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Beazley PLC

Major Rating Factors

Strengths:

• Strong earnings from the participation on Beazley Furlonge - Syndicate

0623/2623/3622/3623.

• Strong competitive position, benefiting from membership of the Lloyd's

Market and the developing U.S. operations.

• Strong enterprise risk management, with particular strengths recognized in

cycle management.

Counterparty Credit Rating

Local Currency

BBB+/Stable/--

Weaknesses:

• Potential for earnings volatility following the increased appetite for catastrophe risk.

• Possibility of increased investment risk.

Rationale

The 'BBB+' long-term counterparty credit rating on U.K.-based Beazley PLC reflects its position as the current

holding company of the group (Beazley). The group's principal source of earnings is derived from its participation in

Beazley Furlonge - Syndicate 0623/2623/3622/3623 (Lloyd's Syndicate Assessment '4/Stable'), which operates

within the Lloyd's insurance market (Lloyd's or the Market; insurer financial strength rating, A+/Stable).

The rating primarily reflects key features of Beazley's operating profile, including Syndicate 0623/2623/3622/3623's

strong earnings, strong competitive position, and Standard & Poor's Ratings Services' positive view of the group's

management and strategy. These strengths are partially offset, however, by the increased potential for earnings

volatility following the increased appetite for catastrophe risk and, potentially, investment risk.

The group's operating performance is strong, reflecting the expectation that Syndicate 0623/2623/3622/3623 will

maintain its strong performance and continue to outperform peers and the Lloyd's Market as a whole. This

expectation reflects Standard & Poor's opinion that the syndicate has superior risk-selection and cycle-management

capabilities in relation to the capabilities of many peers, as demonstrated over its 20-year-plus history. The syndicate

has outperformed the Lloyd's Market since 1997, and has never failed to record a positive return since formation in

1986. This strong performance is despite the Lloyd's Market as a whole recording many years of pretax losses over

the past 20 years.

The syndicate has a strong competitive position, drawing significantly on Lloyd's strong competitive position. In

addition, as one of the largest Lloyd's syndicates, with a respected "own-brand" name, Syndicate

0623/2623/3622/3623 has established itself as a leader of specialty risks, with strong supporting franchises in lines

of business offering some diversity. The group has invested heavily in developing its U.S. operations, and these

operations are now successfully enhancing the group's overall standing within the global insurance market.

The group's enterprise risk management (ERM) is assessed as strong overall. This means that in Standard & Poor's

opinion, it is very unlikely that Beazley will incur losses outside its risk appetite. This assessment is supported by

strong strategic risk management and risk culture, and strong controls over the majority of its risks, including the
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management of the insurance cycle.

The group has increased its risk appetite related to catastrophe risk business, and, while these gives more balance to

the overall portfolio, it does raise the potential for greater volatility in the operating performance.

Beazley has shifted its investment strategy from an explicitly liability matched profile to an absolute return target

with the possibility of up to 20% of total investments being held in capital growth assets. This raises the market risk

of the investments; however, it is noted that the remaining portfolio is expected to be very conservative.

Liquidity

We consider Beazley's liquidity as strong overall. Invested assets are short term in duration, and held in tradable,

highly rated bonds and money market instruments. Underwriting cash flows remain positive. The group has bank

deposits of approximately 10% of invested assets. At year-end 2008, Beazley's ratio of adjusted liquid assets to

technical reserves was 118%, down from 133% in 2007, but still considered strong.

Beazley has a banking facility providing £100 million of potential liquidity, of which none is drawn down.

Outlook

The stable outlook on Beazley reflects the stable outlook on Syndicate 0623/2623/3622/3623. This, in turn, reflects

Standard & Poor's expectation that the management of the syndicate will focus on extending the track record of

strong and stable operating performance. We expect the 2010 combined ratio to be below 95%. Strong operating

performance should contribute to the achievement of a cross-cycle, pretax, return-on-equity target of 18%.

Standard & Poor's expects that capitalization at the group will remain strong during 2010. Positive assessment

action is unlikely over the assessment horizon, although it could occur should there be substantial outperformance

relative to the Market. The assessment may be lowered if the syndicate's revised underwriting and investment

strategies weaken Beazley's operating performance relative to its strong historical trend, and peers.

A failure to adequately fund the group's anticipated growth, while maintaining capital adequacy in line with the

rating would also prompt a review of the rating.

Financial Profile: Strong Financial Flexibility Demonstrated Regularly Since
Formation

We consider Beazley's financial flexibility as strong. The group raised £150 million via a rights issue and placing in

April 2009, predominantly to support increased underwriting, and to fund the acquisition of a U.S.-based

Underwriting Manager.

Beazley has in the past demonstrated its ability to access the capital markets, including its successful IPO in 2002,

which raised £150 million, and the raising of a further £105 million in 2004 to fund the expansion into the U.S. and

the acquisition of an admitted lines company.

The group raised £150 million of debt (rated 'BBB-') during 2006, and also has a £100 million banking facility, of

which none is currently drawn down. Financial leverage (debt including LOCs/capital) at year-end 2008 was 32%,

which is within the tolerance level for a rating at this level. Fixed charge cover was a strong 12x for 2008.
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Potentially, the syndicate also has access to other types of financial support through reinsurance arrangements,

including Special Purpose Syndicates.

The need for additional capital is likely to be driven by future acquisitions, to which Beazley remains open to

potential deals, subject to strict acceptance criteria.

Beazley PLC/Financial Statistics

--Year ended Dec. 31--

(Mil. £) 2008 2007 2006 2005

EBITDA 87.2 138.5 92.4 17.9

Fixed charges 12.6 12 5.6 1.8

Fixed-charge coverage (x) 6.9 11.5 6 9.9

Debt 162.5 156.7 154.9 29.1

LOCs supporting underwriting at Lloyd's 0 0 0 72

Adjusted capital 590.2 555.3 474.4 381.5

Debt/capital (excluding LOCs) 27.5 28.2 33.2 7.6

Data relates to Beazley Group Ltd. for 2008 and prior.

Ratings Detail (As Of January 28, 2010)*

Beazley PLC

Counterparty Credit Rating

Local Currency BBB+/Stable/--

Counterparty Credit Ratings History

09-Jun-2009 Local Currency BBB+/Stable/--

Related Entities

Beazley Group Ltd.

Issuer Credit Rating BBB+/Stable/--

Subordinated (1 Issue) BBB-

*Unless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard

& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.

Additional Contact:
Insurance Ratings Europe; InsuranceInteractive_Europe@standardandpoors.com

Additional Contact:
Insurance Ratings Europe; InsuranceInteractive_Europe@standardandpoors.com
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright ( c ) 2010 by Standard & Poor’s Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.
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