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THE CORPORATE PROFILE

Markel Corporation is a diverse financial holding company
serving a variety of niche markets. Our principal business markets
and underwrites specialty insurance products.

In each of our businesses, we seek to provide quality products
and excellent customer service so that we can be a market leader.

Our financial goals are to earn consistent underwriting and
operating profits and superior investment returns to build

shareholder value.

THE MARKEL STYLE

Markel has a Commitment to Success. We believe in hard
work and a zealous pursuit of excellence while keeping a sense
of humor. Our creed is honesty and fairness in all our dealings.

The Markel way is to seek to be a market leader in each of
our pursuits. We seek to know our customers’ needs and to
provide our customers with quality products and service.

Our pledge to our shareholders is that we will build the
financial value of our Company. We respect our relationship with
our suppliers and have a commitment to our communities.

We are encouraged to look for a better way to do things...to
challenge management. We have the ability to make decisions or
alter a course quickly. The Markel approach is one of spontaneity
and flexibility. This requires a respect for authority but a disdain
of bureaucracy.

At Markel, we hold the individual’s right to self-determination
in the highest light, providing an atmosphere in which people
can reach their personal potential. Being results-oriented, we are
willing to put aside individual concerns in the spirit of teamwork
to achieve success.

Above all, we enjoy what we are doing. There is excitement
at Markel, one that comes from innovating, creating, striving for

a better way, sharing success with others. .. winning,



Highlights

FINANCIAL HIGHLIGHTS

(dollars in millions, except per share data) 2017 2016 2015
Gross premium volume $ 5,507 § 4,797 $ 4,633
Net written premiums 4,418 4,001 3,819
Earned premiums 4,248 3,866 3,824
U.S. GAAP combined ratio 105% 92% 89%
Total operating revenues 6,062 5,612 5,370
Net income to shareholders 395 456 583
Comprehensive income to shareholders 1,175 667 233
Total investments, cash and cash equivalents and restricted

cash and cash equivalents (invested assets) $ 20,570 $ 19,059 $ 18,181
Total assets 32,805 25,875 24,939
Senior long-term debt and other debt 3,099 2,575 2,239
Shareholders’ equity 9,504 8,461 7,834
Debt to capital 25% 23% 22%
PER SHARE DATA

Common shares outstanding (at year end, in thousands) 13,904 13,955 13,959
Diluted net income $ 25.81 $ 3127 § 41.74
Book value $ 683.55 $ 606.30 $ 561.23
Growth in book value 13% 8% 3%

OPERATING HIGHLIGHTS

e Book value per share increased to $683.55, representing a compound annual growth rate of 13%
and 11% over the one-year and five-year periods, respectively

e Total operating revenues surpassed $6 billion

e Strong investment performance with an increase in net unrealized gains on investments of over

$1 billion

e Combined ratio of 105%, including 13 points of catastrophe losses

e Growth in our insurance operations included the acquisition of SureTec, a surety company
primarily offering contract, commercial and court bonds, and State National, which added
a premier fronting platform and collateral protection coverages to our operations

e Growth in our Markel Ventures operations included the acquisition of Costa Farms, a grower

of house and garden plants

Letter to Business Partners 2
Business Overview 12
Risk Factors 38
Selected Financial Data 46
Management’s Report on Internal

Control over Financial Reporting 48
Reports of Independent Registered

Public Accounting Firm 49, 50

Consolidated Financial Statements
Notes to Consolidated Financial

Statements

Management’s Discussion & Analysis

Critical Accounting Estimates

Safe Harbor and Cautionary Statement

Other Information

Directors and Executive Officers

Index for Form 10-K

51

55
115
117
160
162
164
165



2017

To Our Business Partners

At Markel, we aspire to build one of “The World's

Great Companies.”

Here is our annual report to you for 2017. In it, we
review the year that just ended, as well as our plans
and dreams for the future. We try to write everything
that we would want to know about Markel if our roles

were reversed.

We define a great company as one that serves its
customers, associates, and shareholders, consistently
and dependably over time. As we do so we grow in

every dimension.

We're proud of our record over multiple decades, and
we are incredibly optimistic about our ability to
continue on this path in the future. The design and
components of Markel are unique. Our strategy

remains the same as what we stated in our initial

FINANCIAL HIGHLIGHTS

annual report as a public company in 1986. Namely,
as we said then, “our corporate strategy is one of

diversification and specialization.”

We serve customers anywhere and everywhere around
the globe. We do so by providing them with insurance
and financial backstops to protect them when
unforeseen events create havoc. We help them put
Humpty Dumpty back together when things fall apart.
We also provide customers with an array of necessary
industrial equipment, vital information services,
housing, personal products, and healthcare services
to help them operate their businesses and live life

to its fullest.

We serve our associates by operating a “values” based
company. The Markel Style describes our unchanging
cultural values that we offer to associates of Markel.

We provide a home that rewards and celebrates

(in millions, except per share data) 2017 2016 2015 2014 2013 2012 2011 2010 2009
Total operating revenues $ 6,062 5,612 5,370 5,134 4,323 3,000 2,630 2,225 2,069
Gross written premiums $ 5507 4797 4633 4806 3920 2514 2291 1982 1,906
Combined ratio 105% 92% 89% 95% 97% 97% 102% 97% 95%
Tnvestment portfolio $ 20570 19059 18,181 18,638 17612 9333 8728 8224 7,849
Portfolio per share $1,479.45 136572 1,302.48 1,334.89 125926  969.23  907.20 846.24  799.34
Net income (loss) to shareholders § 395 456 583 321 281 253 142 267 202
Comprehensive income (loss)

to shareholders $ 1,175 667 233 936 459 504 252 431 591
Shareholders’ equity $ 9504 8461 7834 7595 6674 3889 3388 3172 2,774
Book value per share $ 68355  606.30 56123  543.96 477.16  403.85  352.10 326.36 282.55
5-Year CAGR in book

value per share 11% 11% 11% 14% 17% 9% 9% 13% 11%

(1) CAGR— compound annual growth rate



creative, hardworking, talented people motivated

by the idea of service to our customers. We are
explicit about our commitment to integrity and
continuous improvement. Our culture is not for
everyone, but it is attractive to those who seek what
we offer. We've also found that it applies and works

all around the world.

We serve our shareholders by producing financial
results which reflect our skills at serving our
customers and associates. Excellent financial results
create the opportunity to grow, to do more, and offer
more, over time. Without financial progress, our ability

to serve customers and associates disappears.

The 2017 financial statements accompanying this
letter provide you with numbers that reflect this year's
economic progress towards the goal of “building one
of the world's great companies.” As is the case with
any single year, those numbers tell only part of our
story. Over the course of time though, the numbers
become more robust and meaningful. They
continuously reveal more chapters of the book. The

numbers themselves become inseparable threads in a

beautiful tapestry. That tapestry depicts the narrative

of “building one of the world's great companies.”

We're pleased to report to you that we continued to

weave that multi decade tapestry in 2017.

Progress did not take place in a straight line in 2017.
It almost never does. This report will appropriately
discuss the financial impact of the record setting
catastrophes that took place last year. Those financial
losses should not obscure or diminish the progress we
made in the rest of our insurance operations, our
Markel Ventures activities, in our investment portfolio,
and in the development and continuity of our

management team.

At the bottom of the page in this letter we show a
table that depicts 21 years of our key financial
highlights. The constant and annually recurring review
of decades of financial results helps us to remain

focused on the long term.

We've made great progress over decades not just in
narrow financial terms. Our story demonstrates

personal progress and accomplishment for many

20-Year
2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 CAGRY
$ 1977 2,551 2,576 2,200 2,262 2,092 1,770 1,397 1,094 524 426 419 14%
$ 2,213 2,359 2,536 2,401 2,518 2,572 2,218 1,774 1,132 595 437 423 14%
99% 88% 87% 101% 96% 99% 103%  124%  114% 101% 98% 9% —
$ 6,893 7,775 7,524 6,588 6,317 5,350 4314 3591 3,136 1,625 1483 1,410 14%
$702.34  780.84 752.80 672.34 64149 54331 438.79 365.70 42779  290.69 26849  257.51 9%
$ (59 406 393 148 165 123 75 (126) (28) 41 57 50 11%
$ (403) 337 551 64 273 222 73 (77) 82 (40) 68 92 14%
$ 2,181 2,641 2,296 1,705 1,657 1,382 1,159 1,085 752 383 425 357 18%
$222.20 26526 229.78 17404 168.22 14038 117.89 11050 102.63 6859  77.02 65.18 12%
10% 18% 16% 11% 20% 13% 13% 18% 21% 22% 23% 26% —



people. It is a composite story of resilience,
adaptability, creativity, dependability, and
conservatism. And it is a story which carries the
implication of continuity and replicability into the
future. The story of Markel is one of excellent initial
design, and thousands of subsequent actions, ideas,
and iterations, which keep our story moving forward

every single day.

In 1997 at the beginning of this 21 year chart we

reported that we had 830 associates.

As we write this letter, there are over 15,000.

Over the last two decades, 14,000 additional people
have joined the ranks of your company. We've built an
organization in which our people can grow, learn new
skills, take on new challenges, and fully utilize their
abilities. We've also created opportunities for more
and more people to join us in our quest. A virtuous
cycle of serving our customers effectively and
efficiently and producing sound financial results while
doing so creates this dynamic. “Rinse and repeat”, as

it says on the shampoo bottle.

It is a joy to report this record of growth over time and
we appreciate the associates, the customers, and the

providers of capital, who made it possible.

2017 Review

In 2017 we produced total revenues of $6.1 billion vs
$5.6 billion in 2016, up 8%. Our insurance premiums
totaled $4.2 billion vs $3.9 billion, an increase of
10%. Our Markel Ventures operations produced
revenues of $1.3 billion vs $1.2 billion, an increase of

10%. We earned 10% on our publicly traded

investment portfolio with returns of 26% on our

equity holdings and 3% on our fixed income holdings.

We produced an overall underwriting loss of $205
million in 2017 vs underwriting profits of $317
million in 2016 and Markel Ventures EBITDA was
$178 millionin 2017 vs $165 million last year. In
total our comprehensive income was $1.2 billion in
2017 vs $667 million in 2016 and we repurchased
$111 million of our own common stock during the

course of the year.

When we write this letter, we look back at previous
letters to give us a sense of how we've talked in years
past. It is easy to see words and phrases such as
“transformational”, or “watershed events” in previous
annual reports. If we knew then, what we know now,
we might have saved those words for years like 2017.
We hope by the time you finish reading this report
that you'll understand why we are using those words

again.

Here are the headlines from 2017:

1- 2017 broke the financial record for the highest
ever total level of insured catastrophes. Hurricanes
Harvey, Irma, Maria and Nate, along with wildfires
in California, earthquakes in Mexico, cyclones in
Asia, weather and crop damage in Europe, and
other events caused record financial losses

2- We acquired SureTec and State National in our
insurance operations

3- We acquired Costa Farms in our Markel Venture
operations

4- We made these substantial acquisitions on our
base of internal equity capital and each share of
your Markel stock owns a bigger business than it

did a year ago



5- We worked diligently to improve the efficiency and
effectiveness of our existing and new operations
6- We earned record returns in our investment

operations

In total, your company grew by roughly one quarter in
total size and scale during 2017 with major
acquisitions in our insurance and Markel Ventures
businesses. We responded to, and served our
insurance customers effectively as they experienced
record natural catastrophes, and we earned record

investment returns.

2017 stands as a transformational and watershed

year for Markel (yet again).

Taking each one of these items in order, here is a

review of the headlines.

1- CATS, CATS, CATS

We wish that we were talking about internet videos
with this headline but unfortunately that is not the
case. In the insurance business, catastrophic events
get described with the shorthand term of CATs. 2017
set a new high water mark for the record books.
Financially, the insured loss toll exceeded every other

single year in human history.

Total industry losses from hurricanes Harvey, Irma and
Maria along with the wildfires in California,
earthquakes in Mexico, cyclones in Asia, and European
weather events, currently are expected to exceed
$135 billion. As such, it is not surprising that our
losses from these events also set a new record. We
paid out claims of $159 million in response to the

catastrophic losses suffered by our customers, with

total expected losses of $565 million. Across all our

lines of insurance coverages we paid out $2.2 billion
in 2017 to help our customers recover from difficult

events.

The good news is that these payments demonstrate
that our customers can count on us in their time of
need. This is why people buy insurance in the first
place. It also speaks to why we manage Markel in a
conservative and prudent way. We do so in order to
have the ability to respond quickly, and appropriately,
to help our customers get back on their feet. We keep

our promises.

In each and every period of heavy catastrophes,
we've learned something about how to improve our
operations. We've learned how to better select and
accept risks, and how to price those risks more
appropriately. It is important to note that despite the
large dollar amount of our losses in 2017, those
amounts were in line with our estimates of what we

expected in the event of major catastrophes.

As we continue to offer insurance to our customers
to protect them in the event of catastrophic events,
we continue to iterate and adjust our prices and
exposures. If events become more common and more
costly, we adjust our prices accordingly, to maintain
the financial resources needed to pay claims when

they occur.

We also provide coverage and protect our clients more
efficiently and cost effectively than they could on
their own. We do so by maintaining a spread of
geographically dispersed exposures. Events in one
area tend not to affect other geographic areas. By

collecting and managing a pool of insurance risks



and premiums from all around the world, we can
effectively offer protection and insurance to individual
policyholders at an efficient cost to our policyholders.
The geographic spread, in and of itself, creates an
efficiency that allows us to offer protection to our

clients at a lower cost.

Great companies do things "for their customers”
rather than "to their customers" and our ability to
efficiently operate a diverse pool of catastrophic risk
creates the ability to serve our customers better and

more efficiently than they could do themselves.

2- SureTec and State National Acquisitions

During the course of 2017 we acquired SureTec and
State National. These two additions represent new
and substantial venues to continue our longstanding
strategy of specialization and diversification. SureTec
brings specialized knowledge of the surety market, a
unigue and critical insurance function, which we
previously had not been able to offer to our clients in
a meaningful way. State National also brings new
skills and specialized insurance services with their
historical knowledge of certain insurance
management and program services, as well as

collateral protection products.

Both companies are experts and leaders in their
respective fields. By joining Markel, both companies
will be able to increase the amount of business they
write, add specialized knowledge to better serve our
clients, and help us continue on our path of
diversification. The diversification adds margins of
safety to our financial strength and performance,

which stands behind our promises to our clients.

Both companies contacted Markel when they
considered their own futures. Our longstanding
reputation and performance in helping companies
flourish and grow, and our culture of integrity and
continuous improvement, created the opportunity for

us to engage in discussions with both firms.

In the case of SureTec, the founder John Knox,
contacted us directly, as he believed that Markel
would offer the best option for SureTec and its
associates to grow and continue to build the value of

the firm.

John and his team did a wonderful job of launching
SureTec in 1998 and growing a successful surety
operation. SureTec's largest markets are in their home
state of Texas, along with California. While they do
business in many other states as well, as part of
Markel, they will immediately be able to expand the
distribution and awareness of their surety products to

Markel's existing nationwide client base.

We already do business with many of the agents,
contractors, and current and potential customers of
SureTec, and our ability to help them grow through
access to our distribution channels and customer base
creates a win-win situation for SureTec and Markel.
John and his SureTec team win by knowing that their
firm will be part of the permanent capital structure of
Markel. They can grow and provide long term
potential for their current and future associates with

the larger and long term base of Markel capital.

We at Markel win by adding surety to our array of
insurance products and services. Surety requires

specialized expertise and we can serve our customers



more fulsomely by adding the surety skills that are

now part of Markel.

State National also stands as a strategically valuable
and important addition to Markel. The Ledbetter
family built State National over two generations. They
provided two primary lines of business. In one line,
State National served as a “fronting” company for
other property and casualty insurance companies. In
the other line, they offered collateral protection
insurance that works to protect credit unions and their

customers.

In the fronting business, State National often works
with insurers experiencing some vulnerability, or risks,
to their ratings and marketplace acceptance. State
National would stand in the shoes of their insurance
company clients, and provide services and assurance
to regulators and rating agencies, that the client
insurance companies could, and would, maintain

appropriate levels of service and financial stability.

In developing the skills to provide these important
services, State National also developed the skills to
assist the growing “Fintech” and venture capital
funded entrants in the insurance industry. These new
participants often have unique marketing skills, risk
pricing abilities, and product packaging and design
approaches. At the same time, they often do not have
the array of licenses required to offer insurance
products or financial strength ratings to provide

comfort to potential buyers.

State National can work with those firms to solve their
challenges of regulatory and financial rating agency
requirements. By partnering, State National and the

newer entrants into the insurance business can

combine to offer new and unique insurance products
that are fully and appropriately regulated, and

reviewed by government and rating agency personnel.

As part of the larger Markel organization, State
National can continue to expand the size and scale of
their offerings and we can learn about the ways in
which technology continues to change the
fundamental nature of insurance pricing, marketing,
and distribution. This acquisition adds additional sets
of specialized skills to Markel and further diversifies

the set of products we can offer our customers.

3- Costa Farms

Costa Farms is the largest grower of houseplants in
the world. You can find their plants on the shelves of
the leading home improvement and general
merchandise retailers as well as online. The company
is in its third generation of Costa family leadership and

generation four is in the building.

The Costa family demonstrates everything that can be
wonderful about a family business. In their words they
talk about the foundation of “customers, culture, and
growth.” With that focus, starting from scratch, three
generations built a wonderful business. They work
each day to make themselves indispensable to their
customers, and they keep a long term focus. All of
these activities stem from, and go hand in hand with,
building a business that you expect to continue into
future generations. Short cuts, and short term time
horizons, have no place when this mentality pervades

your business.



Just as is the case at Markel, this mindset goes beyond
people with the same last name or blood lines. Family
becomes a matter of choice as associates join a firm

and choose to live with the same long term values.

To be an associate of Markel is to be a member of the
“Markel Family” in a figurative sense. We all share
the same basic values and commitment to long term
success. We were pleased that the Costa family saw
this culture at Markel and sought us out as partners
to help them to continue to build their business in

the future.

Costa stands as the largest acquisition to date for
Markel Ventures. They have the specialized
knowledge and skills to grow more than 100 million
plants per year in varied locations, and get those
living, breathing products onto store shelves, or
delivered to your home and office, all around the
country. They are the leading firm in their industry,
and we expect that they will continue to grow
organically (please pardon the pun) and inorganically.
We provide capital, and a time horizon, that matches

the generational views of the Costa family.

The Costa acquisition represents a new level of size
and scope for Markel Ventures. We are excited to
continue to add specialized knowledge and skills to
Markel and to provide additional margin of safety to

our customers, associates, and shareholders.

4- Acquisition Financing

I'm pleased to report to you that we paid for the
acquisitions of SureTec, Costa, and State National
with cash. We issued no dilutive equity to fund these
purchases. These deals increase the size and revenue

footprint of Markel by about a quarter. This is a

substantial increase in our size and scale, and we were
able to pay for these purchases without additional

equity financing.

At the same time as we funded these acquisitions, we
began making record levels of claims payments to our
policyholders from the CAT losses and normal
insurance operations. We believe this combination of
activities and events stands as strong evidence of our
financial strength, investment excellence, and
conservative financial practices. We were in a financial
position to pay record claim losses and execute three
substantial acquisitions all in the space of the same
year. Additionally, our financial position enables us to
fully seek and accept property insurance risks in the
post CAT environment of higher pricing and

prospectively better financial returns.

We work every day to build and protect our financial
strength. Those daily activities over many years paid
off in 2017 as demonstrated by our ability to take

advantage of these opportunities to grow.

Separately, we raised $300 million of 30 year fixed
rate financing at 4.30% in the fourth quarter. We
believe that the ability to lock in such a long term,
fixed rate debt makes prudent financial sense and is
consistent with the conservative way in which we

manage our financial affairs.

5- Operational Developments

Amidst the headlines about the new things that
happened at Markel this year it can be easy to forget
about the thousands of operational details and
improvements that took place in all of our global

operations.



In each and every aspect of our insurance and

industrial businesses we worked diligently to improve
the efficiency by which we serve our clients. We have
and continue to focus on using all of the tools in the
toolbox labeled “technology”, to build and maintain

our competitive position in the world.

In 2017 our expense ratio stood at 37% compared to
39% in the prior year. This progress shows results
from our ongoing efforts to increase our internal
efficiency and offer our customers the best possible

value for their insurance needs.

Our overall combined ratio of 105% reflects the
record amount of CAT losses. CATs in total added
13 points to our combined ratio and the change in
UK government mandated discount rate applied to
our run-off UK auto business added two points to
the total.

We remain fully committed to the discipline of
underwriting profits. Our long term record of
consistency with this goal stands as evidence that we
mean it and we fully expect to produce underwriting
profits in 2018.

Throughout the organization we continued to increase
the tools created by technological developments. We
changed the way we offered renewals to existing
policyholders, we streamlined internal accounting

and financial processes, we adapted our claims
process to reflect more granular understanding of
policyholder losses, we increased the efficiency and
effectiveness of our marketing efforts, and so on and

so on and so on.

There are no activities within the Markel organization
that are not being actively worked on to be made
better. As it says in the Markel Style we look for “a
better way to do things.” The most important aspect
of that statement is the mindset of continuous
improvement that infuses the people of Markel. The
tools and technology we use to make that journey
change over time but the path is one we've been on
for decades. We commit to remaining on that path to

improvement in every facet of your company.

There are no businesses on planet earth that do not
face the same challenge. Any degree of complacency
or satisfaction with current processes or ways of doing
business has no place in today’s world. There are no
elements of any aspect of Markel, in any business, in
any country, that are not constantly being refined,
reviewed, analyzed, changed and adapted to remain

relevant in 2018 and beyond.

6- Investment Results

We earned excellent returns in 2017. We earned 26%
on our publicly traded equity portfolio and 3% on our
fixed income holdings. The total portfolio earned
10%. In dollar terms, we earned more than $1 billion
of unrealized gains, realized gains and dividends from
our public equity holdings and this represents a new

record.

The double barreled win is that we also achieved this
performance at a cost lower than passive index funds.
We manage the vast majority of our investments
internally. The total cost of our in house management

stands at a single number of basis points.



We believe that we manage our investment
operations with a triple play advantage of, ultra-low
costs, tax efficiency, and rigorous and continuous
intellectual engagement and management of our
portfolio holdings. Two of those three aspects are
currently popular in the investment world. Specifically,
indexing and passive investing are relatively low cost
and tax efficient. With our internal management, we
keep our costs lower than passive indexers, we
operate with tax efficiency, AND, we obsess about
what we own and why we own it. We do so in order to

attempt to adapt and change as the world changes.

Our multi-decade record of outperformance in our
investment results speaks to the effectiveness of

our approach.

As we've written every year since 1999 we maintain a
four step approach to selecting and managing our

equity investments.

1- We look for profitable businesses with excellent

long term returns on capital and modest leverage

2- We look for management teams with equal

measures of talent and integrity

3- We look for companies that can reinvest their
earnings at high rates of return and/or demonstrate
skill in acquisitions or other capital management

activities

4- We look for these investments at reasonable prices

which should produce acceptable returns over time

That approach and formula has not changed since our
initial public offering in 1986 and despite the swirling
pace of change in so many aspects of life, we believe
the philosophy remains completely relevant and
durable. We continue to find productive ways to invest
our capital. In the short run, anything can and will
happen and results will be volatile. In the long run,
we've earned spectacular returns with this
time-tested approach and we're confident in our

ability to continue to do so.

In our fixed income operations we maintain the
highest possible credit quality holdings we can find.
We match the duration and currencies of our holdings
to our expectations of our insurance liabilities. This
has been our longstanding and consistent practice and
it has served us well. We also believe the approach is

low cost and durable in the future.

In total, our net unrealized gains from this
longstanding approach stood at $3.7 billion at year
end. With the change in the tax law that occurred
during the fourth quarter of 2017, we reduced the
deferred taxes associated with these gains and
increased shareholders equity by $402 million due
to the reduction in the U.S. corporate tax rate from
35% to 21%.

Next

The spectacular news about Markel is that there is

always a chapter that starts with the headline NEXT.

From the very beginning of our firm, with Sam
Markel's creative solution to a customer need, the
entire history of this company has been figuring out

what to do next.



We've done so by following the precepts of the Markel

Style. As the Style says, we've worked hard. We've
pursued excellence, we've kept our sense of humor,
and we've adhered to a creed of honesty and fairness
in all our dealings. We've done so on a daily basis for

years and we will do it the next day as well.

We tested our design and fundamental strategy of
specialization and diversification in 2017. While a
record amount of catastrophic losses took place
worldwide, our insurance operations were able to
absorb those losses. At the same time, our investment
and industrial operations produced excellent financial
results, and we maintained overall comprehensive
profitability for the company. We look forward to the
next results from our varied operations as we expect

them to reveal the same story of long term progress.

Respectfully submitted,

Clors I il

Alan |. Kirshner, Executive Chairman

Q7 Motf

Anthony F. Markel, Vice Chairman

Sl d

Steven A. Markel, Vice Chairman

We followed our process of using our financial
resources to support organic growth in our
existing businesses, acquiring new companies,
adding to our investment portfolio of publicly
traded securities and repurchasing our own
stock. We will follow those same four steps

next year and the year after that.

2017 indeed stands as a transformational
year in our longstanding goal to build one

of “The World's Great Companies.” There have
been transformational and watershed years
in our past and we aspire to more in the years

to come.

Next.

Gl $ Lo

Thomas S. Gayner, Co-Chief Executive Officer

oy

Richard R. Whitt, lll, Co-Chief Executive Officer



Markel Corporation & Subsidiaries

BUSINESS OVERVIEW

We are a diverse financial holding company serving a variety of niche markets. Our principal business markets and underwrites
specialty insurance products. We believe that our specialty product focus and niche market strategy enable us to develop
expertise and specialized market knowledge. We seek to differentiate ourselves from competitors by our expertise, service,
continuity and other value-based considerations. We also own interests in various businesses that operate outside of the
specialty insurance marketplace. Our financial goals are to earn consistent underwriting and operating profits and superior
investment returns to build shareholder value.

Our business is comprised of the following types of operations:

e Underwriting - our underwriting operations are comprised of our risk-bearing insurance operations, which include the run-off
of underwriting operations that were discontinued in conjunction with acquisitions

e Investing - our investing activities are primarily related to our underwriting operations

e Program Services - our program services business serves as a fronting platform that provides other insurance companies
access to the U.S. property and casualty insurance market

e Markel CATCo - our Markel CATCo operations include an investment fund manager that offers insurance-linked securities
to investors

e Markel Ventures - our Markel Ventures operations include our controlling interests in a diverse portfolio of businesses that
operate outside of the specialty insurance marketplace

Underwriting

Specialty Insurance and Reinsurance

The specialty insurance market differs significantly from the standard market. In the standard market, insurance rates and
forms are highly regulated, products and coverages are largely uniform with relatively predictable exposures and companies tend
to compete for customers on the basis of price. In contrast, the specialty market provides coverage for hard-to-place risks that
generally do not fit the underwriting criteria of standard carriers.

Competition in the specialty insurance market tends to focus less on price than in the standard insurance market and more on
other value-based considerations, such as availability, service and expertise. While specialty market exposures may have higher
perceived insurance risks than their standard market counterparts, we seek to manage these risks to achieve higher financial
returns. To reach our financial and operational goals, we must have extensive knowledge and expertise in our chosen markets.
Many of our accounts are considered on an individual basis where customized forms and tailored solutions are employed.

By focusing on the distinctive risk characteristics of our insureds, we have been able to identify a variety of niche markets
where we can add value with our specialty product offerings. Examples of niche insurance markets that we have targeted
include wind and earthquake-exposed commercial properties, liability coverage for highly specialized professionals,
equine-related risks, workers’ compensation insurance for small businesses, classic cars and marine, energy and
environmental-related activities. Our market strategy in each of these areas of specialization is tailored to the unique nature of
the loss exposure, coverage and services required by insureds. In each of our niche markets, we assign teams of experienced
underwriters and claims specialists who provide a full range of insurance services.

We also participate in the reinsurance market in certain classes of reinsurance product offerings. In the reinsurance market, our
clients are other insurance companies, or cedents. We typically write our reinsurance products in the form of treaty reinsurance
contracts, which are contractual arrangements that provide for automatic reinsuring of a type or category of risk underwritten
by cedents. Generally, we participate on reinsurance treaties with a number of other reinsurers, each with an allocated portion
of the treaty, with the terms and conditions of the treaty being substantially the same for each participating reinsurer. With
treaty reinsurance contracts, we do not separately evaluate each of the individual risks assumed under the contracts and are
largely dependent on the individual underwriting decisions made by the cedent. Accordingly, we review and analyze the
cedent’s risk management and underwriting practices in deciding whether to provide treaty reinsurance and in pricing of treaty
reinsurance contracts.



Our reinsurance products are written on both a quota share and excess of loss basis. Quota share contracts require us to share
the losses and expenses in an agreed proportion with the cedent. Excess of loss contracts require us to indemnify the cedent
against all or a specified portion of losses and expenses in excess of a specified dollar or percentage amount. In both types of
contracts, we may provide a ceding commission to the cedent.

We distinguish ourselves in the reinsurance market by the expertise of our underwriting teams, our access to global reinsurance
markets, our ability to offer large lines and our ability to customize reinsurance solutions to fit our client’s needs. Our specialty
reinsurance product offerings include coverage for general casualty, professional liability, property, workers’ compensation and
credit and surety risks.

Markets

In the United States, we write business in the excess and surplus lines (E&S) and specialty admitted insurance and reinsurance
markets. In 2016, the E&S market represented $42 billion, or 7%, of the $613 billion United States property and casualty
industry.! In 2016, we were the sixth largest E&S writer in the United States as measured by direct premium writings.

Our E&S insurance operations are conducted through Evanston Insurance Company (Evanston), domiciled in Illinois. The
majority of our specialty admitted insurance operations are conducted through Markel Insurance Company (MIC), domiciled
in Tlinois; Markel American Insurance Company (MAIC), domiciled in Virginia; FirstComp Insurance Company (FCIC),
domiciled in Nebraska and Essentia Insurance Company (Essentia), domiciled in Missouri. Beginning in 2017, our specialty
admitted operations also include Suretec Insurance Company (SIC), Suretec Indemnity Company (SINC), State National
Insurance Company, Inc. (SNIC| and National Specialty Insurance Company (NSIC), all of which are domiciled in Texas.
Our United States reinsurance operations are conducted through Markel Global Reinsurance Company (Markel Global Re),
a Delaware-domiciled reinsurance company.

In Europe, we participate in the London insurance market primarily through Markel Capital Limited (Markel Capital) and
Markel International Insurance Company Limited (MIICL). Markel Capital is the corporate capital provider for Markel
Syndicate 3000, through which our Lloyd’s of London (Lloyd’s) operations are conducted. Markel Syndicate 3000 is managed by
Markel Syndicate Management Limited (MSM). Markel Capital and MIICL are headquartered in London, England and have
offices across the United Kingdom, Europe, Canada, Latin America, Asia Pacific and the Middle East through which we are able
to offer insurance and reinsurance. The London insurance market produced approximately $62 billion of gross written premium
in 2016.2 In 2016, the United Kingdom non-life insurance market was the second largest in Europe and fifth largest in the
world.B In 2016, gross premium written through Lloyd’s syndicates generated roughly 65% of the London market’s
international insurance business,? making Lloyd’s the world’s largest commercial surplus lines insurer? and sixth largest
reinsurer.l Corporate capital providers often provide a majority of a syndicate’s capacity and also generally own or control the
syndicate’s managing agent. This structure permits the capital provider to exert greater influence on, and demand greater
accountability for, underwriting results. In 2016, corporate capital providers accounted for approximately 90% of total
underwriting capacity in Lloyd’s.”

In Latin America, we provide reinsurance through MIICL, using our representative office in Bogota, Colombia, and our service
company in Buenos Aires, Argentina; through Markel Resseguradora do Brasil S.A. (Markel Brazil Re), our reinsurance company
in Rio de Janeiro, Brazil; and through Markel Syndicate 3000, using Lloyd’s admitted status in Rio de Janeiro. Additionally,
MIICL and Markel Syndicate 3000 are able to offer reinsurance in a number of Latin American countries through offices outside
of Latin America. Beginning in 2017, we provide insurance through Markel Seguradora do Brasil S.A. (Markel Brazil), our
insurance company in Rio de Janeiro, Brazil.

(1) U.S. Surplus Lines Segment Review Special Report, A.M. Best (September 1, 2017).

(2) London Company Market Statistics Report, International Underwriting Association (October 2017).
(3) Swiss Re Sigma (March 2017).

(4) Global Reinsurance Segment Review Special Report, A.M. Best (September 5, 2017).

(5) Lloyd’s Annual Report 2016.
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In Bermuda, we write business in the worldwide insurance and reinsurance markets. The Bermuda property and casualty
insurance and reinsurance market produced $64 billion of gross written premium in 2015.% We conduct our Bermuda operations
through Markel Bermuda Limited (Markel Bermuda), which is registered as a Class 4 insurer and Class C long-term insurer
under the insurance laws of Bermuda.

Our reinsurance operations, which include our operations based in the United States, the United Kingdom, Latin America
and Bermuda, as described above, made us the 37th largest reinsurer in 2016, as measured by worldwide gross reinsurance
premium writings.!

In 2017, 21% of gross premium writings from our underwriting segments related to foreign risks (i.e., coverage for risks or
cedents located outside of the United States), of which 34% were from the United Kingdom and 12% were from Canada.

In 2016, 23% of our premium writings related to foreign risks, of which 32% were from the United Kingdom and 11% were
from Canada. In 2015, 24% of our premium writings related to foreign risks, of which 37% were from the United Kingdom
and 10% were from Canada. In each of these years, there was no other individual foreign country from which premium
writings were material. Premium writings are attributed to individual countries based upon location of risk or cedent.

Most of our business is placed through insurance and reinsurance brokers. Some of our insurance business is also placed
through managing general agents. We seek to develop and capitalize on relationships with insurance and reinsurance brokers,
insurance and reinsurance companies, large global corporations and financial intermediaries to develop and underwrite
business. A significant volume of premium for the property and casualty insurance and reinsurance industry is produced
through a small number of large insurance and reinsurance brokers. During the years ended December 31, 2017, 2016 and
2015, the top three independent brokers accounted for 27%, 28 % and 27 %, respectively, of gross premiums written in our
underwriting segments.

Competition

We compete with numerous domestic and international insurance companies and reinsurers, Lloyd’s syndicates, risk retention
groups, insurance buying groups, risk securitization programs, alternative capital sources and alternative self-insurance
mechanisms. We also compete with new companies that continue to be formed to enter the insurance and reinsurance
markets, particularly companies with new or “disruptive” technologies or business models. Competition may take the form of
lower prices, broader coverages, greater product flexibility, higher coverage limits, higher quality services or higher ratings by
independent rating agencies. In all of our markets, we compete by developing specialty products to satisfy well-defined market
needs and by maintaining relationships with agents, brokers and insureds who rely on our expertise. This expertise is our
principal means of competing, We offer a diverse portfolio of products, each with its own distinct competitive environment,
which enables us to be responsive to changes in market conditions for individual product lines. With each of our products,

we seek to compete with innovative ideas, appropriate pricing, expense control and quality service to policyholders, agents
and brokers.

Few barriers exist to prevent insurers and reinsurers from entering our markets of the property and casualty industry. Market
conditions and capital capacity influence the degree of competition at any point in time. Periods of intense competition, which
typically include broader coverage terms, lower prices and excess underwriting capacity, are referred to as a “soft market.” A
favorable insurance market is commonly referred to as a “hard market” and is characterized by stricter coverage terms, higher
prices and lower underwriting capacity. During soft markets, unfavorable conditions exist due in part to what many perceive as
excessive amounts of capital in the industry. In an attempt to use their capital, many insurance companies seek to write
additional premiums without appropriate regard for ultimate profitability, and standard insurance companies are more willing
to write specialty coverages. The opposite is typically true during hard markets. Historically, the performance of the property
and casualty reinsurance and insurance industries has tended to fluctuate in cyclical periods of price competition and excess

(1) Global Reinsurance Segment Review Special Report, A.M. Best (September 5, 2017).
(2) Bermuda Monetary Authority 2016 Annual Report.



underwriting capacity, followed by periods of high premium rates and shortages of underwriting capacity. This cyclical market
pattern can be more pronounced in the specialty insurance and reinsurance markets in which we compete than the standard
insurance market.

We experienced soft insurance market conditions, including price deterioration in virtually all of our product lines, starting in
the mid-2000s. Beginning in 2012, prices stabilized and we generally saw low to mid-single digit favorable rate changes in many
of our product lines in the following years as market conditions improved and revenues, gross receipts and payrolls of our
insureds were favorably impacted by improving economic conditions. However, beginning in 2013 and continuing through the
end of 2017, we experienced softening prices across most of our property product lines, as well as on our marine and energy
lines. Our large account business has also been subject to more pricing pressure and competition remains strong in the
reinsurance market. Following the high level of natural catastrophes that occurred in the third and fourth quarters of 2017,
beginning in first quarter of 2018, we saw more favorable rates, particularly on our catastrophe exposed product lines. We are
also seeing more stabilized pricing on our other product lines and continue to see pricing margins in most reinsurance lines of
business. Despite stabilization of prices on certain product lines during the last several years, we still consider the overall
property and casualty insurance market to be soft. We routinely review the pricing of our major product lines and will continue
to pursue price increases in 2018, when possible. However, when we believe the prevailing market price will not support our
underwriting profit targets, the business is not written. As a result of our underwriting discipline, gross premium volume may
vary when we alter our product offerings to maintain or improve underwriting profitability.

Underwriting Philosophy

By focusing on market niches where we have underwriting expertise, we seek to earn consistent underwriting profits, which are
a key component of our strategy. The property and casualty insurance industry commonly defines underwriting profit or loss as
earned premiums net of losses and loss adjustment expenses and underwriting, acquisition and insurance expenses. We believe
that the ability to achieve consistent underwriting profits demonstrates knowledge and expertise, commitment to superior
customer service and the ability to manage insurance risk. We use underwriting profit or loss as a basis for evaluating our
underwriting performance. To facilitate this strategy, we have a product line leadership group that has primary responsibility for
both developing and maintaining underwriting and pricing guidelines on our existing products and new product development.
The product line leadership group is under the direction of our Chief Underwriting Officer.

The combined ratio is a measure of underwriting performance and represents the relationship of incurred losses, loss
adjustment expenses and underwriting, acquisition and insurance expenses to earned premiums. A combined ratio less than
100% indicates an underwriting profit, while a combined ratio greater than 100% reflects an underwriting loss. In 2017, our
combined ratio was 105%. See Management’s Discussion & Analysis of Financial Condition and Results of Operations for
further discussion of our underwriting results.

The following graph compares our combined ratio to the property and casualty industry’s combined ratio for the past five years.

COMBINED RATIOS

Markel Corporation
M Industry Average*

110%
100%
105%
89% L2
80%

2013 2014 2015 2016 2017

* Source: A.M. Best Company. Industry Average is estimated for 2017.
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Underwriting Segments

Through December 31, 2017, we monitored and reported our ongoing underwriting operations in the following three
segments: U.S. Insurance, International Insurance and Reinsurance. In determining how to aggregate and monitor our
underwriting results, management considered many factors, including the geographic location and regulatory environment
of the insurance entity underwriting the risk, the nature of the insurance product sold, the type of account written and the
type of customer served.

The U.S. Insurance segment includes all direct business and facultative placements written by our insurance subsidiaries
domiciled in the United States. The International Insurance segment includes all direct business and facultative placements
written by our insurance subsidiaries domiciled outside of the United States, including our syndicate at Lloyd’s. The
Reinsurance segment includes all treaty reinsurance written across the Company. Results for lines of business discontinued
prior to, or in conjunction with, acquisitions are reported in the Other Insurance (Discontinued Lines) segment. The lines

were discontinued because we believed some aspect of the product, such as risk profile or competitive environment, would not
allow us to earn consistent underwriting profits. Results attributable to the run-off of life and annuity reinsurance business are
included in our Other Insurance (Discontinued Lines) segment.

With the continued growth and diversification of our business, beginning in 2018, we no longer consider the geographic location
of the insurance entity underwriting the risk when monitoring our underwriting operations and will monitor and report our
ongoing underwriting operations on a global basis in the following two segments: Insurance and Reinsurance. The Insurance
segment will include all direct business and facultative placements written across the Company, which currently are reported
in our U.S. Insurance and International Insurance segments. The Reinsurance segment will remain unchanged.

See note 20 of the notes to consolidated financial statements for additional segment reporting disclosures.

MARKEL CORPORATION
2017 Gross PREMIUM VOLUME ($5.3 BILLION)

U.S. Insurance

24% International
Insurance

Reinsurance
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U.S. Insurance Seqment

Our U.S. Insurance segment includes both hard-to-place risks written outside of the standard market on an excess and surplus
lines basis and unique and hard-to-place risks that must be written on an admitted basis due to marketing and regulatory
reasons. Business in this segment is written primarily through our Wholesale, Specialty and Global Insurance divisions. As a
result of the acquisition of State National Companies, Inc. (State National), effective November 17, 2017, we created the State
National division. The State National division’s collateral protection underwriting business is included in the U.S. Insurance
segment and the remainder is included in our program services business. Effective January 1, 2018, our Wholesale and Global
Insurance divisions were combined to form the Markel Assurance division.

Specialty

Wholesale 46%

Global
Insurance

% 1% - State National

Wholesale Division

The Wholesale division writes commercial risks, primarily on an excess and surplus lines basis. The E&S market focuses on
hard-to-place risks and loss exposures that generally cannot be written in the standard market. United States insurance
regulations generally require an E&S account to be declined by admitted carriers before an E&S company may write the
business. E&S eligibility allows our insurance subsidiaries to underwrite unique loss exposures with more flexible policy forms
and unregulated premium rates. This typically results in coverages that are more restrictive and more expensive than coverages
in the standard market.

Our E&S business is written through two distribution channels: professional surplus lines general agents who have limited
quoting and binding authority and wholesale brokers. Our E&S business produced by this segment is written on a surplus lines
basis through Evanston, which is authorized to write business in all 50 states and the District of Columbia, Guam, Puerto Rico
and the U.S. Virgin Islands.

Specialty Division

The Specialty division writes program insurance and other specialty coverages for well-defined niche markets, primarily on an
admitted basis. Our business written in the admitted market focuses on risks that, although unique and hard-to-place in the
standard market, must remain with an admitted insurance company for marketing and regulatory reasons. Hard-to-place risks
written in the admitted market cover insureds engaged in similar, but highly specialized, activities that require a total insurance
program not otherwise available from standard insurers or insurance products that are overlooked by large admitted carriers.
The admitted market is subject to more state regulation than the E&S market, particularly with regard to rate and form filing
requirements, restrictions on the ability to exit lines of business, premium tax payments and membership in various state
associations, such as state guaranty funds and assigned risk plans.

The majority of our business written in the Specialty division is written by retail insurance agents who have very limited or no
underwriting authority although we also utilize managing general agents, who have broader underwriting authority, for certain
of our product lines. Agents are carefully selected and agency business is controlled through regular audits and pre-approvals.
Certain products and programs are marketed directly to consumers or distributed through wholesale producers. Personal lines
coverages included in this segment are marketed directly to the consumer using direct mail, internet and telephone promotions,
as well as relationships with various motorcycle and boat manufacturers, dealers and associations.
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The majority of the business produced by this division is written either through MIC, MAIC, FCIC, Essentia, SIC, and SINC.
MIC, MAIC and Essentia are licensed to write property and casualty insurance in all 50 states and the District of Columbia.
MAIC is also licensed to write property and casualty insurance in Puerto Rico. Essentia specializes in coverage for classic cars
and boats. FCIC is currently licensed in 28 states and specializes in workers’ compensation coverage. SIC and SINC specialize in
surety coverages. SIC is currently licensed in all 50 states and the District of Columbia. SINC is currently licensed in California
and Texas.

Global Insurance Division

The Global Insurance division writes risks outside of the standard market on both an admitted and non-admitted basis. The
portion of Global Insurance division business written by our U.S. insurance subsidiaries is included in this segment, and the
remainder is included in the International Insurance segment. U.S. business produced by this division is primarily written on
Evanston and MAIC.

State National Division

The State National division writes collateral protection insurance (CPI), which insures personal automobiles and other vehicles
held as collateral for loans made by credit unions, banks and specialty finance companies through its lender services product
line on both an admitted and non-admitted basis. This business is primarily written on SNIC and NSIC, which are licensed to
write property and casualty insurance in all 50 states and the District of Columbia.

Our U.S. Insurance segment reported gross premium volume of $2.9 billion, earned premiums of $2.4 billion and an
underwriting profit of $119.9 million in 2017.

U.S. INSURANCE SEGMENT
2017 Gross PREMIUM VOLUME ($2.9 BILLION)
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Product offerings within the U.S. Insurance segment fall within the following major product groupings:

e General Liability

e Professional Liability

¢ Property

e Personal Lines

e Specialty Programs

o Workers’ Compensation
e Other Product Lines



General Liability product offerings include a variety of primary and excess liability coverages targeting apartments and office
buildings, retail stores and contractors, as well as business in the life sciences, energy, medical, recreational and hospitality
industries. Specific products include the following:

o excess and umbrella products, which provide coverage over approved underlying insurance carriers on either an occurrence
or claims-made basis;

¢ products liability products, which provide coverage on either an occurrence or claims-made basis to manufacturers,
distributors, importers and re-packagers of manufactured products;

e environmental products, which provide coverage on either an occurrence or claims-made basis and include environmental
consultants’ professional liability, contractors’ pollution liability and site-specific environmental impairment liability
coverages; and

e casualty facultative reinsurance written for individual casualty risks focusing on general liability, products liability,
automobile liability and certain classes of miscellaneous professional liability and targeting classes which include low
frequency, high severity general liability risks.

Professional liability coverages include unique solutions for highly specialized professions, including architects and engineers,
lawyers, agents and brokers, service technicians and computer consultants. We offer claims-made medical malpractice coverage
for doctors and dentists; claims-made professional liability coverage to individual healthcare providers such as therapists,
pharmacists, physician assistants and nurse anesthetists; and coverages for medical facilities and other allied healthcare risks
such as clinics, laboratories, medical spas, home health agencies, small hospitals, pharmacies and senior living facilities. Other
professional liability coverages include errors and omissions, union liability, executive liability for financial institutions and
Fortune 1000 companies and management liability. Our management liability coverages, which can be bundled with other
coverages or written on a standalone basis, include employment practices liability, directors’ and officers’ liability and fiduciary
liability coverages. Additionally, we offer cyber liability products, which provide coverage primarily for data breach and privacy
liability, data breach loss to insureds and electronic media coverage.

Property coverages consist principally of fire, allied lines (including windstorm, hail and water damage) and other specialized
property coverages, including catastrophe-exposed property risks such as earthquake and wind on both a primary and excess
basis. Catastrophe-exposed property risks are typically larger and are lower frequency and higher severity in nature than more
standard property risks. Our property risks range from small, single-location accounts to large, multi-state, multi-location
accounts. Other types of property products include:

¢ inland marine products, which provide a number of specialty coverages for risks such as motor truck cargo coverage for
damage to third party cargo while in transit, warehouseman’s legal liability coverage for damage to third pa