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FAIRFAX News Release

Stock Symbol: FFH

TORONTO, August 9, 2002
SECOND QUARTER FINANCIAL RESULTS

Fairfax’s insurance and reinsurance operations continued to show significant improvement in the
second quarter of 2002. During the first half of 2002, net premiums written increased 20.4% over the
previous year (42.5% excluding TIG, which exited from a significant amount of its program business
written through MGAs), to $3,136.3 million from $2,603.9 million in 2001, while combined ratios
improved as follows:

002 2001
Insurance - Canada 97.9% 109.7%
-U.S. 107.6% 112.5%
Reinsurance 98.8% 102.6%
Consolidated 103.2% 109.5%

Earnings before income taxes and non-controlling interests increased 206% to $103.8 million in
the second quarter of 2002 from $33.9 million last year, reflecting improved underwriting and investment
results. Net earnings were up only slightly to $47.0 million in the second quarter of 2002 from $46.0
million in 2001, as a result of there being $41.7 million of income tax expense in 2002 as compared to
$14.4 million of income tax recovery in 2001, and a $10.4 million deduction in respect of the OdysseyRe
non-controlling interest in 2002 as compared to no similar deduction in 2001 when OdysseyRe was
wholly-owned.

Following is a summary of the second quarter and first half financial results:

THREE MONTHS SIX MONTHS
ENDED JUNE 30 ENDED JUNE 30
2002 2001 2002 2001
(8 million except per share amounts)
Total revenue 1,890.1 1,531.7 3,632.3 3,060.0
Earnings before income taxes
and non-controlling interests 103.8 339 132.8 452
Net earnings 47.0 46.0 58.3 76.9
Net earnings per share $295 $3.27 $3.41 $538

Fairfax’s detailed second quarter report can be accessed at its internet location www.fairfax.ca

There were 14.3 million weighted average shares outstanding in the second quarter and first half of
2002 compared to 13.1 million in the same periods in 2001.
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Fairfax Financial Holdings Limited is a financial services holding company which, through its
subsidiaries, is engaged in property, casualty and life insurance and reinsurance, investment management
and insurance claims management.

-30-

For further information contact: Bradley P. Martin, Vice President, at (416) 367-4941

FAIRFAX FINANCIAL HOLDINGS LIMITED
95 Wellington Street West, Suite 800, Toronto Ontario M5J 2N7 Telephone 416/367 4941 Telecopier
367 4946
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CONSOLIDATED BALANCE SHEETS
as at June 30, 2002 and December 31, 2001
(unaudited — § millions)

Assets

Cash and SOt (BN INVESIMENLS ....vevieieeeririinreerersraeesre s st eseescnssscersassesesscsesssessssessssesessesaesssosarsonsoneameosessasssensorensansos
Marketable securities...................

Accounts receivable and other.
RECOVETADIE fTOIM TEIMSUIETS ... .oveive ettt e et s et e e eebeetesae s tsre e sbesnsebesaeseabeeseshsasreees e ssrsesssssstentesssnnesnensrn

Portfolio investments
Subsidiary cash and short term investments (market value
—81,709.9; 2001 —— $2,254.3) ..ottt eh b a e e a e et e b bae e a bbb na e eaenerens
Bonds (market value — $11,575.6; 2001 —
B11,824.2)....oceteeeiiieecie et rece et s b a eSS b e be R R b e At b AR E e R e narassebenabesa b b s b n st tnan
Preferred stocks (market value — $204.2; 2001 —
SI26.4) ooecereeee sttt ee e ettt ekt s e R £ et et R b aba et R b et b e Rt et be e e s bbb nasinRebatene
Common stocks (market value — $993.7; 2001 —
B949.7) ettt ekttt e b s A b et Rt e£ SRR Ao R b s e R £ E s E e AR e b ebtea et e bbb ensnae s ananan
Investments in Hub and Zenith National (market value —
$560.0; 2000 — $525.4) ...ttt bbb bbb e R s s bbbt e bbbt b ae b tsanesan s sates
Real estate (market value — $48.8; 2001 — $82.7) ...t
Total (market value — $15,092.2; 2001 — $15,362.7) ...cuemiieiriiiiee ettt ettt sttt bbb snan
Deferred premium acquisition costs .........c..ccoovveenrns
Future income taxes..........oceeeeeennne
Premises and equipment
Goodwill........cccooviveen.
OBRET ASSELS .....vueeeeceeteiciire e cere st b s s et et b b s st s e b o444 n e s E e R s ebn s e Rt ae s e s b e e E et na e R b et s aebas s st e st ren et R oea

Liabilities

Lindsey Morden bank indebtedness...........c.cooiiimiiiiiiiiiiici sttt et
Accounts payable and accrued liabilities .
Funds withheld payable t0 TEINSUIETS.......ci.iiiieieirini e sresee et re et ses et s s s s s enetabesess s ssesesenesenssenerens

Provision for claims....
Unearned premiums....
Longtermdebt ..........ccooieinniriininnne
Trust preferred securities 0f SUDSIAIAES ...........ccocouiiiiiiiiic b

INON=CONIIOIING IMEEIESES ....c.v.cviiiiititi ittt sttt e st be et treecsb et b st a bt b s eat e abesensseeanen
Excess of net assets acquired over purchase price paid
Shareholders' Equity

COMIMON SOCK. ... ettt ittt bttt b et e bt b b et ee s e s b ed e ae et e b e ans s b et ebease e s eReabababass bbb eanresesbrseeans
Preferred stock.....
Retained eamnings

2002

489.1
62.4
3,343.7
12,1939
16,089.1

1.007.3

2,260.1
2000
8822

33423

33.8186

2001

751.5
81.9
3,405.2
12.802.1
17.040.7

2,2543
11,745.3
126.8
909.8
4713
— 183

155858
518.0




CONSOLIDATED STATEMENTS OF EARNINGS
for the six months ended June 30, 2002 and 2001

(unaudited — 8 millions)

Second quarter

First six months

2002 2001 2002 2001
Revenue
GroSS PremilmS WITEN....coveevririeriernrinsereriasmesssseseresasnararesesresssesasssasassrene 1.956.3 1,595.0 39103 3.350.1
Net Premiums WIHIEN .....c.o.coviiiiieiiieni et estr oo sins 1.558.5 1.210.0 3.136.3 2.6039
Net premiums CAIMNEd. ......ccoe.civiiiiriiiiic e e e e eseneas 1,509.2 1,1859 2,965.3 2,382.5
Interest and dividends..........coovriiiic s 168.1 167.7 3212 3535
Realized gains on iNVESUMENTS ..o eceeerenne 102.7 20.5 126.0 65.5
Realized gain on OdysseyRe IPO ...t — 51.2 — 51.2
ClAIMS fEES ..vvvruereceecrcecreneretirercr s eses e cesseesasasenessaserssre s s eseseoens 110.1 106.4 2198 207.3
1.890.1 1.531.7 3.632.3 3.060.0
Expenses
LOSSES ON ClAIMS......eooiieiiii ettt e ene et ose s e 1,124.8 844.2 2,164.4 1,778.0
Operating expenses.. . 361.6 368.5 710.0 688.7
COMMUSSIONS, NMEL .eviiieiieieriee oo reterees st ceesesbessestetee s sareesersessenbesssensesseans 259.5 2594 538.5 479.3
INEETEST EXPENSE ...c.einvirrecrirrricre et eees s snae s nnsb s sbsssessssererens 31.6 44.7 61.5 87.5
Other costs and charges (NOE 2)........c.covrveuricrireerercmrennsnnneenrinesssssesessaserens 8.8 — 251 19.2
Negative goodwill ......cooviii — (19.0) — (319
1.786.3 1.497.8 34995 3.014.8
Earnings before income taxes...............ooovvviniiniiinnccrnccncnnenennsnaens 103.8 339 132.8 452
Provision for (recovery of) of income
BAXES ©..ovovivverasesesereseesesesrseseneseostses et car s et bt n et et e ae s e bt s st nne 41.7 (14.4) 48.8 (39.9)
Earnings from operations... 62.1 483 84.0 85.1
Non-controlling interests ... (15.1) 2.3) (25.7) (8.2)
Net earnings ..........ccooecene. — 470 460 — 583 — 169
Net earnings per share ............ccooocevevvcrecneonvennecennns $ 295 $ 327 -$ 34 $ 538
Shares outstanding (000) (weighted
AVETAZE) .....ooveeeereeeeeceteeetteeestiaets s etes s et se sttt b st e b et s s bbbt e saeseseeberaneene 14,347 13,101 14,347 13,101
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
Jor the six months ended June 30, 2002 and 2001
(unaudited — 8§ millions)
2002 2001
Retained earnings — beginning of Period.......................oiiiii e i 7962 1,167.4
Change in accounting for negative BOOGWIll...........c.ooiiiiiiiiiiee et e bets et et sttt se s ens 514 —
Retained earnings as restated — beginning of
PEIIOB. ... oottt et st b st ee s eh et E e bRk R bRt s R e R e e ReRe SRR Ao a e eE et et b st e b bt e bbb atebesets 847.6 1,1674
Net eamnings for the Period ... 58.3 76.9
Common share dividends ... (14.3) —
Preferred share dividends .... (6.5) (6.5)
Dividend tax..........ccoevenivencninnn. (2.9) —
Retained earnings — end of PETOQ ...t e 8822 1.237.8
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CONSOLIDATED STATEMENTS OF CHANGES IN CASH RESOURCES
Jor the six months ended June 30, 2002 and 2001
(unaudited — § millions)

Second quarter First six months
2002 2001 2002 2001
Operating activities
Eamings from Operations..........ccocivcnnnenimisnmeremeseseemsessaeserenssesesenseses 62.1 48.3 84.0 85.1
Amortization.........c.....cc.. - 17.8 19.9 345 29.5
Future income taxes.. . 253 (38.5) 30.5 (56.8)
Negative goodwill ....... — (19.0) — 379
Gains on investments (102.7) (A W) (126.0) (116.7)
25 (61.0) 23.0 (96.8)
Increase (decrease) in:
Provision for Claims.... ... (214.7) (1,058.1) (732.5) (2,090.9)
Uneamed premiums................ 81.2 29.0 421.7 3532
Accounts receivable and other (174.1) 53.1 (71.0) (105.4)
Recoverable from FEINSUTETS........coviiiiiiiiicc e e 452.8 763.2 44.7 854.7
Funds withheld payable to T€INSULETS............ccoooiiiniiniiniccree e 252 (99.9) (61.6) 25.1
Accounts payable and accrued
[EABTHES ...ttt st (210.5) (282.2) (2.4) (36.2)
OHNEE ...ttt et e bbb e b b e beee (39.0) (43.5) (55.8) (62.6)
Cash provided by (used in) operating
ACLIVILIES ..ooveeeeiiiicevessees e e eeesie ettt bt s et sena bbbt eb s e 76.6) (699.4) 433. (1,158.9)
Investing acti
Investments — PUrchases ..........cocovvviviiiieiiiiiicc e (1,453.8) (1184) (1,656.3) (724.7)
— SAES Lottt e b ettt bebeaen 997.1 561.6 1,323.0 1,190.5
Sale (purchase) of marketable
SEOUMIEIES ....cvvoevs et vreececinr e sras s bt s s emnb e b e bbb et ses 834 63.5 19.5 55.6
Sale (purchase) of capital assets . (13.8) (15.3) (22.7) (20.4)
Purchase 0f Old LYME ...........oveviiinevrrcrnrernenescn et caneransanes (66.2) — (66.2) —
Cash provided by (used in) investing
ACHIVITIES 1vviieiiieciee et e et e (453.3) 4914 (402.7) 501.0
Financing activities
Shares repurchased...........ccccoviiimmiiiic s ©0.7) — 1.3) —
Issue of OdysseyRe convertible debt.............c..coiiiiiic 1673 — 167.3 —
Long term debt and trust preferreds
TEPAYMENES (NOLE 3) 1.oviiecviiceetiiieirene e eseete b s anens 92.7) (58.2) (102.1) (60.3)
Bank indebtedness.... ..o 23 9.3 125 182
Common share dividends ... e — — (14.3) —
" Preferred share dividends ..o (3.2) (3.2) (6.5) 6.5)
Proceeds on OdysseyRE TPO .....ooovviiriiciiiiccticcenecerereen e — 436.9 — 436.9
Non-controlling iNterests ........ccocovvirinriiiiii s (1.4) o (10.9) —
Cash provided by (used in) financing
BCHIVILIES vovevviviveieeseeee seeeecrrscae s seb s e nstb bbb ee et rene s s sa et bebenenan 71.6 3848 447 3883
Foreign currency translation ..........oocoiiiiiircmncer e cnecesenecensecneeesneenns (4.3) — (14.9) —
Increase (decrease) in cash
FSOUICES. ....vvviiereriesreeeareseasesesesestestateass e seraasrss et esbeseabesbabassasesssressessensessnean (462.6) 176.8 (806.8) (269.6)
Cash resources — beginning of
PEFIOM.... ..o 2.661.6 1.959.3 3.005.8 24057
Cash resources — end of
11 5 1111 IOU OO OO p OO OOV OSSOSO OO 2.1990 2.136.1 2.199.0 21361

Cash resources consist of cash and short term investments, including subsidiary cash and short term investments.
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Notes to Consolidated Financial Statements
Jor the six months ended June 30, 2002 and 2001
(unaudited — in § miilions)

‘ 1. Basis of Presentation

These consolidated financial statements should be read in conjunction with the company's consolidated financial statements for the
year ended December 31, 2001 as set out on pages 24 to 46 of the company's 2001 Annual Report. These consolidated financial
statements have been prepared in accordance with Canadian generally accepted accounting principles using the same accounting
policies as were used for the company's consolidated financial statements for the year ended December 31, 2001, except as follows.

Effective January 1, 2002, in accordance with changes to Canadian generally accepted accounting principles, goodwill is no longer
being amortized to earnings over its estimated useful life. The carrying value of goodwill will be charged to earnings if and to the
extent that it is determined that an impairment in value exists. The company assesses the carrying value of goodwill based on the
underlying undiscounted cash flows and operating results of its subsidiaries. In addition, effective January 1, 2002, the excess of the
fair value of net assets acquired over the purchase price paid for acquired businesses (negative goodwill) is no longer amortized to
earnings. Consequently, effective January 1, 2002, the company's negatlve goodwill balance of $51.4 was added to sharecholders'
equity as an adjustment to opening retained earnings.

The above-mentioned changes in accounting policy resulted in a reduction in pre-tax earnings of $16.2 for the six months ended
June 30, 2002 ($8.2 for the second quarter of 2002), and had the new accounting policy been applied for the six months ended June
30, 2001, pre-tax earnings for that period would have been reduced by $30.4 ($15.3 for second the quarter of 2002), as set out below:

(a) negative goodwill amortization would have increased pre-tax earnings by $11.9 and $19.0 for the three months ended June 30,
2002 and 2001, respectively and by $23.7 and $37.9 for the six months ended June 30, 2002 and 2001 respectively; and

(b) goodwill amortization would have decreased pre-tax earnings by $3.7 for the three months ended both June 30, 2002 and 2001
and by $7.5 for the six months ended both June 30, 2002 and 2001.

2. Other Costs and Charges

For the six months ended June 30, 2002, the company incurred employee severance costs at Crum & Forster ($6.4) as part of
management's focus on improving operating efficiencies and reducing operating expenses. The company also incurred the cost of
settling two outstanding legal claims at Lindsey Morden ($9.9), including one relating to Lindsey Morden's representations and
warranties on the sale of a U.K. subsidiary in November 1998. During the second quarter of 2002, the company incurred severance
costs at Ranger ($2.4) as part of its integration with TIG Insurance and wrote off costs incurred in connection with CFI's contemplated
IPO ($4.6) following the company's decision to withdraw CFI's IPO registration statement on July 8, 2002.

3. OdysseyRe Debt

On June 28, 2002, OdysseyRe issued $167.3 (US$110) of 4 3/8% convertible senior bonds due 2022 and repaid bank and other
long term debt of $91.3 (US$60) from the proceeds of the issue.

4. Segmented Information

The company is a financial services holding company which, through its subsidiaries, is engaged in property and casualty
insurance conducted on a direct and reinsurance basis, runoff operations and claims adjusting, appraisal and loss management

services.

In Management's Discussion and Analysis of Financial Condition and Results of Operations, the company shows the net premiums
earned, combined ratios, and underwriting and operating results for each of its insurance and reinsurance groups, as well as the
earnings contributions from its runoff and other operations and claims adjusting, appraisal and loss management services. Interest and
dividends in the consolidated statements of earnings are included in the insurance and reinsurance group operating results and in the
runoff and other operations in the table showing the sources of net earnings. There were no significant changes in the identifiable
assets by operating group as at June 30, 2002 compared to December 31, 2001.

(N




Comparative numbers for the reinsurance group's net premiums earned and combined ratio for the six months ended June 30, 2001
have been restated to conform to the presentation adopted in the company's 2001 Annual Report. The reinsurance group represents the
results of OdysseyRe. The results of CTR's non-life reinsurance operations are included in the runoff and other segment effective
January 1, 2001.

5. U.S. GAAP Reconciliation
The consolidated financial statements of the company have been prepared in accordance with Canadian generally accepted
accounting principles ("GAAP") which are different in some respect from those applicable in the United States as described in Note

17 on pages 43 to 46 of the company's 2001 Annual Report.

The following shows the reconciliation of the company's net earnings, prepared in accordance with Canadian GAAP, to its net
earnings, prepared in accordance with U.S. GAAP:

First six months

2002 2001

Net eamings, Canadian GAAP ........cooceorvvnenrivrnnnnns 583 76.9
Foreign exchange gain on yen debt swap, net of tax. — 10.8
Recoveries On retroactive reinSurance, NEL 0T LAX.........ccvueiriciiciiincii st or s e e es et st senas 19.7 6.2)
Cumulative catchup adjustment on changes in accounting for

NERAVE ZOOAWIIL ...oiiirreicit e et bbbt b e n e s e R e n e hn st e e nesnnanin 179.7 —
Amortization of negative goodwill. — 24.6
Net earnings, U.S. GAAP .........ocoeeenee. 56.0
Net earnings per share, U.S. GAAP $ 3.84

The following shows the reconciliation of the company's consolidated shareholders' equity, prepared in accordance with Canadian
GAAP, to its consolidated shareholders' equity, prepared in accordance with U.S. GAAP:

December 31

2001
Shareholders' equity, Canadian GAAP ..............cccociiiiierr et bbb bbbt ea e . 3,257.6
Market value adjustment of investments, net of tax.......... (163.3)
Cumulative reduction in net earnings under U.S. GAAP .. (719.3)
Shareholders’ equity, U.S. GAAP ... e —2,8333 2.375.0
Book value per Share, U.S. GAAP ... ettt bt bt ten $ 15156

At June 30, 2002, the cumulative reduction in net earnings under U.S. GAAP primarily relates to the deferred gain on retroactive
reinsurance.

6. Foreign Exchange
The translation of the company's consolidated balance sheet and results of operations are significantly affected by movements in
the US dollar/Canadian dollar exchange rate. The following table sets out the Canadian dollar value of US$1.00 at the balance sheet

dates and for the interim periods.

(a) Period end exchange rate

JUNE 30, 20020 oot sttt st e e te e st ke s b et e eh e atas e s e st e R bt e nR R e A S e et ereensenaesbese st eR e R e ebs s aeneeetaenseeseanben s et beste sa st eanseaeantsrtseae e $ 1.5209
December 31, 2001 $ 1.5963
Decrease in the value of the US dollar vs. the Canadian
GOIAT ....o.eveeceee ettt ettt a s e e r et s et b b e b et ere e s A e st e n s s et e sre s e At b b e b RS b s e s SeeRe A Aes AR oA RSt ae s e e A e R s e Aeatte s ettt es et eeee s ena et en s ennae s e aene 4.7%
(b) Average exchange rate
Second First six
quarter months
JUNE 30, 2002......cueeieeeeeeeeeere e seereeerentisues e st abe b et abesessasss s ebas ek e sassesebas e e s eae s s a4 e ReR s eabe e et et et et e teReAeRaR e e esereteseaesessesannreseteeerersenaeni $ 1.5862 $ 15777
JUTIE 30, 2000 ittt ettt ettt s e st b e e s e r e b s e eh ekt e S h e e abs et be s £a e seeR e e e anteRra b et ease e teeebanteerre et et stannrnn $ 1.5461 $ 15339
Increase in the value of the US dollar vs. the Canadian
QOIJAL ... oeiiee ettt et e sttt ettt et e e e et et e n e e s e et e et erattsetaeaetaaea e Eeee ek Ear st re e e tanp e et b aeeear e e et arseearreeeeanrreeianthresenateesaannson 2.6% 2.9%

—
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
(in § millions except per share amounts and as otherwise indicated)

The combined ratio improved significantly to 103.2% in the second quarter of 2002 from 109.4% in the second quarter of 2001
continuing the combined ratio improvement reported in the first quarter of 2002. Pre-tax income increased significantly to $103.8 in
the second quarter of 2002 from $33.9 in the second quarter of 2001, reflecting improved underwriting and investment results.
However, net earnings were up only slightly to $47.0 ($2.95 per share) in 2002 from $46.0 ($3.27 per share) in 2001, primarily due to
a higher income tax provision and higher non-controlling interests in earnings, which are discussed below. The weighted average
outstanding shares for the three months ended June 30, 2002 were 14.3 million versus 13.1 million last year.

Revenue in the second quarter increased to $1,890.1 from $1,531.7 last year principally as a result of higher net premiums earned
and claims fees and realized gains. Net premiums written increased 28.8% over the previous year (52.1% excluding TIG, which exited
from a significant amount of its program business written through MGAs), to $1,558.5 from $1,210.0 in 2001.

Revenue reflected in the consolidated financial statements includes net premiums earned, interest and dividend income and
realized gains on sale of investments of the insurance, reinsurance and runoff companies, claims adjusting fees of Lindsey Morden and

other miscellaneous income.

Net Earnings

The combined ratios by segment and the sources of net earnings (with Lindsey Morden equity accounted) were as follows for the
three months and six months ended June 30, 2002 and 2001:

Second quarter First six months
2002 2001 2002 2001
Combined ratio .
INSUrANCE —— CaANAAA. ........ccoveviiiicnirce ettt a s eab s 96.6% 108.3% 97.9% 109.7%
—US......... 108.5% 113.2% 107.6% 112.5%
Reinsurance.... 98.8% 102.1% 98.8% 102.6%
CONSOIAALED..........cverieeiee et rr s e sn et st b et ae e s e s s sreeesresserenban 103.2% 109.4% _103.2% 09.5%
Sources of net earnings
(with Lindsey Morden equity accounted)
Underwriting
INSUrANCE — Canada............coceviiiiniiecece et et en b st enebenan 7.4 (14.1) 8.7 (324)
—US. (60.6) (90.9) - (113.8) (174.0)
Reinsurance................ 6.5 (6.9) 12.1 (16.3)
Interest and divIdEnds.............covieirieiiiiniiicee et b s 125.1 103.5 238.5 239.6
78.4 (8.4) 145.5 16.9
ReEQIZEA BAINS .....oocvveneeercceect ittt an bbbt r s 102.7 71.7 126.0 116.7
Runoff and other......c.cco.ocovveiiinennene (22.9) 13.0 (26.3) 11.0
Claims adjusting (Fairfax portion)... (1.5) (14) (6.8) (3.3)
Interest €Xpense........ccocevueecenees (28.5) 41.0) (55.2) (80.8)
Swiss Re premium and interest.... _— (13.7) — (19.2)
Corporate overhead and other...... (17.4) 3.6) (32.4) (8.6)
Other costs and charges ............... (7.0) — (13.4) (19.2)
Goodwill and other amortization. — (1.5) — 3.2)
Negative goodwill amortization....... — _190 — 379
Pre-tax income.........ccooveverccenenn 103.8 34.1 1374 482
Less (add): taxes......c.....ooveeene 409 (149) 50.0 (38.6)
Less: non-controlling interests. (159 _(3.0 (29.1) (9.9)
INEE BAIMIIES. ..cvvteeieiei ettt ettt ettt e b et st st a st s e s sa e s b s s s seasnt s ebenane 470 -46.0 _S583 6.9
Canadian Insurance Companies
For the quarter ended June 30, 2002
Corporate
Commonwe Federated Lombard Markel adjustments _Total
alth
Underwriting profit.............ccooocovceioerecnneccneieenceeeinseesnsenss — 61 A2 = 14
Combined ratio............... 96.3% 100.0% 25.8% 29.1% =26.6%
Gross premiums written.... 202.1 32.0 208.5 40.5 483.1
Net premiums written....... 97.6 244 187.1 26.5 3356
Net premiums earned............coooorervevenieeennnn, 30.0 19.2 144.1 216 214.9
Underwriting profit...........ccocveoveniviininicnens 11 — 6.1 02 = 7.4
Interest and dividends... 16.3
OPErating INCOME ....ccevvirriiecerecertes it ee e e saste s reaesraaesssens 23.7

N
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For the quarter ended June 30, 2001

Corporate
Commonwealth  Federated Lombard Markel adjustments Total
Underwriting profit
(1058)....ocvvreenne (10.5) _(03) 8.3) 02 48 4D
Combined rati 148.6% 101.8% 07.1% 98.7% 1083%
Gross premiums written. _845 259 70. 213 301.8
Net premiums written.... 31.2 20.6 152.1 14.6 2185
Net premiums €ameqd...........covvererrrreeineinieie s 1.6 16.7 116.9 157 170
Underwriting profit
[([STE) [ 10.5 (0.3) (8.3) 02 4.8(1) (14.1)
Interest and dividends 14.4
Operating iNCOME ......c.ccocvirirerinierinniee e e s 0.3
(1) Swiss Re recovery on 1998 and prior losses.
For the six months ended June 30, 2002
_ Corporate
Commonwealth  Federated Lombard Markel adjustments _Total
Underwriting profit..........c.ccoeivririmnnnce e 37 01 45 _04 = 8.7
Combined ratio............ _943% 99.7% _984% 99.0% 97.9%
Gross premiums written. 373.0 59.0 3588 80.7 871.5
Net premiums written ... 166.2 44.1 3207 586 589.6
Net premiums eamned. 65.4 376 2789 404 4223
Underwriting profit.... 3.7 _0.1 45 _04 = 8.7
Interest and dividends 295
Operating NCOME .....c..oovriinieceercc s s 382
For the six months ended June 30, 2001
Corporate
Commonwealth  Federated Lombard Markel adjustments Total
Underwriting profit
d 2.7 26D 02 20 {32.4)
125.5% 108.0% 111.6% 29.4% 109.7%
Gross premiums Wrtlen. ......cceervvererininnrienenenan,s 1461 469 285.8 31.6 5304
Net premiums WHtteN .....c..coooviviiininnnieieniirenennn, 559 37.5 253.7 383 3854
Net premiums €amed.........o.ccovveinienriniesesnsieriine, _424 340 2258 312 3334
Underwriting profit
(10SS) ... vvrireicrerarsesei sttt 10.8 2.7 26.1 02 2.0(1) (32.4)
Interest and dividends 31.1
Operating iNCOME ..........ccoenrvnrrrvsirerinnsmnsnsssinnns 1.3

(1) Swiss Re recovery on 1998 and prior losses.

The Canadian insurance companies' combined ratio for the three months ended June 30, 2002 improved to 96.6% from 108.3% last
year, primarily due to significant price increases achieved by all companies in 2001 and continuing into 2002 and, for Federated and
Lombard, better than normal winter conditions in the first quarter of 2002 resulting in less severe winter-related losses compared with
the first quarter of 2001. In the second quarter of 2001, Commonwealth incurred losses of $7 from Tropical Storm Allison. Net
premiums written by the Canadian insurance companies increased by 53.6% in the second quarter of 2002 compared with the second

quarter of 2001 due to continuing price increases achieved in excess of 20%, increased retentions and continuing favourable market
conditions.

U.S. Insurance Companies
For the quarter ended June 30, 2002

Crum & Corporate
Forster TIG(1) Falcon(2) adjustments Total



Underwriting profit

(10SS) oot 164) 44 4) 02 — 160.6)
COMBINEA PR ...ecvovoeeeeeereneecenreesereeresscssssss e sssssssssesnse s 106.3% % 98.7% - 108.5%
GroSS Premitms WHREN ....c.oveviereiiiiiinetcistnene s tseresssrscnsesressvaeanes 363.8 4513 163 8314
Net Premiums WHHEN .....ocveoeerieeiinecere ittt enesennes 268.7 3837 125 664.9
Net premiums eamed.........ccccoeviiiicninninecn e eseees 261.7 43935 158 717.0
Underwriting profit

(IOSS) cereeieeeterrieetec et tetes e s e as st b ettt n s aen st seen 164 444 02 = (60.6)
Interest and AiVidends.............cocovrvereeeseerecececee s 63.0
Operating income

(JOSS) ettt bttt 24

For the quarter ended June 30, 2001
Crum & Corporate
Forster TIG(1) Falcon(2) adjustments Total
Underwriting profit

(HOSS) ..ottt et e et e sttt {437 £61.5) | 3 (90.9)
Combined ratio............ . 2% 113.8% I%A, 1440) 1132%
Gross premiums written 2980 590.0 113 2993
Net premiums written................... 2504 4375 7.1 695.0
Net premiums €arned.........cocoierrinnnieeninienenne e e cesreerns 2402 4449 37 688.8
Underwriting profit

(HOSS)evnvrsiererecrerie e setee s e b et saa ettt eb e 437 (61.5) 0.5 14.8(3) (90.9)
Interest and dividends..........ccccovvivvvcvevincnn e, 46.8
Operating income -

(HOSS) et st e 441

For the six months ended June 30, 2002
Crum & Corporate
Forster TIG() Falcon(2) adjustments Total
Underwriting profit E—

(IOSS) .ottt 02) — )
Combined ratio........... 104.8% 109.6% 100.6% o fﬁ%
Gross premiums written. 748.2 46.0 51.6 : 1.7458
Net premiums written .... 5934 763.7 39.7 1.396.8
Net premiums €amed..........cooovvmieiinmeieiincinienerce e 538.8 9189 323 1.490.0
Underwriting profit 22

{10S5) vttt as et et 257 879 0.2 = (113.8)
Interest and dividends. 120.5
Operating iNCOME ........covecoeemriiirriieii ittt 6.7

For the six months ended June 30, 2001
Crum & Corporate
Forster TIG(1) Falcon(2) adjustments Total
Underwriting profit
(1085) 1.ttt ettt {704) (130.4) (1.6) 28.4(3) (174.0)
Combined ratio..............ccooovvoniins 114.4% 4.5% 122.5% 12.5%
Gross premiums written.. 691.0 12496 219 1.962.5
Net premiums written...... 5505 945.1 10.9 1,506.5
Net premiums earned............cocovveveinneiinininneeneneeeenns 490.0 898.4 7.1 1.395.5
Underwriting profit I
(HOSS) vttt ettt b st a bttt 704 (130.4) 1.6 28.4(3) (174.0)
Interest and dividends 120.7
Operating income
(JOSS) cuarreteet ettt b et s b et et ettt s (533)

(1) TIG includes Ranger's results on a retroactive basis following the combination of the two companies' operations, effective April 1,
2002.

(2) Included in U.S. operations for convenience.

(3) Swiss Re recovery on 1998 and prior losses.
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The U.S. insurance companies' combined ratio for the three months ended June 30, 2002 improved to 108.5% from 113.2% last
year due to the effect of significant price increases and claims and underwriting actions taken by each of the companies over the last
two years. Crum & Forster and TIG obtained average price increases on renewal business written in excess of 22% and 40%
respectively for the second quarter of 2002. Crum & Forster's combined ratio of 106.3% for the second quarter of 2002 compared to
118.2% for the second quarter of 2001 reflects principally the continuing significant improvement in Crum & Forster's underwriting
performance resulting from the execution of management's underwriting, distribution and expense initiatives. The increase in Crum &
Forster's combined ratio to 106.3% in the second quarter of 2002 from 103.4% in the first quarter of 2002 results from a one-time
ceded reinsurance premium and a slight increase in the 2002 accident year loss ratio. Barring unforeseen events or developments,
Crum & Forster continues to expect that its combined ratio will improve below 104.8% in the second half of 2002. Crum & Forster's
increase in net premiums written of 7.3% for the second quarter of 2002 compared to the second quarter of 2001 was primarily due to
the favourable effect of the weakening of the Canadian dollar and price increases on new and renewal business, offset in part by
higher reinsurance costs and lower retention ratios. TIG's combined ratio of 110.1% and its 12.3% decrease in net premiums written in
the second quarter of 2002 compared to the second quarter of 2001, reflect its exit from a significant part of its program business
written through MGAs, as reported in the first quarter of 2002.

Reinsurance
OdysseyRe(1)
Second quarter First six months

2002 2001 2002 2001
Underwriting profit (1088) ... et es s eess et eansnaes 65 {(6.9) =121 (16.3)
Combined ratio................. _98.8% 102.1% . 988% 102.6%
Gross premiums written .. 632.1 -35717 12520 7859
Net premiums written....... 5477 3224 1.110.5 711.6
Net premiums eamned....... 550.3 333.7 1.002.1 625.7
Underwriting profit (loss)... 6.3 (6.9) 12.1 (16.3)
Interest and dividends...... 458 423 88.5 87.8
OPErating iNCOME .......oiuiiirmriiecie ettt ns s bbbt ess s s 52.3 354 100.6 715

(1) These results differ from those published by Odyssey Re Holdings Corp. (ORH) due to the elimination of intercompany
transactions and purchase price and other adjustments made as part of ORH's IPO.

The reinsurance group's combined ratio improved to 98.8% in the second quarter of 2002 from 102.1% in 2001 due to the
company's underwriting actions, including improvements in pricing as well as terms and conditions, and OdysseyRe's opportunistic
expansion into better performing lines of business. Net premiums written increased by 69.9% in the second quarter of 2002 compared
to 2001, due mainly to greater opportunities to write business in certain classes of business and as a result of increased pricing both at
the insurance and reinsurance levels in each of its business segments.

Interest and Dividends and Realized Gains

Interest and dividend income in the second quarter increased to $125.1 from $103.5 last year primarily due to lower interest
expense on funds withheld balances payable to reinsurers while the increase from interest and dividend income of $113.4 in the first
quarter of 2002 resulted from the reinvestment of lower yielding cash and short term investments into higher yielding longer term
bonds. The company continues to reinvest excess cash and short term investment balances and positive cash flow from increasing

premiums written in its Canadian insurance and reinsurance groups into higher yielding investments.

Realized gains on disposal of portfolio securities were $102.7 for the second quarter of 2002, principally from the sale of S&P puts
net of put amortization.

Runoff and Other

For the quarter and six months ended June 30, 2002

Second quarter First six months
European European
TR runoff and other Total TRG runoff and other  Total
Gross premiums WEHten ........cooeinneniiscniencnnen, — _95 _95 _01 407 _408



Net premiums WHHEN . ...c..coeecivmiirieceisienes i 103 10.3 _01 393 394
Net premiums earned — 26.9 26.9 0.1 50.7 50.8
Losses on claims ............. (1.1 (39.4) (40.5) 2.9) (77.1) (79.5)
Operating exXpenses ......c..oooeeerees ©.0) (379) (46.9) (16.2) (58.9) (75.1)
Interest and dividends.................. 13.1 245 376 296 479 715
Operating income (loss) 30 25.9) 229 11.1 37.4) (26.3)
For the quarter and six months ended June 30, 2001
Second quarter First six months
European European

TRG runoff and other Total TRG runoff and other Total

GroSss premilms WHEM.......cocovevviemeisneriniierererienns _0t1 36.1 36.2 _02 1.1 13
Net premiums WHEEN ........cocnmiereenininsenieinnns _0.1 (26.0) 259 _02 0. _04
Net premiums earned. 0.1 (7.6) (7.5) 02 27.7 279
Losses on claims.... (1.1) 39.0 379 2.4) (19.3) 21.7)
Operating expenses.... . (10.2) (42.5) (52.7) (15.6) (63.8) (79.4)
Interest and dividends..........cococcrceincnicninecnenne 14.7 20.6 353 313 529 842
Operating income (l0SS).....ccccrevrvrrinninnininiinns _35 S 13. 135 (2.5) _11.0

The runoff operations consist of International Insurance, Sphere Drake and the non-life operations of CTR. Claims costs and losses
on claims exceeded net investment income by $26.3 due to higher losses and commissions on the runoff of CTR’s non-life and life
operations and to the strengthening of claims reserves. In the second quarter of 2001, the losses on claims were favorably impacted by
commutations. Net premiums earned for the second quarter of 2002 and 2001 principally relate to the runoff of CTR's non-life
reinsurance portfolio and internal reinsurance of the Canadian and U.S. insurance companies.

Other Elements of Net Earnings
Interest expense decreased to $28.5 for the second quarter of 2002 compared to $41.0 for the second quarter of 2001, principally
due to the benefit of the company's fixed rate to floating rate interest rate swaps, partially offset by the interest on OdysseyRes

external debt issued in the fourth quarter of 2001.

Corporate overhead and other consists of Fairfax and OdysseyRe holding company expenses net of Hamblin Watsa's pre-tax
income and interest income on Fairfax's cash balances.

The company recorded an income tax expense of $41.7 for the second quarter of 2002, principally due to lower levels of income in
lower tax jurisdictions and realized gains in higher tax jurisdictions compared the second quarter of 2001.

The company's non-controlling interests in its consolidated statements of earnings come from the foliowing subsidiaries:

Second quarter First six months
2002 2001 2002 2001
OdysseyRe 10.4 — 17.0 —
TRG ..o 5.1 .0 11.8 9.9
Lindsey Morden 0.4 0.7 3.1 a7
151 23 257 82

At June 30, 2002, Fairfax had ceded losses under its corporate insurance cover with Swiss Re totalling US$727.4 (unchanged from
December 31, 2001), leaving unutilized coverage of US$272.6.

. Investments

At June 30, 2002 the investment portfolio had a pre-tax unrealized gain of $158.1 (consisting of an unrealized loss on bonds of
$21.1 offset by an unrealized gain primarily on common stocks of $179.2) compared to an unrealized loss of $223.1 at December 31,
2001. As disclosed on page 18 of the Annual Report, assuming corporate spreads remain at current levels, the unrealized bond loss
would become an unrealized gain in excess of $800 if interest rates decline to 4 2%. The company had S&P puts with a notional value
of US$600 and an average strike price of 1,004 at June 30, 2002. In July 2002, the company sold additional S&P puts for proceeds of
$39 (US$25) and a net gain of $33 (US$22) leaving S&P puts with a notional value of US$500 at an average strike price of 986, with
most contracts maturing by the end of the year.

Capital Structure and Liquidity




The company's capital structure (with Lindsey Morden equity accounted) and financial ratios were as follows:

June 30, December 31,
2002 2001
Cash, short term investments and MAarketable SECUMTIES ........vccvricriviesrriciri e st rese st s s r s s e sne 551.5 8334
Long term debt ... 2,203.1 2,205.8
Netdebt.......cooovieiriciniiienn, 1,651.6 1,372.4
CommOn SHArENOIAETS' EQUILY.......iieeircerieiieerir ettt as s s s a e b s st e s eassansnsatessaraseaebesanesanses 3,1423 3,057.6
Preferred shares and trust preferred securities of
SUDSIAIAIIES ..vcvo vt e st s e rees et st s bs s enae s s bt e s b ba et bbb et e b s e abesebasb st et se e b e e a e e s an et saatebeebenEnsssbnbent et st basasasn 543.7 560.8
OdysseyRe non-controlling interest... 360.7 . 361.8
Total eqUILY ...veerreercrrererereecreeneniens 4,046.7 3,980.2
Net debt/equity ....... 41% 34%
Net debt/total capital............cccocvecvuvnirennns . 29% 26%
Common shareholders’ €qQUILY PET SHATE ............cveerirrecriiriircrie et e et re e acrbese bbb et anebensons $ 219.01 $ 213.06

During the first six months of 2002, the company contributed additional capital of $69.0 to TIG, paid a Swiss Re premium of
$155.9, paid $52.5 on maturity of foreign exchange contracts hedging its investment in U.S. subsidiaries and purchased Old Lyme for
$66.2, partially offset by proceeds on the sale of S&P puts of $106, contributing to the decrease in holding company cash, short term
investments and marketable securities. All of the outstanding shares of Old Lyme were purchased from Hub International Limited.
The remaining decrease in holding company cash resulted from operations offset by repayment of the short term advance to its runoff
operations in the first quarter of 2002 (as disclosed in the first quarter interim report) for the settlement of Equitas-related balances to
its U.S. affiliates. The increase in the company's net debt to equity and net debt to total capital ratios from December 31, 2001 to June
30, 2002 was principally due to the decrease in holding company cash, short term investments and marketable securities of $281.9.
Subsequent to quarter end, the company paid $152 (US$100) to TIG on July 1, 2002 in connection with arrangements for the use of
cash derived from the OdysseyRe IPO. As stated in the 2001 Annual Report, the company's objective is to maintain cash, short term
investments and marketable securities in the holding company of at least five times the company's annual interest expense until the
company's: consolidated combined ratio comes down below 105% and its earnings cover its annual interest expense by five times.
With Lindsey Morden equity accounted, five times the annualized six-month interest expense amounts to approximately $550 million,
and for the six months ended June 30, 2002, the consolidated combined ratio was 103.2% and interest coverage was 3.5 times.

Common shareholders’ equity at June 30, 2002 was $3.1 billion or $219.01 per share.
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