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Credit Market

Industry 1-Year Default Rate Forecasts — US (Moody’s)

Default expectations have fallen from last month, and the forecasts are now lower than they were at this time last year for most sectors. Media: Broadcasting & Sub. now
has the highest forecast at 6.75% (up from 6.18% last month and up from 3.66% YoY), followed by Telecommunication at 5.28% (down from 6.33% last month and down
from 7.66% YoY). Media: Broadcasting & Sub. and Transportation: Consumer are the 2 sectors with the highest default expectation increase since last year.
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Credit Market

Global Corporate Default Count (Moody’s

Four out of the nine defaults in March came from the telecommunication sector and all 4 from the US. Moody’s anticipates a resurgence in defaults reaching double
digits in April due to several issuers either filing for bankruptcy, missed debt payments or indicated their intention to complete a debt restructuring (meeting Moody’s
criteria for a distressed exchange). April’s rebound will likely be more gradual than December’s. Distressed exchanges have constituted over half of this year’s defaults, a
trend Moody’s foresees persisting.

Global Corporate Default Count by Region (for Issuers Rated by Moody’s) Speculative-Grade
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Corporate Default Rates Ended March 2024
YTD 2024 Global us
Ba 0.2% 0.0%
B 1.4% 1.0%
Full-year 2023 Caa-C 9.3% 9.8%
G 0.0% 0.0%
SG 5.0% 5.8%

YTD 2023
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Distrobligation’s original promise and 2) the exchange has the effect of allowing the issuer to avoid a likely essed exchange Moody’s definition: whereby 1) an issuer offers creditors a new or restructured
debt, or a new package of securities, cash or assets, that amount to a diminished value relative to the debt eventual default

Source: Moody’s March 2024 Default Report
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Credit Market

Rating Actions — Sovereign, Financial, and Nonfinancial Corporate (S&P)

As sentiment improved and economic growth exceeded expectations, rating actions became more positive in March. The number of upgrades rose by 44% in March,
reaching its highest in a year and although downgrades also increased, the pace was slower at a rate of 23%. While credit trends have broadly improved recently,
escalating geopolitical tension and inflation — potentially fueled even more now by rising tensions on Middle East shipping lanes and the collapse of Baltimore’s bridge —
could pose renewed challenges to credit if rising uncertainty leads to higher funding costs. Recent geopolitical developments and a potential shift in US monetary policy,
which would also affect emerging markets, could cause financing conditions to turn more challenging in the near-termfuture.

Monthly Rating Actions* Rating Actions by category in March

financial, and globally.

Source: S&P Global Ratings, April 2024
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How does it work?

Global A/R Review




Nine peril indices
for
countries.

Data accessible
via an online
portal, and can
be easily
exiracted.

Ratings generated
by algorithm-based
modeliing system
incorporating
277 indicators.

Countries scored on a
0.1 —10.0 scale:
Granular ratings help
risk managers
understand risk.
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Data, Analytics & Technology

What your data is put through

Best possible risk
treatment across a

Identifying what is
portfolio of risks

most likely to happen
before it occurs

Use of sophisticated
techniques to
Analytics are simply about better generate new

. . _ insights into the
decision making — sophisticated

nature of risk
techniques generating new

insights

To describe all .,
possible outcomes of
arisk, not just the
expected value




DEBT DECREMENT
MODEL (DDM)

LOSS GIVEN

DEFAULT (LGD)

PROBABILITY OF
DEFAULT (POD)
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MFG AR Cover

Uninsured

Option 3
AFL $5m
Indemnity 90%
Premium Rate to beat 0.06%

Option2
AFL $2,5m
Indemnity 90%
Premium Rate to beat 0.08%

Option1
EEL $5k

Indemnity 90%
Assumed Premium Rate 0.1%

Market Premium (MP)
Price to beat for Options
2,3

Average Retained Loss (AR) 6,760,442

TCOR (=AR+MP)
Average TransferredLoss

MFG

AR + Inventory Cover

Market Premium (MP)
Price to beat for Options

Average Retained Loss (AR) 24.184.908

TCOR (=AR+MP)
Average Transferred Loss

Uninsured

6,000,000 4,532,445 3,845,441
1,470,383 2,937,938 3,624,942
6,760,442 7,470,383 7,470,383 7,470,383
5,290,058 3,822,504 3,135,500 ® Automotive
u Lifestyle
 CEC

Option3 u Consumer Devices

AFL $5m
Indemnity 90%
Premium Rate to beat 0.06%

Option 2
AFL $2.5m
Indemnity 90%
Premium Rate to beat 0.08%

Option 1
EEL $5k
Indemnity 90%
Assumed Premium Rate 0.1%

# indumtrial

Health

13,889,959 11,389,959 8,889,959

5,754,085 8,254,085 10,754,085
24.184.908 19,644,043 19,644,043 19,644,043

18,430,823 15,930,823 13,430,823

We estimate Market Premium for Option1.
We keep TCoR static (compared to Option 1program).

The premiums for the options become the price to beat. If the broker can beat that price, the TCoR becomes
more efficient.

i

MiCredit Benchmarking data Digital
is Marsh Trade Credit's Uses our Trade Credit global Unique Web-based
internal placement and benchmarking data to provide: platform.

policy analytics tool

Key reporting and Buyer Trendingand
analytics, including  intelligencewho insurer
policy buys whatlimits  performance
benchmarking. and where. m
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Constructing Regional Risk Scorecard Example

T
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machinery and equipment, metals, chemicals, agriculture, food and consumer goods.
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Global ABC Today Global ABC
Tomorrow
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What does the
future look like for
this modelling?




Benefit to Client

Introduce a Marsh ESG Trade Credit
Classification and ESG Buyer/supplier Grading
to your Credit Risk Team.

Improve Credit limit capacity using Score-card
grades and provide additional Credit certainty to
Key buyers

Help Monetize your Supplier Rating scheme — to
support your Partnership with your supplier (e.g.
Leveraging Fertilizer distribution)
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This document and any recommendations, analysis, or advice provided by Marsh (collectively, the *Marsh Analysis”) are not intended to be taken as advice regarding any individual situation and should not be relied upon as such. The information
contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other party arising out of
this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax,
accounting, or legal advice, for which you should consult your own professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions,
conditions, information, or factors are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers or reinsurers. Marsh makes

s
no assurances regarding the availabilty, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or terms of coverage are the ultimate responsibility of the insurance
purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position
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