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Overview
- We expect Gard P&I (Bermuda)Ltd. (Gard, the club or the mutual) to substantially outperform
our underwriting expectations for the financial year ending Feb. 20, 2022 (FY2022).
- We are therefore revising the outlook to stable from negative.
- The stable outlook indicates that we expect marine insurer Gard to record at least break-even
underwriting results over the next two years and generate earnings of over $50 million.
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On March 24, 2022, S&P Global Ratings revised its outlook on marine insurer Gard P&I (Bermuda)
Ltd. to stable from negative. At the same time, we affirmed our 'A+' insurer financial strength and
issuer credit ratings on Gard P&I (Bermuda) Ltd. and its core subsidiaries.
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The outlook revision indicates that we consider Gard's underwriting performance has returned to a
level commensurate with an 'A+' rated mutual insurer. We expect Gard to substantially exceed our
expectations in underwriting performance and profit before tax for FY2022. A much-improved
underwriting result in the second half of the year has allowed the club to beat our earnings
expectations, even though investment returns have been weaker than average because of market
volatility.
We forecast that Gard will outperform all its peers in the International Group (IG) for FY2022. The
IG comprises 13 mutual, not-for-profit protection and indemnity (P&I) clubs that together
represent more than 90% of global owned tonnage. In our view, Gard's performance demonstrates
its dominant market position and its diversification. Strong results in its nonmutual P&I, hull, and
energy lines will more than offset the difficulty presented by pooled losses from other IG clubs in
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its mutual P&I book.
We believe Gard will significantly outperform our expectations in terms of both combined ratio and
net income. The combined ratio is a measure of underwriting profitability, with above 100%
signifying a technical loss. In October 2021, we forecast a combined ratio of 105%-110% and
negative net income of $20 million. Strong results in the second half now suggest that Gard's
underwriting will at least break even and that combined ratios on an estimated total call basis will
be below 100%. With an improved investment performance, this should allow the club to deliver
net income of over $50 million in FY2023 and FY2023. We had revised our outlook on Gard to
negative in October 2020, based on its underwriting loss in FY2020 and the expected underwriting
loss (which did materialize) in FY2021.
We affirmed our ratings on the club as we recognize Gard has the strongest position in the P&I
market in terms of market share, brand, and product diversification. In our view, the club also has
robust capital levels and we estimate that its excess of capital above our 'AAA' benchmark had
grown by the year end in February 2022.

Outlook
The stable outlook indicates that we expect the club to retain its pre-eminent position in the P&I
and marine sectors over the next two years. It will demonstrate this by outperforming its P&I peers
in terms of underwriting performance. We also expect Gard to maintain its robust capital levels,
with a comfortable excess above our 'AAA' category over the next two years.

Downside scenario
We could lower the rating if Gard were to record combined ratios on an estimated total call basis
that were consistently above 100% over a prolonged period, or if Gard's underwriting lagged the
P&I average result. We could also lower the rating if the group's risk-based capital adequacy fell
consistently below our 'AAA' levels, which could occur if it saw high investment losses or rapid
growth in its underwriting book.

Upside scenario
We do not anticipate raising the ratings during the next two years. Before we could consider
upgrading Gard, it would need to demonstrate considerable diversification away from the marine
sector. We view this as extremely unlikely.
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IICRA--Insurance Industry And Country Risk Assessment.
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; or Stockholm (46) 8-440-5914
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