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Markel Corporation
Semi-Annual Update

Summary Rating Rationale
The A2 insurance financial strength (IFS) ratings on Markel Corporation's (NYSE: MKL)
lead insurance operating subsidiaries reflect the group's scale and market presence in the
specialty and excess and surplus (E&S) markets, a diversified business mix, relatively good
risk adjusted capitalization, and a prudent approach to reserving. Markel also maintains good
holding company liquidity with $1.8 billion in investments, comprised of cash and short
term investments and common stock as of 30 June 2016. Offsetting these strengths are
the company’s exposure to a number of volatile and long-tail lines of business, exposure to
catastrophes, and an investment portfolio that contains a relatively large amount of equity
exposure, creating potential earnings and capital volatility.

Markel's US-based insurance subsidiaries underwrite specialty P&C insurance programs
through wholesale brokers and retail agents, competing primarily in the E&S and specialty
admitted markets. Markel's London Insurance Market division underwrites through Markel
Capital Limited (the corporate capital provider for Markel’s Lloyd’s syndicate) and Markel
International Insurance Company Limited. Alterra Capital Holdings Limited is a Bermuda-
based holding company whose subsidiaries underwrite specialty insurance and reinsurance
products from Bermuda, Dublin, the US, and other countries. In December 2015, Markel
completed the acquisition of CATCo Investment Management, Ltd, an insurance linked
securities investment manager and reinsurance manager, for about $200 million in cash.

Exhibit 1

Net Income and Return on Capital (1 yr. avg.)

Sources: Moody's Investors Service and Company Filings
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Credit Strengths

» Scale and presence in US specialty and excess and surplus lines markets

» Well diversified mix of specialty insurance and reinsurance, with good geographic diversification

» Solid historic underwriting results for North American E&S and Specialty divisions, and good performance in the London Market
division

» Consistent book value growth over time

» High quality, liquid, fixed income investment portfolio

Credit Challenges

» Exposure to volatile and long-tail lines of business

» Difficult reinsurance pricing environment

» Exposure to natural and man-made catastrophes

» High level of equity investments relative to surplus creates potential earnings and capital volatility

» Relatively low earnings coverage of interest

Rating Outlook
The outlook for Markel's ratings is stable.

What to Watch For:

» Competitive reinsurance market pressures premiums and profitability

» Potential volatility from catastrophe losses as well as exposure to volatile and long-tail lines of business

» Capital and earnings volatility stemming from the company's large concentration of common stock investments

Factors that Could Lead to an Upgrade

» Strong and consistent earnings through the insurance cycle (return-on-capital consistently above 8%)

» Adjusted financial leverage of 20% or below while pre-tax interest coverage is consistently greater than 6x

Factors that Could Lead to a Downgrade

» Adjusted financial leverage consistently above 30% or interest coverage consistently below 4x

» Gross underwriting leverage above 4x

» Liquid assets at the holding company less than 3x annual interest expense

» Decline in shareholders' equity by 10% or more as a result of losses

» Reserve charges more than 3% of carried reserves
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Key Indicators

Exhibit 2

Sources: Moody's Investors Service and Company Filings

Notching Considerations
The spread between Markel's senior unsecured debt rating and the insurance financial strength ratings is three notches, which is
consistent with Moody's typical notching practices for US property and casualty insurance holding company structures. The Baa2
senior debt rating for financing subsidiaries of Alterra Capital Holdings Limited is rated three notches below the A2 financial strength
rating of its principal operating subsidiary, and at the same level as the Baa2 senior debt rating of ultimate parent Markel Corporation.
This is wider notching than the customary two notches for Bermuda insurance holding company structures because more than half of
Markel's consolidated group capital resides outside of Bermuda (principally the US) where regulatory dividend restrictions are tighter
than those in Bermuda.

Markel Corporation provides an unconditional guarantee of Alterra Finance LLC's $350 million senior unsecured notes due 2020 and
Alterra USA Holdings Limited's $91 million of senior unsecured notes due 2017. Both sets of senior unsecured notes are guaranteed by
Markel Corp.

Detailed Rating Considerations
Moody's rates Markel Corporation's property and casualty operating companies A2 for insurance financial strength, which is in line with
the adjusted aggregate profile in the IFS rating scorecard below.

Insurance Financial Strength Rating
Key factors currently influencing the rating and outlook are:

Market Position, Brand, and Distribution - A - Strong E&S and Specialty Franchise, With Enhanced Scale

Markel ranks among the top specialty commercial insurers in the US. The group offers products through three core segments: US
Insurance, International Insurance, and Reinsurance. The US Insurance segment is the group's largest at 51% of H1 2016 net written



MOODY'S INVESTORS SERVICE FINANCIAL INSTITUTIONS

4          25 October 2016 Markel Corporation: Semi-Annual Update

premiums. It writes unique and hard-to-place, niche risks on an E&S and standard lines basis, including catastrophe-exposed property,
professional liability, general liability, and other long-tail commercial casualty lines of business. Markel's E&S operation is a mature and
well-established business, and the company ranks as the fifth largest E&S carrier in the US.

The International Insurance segment comprises 21% of the group's H1 2016 net written premiums and consists of insurance business
primarily in the UK, Continental Europe, South America, and Canada. This segment includes its participation in the London market,
which includes the capital provider for its Lloyds syndicate (Markel Syndicate 3000) as well as the business formerly written through
Alterra at Lloyd's (Syndicate 1400, runoff completed in early 2016). Markel writes business on both a direct and subscription basis in
the London market, which tends to specialize in hard-to-place business due to large limits and/or catastrophe risk. In order to control
pricing and policy terms and conditions, the company also targets to be the lead underwriter when writing in the subscription market.

Markel's Reinsurance segment comprises the remaining 28% of net written premiums and includes all treaty reinsurance written across
the group, and emanates primarily from Markel Bermuda Limited and Markel Global Reinsurance Company, focusing on both property
and catastrophe-exposed lines as well as long-tail casualty lines such as professional liability. While Markel is likely to benefit from its
strong capabilities in longer-tail lines, where certain subclasses continue to show good price adequacy, it will be pressured in the near
term by reductions in property catastrophe reinsurance pricing. We expect Markel will manage these challenges through a balanced
business mix, adequate underwriting controls, and active underwriting account management.

Much of the company's distribution is through wholesale brokers, and expense ratio (38.1% for 2015) is higher than average due to the
specialty focus and the resultant need to dedicate greater resources to underwriting. We expect Markel will demonstrate incremental
expense ratio improvement over time, driven by economies of scale, streamlining core functions such as claims, and writing a lower
proportion of total business through the wholesale channel which tends to carry higher commission expenses. Due to the group's
strong US E&S and specialty market presence and growing international operations, we view this factor as more in line with A-rated
insurers, compared to the Baa calculated scorecard metric (which only takes into account premiums generated from the US).

Product Risk and Diversification - A - Good Product Line and Geographic Diversification, With Some Higher-Risk Products

Markel has good geographic and line of business diversification with approximately 76% of its business spread across 50 US states with
the remaining 24% of its business written on risks outside of the US based on gross written premium. The group has generated growth
organically, by hiring teams of experienced underwriters, and by acquiring companies.

A sizeable portion of Markel's US premium is in its Excess and Surplus (E&S) division, which is free from rate and form regulation, and
allows the flexibility to set more restrictive terms and higher prices. In the US, business written on both an admitted and non-admitted
basis is concentrated in higher risk, predominantly casualty exposures that standard insurance underwriters typically avoid, which
increases underwriting risk but also results in less competition and commoditization.

Markel's international exposure includes a portfolio of products, written either through Markel Bermuda Limited, Markel's international
insurance companies or Markel's Lloyd syndicates. The company's international business is focused on higher risk, higher limit
commercial liability and commercial property, which exposes the franchise to large catastrophe losses. Markel's catastrophe exposure,
which the company actively manages through a combination of reinsurance protection, control over policy limits exposure, strict price
requirements, and overall risk selection, remains a significant risk given the group's business mix. Some lines of business, such as excess
liability, reinsurance and large account insurance are subject to significant price competition and contain higher-risk characteristics in
both short-tail property catastrophe and long-tail, casualty lines compared with its traditional US and specialty business. While these
products are subject to the ups and downs of the underwriting cycle and material pricing and reserving risk (long-tail casualty), we
expect Markel to manage these products within its historical underwriting discipline and willingness to reduce business in markets in
which pricing no longer provides adequate compensation for risk.

Asset Quality - A - High Quality Fixed Income Portfolio, Above Average Equity Allocation Adds Volatility

The group maintains a high quality, liquid fixed income investment portfolio (about 98% rated A or higher as of 30 June 2016), with
policyholder funds invested in high quality instruments with short to intermediate durations. Markel's high-risk assets as a percentage
of shareholders' equity (about 53% for year-end 2015) includes an estimate for below investment grade fixed income securities, based
on the company's 10K disclosure. The company's investment portfolio has a relatively high exposure to common stock investments
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(23% of total cash and investments at 30 June 2016), which adds volatility risk. In addition, approximately 36% (based on fair value)
of the company's equity portfolio is invested in financial institutions. Markel maintains a long term target common stock allocation of
about 70% to 80% of shareholders' equity though it has been lower in recent years (52% as of 30 June 2016).

Markel has also expanded its equity investments in private companies (typically non-insurance related, majority-owned by Markel and
through Markel Ventures) in the past several years. Revenues from non-insurance operations were $611 million for the first six months
of 2016, representing about 22% of consolidated revenues. These investments are held outside of the insurance operating subsidiaries
and at an intermediate holding company, Markel Ventures Inc., which adds incremental unregulated cash flows to the parent.

Markel's level of reinsurance recoverables to shareholders' equity is reasonable at about 25% as of 30 June 2016, and the credit quality
of most of the company's largest reinsurers is relatively strong. Markel has a sizeable amount of goodwill and intangibles on its balance
sheet (23% of shareholders' equity as of 30 June 2016) but not out of line with its peers. Given the company's relatively high common
stock exposure and private investments through Markel Ventures, we view this factor more in-line with A-rated insurers rather than the
unadjusted Aa-level in the scorecard.

Capital Adequacy - A - Good Risk Adjusted Capitalization, But With Significant Catastrophe Risk

Markel's capital adequacy is good with gross underwriting leverage about 2.0x as of year-end 2015, lower than similarly rated insurance
companies. Tempering our view of Markel's capital adequacy is the company's meaningful volume of catastrophe-exposed property
business and volatility associated with its equity portfolio. We do not expect gross underwriting leverage to change dramatically
from current levels; however, the potential for capital volatility is likely given sizeable catastrophe-exposed, long-tail exposures, and
high limit business lines (e.g., property reinsurance, primary property insurance written through Lloyds, and large account casualty).
Although Markel manages its catastrophe risk closely through reinsurance protection, control over policy limits exposure, strict price
requirements, and overall risk selection, we view this factor more in line with A rated insurers rather than unadjusted Aa-level in the
scorecard metric given the company’s catastrophe exposure and high limits profile for some lines of business.

Profitability - A - Good Earnings, Though Potential For Greater Volatility

Markel has historically been a strong underwriter. The group reported a combined ratio of 90% for H1 2016, in line with the company’s
reported combined ratio for the same period last year. The result was mainly driven by significant improvement in the reinsurance
segment, which reported a combined ratio of 84% compared to 94% for the same period last year, while both the US Insurance and
International Insurance segments saw their combined ratios deteriorate, mainly driven by less favorable prior year reserve development.
The expense ratio for Markel historically has been higher than some peers, driven by various infrastructure initiatives and higher
commission payments to wholesalers. Markel’s expense ratio was about 38% in 2015. Going forward, we expect Markel's expense ratio
to improve due to greater economies of scale and expense efficiencies.

Markel's long-tail or catastrophe-exposed business lines can carry significant margins but they also come with higher-risk
characteristics. Markel's underwriting expertise and intimate knowledge of markets has led to solid underwriting margins over the
long-term. However, the influx of alternative capital is creating significant competition and pricing deterioration in the property
catastrophe reinsurance market and is expected to pressure profit margins for this business. We expect Markel will manage the
challenges associated with earnings volatility through a balanced business mix, adequate underwriting controls, and active portfolio/
catastrophe risk management.

Reserve Adequacy - A - Strong Track Record, Higher Risk of Reserve Uncertainty in Long-Tail Lines and Reinsurance

Markel's historical reserves have been conservatively positioned as the company generally sets its reserves at a level higher than the
mid-point estimate. The company experienced $258 million of favorable reserve development during the first half of 2016, compared
to $628 million in full-year 2015, which occurred across the US, International, and Reinsurance reporting segments, slightly offset by
modest adverse reserve development in discontinued lines (which include A&E reserves).

Markel reported net A&E reserves of about $132.9 million as of year-end 2015, compared to $287.7 million at year-end 2014. The
significant decrease in the company’s net A&E reserves reflects two retroactive reinsurance contracts entered into by the company
to cede two portfolios of policies. In March 2015, the company ceded about $94 million of A&E reserves in exchange for payments



MOODY'S INVESTORS SERVICE FINANCIAL INSTITUTIONS

6          25 October 2016 Markel Corporation: Semi-Annual Update

totaling $89 million in a retrospective reinsurance agreement, and in October 2015, the company ceded an additional $76 million of
A&E reserves in another retroactive reinsurance agreement subject to a retention and coverage limits. The reinsurance transactions
are credit positive and should reduce A&E reserve volatility over time but will also likely result in lower investment income. Despite its
strong track record, the company has exposure to long-tail lines which inherently leads to higher risk of reserve uncertainty; therefore,
we view this factor more in-line with A-rated insurers rather than the unadjusted Aaa in the scorecard..

Financial Flexibility - A - Significant Financial Leverage; Strong Holding Company Liquidity

As of 30 June 2016, adjusted financial leverage was 25%, in line with our expectations. Markel's target capital structure includes
approximately 30% debt to capital on an unadjusted basis. In April 2016, the company issued $400 million of 30-year senior
unsecured notes off its multi-purpose shelf, with a portion of the proceeds used to repurchase $70.2 million of 7.35% senior unsecured
notes due 2034 and $108.8 million of 7.125% senior notes due 2019 through a tender offer. The company subsequently issued an
additional $100 million of 30-year senior unsecured notes in May 2016. Markel's earnings coverage has been good, though on average
is below peer levels. Markel does not pay a stockholder dividend, which we view as strengthening the company's financial flexibility.

Markel has a revolving credit facility that provides $300 million of capacity for future acquisitions, investments, repurchases of capital
stock and for general corporate purposes, of which $200 million may be used for secured letters of credit. The company may also
increase the capacity of the facility to $500 million subject to certain terms and conditions. The facility had no borrowings as of 30
June 2016.

Markel implemented a new share repurchase program of $300 million in November 2013, which the company has historically used
opportunistically. During H1 2016, the company repurchased $15.2 million of common stock compared to $239 million of net income
($31.5 million of common stock repurchased compared to net income of $583 million for full-year 2015).

Exhibit 3

Financial Flexibility

Sources: Moody's Investors Service and Company Filings

Liquidity Analysis
For 2016, Markel has approximately $845.5 million in unencumbered dividend capacity available from its domestic insurance
subsidiaries and Markel Bermuda. As of 30 June 2016, invested assets held at the parent company were $1.8 billion. Markel's holding
company liquidity is available to support growth initiatives at its operating subsidiaries, complete acquisitions, and capital management
activity including repurchasing shares and retiring debt.

Furthermore, through Markel Ventures Inc., the group owns interests in various non-insurance operations, mainly industrial and service
companies. During the first six months of 2016, these non-insurance operations reported EBITDA of $92 million ($46.8 million during
H1 2015) and net income of $36 million ($8 million during H1 2015). While the amount of earnings is relatively small currently, it is
expected that these operations will provide unregulated cash flows to the parent company over time.
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Rating Methodology and Scorecard Factors

Exhibit 4

Sources: Moody's Investors Service and Company Filings

Ratings

Exhibit 5
Category Moody's Rating
MARKEL CORPORATION

Rating Outlook STA
Senior Unsecured Baa2

RATED INTERCOMPANY POOL MEMBERS

Rating Outlook STA
Insurance Financial Strength A2

Source: Moody's Investors Service
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