

Forward-looking statements involve our current assessment of risks and uncertainties beyond management’s control. Actual
events and results may differ materially from those expressed or implied in these statements. Important factors that could
cause actual events or results to differ materially from those indicated in such statements are discussed below and elsewhere
in this report and in our periodic reports filed with the Securities and Exchange Commission (“SEC”), and include:

e our ability to successfully implement our business strategy during “soft” as well as “hard” markets;

e acceptance of our business strategy, security and financial condition by rating agencies and regulators, as well as by
brokers and our insureds and reinsureds;

e our ability to consummate acquisitions and integrate the business we have acquired or may acquire into our existing
operations;

e our ability to maintain or improve our ratings, which may be affected by our ability to raise additional equity or debt
financings, by ratings agencies’ existing or new policies and practices, as well as other factors described herein;

e general economic and market conditions (including inflation, interest rates, unemployment, housing prices, foreign
currency exchange rates, prevailing credit terms, tariffs, geopolitical instability and conflict and the depth and duration of a
recession) and conditions specific to the reinsurance and insurance markets in which we operate;

e competition, including increased competition, on the basis of pricing, capacity (including alternative sources of capital),
coverage terms, or other factors;

¢ developments in the world’s financial and capital markets and our access to such markets;

e our ability to successfully enhance, integrate and maintain operating procedures (including information technology) to
effectively support our current and new business;

¢ the loss and addition of key personnel;
* material differences between actual and expected assessments for guaranty funds and mandatory pooling arrangements;

e accuracy of those estimates and judgments utilized in the preparation of our financial statements, including those related
to revenue recognition, insurance and other reserves, reinsurance recoverables, investment valuations, intangible assets,
bad debts, income taxes, deferred income tax assets, contingencies and litigation, and any determination to use the
deposit method of accounting;

e greater than expected loss ratios on business written by us and adverse development on claim and/or claim expense
liabilities related to business written by our insurance, reinsurance and mortgage subsidiaries;

¢ the adequacy of the Company’s loss reserves;
¢ severity and/or frequency of losses;
e greater frequency or severity of unpredictable natural and man-made catastrophic events;

¢ claims for natural catastrophic events or severe economic events in our insurance, reinsurance and mortgage businesses
could cause large losses and substantial volatility in our results of operations;

¢ availability to us of reinsurance to manage our net exposure and the cost of such reinsurance;
¢ the failure of reinsurers, managing general agents, third party administrators or others to meet their obligations to us;

¢ the timing of loss payments being faster or the receipt of reinsurance recoverables being slower than anticipated by us;
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e our investment performance, including legislative or regulatory developments that may adversely affect the fair value of
our investments;

e changes in general economic conditions, resulting in downgrades of U.S. securities or sovereign debt by credit rating
agencies, which could affect our business, financial condition and results of operations;

e anincident, disruption in operations or other cyber event caused by a cyber attack, inadvertent error, the use of artificial
intelligence technologies or other technology on our systems or those of our business partners and service providers,
which could negatively impact our business and/or expose us to litigation;

¢ the effect of climate change on our business;
¢ the effect of contagious diseases or a pandemic on our business;
e acts of terrorism, political unrest and other hostilities or other unforecasted and unpredictable events caused by humans;

¢ the volatility of our shareholders’ equity from foreign currency fluctuations, which could increase due to us not matching
portions of our projected liabilities in foreign currencies with investments in the same currencies;

e changes in accounting principles or policies or in our application of such accounting principles or policies;
e changes in the political environment of certain countries in which we operate or underwrite business;

e statutory or regulatory developments, including as to tax matters and insurance and other regulatory matters such as the
adoption of legislation that affects Bermuda-headquartered companies and/or Bermuda-based insurers or reinsurers and/
or changes in regulations or tax laws applicable to us, our subsidiaries, brokers or customers, including the implementation
of the Organization for Economic Cooperation and Development (“OECD”) Pillar | and Pillar Il initiatives and the enactment
of Bermuda corporate income tax; and

e the other matters set forth under Item 1A “Risk Factors,” Item 7 “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and other sections of this Annual Report on Form 10-K, as well as the other factors
set forth in Arch Capital Group Ltd.’s other documents on file with the SEC, and management’s response to any of the
aforementioned factors.

All subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are expressly
qualified in their entirety by these cautionary statements. The foregoing review of important factors should not be construed
as exhaustive and should be read in conjunction with other cautionary statements that are included herein or elsewhere. The
Company’s forward-looking statements speak only as of the date of this report or as of the date they are made, and we
undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of new information,
future events or otherwise.
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PART I

ITEM 1. BUSINESS

n o u » o« ”

As used in this report, references to “we,” “us,” “our,

“Arch” or the “Company” refer to the consolidated
operations of Arch Capital Group Ltd. (“Arch Capital”) and its
subsidiaries. All amounts are in millions, except per share
amounts, unless otherwise noted. We refer you to Iltem 1A
“Risk Factors” for a discussion of risk factors relating to our
business.

OUR COMPANY

General

Arch Capital is a publicly listed Bermuda exempted company
with approximately $26.9 billion in capital at December 31,
2025 and is part of the S&P 500 index. Arch provides
insurance, reinsurance and mortgage insurance on a
worldwide basis through its wholly owned subsidiaries.
While we are positioned to provide a full range of property,
casualty and mortgage insurance and reinsurance lines, we
focus on writing specialty lines of insurance and reinsurance.
For 2025, we wrote $16.5 billion of net premiums and
reported net income available to Arch common shareholders
of $4.4 billion. Book value per share was $65.11 at
December 31, 2025, compared to $53.11 per share at
December 31, 2024.

Arch Capital’s registered office is located at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda
(telephone number: (441) 295-1422), and its principal
executive offices are located at Waterloo House, Ground
Floor, 100 Pitts Bay Road, Pembroke HM 08, Bermuda
(telephone number: (441) 278-9250). Arch Capital makes
available free of charge through its website, located at
www.archgroup.com, its annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-
K, and all amendments to those reports as soon as
reasonably practicable after such material is electronically
filed with, or furnished to, the U.S. Securities and Exchange
Commission (“SEC”). The SEC maintains an Internet site that
contains reports, proxy and information statements, and
other information regarding issuers that file electronically
with the SEC (such as Arch Capital) and the address of that

site is www.sec.gov.

Arch Capital may use its website as a distribution channel of
material information. Financial and other important
information regarding Arch Capital is routinely posted on
and accessible through its website. Accordingly, investors
should monitor this channel, in addition to following Arch
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Capital’s press releases, SEC filings and public conference
calls and webcasts.

Our History

Arch Capital was formed in September 2000 and became the
sole shareholder of Arch Capital Group (U.S.) Inc. (“Arch-
U.S.”) pursuant to an internal reorganization transaction
completed in November 2000. In October 2001, Arch Capital
launched an underwriting initiative to meet current and
future demand in the global insurance and reinsurance
markets that included the recruitment of new management
teams and an equity capital infusion of $763.2 million, which
created a strong capital base that was unencumbered by
significant pre-2002 risks. Since then, we have attracted a
proven management team with extensive industry
experience and continued to build our global underwriting
platform for our insurance, reinsurance and mortgage
insurance businesses.

Our insurance underwriting platform initially consisted of
our Bermuda and U.S. operations, followed by the
establishment of our United Kingdom-based carrier, Arch
Insurance (UK) Limited (“Arch Insurance (U.K.)”) in 2004 and
Canadian operations in 2005. In 2009, we established a
managing agency and syndicate at Lloyd’s of London
(“Lloyd’s”) and significantly expanded our U.K. presence in
2019 through the acquisition of Barbican Group Holdings
Limited (“Barbican Holdings”) and its subsidiaries
(collectively, “Barbican”). Our Ireland-based carrier, Arch
Insurance (EU) Designated Activity Company (“Arch
Insurance (EU)”) writes primarily European Union (“EU”)
business with branches in Italy, Spain, France, the
Netherlands and the U.K.

On August 1, 2024 we expanded our U.S. middle market
presence with the acquisition of Allianz’s U.S. Middle Market
Property and Casualty insurance business and U.S.
Entertainment business, representing an important part of
our growth strategy in the U.S. See “Operations—Insurance
Operations” for further details on our insurance operations.

Our reinsurance underwriting platform initially consisted of
Arch Reinsurance Ltd. in Bermuda (“Arch Re Bermuda”) and
Arch Reinsurance Company (“Arch Re U.S.”), our U.S.-
licensed reinsurer. In 2008, we commenced our European
reinsurance operations with Arch Reinsurance Europe
Underwriting Designated Activity Company (“Arch Re
Europe”), our Ireland-headquartered reinsurance company
with branches in Switzerland, the U.K. and France. Our
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Danish underwriting agency was formed in 2007 with a focus
on Accident & Health business. The acquisition of Barbican
in 2019 also contributed to our reinsurance operations in
the London market. Our property facultative reinsurance
underwriting operations write business in the U.S., Canada
and Europe.

In 2021, Arch Re Bermuda completed the acquisition of
Somerset Bridge Group Limited, Southern Rock Holdings
Limited and affiliates (“Somerset Group”). The acquisition
included Somerset Group’s motor insurance managing
general agent, distribution capabilities through direct and
aggregator channels, affiliated insurer and fully integrated

claims operation. See “Operations—Reinsurance
Operations” for further details on our reinsurance
operations.

Our mortgage operations include U.S. and international
mortgage insurance and reinsurance operations, as well as
participation in government sponsored enterprise (“GSE”)
credit risk-sharing transactions. The U.S. mortgage platform
was established in 2014 and expanded greatly in 2016
through the acquisition of United Guaranty Corporation
(“UGC"). Our U.S. primary mortgage operations provide
mortgage insurance products and services to the U.S.
market. These operations include providers which are
approved as eligible mortgage insurers by Federal National
Mortgage Association (“Fannie Mae”) and Federal Home
Loan Mortgage Corporation (“Freddie Mac”), each a GSE.
The mortgage operations also include participation in GSE
credit risk-sharing transactions and direct mortgage
insurance to U.S. mortgage lenders with respect to
mortgages that lenders intend to retain in portfolio or
include in non-agency securitizations along with mortgage
insurance and reinsurance on a global basis. The majority of
our European business is written through our Ireland-based
carrier, Arch Insurance (EU), which was authorized in 2011
to provide mortgage insurance products and services to the
European and U.K. markets. In 2019, Arch LMI Pty Ltd.
(“Arch LMI”) was authorized by the Australian Prudential
Regulation Authority (“APRA”) to write lenders’ mortgage
insurance (“LMI”) on a direct basis in Australia. We
expanded our presence in Australia in 2021 by acquiring
Westpac Lenders Mortgage Insurance Limited, another
APRA-approved writer of lenders mortgage insurance, which
has since been renamed Arch Lenders Mortgage Indemnity
Ltd. (“Arch Indemnity”). In 2022, we converted Arch LMl into
a services company for our Australian LMI operations and
the company relinquished its APRA authorization. See
“Operations—Mortgage Operations” for further details on
our mortgage operations.
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It is our belief that our underwriting platform, our
experienced management team and our strong capital base
have enabled us to create a diversified, specialty-focused
company targeting areas where we can best apply our
specialized underwriting expertise, distribution and
customer capabilities.

In 2014, we acquired approximately 11% of Somers Holdings
Ltd. (formerly Watford Holdings Ltd.). Somers Holdings Ltd.
is the parent of Somers Re Ltd. (formerly Watford Re Ltd.), a
multi-line Bermuda (re)insurance company (together with
Somers Holdings Ltd., “Somers”). In 2021, Somers became a
wholly owned subsidiary of Greysbridge Holdings Ltd.
(“Greysbridge”). Arch Capital currently owns 30% of
Greysbridge, with the remaining common shares held by a
number of third party investors. Pursuant to the terms of
the Greysbridge shareholder agreement, as amended,
following the expiration of a specified period, Arch Capital
has a call right (but not the obligation) and certain third
party investors have put rights (but not the obligation) to
purchase or sell, as applicable, a specified amount of each
such investor’s initial common shares on an annual basis at
Greysbridge’s year-end book value per share.

In 2017, Arch and certain co-investors acquired
approximately 25% of Premia Holdings Ltd. Premia Holdings
Ltd. is the parent of Premia Reinsurance Ltd., a multi-line
Bermuda reinsurance company (together with Premia
Holdings Ltd., “Premia”). In 2021, the Company completed
the share purchase agreement with Natixis, a French
financial services firm, to purchase 29.5% of the common
equity of Coface SA (“Coface”), a France-based leader in the
global trade credit insurance market. See “Operations—
Other Operations” for further details on Somers, Premia and
Coface.

The Board of Directors of Arch Capital (the “Board”) has
approved common share repurchase authorizations under
our share repurchase program. Repurchases under the share
repurchase program may be effected from time to time in
open market or privately negotiated transactions. Since the
inception of the share repurchase program in 2007 through
December 31, 2025, Arch Capital has repurchased 455
million common shares for an aggregate purchase price of
$7.8 billion. At December 31, 2025, the total remaining
authorization under the share repurchase program was $1.1
billion. The timing and amount of the repurchase
transactions under this program will depend on a variety of
factors, including results of operations, market conditions
and the development of the economy, as well as other
factors. We will consider share repurchases on an
opportunistic basis. In 2025, we repurchased approximately
$1.9 billion worth of ACGL common shares.
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OPERATIONS

We classify our businesses into three underwriting
segments: insurance, reinsurance and mortgage. For an
analysis of our underwriting results by segment, see note 4,
“Segment Information,” to our consolidated financial
statements in Item 8 and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—
Results of Operations.”

Insurance Operations

Our insurance operations are conducted in Bermuda, the
U.S., the U.K., Europe, Canada, and Australia. Our insurance
operations in Bermuda are conducted through Arch
Insurance (Bermuda), a division of Arch Re Bermuda, and
Alternative Re Limited.

In the U.S., we focus on various specialty lines on both an
admitted and non-admitted basis. Our insurance group’s
insurance subsidiaries are Arch Insurance Company (“Arch
Insurance”), Arch Specialty Insurance Company (“Arch
Specialty”), Arch Indemnity Insurance Company (“Arch
Indemnity Insurance”), Arch Property Casualty Insurance
Company (“Arch PC”) and Arch Wilsure Insurance Company
(“Arch Wilsure”). Arch Insurance is an admitted insurer in 50
states, the District of Columbia, Puerto Rico, the U.S. Virgin
Islands and Guam. Arch Specialty is an approved excess and
surplus lines insurer in 50 states, the District of Columbia,
Puerto Rico and the U.S. Virgin Islands and an authorized
insurer in one state. Arch Indemnity Insurance is an
admitted insurer in 50 states and the District of Columbia.
Arch PC, which is not currently writing business, is an
admitted insurer in 46 states and the District of Columbia
and is filing applications for admission in all remaining states
where it is not yet admitted. Arch Wilsure is an admitted
insurer in all 50 states and the District of Columbia. Our
insurance group also operates McNeil & Company, Inc., a
specialized risk manager and a program administrator we
acquired in 2018 based in Cortland, New York. The
headquarters for our insurance group’s U.S. support
operations (excluding underwriting units) are in Jersey City,
New Jersey. The insurance group has offices throughout the
U.S., including five regional offices located in Alpharetta,
Georgia; Chicago, lllinois; New York, New York; San
Francisco, California; Dallas, Texas and additional branch
offices.

On August 1, 2024, the Company completed the acquisition
of Allianz’s U.S Middle Market Property & Casualty Insurance
and U.S. Entertainment Property and Casualty Insurance
Business (“MCE Acquisition”). This business is written by
Fireman’s Fund Insurance Company, an affiliate of Allianz,
and its subsidiaries (collectively, the “Business Entities”), in
each case, relating to relevant policies with accident years
2016 and onwards (collectively, the “Business”), as well as
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certain assets of Allianz and its affiliates related to the
Business. In connection with the acquisition of the Business,
the Company also entered into certain reinsurance
agreements relating to the Business and the Business
Entities and other agreements providing for administration
and other services for the Business Entities by the Company
for the applicable policies being reinsured following the
closing. The acquisition of the Business is an important part
of the Company’s growth strategy, and provides a ballast to
our existing insurance business. It further enhances the
Company’s capabilities in the U.S. middle markets and
represents an attractive way to enter the entertainment
insurance market, a new niche for us.

Our insurance operations in Canada are conducted through
Arch Insurance Canada Ltd. (“Arch Insurance Canada”), a
Canada domestic company which is authorized in all
Canadian provinces and territories. Arch Insurance Canada is
headquartered in Toronto, Ontario.

Arch Insurance (EU), headquartered in Dublin, Ireland,
received authorization from the Central Bank of Ireland
(“CBI”) to expand its authorized classes of business as part of
our plan to address the U.K.s departure from the EU
(“Brexit”). At the end of 2020, Arch Insurance (U.K.) received
court approval in the U.K. to transfer its legacy book of
business written in the European Economic Area (“EEA”) to
Arch Insurance (EU) under Part VII of the U.K. Financial
Services and Markets Act 2000. Starting in 2021, all of the
insurance business in the EU previously written by Arch
Insurance (U.K.) is now written through Arch Insurance (EU).

We conduct insurance operations on several platforms in
the U.K., including Arch Insurance (U.K.) and our Lloyd’s
syndicates: Arch Syndicate 2012 (“Arch Syndicate 2012”) and
Arch Syndicate 1955 (“Arch Syndicate 1955” and, together
with Arch Syndicate 2012, our “Lloyd’s Syndicates”). Arch
Managing Agency Limited (“AMAL”) is the managing agent
of our Lloyd’s Syndicates. These operations provide us
access to Lloyd’s extensive distribution network and
worldwide licenses. AMAL also acts as managing agent for
third party members of Arch Syndicate 1955. Arch
Underwriting at Lloyd’s (Australia) Pty Ltd, based in Sydney,
Australia, is a Lloyd’s services company which underwrites
exclusively for our Lloyd’s Syndicates. Collectively, the U.K.
insurance operations are referred to as “Arch U.K.” Arch U.K.
conducts its operations from London and other locations in
the U.K. In May 2024, we completed the sale of Castel
Underwriting Agencies Limited, a managing general agency
in the U.K. that we acquired as part of the Barbican
acquisition.
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Strategy. Our insurance group’s strategy is to operate in
lines of business in which underwriting expertise can make a
meaningful difference in operating results. The insurance
group focuses on talent-intensive rather than labor-intensive
business and seeks to operate profitably (on both a gross
and net basis) across all of its product lines. To achieve these
objectives, our insurance group’s operating principles are to:

e Capitalize on profitable underwriting opportunities. Our
insurance group believes that its experienced
management and underwriting teams are positioned to
locate and identify business with attractive risk/reward
characteristics. As profitable underwriting opportunities
are identified, our insurance group will continue to grow
its product portfolio in order to take advantage of
market trends. This includes adding underwriting and
other professionals with specific expertise in specialty
lines of insurance.

e Centralize responsibility for underwriting. Our insurance
group consists of a range of product lines. The
underwriting executive in charge of each product line
oversees all aspects of the underwriting product
development process within such product line. Our
insurance group believes that centralizing control of
such product line with the respective underwriting
executive allows for tight management of underwriting
and creates clear accountability for results. Our U.S.
insurance group has five regional offices, and the
executive in charge of each region is primarily
responsible for all aspects of the marketing and
distribution of our insurance group’s products, including
the management of broker and other producer
relationships, in the executive’s respective region. In our
non-U.S. offices, a similar philosophy is observed, with
responsibility for the management of each product line
residing with the senior underwriting executive in
charge of the relevant product line.

®  Maintain disciplined underwriting standards using our
experience and strategic analytics to drive decisions. Our
insurance group’s underwriting philosophy is to
generate an underwriting profit through prudent risk
selection and proper pricing. Our insurance group
believes that the key to this approach is adherence to
uniform underwriting standards across all types of
business. Our insurance group’s senior management
closely monitors the underwriting process. This strategy
is underpinned by our belief in using data and strategic
analytics to assess business through hard and soft
underwriting conditions.

e Focus on providing superior claims management. Our
insurance group believes that claims handling is an
integral component of credibility in the market for
insurance products. We believe our ability to handle
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claims expeditiously and satisfactorily is a key to our
success. Our insurance group employs experienced
claims professionals and also utilizes experienced
external claims managers (third party administrators)
where appropriate.

Promote and utilize an efficient distribution system. Our
insurance group believes that promoting and utilizing a
multi-channel distribution system provides efficient
access to its broad customer base. We work with select
international, national and regional retail and wholesale
brokers and leading managing general agencies and
program administrators, to distribute our insurance
products.

Grow strategic partnerships, acquire or build strategic
businesses in niche areas or lines of business. Our
insurance group aims to build more integrated long-
term alignment with strategic partners offering superior
access to niche opportunities, quality scalable
businesses, or lines with reliable defensive qualities. We
may grow existing partnerships or look to acquire
businesses which further this strategy, such as our MCE
Acquisition.

Create or acquire scalable and diversified underwriting
platforms which can flex depending on the underwriting
cycle. Our experience as cycle managers is
complemented by scalable underwriting platforms
enabling us to increase or decrease our business as
market conditions demand. The MCE platform enhances
our U.S. focus on middle market companies using our
strategic analytics capabilities and continued focus on
customer solutions. We continue to focus on specialty
risks as we build out a diversified platform across the
insurance segment. Outside of the U.S., we are focused
on continued expansion in continental Europe and
optimizing opportunities in the London market.

Artificial Intelligence. We employ artificial intelligence
(“Al”) technology and analytics to drive data-driven
decisions, streamline processes or help serve our
customers and partners. The use of Al technology is
vetted through our Al governance framework.

Underwriting  Philosophy. We seek to generate an
underwriting profit based on our careful analysis across each
product line that focuses on the following:

risk selection;
desired attachment point;
limits and retention management;

due diligence, including financial condition, claims
history, management, and product, class and territorial
exposure;
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e underwriting authority and appropriate approvals; and
e collaborative decision making.
We employ analytic capabilities to support this philosophy.

Marketing. Our insurance group’s products are marketed
principally through a group of licensed independent retail
and wholesale brokers. Clients (insureds) are referred to our
insurance group through a large number of international,
national and regional brokers and captive managers who
receive from the insured or insurer a set fee or brokerage
commission usually equal to a percentage of gross
premiums. Our insurance group may enter into contingent
commission arrangements with some brokers that provide
for the payment of additional commissions based on volume
or profitability of business. It is the practice for the brokers
and producers to make the client aware of any contingent
commission arrangements that may be in place with us. We
have also entered into service agreements with select
international brokers that provide access to their proprietary
industry analytics. In general, our insurance group has no
implied or explicit commitments to accept business from any
particular broker and neither brokers nor any other third
parties have the authority to bind our insurance group,
except in the case where underwriting authority may be
delegated contractually to select program administrators.
Such administrators are subject to a financial and
operational due diligence review prior to any such
delegation of authority and ongoing reviews and audits are
carried out as deemed necessary by our insurance group to
assure the continuing integrity of underwriting and related
business operations. See “Risk Factors—Risks Relating to
Our Industry, Business and Operations—We could be
materially adversely affected to the extent that important
third parties with whom we do business do not adequately
or appropriately manage their risks, commit fraud or
otherwise breach obligations owed to us.” For information
on major brokers, see note 18, “Commitments and
Contingencies—Concentrations of Credit Risk,” to our
consolidated financial statements in Item 8.
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Risk Management and Reinsurance. In the normal course of
business, our insurance group may cede a portion of its
premium on a quota share or excess of loss basis through
treaty or facultative reinsurance agreements. Reinsurance
arrangements do not relieve our insurance group from its
primary obligations to insureds. Reinsurance recoverables
are recorded as assets, predicated on the reinsurers’ ability
to meet their obligations under the reinsurance agreements.
If the reinsurers are unable to satisfy their obligations under
the agreements, our insurance subsidiaries would be liable
for such defaulted amounts. Our principal insurance
subsidiaries, with oversight by a group-wide reinsurance
steering committee (“RSC”), are selective with regard to
reinsurers, seeking to place reinsurance with only those
reinsurers which meet and maintain specific standards of
established criteria for financial strength. The RSC evaluates
the financial viability of its reinsurers through financial
analysis, research and review of rating agencies’ reports and
also monitors reinsurance recoverables and collateral with
unauthorized reinsurers. The financial analysis includes
ongoing qualitative and quantitative assessments of
reinsurers, including a review of the financial stability,
appropriate licensing, reputation, claims paying ability and
underwriting philosophy of each reinsurer. See note 8,
“Reinsurance,” to our consolidated financial statements in
Iltem 8.

For catastrophe-exposed insurance business, our insurance
group seeks to limit the amount of exposure to catastrophic
losses it assumes through a combination of managing
aggregate limits, underwriting guidelines and reinsurance.
For a discussion of our risk management policies, see
“Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Summary of Critical
Accounting Estimates—Ceded Reinsurance” and “Risk
Factors—Risks Relating to Our Industry, Business and
Operations—The failure of any of the loss limitation
methods we employ could have a material adverse effect on
our financial condition or results of operations.”

Claims Management. Our insurance group’s claims
management function is performed by claims professionals,
as well as experienced external claims managers (third party
administrators), where appropriate. In addition to
investigating, evaluating and resolving claims, members of
our insurance group’s claims departments work with
underwriting professionals to develop products and services
desired by the group’s clients.
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Reinsurance Operations

Our reinsurance operations are conducted on a worldwide
basis through our reinsurance subsidiaries, Arch Re
Bermuda, Arch Re U.S., our Lloyd’s Syndicates, and Arch Re
Europe. Arch Re Bermuda is dual-licensed as a Class 4
general business insurer and Class C long-term insurer and is
headquartered in Hamilton, Bermuda. Arch Re Bermuda has
been approved as a “certified reinsurer,” which allows
reduced collateral for reinsurance ceded to such reinsurers.
Arch Re Bermuda has also been approved as a “reciprocal
jurisdiction reinsurer,” which allows ceding companies to
eliminate regulatory collateral requirements for reinsurance
ceded to such reinsurers and still take credit for that
reinsurance. In October 2024, the U.S. Department of the
Treasury, Bureau of Fiscal Services (“BFS”) recognized Arch
Re Bermuda as an “Alien Reinsurer” (except on excess risks
running to the U.S.), which allows T-Listed ceding companies
to eliminate regulatory collateral requirements under the
U.S. Treasury rules. Arch Re U.S. is licensed or is an
accredited or otherwise approved reinsurer in 50 states, the
District of Columbia and Puerto Rico, and the provinces of
Ontario and Quebec in Canada with its principal U.S. offices
in  Morristown, New Jersey. Treaty and facultative
operations in Canada are conducted through the Canadian
branch of Arch Re U.S. (“Arch Re Canada”). Arch Re U.S. is
also an authorized insurer in Guam. Our property facultative
reinsurance operations are conducted primarily through
Arch Re U.S. The property facultative reinsurance operations
have offices throughout the U.S., Canada, Europe and the
U.K. Arch Re Europe, licensed and authorized as a non-life
reinsurer and a life reinsurer, is headquartered in Dublin,
Ireland. AMAL is the managing agent for the reinsurance
operations of our Lloyd’s Syndicates.

Arch Group Reinsurance Ltd. (“AGRL”), formed in December
2022, is a registered Class 3A general business insurer
carrying on affiliated reinsurance business pursuant to the
Insurance Act of 1978 of Bermuda. AGRL, a wholly owned
subsidiary of Arch-U.S., was established to provide internal
reinsurance covering certain U.S. lines of business. AGRL is a
U.S. taxpayer through a section 953(d) voluntary election
under the Internal Revenue Code of 1986, as amended.

Strategy. Our reinsurance group’s strategy is to capitalize on
our financial capacity, experienced management and
operational flexibility to offer multiple products through our
operations. The reinsurance group’s operating principles are
to:
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e Actively select and manage risks. Our reinsurance group
only underwrites business that meets certain
profitability criteria, and it emphasizes disciplined
underwriting over premium growth. To this end, our
reinsurance group maintains centralized control over
reinsurance underwriting guidelines and authorities.

e Maintain flexibility and respond to changing market
conditions. Our reinsurance group’s organizational
structure and philosophy allows it to take advantage of
increases or changes in demand or favorable pricing
trends. Our reinsurance group believes that its existing
platforms, broad underwriting expertise and substantial
capital facilitate adjustments to its mix of business
geographically and by line and type of coverage. Our
reinsurance group believes that this flexibility allows it
to participate in those market opportunities that
provide the greatest potential for underwriting
profitability.

e Maintain a low cost structure. Our reinsurance group
believes that maintaining tight control over its staffing
level and operating primarily as a broker market
reinsurer permits it to maintain low operating costs
relative to its capital and premiums.

e Artificial Intelligence. We employ Al technology and
analytics to drive data-driven decisions, streamline
processes or help serve our customers and partners.
The use of Al technology is vetted through our Al
governance framework.

Our reinsurance group writes business on both a
proportional and non-proportional basis and writes both
treaty and facultative business. In a proportional reinsurance
arrangement (also known as pro rata reinsurance, quota
share reinsurance or participating reinsurance), the
reinsurer shares a proportional part of the original
premiums and losses of the reinsured. The reinsurer pays
the cedent a commission which is generally based on the
cedent’s cost of acquiring the business being reinsured
(including commissions, premium taxes, assessments and
miscellaneous administrative expenses) and may also
include a profit factor. Non-proportional (or excess of loss)
reinsurance indemnifies the reinsured against all or a
specified portion of losses on underlying insurance policies
in excess of a specified amount, which is called a
“retention.” Non-proportional business is written in layers
and a reinsurer or group of reinsurers accepts a band of
coverage up to a specified amount. The total coverage
purchased by the cedent is referred to as a “program.” Any
liability exceeding the upper limit of the program reverts to
the cedent.
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The reinsurance group’s treaty operations generally seek to
write significant lines on less commoditized classes of
coverage, such as specialty, property and casualty
reinsurance treaties. However, with respect to other classes
of coverage, such as property catastrophe and casualty
clash, the reinsurance group’s treaty operations participate
in a relatively large number of treaties where they believe
that they can underwrite and process the business
efficiently. The reinsurance group’s casualty facultative and
property facultative underwriters write reinsurance on a
facultative basis whereby they assume part of the risk under
primarily single insurance contracts. Facultative reinsurance
is typically purchased by ceding companies for individual
risks not covered by their reinsurance treaties, for unusual
risks or for amounts in excess of the limits on their
reinsurance treaties.

For additional information regarding the business written by
the reinsurance group, please refer to note 4, “Segment
Information,” to our consolidated financial statements in
Item 8.

Underwriting Philosophy. Our reinsurance group employs a
disciplined, analytical approach to underwriting reinsurance
risks that is designed to specify an adequate premium for a
given exposure commensurate with the amount of capital it
anticipates placing at risk. A number of our reinsurance
group’s underwriters are also actuaries. It is our reinsurance
group’s belief that employing actuaries on the front-end of
the underwriting process gives it an advantage in evaluating
risks and constructing a high quality book of business.

As part of the underwriting process, our reinsurance group
typically assesses a variety of factors, including:

e adequacy of underlying rates for a specific class of
business and territory;

e the reputation of the proposed cedent and the
likelihood of establishing a long-term relationship with
the cedent, the geographic area in which the cedent
does business, together with its catastrophe exposures,
and our aggregate exposures in that area;

e historical loss data for the cedent and, where available,
for the industry as a whole in the relevant regions, in
order to compare the cedent’s historical loss experience
to industry averages;

e projections of future loss frequency and severity; and

e the perceived financial strength of the cedent.
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Marketing. Our reinsurance group generally markets its
reinsurance products through brokers, except our property
and casualty facultative reinsurance groups, which deal
directly with ceding companies along with brokers. Brokers
do not have the authority to bind our reinsurance group
with respect to reinsurance agreements, nor does our
reinsurance group commit in advance to accept any portion
of the business that brokers submit to them. Our
reinsurance group generally pays brokerage fees to brokers
based on negotiated percentages of the premiums written
through such brokers. For information on major brokers, see
note 18, “Commitments and Contingencies—Concentrations
of Credit Risk,” to our consolidated financial statements in
Iltem 8.

Risk Management and Retrocession. Our reinsurance group
currently purchases a combination of per event excess of
loss, per risk excess of loss, proportional retrocessional
agreements and other structures that are available in the
market. Such arrangements reduce the effect of individual
or aggregate losses on, and in certain cases may also
increase the underwriting capacity of, our reinsurance
group. Our reinsurance group will continue to evaluate its
retrocessional requirements based on its net appetite for
risk. See note 8, “Reinsurance,” to our consolidated financial
statements in Item 8.

For catastrophe exposed reinsurance business, our
reinsurance group seeks to limit the amount of exposure it
assumes from any one reinsured and the amount of the
aggregate exposure to catastrophe losses from a single
event in any one geographic zone. For a discussion of our
risk management policies, see “Management’s Discussion
and Analysis of Financial Condition and Results of
Operations—Summary of Critical Accounting Estimates—
Ceded Reinsurance” and “Risk Factors—Risks Relating to Our
Industry, Business and Operations—The failure of any of the
loss limitation methods we employ could have a material
adverse effect on our financial condition or results of
operations.”

Claims Management. Claims management includes the
receipt of initial loss reports, creation of claim files,
determination of whether further investigation is required,
establishment and adjustment of case reserves and payment
of claims. Additionally, audits are conducted for both
specific claims and overall claims procedures at the offices of
selected ceding companies. Our reinsurance group makes
use of outside consultants for claims work from time to
time.
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Mortgage Operations

Our mortgage operations include mortgage insurance and
reinsurance in the U.S. and internationally, as well as
participation in GSE credit risk-sharing transactions. Our
mortgage group includes direct mortgage insurance in the
U.S. primarily through Arch Mortgage Insurance Company
(“AMIC”), United Guaranty Residential Insurance Company
(“UGRIC”), and Arch Mortgage Guaranty Company (“AMG”
and together with AMIC and UGRIC, “Arch MI U.S.”);
mortgage reinsurance primarily through Arch Re Bermuda
on both a proportional and non-proportional basis globally;
mortgage insurance and reinsurance in the EEA and U.K.
primarily through Arch Insurance (EU), and in Australia
through Arch Indemnity; and participation in various GSE
credit risk-sharing products primarily through Arch Re
Bermuda.

In 2014, we entered the U.S. mortgage insurance
marketplace, underwriting on the AMIC platform. AMIC is
licensed and operates in all 50 states, the District of
Columbia, Puerto Rico and Guam. In December 2016, we
completed the acquisition of UGC and its primary operating
subsidiary, UGRIC, which is licensed and operates in all 50
states, the District of Columbia and the U.S. Virgin Islands.

AMIC and UGRIC have each been approved as an eligible
mortgage insurer by Fannie Mae and Freddie Mac, subject to
maintaining certain ongoing requirements (“eligible
mortgage insurer”). AMG offers direct mortgage insurance
to U.S. mortgage lenders with respect to mortgages that
lenders intend to retain in portfolio or include in non-agency
securitizations. AMG, which is licensed in all 50 states and
the District of Columbia, insures mortgages that are not
intended to be sold to the GSEs, and it is therefore not
approved by either GSE as an eligible mortgage insurer.

In 2011, Arch Insurance (EU) was authorized by the CBI to
provide mortgage insurance products and services to the
European and U.K. markets.

In 2019, Arch LMI was authorized by APRA to write lenders’
mortgage insurance. In August 2021, we acquired Arch
Indemnity, which is also authorized by APRA to write
lenders’ mortgage insurance. In 2022, we converted Arch
LMI to a services company for our Australian lenders
mortgage insurance operations and the company
relinquished its APRA authorization. Arch LMI and Arch
Indemnity are headquartered in Sydney, Australia. Following
the conversion of Arch LMI, Arch Indemnity is the primary
provider of direct lenders’ mortgage insurance and
reinsurance to the Australian market.
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Strategy. The mortgage insurance market operates on a
distinct underwriting cycle, with demand driven mainly by
the housing market and general economic conditions. As a
result, the creation of the mortgage group provides us with a
more diverse revenue stream. Our mortgage group’s
strategy is to capitalize on its financial capacity, mortgage
insurance technology platform, operational flexibility and
experienced management to offer mortgage insurance,
reinsurance and other risk-sharing products in the U.S,,
Europe, the U.K. and Australia. We employ Al technology
and analytics to drive data-driven decisions, streamline
processes or help serve our customers and partners. The use
of Al technology is vetted through our Al governance
framework.

Our mortgage group’s operating principles and goals are to:

e Capitalize on profitable underwriting opportunities. Our
mortgage group believes that its experienced
management, analytics and underwriting teams are
positioned to identify and evaluate business with
attractive risk/reward characteristics.

e Maintain a disciplined credit risk philosophy. Our
mortgage group’s credit risk philosophy is to generate
underwriting profit through disciplined credit risk
analysis and proper pricing. Our mortgage group
believes that the key to this approach is maintaining
discipline across all phases of the applicable housing
and mortgage lending cycles.

e Provide superior and innovative mortgage products and
services. Our mortgage group believes that it can
leverage its financial capacity, experience across
insurance product lines and the mortgage finance
industry, and its analytics and technology to provide
innovative products and superior service. The mortgage
group believes that its delivery of tailored products that
meet the specific, evolving needs of its customers will
be a key to the group’s success.

e Maintain our position as a leading provider of U.S.
mortgage insurance business. We have been a leading
provider of mortgage insurance products and services to
national and regional banks and mortgage originators
for most of the last decade, and this position has helped
us generate significant business opportunities for Arch.

e Diversify revenues by capitalizing on international
opportunities. With the acquisition of Arch Indemnity in
Australia in 2021, and continued growth insuring and
reinsuring European banks, we believe diversifying
revenues on a global basis is a key operating principle.
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Our mortgage group focuses on the following areas:

Direct mortgage insurance in the United States. Under
their monoline insurance licenses, each of Arch’s eligible
mortgage insurers may only offer private mortgage
insurance covering first lien, one-to-four family
residential mortgages. Nearly all of our mortgage
insurance written provides first loss protection on loans
originated by mortgage lenders and sold to the GSEs.
Each GSE’s Congressional charter generally prohibits it
from purchasing a mortgage where the principal
balance of the mortgage is in excess of 80% of the value
of the property securing the mortgage unless the excess
portion of the mortgage is protected against default by
lender recourse, participation or by a qualified insurer.
As a result, such “high loan-to-value mortgages”
purchased by Fannie Mae or Freddie Mac generally are
insured with private mortgage insurance.

Mortgage insurance protects the insured lender,
investor or GSE against loss in the event of a borrower’s
default. If a borrower defaults on mortgage payments,
private mortgage insurance reduces, and may eliminate,
losses to the insured. Private mortgage insurance may
also facilitate the sale of mortgage loans in the
secondary mortgage market because of the credit
enhancement it provides. Our primary U.S. mortgage
insurance policies predominantly cover individual loans
and are effective at the time the loan is originated. We
also may enter into insurance transactions with lenders
and investors, under which we insure a portfolio of
loans at or after origination. Although not currently a
significant product, we may offer mortgage insurance
on a “pool” basis in the future. Under pool insurance,
the mortgage insurer provides coverage on a group of
specified loans, typically for 100% of all contractual or
policy-defined losses on every loan in the portfolio,
subject to an agreed aggregate loss limit. Pool insurance
may be in a first loss position with respect to loans that
do not have primary mortgage insurance policies, or it
may be in a second loss position, covering losses in
excess of those covered by the primary mortgage
insurance policy.

ARCH CAPITAL

11

e Mortgage insurance and reinsurance in Europe and
other countries where we identify profitable
underwriting opportunities. Since 2011, Arch Insurance
(EU) has offered mortgage insurance to European
mortgage lenders in order to reduce lenders’ credit risk
and regulatory capital requirements associated with the
insured mortgages. In certain European countries,
lenders purchase mortgage insurance to facilitate
regulatory compliance with respect to high loan-to-
value residential lending. Arch Insurance (EU) offers
mortgage insurance on both a “flow” basis to cover new
originations and through structured transactions to
cover one or more portfolios of previously originated
residential loans. Increasingly, Arch Insurance (EU) and
Arch Re Bermuda are providing protection to European
banks on significant risk transfer (“SRT”) transactions. In
Australia, Arch Indemnity provides lenders’ mortgage
insurance on a flow basis to cover new originations and
offers coverage through structured transactions to
cover one or more portfolios of previously originated
residential loans.

e Reinsurance. Arch Re Bermuda provides quota share
and excess of loss reinsurance covering U.S. and
international mortgages.

e Other credit risk-sharing products. In addition to
providing traditional ~mortgage insurance and
reinsurance, we offer various credit risk-sharing
products to government agencies and mortgage
lenders. The GSEs have reduced their exposure to
mortgage risk by shifting a portion of it to the private
sector, creating opportunities for insurers to assume
additional mortgage risk. Arch Re Bermuda and its
affiliates have regularly participated in both Fannie Mae
and Freddie Mac single family and multifamily risk
sharing programs since their inception over 10 years
ago.

In 2019, we established Arch Credit Risk Services (Bermuda)
Ltd. (“Arch CRS”). Arch CRS is licensed by the Bermuda
Monetary Authority (“BMA”) as an insurance agent in
Bermuda. Arch CRS offers mortgage credit assessment and
underwriting advisory services with respect to participation
in GSE credit risk transfer transactions.
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Underwriting Philosophy. Our mortgage group believes in a
disciplined, analytical approach to underwriting mortgage
risks, including forecasting delinquency and future home
price movements with the goal of ensuring that premiums
are adequate for the risk being insured. Experienced
actuaries and statistical modelers are engaged in analytics to
inform the underwriting process. As part of the underwriting
process, our mortgage group typically assesses a variety of
factors, including the:

e ability and willingness of the mortgage borrower to pay
its obligations under the mortgage loan being insured;

e characteristics of the mortgage loan being insured and
the value of the collateral securing the mortgage loan;

e financial strength, quality of operations and reputation
of the lender originating the mortgage loan;

e home price trends and expected future home price
movements which vary by geography;

e projections of future loss frequency and severity; and
e adequacy of premium rates.

Sales and Distribution. In the U.S., we employ a sales force to
directly sell mortgage insurance products and services to our
customers, which include mortgage originators such as
mortgage bankers, mortgage brokers, commercial banks,
savings institutions, credit unions and community banks. Our
largest single mortgage insurance customer in the U.S.
(including branches and affiliates) accounted for 5.3% and
6.2% of our gross premiums written for the years ending
December 31, 2025 and 2024, respectively. No other
customer accounted for greater than 3.4% and 3.2% of the
gross premiums written for the years ending December 31,
2025 and 2024, respectively. The percentage of gross
premiums written on our top 10 customers was 25.8% and
25.2% as of December 31, 2025 and 2024, respectively. In
Europe, Bermuda and Australia, our products and services
are distributed on a direct basis and through brokers. Each
country represents a unique set of opportunities and
challenges that require knowledge of market conditions and
client needs to develop effective solutions.

Risk Management. Exposure to mortgage risk is monitored
globally and managed through underwriting guidelines,
pricing, reinsurance, utilization of proprietary risk models,
concentration limits and limits on net probable loss resulting
from a severe economic downturn in the housing market.
Exposure to climate risk has also been incorporated into the
risk management framework of our mortgage group to
monitor and manage our exposure to potential (i) losses
related to the direct physical impact of extreme weather
conditions or events in certain transactions; and/or (ii)
adverse economic or housing market conditions caused by
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the physical impact of extreme weather conditions or events
on a region or the financial impact of transitioning to a zero
or low carbon economy on a region. Generally, mortgage
insurance policies exclude direct physical losses resulting
from physical damages, such as damage caused by extreme
weather events, though we do have some exposure to
physical damage in certain GSE credit risk transfer (“CRT”)
and European SRT transactions. Additionally, we actively
monitor developments in the housing market, financial
regulation and public policy in the geographies where our
mortgage group operates to facilitate implementation of
laws, regulations and policies which support sustainable
environmental behavior and mitigate the effects of climate
change. For a discussion of our risk management policies,
see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Summary of Critical
Accounting Estimates—Ceded Reinsurance” and “Risk
Factors—Risks Relating to Our Industry, Business and
Operations—The failure of any of the loss limitation
methods we employ could have a material adverse effect on
our financial condition or results of operations.”

Our mortgage group has ceded a portion of its premium
through quota share and aggregate excess of loss
reinsurance agreements which provide reinsurance coverage
for delinquencies on portfolios of in-force policies issued
between certain periods. See note 8, “Reinsurance,” to our
consolidated financial statements in Item 8 for further
details.

Reinsurance arrangements do not relieve our mortgage
group from its primary obligations to insured parties.
Reinsurance recoverables are recorded as assets, predicated
on the reinsurers’ ability to meet their obligations under the
reinsurance agreements. If the reinsurers are unable to
satisfy their obligations under the agreements, our mortgage
subsidiaries would be liable for such defaulted amounts. For
our U.S. and Australian mortgage insurance businesses, in
addition to utilizing reinsurance, we have developed
proprietary risk models that simulate the maximum loss
resulting from severe economic events impacting the
housing market. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations—
Catastrophic Events and Severe Economic Events.”

Claims Management. With respect to our direct mortgage
insurance business, the claims process generally begins with
notification by the insured or servicer to us of a default on
an insured loan. The insured is generally required to notify
us of a default after the borrower misses two consecutive
monthly payments. Borrowers default for a variety of
reasons, including a reduction of income, unemployment,
divorce, illness, inability to manage credit, rising interest rate
levels and declining home prices. Upon notice of a default, in
certain cases we may coordinate with loan servicers to
facilitate and enhance retention workouts on insured loans.
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