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Disclaimer 

Certain statements contained herein may constitute forward-looking information (within the meaning of Canadian securities legislation) and forward-

looking statements (within the meaning of the United States Private Securities Litigation Reform Act of 1995). These statements can be identified by 

expressions of belief, expectation or intention, as well as those statements that are not historical fact. Forward-looking statements are based upon 

assumptions, estimates, opinions and analysis made by management in light of its experience, current conditions and its expectations of future 

developments that management believe to be reasonable and relevant, and are subject to known and unknown risks, uncertainties and other factors 

which may cause the actual results, performance or achievements of Fairfax to be materially different from any future results, performance or 

achievements expressed or implied by such forward-looking statements. Such factors include, but are not limited to: the failure to complete the 

transactions contemplated herein on the currently proposed basis; a reduction in net earnings if our loss reserves are insufficient; underwriting losses on 

the risks we insure that are higher or lower than expected; the occurrence of catastrophic events with a frequency or severity exceeding our estimates; 

changes in market variables, including interest rates, foreign exchange rates, equity prices and credit spreads, which could negatively affect our 

investment portfolio; the cycles of the insurance market and general economic conditions, which can substantially influence our and our competitors' 

premium rates and capacity to write new business; insufficient reserves for asbestos, environmental and other latent claims; exposure to credit risk in the 

event our reinsurers fail to make payments to us under our reinsurance arrangements; exposure to credit risk in the event our insureds, insurance 

producers or reinsurance intermediaries fail to remit premiums that are owed to us or failure by our insureds to reimburse us for deductibles that are paid 

by us on their behalf; the timing of claims payments being sooner or the receipt of reinsurance recoverables being later than anticipated by us; the 

inability of our subsidiaries to maintain financial or claims paying ability ratings; risks associated with implementing our business strategies; risks 

associated with our use of derivative instruments; the failure of our hedging methods to achieve their desired risk management objective; a decrease in 

the level of demand for insurance or reinsurance products, or increased competition in the insurance industry; the impact of emerging claim and 

coverage issues; the failure of any of the loss limitation methods we employ; our inability to access cash of our subsidiaries; our inability to obtain 

required levels of capital on favourable terms, if at all; the loss of key employees; technological or other change which adversely impacts demand, or the 

premiums payable, for the insurance coverages we offer; our inability to obtain reinsurance coverage in sufficient amounts, at reasonable prices or on 

terms that adequately protect us; the passage of legislation subjecting our businesses to additional supervision or regulation, including additional tax 

regulation, in the United States, Canada, Singapore or other jurisdictions in which we operate; risks associated with government investigations of, and 

litigation and negative publicity related to, insurance industry practice or any other conduct; risks associated with political and other developments in 

foreign jurisdictions in which we operate; risks associated with legal or regulatory proceedings; failures or security breaches of our computer and data 

processing systems; the influence exercisable by our significant shareholder; adverse fluctuations in foreign currency exchange rates; our dependence 

on independent brokers over whom we exercise little control; an impairment in the carrying value of our goodwill and indefinite-lived intangible assets; 

our failure to realize deferred income tax assets; and assessments and shared market mechanisms which may adversely affect our U.S. insurance 

subsidiaries. We caution readers not to place undue reliance on these forward-looking statements, which speak only as of their dates. We disclaim any 

intention or obligation to update or revise any forward-looking statements, whether as a result of new information, change in assumption or opinion or 

otherwise, except as may be required by applicable securities laws. Additional risks and uncertainties are described in our most recently issued Annual 

Report which is available at www.fairfax.ca and in our Supplemental and Base Shelf Prospectus (under “Risk Factors”) filed with the securities regulatory 

authorities in Canada, which is available on SEDAR at www.sedar.com. 



Summary of Transaction 
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Transaction 

 Fairfax and Mitsui Sumitomo Insurance Company Limited of Tokyo, Japan (“MSI”) have entered 
into agreement to explore a broad global partnership 

 MSI enters into a binding agreement to acquire Fairfax’s 97.7% interest in First Capital 
Insurance Limited of Singapore (“First Capital”) 

Consideration 

 Cash purchase price of US$1.6 billion 

 Results in a realized net investment gain (after-tax) of approximately US$900 million (US$33.00 
per share(1)) 

Expected 

Closing 
 Late 2017 / first quarter 2018 

Conditions  Customary regulatory approvals, including the Monetary Authority of Singapore and the 
Financial Services Agency of the Government of Japan 

Other Terms 

 Fairfax will guarantee loss and LAE reserves of First Capital as of December 31, 2016 

 First Capital will maintain book value at closing equal to December 31, 2016 book value of 
SG$698.5 million (approx. US$483.5 million) 

(1) Based on 28.1 million shares, which includes the shares issued for the acquisition of Allied World 

Management 
 R. Athappan, CEO of First Capital, will continue to lead First Capital following the transaction, 

while continuing to retain responsibilities as Chairman of Fairfax Asia 

 

Strategic 

Cooperation 

 Fairfax will participate in a meaningful quota share of First Capital’s business 

 Fairfax and MSI will explore a broad global partnership, including the opportunity to mutually 
participate in writing selected classes of non-life insurance business through reinsurance 
partnerships 



A win-win scenario for Fairfax and MSI 
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 Fairfax and MSI will develop a broad global partnership 

 To facilitate the partnership, MSI acquires leading Singapore insurance 

platform 

 MSI provides First Capital with accelerated growth opportunities 

 First Capital leverages MSI’s strong Asian franchise 

 Fairfax participates in First Capital’s enhanced prospects via meaningful 

quota share 

 

 

1 

2 

3 

4 

5 



Global Partnership Opportunity 
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MSI Countries of Operations Fairfax Countries of Operations 

North America 

• Canada 

• United States 

• Bermuda 

• Barbados 

South America 

• Brazil 

• Chile 

• Colombia 

Africa 

• South Africa  

Europe 

• Czech Republic 

• Poland 

• Hungary 

• Romania 

• Slovakia 

• Bulgaria 

• Ukraine 

• United Kingdom 

• Luxemburg 

• Switzerland 

• Ireland 

• Greece 

Asia 

• Singapore 

• Indonesia 

• Malaysia 

• Vietnam 

• Thailand 

• Hong Kong 

• India 

• Sri Lanka 

• China 

• Australia 

• Kuwait 

 

North America 

• United States 

• Bermuda 

• Canada 

• Mexico 

South America 

• Brazil 

• Panama 

• Peru 

• Colombia 

• Argentina 

Africa 

• South Africa  

Europe 

• France 

• Germany 

• The Netherlands 

• Belgium 

• Italy 

• Spain 

• Switzerland 

• Slovakia 

• Ireland 

• United Kingdom 

Asia 

• Japan 

• Russia 

• UAE 

• Singapore 

• Indonesia 

• China 

• Hong Kong 

• Macau 

• Malaysia 

• Thailand 

• Philippines 

Asia (Continued) 

• Vietnam 

• Cambodia 

• Republic of 

Korea 

• India 

• Taiwan 

• Laos 

Oceania 

• Australia 

• New Zealand 

 



 MSI is one of the core operating companies in the MS&AD Insurance Group 

(“MS&AD”), the leading non-life insurance group in Japan with a 33% market share 

 MS&AD was formed in 2010 as a merger among Mitsui Sumitomo Insurance Group, 

Aioi Insurance and Nissay Dowa General Insurance 

 MSI’s origins in Japan trace back more than 300 years 

 MS&AD is the leading writer of non-life insurance in Japan and had domestic non-life 

net premiums written of ¥2.7 trillion (approximately $25 billion) in 2016(1) 

MSI Overview 
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(1) For the fiscal year ended March 31, 2017 

(2) Business mix for Mitsui Sumitomo Insurance and Aioi Nissay Dowa Insurance 

Japan Non-Life: $25BN NPW in 2016(2) 

Voluntary Auto 
50%  

Compulsory Auto 
Liability 

13%  

Fire & Allied 
13%  

Personal Accident 
8%  

Marine 
2%  

Others 
14%  

Worldwide Non-Life: $31BN NPW in 2016 

Mitsui Sumitomo Insurance 
43%  

Aioi Nissay Dowa Insurance 
35%  

Mitsui Direct General 
1%  

Overseas subsidiaries 
20%  



First Capital Overview 
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 Largest commercial property & casualty insurer in Singapore 

 Gross premiums written of US$393.3 million in 2016 

 Shareholders’ equity of US$483.5 million as of December 31, 2016 

 Recognized as one of the leading Marine Hull insurers in South East Asia 

 Other lines of business include Marine Cargo, Property, Motor,                                 

Engineering, Accident, Health, Workers Compensation 

 Excellent underwriting track record 

 2016 combined ratio of 64.9% / avg. combined ratio of 71.8% over the last 15 years  

 Fairfax first invested in the company in 2002, with initial capital of US$35 million and no 

additional capital contributions 

 From 2002 to 2016, First Capital experienced a long term track record of successful 

operating performance 

 Gross premium written CAGR of 30% / Shareholders’ equity CAGR of 22% 

 First Capital’s CEO, R. Athappan, will continue in his current role in First Capital while 

continuing to retain responsibilities as Chairman of Fairfax Asia 

 Asia will continue to be a key focus region for Fairfax through its various holdings and 

operations in Malaysia, Hong Kong, Indonesia, Sri Lanka, India, Vietnam, Thailand and China  

2016 GPW = US$393.3MM 

Fire
36%

Marine
24%

Motor
20%

Miscellaneous
20%


