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Forward Looking Statements
and Basis of Presentation

This presentation may include “forward looking statements” that contain words and phrases such as “may,” “expects,”
“should,” “believes,” “anticipates,” “estimates,” “intends” or similar expressions to represent Liberty Mutual Group’s beliefs
concerning future operations, strategies, financial results or other developments. Since these forward-looking statements
are based on estimates and assumptions that are subject to significant business, economic and competitive uncertainties,
many of which are beyond Liberty Mutual Group’s control or are subject to change, actual results could be materially
different. Some of the factors that could cause actual results to differ from any “forward looking statements” include, but are
not limited to, the following: adverse developments involving asbestos claims and related litigation, the willingness of parties,
including Liberty Mutual Group, to settle disputes, the interpretation of aggregate policy coverage limits and the impact of
bankruptcies of various asbestos producers and related peripheral businesses; Liberty Mutual Group’s inability to obtain
price increases due to competition or otherwise; the performance of Liberty Mutual Group’s investment portfolios, which
could be adversely impacted by adverse developments in U.S. and global financial markets, interest rates and rates of
inflation; weakening U.S. and global economic conditions; insufficiency of, or changes in, loss reserves; the occurrence of
catastrophic events (including terrorist acts) with a severity or frequency exceeding Liberty Mutual Group’s expectations;
exposure to, and adverse developments involving, environmental claims and related litigation; the impact of claims related
to exposure to potentially harmful products or substances, including, but not limited to, lead paint, silica and other potentially
harmful substances; adverse changes in loss cost trends, including inflationary pressures in medical costs and automobile
and home repair costs; developments relating to coverage and liability for mold claims; the effects of corporate bankruptcies
on surety bond claims; adverse developments in the cost, availability and/or ability to collect reinsurance; the ability of
Liberty Mutual Group’s subsidiaries to pay dividends to the holding companies; adverse outcomes in legal proceedings;
judicial expansion of policy coverage and the impact of new theories of liability; the impact of legislative actions, including
federal and state legislation related to asbestos liability reform; larger than expected assessments for guaranty funds and
assigned risk/involuntary pools; a downgrade in Liberty Mutual Group's insurance subsidiaries’ claims-paying or financial
strength ratings; the loss or significant restrictions on Liberty Mutual Group’s ability to use credit scoring in the pricing and
underwriting of personal lines policies; and amendments and changes to the risk-based capital requirements.
Consequently, such forward-looking statements should be regarded solely as Liberty Mutual Group’s current plans,
estimates and beliefs. Liberty Mutual Group does not intend, and does not undertake, any obligation to update any forward-
looking statements to reflect future events or circumstances after the date hereof. For a more complete discussion of the
risks faced by Liberty Mutual Group, visit our website at www.libertymutual.com.
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Strategic Focus

¢ Strong and conservative balance sheet
® Reserves
® |nvestments
e Reinsurance recoverables
e Financial leverage

¢ Diversified personal and commercial lines P&C business
4 Multi-channel distribution strategy

¢ Improve ratings — maintain financial flexibility
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Liberty Mutual Group
Overview



Liberty Mutual Overview

« 8t largest personal lines writer in the U.S. 1

« 5t Jargest commercial lines writer in the U.S. 1
+ Diversified business mix

« $69.7 B of assets, $8.0 B of equity 2

» Personal auto largest line of business

» Conversion to Mutual Holding Co. in 2002

Strategic Business Units

(2) As of 03/31/04.
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Mutual Holding Company Structure

¢ Converted to mutual holding company structure completed in 2002 to
Increase financial flexibility

¢ Service company structure added in 2003

Liberty Mutual
Holding Company Inc.

LMHC Massachusetts
Holdings Inc.

e O T A ‘ ......................................................................................... :
Service Company Principal Insurance Companies
=~
5 AWy,

‘=% Liber
V}?“ Mutugi@



Shifting Business Mix - Net Written Premiums

% New
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Source: Best's Aggregates & Averages. Based on net written premium.
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Diversified Business Mix

Other
International Liberty .Int'I 14% . |
19% C ial Underwriters erson;
ommaercia BT Automobile
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, 2003 Net Written Premium = $14.5 B ‘
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Leading Market Position

One of only 4 companies with top 10 market position in both Personal

and Com

mercial lines

NWP in billions
(€]

St. Paul Travelerst
Zurich/Farmers
Berkshire Hathaway
CNA Insurance
Chubb Group
Liberty Mutual

The Hartford

State Comp - CA

GE Global

State Farm
Nationwide Group
Fairfax Fnancial (US)
ACE

W. R. Berkley Group

Source: Best's Aggregates & Averages Supplement, 2003 Edition.

1 |$13.3
| |$8.5
|$8.3

$6.6
$6.0
] $5.9

$5.4

$5.4
$4.0

$3.9

$16.2

NWP in billions
State Farm

Allstate

Zurich/Farmers

Nationwide Group | $8.3

Progressive =$8.3
Berkshire Hathaway :|$6.9
usAA Group [T $6.7

Liberty Mutual? $5.3

St. Paul Travelers

American Family $4.1
a\(€] $3.8
The Hartford $3.0
SAFECO $2.8
MetLife $2.8

Erie $2.2

8 (1) st. Paul Travelers based on combined NWP of St. Paul Companies and Travelers.

(2) Liberty Mutual includes the acquisition of Prudential’s U.S. Property and Casualty business in October 2003.

$21.8

$37.7



Strategic Business Units



Personal Market

(% in billions) c o\ 8 - ¢
.. 4 gggglred Prudential’s P&C business in November

e ¢ Sale of Canadian personal lines business in April
2004
2001 2002 2003
¢ Direct sales force of 1,100 & 8" largest writer of personal lines P&C in the U.S. 1.2
agents

" ] _ ¢ 77% of NWP is from personal auto
8,300 affinity relationships

¢ Multi-tiered pricing strategy

*

2,700 Prudential agents

Internet sales

(1) Includes the Acquisition of Prudential’s U.S. Property and Casualty business
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Commercial Markets

Commercial

e Automobile Segment % of NWP Description

Compensation 10%
55%

General Liability Business Market 29% Middle Markets (Direct Sales Force)
8%

National Market 28 Large Company, Service Oriented
Group Disability
6% Wausau Comm. Market 19 Middle Markets (Agency Distributed)
R’;;i‘;?;i‘ie Group Market 8 Group Life and Disability
5%
‘ig;jf Specialty Risks Market 7 Commercial Property & Surety
B Other Markets 9 Involuntary pools, Reinsurance,
2003 NWP =3$4.4 B 100% Service Carrier
¢ Direct sales force & #5 writer of commercial lines in the U.S. 1
¢ Independent agents ¢ Aleading writer of workers compensation
¢ Large broker channel ¢ One of few successful national market providers
=~
11 ) AW, 1
(1) Based on 2003 DWP. -\\_m/‘, Liberty
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Regional Agency Markets (RAM)

Personal Auto

0,
Workers gl

Compensation
29%

Homeowners
7%
Commercial
Commercial Automobile
Multiple-Peril 14%

25%

Other
Other Personal G | Commercial
1% enera 4%
Liability

4%

2003 NWP = $3.3B

¢ 5,200 independent agents ¢ Started operations in 1997
and brokers ¢ Regionally focused with national scale
¢ OneBeacon renewal rights transaction
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https://libertyram.lmig.com/omapps/ContentServer?pagename=erIntranet/Page/MGHome
https://libertyram.lmig.com/omapps/ContentServer?pagename=erIntranet/Page/GEHome
https://libertyram.lmig.com/omapps/ContentServer?pagename=erIntranet/Page/CCHome

International

One of the only U.S. based insurance companies with a global focus

& Sale of personal lines products to individuals in
selected countries

LIU

¢ South American presence with significant Local Reinsurance
. : : : iroes. 26%
operations in Venezuela, Argentina, Colombia and Bﬁiﬁiﬁﬁ; °
Brazil and Small
; ; : ; Commercial
& Operations in Spain and select Asian markets 52%

LIU Third
Party
12%
¢ Global commercial and specialty P&C operations
including Lloyd’s syndicates LIU First
» LIU Other Party
¢ Strong underwriting team globally 2% 8%
¢ Risk management through modest net retentions
¢ Lines of business include: ,
— Property, Casualty, Marine, D&O, E&O, Aviation 2003 NWP =$2.5B
ST
& (1) For the year ended December 31, 2003. '\\géf‘/ leerty
(2) Excludes Canadian health net written premiums for 2003. f}/ Mutual.



Balance Sheet Focus



Conservative Investment Portfolio

Other
Trading | cctments Short-Term BB- to BB+ B-to B+ CCC or Lower
Securities By Investments 3% 2% 1%
1% ° 3%

Equity
Securities
4%

BBB-to BBB+
9%

Fixed Maturities
90%
A- or Higher
85%

Total: $35.5 B Total: $32.3 B

ir Note: Data as of 03/31/04.
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Distribution of Reinsurance
Recoverables

l Gross Rec. l Collateral l Net. Rec. l% of Total

Note: Data as of 03/31/04. Ratings based on Standard & Poor’s.
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Financial Summary

(% in millions) Three Months Ended March 31,
2004 2003 % Change

Net written premium $4,570 $3,806 20.1%
Earned premiums 3,967 3,153 25.8
Net investment income 502 414 21.3
Net realized investment gains 57 (74) N/A
Fees and other revenue 178 137 29.9
Total revenues $4,704 $3,630 29.6%
Total claims, benefits and expenses 4,422 3,611 22.5
Pre-tax income $282 $19 N/A
Fed & foreign income tax expense - 3 N/A
Extraordinary items, net of tax - - -
Discontinued operations, net of tax 2 (2) N/A
Net income (loss) $284 $14 N/A
GAAP combined ratio 103.7% 105.7% (2.0) pts.
GAAP equity 7,993 7,3812 8.3%
Debt to capital ratio- excluding AOCI 25.8%! 22.3%? 3.5 pts.

(1) 2004 1Q debt to capital ratio excludes the repayment of $130M of Prudential notes and $129M of surplus notes in April of 2004
) Year end 2003 GAAP equity and debt to capital ratio
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Improved Financial Performance

($ in millions)

Net Income
1000 - e
goo{
Y Y1 T: S
4004 $284
s00f L
$14
o
G 208 2003Q1 2004Q1
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Recap of Highlights

¢ Strong and conservative balance sheet
® Reserves
® |nvestments
e Reinsurance recoverables
e Financial leverage

¢ Diversified personal and commercial lines P&C business
4 Multi-channel distribution strategy

¢ Improve ratings — maintain financial flexibility
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