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Halfway through 2016, Argo is on track.

The company’s performance is improving, and we’re now getting closer to meeting our own high expec-

tations. While much of this comes from persistent focus on our longer-term strategy, our progress is due 

in great part to our employees’ commitment to execution and innovation. We are and intend to remain a 

leading, innovative global specialty underwriter with a reliable and increasingly visible brand. 

In the first six months of 2016, gross written premiums grew to $1.08 billion, up 4.4% over the same period 

last year. Our combined ratio was 94.8% compared to 94.5% for the 2015 first half. I’m happy to note that 

net investment income was $56.9 million, compared to $50.1 million last year, with our alternative invest-

ment income contributing strongly. Finally, our operating earnings per share of $2.16 per share grew 10.8% 

from the prior year. We achieved these results notwithstanding an increase in catastrophe losses primarily 

due to a series of events during the second quarter, including the Canadian wildfires, the largest hailstorm 

in Texas history (which hit my own roof), and a series of smaller events. Finally, our net income was $58.6 

million, compared to last year’s $86.7 million.

All this demonstrates the value of a well balanced and diverse portfolio, which we have worked hard over 

the last several years to establish. We are encouraged by these results, but also recognize we must be 

thoughtful given the increasingly competitive landscape. Our underwriters are exercising discipline and 

letting go of accounts where pricing objectives are not met. This has resulted in slower premium growth, 

but a continuous improvement in the quality and profitability of our portfolio. 

I would like to begin with our U.S. results. As you know, we have spent a considerable amount of time and 

resource building and rebuilding various parts of our U.S. portfolio. While we still have work to do, we 

earned more underwriting income in these first six months ($69.5 million) than at any other time since I 

invested in the company in 1998.

Excess & Surplus 

In our Excess & Surplus Lines business, gross written premiums were $314.3 million, up 2.6%, compared to 

the first half of 2015. Our continued success in Excess & Surplus was due in part to new technologies that 

help us better analyze and select risk, allowing us to drastically reduce cycle time and increase the value 

of the business we process. This resulted in underwriting income of $26.7 million and operating income of 

$46.2 million. The combined ratio of 88.9% compares to 88.0% in the 2015 first half. Catastrophe losses in 

the 2016 first half were $5.6 million, more than twice as much as a year ago. The 2016 first half loss ratio, ex-

cluding catastrophe losses and reserve development, was 58.4% down 1% from the 2015 first half—a terrific 

accomplishment considering the environment we operate in.

Commercial Specialty

In 2016, we saw improvement in most businesses within our Commercial Specialty segment. Growth in the 

first six months of 2016 came from program, surety, and professional lines businesses. For the six months 

ended June 30, 2016, gross written premiums were $295.1 million, up $43.2 million or 17.1% over the same 

period last year. Net written premiums were up 2.4% to $152.9 million, and earned premiums were up 2.4% 
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to $172.3 million. Underwriting income was $24.7 million compared to $10.2 million in the 2015 first half. The 

combined ratio of 85.7% compares to 94.0% in the 2015 first half. The 2016 first half loss ratio, excluding 

catastrophe losses and reserve development, was 54.9% compared to 57.1% in the 2015 first half; again, a 

considerable impact. 

While the U.S. results have outshone our international business, let me say that notwithstanding the 

above-average cat losses, our international businesses are holding their own.

Syndicate 1200

Competition remains fierce in the Lloyd’s market. In what has been the toughest market in the last couple 

of decades, our advantage lies in our relationships, deepened over time by solid underwriting and out-

standing service. In London, we are now recognized by key brokers as a leading underwriting firm. Our rep-

utation has been bolstered by consistent messaging in a wide variety of media, and the Argo brand is well 

known. For the six months ended June 30, 2016, gross written premiums were $317.6 million, up $4.6 million 

from the 2015 first half. Underwriting income was $7.8 million compared to $16.7 million in the 2015 first half. 

The 2016 first half combined ratio of 96.0% compares to 92.0% in the 2015 first half. Catastrophe losses in 

the 2016 first half were $7.0 million or 3.5 points on the combined ratio, compared to $1 million or 0.5 points 

on the combined ratio in the 2015 first half. The 2016 first half loss ratio, excluding catastrophe losses and 

reserve development, was roughly similar at 52.7%.

International Specialty 

For the six months ended June 30, 2016, gross written premiums were $153.2 million, down $9.9 million 

or 6.1% from $163.1 million in the 2015 first half. Underwriting income was $10.3 million compared to $13.3 

million in the 2015 first half. The 2016 first half combined ratio of 86.9% compares to 81.8% in the 2015 

first half. Catastrophe losses in the 2016 first half were $12.0 million or 16.6 points on the combined ratio 

compared to $1.0 million or 1.4 points in the 2015 first half. The 2016 first half loss ratio, excluding catastro-

phe losses and reserve development, was 48.0%, compared to 49.5% in the 2015 first half. In Brazil, despite 

the continuing climate of political and economic disruption, a balanced social response has seen favorable 

reaction in the markets. Our long-term investment in Brazil is working well for us, and the digital platforms 

and products we prototyped there are now mature and replicable elsewhere. We have also discovered an 

exceptionally innovative, entrepreneurial spirit within the team in Brazil yielding several valuable ideas in 

the digital space that we’ve been able to apply to the business globally. In fact, that culture is now carrying 

over to our digital team in New York as well.

Simple, intimate and digital.

In these first six months, we continued to simplify our business processes. Today, we do our work faster 

and with fewer steps than before. We’re making the experience of working with Argo more simple, intimate 

and digital. That efficiency will give us the freedom to relocate some employees to more client-facing roles 

where we can focus our talent on meeting the evolving needs of our customers, whose own business are 

changing rapidly. We have also seen increased business from our top producers while eliminating un-

der-performing or unprofitable relationships.
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The referendum signaling Britain’s likely exit from the European Union on June 23 was a major international 

event with deep implications. That said, we have experienced no significant disruptions in our insurance 

activity, and our investment portfolio is performing well. We believe that regulatory changes affecting our 

business will be introduced over years, not months. It is important to note that we already have an insur-

ance company licensed in continental Europe. As changes become known, we will take any steps needed to 

accommodate a restructured international configuration.

All in all, our company continues to do well relative to its peers, with underwriting revenues ahead of plan 

thanks to the discipline, efficiency and innovative spirit of our exceptional team.

Mark E. Watson III

President and Chief Executive Officer


