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(LR.S. Employer Identification No.)
92 Pitts Bay Road, Pembroke, Bermuda HM 08
(Address of principal executive offices and zip code)
(441) 496-2600

(Registrant s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common shares, par value $0.0125 per share New York Stock Exchange
7.25% Series A preferred shares New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes x No ~
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files). Yes = No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of
registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part IIT of this Form 10-K or any amendment to this
Form 10-K. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of large accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
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Large accelerated filer x Accelerated filer ~
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant, computed by reference to the closing price as of
the last business day of the registrant s most recently completed second fiscal quarter, June 30, 2009, was approximately $3.5 billion.

At February 16, 2010, there were outstanding 131,930,239 common shares, $0.0125 par value per share, of the registrant.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant s definitive proxy statement to be filed with the Securities and Exchange Commission pursuant to Regulation 14A relating to the annual
meeting of shareholders to be held on May 6, 2010 are incorporated by reference in Part III of this Form 10-K.
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Cautionary Statement Regarding Forward-looking Statements

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the U.S. federal securities laws. We intend these

forward-looking statements to be covered by the safe harbor provisions for forward-looking statements in the United States securities laws. In

some cases, these statements can be identified by the use of forward-looking words such as may, should, could, anticipate, estimate, expec!
plan, believe, predict, potential and intend. Forward-looking statements contained in this report may include information regarding our estin

of losses related to catastrophes and other large losses, measurements of potential losses in the fair value of our investment portfolio and

derivative contracts, our expectations regarding pricing and other market conditions, our growth prospects, and valuations of the potential impact

of movements in interest rates, equity prices, credit spreads and foreign currency rates. Forward-looking statements only reflect our expectations

and are not guarantees of performance.

These statements involve risks, uncertainties and assumptions. Accordingly, there are or will be important factors that could cause actual results
to differ materially from those indicated in such statements. We believe that these factors include, but are not limited to, the following:

the occurrence of natural and man-made disasters,

actual claims exceeding our loss reserves,

general economic, capital and credit market conditions and the persistence of the recent financial crisis,

the failure of any of the loss limitation methods we employ,

the effects of emerging claims and coverage issues,

the failure of our cedants to adequately evaluate risks,

inability to obtain additional capital on favorable terms, or at all,

the loss of one or more key executives,

a decline in our ratings with rating agencies,

loss of business provided to us by our major brokers,

changes in accounting policies or practices,
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changes in governmental regulations,

increased competition,

changes in the political environment of certain countries in which we operate or underwrite business,

fluctuations in interest rates, credit spreads, equity prices and/or currency values, and

the other matters set forth under Item 1A, Risk Factors and Item 7, Management s Discussion and Analysis of Financial
Conditions and Results of Operations included in this report.
We undertake no obligation to update or revise publicly any forward-looking statements, whether as a result of new information, future events or
otherwise.
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PART I

ITEM 1. BUSINESS

As used in this report, references to we, us, our orthe Company refer to the consolidated operations of AXIS Capital Holdings Limited ( AXIS
Capital ) and its direct and indirect subsidiaries and branches, including AXIS Specialty Limited ( AXIS Specialty Bermuda ), AXIS Specialty

Limited (Singapore Branch), AXIS Specialty Europe Limited (  AXIS Specialty Europe ), AXIS Specialty London, AXIS Specialty Australia,

AXIS Specialty Insurance Company ( AXIS Specialty U.S. ), AXIS Re Limited ( AXIS Re Ltd. ), AXIS Reinsurance Company ( AXIS Re U.S. ),
AXIS Reinsurance Company (Canadian Branch), AXIS Surplus Insurance Company (  AXIS Surplus ), AXIS Insurance Company ( AXIS

Insurance Co. ) and AXIS Re Europe, unless the context suggests otherwise. Tabular dollars are in thousands. Amounts in tables may not

reconcile due to rounding differences.

GENERAL

AXIS Capital is the Bermuda-based holding company for the AXIS Group of Companies. AXIS Capital was incorporated on December 9, 2002.
AXIS Specialty Bermuda commenced operations on November 20, 2001. AXIS Specialty Bermuda and its subsidiaries became wholly owned
subsidiaries of AXIS Capital pursuant to an exchange offer consummated on December 31, 2002. Through our various operating subsidiaries
and branches, we provide a broad range of insurance and reinsurance products to insureds and reinsureds worldwide operations with primary
locations in Bermuda, the United States and Europe. Our business consists of two distinct global underwriting platforms, AXIS Insurance and
AXIS Re.

During 2007, we purchased the assets of the Media Professional Division ( Media Pro ) of MPI Insurance Agency, Inc., an Aon Group, Inc.
subsidiary. Media Pro was a full-service managing general underwriter with operations in the U.S., Canada and the U.K. We were the exclusive
carrier for several of Media Pro s programs for the prior two years, and this purchase gave us the renewal rights to their broader professional lines
portfolio.

During 2008, as part of our long-term strategy of global expansion, we established new underwriting branches in Singapore, Australia and
Canada.

During 2009, we purchased Dexta Corporation Pty Ltd ( Dexta ), an underwriting agency in Australia. Since 2005, we have been providing
professional indemnity, directors and officers liability and information technology liability insurance coverages as a direct offshore foreign
insurer in Australia through Dexta. Effective January 1, 2009, the insurance coverages previously underwritten through Dexta are underwritten
directly by AXIS Specialty Australia.

Also in 2009, we established a new Global Accident & Health line of business within our insurance segment which, as of January 2010, provides
domestic and international reinsurance coverage on a quota share, excess of loss and aggregate excess of loss basis. Coverages underwritten will
include corporate personal accident and business travel accident products, association/affinity programs, student accident and catastrophic health
products. We also expect to offer through this line of business U.S. insurance products including personal accident, business travel accident,
student accident and sickness and special risks, including youth activities, day care and non-profit groups. These products will be offered to
employer/employee and affinity groups as well as financial institutions, including banks, credit card issuers and credit unions.
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R BUSINE TRATEGY

Our long-term business strategy focuses on utilizing our management s extensive expertise, experience and long-standing market relationships to
identify and underwrite attractively priced risks while delivering insurance and reinsurance solutions to our customers. Our underwriters
worldwide are focused on constructing a portfolio of risks that effectively utilizes our capital while optimizing the risk-reward characteristics of
the portfolio. We exercise disciplined underwriting practices and manage a diverse book of business while seeking to maximize our profitability
and generate superior returns on equity. To afford ourselves ample opportunity to construct a portfolio diversified by product and geography that
meets our profitability and return objectives, we have implemented organic growth strategies in key markets worldwide.

The markets in which we operate have historically been cyclical. During periods of excess underwriting capacity, as defined by availability of
capital, competition can result in lower pricing and less favorable policy terms and conditions for insurers and reinsurers. During periods of
reduced underwriting capacity, pricing and policy terms and conditions are generally more favorable for insurers and reinsurers. Historically,
underwriting capacity has been impacted by several factors, including industry losses, catastrophes, changes in legal and regulatory guidelines,
investment results and the ratings and financial strength of competitors.

Our near-term strategies conform to our long-term objectives but also reflect changes and opportunities within the global marketplace. The
following is an overview of the insurance and reinsurance market since our first full year of operations in 2002, together with a discussion as to
how we have evolved during this period. The following table shows gross premiums written in each of our segments over the last five years:

Year ended December 31, 2009 2008 2007 2006 2005

Insurance $ 1,775,590 $ 1,841,934 $ 2,039,214 $ 2,070,467 $ 1,875,017
Reinsurance 1,811,705 1,548,454 1,550,876 1,538,569 1,518,868
Total $ 3,587,295 $ 3,390,388 $ 3,590,090 $ 3,609,036 $ 3,393,885

We were established in late 2001 to take advantage of the significant imbalance that had been created between the demand for insurance and
reinsurance and the supply of capacity from adequately capitalized insurers and reinsurers. Pricing and deductibles were increasing dramatically
and policy terms and coverages tightening across many specialist lines of business. In a short period of time following our formation, we were
able to assemble a diverse portfolio of specialist insurance risks. We also established a property reinsurance portfolio largely comprising
worldwide catastrophe exposure. Since our inception, we have focused our efforts on identifying and recruiting talented specialist underwriters
and diligently building our infrastructure to access and analyze risks for our global portfolio and to deliver service of the highest quality to our
clients.

During 2003, we were able to further diversify our global business by adding select underwriting teams and infrastructure in the U.S. and in
Europe. Specifically, we established a meaningful presence in the wholesale insurance market in the U.S., which allowed us to quickly take
advantage of favorable market conditions. We also entered the professional lines insurance business through a renewal rights transaction and
simultaneous recruitment of an underwriting team from Kemper. The shortage of capacity for U.S. professional lines reinsurance business
served as an opportunity for further diversification of our global treaty reinsurance business and establishment of a local presence in the U.S.
reinsurance marketplace. By the end of 2003, we had also established a local presence in the Continental European reinsurance marketplace,
allowing us to diversify into
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other traditional European treaty reinsurance business including motor liability and credit and bond. The establishment and growth of our U.S.
and European reinsurance underwriting operations contributed to significant premium growth in our reinsurance segment during 2004 and 2005.

Since these early years of substantial growth, we have continued to establish our position in the global insurance and reinsurance marketplace.
This has been against the backdrop of a softening market cycle throughout many of our property and liability lines of business, with increased
competition, surplus underwriting capacity and deteriorating rates, terms and conditions all having an impact on our ability to write business.
Despite this, our strong diversity by product and geography, has allowed us to effectively reallocate underwriting capacity around our business
operations as we see market conditions change and business opportunities arise, allowing us to maintain a relatively stable level of gross
premiums written during this period.

Within our reinsurance segment, although market conditions have not been particularly conducive to premium growth in recent years, including
a trend of greater risk and retention appetite in the industry, conditions have generally been better than the primary market which has provided us
with an opportunity to achieve greater market penetration in the U.S. and European reinsurance markets over this period. Further, market
conditions improved across several lines of business during 2009, which, along with specific growth opportunities, allowed us to expand the
segment this year.

Within our insurance segment, market conditions have been increasingly competitive for several years, with surplus capacity and price
deterioration prevalent across most of our portfolio. As a result we have reduced our participation in certain business in recent years. The impact
of this has been partially offset by specific growth opportunities. This has included the expansion of our professional lines business, both
through the purchase of the Media Pro business in 2007 as well as new business opportunities arising during 2008 and 2009 in the aftermath of
the financial market crisis. In recent years, we have also added underwriting expertise to our credit and political risk team and established a
branch in Singapore, which has provided us with access to a broader range of distribution channels. This has allowed us to provide more
products which are not as closely correlated to the property and liability cycle, in particular, emerging market sovereign and corporate credit.
Our ability and appetite to write this business, however, was negatively impacted in the latter part of 2008 and throughout 2009 by the effects of
the global financial crisis. In 2009, we established a new Global Accident and Health line of business within our insurance segment, which
effective January 2010, provides corporate personal accident and business travel coverage as well as specialty and catastrophe health and
ancillary property and casualty coverage. We intend to initially grow this business in the U.S. market and expand into the European, Canadian,
Australian and Asian markets over time.

During 2007, we created a new Ceded Reinsurance Unit to coordinate our reinsurance purchasing activities, improve efficiency and consistency
and take advantage of new opportunities in the marketplace. In recent years, we have expanded our reinsurance coverage, particularly for
professional lines and casualty insurance business. This strategy has allowed us to reduce our overall net retentions relative to previous years and
therefore deliver more value through an improvement in our risk/reward position.

Our use of technology allows us to maintain a low-cost infrastructure and efficient underwriting operations. In addition, we believe our
technological capabilities provide us with competitive advantages as we seek to improve our relationships with our customers, provide enhanced
levels of customer service and optimize our internal decision making process. During 2009, we implemented additional levels of back-up across
our core processing systems, communication networks and databases to mitigate the disruption to fundamental business processing. We also
expanded our usability of remote application technologies (i.e., remote access, web applications), video conferencing and geographically
dispersed data synchronization to meet the demands of a more mobile and dispersed workforce.
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We continue to strengthen our enterprise risk management framework, having created a separate Risk Management department during 2008. We
value the strategic significance of an effective risk management structure, particularly in today s complex environment. Our ERM practices are
currently evaluated as Strong by Standard & Poor s ( S&P ).

SEGMENT INFORMATION

Our underwriting operations are organized around our two global underwriting platforms, AXIS Insurance and AXIS Re and therefore we have
determined that we have two reportable segments, insurance and reinsurance. Except for goodwill and intangible assets, we do not allocate our
assets by segment as we evaluate the underwriting results of each segment separately from the results of our investment portfolio. Financial data
relating to our segments is included in Note 3 to our Consolidated Financial Statements presented under Item 8 and in Management s Discussion
and Analysis of Financial Condition and Results of Operations, under Item 7.

Insurance Segment

Lines of Business and Distribution

Our insurance segment offers specialty insurance products to a variety of niche markets on a worldwide basis. The following are the lines of
business in our insurance segment:

Property: provides physical loss or damage, business interruption and machinery breakdown coverage for virtually all types of
property, including commercial buildings, residential premises, construction projects and onshore energy installations. This line of
business consists of both primary and excess risks, some of which are catastrophe-exposed.

Marine: provides coverage for traditional marine classes, including offshore energy, cargo, liability, recreational marine, fine art,
specie, hull and war. Offshore energy coverages include physical damage, business interruption, operators extra expense and liability
coverage for all aspects of offshore upstream energy, from exploration and construction through the operation and distribution
phases.

Terrorism: provides coverage for physical damage and business interruption of an insured following an act of terrorism.

Aviation: provides hull and liability and specific war coverage primarily for passenger airlines but also for cargo operations, general
aviation operations, airports, aviation authorities, security firms and product manufacturers.

Credit and political risk: provides credit and political risk insurance products for banks and corporations. Coverage is provided for a
range of risks including sovereign default, credit default, political violence, currency inconvertibility and non-transfer, expropriation,
aircraft non-repossession and contract frustration due to political events. The credit insurance coverage is primarily for lenders
seeking to mitigate the risk of non-payment from their borrowers in emerging markets. For the credit insurance contracts, it is
necessary for the buyer of the insurance (most often a bank) to hold an insured asset (most often an underlying loan) in order to claim
compensation under the insurance contract. The traditional political risk coverage provides protection against sovereign actions that
result in the impairment of cross-border investments for banks and major corporations (known as CEND coverages).
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Professional lines: provides coverage for directors and officers liability, errors and omissions liability, employment practices
liability, fiduciary liability, crime, professional indemnity and other financial insurance related coverages for commercial enterprises,
financial institutions and not-for-profit organizations. This business is predominantly written on a claims-made basis.

Liability: primarily targets primary and low/mid-level excess and umbrella commercial liability risks in the U.S. excess and surplus
lines markets. Target industry sectors include construction, manufacturing, transportation and trucking and other services.

Other: primarily consists of employee medical coverage for self-insured, small and medium sized employers, for losses in excess of
a given retention.
We produce business primarily through wholesale and retail brokers worldwide. Some of our insurance products are also distributed through
managing general agents and underwriters. In the U.S., we have the ability to write business on an admitted basis using forms and rates as filed
with state insurance regulators and on a non-admitted basis, or surplus lines basis, with flexibility in forms and rates as these are not filed with
state regulators. Having non-admitted carriers in our U.S. group of companies provides the pricing flexibility needed to write non-standard
coverage. Substantially all of our insurance business is written subject to aggregate limits, in addition to event limits.

Gross premiums written by broker, shown individually where premiums are 10% or more of the total in any of the last three years, were as
follows:

Year ended December 31, 2009 2008 2007

Marsh $ 309,278 17% $ 262,417 14% $ 264,964 13%
Aon 270,658 15% 237,993 13% 259,929 13%
Willis 150,197 9% 156,887 9% 202,531 10%
Other brokers 803,183 45% 953,852 52% 1,056,163 52%
Managing general agencies and underwriters 242,274 14% 230,785 12% 255,627 12%
Total $ 1,775,590 100% $ 1,841,934 100% $ 2,039,214 100%

No major customer accounted for more than 10% of the gross premiums written in the insurance segment.

Competitive Environment

We operate in highly competitive markets. In our insurance segment, where competition is focused on price as well as availability, service and
other considerations, we compete with U.S. based companies with global insurance operations, as well as non U.S. global carriers and
indigenous companies in regional and local markets. We believe we achieve a competitive advantage through a strong capital position and the
strategic and operational linking of our practices, which allows us to design insurance programs on a global basis in alignment with the global
needs of many of our clients.
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Reinsurance Segment

Lines of Business and Distribution

Our reinsurance segment operates through offices based in Bermuda, New York, Zurich and Singapore. We focus on writing business on an
excess of loss basis, where possible, whereby we typically provide an indemnification to the reinsured entity for a portion of losses both
individually and in the aggregate, on policies in excess of a specified individual or aggregate loss deductible. For business written on a
proportional basis, we receive an agreed percentage of the premium and are liable for the same percentage of incurred losses. Reinsurance may
be written on a portfolio/treaty basis or on an individual risk/facultative basis. The majority of our business is written on a treaty basis and
primarily offered to us by reinsurance brokers worldwide.

Our reinsurance segment provides non-life reinsurance to insurance companies on a worldwide basis. The following are the lines of business in
our reinsurance segment:

Catastrophe: provides protection for most catastrophic losses that are covered in the underlying insurance policies written by our
cedants. The exposure in the underlying policies is principally property exposure but also covers other exposures including workers
compensation, personal accident and life. The principal perils in this portfolio are hurricane and windstorm, earthquake, flood,
tornado, hail and fire. In some instances, terrorism may be a covered peril or the only peril. We underwrite catastrophe reinsurance
principally on an excess of loss basis.

Property: includes reinsurance written on both a proportional and a per risk excess of loss basis and covers underlying personal lines
and commercial property exposures. Here the primary reason for the product is not simply to protect against catastrophic perils,
however they are normally included with limitations.

Professional Liability: covers directors and officers liability, employment practices liability, medical malpractice, lawyers and
accountants liability, environmental liability and miscellaneous errors and omissions insurance risks. The underlying business is
predominantly written on a claims-made basis. Business is written on both a proportional and excess of loss basis.

Credit and Bond: consists of reinsurance of trade credit insurance products and includes both proportional and excess of loss
structures. The underlying insurance indemnifies sellers of goods and services in the event of a payment default by the buyer of those
goods and services. Also included in this line of business is coverage for losses arising from a broad array of surety bonds issued by
bond insurers principally to satisfy regulatory demands in a variety of jurisdictions around the world.

Motor: provides coverage to cedants for motor liability and, to a lesser degree, property damage losses arising out of any one
occurrence. The occurrence can involve one or many claimants where the ceding insurer aggregates the claims from the occurrence.

Liability: provides coverage to insurers of standard casualty business, excess and surplus casualty business and specialty casualty
programs. The primary focus of the underlying business is general liability, although workers compensation and auto liability are
also written.

Engineering: provides coverage for all types of construction risks and risks associated with erection, testing and commissioning of
machinery and plants during the construction stage. This line of business also includes coverage for losses arising from operational
failures of machinery, plant and equipment and electronic equipment as well as business interruption.
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Gross premiums written by broker, shown individually where premiums are 10% or more of the total in any of the last three years, were as
follows:

Year ended December 31, 2009 2008 2007

Aon $ 677,810 37 % $ 536,435 35% $ 506,198 33%
Marsh 496,900 27 % 507,257 33% 550,036 35%
Willis 404,428 22% 253,647 16% 190,603 12%
Other brokers 62,944 4% 145,834 9% 194,224 13%
Direct 169,623 10% 105,281 7% 109,815 7%
Total $ 1,811,705 100% $ 1,548,454 100% $ 1,550,876 100%

No major customer accounted for more than 10% of the gross premiums written in the reinsurance segment.

Competitive Environment

In our reinsurance segment where competition tends to be focused on availability, service, financial strength and increasingly price, we compete
with major U.S. and non-U.S. reinsurers as well as reinsurance departments of numerous multi-line insurance organizations. We believe we
achieve a competitive advantage through our strong capital position as well as our technical expertise that allows us to respond quickly to
customer needs and provide quality and innovative underwriting solutions. In addition, our customers highly value our exemplary service, strong
capitalization and financial strength ratings.

REI RANCE PROTECTION

Our Ceded Reinsurance Unit coordinates the purchase of treaty and facultative reinsurance to reduce our exposure to large losses or a series of
large losses. All treaty reinsurance purchases and our facultative reinsurance strategies are pre-approved by our Reinsurance Purchasing Group,
which consists of senior management. Facultative reinsurance provides for all or a portion of the insurance provided by a single policy and each
policy reinsured is individually negotiated. Treaty reinsurance provides for a specified type or category of risks. Our reinsurance agreements
may be on an excess of loss or proportional basis. Excess of loss covers provide a contractually set amount of cover after an excess point has
been reached. This excess point can be based on the size of an industry loss or a fixed monetary amount. These covers can be purchased on a
package policy basis, which provide cover for a number of lines of business within one contract. Proportional covers provide a proportional
amount of coverage from the first dollar of loss. All of these reinsurance covers provide for recovery of a portion of losses and loss expenses
from reinsurers. We remain liable for the original claim to the extent that reinsurers do not meet their obligations under these agreements.
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RESERVE FOR UNPAID L ES AND L EXPENSE.

We establish reserves for losses and loss expenses that arise from our insurance and reinsurance products. These reserves are balance sheet
liabilities representing estimates of future amounts required to pay losses and loss expenses for insured or reinsured claims that have occurred at

or before the balance sheet date, whether already known or not yet reported. Our loss reserves are established based upon our estimate of the

total cost of claims that were reported to us but not yet paid ( case reserves ), and the anticipated cost of claims incurred but not yet reported to us
( IBNR ).

The table below shows the development of our loss reserves since inception. To illustrate an understanding of the information in this table,
following is an example using reserves established at December 31, 2005.

The top lines of the table show for successive balance sheet dates the gross and net unpaid losses and loss expenses recorded at or prior to each
balance sheet date. It can be seen that at December 31, 2005, a reserve of $3,270 million, net of reinsurance had been established.

The lower part of the table presents the net amounts paid as of periods subsequent to the balance sheet date. Hence in the year ended
December 31, 2006, net payments of $880 million were made from the December 31, 2005 reserve balance. By the end of 2009, cumulative net
payments against the December 31, 2005 net reserves were $1,771 million.

The upper part of the table shows the revised estimate of the net liabilities originally recorded as of the end of subsequent years. With the benefit
of actual loss emergence over the intervening period, the net liabilities incurred as of December 31, 2005, are now estimated to be $2,529
million, rather than the original estimate of $3,270 million. Of the cumulative redundancy of $741 million recognized in the four years since
December 31, 2005, $217 million was identified and recorded in 2006, $115 million in 2007, $188 million in 2008 and $221 million in 2009.

Importantly, the cumulative deficiency or redundancy for different balance sheet dates is not independent and therefore, should not be added
together. In 2009, we have revised our estimate of the December 31, 2003, liabilities from $2,750 million to $2,529 million. This favorable
development of $221 million will also be included in each column to the right of December 31, 2005, to recognize that there was also reserve
redundancy in the reserves established at December 31, 2006, 2007 and 2008.
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Year ended December 31,

2001 2002 2003 2004 2005 2006 2007 2008 2009
Gross reserve for losses and
loss expenses $ 963 $§ 215934 $ 992,846 $ 2,404,560 $ 4,743,338 $ 5,015,113 $ 5,587,311 $ 6,244,783 $ 6,564,133
Reinsurance recoverable - (1,703) (124,899) (564,314) (1,473,241) (1,310,904) (1,297,539) (1,314,551) (1,381,058)
Net losses and loss expenses
reserve 963 214,231 867,947 1,840,246 3,270,097 3,704,209 4,289,772 4,930,232 5,183,075
Net reserves reestimated as
of:
1 Year later $ 165 $ 158,443 $ 686,235 $ 1,457,250 $ 3,053,561 $ 3,367,232 $ 3,913,485 $ 4,507,061
2 Years later 165 141,290 539,110 1,179,851 2,938,734 3,076,025 3,533,313
3 Years later 165 109,711 434,221 1,080,083 2,750,476 2,773,158
4 Years later 196 97,981 386,029 962,910 2,529,259
5 Years later 196 96,864 347,544 889,190
6 Years later 196 96,179 326,729
7 Years later 196 92,517
8 Years later 196

Cumulative redundancy $ 767 $ 121,714 $ 541,218 $ 951,056 $ 740,838 $ 931,051 $ 756459 $ 423,171

Cumulative net paid losses

1 Year later $ 15% 47838 $ 108,547 $ 291,695 $ 880,120 $ 636,266 $ 615717 $ 982,036
2 Years later 125 56,781 169,853 432,963 1,292,738 999,280 1,147,990

3 Years later 165 66,569 202,136 511,325 1,500,652 1,355,821

4 Years later 165 63,835 221,644 574,874 1,771,039

5 Years later 165 72,323 245,978 615,920

6 Years later 165 80,099 254,676

7 Years later 165 81,130

8 Years later 165

Impact of unrealized foreign
exchange movements: $ -$ 91 $ 3240 $ 4,664 $ (13,329) $ 23,581 § 28,588 $§ (133,345 $ 82,018

Gross reserve for losses and
loss expenses re-estimated ~ $ 196 $ 111,420 $ 439,930 $ 1,434,178 $ 3,922,252 $ 3961497 $ 4,669,039 $ 5,771,504
Reinsurance recoverable - (18,903) (113,201) (544,988) (1,392,993) (1,188,339) (1,135,726) (1,264,443)

Net losses and loss expenses
reserve re-estimated 196 92,517 326,729 889,190 2,529,259 2,773,158 3,533,313 4,507,061

Cumulative redundancy on
gross reserve $ 767 $ 104,514 $ 552916 $ 970382 $ 821,086 $ 1,053,616 $ 918272 $ 473,279

The table above also shows the impact of foreign exchange rate movements. Movements in foreign exchange rates between periods result in
variations in our net loss reserves, as the U.S. dollar, our reporting currency, strengthens or weakens against underlying currencies. For example,
for the year ended December 31, 2009, the weakening of the U.S. dollar, primarily against the Euro and Sterling, resulted in an $82 million
increase in our net loss reserves, established prior to, or during, 2009. We generally hold investments in the same currency as our net reserves,
with the intent of matching the impact of foreign exchange movements on our assets and liabilities.

Conditions and trends that affected the development of liabilities in the past may not necessarily occur in the future. Accordingly, it may be
inappropriate to anticipate future redundancies or deficiencies based on historical experience. The key issues and considerations involved in
establishing our estimate of our loss reserves is discussed in more detail within the Critical Accounting Estimates  Reserve for Losses and Loss
Expenses section of Item 7. For additional information regarding the key underlying movements in our loss reserves in the last three years, refer
tothe Group Underwriting Results Loss Ratio section of Item 7.
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CASH AND INVESTMENTS

We seek to balance the investment portfolios objectives of (1) increasing book value with (2) the generation of stable investment income, while
providing sufficient liquidity to meet our claims and other obligations. Liquidity needs arising from potential claims are of primary importance
and are considered in asset class participation and the asset allocation process. Intermediate maturity investment grade fixed income securities
have duration characteristics similar to our expected claim payouts and are therefore central to our investment portfolio s asset allocation. At
December 31, 2009, the duration of our fixed maturities portfolio was 3 years, which approximates the estimated duration of our net insurance
liabilities.

To optimize the growth in our book value, we may invest in other asset classes such as equity securities, high yield securities and alternative
investments (e.g. hedge funds) which provide higher potential total rates of return. Such investments involve varying degrees of risk, including
the potential for more volatile returns and reduced liquidity.

With regard to our investment portfolio, we utilize third party investment managers for security selection and trade execution functions, subject
to our guidelines and objectives for each asset class. This enables us to actively manage our investment portfolio with access to top talents
specializing in various products and markets. We select the managers based on various criteria including investment style, track record,
performance and corporate governance. Additionally, we monitor approved investment asset classes for each subsidiary through analysis of our
operating environment, including expected volatility of cash flows, overall capital position, regulatory and rating agency considerations. The
Finance Committee of our Board of Directors approves our overall group asset allocation targets and investment policy and guidelines to ensure
that they are consistent with our overall goals, strategies and objectives. We also have an Investment Committee, comprising senior
management, which oversees the implementation of our investment strategy.

For additional information regarding the investment portfolio refer to the Management s Discussion and Analysis of Financial Condition and
Results of Operations  Cash and Investments section Item 7 and Note 5 Investments to our Consolidated Financial Statements presented under
Item 8.
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ENTERPRISE RISK MANAGEMENT

OVERVIEW

Enterprise Risk Management ( ERM )

ERM is our group-wide framework for identifying, managing, reporting and responding to risks that could affect the achievement of our
strategic and financial objectives. The objectives of our ERM framework are to:

Protect our capital base by monitoring the most efficient deployment of capital

Monitor risk-taking within the Company against our risk-taking appetite;

Enhance value creation and contribute to an optimal risk-return profile; and

Support our group-wide decision making process by providing reliable and timely risk information.
Risk Landscape

Within our ERM framework, we distinguish between the following sources of risk:

Insurance the inherent uncertainty as to the occurrence, amount and timing of insurance liabilities transferred to us through the
underwriting process.

Credit the risk of incurring financial loss due to diminished creditworthiness of our counterparties.

Investment  risk of potential losses in our investment portfolio as a result of market risks, as well as risk inherent in individual
securities.

Operational risks associated with our people, processes and systems, including external events.

Funding and liquidity the risk that we are unable to meet our short-term financial obligations or raise funds to finance our
commitments at an affordable cost. For further review of our liquidity and capital management refer to the Liquidity and Capital
Resources section of Item 7.

Risk Governance
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The Risk Committee of our Board of Directors ( Board ) oversees, on the basis of proposals from management, the creation of a framework for
the management of risk. The framework, ultimately approved by the Board, includes our risk management methodologies, standards, tolerances,
and risk strategies. Our Risk Committee also assesses whether management is addressing risk issues in a timely and appropriate manner.
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Our Risk Management Committee, comprising our Chief Executive Officer, Chief Financial Officer, Chief Risk Officer and senior management
from both our insurance and reinsurance segments and operations, is responsible for maintaining our risk standards as well as monitoring
aggregations, risk tolerances and emerging risks. The Risk Management Committee acts as an interface between our Risk Committee and
management, who are responsible for managing our business within defined risk tolerances.

Our Risk Management department oversees risk taking activities throughout the group, providing guidance and support for risk management
practices. The Risk Management department is also responsible for assessing the combined impact of all risks and reporting on the group s risk
position by class of risk, segment of business, legal entity and group.

Our risk governance structure is complemented by our Internal Audit department. Internal Audit is an independent, objective assurance function
that assesses the adequacy and effectiveness of our internal control systems. Internal audit also coordinates risk-based audits and compliance
reviews and other specific initiatives to evaluate and address risk within targeted areas of our business.

Our risk management philosophy, framework and practices have provided us with stability during volatile times and we continuously seek to
refine and update our approach. Regular, clear and open communication has helped us to build a consistent risk management culture across our
diverse organization.

Risk Appetite

Our basis for accepting risk is determined by our risk appetite, as approved by our Board. Our risk appetite is a function of our capital,
profitability and stakeholder expectations of the types of risk we hold within our business. The Risk Committee regularly reviews our risk profile
to ensure alignment with our risk appetite.

Our risk appetite primarily reflects our tolerance for risk from our overall underwriting portfolio, including individual events (natural peril or
non natural peril catastrophes), and from our investment portfolio. In addition, we specifically focus on the relationship between combinations of
different risks to assess the potential for reduction in our profitability and capital base. Ensuring that our capital is sufficient to take advantage of
market opportunities even in stressed market conditions is of key importance.

An element of our ERM framework is our economic capital model. Utilizing this modeling framework provides us with a holistic view of the
capital we put at risk in any year by allowing us to understand the relative interaction between all of the risks impacting us. This integrated
approach recognizes that a single risk factor can affect different sub-portfolios and that different risk factors can have different mutual
dependencies. The economic capital model is used to support, inform and improve decision making across the Group. The model is regularly
updated to reflect changes in our business and the external environment.

Recognizing that in extreme scenarios, many risks may interact to cause an impairment of our capital, our Board requires that the enterprise risk
within our business is managed to preserve capital under such stress conditions. Our Board also recognizes that financial strength ratings are a
key element of our competitive positioning and our ability to raise further capital. We actively manage and monitor our available capital against
the capital required to operate at our targeted financial strength rating. We also review our available capital, both at a group and individual legal
entity level, against the evolving capital requirements of the risk-based regulatory regimes to which we are subject.

13
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MANAGING I RANCE RISK
Overview

Since our inception in 2001, we have expanded our international underwriting presence, with offices in Bermuda, the U.S., Europe, Singapore,
Canada and Australia. Our disciplined underwriting approach coupled with an extensive group wide peer review process has enabled us to
manage this growth in a controlled and consistent manner. This, coupled with our focus on maintaining high levels of experience in our
underwriting teams, has ensured that our risk profile aligns closely with our defined risk appetite. We emphasize quality of underwriting rather
than volume of business or market share.

A critical element of our management of insurance risk is our rigorous peer review process which allows us to monitor market conditions and
aggregations risk-by-risk, at the highest levels within the Company. Another key component of our mitigation of insurance risk is the purchase
of reinsurance. The business that we accept is not always fully retained; but instead portions may be reinsured. We have a centralized
Reinsurance Purchasing Group which coordinates our reinsurance purchasing as part of our overall risk management strategy.

Modeling natural peril catastrophes

Natural peril catastrophic risk is our largest aggregate exposure. In managing this risk, we are concerned with both the loss of capital due to a
single event and the loss of capital that would occur from multiple (but perhaps small events) in any year. Natural catastrophes such as
earthquakes, storms and floods represent a challenge for risk management due to their accumulation potential and occurrence volatility.

We use multiple commercial vendor models to price and accumulate risks. These models cover the major peril regions where we face potential
exposure. In our reinsurance segment, we have also developed an internal proprietary application which allows us to track the results from
various models for both pricing and aggregation purposes. Modeling allows us to simulate many hypothetical loss scenarios to supplement our
experienced underwriting judgment. We centrally oversee our modeling for consistency in approach and form a global perspective on our
group-wide accumulations.

We impose limits on natural peril catastrophe risk exposure at the group level. Based on our current tolerance, we are not willing to lose more
than 25% of our prior year-end capital for a modeled single occurrence 1-in-250 year return period probable maximum net loss. We also impose
limits on probable maximum losses in any one zone from a single event. A zone is a geographical area in which insurance risks are considered to
be correlated to a single catastrophe event. Our executive management receives regular reports on our group-wide total natural peril exposures
by peril and territory to ensure active monitoring of our risk positions.

14
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The table below shows our loss exposures to peak natural peril catastrophe territories. We have developed these loss estimates using vendor
models and our own assessments for non vendor modeled exposures. These estimates include assumptions regarding the location, size and
magnitude of an event, the frequency of events, the construction type and damageability of property in a zone, and the cost of rebuilding
property in a zone.

(in millions of U.S. dollars)

50 Year 100 Year 250 Year

Return Return Return
Zone Perils Period Period Period
U.S. Hurricane $ 6929 $ 958.5 $ 12923
California Earthquake 391.4 671.7 968.0
Europe Windstorm 432.9 679.4 945.5
Japan Earthquake 234.5 325.6 595.9
Japan Windstorm 91.1 137.0 150.8

The following table provides our estimate of industry losses for the corresponding scenarios above:

(in billions of U.S. dollars)

50 Year 100 Year 250 Year

Return Return Return
Zone Perils Period Period Period
U.s. Hurricane $ 78.1 $ 121.1 $ 1946
California Earthquake 16.3 27.9 50.0
Europe Windstorm 21.2 30.3 44.0
Japan Earthquake 14.7 20.8 37.8
Japan Windstorm 15.3 20.8 33.8

The return period refers to the frequency with which losses of a given amount or greater are expected to occur. The figures take into account the
fact that an event may trigger claims in a number of lines of business. For instance, our U.S. hurricane modeling includes, among other things,
the estimated pre-tax impact to our financial results arising from our catastrophe, property, engineering, energy, marine and aviation lines of
business. As indicated in the table above, our modeled single occurrence 1-in-100 year return period U.S. hurricane probable maximum loss, net
of reinsurance, is approximately $959 million (or 17% of shareholders equity at December 31, 2009). According to our modeling, there is a one
percent chance that our losses incurred in any single U.S. hurricane event could be in excess of $959 million. Conversely, there is a 99% chance
that the loss from a U.S. hurricane will fall below $959 million. We estimate that, an event that gave rise to such hypothetical loss levels, at this
return period, would cause industry losses of approximately $121 billion, resulting in an estimated market share of insured losses for us of 0.8%.
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Managing risks from man-made catastrophes

Similar to our management of natural peril catastrophe exposures, we also take a similar focused and analytical approach to our management of
man-made catastrophes. Man-made catastrophes, which include such risks as train collisions, airplane crashes, hotel fires or terrorism, are harder
to model in terms of assumptions regarding intensity and frequency. For these risks we couple the vendor models (where available) with our
bespoke modeling and underwriting judgment and expertise. This allows us to take advantage of business opportunities relating to man-made
catastrophe exposures particularly where we can measure and limit the risk sufficiently as well as obtain risk-adequate pricing.

As an example of our approach, our assessment of terrorism risk is based on a mixture of qualitative and quantitative data (e.g. for estimating
property damage, business interruption, mortality and morbidity subsequent to an attack of a predefined magnitude), which we use to control,
limit and manage our aggregate terrorism exposure. We use vendor modeling and bespoke modeling tools to measure accumulations around
potential terrorism accumulation zones on a deterministic and probabilistic basis. We supplement the results of our modeling with underwriting
judgment.

Managing reserving risk

Our prudent reserving process demands data quality and reliability and requires a quantitative and qualitative review of both our overall reserves
and individual large claims. Within a structured control framework, real-time claims information is communicated on a regular basis throughout
our organization, including to senior management, to provide an increased awareness regarding the losses that have taken place throughout the
insurance markets. The detailed and analytical reserving approach that follows is designed to absorb and understand the latest information on our
reported and unreported claims, to recognize the resultant exposure as quickly as possible, no matter how large, and above all else, to make
appropriate and realistic provisions in our financial statements.

Reserving for long-tail lines of business, and in particular liability business, represents the most significant reserving risk for us. When loss
trends prove to be higher than those underlying our reserving assumptions, the risk is greater because of a stacking-up effect: for liability
business, we carry reserves to cover claims arising from several years of underwriting activity and these reserves are likely to be adversely
affected by unfavorable loss trends. We manage and mitigate reserving risk on liability business in a variety of ways. First, we limit the amount
of liability business we write in line with maintaining a well balanced and diversified global portfolio of business. In 2009, net premiums written
on liability business represented less than 20% of our consolidated total. We purchase extensive reinsurance on liability business in our
insurance segment to reduce our net positions.

Additionally, our underwriters and actuaries follow a disciplined underwriting process that utilizes all available data and information, including
industry trends. Our underwriting guidelines within each business stipulate detailed pricing information required from clients, including
historical premium development, historical loss experience, targeted loss ratio and exposure rate information. Our underwriters and pricing
actuaries supplement this with data purchased externally. In our reinsurance segment, we also conduct an extensive program of cedant
underwriting and claims audits which allow us to better inform our underwriting and reserving decisions. We employ contract wording
specialists, who, along with our legal department and underwriters, are involved in contract wording reviews. These reviews help us clarify
contract wording and reflect the understanding of our underwriters. These reviews are particularly important when new clauses or changes in
clauses are proposed. We have established prudent reserving policies for determining carried reserves. These policies are systemic and we
endeavor to apply them consistently over time.

16

Table of Contents 26



Edgar Filing: AXIS CAPITAL HOLDINGS LTD - Form 10-K

Table of Conten

Managing claims handling risk

In accepting risk, we are committing to the payment of claims and therefore these risks must be understood and controlled. We have claims
teams located throughout our main operating locations. Our claim teams include a diverse group of experienced professionals, including claims
adjusters and attorneys. We also use approved external service providers, such as independent adjusters and appraisers, surveyors, accountants,
investigators and specialist attorneys, as appropriate. We maintain claims handling guidelines and claims reporting control and escalation
procedures in all our claims units. To ensure that claims are handled and reported in accordance with these guidelines, all large claims matters
are reviewed during weekly claims meetings. The minutes from each meeting also are circulated to our underwriters, senior management and
others involved in the reserving process. To maintain communication between underwriting and claims teams, claims personnel regularly report
at underwriting meetings and frequently attend client meetings.

When we receive notice of a claim, regardless of size, it is recorded within our underwriting and claims system. To assist with the reporting of
significant claims, we have also developed a large claims information database, or LCID. The database is primarily used to produce flash reports
for significant events and potential insurance or reinsurance losses, regardless of whether we have expo