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RISK MANCEvIEN1 CULTURE

Buifton cufture of transpaienty communicauon and

organizanonal accountability ou sn uctured appioach to risk

analysis and mitigarion has carned Enduiance recoyntion as an

indusrgz leader in sk management

APIIALl SISIMENIM\NACLMENI

Pi udcnr capital and insestmcnt management ci meal to

maintaining oui strong
financia

pos non and pros ides us sC

stable foundation to endure rhiough challenging economic times

SPLCIALIZED K\0tE LXPLRI1S

ft he vast experience of our ralenred ream of piofcssonals

combined on ricir derailed knoss ledge of our mai Lets products

and cnn enab es us to offer oui clicnrs innosative and ra bred

solutions to ma agc complex sty

REL \l I0NSFIIPS sERVIC

Integrity rranspaicncy iesponsiseness and consistent deliser of

undcrssi iting aims and related aduisoiy sci sices are core salucs

that form the basis or lasting iclationships svirh our clients brokers

and cedants

DI ILD ND INC lOt 10

Strategic albocaton of capital and management of isk across

products industries geographies and distribut on channcls

pioside reater stability
for Endurance throughout market cydes

cieating salue for clients and in\estois

______ VIODELINC \N\LrIICS

tilizin leading cdge actuai ial and isk models
pi oprietai claims

and
exposure data and 9exihlo undci 01 iting technology sse more

accu arels evaluate and price complex sks thereh delis ering

better insight and sa ue to our clients

2005 Ai iual Rd



To our shareholders dients and employees

2008 was tru dramatic year for oui industr\ and the globa

economy entei cd the seai expecnng conunuation of

the steadfl so teiing
of the pioperts and casuafts markets

dot en bt ncreascd excess capaCfts after two sears

of relantels low ndusn osses \s we began 2008 we

connnucd to aggressiselfi implement our ofr market

st ategs expanding in areas where opportunities existed foi

appi opriate isk adjusted retui ns pi
oactit ely dccliii

ng

reneo al business tt hen
pi icing terms and conditions no

longer met oui requirements and rem ng excess capital

to Oarcholdei

In the lattei haft of 2008 global financial ci isis oi

unpiecedcnred proportions took hold sirtual shutdown

of the 001 lAs ciedit and eqtsrt markets lcd to the failuie

001 go\crnment site vention in some of the laigcst and

oi mci most iespected companies
in the financia set ices

inciusti During the same pci iod Hui canes Gustav and Ike

both made landfall in the .5 Guft States causing significant

nsu ed lotses currenrlf estimated to exceed S20 billioi

the aggregate

Against this backdrop ended 2008 in excellent

condition with strong relative performance in eai marked ht

unprecedented tolatilitfi
We continue to maintain sei high

qualitfi
balance sheet with except iona financial strength

and
fiqu

dirt At
flea

end our intestment poi tfo had an

avciage credit rating ofA \A with duiation of2 fleais

gene ating greatei than billion of annual cash ffows

Gui
liqu

dits position is also bolstered hf otu niultefi ear 51.175

bill oi credit
facilitfi

and our 5150 mUllion tariable forward

cqtut sale ai rangement

Gui net income for the year of 599 million oas acteise

mpactcd bs mai Is to mai ket adjtisrments within our

investment portfo io and rom catastiophe losses due to

Hi canes Gusts anc Ike \\e generated opcrat1ng etcrn

on eqtntyof 8.5 for the teai and l4.A incept oil to date

st ong result partieulai lien one considers that oui shoi

histois includes eight of tie ten iiost expcnsite hurricanes

U.S histort and the oo sr financ ia mai ket ci is the woi Id

economy has seen in decades

Our undei wi ting pci formance 2008 con inued

be strong as result of hat ing allocated add tional capital

to ou catastiophe reinsurance fines and our onshore

coiiliileicial insuiance opeiations lines si wh cli we hate

seen consistentlfi strong perforniance and wh ch allots us

better contiol of data and exposu es Our strategt oas

further validated in 2008 as the industrt was sui prised bf

lie ugh level losses enia iating from offshoi cnergf

exposuies and large iational account business foes we cx ted

Endui duct Specislt Hoki igs td



Endurance delivered strong relative performance in year marked by

unprecedented volatility
and ended 2008 with exceptional financial

strength and liquidity

in the aftermath of the 2005 hurricane season In contrast

the losses we experienced in our catastrophe line during

2008 were very much within our expectations and pricing

parameters and we saw no material catastrophe losses from

our onshore property insurance operations

We continue to make significant progress in achieving our

strategic goal of being the best specialty reinsurance and

insurance company in the world.We expanded our global

operations and developed local marker expertise with new

offices in Zurich and Singapore and welcomed several new

specialty underwriting teams to Endurance We successfully

integrated ARMtech the specialty crop insurer we acquired

in December 2007 We are very proud of ARMtechs

performance so far particularly as its in-force policies grew

by approximately 7% during the year and generated solid

underwriting profit despite significant commodity price

volatility
and substantial industry losses in this sector

Although remain cautious about the state of the global

economy am encouraged by the opportunities for

Endurance in 2009 and beyond As we look forward to

improved market conditions we will continue to address the

challenges that lie ahead by focusing on the following key

areas in which we differentiate ourselves from our competitors

promoting culture of disciplined risk management

maintaining prudent approach to capital and investment

management

recruiting and developing talented professionals with

specialized knowledge and expertise

building lasting relationships with our clients and brokers

and delivering exceptional service

diversifying our underwriting portfolio to achieve greater

stability and

developing and implementing technology models and

databases that support all elements of our business

These attributes which are integrated into our overall strategy

and day-to-day processes provide solid foundation for the

continued delivery of exceptional value to our shareholders

clients brokers and employees

Finally would like to thank my colleagues at Endurance and

our many clients and business partners for their contributions

to our success We could not have ended 2008 in such

strong position without all

your
efforts

Very sincerely yours

Kenneth LeStrange

Chairman President and Chief Executive Officer

2008 Annual Report



FINANCIAL HIGHLIGHTS

Endurance generated operating income of $198 million during 2008 driven by solid underwriting results as evidenced by

our combined ratio of 93.5% Gross written premiums grew to $2.2 billion an increase of 26% over the prior year resulting

primarily from the integration of our ARMtech operating subsidiary

In thousands of U.S.$ Year ended Year ended Year ended Year ended Year ended

encept for per share percentage and ratio information Dec31 2008 Dec 31 2007 Dec 31 2006 Dec 31 2005 Dec 31 2004

Net income llossl before preferred dividends 98624 521 107 498126 220484 355584

Operating income loss 198039 540950 500.909 208321 348443

Gross premiumswritcen 2246420 1781115 1789642 1668877 1711357

Total assets 7272470 7271153 6925554 6348497 5225838

Shareholders equity 2207283 2512259 2297874 1872543 1862455

Return on average common equity Net Income 3.8% 22.9% 25.6% 2.6% 20.3%

PER COMMON SHARE

Basic earnings per share 1.44 7.82 7.26 3.60 5.66

Diluted earnings per share 1.32 7.17 6.73 3.60 5.28

Diluted bookvalue per common share $33.06 $35.05 $28.87 $23.17 $27.91

Dividends declared per common share 1.00 1.00 1.00 1.00 0.81

GAAP RATIOS

Loss ratio 64.3% 47.0% 50.5% 95.8% 57.4%

Acquisition expense ratio 17.0% 193% 19.4% 19.2% 20.2%

General and administrative expense ratio 12.2% 13.6% 11.6% 8.5% 8.2%

Combined ratio 93.5% 799% 81.5% 123.5% 85.8%

Endurance Specialty Holdings Ltd



HNANCAL PERFORMANCE

Despite the global financial crisis and above average catasrrophe ac vi me ended the year wirh soong balance sbeet

and excellent
liquidiry

Dilured hookvalue per sbare decreased 57% from the prior year ro $3306 at December30 due

to unrealized losses predominandy caused bywidening spreads in our fixed income pordhlio

Return on Average Net Income Diloted Earnings per Share

Common Equity
U.S millions US

iv

27

25 275 -5

2004 2505 2006 2007 2008 2004 2000 2006 2007 2008 2004 2006 2006 2007 2008

Cross Written Premiums Diluted Book Value Per lotal Capitalization

U.S millions Common Share U.S U.S millions

.30 203

250 1o04

30

2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
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REINSURANCE

William Mjewett

Presdenr and Chief Lxecudve Othcer

\\/orFdwde Reinsurance Operauons

Our worldwide reinsurance operadon delivered profirable year despire considerable dislocarion in

rbe capiral markers and increased frequency of global carasrropbe losses susrainable underwsiring

srraregy based on speciaky knowledge across our diverse producr lines and disciplined ecbnical

underwriring conrinued ro serve us well as we srrengrhened our relarionships wirh exisring clienrs

while forming valuable new ones We expanded our global reach wirh branches in Zurich and

Singapore which improved our local marker knowledge and gained us grearer access ro our clienrs

and brokers in Europe and Asia

We work closely wirh our clienrs and brokers applying our advanced modeling rechniques and

unclerwriring knowledge ro each and
every opporruniry Consequenrly our undersranding of

rbe unique characrerisrics of each clienrs porrfolio allows us ro make more informed business

decisions and ro herrer serve our clienrs needs Our specialry reams collahorare across producLs and

geographies ro deliver rhe exceprional service for which we are known

\Vhile rhe rurbulenr economic climare has significanrly weakened some comperirors in our indusrry

rhe srrengrh of Endurances balance sheer and rarings our rrack record of rransparency and inregri

and our indusrry-leading risk managemenr culrure make us an arrracrive business parrner

\X/eve builr solid foundarion as we srrive ro become rhe hesr specialry reinsurer in he world We are

looking forward serving our brokers and chens in 2009 and beyond

Endurance Spechdry Holdings Cd



INSURANCE

Michae Fujii

Presidenr afld EThiel Exceuree Oftccr

\\brldwOe nsurancc Operations

Growth and diversificadon were the focus of our worldwide insurance operation in 2008

as we built additional specialty product capabilities expanded our distribution channels and

integrated ARMtech our specialty crop
insurance subsidiary Our product lines extend across

property casualty agriculture and healthcare liability as well as several other specialty classes

of business enabling us to service small medium and large client segments We have further

broadened our producer relationships across multiple distribution channels accessing business

through independent agents wholesalers and regional and large national brokers This

diversified portfolio hacked by strong capitalization supports sustainable financial performance

throughout market cycles

Our insurance teams continue to deliver recognized \alue to our clients through responsi\ie

underwriting risk management programs tailored to specific classes of business and risk

exposures and timely and consistent claims
servicing

This is only possible through the

dedication experience and specialty knowledge of our seasoned professionals who bring

exceptional focus to each account building lasting relationships with our clients and producers

Many of our peers have been significantly impacted by the market turmoil in 2008 Endurance

remains well positioned and will continue to offer our clients strong balance sheet excellent

ratings significant underwriting capacity and exceptional client service

2008 AnnuTh Reporr



REINSU RANGE
AT GLANCE

CATAS
Reinsurance for catastrophic penis on treaty

basis for events

such as hurricanes typhoons earthquakes floods tornados hail

and fire as wcll as cerrain workers compensauon coverages

PROPERTY

Proportional and excess of loss reinsuiance of personal fines and

commercial exposurcs

CASUALTY

Reinsurance of automobile
liability professional liability

directors and oftcers liability umbrella liabiliry
and workerk

compensation insurance

AEROSPACE AND MARINE

Reinsurance of aviation and space businesses including aviation

hull aircraft liability
and aircraft products coverages as svell as

satellite launch and imorbit co\/erage Proportional and non-

proportional reinsurance of bluewater hull bross nwater hull and

cargo
insurance business

SURETY AND OTHER SPECIALTY

Contract and commercial surety reinsurance on both

proportional and excess of loss basis as well as personal

accident and terrorism

AGRICULTURE

Reinsurance of multiple peril hail and named peril covers as well

as custom risk transfer mechanisms to provide protection from

yield or price risk

Reinsurance Lines nf Business

lEased an gross premiums written mr the year ended Dec 31 20080

Suurces of Reinsurance Business

lEased on gross premiums written mr the
year

ended Dec 31 20081

to deposLi a0000mmormg ddlosotteoth

catastrophe

Propeny

Oasuaoy

Aerospace and Marine

Surety and Other Speclaity

Agrinaitare

lillllr Aon SenheM

Marsh

sffit
WOOs

Other

Endurance Specialoy i.doldirigs
Lod



INSURANCE

AT GLANCE

AG Li

MuftLperil crop insurance crop hail livestock risk protecnon and

other agriculture risk management products all offered drough

independent agents

WORKERS COMPENSATION

Insurance for employees injured or disabled in connecuon

with their work primarily Gcused on niche markers

in the US

PROPERTY

Insurance against large value commercial nsks and

diftrcnce in conditions coverage for various segments

in the insurance marker

PROFESSIONAL LINES

Insurance against directors and ofhcers
liahilit5 errors and

omissions
Iiabilit5 employment practices liability

environmental

liability and pension trust liability

CASUALTY

Insurance against third party liabilities of clients ranging from

sophisticated Fortune 000 companies to middle market

companies at lower attachment points

HEALTHCARE LIAB1LITY

Insurance providing excess hospital medical professional and

other third party liability coverage for noroprofit foeprofit

hospitals academic medical centers and integrated healthcare

delivery systems

Insurance Lines ot BLisiness

on gross premiums written for the year ended Dec 3t 20081

Sources Ut Insurance Business

on gross premiums writteo for the year ended Dec 3t 2008

Agriculture

Workers cnmpensotinr

Prnfeusinnul Linen

ledependent Agents

Ann Benfielcf

Heulthcure L.iubility

to IC tr fly 2000 lit cc toed tULle tltltc Itets

srorkers Lotii PLliSiitlOii lflhLi royce business

2008 Annual Report



RISK MANAG EM CD LTD RE

At Endurance we view our risk management capabilities as competitive Endurance was founded

advantage As cornerstone of our operating principles we continue to

on cufture of risk

hone our ability to anale and manage rhe risUs to which Endurance

is exposed contributing to greater long-term hnancial
stability

Risk management

management is discipline that we have woven into our tools processes

and behaviorsThe result is more efloctive evaluation of risk more informed

business decisions and ultimately superior risk-adjusted return on Enterprise Risk

Endurances capital Management is woven

Our approach to risk management transcends the application of into our DNA
analytic models and tools and is supported by our communication and

governance strucmre organizational accountabilities and commitment

to transparency Structured and informal collaboration across our

underwriting actuarial claims and investment disciplines enables us to

more quickly identift and respond to changes in the market regulatory

and economic environments in which we operate Clients regulators and

the investment community appreciate the visibility we pro\/icle
into our

underwriting process claims management and financial position

Our leadership in risk management was recognized by Standard Poors

with an Enterprise Risk Management opinion
of Ocellent the highest

ranking provided Endurance is one of only eight property and casualty

companies in Bermuda and the United States to receive this
rating

significant validation of our approach to managing risk

it Endurance Speciair Holdings Ltd



During 2008 our prudent

approach to capital and

investment management

has served us weD as we

maintained our highquality

balance sheet and strong

capital position despite

significant industry catas

trophe losses and historic

volatility
in the global

financial markets

Endurance maintains prudent approach to managing our caphal and

investment portfolio Our primaryohjective is to ensure that our capital

and liqudity arc sufticienr ro meet our internal needs and the needs of

our clients regulators rating agencies
and other external consrituenrs

Ar the same time we strive to maintain an efficient capital structure to

reduce our cost of capital and oprimize shareholder returns We deploy

capital where there are opporrunties ro earn an appropnare risk-

adjusted return if opportunities cannot he identified excess capeal is

returned to shareholders

Endurance ended 2008 well positioned wth total capital of $2.7 billion

and shareholders equity of 82.2 billion In addition we have access to

additional committed capital and
liquidity through our existing 81.175 billion

multi-year credir
facility

and our $150 million variable forward equity sale

agreement Endurance returned 8153 million of capital to shareholders in

2008 through stock repurchases and dividends and since inception has

returned over hflion dollats of capital to our investors

Our investment portloho remaEns of sory ligh quality despite \odenlng

credit spreads 2008 and our hxed income porolio maintained an

average credo rating of AA throughout the
year

\Ve continue to actively

manage our portfolio to ensure that we earn an appropriate risk-adjusted

rerurn on our investments

CAPITAL INVESTMENT MANAGEMENT

2008 ..Annual Report



SPECIAUZED KNOWLEDGE EXPEK11SE

In cser
disc phne sse seek ou seasoned professionals ssitli speech zcd

indusu knoss ledge and lo ig standi ig relationsh PS
bult on dc Sci ing

excepuona salue cien \\e dien ing toge her tncse expel iencco

undei ssi iung
actuarial ncf house claims professionals hulduip

dedicated reams it knoss ledge of die comp cx isks assoc atccl ss di

each of our specia
business lines hcse teams paitnei ith oui dents

and hrokei to des elop nnos at ye so utions md oftei ads isoi sci ces

based on oui stiong undei lung and analytic ski understa iding

each clients cxposuies
ask actices and clams Ii stors and hands on

exper ence ii each of the ma kcts and dust es in oh cI ssc opeiate

At cnuurai cc ssc oOci cuituic ssl iuie toonmvi innosator

ressaided as oc heiese that this approach paiied ssitli oui specia te

expertise
eults uaiprosccl isk management solutions fo 00 die its

Oui depth of spece Ig knoo ledge dist nctive sIc lls mci pass on foi 001

business dist nguish us from oui co pctitois

nsk management services

the knowledge and

expertise of our

professionals are our

most critical asse

an Spec al bid gs



Commftment to our

core values of integrity

transparency and

responsiveness forms

the basis for lasting

reiationships that are

especially valued by our

clients in these

challenging times

Our commitment ro service extends from rho inception of relanonship

rhrough rhe hnal claims paymenras our underwrirersacruaries and claims

reams work rogetber ro deliver superior service to our chents We pride

ourselves on our high account retention rarcs as we strive to meet and

even anticipate the needs of the clienrs with \vbonl we have cultivated

strong relationships built on integrityand responsiveness lnrernally we are

supponed by robust shared services organizarion rhar allows us ro deliver

ethcienr and scalable services ro our diverse die nr base

We sock business partners that similarly value disciplined risk

management and then work closely with them ro provide consisrent

and
transparent approach to evaluating and underwriting their

exposures Long-term working relationships and extensive analysis of

exposure and claims data allow us to develop insights into each clients

specitic risk management challenges and opportunities in order to

provide our clients with customized solutions While the application

of our global claims standards and practices leads to more timely

and consistent claims settlement we also helie\/e that otir proacti\/e

collaborative and flexible approach to claims management is critical

to building sLiccessful with our clients

RELA11ONSHIPS SERVICE

2008 Annual Renow 13



diversffied underwrfting portfolio across products industries geographies

and disthhution channek provides broad opportunities for growth

throughout marker cydes as we as the
ability

to hmit hsk correlauon

thereby adding to Endurances fnancial stability
and sustainahihty

This year we further balanced our portfolio heveen our nsurance

and reinsurance businesses expanded our global foorprint with new

offices in Europe and Asia and broadened our insurance distribution

channels Endurance offers products in approximately thirty difforent

specialty lines including properry casualty agriculture hcalthcare and

professional lines insurance and property catastrophe casual surety

and aerospace reinsurance \Ve seek quality clients with approaches to

risk similar to our own through national regional and wholesale brokers

as well as independent agents

\Xd continually evaluate our portfolio responding to emeiying

opportunities in the market and investing in specialty expertise to ensure

that our offerings meet our clients needs

With depth of expertise in

the products industries

and geographies in which

we choose to operate our

diversified portloho provides

Endurance with ongterm

stabihty for our dients

and investors

DIVERSIHED NDERWRI11NG PORTFOlIO

14 Endurance Specialty Holdings Ltd



n\ stme it eadingedge

technoogv benefits

ur dients through more

eth en underwriting

nsk iaysis and

da ms servicing

Ooi pioprictars dsP anaks5 tcchnolotc piosides ss cornpecric

advantage supporting super ro sets ce vhcntS throuh T0

rccuratc and consrs ent esa uano and pncing of isk exposures

Enduiance enlplofs leading actu rnal and risk rnanagenae at arofessro als

to des elop nsights into ac corn Sex isl inherent in each of oui specrak

businesses Bf Co asta at challe aging our assurnpoons reflne aur

proprictars ac uanal and sh rnode thcreb ossing us to offe rnore

soph sheared sk aaa lagcrnentso utrons to oui icnts \\e on ic dsanced

tools to ana sic exposures leading to naore thoughtfu 5k selcc ion and

tie create of added salue for our ents

ARMtech OLrr crop nsuiance suhsid s\as pioneer de\eloprng

in eract so ools that
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do rnoie accuiate and Lne undcrss ting

and cia rns ss isicing thou agents and insuieds \\e aie insestri thc

dcveloprnent of sseh enah ed ecHo og other aicas of our husinuss

hich II dioss ic its and hiokeis rnorc casi henet Hrn our

proprrctarf data and analssis capabIties For ther he flcx hL design of our

suiancc idei outing tcch aoog enables eff crcnt arid iap ira egiation

of nets piodoct lines suppoi ting the extciasioia our spec fiOi
tft io to

dds dise5o clirt iacd iad iokc oppoItuntie



CONSOLIDATED BALANCE SHEETS AS OF

DECEMBER 31 2008 AND 2007

In thousands of U.S.$

except share amounts
2008 2007

ASSETS

Investments

Fixed maturity investments available for sale at fair value

amortized cost $4047368 and $4556061 at

December 312008 and 2007 respectively
$3875137 4589054

Short-term investments available for sale at fair value

amortized cost $111322 and 12646 at December 2008 and 2007 111333 12646

Preferred
equity securities available for sale at fair value 25360 58536

Other investments 284263 358128

Total investments 4296093 5018364

Cash and cash equivalents 1061994 567825

Premiums receivable net 609387 723832

Deferred acquisition costs
160870 168968

Securities lending collateral
112940 173041

Prepaid reinsurance premiums 149591 122594

Losses recoverable 557834 187354

Accrued investment income 30872 38543

Goodwill and intangible assets 200791 206632

Deferred tax asset 20691

Other assets 71407 64000

Total assets
7272470 7271153

LIABILITIES

Reserve for losses and loss expenses $3235456 2892224

Reserve for unearned premiums
885488 855085

Deposit liabilities 58622 108943

Reinsurance balances payable 233561 162899

Securities lending payable 115603 173041

Debt 447468 448753

Deferred tax liability
922

Other liabilities 88989 117027

Total liabilities 5065187 4758894

Commitments and contingent liabilities

SHAREHOLDERS EQUITY

Preferred shares

Series non-cumulative Par value $1.00 8000000 issued and outstanding

2007- 8000000 aggregate liquidation preference $200000 2007- $200000 8000 8000

Common shares

Ordinary 57203454 issued and outstanding 2007- 60364488 57203 60364

Additional paid-in capital
1029363 1165300

Accumulated other comprehensive loss income 132665 57725

Retained earnings 1245382 1220870

Total shareholders equity 2207283 2512259

Total liabilities and shareholders equity 7272470 7271153

The financial information presented in this report
should be reviewed in conjunction Mth our Annual Report on Form 10-K for the fiscal year

ended December 3L 2008 filed s4th the Securities and Exchange Commission

16 Endurance Specialty Holdings Ltd



CONSOLIDATED STATEMENTS OF INCOME
AND COMPREHENSIVE LOSS INCOME FOR THE

YEARS ENDED DECEMBER 31 2008 2007 AND 2006

In thousands of U.S.$

except share and per share amounts 2008 2007 2006

REVENUES

Gross premiums written 2246420 1781115 1789642

Ceded premiums written 462130 206140 204078

Netpremiumswritten 1784290 1574975 1585564

Change in unearned premiums 17805 19825 53010

Net premiums earned includes Nil Nil and $34927 from related
parties

in 2008 2007 and 2006 respectively 1766485 1594800 1638574

Net investment income 130176 281276 257449

Net realized investment losses 57366 18302 20342
Other underswiting loss income 3973 1602 1390

Total revenues 1835322 1859376 1877071

EXPENSES

Net losses and loss expenses includes Nil Nil $20145 from related

parties in 2008 2007 and 2006 respectively 1135431 749081 827630

Acquisition expenses includes Nil Nil and $11238 from related parties

in 2008 2007 and 2006 respecuvely 299913 307576 317489

General and administrative expenses 216365 217269 190373

Amortization of
intangibles 10675 5286 4600

Net foreign exchange losses gains 53704 7970 21021
Interest expense 30171 30125 30041

Total expenses 1746259 37307 1349112

Income before income taxes 89063 542069 527959

Income tax benefit expense 9561 20962 29833

Net income loss 98624 521107 498126

Preferred dividends 15500 15500 15500

Net income available to common shareholders 83124 505607 482626

Other comprehensive loss income

Netincome 98624 521107 498126

Net unrealized holding losses gains on investments

arising during the period net of applicable deferred income taxes

in 2008 $12252 2007 $10014 and 2006 $3620 218816 49257 20235
Reclassification adjustment for net realized losses

included in net income 57366 18302 20342

Foreign currency translation adjustments 29030 4541 5010

Reclassification adjustment for net loss on derivatives designated

as cash flow hedge included in net income 90 90 90

Other comprehensive loss income 190390 72190 5207

Comprehensivelossincome 91766 593297 503333

PER.SHARE DATA

Weighted average number of common and

common equivalent shares outstanding

Basic 57755959 64696669 66435712

Diluted 62795085 70539647 71755303

Basicearningspercommonshare 1.44 7.82 7.26

Dilutedearningspercommonshare 1.32 7.17 6.73

The financial information presented in this
report

should be reviewed in conjunction ssith our Annual Report on Form lOK for the fiscal year

ended December 312008 filed ssith the Securities and Exchange Commission

2008 Annual Report 17



CONSOLIDATED STATEMENTS OF CHANGES IN

SHAREHOLDERS EQUITY FOR THE YEARS ENDED

DECEMBER 31 2008 2007 AND 2006

In thousands of U.S.$ 2008 2007 2006

PREFERRED SHARES

Balance beginning and end of year 8000 8000 8000

COMMON SHARES

Balance beginning of year 60364 66480 66139

Issuance of common shares 622 1900 670

Repurchaseofcommonshares 3783 8016 329

Balance end of year 57203 60364 66480

ADDITIONAL PAID-IN CAPITAL

Balance beginning of year 1165300 1458063 1453722

Issuance of common shares 1113 8284 8677

Issuance of resrricted share units in lieu of dividends 92 180 922

Public offering and registration costs 141 4600 134

Repurchase of common shares 149147 304020 9679

Settlement of equity awards 5065 3444 3498
Stock-based compensation expense 17395 10837 8053

Balance end of year 1029363 1165300 1458063

ACCUMULATED OTHER COMPREHENSIVE LOSS INCOME

Cumulative foreign currency translation adjustments

Balance beginning of year 33393 28852 23842

Foreign currency translation adjustments 29030 4541 5010

Balance end of year 4363 33393 28852

UNREALIZED HOLDING LOSSES GAINS ON INVESTMENTS

Balance beginning of year 26718 40841 40948
Net unrealized holding losses gains arising during the period

netof reclassification adjustment 161450 67559 107

Balance end of year 134732 26718 40841

ACCUMULATED DERIVATIVE LOSS ON CASH FLOW HEDGING INSTRUMENTS

Balance beginning of year 2386 2476 2566

Net change from current period hedging transactions

net of reclassification adjustment 90 90 90

Balance end of year 2296 2386 2476

Total accumulated other comprehensive loss income 132665 57725 14465

RETAINED EARNINGS

Balance beginning of year 1220870 779796 364354

Netincome 98624 521107 498126

Issuance of restricted share units in lieu of dividends 92 180 922
Dividends on preferred

shares 15500 15500 15500
Dividends on common shares 58704 64353 66262

Balance end of year 1245382 1220870 779796

Total shareholders equity 2207283 $2512259 2297874

The financial information presented in this report should be reviewed in conjunction vith our Annual Report on Form 10-K for the fiscal year

ended December 312008 filed sdth the Securities and Exchange Commission
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE

YEARS ENDED DECEMBER 31 2008 2007 AND 2006

in thousands of U.S.$ 2008 2007 2006

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

Net income 98624 521107 498126

Adjustments to reconcile net income to net cash

Provided by operating activities

Amortization of net discount premium on investments 306 3731 12485

Amortization of other intangibles and depreciation 22594 17045 15809

Net realized investment losses 57366 18302 20342

Deferred taxes 35439 8727 18968

Stock-based compensation expense 17395 10837 8053

Equity
in loss earnings of unconsolidated ventures 111570 21286 29073

Premiums receivable net 114445 32828 85461
Deferred acquisition costs 8098 6263 6217
Prepaid reinsurance premiums 26997 16197 77926
Losses recoverable 370480 7632 26996
Accrued investment income 7671 2214 6958
Other assets 9371 7105 2549
Reserve for losses and loss expenses 343232 48122 98096

Reserve for unearned premiums 30403 33386 39573

Deposit liabilities 50321 52081 68501

Reinsurance balances payable 71159 62909 93576

Other liabilities 89795 7932 13328

Net cash provided by operating activities 479438 480516 630328

CASH FLOWS PROVIDED BY USED IN INVESTING ACTIVITIES

Proceeds from sales of fixed maturity investments 3109607 3112796 1819637

Proceeds from sales of short term investments 33240

Proceeds from maturities and calls on fixed maturity investments 753055 676498 563164

Proceeds from maturities and calls on short term investments 132446

Proceeds from redemptions of other investments 15345 5126

Purchases of fixed maturity investments 3430195 3652611 2765056
Purchases of short term investments 264320 12646
Purchase of other investments 53050 88900 62112
Purchases of fixed assets 10275 17734 18294
Change in securities lending collateral received 60101 53721 181901

Net cash
paid

in
acquisitions 24545 109813 6042

Net cash provided by used in investing activities 321409 33563 296802

CASH FLOWS USED IN FINANCING ACTIVITIES

Issuance of common shares 1588 10072 9253

Repurchase of common shares 155463 309503 10008
Change in securities lending collateral 57438 53721 181901
Settlement of equity awards 5065 3444 3498
Offering and

registration costs paid 1504 715 134
Proceeds from bank debt 784

Bank debt
repaid 2159

Dividends on preferred
shares 15500 15500 15500

Dividends on common shares 58708 64073 66262

Net cash used in financing activities 293465 436884 268050

Effect of exchange rate changes on cash and cash equivalents 13213 9984 14281

Net increase in cash and cash equivalents 494169 20053 79757

Cash and cash equivalents beginning of year 567825 547772 468015

Cash and cash equivalents end of year 1061994 567825 547772

The financial information presented in this
report

should be reviewed in conjunction sith our Annual Report on Form 10-K for the fiscal year

ended December 312008 filed th the Securities and Exchange Commission
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EXECUTIVE OFFICERS

Michael Angelna

Chief Actuary and Chief Risk Officer

Endurance was founded on rhe principles of

enrerprise nsk managemenr it
embed-

dccl in our DNA What differentiates our risk

selecnon pmcess is not only our adherence

to diese principles bra deep understand

ing of our analyne modc.ls and tools which

leads to better rinderwriting reserving and

operational decisions and uldmarely more

balanced rsk pordolio

Our ahf
iry to work with our clients and

hrokeis to develop soiurons and oprimize

their reinsurance programs difldrenriarcs

Endurance from orir peers Our elents place

high degree of value on rhe specialty

expertise
and

intefrrfty
that we bring to dieir

brisiness in each of our piolossional
disci

plines underwriting acrrtarial and clainis

Thomas Bell

Executive Vice President Comphance

Risk managemenr at Endurance goes weil

beyond compliance As managemenr ream

we have established culture of rranspareney

and accountability
Our disciplined processes

allow us t.o better undersrand and mitigate risk

ensuring that each business unit and ftmncrion

nianaffrs
rhe risks inherent in rheir atea as part

of their day-to-day operarions

Anduraneed claims management appioach

is recognized for its agility and flcxibiliry Our

claims
professionals specialize in each line of

brisiness
ofidring

rtrir elienrs insights
into the

risks in their pordblios and seeking alterna

tive solutions that best serve their needs

Jfanspare.ney eons jsteney and the speed

with which Endurance proccenco claims

With extensive experience

in their respective areas of

expertise
and focus on the

attributes of specialization

discussed in these pages

our management team has

built the strategy
culture

and values that define

Endurance today

William Jewerr
Carherine Kaiaydjian

President and Chief Executive Officer Chief Claims Officer

Worldwide Reinsurance Operations

differenriare ris irons our peers



David Cash

Chief Underwriting Officer

AX/hat sets Endurance apart is the corn

mirment and passion that we bring to our

business We have deep understanding of

the narkets in s.vhich set compete allowing

us to better service our clients and quickly

adapt to change By maintaining diversified

underwriting portfofio \.ve create greater

ongaerm financial stability
for Endurance

which benefits us and otir clients

John Dd Col

General Ccunsei Secretary and

Executive Vice Presideist Acquisitions

linduranc.e leverages our legal teams deep

knosviedge of rise regulatory environment to

analyze tinderwriting
decisions and otir over

all
portfialio

\Xks are also
integral

to the capital

management process svorking to maximlze

the benefits of our variotis capital
initiatives

awl evaluaung potential
MA opponunsies

f/it iong-terni profitability
and cultural

Michael huh

President and Chief Executive Officer

VVoridvsi.e lrsurance Operations

Our
.specialized knosvledge and expe.rtise set

us apart trout our peers V/U trtily
understand

our clients and their unique needs enabling

us to provide optimum coverafic
and the

best solutions for them \SU seek to under

svrite the highest quality business based on

long-term relationships
built on track record

or trust and consistently responsive service

Michael McCuire

Chief Pinandal Officer

Tndtirance locuses on maintaining an

appropriate level of
capital

to satisl5 the

needs of our raring agencies ctistotiiers

and
regtilattrrs

svhile optimizing the returns

that sve generate ldr ottr shareholders Our

balance she.et is strttctured ftr the long-term

and we have been sticcessldl its preserving

liquidity
stid strong capital position despite

the current economic climatc.

John OConnor

President and Chief Operating Officer

Endurance Services Limited

Our shared service model is scalable and

enables us to rapidly respond tt new buss

ness opportuniues improve our operational

efficiency
arid internal controls and maintain

competitive and flexible cost structure as

otir business
grosvs

and diversifies It also

allosvs us to share technology investments

across tines of business to reduce costs and

support collaboration svith our clients

Mark Silversrein

Chief Investment Officer

Endurance bass very high quality

bivestment portfdlio
Our primarygoal is to

ensure that the portfdlio is conservatively

positioned at an appropriate icvei of risk to

both preserve capital antI generate income

Sb that end we donk rely on credit
ratings

rather we research the intrinsic quality
of the

sectiritics in our portfolio
to ensure capital

preservation in adverse scetrarir.rs
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BOARD OF DIRECTORS

Gregor Bailar

Philanthropist Adisor Investor

Former Chief Information Officer Capital One and Nasdaq

Compensation Committee

Risk Underwriting Committee

John Baily

Retired Partner PricewaterhouseCoopers

Audit Committee Chairman

Investment Committee

Norman Barham

Retired Vice Chairman and President of Global Operations

Marsh Inc

Compensation Committee

Risk Underwriting Committee

Galen Barnes

Retired President and Chief Operating Officer

Nationode Mutual Insurance

Nominating Corporate Governance Committee

Risk Underwriting Committee Chairman

William Bounder

Retired President and Chief Executive Officer Acadia Trust NA

Lead Director

Nominating Corporate Governance Committee Chairman

Risk Underwriting Committee

Steven Ca risen

Principal Shadowbrook Advising Inc

Retired Chief Operating Officer Endurance Holdings

Investment Committee

Risk Underwriting Committee

Kenneth LeStrange

President and Chief Executive Officer Endurance Holdings

Chairman of the Board

Brendan ONeill

Retired Chief Executive Officer ICI PLC

Audit Committee

Compensation Committee Chairman

Richard Perry

President Perry Corp

Compensation Committee

Investment Committee Chairman

Nominating Corporate Governance Committee

WilliamJ Raver

Investment Consultant

Former Chief Executive Officer and Chief Investment Officer

National Railroad Retirement Investment Trust

Audit Committee

Investment Committee

Robert Spass

Partner Capital
Partners

Audit Committee

Compensation Committee

Nominating Corporate Governance Committee

Max Williamson

Retired Chairman and President Scottsdale Insurance Company

Risk Underwriting Committee

Charters for the Audit Compensation Investment Nominating Corporate

Governance and Risk Underwriting Committees of our Board of Directors

can be found at wswendurance.bm

For printed copies please write

Investor Relations Endurance Specialty Holdings Ltd

Suite No.78448 Par-la-ville Road Hamilton HM II Bermuda

RATINGS A.M Best Moodys

Standard

Poors

ENDURANCE SPECIALTY HOLDINGS LTD GROUP

Financial Strength principal operating subsidiaries A2

ENDURANCE SPECIALTY HOLDINGS LTD

Senior Unsecured Debt bbb Baal BBB
Subordinated Debt bbb- Baa2

Preferred Stock bb Baa3 BBB

Endurance Holdings Capital Trust Baa2

Endurance Holdings Capital Trust II
Baa2

The Endurance report
is

printed on recycled paper made from fiber sourced from

well-managed forests and other controlled wood sources and is independently

certified to the Forest Stewardship Council FSC standardsFSC

Mixed Sources

reCcied wood or fiber

owv.fso.org Cod re BV-COC.080903

r990FoeststewadeflipCwwoil
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CORPORAIL NFOR\AATJO\

El dquiters
Lnduwnce SpecHltv Holdings rd

\$ellesley House 90 Pius Bay Road

Pemhroke HM 08 Bermuda

441 278 0400

hi stor informatlor

To obtain copy of our Annual Report on orm 10 or other informauon

about the company including copies of rho Code of Business Conduct and

Ethics and rho Corporate Governance Guidelines visit the Companys web

sire at srsvw endurance bm or for pnnted copies write

Investor Relations

Endurance Specialty loldings Ltd

Suite No.78448 Par-la ville Road

Hamilton HM Bermuda

Tiarisfe agent and registrar

BNY Mellon Shareowner Services

480 \Sashington Blvd

ersey Cit3 07310-1900

877 272 7572 toll-free U.S

201 680 6693 outside the U.S

nicllon.eoni shateossner sd

hidependent registered pubhc accounting hrm

Ernst Young ltd

Reid Hall Red Street

Hamilton HM Bermuda

Ordina yshires

The following
table sets forth for the fiscal quarters and periods

indicated the high and low sale price per ordinary
share as reported on the

NYSE under the symbol INft for the two most recent fiscal years

2008 price rang
cc

High
Low

First Quarter 42.29 36.26 36.68 33 35

Seco id Quarter 38.85 30.79 41.22 35.08

Third Quarter $3600 26.73 41.99 36.94

Fourth Quarter 31.53 20.00 43.20 37.60

he approximate number of record holders of our ordinary shares as of

March 92009 was 174 nor including
beneficial owners of shares registeied

in nominee or street name

Management certifications

ftc certifications of oui Chief Executive Officer and our Chief financial Olficei

required under Section 302 of the Sarbanes OxleyAct of 2002 have been filed

as exhibits to our Annual Report on Form which is available on oui web

site at xaw.endurancr.bm and from the SEC at wvvncsec.gov
In 2008 we also

filed the CEO certification as required by the New York Stock Exchange

rr ed at up or ro tea suit iv sic St pr op doirr
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SP 500

SP Property Casualty Insurance

Copygrit SP civ son TIe .SlcGraw Corran as NC AIr gr ts reser ed

12i03 12/04 12 05 12/06 12/07 12/08

100.00 104.42 112.60 118.43 138.69 104.72

10000 110.88 116.33 13470 142.10 89.53

100.00 110.42 127.11 14348 12344 87.14
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