STANDARD

APOOR’S

Global Credit Portal

RatingsDirect®

November 4, 2009

Research Update:

Harbor Point Re L.td. And Harbor
Point Re U.S. Outlook Revised To

Stable From Negative; ‘A-’ Ratings
Affirmed

Primary Credit Analyst:
Laline Carvalho, New York (1) 212-438-7178;laline_carvalho@standardandpoors.com

Secondary Credit Analyst:
Tracy Dolin, New York (1) 212-438-1325;tracy_dolin@standardandpoors.com

Table Of Contents

Overview

Rating Action
Rationale
Outlook

Related Research

Ratings List

www.standardandpoors.com/ratingsdirect 1

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of 755182 | 300377385
Use/Disclaimer on the last page.



Research Update:

Harbor Point Re Ltd. And Harbor Point Re U.S.
Outlook Revised To Stable From Negative; ‘A-’
Ratings Affirmed

Overview

e Harbor Point has net our expectations over the past year

* The group has reported strong operating results through the first nine
nont hs of 2009.

* W are revising the outl ook on Harbor Point Re Ltd. and Harbor Point Re
U S. to stable from negative

« W are also affirm ng our ratings on these conpani es.

» The stable outlook reflects our expectation that operating results will
remain strong in 2010, assuming a nornmal |evel of catastrophe | osses.

Rating Action

On Nov. 4, 2009, Standard & Poor's Ratings Services revised its outl ook on

Ber nuda- based reinsurer Harbor Point Re Ltd. and its U. S. -based subsidiary

Har bor Point Reinsurance U S. Inc. to stable fromnegative. At the sane tine,
Standard & Poor's affirmed the "A-' counterparty credit and financial strength
rati ngs on both conpani es (together Harbor Point).

Rationale

The change in Harbor Point's outlook to stable reflects the fact that the
group has met our expectations as laid out in our outlook published on Jan
27, 2009 (see summary anal ysis on Harbor Point Re Ltd. And Harbor Point

Rei nsurance U.S. Inc.). The group has reported a strong year-to-date conbined
ratio of 79% and return on revenue (ROR) of 30% Harbor Point's operating
results have been good since 2006 (its first full year of operations),
particul arly considering significant start-up costs in 2006 and 2007. The
group reported a three-year (2006-2008) average conbined ratio of 94% and ROR
of 23% Considering year-to-date 2009 operating results on an annualized
basi s, Harbor Point's pro forma four-year conbined ratio inproves to 90% and
ROR is strong at 25%

O her factors supporting the stable outl ook include our view that Harbor
Point's 11%drop in net prem umvolune in 2008 was |largely indicative of its
willingness to let go of underpriced business at the expense of prem um
vol une, and not of security concerns by clients and brokers after the switch
in January 2008, of its casualty witings to Harbor Point Re U. S. paper from
Chubb paper (which had been used in 2006 and 2007 through a fronting
arrangenent w th Chubb).

We bel i eve Harbor Point's nanagenent has been successful in nmaintaining
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its position as a strong partner in the casualty reinsurance sector because of
its long-standing relationships in this market. During the first nine nonths
of 2009, the group had strong growth in casualty and specialty lines owing to
new busi ness opportunities in specific areas such as professional |ines,

non- st andar d- aut o, and new specialty witings stemmng fromits recently
establ i shed London offi ce.

The ratings on Harbor Point are based on the group's strong conpetitive
position, particularly its long-standing relationships in the casualty narket
t hrough the book of casualty business inherited from Chubb Re. Harbor Point
has al so been successful in expanding its business platformbeyond its
casualty franchise over the last four years, with property and specialty lines
currently representing 54% of the business mx. Qher rating strengths include
Har bor Point's cohesive managenment teamw th a proven track record in
casualty, very strong capital adequacy, conservative investnent portfolio, and
strong liquidity. These strengths are offset in part by the group's noderate
volatility in prem umvolume and operating results through its first four
years of operations, relatively short track record in property lines, limted
operating history, and potential exposure to client/account concentration in
t he book of business.

Outlook

Assuming a normalized | evel of catastrophe |osses, Standard & Poor's expects
Harbor Point to report a strong conbined ratio in the 85% 88%range for the
full 2009 year, and ROR in the 25% area. Qperating results should remain
strong and |l ess volatile in 2010 (al so assuning a nornal |evel of catastrophe
| osses), reflecting a maturi ng book of business and reduced start-up costs. W
expect capital adequacy to remain in the very strong range for the rating over
t he next two years.

W& expect new busi ness opportunities to contribute to growh in
consol i dated gross premiuns in the 20%to 25%range for the full 2009 year
For 2010, we expect Harbor Point's prem umvolune to see nodest declines,
refl ecti ng expected nodest reductions in premiumrates for property and
casualty reinsurance lines, and the expectation that managenent will remain
conmitted to underwiting prudence and profitability metrics. Over the
| onger-term we expect premiumvolunme to fluctuate as a result of managenent's
strong conmitment to cycle nanagenent.

W view Harbor Point's |ong-standing and historically profitable casualty
book as a key differentiating factor for the group conpared w th other
i nsurance start-ups forned in the wake of the stornms of 2005 (collectively
referred to as the O ass of 2005/2006). The ratings on Harbor Point are based
on our expectation that the conpany's |ong-standing relationships with its
casualty custonmers will remain a strength and will translate into strong
earnings for the organization. In addition, although we expect the property
book to remain a source of volatility for the group, the diversification that
book provides should contribute to Harbor Point reporting strong consolidated
operating results in the long term
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Related Research

e "Table O Contents: Standard & Poor's Insurance Ratings Criteria," Cct.
19, 2009

Ratings List
Ratings Affirmed; Qutl ook Action

To From
Har bor Point Re Ltd.
Har bor Poi nt Reinsurance U. S. Inc.
Counterparty Credit Rating A-/ Stabl e/ -- A-/ Negative/ - -
Fi nancial Strength Rating A-/ Stabl e/ -- A-/ Negative/ - -

Conpl ete ratings information is available to RatingsDirect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. standardandpoors. com sel ect your
preferred country or region, then Ratings in the |eft navigation bar, foll owed
by Find a Rating.
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