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PART 17 FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME (Unaudited)
(in millions, except per shag@mount}

Three Months Ended Nine Months Ended
September30, September30,
2017 2016 2017 2016

Revenues
Premiums.......ccovceeeeiiiieeeeeieieeee e, $ 6,523 $ 6,209 $ 19,057 $ 18,257
Net investment inCOme...........ccccceeeeeeennne. 588 582 1,796 1,675
Fee inCome......ccooeevvviiiieiiieeee e, 113 116 342 352
Net realized investment gaifs................. 61 23 146 33
Other revenues...........cccceeeeevveviiieeeeeeeeenn, 40 31 110 115

Total revenuEes..........cccvveveevieviiieeieene, 7,325 6,961 21,451 20,432
Claims and expenses
Claims and claim adjustment expenses.. 4,806 3,856 13,125 11,330
Amortization of deferred acquisition cost: 1,059 1,012 3,094 2,972
General and administrative expenses..... 1,045 1,057 3,086 3,106
INterest eXpense.........coevvvvvevvevnnineennnnnns 95 89 276 273

Total claims and expenses................ 7,06 6,014 19,581 17,681

Income before income taxes............... 320 947 1,870 2,751
INnCoMe tax eXPENSE.........coceecevvrrrrrrrieennnn, 27 231 365 680

Net iNCoOMe...........ooovviieieeee e, $ 293 $ 716 $ 1,505 $ 2,071
Net incomeper share

BaASIC...cvvviiiieeiie et $ 1.06 $ 2.48 $ 5.39 $ 7.09

[ 1[0 $ 1.05 $ 2.45 $ 5.3 $ 7.00
Weighted average number of common

shares outstanding

BaASIC...cvvviviiieiieeeeeeeeeeeeeee e 2741 286.0 277.1 290.0

Diluted.....eeiiiieieeiiieeee e 276.6 289.8 279.6 293.6
Cash dividends declared per

commoON Shar€........ccoeeeevvvvveeeeeeeeeene, $ 0.72 $ 0.67 $ 211 $ 1.95

(1) Total otherthantemporary impairment (OTTlpsseswere 5) million and $(4) million for the three months ende&keptembeB0,
2017 and 208, respectively, and (1) million and $(36) million for the nine months endedSeptember30, 2077 and 208,
respectively. Of total OTTI, credit losses oEBMmillion and $¢) million for the three months end&kptembeB0, 20T and 208,
respectively, and $@) million and $@6) million for the nine months endedSeptember30, 2077 and 208, respectively, were
recognized in net realized investment gailsaddition, unrealized gair(fosses)¥rom other changes in total OTTI 00$nillion for
each ofthe threemonths ende&eptembeB0, 20X and 208, and $ million and %10) million for theninemonths ende®eptember
30, 20T and 208, respectivelywere recognized in other comprehensive incdlogs)as part of changdn net unrealized gains on
investment securities having credit losses recognized in the consolidated statanmerhef

The accompanyingotesare an integral part of trensolidated financial statements.



THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (Unaudited)

NEet INCOME......ccoveiiiiieeiieeeeeeeeee e,

Other comprehensive incomeloss)
Changsin net unrealized gains on
investment securities:

Having ro credit losses recognized
the consolidated statement of
INCOME....ooeiiiiiiieieeeeceee e

Having credit losses recognized in
consolidated statement of incom

Net changes in benefit plan assets and
obligations...........cccceevviiiiiiiiie

Net changes in unrealized foreign
currency translation................ccccoe...,

Other comprehensive incoméloss)
before income taxes....................
Income tax expendpenefit)............c.eee.

Other comprehersiveincome (loss)
net of taxes.......cccovvvvvviiiiiiiiiiieeens

Comprehensive income....................

The accompanyingotesare an integral part of tr@nsolidated financial statements.

(in millions)

Three Months Ended

Nine Months Ended

September30, September30,

2017 2016 2017 2016

293 $ 716 $ 1,505 $ 2,071
(42 (455 429 1,138
2 6 4 23
9 16 25 50
113 (31 202 37
64 (464 660 1,248
5 (159 190 431
59 (305 470 817

352 $ 411 $ 1,975 $ 2,888




THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
(in millions)

September30, December 31,
2017 2016
Assets (Unaudited)
Fixed maturities, available for sakgt fair value(amortized cost&0,727and $9,650)......... $ 62,157 $ 60,515
Equity securitiesavailable for saleat fair value (cost®09and $04)..........ccovvveeeiiiereriinnns 601 732
Real StatVESIMENTS .. ... e e e e e e e e eeaeaeaaes 923 928
SNOIELEIM SECUITIES.....evvviiiiiieeie i e e e e e eeeee e e e e e e et e sr bbb e et e e eeeaeeeeesesbenneseeeessrares 5,859 4,865
OthEr INVESIMENES. ...cvvviiiii ittt ettt e e e e e e e e e e e eeessbbenneeseesarbsbananns 3,652 3,448
TOtal INVESIMENTS......oiiiiiiicice e e e e e e e e e e eeeeaees 73,092 70,488
102 1Y o TSP PP PP PPUPPPPPPPP 379 307
INVESTMENT INCOME GCCIURM. ... ..ttt ieee sttt e e eeeete bbb e e e e e e e e e eaeeeeeeemeens 568 630
Premiums rE€CEIVADIE..........ooi e e e eee e e e e e 7,267 6,722
REINSUranCe reCOVEIADIES. .........coii i eee e e e e e e e e nmran s 8,345 8,287
Ceded Unearned PremiUMS. .. ...ooiii ittt eee et eeeaibbbbb bbb e e eeeeeeeeeesaerenes 688 589
Deferred aCqUISITION COSES........ciiiiiiiiiiiiis e e e e e e e e e e e e e e eneeeeeeas 2,077 1,923
(DY (T g E=To = D (T PP 243 465
Contracthtder reCEIVADIES ..........cvie e e eemeees 4,757 4,609
(0 To o 1.1/ U 3,946 3,580
Other NANGIDIE ASSELS......ciiiiiiiiiii et 345 268
(@] 1 oY =TT = £ 2,604 2,377
o] e U= 11T =1 T PSR $ 104,311 $ 100,245
Liabilities
Claims and claim adjustment eXPENSE rESEIMES ........cuuieiiiiriireeriieeeearitreee e e e e eeeeeeas $ 49,750 $ 47,949
Unearned Premilm FESEIVES. ....oii.uueuruerieeeeeireasaaensenetesereeeeeereesaaaassssssssseeeerereeeeeeeesaaanses 13,247 12,329
Contractholder PAYADIES. .......coiuiii e 4,757 4,609
Payables for reinSurance PremilmS. ... ..o o et smee e e e e e e 423 273
=T o) PRSPPI 6,921 6,437
Other NADIHTIES......cve e e e e eeeeee e et e e e e e raa s 5,475 5,427
Total IaDIltIES ...oei e 80,573 77,024
Sharehol ders6é equity
Common stock (150.0shares authorize@73.8and279.6shares
issued273.7and 279.6 sharemutsStanding)...........oooooiuieieiiiiieren e 22,836 22,614
LR ] = 1T = To == T T o L 33,110 32,196
Accumulated otheCoOMPrENENSIFIOSS ... .ccoiiiiiiiiie et (285 (759
Treasury stock, at cos#98.3and489.5 SNAreP. ..........ovevveiiiiiiiiiecere e, (31,923 (30,839
Total shar ehal.der.s.O..e.qui.t Y .. 23,738 23,221
Tot al l'iabilities .and..s.har.ehol.der $ 104,311 $100,245

The accompanyingotesare an integral part of treonsolidated financial statements.



THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

CONSOLI DATED STATEMENT OF CHANGES | N (B&dtBEE HOLDERS®

(in millions)

For the nine months endedSeptember30, 2017 2016
Common stock
Balance, beginning of year............ccoo oo $ 22614 $ 22,172
Employee sharbased compensation.............occocuvvevienen s eeessciiiieeenn, 118 123
Compensatioramortizationunder sharéased planand othechanges.... 104 124
Balance, end gBeriod............cooooiiiiiiiiiiieee e 22,836 22,419
Retained earnings
Balance, beginning of year. ..., 32,196 29,945
L= g Tolo ] 41T 1,505 2,071
DIVIAENAS. ...t (591 (57)
ONET .. o} 2
Balance, end gberiod............cooovriiiiiiiiii e 33,110 31,443
Accumulated othercomprehensive incoméloss) net d tax
Balance, beginning of year..........occvviiiiiiee e, (7595 (157)
Other comprehensive INCOME...........uviiiiiiiiiieeee e 470 817
Balance, end gieriod.............oueiriiiiiiicirre e (289 660
Treasury stock(at cos)
Balance, beginning of Year..........cooovoiiiii i (30,839 (28,362
Treasury ®ockacquired share epurchasauthorization......................... (1,028 (1,650
Net shares acquired related to employee shased compensation plan (61 (71
Balance, end gBeriod............oooiiiiiiiiiieee e (31,923 (30,083
Tot al shar eh.l.der.s.b...eqgui.ty... $ 23738 $ 24,439
Common sharesoutstanding
Balance, beginning of Year...........coooiiiiiiicce e 279.6 295.9
Treasury ®ckacquired share repurchasauthorization......................... 8.3 (24.7
Net sharesssuedunder employee shatmsed compensation plans....... 2.4 2.9
Balance, end gBeriod..........coooeiiiiiiiiiiiceee e 273.7 284.1

The accompanyingotesare an integral part of thnsolidated financial statements.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (Unaudited)
(in millions)

For the nine months endedSeptember30, 2017 2016
Cash flows from operating activities
N INCOMIB. ..ttt eeree s e e e e e e e e e e e e e e se b e emnnren) $ 1,505 $ 2,071
Adjustments to reconcile net incorteenet cash provided by operating
activities:
Net realizednvestmengainS..........ccoeviiiiiiiiee e (149 33
Depreciation and amortizatiQn.............eeeeeviiviirnnieeeeeesriiieeee e 611 624
Deferred federal income tax eXPense..........ccccovvvvvevieeeeeeeeeninnn. 88 29
Amortization of deferred acquisition COSES...........ccccovvviiriiieaceennns 3,094 2,972
Equity in income from other investments..............occcvveveiiecceeeeee (300) (119
Premiums receivable...........ccccooiiiiiiee e (517 (340
Reinsurance recoverables............ocoovoiiiiieec e, (29 248
Deferred acquiSition COSLS..........ceiiiiiiiiiiiiieaee et (3,237 (3,099
Claims and claim adjustment expense reServes.......cccccceeeeeeeeunne. 1,561 (139
Unearned premilm FESEIVES. .....ccuiiiiiaeeee ettt ies 852 725
(@] 0= PP UP PP PPTRPRY (268) 116
Net cash provided by operating activities............cccccceviriiiieenn, 3,24 3,063
Cash flowsfrom investing activities
Proceeds from maturities of fixed maturities..............ccccoveivieeereeeinieenens 6,581 6,648
Proceeds from sales of investments:
FiXed MatUIitieS. ......eeviiiiiiiieee e, 860 865
EQUILY SECUNMTIES ....eiiiiiiiiiiieeee e, 340 71
Real estat@VestMEeNts... ...t 23 69
Other INVESIMENTS.......uuiiiiiiiiiiiiie e e e e e e e e eee e 603 569
Purchases of investments:
Fixed Maturities.........cooiiiiiie e (8,403 (9,009
EQUILY SECUIMLIES .....eiiiiiiiiiiiiee ettt e (193 (36)
Real eStat@VeStMENTS...........cocciiiiiiiie e e e (40 (30
Other INVESTMENTS.......cooiiiiiiiiie e (392 (422
Net purchasesf Shortterm SECUILIES. ........uuviiiiiiiiiiiiii e (990 (135
Securities trarections in course of settlement...............ccccvivieeciiiininnnen, 122 511
Acquisition, net of cash aCqUIred............cvveeeeiiiieemniiieeee e (439 0
OB (187 (240
Net cashused ininvesting activities...........cccccoovvveeiiiiicen e, (2,115 (1,139
Cash flows from financing activities
Treasury ®ckacquredi share repurchasithorization.................cceeee.. (1,029 (1,650
Treasury ®ckacquiredi net employee shaffeased compensatian.......... (61 (71
Dividends paid to shareholders............ccccoooiiiiiieeni e (589 (569
Payment Of debL..........ooiiiiiiii e (207 (400
ISSUANCE OF AEDL....eiiiiiiiii e 689 491
Issuance of common stodkemployee share options...........c.cocvvveeeenae. 148 164
Net cashused in financing activities..........cccccoccvvvveeeeiiceeesiciinenn, (1,048 (2,039
Effect of exchange rate changes on cash...........ccccooviinniiiineen, 11 (5)
Netincreaseecreaspin Cash..........ccooovvviiiicccieen e 72 (111
Cash at beginnig Of YEA...........ccuiiiiii e 307 380
Cash at end of PErOd............cccviiiriiiiiii e $ 379 $ 269
Supplemental disclosure of cash flow information
INCOME tAXES PAIL....eeiiiiiiiiiiiei e ceee e e e e eararee s $ 467 $ 648
INEEIESt PAI.......evveeieei i s s e $ 217 $ 223

The accompanyingotesare an integral part of trensolichted financial statements.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
1. BASIS OF PRESENTATION AND ACCOUNTING POLICIES
Basis of Presentation

The interim consolidated financial statementslude the accounts of The Travelers Companies, Inc. (together with its
subsidiaries, the Company). These financial statements are prepared in conformity with U.S. generally accepted accounting
principles (GAAP) and are unaudited. In the opinion of the €Cam y 6 s maail adjustmeats necessary for a fair
presentation have been reflected. Certain financial information that is normally included in annual financial statements
prepared in accordance with GAAP, but that is not required for interim negqatirposes, has been omittedill material
intercompany transactions and balances have been eliminBbedaccompanying interim consolidated financial statements

and related notes should be read i n c ostajements and celatedwidtésh t h
included i n Anruad Refaostrap Bomylls f or t he year ended December 31
Annual Reporta s updat ed b Curtert Repdlt ofopra8K filédon June 20, 2017. The ForrK8wasfiled

to reclassify certain ot h e C o nipstoncgl egment information to conform the presentation of such segment

i nformation to the manner i n whi c hbegirmiagAmiloln?Pld (@agydésribddins i ne s
more detail belowandreflect the revised names and descriptions of certain businesses comprising these segments and other
related changes

The preparation of the interim consolidated financial statements in conformity with GAAP requires management to make
estimates and assiptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the interim consolidated financial statements and the reported amounts of revenues and claims and
expenses during the reing period. Actual results could differ from those estimates.

On August 4, 2017, the Company completed its previously announced acquisititirisstied and outstanding shares of
Simply Business HoldingsTD (Simply Business), a leading provider &rhall business insurance policies in the United
Kingdom, fora purchase price of approximat&#64 million, which included the repayment of debt and other obligatidéns
Simply Business.In addition, the Company issu&®,953 shares of restrictedmmonstockvalued atapproximately$12

million to certain employeesf Simply Businessvho were equity holders of Simply Businesiubject to the satisfaction of
certain conditions, 50% of the restricted stock will vest two years from the issuance d#te emaindemwill vest three

years from the issuance dafEhe Company used a portion of the net proceeds from the issuance of senior notes in May 2017
(described in more detail in note 8) and internal resources to fund this transaction.

Adoption of Accounting Standards

Investment$ Equity Method and Joint Ventures: Simplifying the Transition to the Equity Method of Accounting

In March 2016, the iRancial Accounting Standards BoardA&B) issued updated guidance that eliminates the requirement

to retroactively apply the equity method of accounting when an investment that was previously accounted for using another
method of accounting becomes qualified to agpby equity method due to an increase in the level of ownership interest or
degree of inflence. If the investment was previously accounted for as an avaifabigale security, any related unrealized

gain or loss in accumulated other comprehensive income at the date the investment becomes qualified for the equity method
is recognized througkarnings. The updated guidanceas effective for reporting periods begimg after December 15,

2016, and waspplied prospectivelyThe adoption of this guidanecBdn ot have a materi al effect
of operations, financial positiorr dquidity.

Derivatives and Hedging: Contingent Put and Call Options in Debt Instruments

In March 2016, the FASB issued updated guidance clarifying that when a call (put) option in a debt ins@nraeoelerate

the repayment of principal on theldeénstrumenta reporting entity does not need to assess whether the contingent event that
triggers the ability to exercise the call (put) option is related to interest rates or credit risk in determining whehtérthe

should be accounted for sepatgt The updated guidanceaseffectivefor reporting period$eginningafter December 15,

2016. The adoption of this guidanckdn ot have a materi al effect on the Compai
or liquidity.



THE TRAVELERS COMPANIES , INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) , Continued
1. BASIS OF PRESENTATION AND ACCOUNTING POLICIES , Continued

Compensationi Retirement Benefits: Improving the Presentation of Net Periodic Pension Cost and NadicPer
Postretirement Benefit Cost

In March 2017, th&ASB issued updated guidance to improve the presentation of net periodic pension cost and net periodic
post retirement cost (net benefit costs). Net benefit costs comprise several components thdiffefet aspects of an

empl oyerds financi al arrangements as we¢he lupdatesrequirdsahatdhe s t 0
employer service cost component be reported in the sangaiether employee compensation cost and thabtther
components (nosenice costs) be presented separafetyn the service cost and outside of a subtotal of income from
operations if one is presented. The update also allows only the service cost component to be eligible for capitalization in
assetsvhen applicable.

The updated guidance is effective for reporting periods beginning after December 15, 2017. The update is to be applied
retrospectively with respect to the presentation of service cost andemdne cost and prospectively with respect to
applying the service cost only eligible for capitalization in assets guidance. Early adoption is permitted as of tieeifirst in
period of an annual period if an entity issues interim financial statements.

The Company adopted the updated guidancetfteJanuary 1, 2017. See notevthich has been expanded to disclose the
amountof service cost and neservice cost components of net periodic benefit cost and the line items in the consolidated
statement of incomé which such amounts are reported.elbhpdated guidance with respect to only service costs being
eligible for capitalization in assets was not applicable.

For informationregardingaccounting standards that the Company adopted during the years presesited, Adogtion of
Accounting Stendard® section ofnote 1of notesto the consolidated financial statements in@e mp a ny 6Asnua2 0 1 6
Reportas updat ed b Current Repo@ offaymaBK filedl sn June 20, 2017

Compensatiofi Stock Compensation: Scope of Modification Accognt

In May 2017, the=ASB issued updated guidance related to a change to the terms or conditions (modification) of a share
based payment award’he updated guidance provides that an entity should account for the effects of a modification unless
the fairvalue and vesting conditions of the modified awandlthe classification of the modified award (equity or liability
instrumentlarethe same sthe original award immediately before the modification.

The updated guidance is effective the quarter eding March 31, 2018.The update is to be applied prospectively to an
award modified on or after the adoption date. Early adoption is permitted in any interim periods for which financial
statements have not yet been made available for issuance.

TheCompny adopted the updated guidance effective April 1,
results of operations, financial position or liquidity.

Accounting Standards Not Yet Adopted

For informationregardingaccounting standards thidne Company has not yet adoptedet h e  AAGdounting Standards
Not Yet Adopted section ofnote 1of notesto the consolidated financial statements in@he mp a n y @snual Refof
as updat ed b CurrertRepo@t offapmMaBK fjiedl enJune 20, 2017

Nature of Operations

Effective April 1, 2017and as reported i nQ forithe quaremmded Jurles30, Fotlp en COmMp any 6
results are reported in the following three business segrdisiness Insurance, Bond & Spetydhsurance and Personal

I nsurance, reflecting a change i nwetetb@ngmeaged asrof thatdatey Asiwellh t h
as the aggregation of products and services based on the type of customer, how the business is mahetedrarat in

which risks are underwrittedVh i | e t he segmentation of wasuen chaampaendy 6 st hdeo Nt
international businesses, which were previously managed and reported in total within the Business and International
Insurance segmentyere disaggregated by product type among the three newly aligepmattablebusiness segmentall

prior periods presented have been reclassified to conform to this presentitiaronnection with these changes, the
Company revised the nas and descriptions of certain businesses compr ng t he Companyds segme
other related changes.

9



THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

1. BASIS OF PRESENTATION AND ACCOUNTING POLICIES

Thereportable business segments are as follows:
Business Insurance
Business Insurance offers a broad array of property and casualty insurance and insurance related servisesnelrigs ¢
primarily in the United Statess well as irCanada, the United Kingdom, the Republic of Ireland, Brazil and throughout
other parts of the world as a corporate member of Lloyd
Business Insurance comprised of Select Accountsliddle Market National AccountsNational Property and Other,
and International. Business Insuranedso includes Simply Businessas well asBusiness Insurance Other, which
comprisest he Speci al Liability Group (which manages the Col
assumed reinsurance and certaimer runoff operations.
Bond & Specialty Insurance
Bond & Specialty Insurance provides surdigielity, managemeritability, professional liability and other property and
casualty coverages and related risk management servides dastomersin the United Statesind certain specialty
insurance products in Canada, the United Kingdom, the Republic of Ireland and Brazil, utilizing various degrees of
financially-based underwriting approaches.
Personal Insurance
Personal Insurance writesabroadrge of property and casualty i pémarlyance

in the United States, as well & Canada. The primary products of automobile and homeowners insurance are
complemented by a broad suite of related coverages.

1C



THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) , Continued
2. SEGMENT INFORMATION

The following tables u mmar i ze t he ¢ o mp omenesscomeand totaleassélsy rapodably Husiness
segments

(for the three months Total
endedSeptember30, Business Bond & Specialty Personal Reportable
in millions) Insurance Insurance Insurance Segments
2017
Premiums.....ccccccooevvveeeiciinene $ 3,57 $ 5901 $ 2,356 $ 6,523
Net investment income.......... 437 57 94 588
Feeincome..........cccoeevvvneennn. 108 0 5 113
Other revenues..................... 19 5 14 38
Totalsegmentevenues?.... $ 4,140 $ 653 $ 2,469 $ 7,202
Segmentncome® ............... $ 105 $ 136 $ 77 $ 318
2016
Premiums..........cccevvvveeeeeeeeenee $ 3,497 $ 573 $ 2,139 $ 6,209
Net investment income.......... 431 59 92 582
Feeincome..........cccoeevvvneennn. 111 0 5 116
Other revenues............cc........ 7 5 16 28
Totalsegmentevenues?..... $ 4,046 $ 637 $ 2,252 $ 6,935
Segmentncome® ................ $ 433 $ 165 $ 163 $ 761

(1) Segmentevenues for reportable business segments exclude net realized investment gainsS&gsesiincome for reportable
business segments equals net income excluding thetaftampact of net rdzed investment gains (losses).

(for the nine months Total
endedSeptember30, Business Bond & Specialty Personal Reportable
in millions) Insurance Insurance Insurance Segments
2017
Premiums.......ccccoeeeveeveennns $ 10,909 $ 1,721 $ 6,827 $ 19,0
Net investment income......... 1,337 174 285 1,796
Fee income.........cccecvvennnnnn 329 0 13 342
Other revenues..................... 43 16 45 14
Total segmentevenueél).... $ 12,218 $ 1,911 $ 7,170 $ 21299
Segmentncome®................. $ 976 $ 444 $ 178 $ 1,598
2016
Premiums.......ccceeeeeeeeeeieeenne $ 10,350 $ 1,684 $ 6,223 $ 18,257
Net investment income......... 1,234 177 264 1,675
Feeincome........ccccoevvveennnn. 340 0 12 352
Other revenues..................... 45 14 47 106
Totalsegmentevenue$?.... $ 11,969 $ 1,875 $ 6,546 $ 20,390
Segmentncome™ .............. $ 1,281 $ 540 $ 410 $ 2,231

(1) Segmentevenues for reportable business segments exclude net realized investment gainsS&gsesjincomefor reportable
businessegments equals net income excluding the-gdteimpact of net realized investment gains (losses).
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) , Continued
2.  SEGMENT INFORMATION, Continued

Business Segment Reconciliations

Three Months Ended Nine Months Ended
(in millions) September 30, September30,
2017 2016 2017 2016
Revenue reconciliation
Earned premiums
Business Insurance:
Domestic:
Wor ker s 6 tioo.o.mp.e.ns.a.. $ 998 $ 1,003 $ 2,973 $ 2,971
Commercial automobile........................ 544 503 1,571 1,497
Commercial pPopPerty.........ccocvveeeiiverenne 448 441 1,326 1,320
General liability..........ccooviiiiiniiiieeeene 523 504 1,512 1,471
Commercial multperil...........ccccoeoeeens 806 788 2,377 2,356
(©]1 01 7 9 21 23
Total DOMESLIC.......ccvvvvvvrreriiiiviriieennns, 3,326 3,248 9,780 9,638
INternational............evvvvvvveeeeeenimmmreeeeeennnnns 250 249 729 712
Total Business Insurance.................. 3,576 3,497 10,509 10,350
Bond & Specialty hsurance:
Domestic:
Fidelity and surety...........ccccoeveeiircicnnn, 249 245 728 714
General liability..........cccooeevviiiiiiieene 243 239 717 708
(0101 48 45 139 133
Total Domestic 540 529 1,584 1,555
International.............cooevviiiieiiieeee e, 51 44 137 129
Total Bond & Specialty hsurance....... 591 573 1,721 1,684
Personal Insurance:
Domestic:
AULOMODIIE...eeeeeieieeeee e, 1,192 1,026 3,431 2,936
Homeowners an®ther........................... 999 962 2,931 2,844
Total DOMESLIC.......cevvvvverveereriirvrieennes, 2,191 1,988 6,362 5,780
International..........ccooeeeviiiiiiiiiieeeee e, 165 151 465 443
Total Personal Insurance................... 2,356 2,139 6,827 6,223
Total earned premiums............cccvveee, 6,523 6,209 19,057 18,257
Net investment income 588 582 1,796 1,675
FEEe iNCOME.......eeeviiiiiiee e, 113 116 342 352
Other reVENUES.........ocevvveieeiieeeee e, 38 28 104 106
Total segmentevenues...................... 7,262 6,935 21,299 20,390
Other reVENUES.........ocevvveieeiieeeee e, 2 3 6 9
Net realized investment gains...........cccoc...e. 61 23 146 33
Total reVeNUES.......ceeeeeeeeeeeeeeeeeeeeeees $ 7,325 $ 6,961 $ 21,451 $ 20,432
Income reonciliation, net of tax
Total segmentncome..........ccccvevveeeeeiiiceennenne $ 318 $ 761 $ 1,598 $ 2,231
Interest Expense and OtH&k.......................... (65) (60) (189 (183
COreiNCOME.......ccevviieeeeeeeiiiieeceeeee s 253 701 1,410 2,048
Net realized investment gains...........ccccc...... 40 15 95 23
Net iNCOME.........ccvveeeeeieiiieeceeee e, $ 293 $ 716 $ 1,505 $ 2,071

(1) The primary component of Interest Expense and Qtlasraftertax interest expense &1 million and $57 million in the three
months ende&eptembeB0, 2017 and 26, respectivelyand$179 million and$177 million in the ninemonths ende&eptembeB0,
2017 and 208, respectively
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued
2. SEGMENT INFORMATION, Continued

September30, December 31

(in millions) 2017 2016

Asset reconciliation

BUSINESINSUIANCE. ... .cevvtieieeiettie et eeee e e et e e e e et e eeaee e e e s esbnseesesbanseesesrennes $ 78985 $ 75,730

Bond & SpecCialtYNSUIANCE. ..........cuiiiiiiiiiiiie e, 9,005 8,726

PErSONaAl INSUIANCE. ... ciiiieieieiiieeeevet ettt e e e e e e e e s eeeee s e e e e e e e e e eeeasbebb s annnes 15,962 15,426
TOtal SEPMENASSELS. .. .uuiiiiiiiiiiiiiiiie ettt a e e e 103,952 99882

OUhEE ASSER) ..ottt ettt ee e et e et et et et et e e e raeneeenenn 359 363
Total consolidated ASSELS........ccceuviiiiiiiiticcie e e e $ 104,311 $ 100245

(1) The primary componesbf other assets &eptembeB0, 207 and December 31, 2016 werther intangible assetnddeferred
taxes.

3. INVESTMENTS
Fixed Maturities
The amortized cost and fair value of investments in fixed maturities classified as availale were as follows:

Gross Unrealized

Amortized Fair
(at September30, 207, in millions) Cost Gains Losses Value
U.S. Treasury secities and obligations of U.Sogernment and
government agencies and authorities.........ccccooovvvvieeeeeeienene $ 2064 % 9 % 5 $ 2,068
Obligations of states, municipalities and political subdivisions
Local general obligation..............ccoooiiiiiiieeniee e, 13,798 410 67 14,141
REVENUE..... e 11,341 324 51 11,614
State general obligation.............oocuveiiiiiicce e, 1,555 45 9 1,591
PrerefUnded..........ooeveiiiieee e 3,666 163 o] 3,829
Total dbligations of states, municipalities and political
SUDAIVISIONS ...ttt eeeee e 30,360 942 127 31,175
Debt securities issued by foreign governments..............ccoocvveeneee. 1,559 17 11 1,565
Mortgagebacked securities, collateralized mortgage obligations a
PasStrough SECUILIES........ueveiiiiiiiiiiieeeee e 2,082 97 6 2,173
All other corporate bonds...........ccoocciiiiiiiiieen e eeeeaees 24,572 587 79 25,080
Redeemable preferred StocK............ueeviiiiiiieeiiiee e, 90 6 o} 96
LI ] €= LSRRI $ 60,727 $ 1658 $ 228 $ 62,157
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

3. INVESTMENTS, Continued

Gross Unrealized

Amortized Fair
(at December 31, 2016, in millions) Cost Gains Losses Value
U.S. Treasury securities and obligations of @& ernment and
government agencies and authorities............ccceveveervieeeenne $ 2031 3 9 $ 5 $ 2,035
Obligations of states, municipalities and political subdivision:
Local general obligation.............cccooiiiiiiieeneeeeiiiieieeees 13,955 271 182 14,044
REVENUE. .....ciii ittt e e 10,910 215 147 10,978
State general obligatian.................cocoocciie 1,717 36 22 1,731
Prerefunded........cccooiiiiii e 4,968 190 1 5,157
Total dbligations of states, municipalities and political
SUDAIVISIONS ... .cciiiviieciee e, 31,550 712 352 31910
Debt securities issued by foreign governments..................... 1,631 34 3 1,662
Mortgagebacked securities, collatdid mortgage obligations
and pasghrough SECUItIES. ........cooviviiiiiiiiieeeee e, 1614 100 6 1,708
All other corporate bonds...........cccccvvviiiiiiieeer e 22,737 508 138 23,107
Redeemable preferred StoCK.........ccceeevviiiiiiiieeeiiieeeeie, 87 6 o} 93
1] 7= | RS PRRR $ 59,650 $ 1,369 $ 504 $ 60515

Pre-refunded bonds of 383 billion and $5.16 billion aSeptembe0, 2017 and December 31, 2016, respectively, were
bonds for which states or municipalities have established irrevocable trusts, almost exclusively comprised of U.S. Treasury
securities andhdigations of U.S. government and government agencies and authorities. These trusts were created to fund the
payment of principal and interest due under the bonds.

Proceeds from sales of fixed maturities classified as available for sale 8&¥en$lion and 865 million during thenine
months ende&eptembeB0, 2017 and 2016, respectively. Gross gain28friillion and %60 million and gross losses 06%
million and $0 million were realized on those sales during tiiee months endedSeptember30, 207 and 2016,
respectively.

Equity Securities

The cost and fair value of investments in equity securities were as follows:

GrossUnrealized

Fair

(at September30, 207, in millions) Cost Gains Losses Value
Public @mMmMON StOR...........oooiiiii e $ 3925 80 % 2 $ 470
Nonrredeemable preferred StACK...........ocvveviieiiien e 117 20 6 131
TOTAL ettt —————————————— $ 509 $ 100 $ 8 $ 601

GrossUnrealized Fair

(at December 31, 208, in millions) Cost Gains Losses Value
PUDBIC COMMON STOCK.......cuiviiiiii ittt $ 390 $ 216 $ 3 $ 603
Nornrredeemable preferred StACK..........oooveeiiiiiiicen e 114 20 5 129
TOLAL e $ 504 $ 236 $ 8 $ 732

Proceeds from sales of equity securitdsssified as available for saleere 840 million and 1 million during thenine
months ende&eptembeB0, 20T and 208, respectively. Gross gains of 346 million and .2 million and gross losses of
$1 million and $ million were realized on those sales during tliee months endedSeptember30, 207 and 208,
respectively.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued
3. INVESTMENTS, Continued
Unrealized Investment Losses

The following tables summarize, for all investments in an unrealtmsdposition aBeptembeB0, 2017 and December 31,

2016, the aggregate fair value and gross unrealized loss by length of time those securities have been continuously in an
unrealized loss position. The fair value amounts reported in the tables aratestthat are prepared using the process
described in note 4 herein and in note 4 of notes to th
Reportas updat ed b \Curtet Repdtt@irgrna §Kyfiledson June 20, 2017The Comjany also relies upon
estimates of several factors in its review and evaluation of individual investraeintg the process described iote 1 of

notes to the consolidated financial stateménts t he Company6sag80uLpdAnedabsyRreepter Con
Report on Form & filed on June 20, 2011 determining whethesuch investments are othitrantemporarilyimpaired

Less than 12 months 12 months or longer Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
(at September30, 2017, in millions) Value Losses Value Losses Value Losses
Fixed maturities
U.S. Treasury secities and obligations
of U.S. government and governmen
agencies and authorities................. $ 1,348 $ 4 $ 72 $ 1 $ 1420 $ 5
Obligations of states, municipalities al
political subdivisions....................... 4,131 58 1,598 69 5,729 127
Debt securities issued by foreign
QOVEINMENTS....cccoviiiiiieeeeiiieeeeeee. 538 11 0 0 538 11
Mortgagebacked securities,
collateralized mortgage fbations
and pasdhrough securities.............. 729 5 81 1 810 6
All other corporate bonds................... 4,896 57 679 22 5,575 79
Total fixed maturities.................. 11,642 135 2,430 93 14,072 228
Equity securities
Public @mmon stock.......................... 39 1 6 1 45 2
Non-redeemable preferred stock......... o] o] 60 6 60 6
Total equity securities................. 39 1 66 7 105 8
Total....ueeeeiiiiiiiiiie e $ 11,681 $ 136 $2,496 $ 100 $ 14,177 $ 236
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

3. INVESTMENTS, Continued

12 months or

Less than 12 months longer Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
(at December 31, 2016, in millions) Value Losses Value Losses Value Losses
Fixed maturities
U.S. Treasury securities and obligations
U.S.government and government
agencies and authorities.................... $ 1,124 $ 5 $ o $ o $ 1124 % 5
Obligations of states, municipalities and
political subdivisions.......................... 9,781 352 12 0 9,793 352
Debt securities issued by foreign
JOVEINMENTS......cceeeiiiiniiinieeeee s 360 3 o} o} 360 3
Mortgagebacked securities, collateralize
mortgage obligations and pagkrough
SECUNTIES .. 528 5 43 1 571 6
All other corporate bonds........................ 6,470 115 437 23 6,907 138
Total fixed maturities..................... 18,263 480 492 24 18,755 504
Equity securities
Public @mmon StocK.........cccccevveeiiiinneee 45 2 10 1 55 3
Nonredeemable preferred stack............ 2 o} 59 5 61 5
Total equity securities.................... a7 2 69 6 116 8
Total ... $ 18,310 $ 482 $ 561 $ 30 $ 18871 $ 512

Unrealized losseof all fixed maturities and equity securities reported at fair value for which fair value is less than 80% of

anortized cost aSeptembeB0, 2017 totaled & million, representing less than 1% of the combined fixed maturity amityeq

security portfoliosonapreax basi s and | ess

Impairment Charges

t han

1-tx basis.

shar ehol

der s o

Impairment charges included in net realized investment gains in the consolidated statement of incomeniliene $nd $!
million for the three months ende&keptembeB0, 20T and 208, respectively, and 2 million and $£6 million for the nine

months ende&eptembeB0, 20T and 208, respectively.

The cumulative amount of credit lossas fixed maturities held &eptembe30, 2017 and 2016, that wemrecognized in the
consolidated statement of income from ottr@ntemporary impairments (OTTEBnd for which a portion of the OTTI was
recognized in other comprehensive income (loss) in the consolidated balance sh&8R2wailion and 86 million,
respectively. These credit losses represent less than 1% of the fixed maturity portfolio otiea peesis and less than 1% of
shar ehol der s 6-tar lopsis at bpth dateSharae wesefnd significant changes in tihedit component of OTTI
during thenine months endedseptember30, 2017 and 2085 from that disclosed in note 3 of notes to the consolidated
financi al st at e me rotAmual Repotalse u@amp ey & sCurketi Repddt omoprasiK yiléds

on June 20, 2017

Derivative Financial Instruments

From time to time, the Company enters into U.S. Treasury note futures contracts to modify the effective duration of specific

assets within the investment portfolio. U.S. Treasury futures conteapige a daily marto-market and settlement with the
broker. At both SeptembeB0, 2017 and December 31, 201he Company ha8400 million notional value of oped.S.
Treasury futures contractdNet realized investment losses related to U.S. Tredstures contractfor the three monthand

nine monthsendedSeptembeB0, 2017 and 201&ere not significant.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued
4. FAIR VALUE MEASUR EMENTS

The Companyo6s est ifinnadakessetscahfinahaalliabilitiesaate hased forothe framework established in

the fair value accounting guidancerhe framework is based on the inputs used in valuagizes the highest priorityot

guoted prices in active markets and requires that observable inputs be used in the valuations when available. The disclosure
of fair value estimates in thiir value accounting guidandgerarchy is based on whether the significant inputs into the
valuation are observableln determining the level of the hierarchy in which the estimate is disclosed, the highest priority is
given to unadjusted quoted prices in active markets and
significant market assumptionsChe level in the fair value hierarchy within which the fair value measurement is reported is
based on the lowest level input that is significant to the measurement in its erifinetyhree levels of the hierarchy are as
follows:

1 Level 1- Unadjusted quoted market prices for identical assets or liabilities in active markets that the Company
has the ability to access.

1 Level 2- Quoted prices for similar assets or liabilities in active markets; quoted prices for identicallar si
assets or liabilities in inactive markets; or valuations based on models where the significant inputs are
observable (e.g., interest rates, yield curves, prepayment speeds, default rates, loss severities, etc.) or can be
corroborated by observable rkat data.

1 Level 3- Valuations based on models where significant inputs are not observable. The unobservable inputs
reflect the Companyés own assumptions about the ing

Valuation of Investments Reported at Fair Wge in Financial Statements

The Company utilize a pricing service to estimate fair value measurements for approxind@@pf its fixed maturitiesat
both SeptembeB0, 2017 and December 31, 2016

While the vast ma j bxed nbaturties dre incloded irCloevep 3 thg Gampany holds a number of
municipal bondsaind corporate bondshich are not valued by the pricing service and estimates the fair vallnesef bonds

using an internal pricing matrix with some unobservable inputs thasigndicant to the valuation. Due to thienited

amount of observable market information, the Company includes the fair value estimates for these particular bonds in Level
3. The fair value of the fixed maturities for which the Company used an intetioadgpmatrix was $23 million and $99

million at SeptembeB0, 2017 and December 31, 2016, respectivélgditionally, the Company holds a small amount of
other fixed maturity investmentghat have characteristics that make them unsuitable for matdingri For these fixed
maturities, the Compamngbtains a quote from a brokegrimarily the market maker).The fair value of the fixed maturities

for which the Companyeceived a broker quote wag3million and $85 million atSeptembeB0, 2017 and Decever 31,

2016, respectivelyDue to the disclaimers on the quotes that indicate that the price is indicative only, the Company includes
these fair value estimates in Level 3

For more information regarding t h equity setudties andoother onfestmhehtg se€ o mp

note 4 of notes to the consolidated financial statements i@ thenp a 20¢60Asnual Repod s updated by t he
Current Report ofform 8K filed on June 20, 2017

Fair Value Hierarchy
The following tablspr esent t he | evel wi t hin the ffmancialagsets ane findnciadr ar c

liabilities are measured on a recurring bagis investment transferred between levels during a period is transferred at its fair
value a®f the beginning of that period.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

4. FAIR VALUE MEASUREMENTS, Continued

(at September30, 207, in millions) Total Level 1 Level 2 Level 3

Invested assets
Fixed maturities
U.S. Treasury secities and obligations of U.Sogernment

and government agencies and authorities..................... $ 2068 $ 2068 3 o} $ o}
Obligations of states, municipalities and goél subdivisions 31,175 18 31,153 4
Debt securities issued by foreign governments................ 1,565 o} 1,565 o}
Mortgagebacked securities, collateralized mortgage

obligations and pagfirough securities..............ccveeeeene 2,173 0 2,143 30
All other corporate bods...........ooooveeiiiiiiiieeen e 25,080 2 24,914 164
Redeemable preferred StaCK..........cooceveiiiiiecceiiiiee s 96 3 93 o}

Total fixed Maturities.........ccceeeeieeiieeiiiiieeee e, 62,157 2,091 59,868 198

Equity securities
Public common StOCK ..., 470 470 0 o}
Non-redeemable preferredos.............ooeeviiiiiiiiimennn s 131 68 63 o}
Total equity SECUIMLIES.......uuuviiiiiiiiiiiiei e 601 538 63 o}
Other INVESIMENTS........coiiiiiiiiiiiee e eeerie e seeenes 56 18 0 38
TOtAl oo $62814 $ 2,647 $59,931 $ 236
(at December 31, 206, in millions) Total Level 1 Level 2 Level 3
Invested assets:
Fixed maturities
U.S. Treasury securities and obligations of U.S.

government and government agencies and authorities. $ 2,035  $2,035 $ 0 $ o)
Obligations of states, municiptéés and

political SUDIVISIONS............cocoeiiiiiiiiiiieee e, 31,910 o} 31,898 12
Debt securities issued by foreign governments................ 1,662 o} 1,662 o}
Mortgagebacked securities, collateralized mortgage

obligations and paghirough securities..........c..cccocuvveeeenn 1,708 0 1,704 4
All other corporate boNnds..........cc.eeevieiiiiiimeniiiieee e, 23,107 0 22,939 168
Redeemable preferred stack...........cccceeviiiieeniiiiiieeenee 93 3 90 0

Total fixed MaturitiesS..........uvevieiieeieieeeeeeeeee e 60,515 2,038 58,293 184

Equity securities
Public common StOCK..........eeiiiiiiiiiiiiic e 603 603 o} o}
Non-redeemable preferred stack..............ccoociiieeeriiiininee, 129 51 78 o}
Total equity SECUIMLIES .......uuuiiiiiiiiiiiieeeeeeeiiiiie e 732 654 78 o}
Other INVESIMENTS.......c.uiiiiiiiiii et 53 17 o} 36
TOtAl oo $61,300 $ 2,709 $58371 $ 220
During thenine months ende®GeptembeB 0, 2017 and the year ended December

Level 1 and Level 2 were not significant.

There was no significant activity in Level 3 of the hierarchy duringnihe months ende®eptembeB0, 20T or the year
ended December 31, 2016.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

4. FAIR VALUE MEASUREMENTS, Continued
Financial Instruments Disclosed But Not Carried, At Fair Value
The following tables present the carrying value and f ai

disclosed, but not carried, at fair value, dhd level within the fair value hierarchy at whishch assets and liabilisare
categorized

Carrying Fair
(at September30, 2017, in millions) Value Value Level 1 Level 2 Level 3
Financial assets:
Shortterm securities.........coceeeeveeeenne. $ 5,859 $ 5,859 $ 1,830 $ 39% $ 34
Financial liabili ties:
Debt...ooviiiii i, $ 6,921 $ 8,042 $ o $ 8,042 $ o}
Carrying Fair
(at December 31, 2016, in millions) Value Value Level 1 Level 2 Level 3
Financial assets:
Shortterm securities..............cccccvvinns $ 4,865 $ 4,865 $ 1,223 $ 3,607 $ 35
Financial liabilities:
Debt...ooviiiiie i, $ 6,337 $ 7,262 $ o $ 7,262 $ o}
Commercial paper........cccoceevieeeiieenenn, $ 100 $ 100 $ 0o 3 100 $ o)

The Company utilized a pricing service to estimate fair value for approxim@88ly of shortterm securities aboth
Septembei30, 2017 andDecember 312016 For adescription of the process and inputs used by the pricing service to
estimate fair valueseet h €&ixedi Maturitie® s e im thdteodnof notes to the consolidated financial statements in the
Co mp a20¢60Asnual Reporas updated by the Comp a-Kfjed enJiha 2052017t Report

The Company utilized a pricing service to estimate fair valud®9€oof its debt atSeptembeB0, 2017 and December 31
2016

The Company had nmaterialassets or liabilities that were measured at fair value on aewomring basis during theine
months ende&eptembeB0, 2017 or year ended December 31, 2016

5. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill
The following table presents the carrgin amount of t he Companyés goodwi l | by se
goodwi | | associated with the Companyés international bus

exchange rates.

September30, December 31,

(in millions) 2017 2016
BUSINESINSUIANCED.........oiiieiiie ettt ettt e e ettt eeee et e e st e e e saeeeseatssmmeeseneeasseneeeean $ 2,579 $ 2,227
BONd & SPECIAItYNSUIANCE. ... ..uiiiiiiiiiiiiiiee ettt erme et e e e e enme e e s 550 549
Personal INSUIANCE. ........ooiiiiiiii i eee et e e e e e e e et eeee s e e e e ettt eeeeesaaannns 791 778
OB et e e e e e e e e et e e e arb———————————— 26 26

L0 = | U URPPPPPPPPPRRPP $ 3,946 $ 3,580

(1) At September 30, 2017, goodwill relatedtie acquisition ofSimply Business was $348 millionThe total amount ofoodwill
expected to be deductible for tax purposes related to Simply Business is $466 million, which includes certain acqussitind cos
intangible assets.

19



THE TRAVELERS COMPAN IES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued
5.  GOODWILL AND OTHER INTANGIBLE ASSETS , Continued

Other Intangible Assets

The followingtablespr esent a summary of t he Coauompassaetgldss ot her i ntangi
Gross
Carrying Accumulated
(at September30, 2017, in millions) Amount Amortization Net
Subject to amMOTtiZAtION ...........ccoiiiiiiic e $ 285 $ 167 $ 118
NOt SUDJECE 10 aMOITIZALION. ......eeeieiieee e 227 0 227
TOtAL et eeer e e e e e $ 512 % 167 $ 345
Gross
Carrying Accumulated
(at December 31, 2016, in millions) Amount Amortization Net
Subject to amMOrtizatiof .............ccceiiiiiic e $ 210 $ 159 $ 51
NoOt Subject to amOrtiZAtiON.............ococieeee e e 217 o} 217
TOMAL e et e e amn e e e e aaree e e $ 427  $ 159 $ 268

(1) Intangible assets subject to amortization are comprised of fair value adjustments on claims and claim adjustment expasnse reserve
reinsurance recoverables and other contract and custetatad intangiblesThe time value of money and the rig#justmen{cost
of capital) components of the intangible asset run off at different rates, and, as such, the amount recognized in inme@eetay
benefit in some periods and a net expense in other periods.

Amortization expense of intangible assets wasnillion and $3 millionfor the three months end&éptembeB0, 2017and
2016, respectively,ral $ million and $8 millionfor the nine months ende®eptembeB0, 2017 and 201 &espectively
Intangible asset amortization expense is estimated to4bmilon for the remainder of 2017,1% million in 2018, #44
million in 2019, 4.3 million in 2020 and $2 million in 2021.

6. INSURANCE CLAIM RESERVES

Claims and claim adjustment expense reserves were as follows:

September30, Decenber 31,

(in millions) 2017 2016
PrOPEIYCASUAITY......eeeiiitieeee ettt et e e e s e e e e e e eer e e e e e e b rr e e e e e e aannes $ 49,78 $ 47,929
Accident and health...........ooo e ———— 17 20

1] = | SR EPP SR $ 49,750 $ 47,949

The following table presents a reconciliation of beginning and ending property casualty reserve balances for claiims and cla
adjustment expenses for thime months ende&eptembeB0, 2017 and 2016:
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

6. INSURANCE CLAIM RESERVES, Continued

(for the nine months endedSeptember30, in millions) 2017 2016
Claims and claim adjustment expense reserves at beginning of year.... $ 47,929 $ 48,272
Less reinsurance recoverables on unpaid 10SSeS.......ccvvvvvveeiiicecieeennnn, 7,981 8,449
Net reserves at beginning of year..........cccvvviiiiicenniciie e 39,948 39,823

Estimated @ims and claim adjustment expenses for claims arising in tl
(ol U g (=T 0 |8 YT | PP PPRT PP 13,261 11,708

Estimated decrease in claims and claim adjustment expenses for clair
AriSING IN PrIOF YEAIS. .. .uiiiiiieiiiiiiiee e retee ettt rmnee s eeeeee e (297 (430)
TOtAl INAEASES....ovuniiiieeii e e e e, 13,064 11278

Claims and claim adjustment expense payments for claims arising in:
LGN T o1 YT TP RPPPI 4,799 4334
PrION YEAIS ..ciiiiiie et ee e 6,831 6,778
TOtAl PAYMENTS. ...ttt rmee e 11,630 11112
Unrealized foreign exchange [0SS........cvvviiiiiiiiiiiieeeieeeeeeeee, 215 12
Net reserves at end of periad..........cccooovviiiiiicce e, 41,59 40,001
Plus reinsurance recoverables on unpaid I0SSES.......ccccvvvveeeeiceciieennnnn, 8,136 8,146
Claims and claim adjustment expense reserves at end of period.......... $ 49,73 $ 48,147

Gross claims and claim adjustnt expense reserves $¢ptembeB0, 2017 increased bylBO0 billion from December 31,
2016, primarily reflectng theimpacs of (i) catastrophe losses in ttigrd quarterof 2017 and (ihigher volumes of insured
exposures and loss cost trends for therent accident year, partially offset by the impacts of (iii) payments related to
operations in runoff and (iv)et favorable prior year reserve development.

Reinsurance recoverables on unpaid losseSeatember30, 2017increased by 365 million from December 31, 2016,
primarily reflecting the impastof catastrophe lossesd the asbestos reserve incrdasie third quarter of 2017, partially
offset bycash collectionén the firstnine months ¢ 2017, including the settlement of certain disputessdiscussed in more
detail in note 13.

Prior Year Reserve Development
The following disclosures regarding reserve devel opment

For thenine months ende&eptembeBO, 2017 and 2016Gstimated claims and claindjastment expenses incurred included
$197 million and $30 million, respectivelyof net favorable development for claims arising in prior years, includ2@9 $
million and $%07 million, respectivelyof net favorable prior year reserve development impagti t he Companyds
operationaand$38 million of accretion of discourh each period

Business Insurancé\et favorable prior year reserve development inttiiel quarter of 2017 totaled9million, primarily

driven bybetter than expectedds experience intteegmeri s domesti ¢ operations in (i) t
line for multiple accident years and (ithe general liability product lingexcluding the increase to asbestos reserfees)oth

primary and excess coverages &acident years 2007 and prior as well as accident year R0g6ly offset by(iii) a $225

million increase to asbestos reserves &iwl the impact ofhigher than expected loss experience in the commercial
automobile product line for accident years 2@ibugh 2016. Net favorable prior year reserve development intthie

quarter of 2016 totaled4$million, primarily driven bybetter than expected loss experience indagmerh s d o me st i
operations in(i) the general liability product linéexcludingthe increase to asbestos reserfeshoth primary and excess
coverages for accident ye#?806 and prior as well as accident yez084and 2015 (i i) t he wor kersd co
line for accident years 2006 and prior as well as accident year&@ll §ii) the commercial auto product line for accident
years 201%nd prior largely offset by(iv) a $225 million increase to asbestos reserves
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6. INSURANCE CLAIM RESERVES, Continued

Net favorable prior year reserve development in the first nine months of 2017 totaled $195 million, primarily drie¢n by
favorable prior year reserve development he segment 6s due odatterithan exppcted lass exgerience

(i) the workersd compensation product l'ine for multiple
increase to asbestos and environmental resefwebpth primary and excess coverages for multiple accident years and (iii)

the commercial mulperil product line for liability coverages fanultiple accident years, partially offset bv) a $225

million increase to asbestos reserv@3 a $65 million increase to environmental reseraesi (vi) the impact ohigher than

expected loss experience in the commercial automobile product line for accident years 2013 througih@ ks favorable

prior year reserve development in thee g medonheétis opetions waspartially offset bynet unfavorable prior year
reserve devel opment in the segmentds international oper
discount rate adjustment applied to lump sum bodily injury payouts. Net fazqmabt year reserve development in the first

nine months of 2016 totaled $203 million, primarily drivenn®y favorable prior year reserve developniemt t he s e g me
domestic operationdue to better than expected loss experignece (i ) t hmepensatian preduct ltne for accident

years 2006 and prior as well as accident year 2015, (ii) the general liability product line (excluding an increastms$o asbes
and environmental reservef®r both primary and excess coverages tfaultiple accident year and (iii) the commercial
automobile product line for accident years 2011 and poamtjally offset by(iv) a $225 millionincrease to asbestos reserves

and (v) an $82 million increase to environmental reseraesyell asnet favorable prior year reser developmenin the
segment 6s i nt er Ewdpe amhGahadaoper ati ons i n

Bond & Specialty InsuranceNet favorable prior year reserve development in the third quarter of 2017 to€areilién.

Net favorable prior year reserve developmerthatthird quarter o016 totaled $46 millionprimarily driven bybetter than

expected loss experiencetihbh e s egment 6 s d dhefadaity and sueigpoduet tine mmascidentyead09

through 2015. Net favorable prior year reserve dguvment in first nine months of 2017 totaled $98 millipnmarily

driven bybetter than expected loss experienceihe segment 6s domestic operations it
accident years 2012, 2014 and 201¥et favorable prior yeareserve development the first nine months a2016 totaled

$271 million,primarily driven bybetter than expected loss experienceine segment 6 s do ntefdelityc oper
and suretyproduct line for accident yea2909 through 2015 and Yithe general liability product line for accident years 2007
through 2011.

Personal Insurance.There was no &t prior year reserve development in thied quarter of 2017. Netnfavorable prior

year reserve development in therd quarterof 2016 tdaled $11 million primarily driven by higher than expected loss
experience in the segmentds domestic operations in the
accident years 2013 and 201#et favorable prior year reserve developiignthe first nine months of 2017 totale6 $
million. Net favorable prior year reserve development infits¢ nine months of 2016 totaled38 million, primarily driven

by better than expected loss experiencthésegmerh s i nt er nat i @Gana@ld oper ati ons i n

Subsequent Event
The Company expects to incur significant catastrophe losses in the fourth quarter of 2017 resulting from wildfires that began

in early October in California.The fires are ongoing and efforts to contain the fires are conginthe Company does not
currently have an estimate of its ultimate losses related to the fires.
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7. OTHER COMPREHENSIVE INCOME AND ACCUMULA TED OTHER COMPREHENSIVE INCOME

Thefollowing table presestt he changes in the Companyds

monthsendedSeptembeB0, 2017.

Changes in Net Unrealized Gainsro
Investment Securities

Net Benefit Plan

accumul aine d

Having No Credit Having Credit Losses Assets and Total Accumulated
Losses Recognized i Recognized in the Obligations Net Unrealized Other

the Conolidated Consolidated Recognized in Foreign Currency Comprehensive
(in millions, net of taxe$ Statement of Income  Statementof Income Shar ehol de Translation Income (Loss)
Balance, December 31, 2016.......... $ 528 $ 202 $ (703 $ (782 $ (759

Other comprehensive income (OCI)

before eclassifications................ 377 1 (23 177 532
Amounts reclassified from AOCI...... (103) 1 40 o} (62
Net OCI, current period............. 274 2 17 177 470
Balance,September30,2017............ $ 802 $ 204 $ (686 $ (605 $ (285

The following table presesthe pretax components af h e C o nother scoymprehensive inconfss) and the related

income tax expeng®enefit)

Three Months Ended

Nine Months Ended

September30, September30,
(in millions) 2017 2016 2017 2016
Changes in net unrealized gains on investment securities:
Having no credit losses recognized in the
consolidated statement of income...........cccccoccvveicennnen. $ (420 $ @459 $ 429 $ 1,138
Income tax expeng®enefit).......cccccoeeiiiiccc (12 (159 155 393
NEt Of TAXES....cei i (30) (296 274 745
Having credit losses recognized in the consolidated
statement Of INCOME.........oocviiieiiiieee e 2 6 4 23
INCOME tAXEBXPENSE. ...ttt 1 2 2 8
NEt Of tAXES...ci ittt 1 4 2 15
Net change# benefit plan assets and obligatians................. 9 16 25 50
Income taxexpensgbenefit).........ccccviiiiee e 3) 6 8 17
NET Of TAXES.....veie et (6) 10 17 33
Net changes in unrealized foreign currency translatian......... 113 (31 202 37
Income taxexpensgbenefit).........ccccvieiieinnieeen e 19 (8) 25 13
NEt Of tAXES...cie ittt 94 (23 177 24
Total other comprehensive incorfiess)................ccuueee.. 64 (464 660 1,248
Total income tax expengbenefit)...........cccvvveeiiiiiiieene, 5 (159 190 431
Total other comprehensive incomegloss)
NEt Of tAXES. ...t $ 59 $ (B0H $ 470 $ 817

ot
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

7. OTHER COMPREHENSIVE INCOME AND ACCUMUL ATED OTHER COMPREHENSIVE INCOME,
Continued

The following table presesthe pretax and related income tgexpensg benefit components of the amounts reclassified

from the Companyds AOCI to the Companyédés consolidated st
Three Months Ended Nine Months Ended
September30, September30,
(in millions) 2017 2016 2017 2016

Reclassificatioradjustments related to unrealized gains on
investment securities:
Having no credit losses recognized in the

consolidated statement of iNCOMe.............ccceeveiiriiieennne. $ (64) $ 199 $ (158 $ (59
INCOME taX EXPENSE........ecveriiieiieteesieaeere et (22) (7) (55) (19
NEt OF tAXES ...eiii i (42) (12 (103) (39

Having credit losses recognized in the

consolidated statement of incore...............ccccoveviiviieennne. 1 3 1 12
Income tax beneff®) ............cccoov oo ) 0 3 4
NEt Of tAXES. .. .uuiiviiiiiiieiei ettt 1 0 1 8
Reclassification adjustment related to benefit plan
assets and obligations
Claims and clan adjustment expensés.............c.ccovevveeueiiene 11 6 25 18
General and administrative expen§es...............ccccoveeveeimne. 16 9 37 28
TOtALL .. 27 15 62 46
Income tax beneft®) ...........cccoov e, 10 5 22 16
NS o) - R 17 10 40 30
Reclassification adjument related to foreign
currency translatiof?..............ccceeeeerieseemre e ) 3 3 0
Income tax beneft®) ...........ccooveeiiiceee e ) ) ) 0
NEt Of tAXES. ...ttt o} o} o} o}
Total reclassifications...........ccccvvveeiieeere e (36) (4 (95 4
Total income tax (expense) berefi.........ccccceeiiiiiieenene. 12 (2) (33 1
Total reclassifications, net of taxes...........c.ccceeeuneeae $ (249 9 @ $ @®2 $ 3

(1) (Increases) decreases net realized investment gains on the consolidated statement of income.
(2) (Increases) decreases income tax expense aotiselidated statement of income.
(3) Increases (decreases) expenses on the consolidated statement of income.
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8. DEBT

Debt Issuance On May 22 2017, the Company issued’80 million aggregate principal amount 4f00% senior notes that
will mature onMay 30, 2047. The net proceeds of the issuance, after deduction of the underwriting discount and
expenses payable by the Companoyaled approximately $89 million. Interest on the senior notes is payable sammiually

in arrears orMay 30 andNovember 30commencingon November 302017. Prior to November 30, 204&hé senior notes
may beredeened,inwholeor i n part , optiona dngtim@®ofrorp tane to finse, ab redemption price equal
to the greater of (a) 100% of the principal amouramf senior notes to be redeemed or (b) the sum of the presens value
the remaining scheduled payments of principal and intécestovember 30, 2046n any senior notes to be redeemed
(exclusive of interest accrued to the dateredemption) discounted to the date of redemption on a-aemial basis
(assuming a 36@ay year consisting of twelve 2lay months) at the then currefteasuryrate (as defined in the senior
notes),plus 15 basis points.On or after November 30, 264the senior notemay beredeenad,in wholeor in part, at the
Co mp any 6 st awygirneordrom time to time, at a redemption price equal to 100% efghincipal amount oény
senior notes to be redeem@dus accrued and unpaid interest to, but excluding, the redemption date.

Debt Redemption On June 2, 2017, the Company redeemed the remainingriilibon aggregate principal amount of its
6.25% Fkedto-Floating Rate Junior Subordinated Debentures due 206 prteaper debenture dfo0% of the principal
amount thereof, plus accrued and unpaidreggt to the redemption date.

Commercial Paper.The Company had $0 and $100 million of commerpi@ber outstanding &eptembe0, 2017 and
December 31, 2016, respectively.

9. COMMON SHARE REPURCHASES

During the three months amine months ende&eptembeB0, 20T, the Company repurchasd million and 8.3 million

shares, respectively, undés share repurchase authorization, for a total cosB28 fhillion and .03 billion, respectively.

The average cost per share repurchased Wwa8.$land $24.12 respectively. In addition,the Company acquirefi64
sharesand 0.5 million shares for adtal cost of $.1 million and $1 million during the three months amihe months ended
SeptembeBO, 2017, respectively, that were not part of the publicly announced share repurchase authorization. These shares
consisted of shares retained to cover plyvithholding taxes in connection with the vesting of restricted stock unit awards

and performance share awards, and shares used by employees to cover the price of certain stock options that were exerciset
In April 2017, the Board of Directors approveadshare repurchase authorization that added an additional $5.0 billion of
repurchase capacity.At September30, 20T, the Company had 41 billion of capacity remaining undeits share
repurchase authorization.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited), Continued

10. EARNINGS PER SHARE

The following is a reconciliation of the@et income and share data used in the basic and diluted earpiegshare

computationdor the periods presented

Three Months Ended

Nine Months Ended

September30, September30,
(in millions, except per share amounts) 2017 2016 2017 2016
Basicand Diluted
Net income, as reported.......ccccccvveveeeeiiieceennnen, $ 293 716 1,505 $ 2,071
Participating sharbased awards allocated
INCOME...ceiiiiiiiirieeee et (2 (6) (11 (16)
Net incomeavailable to common shareholdé&rs
basicand diluted.............coevvvevveiiiiiiieiiieeene, $ 291 710 1,494 $ 2,055
Common Shares
Basic
Weighted average shares outstanding.............. 2741 286.0 277.1 290.0
Diluted
Weighted average shares outstanding.............. 2741 286.0 277.1 290.0
Weighted average effects of dilutive securiiies
stock options and performance shares........... 25 3.8 2.5 3.6
TOtAl.ueiieee e 276.6 289.8 279.6 293.6
Net Incomeper Common Share
T ] o $ 1.06 2.48 5.39 $ 7.09
Diluted.......oo oo e, $ 1.05 2.45 5.34 $ 7.00
11 SHARE-BASED INCENTIVE COMPENSATION
The following informatiorrelates tdully vested stock option awards@¢ptembeB0, 2017:
Weighted
Weighted Average Aggregate
Average Contractual Intrinsic
Exercise Life Value
Stock Options Number Price Remaining (% in millions)
Vested at end of peridd.............c.coceeue.... 5,714,377 $ 88.66 6.2years $194
Exercisable at end of period.................... 3,060,575 $ 70.15 4.3years $160

(1) Represents awards for which the requisite service has been rendered, including those that are retirement eligible.
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11 SHARE-BASED INCENTIVE COMPENSATION , Continued
The total compensation cdElr all sharebased incentive compensation awareisognized in eaings was$31 million and
$42 million for thethree month&€ndedSeptembeB0, 2017 and 206, respectivelyand .04 million and $.24 million for
the nine months ende&eptembeBO, 2077 and 208, respectively The related tax beneditrecognized irthe onsolidated
statement of incomevere #0 million and $4 million for the three monthsended September30, 2017 and 206,
respectively, an@34 million and$42 million for the nine months ende&eptembeB0, 2017 and 208, respectively

The total unrecagized compensation cost related to all nonvested di@sed incentive compensation awardSeptember
30, 2017 was & 72million, which is expected to be recognized over a weightextage period df.9years.

12. PENSION PLANS, RETIREMENT BENEFITS AND SAVINGS PLANS

The following table summarizghe components afet periodic benefitcot or t h e [2psiomp anch pogtrstirement
benefitplans recognized ithe consolidated statement of incofaethe three months end&kptembeB0, 2017 and 2016

(for the three months ended PensionPlans Postretirement Benefit Plans
September 30, in millions) 2017 2016 2017 2016
Net Periodic Benefit Cost:
SErVICE COSL..uvviiiiiiiiiiiiiieeiceeerieee e, $ 30 $ 29 $ 0 $ 0
Non-service cost:
Interest cost on benefit obligatian........ 35 30 2 2
Expected return on plan assets........... (60) (57) 0 0
Settlement........ccccevveiiiiiiiiieeee e, o} d o} 0
Amortization of unrecognized:
Prior service benefit..............cccec... (€0} o} (€] (1)
Net actuarial 10SS..........cceevveviiiiiinnes 29 17 o} o}
Total nonservicecost(benefit)......... 3 (10 1
Net periodic benefit cost................ $ 33 % 19 3 1 $

The following table indicates the line items in which the respective service costs asdrmige benefit costs are presented
in the consolidated statemteof income for the three months endgebtembeB0, 2017 and 2016.

(for the three months ended PensionPlans Postretirement Benefit Plans
September 30, in millions) 2017 2016 2017 2016
Service Cost:
Claims and clainadjustment expenses.... $ 13 $ 12 $ o} $ 0
General and administrative expenses.... 17 17 o} 0
Total service COSt........ccceveeeeeiernnn.. 30 29 o} o}
Non-Service Cost:
Claims and claim adjustment expenses.. 1 4 1 o}
General and administrative expess........ 2 (6) o}
Total nonservice costbenefit)........ 3 (20 1
Net periodic benefit cost................ $ 33 % 19 3% 1 $
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The following table summarisd he components of net periodic benefit cos
benefit plans recognized in the consolidated statemeantome for thenine months ende&eptembeB0, 2017 and 2016.

(for the nine months ended PensionPlans Postretirement Benefit Plans
September 30, in millions) 2017 2016 2017 2016
Net Periodic Benefit Cost:
SEIVICE COL...uvvveieeeiiiiieee e, $ 2 $ 88 $ o} $ 0
Non-service cost:
Interest cost on benefit obligation........ 96 91 5 6
Expected return on plan assets........... (180 172 o} 0
Settlement........vviiiiiii o} 1 o} 0
Amortization of unrecognized:
Prior service benefit.............ccceee. (1) o} 3 3
Net actuarial 10SS...........ccoovviiiiiiiiiees 66 50 o} o}
Total nonservice cosfbenefit)......... (19 (30 2 3
Net periodic benefit cost................ $ 71 $ 58 $ 2 $ 3

The following table indicates the line items in which the respective service costemadmice benefit costs are presented
in the consolidated statement of income forrnhree months ende&eptembeB0, 2017 and 2016.

(for the nine months ended PensionPlans Postretirement Benefit Plans

September 30, in millions) 2017 2016 2017 2016

Service Cost:

Claims and claim adjustment expenses.. $ 37 $ 36 $ o} $ 0

General and administrative expenses.... 53 52 o} 0
Total Service COSt......cccccvvvveeeeenennns 90 88 0 0

Non-Service Cost:

Claims and claim adjaisient expenses..... (8) (13 1 1

General and administrative expenses.... (13 a7 1 2
Total nonservice cosfbenefit)......... (19 (30 2 3
Net periodic benefit cost................ $ 71 $ 58 $ 2 $ 3

13. CONTINGENCIES, COMMITMENTS AN D GUARANTEES

Contingencies

The major pending legal proceedings, other than ordinary routine litigation incidental to the business, to which the Company
or any of its subsidiaries is a party orribedbelowhi ch any of

Asbestosand Environmental Claims and Litigation

In the ordinary course of its insurance business, the Company has received and continues to receive claims for insurance
arising under policies issued by the Company asserting allegetbsnmmd damages from asbestand environmental

related exposures that are the subject of related coverage litigation. The Company is defending asthestesonmental

related litigation vigorously and believes that it has meritorious defenses; howleseoutcomes of these disputes are
uncertain. In this regard, the Company employs dedicated specialists and aggressive resolution strategies to manage asbestc
and environmental loss exposure, including settling litigation under appropriate circugsst@harently, it is not possible to

predict legal outcomes and their impact on the future development of claims and litigation relating to asbestos and
environmental claims. Any such development will be affected by future court decisions and interetsi well as
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13. CONTINGENCIES, COMMITMENTS AND GUARANTEES, Continued

changes in applicablegislation. Because of these uncertainties, additional liabilities may arise for amounts in excess of the

Company6s current i nsurance Treserves. I n addition, t he
expenses may change. These addititiahilities or increases in estimates, or a range of either, cannot now be reasonably
estimated and could result in income statement charges

future periods.

Other Proceedings Not ArisingUnder Insurance Contracts or Reinsurance Agreements

The Company is involved in other lawsuits, including lawsuits alleging -ertn&ractual damages relating to insurance
contracts or reinsurance agreements, that do not arise under insurance contedcssi@nce greements The legal costs
associated with such lawsuits are expensed in the period in which the costs are inBased.upon currently available
information, the Company does not believe it is reasonably possible that any such lawslatear lawsuits would be
materi al to the Compawoyldhsa vree sau Imast eafi ad p eardavteirsres edrf ect or
or liquidity.

Gain Contingency

On August 17, 2010, in a reinsurance dispute in New York state apitibigedUnited States Fidelity & Guaranty Company

v. American Rénsurance Company, et athe trial court granted summary judgment for United States Fidelity and Guaranty
Company (USF&G), a subsidiary of the Company, and denied summary judgment feintheers. The Court of Appeals
largely affirmed the entry of summary judgment, but remanded two discrete issues for trial.

On November 7, 2016, the Company agreed to a settlement with one of the three defendants then remaining in this dispute.
The Company received payment under the settlement in the fourth quarter of 2016 and, as a result, recognized a $126 million
pretax ($82 million aftet a x ) gain in the fourth quarter, whi ch was
statement of incomeof the year ended December 31, 2016.connection with that settlemeniiet reinsurance recoverable

bal ance related to this case was reduced from approxi mat
consolidated balance sheet. At Ma&1, 2017, the claim related to the remaining defendants totaled $71 million, comprising

the $31 million of reinsurance recoverable plus interest amounting to $40 million as of thafluaiaterest was treated for
accounting purposes as a gain cordgimgy in accordance with FASB Topic 480pntingenciesand accordingly was not
recognized in the Companyds consolidated financial state

On May 1, 2017, the Company agreed to a settlerokthis disputewith the two remaining defendantalong wit the

settlement of several other disputes with these same parties. As a result of the settlement of all of these mattgranthe Com
recorded an | mmateer iraelveqaliers 0i n nAd t s dootheshvee mahthe eadtd JsBEa t e me |
2017 and the reinsurance recoverable of s#&is8fiégd mi I I i on i n th

Other Commitments and Guarantees
Commitments

Investment Commitmends The Company has unfunded commitments to private equity limited pstitperand real estate
partnerships in which it investsThese commitments totaledL.$5 billion and $160 billion at September30, 2017 and
December 312016, respectively.

Guarantees

The maximum amount of the Compdeyontingent obligation for indemificationsrelated to the sale of businessleat are
quantifiable was $58 million at SeptembeB0, 2017, of which £ million was recognized on the balance sheet at that date.

The maximum amount of the Compdmyobligation for guarantees of certairvéstments and thirgarty loans related to

certain investments that are quantifiable wd$s #illion at Septembei30, 2017 approximately 83 million of which is
indemnified by a third party. The maxi mum amount of t he Co maramteeyd sertamb | i g &
insurance policy obligations of a former insurance subsidiary W&¢ fillion at September30, 2017, all of which is
indemnified by a third partyFor more information regarding Company guarantees, see note 16 of notes to the atedsolid
financial statements in the Company6s 2 &ifiledoAdunel@ POlRepor t
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14. CONSOLIDATI NG FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES

The following consolidating financial statements of the Company have been prepared pursuant tbORafl®@8gulation S

X. These consolidating financial statements have beenipregh f r om t he Companydéds financi al
of accounting as the consolidated financial statements. The Travelers Companies, Inc. (excluding its subsidiaries, TRV) has
fully and unconditionally guaranteed certain debt obligations of éleas Property Casualty Corp. (TP@nd Travelers
Insurance Group Holdings, Inc. (TIGKWhich totaled $700 million &eptembeB0, 207.

Prior to the merger of TPC and The St. Paul Companies, Inc. in 2004, TPC fully and unconditionally guaraptegdehe

of all principal, premiums, if any, and interest on certain debt obligations of its whwtied subsidiaryTIGHI. Concurrent

with the merger, TRV fully and unconditionally assumed such guarantee obligations of TPC. TPC is deemed to have no
asset or operations independent of TIGHI. Consolidating financial information for TIGHI has not been presented herein
because such financial information would be substantially the same as the financial information provided for TPC.

CONSOLIDATING STATEMENT OF INCOME (Unaudited)
For the three months end&eptembeB0, 2017

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Revenues
Premiums........cccocveeeeiiveeecciieeeeeee, $ 4466 $ 2,057 $ o} $ 0 $ 6,523
Net investment income................... 405 189 7 (13 588
Fee income.......cccccoevvviiiiinienicceeen, 113 o} o} 0 113
Net realized investment gains
(10SSeSIY.....oeeeeeeeee 6 56 (1) ) 61
Other revenues.........ccvveeeeeviiiiienne 21 21 o} 2 40
Total revenues............coocuueeee. 5,011 2,323 6 (15 7,325
Claims and expenses
Claims and claim adjustment
EXPENSES. ...eeviiieie et 3,191 1,615 o} 0 4,806
Amortization of deferred acquisitior
(o701 £ 716 343 o] 0 1,059
General and administrative expens 723 314 10 2 1,045
Interest exXpense........ccceeeeeeeienneene 12 o} 83 0 95
Total claims and expenses.... 4,642 2,272 93 2 7,005
Income (loss) before income
122 VS T 369 51 (87 (13 320
Income tax expense (benefit)......... 74 17 (60 4 27
Net income bsubsidiaries............... o} o} 329 (329 o}
Net iNCome.......ccceeveevireeennennn, $ 295 % 34 $ 302 $ (339 $ 293

(1) Total otherthantemporary impairment (OTTI) for the three months en8egtembe0, 2017, and the amounts comprisingakot
OTTI that were recognized in net realized investment gains (losses) and in other comprehensive income (OCI) were as follows:

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Total OTTI IOSES......coecvvvireeeen, $ (2 $ 3 3 o} $ o} $ (5)
OTTI losses recognized in net
realized investment gains (loss $ @ $ 3 % 0 $ 0 $ (5)
OTTI losses recognized in OCI..... $ 0 $ 0 $ 0 $ 0 $ 8
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF INCOME (Unaudited)
For the three months ended September 30, 2016

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Revenues
Premiums........ccccccoeeevieeeeeeeeeeeee, $ 4246 3% 1,963 $ o} $ 0 $ 6,209
Net investment income................... 389 190 3 o} 582
Fee income.......ccccccevviiiiieie e, 116 o} o} 0 116
Net realized invesnent gainsV......... 10 12 ) 1 23
Other revenues...........cccccccvvvvvvnenn. 24 11 o} 4 31
Total revenues............coocuueeee. 4,785 2,176 3 3 6,961
Claims and expenses
Claims and claim adjustment
EXPENSES......ccceevnrririrrrreeeeeennen, 2,615 1,241 o} o} 3,856
Amortization of deferred acquisitior
COSES ..o 683 329 o] o) 1,012
General and administrative expens 744 312 4 (©)] 1,057
Interest eXpense........ccceveeeeveiinneens 11 o} 78 0 89
Total claims and expenses.... 4,053 1,882 82 3 6,014
Income (loss) before income
L6 DL T 732 294 (79 o} 947
Income tax expense (benefit)......... 194 81 (449 0 231
Net income of subsidiaries............. o} o} 751 (751 o}
Netincome.........ccoeeeeevveeennn, $ 538 % 213 $ 716 $ (75) % 716

(1) Total otherthantemporary impairment (OTTI) for the three months ended September 30, 2016, and the amounts comprising total
OTTI that were recognized in net realized investment gains and in other comprehensive(@Ctmeere as follows:

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Total OTTI 10SSES.....ccevveeeeiereannen. $ @ % 3 9 o} $ o} $ 4
OTTI losses recognized in net
realized investment gains......... $ @ % 3 % 0 $ 0 $ (4)
OTTI gains (losses) recognized in
OCl . $ d $ d $ d $ d $ d
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14. CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELER S COMPANIES, INC. AND

SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF INCOME (Unaudited)

For thenine months ende&eptembeB0, 207

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Revenues
Premums.......cccccceeevviiiiieee e, $ 13,039 $ 6,018 $ o} $ 0 $ 19,057
Net investment income................... 1,218 574 17 (13 1,796
Fee income.......ccccccevviiiiieie e, 342 o} o} 0 342
Net realized investment gains
[(CER=YS) 2 90 58 ) 146
Other revenues...........cccccevvvvvvnenn, 75 42 o} @) 110
Total revenues....................... 14,672 6,724 75 (20 21,451
Claims and expenses
Claims and claim adjustment
EXPENSES. ..ot e, 8,794 4,331 o} 0 13,125
Amortization of deferred acquisitior
(o701 £ 2,077 1,017 o] o) 3,094
General and administrative expens 2,163 911 19 @) 3,086
Interest expense..........cccccevvvvinnnns 36 o} 240 0 276
Total claims and expenses.... 13,070 6,259 259 @) 19,581
Income (loss) before income
tAXES. oo 1,602 465 (189 (13 1,870
Income tax expense (benefit)......... 361 125 (117 4 365
Net income of subsidiaries............. o} o} 1,581 (1,581 o}
Net income.......cccceveeviiiieennenns $ 1241 % 340 $ 1,514 $ 1599 $ 1,505

(1) Total otherthantemporary impairment (OTTI) for theine months ende®eptembeB0, 20T, and the amounts comprising

OTTI that were recognized in net realized investment géisses)and in other comprehensive income (OCI) were as follows:

total

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Total OTTI 10SSES.....ccevveeeeiereannen. $ 4 $ 7" % o} $ o} $ 1y
OTTI losses recognized in net
realized investment gairflosses, $ B % ™ % 0 $ 0 $ (12
OTTI gainsrecognized in OCI........ $ 1 $ 0 $ 0 $ 0 $ 1
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF INCOME (Unaudited)
For the nine months ended September 30, 2016

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Revenues
Premiums........cccoceeeeiiveeeciiieeeeee e, $ 12,492 $ 5,765 $ o} $ 0 $ 18,257
Net investment income.................. 1,142 524 9 o) 1,675
Fee income.......ccccccevviiiiieie e, 352 o} o} 0 352
Net realized investment gains
(10SSESIV....ooveeeee e 7 39 ) 1 33
Other revenues...........cccecvvvvvvvennnn. 105 28 o} (18 115
Total revenues.............oocuueeee. 14,84 6,356 9 ()] 20,432
Claims and expenses
Claims and claim adjustment
EXPENSES....evvieieiee it e e, 7,710 3,620 o} 0 11,330
Amortization of deferred acquisitior
(o0 1) S W 1,999 973 o] o) 2,972
General and administrative expess 2,191 923 9 a7 3,106
Interest expense...........ccccevvvvvinnns 35 o} 238 o} 273
Total claims and expenses.... 11,935 5,516 247 a7 17,681
Income (loss) before income
TAXES..cee it 2,149 840 (238 0 2,751
Income tax expense (benefit)......... 584 219 (123 o} 680
Net income of subsidiaries............. o] o] 2,186 (2,189 o}
Net income.........oooevvvvivvvvvnnnnns $ 1565 $ 621 $ 2,071 $ (2,189 $ 2,071

(1) Total otherthantemporary impairmentQdTTI) for the nine months ended September 30, 2016, and the amounts comprising total
OTTI that were recognized in net realized investment gains (losses) and in other comprehensive income (OCI) were as follows:

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Total OTTI 10SSES......cevvvevviereanne. $ 189 $ 19 $ o} $ o} $ (39)
OTTI losses recognized in net
realized investment gairflosses, $ 13 3 13 3 0 $ 0 $ (26)
OTTI losses recognized in OCI..... $ B % 5 $ 0 $ 0 $ (10
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME (Unaudited)
For the three months end8eéptembeB0, 2017

Other
(in millions) TPC Subsidiaries TRV Eliminations

Consolidated

Net iNCOME.........ccoveeeieeirieerieen, $ 295 $ 34 $ 302 $ (339 $

293

Other comprehensive income
(loss)
Changes in net unrealized gains «
investment securities:
Having no credit losses recogniz
in the consolidated statement ¢
INCOME....coiiiiiiiiiiiie e o} 47 5 0
Having credit losses recoiged in
the consolidated statement of
INCOME....evvieiiiiiiiieeeeeeivieeeeees 1 1 o} 0
Net changes in benefit plan asset
and obligations...........ccccceeee... o} D (8 o}
Net changes in unrealized foreigr
currency translation................. 61 52 o} 0

(42)

9

113

Other comprehensive hcome
(loss)before income taxes
and other comprehensive
income of subsidiaries.......... 62 5 (©)]
Income tax expengpenefit).......... 12 (11 4

ox Ox

Other comprehensive income
(loss) net of taxes, before
other comprehensivencome
of subsidiaries...................... 50 16 (7 0

59

Othercomprehensivincomeof
subsidiaries.........eeeeeeeeiiiiiiiiens o} o} 66 (66)

Other comprehensiveincome... 50 16 59 (66)

59

Comprehensive income.......... $ 345 % 50 $ 361 $ (409 $

352
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF COMPREHEN SIVE INCOME (Unaudited)
For the three months ended September 30, 2016

Other
(in millions) TPC Subsidiaries TRV Eliminations

Consolidated

Net iNCOME......ccueeeeeeiieeeeeee e, $ 538 $ 213 $ 716 $ (751 $

716

Other comprehensive income
(loss)
Changes in net unrealized gains «
investment securities:
Having no credit losses recogniz
in the consolidated statement ¢
INCOME....coiiiiiiiiiiiie e (323 (137 5 0
Having credit losses recognized
the consolidted statement of
INCOME....evvieiiiiiiiieeeeeeivieeeeees 4 2 o} 0
Net changes in benefit plan asset
and obligations...........ccccceeee... 1 o} 15 o}
Net changes in unrealized foreigr
currency translation................. (13 (18 o} 0

(459

16

(1Y

Other comprehensive income
(loss)before income taxes
and other comprehensive
loss of subsidiaries............... (33) (153 20
Income tax expense (benefit)....... (120 (48 9

ox Ox

(464
(159

Other comprehensive income
(loss), net of taxes, before
other comprehensive loss of
subsidiaries.........ccccceeevnnnnen. (217 (105 11 0

(309

Othercomprehensive loss of
subsidiaries.........eeeeeeeeiiiiiiiiens o} o} (316 316

Other comprehensive loss...... (211 (105 (309 316

(309

Comprehensive income.......... $ 327 $ 108 $ 411 $ (435) $

411
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14. CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND

SUBSIDIARIES, Continued

CONSOLIDATI NG STATEMENT OF COMPREHENSIVE INCOME (Unaudited)

(in millions)

For thenine months ende&eptembeB0, 207

Other
Subsidiaries

TRV

Eliminations Consolidated

Net iNCOMEB.....coeveeiieeeie e,

Other comprehensive income
(loss)

Changes in net unrealized gains «
investment securities:

Having no credit losses recogniz
in the consolidated statement ¢
INCOME.....cvvviiieeieeeeeeeeeeeieeee,

Having credit losses cegnized in
the consolidated statement of
INCOME...ccciiiiiiiiiiiiiiieee e,

Net changes in benefit plan asset
and obligations........................
Net changes in unrealized foreigr
currency translation.................

Other comprehensie income
(loss)before income taxes
and other comprehensive
incomeof subsidiaries..........

Income tax expense.......cccceeeeeene,

Other comprehensive income
(loss), net of taxes, before
other comprehensivencome
of subsidiaries.........ccccceee...

Othercomprehensivincomeof
subsidiaries........coocceeiviiiiiieenee

Other comprehensiveincome...
Comprehensiveincome............

340

1,514

$ (1,590 $ 1,505

389

100

82

@
102

(42)

27

0 429

0 202

492
151

183
38

(15
1

660
190

ox Ox

145

(16)

0 470

486

(486 5

145

470

(486) 470

485

$

1,984

$ (2079 $ 1,975
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND

SUBSIDIARIES, Continued

CONSOLIDATING STATE MENT OF COMPREHENSIVE INCOME (Unaudited)

For the nine months ended September 30, 2016

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Net inComMe........ceveviiiiiiieiiieenns $ 1,565 621 $ 2,071 $ (2,189 $ 2,071
Other comprehensive income:
Changes in net unrealized gains
investment securities:
Having no credit losses recogni:
in the consolidated statement
INCOME....cvviiiiiiiie e, 732 397 9 o] 1,138
Having credit losses recognized
theconsolidated statement of
INCOME...ceiiieiiiiiiiee e 12 11 o} o} 23
Net changes in benefit plan asse
and obligations.............ccccuee.e. 19 20 11 o} 50
Net changes in unrealized foreigt
currency translation................ 106 (69 0 o} 37
Other comprehensive income
before income taxesand
other comprehensive incom
of subsidiaries..................... 869 359 20 o} 1,248
Income tax expense.............c....e. 277 144 10 o} 431
Other comprehensive income
net of taxes, before other
comprehensive income of
subsidiaries...............eeeene. 592 215 10 o} 817
Othercomprehensive income of
subsidiaries.......cccccveveieeeeeeenn. o} o} 807 (807 o}
Other comprehensive income 592 215 817 (807) 817
Comprehensive income.......... $ 2,157 836 $ 2,888 $ (2,993 $ 2,888
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14. CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND

SUBSIDIARIES, Continued

CONSOLIDATING BALANCE SHEET (Unaudited)
At SeptembeB0, 2017

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Assets
Fixed maturities, available for sak fair value
(amortized COStED, 727 ..oevvvrvnieeeeeiieeeeeevvimans $ 42889 $ 19,218 $ 50 $ o) $ 62,157
Equity securitiesavailable for saleat fair value (cost
B509) iireeii e 173 255 173 0 601
Real estattnvestmentS........covvvveveeiiinieniieeneneennns 55 868 o] o) 923
Shortterm SECUNIES. .....uvvirieiiieieeie e 2,936 1,024 1,899 0 5,859
Other iNnVestmeNntS........coveviviiiieeiceee e 2,666 885 1 0 3,552
Total iINVEStMENTS....ccvvvviiiiiiieee e rereeas 48,719 22,250 2,123 0 73,092
(OF2 1] 1 165 214 o) o 379
Investment inComMe acCrued..........cvevevveenernermenenn. 392 170 6 0 568
Premiums receivable..........coovveviiiiiiiiiecinicens 4,938 2,329 0 0 7,267
Reinsurance recoverables.........cccovivveviiiniimcennenns 5,791 2,554 0 0 8,345
Ceded unearned premiumsS. .......ccuueerineeennrennneenn. 612 76 o} o} 688
Deferred acquisition COSLS..........oeeveiiniiiniiimnnenns, 1,880 197 0 6] 2,077
Deferred taxes........vvevuivieiiieeeieiree e (76) 224 95 o} 243
Contractholder receivables............ccocovvvieiniiieennnn, 3,813 944 0 6] 4,757
(€70 Yo 1o 1,7/ 1 | 2,593 1,362 9 3,946
Other ntangible assets.........cccovvvvviiiiiiieeeeiieee, 202 143 o} 0 345
Investment in subsidiaries..........cocovviiiiiiieennns, 0 0 28,036 (28,039 0
Other AaSSEtS......iviviiiiiiiii e, 2,247 91 266 0 2,604
Total ASSELS...vuiviiriiiiiiieieie et $ 71276 $ 30,554 $ 30,526 $ (28,045 $ 104311
Liabilities
Claims and claim adjustment expense reserves.... $ 33,358 $ 16,392 $ o) $ 6] $ 49,750
Unearned premium reServesS........ovevevueverneeeenness 9,225 4,022 0 0 13,247
Contractholder payables............ccoovviiviiiiieannnen. 3,813 944 0 0 4,757
Payables foreinsurance premiums..............c........ 249 174 o} o} 423
D= o) SOOI 693 o 6,228 d 6,921
Other abilitieS......c.ovieiiii e, 3,946 967 562 o) 5,475
Total liabilities ....vveeveeeiiiiee e 51,284 22,499 6,790 o) 80,573
Sharehol dersé equity
Common stock (1,50.0shares authorize@;73.8
sharegssued an@73.7shareutstanding)......... o] 390 22,836 (390 22,836
Additional paidin capital............ccoveveniiiiiiieeneenn. 11,634 6,970 o} (18,609 o}
Retained earnings.........covvvvveiviiiiiceeneieeeeeens 7,989 683 33,108 (8,670 33,110
Accumulated othecomprehensive incom@oss)........ 369 12 (285 (38) (28H
Treasury stock, at cost98.3shares)............c.ccc..... o} 0 (31,923 0 (31,923
Tot al shar ehol.de.r.s.d.. 19,992 8,055 23,736 (28,045 23,738
Tota | l'iabilities and. $71,276 $ 30554 $ 30,526 $ (28,045 $ 104,311
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

14. CONSOLIDATING FINANCIAL STATE MENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES, Continued

CONSOLIDATING BALANCE SHEET (Unaudited)
At December 31, 2016

Other
(in millions) TPC Subsidiaries TRV Eliminations  Consolidated
Assets
Fixed maturitis, available for sale, at fair value
(amortized cost $59,650)........cccevureirnrerinnnnns $ 42,014 $ 18,452 $ 49 $ o} $ 60,515
Equity securities, available for sale, at fair value
(COSEB504). . erm e 169 408 155 o} 732
Real estate iNVeStMENLS........ccuuvvivvreerinieeneennnes 56 872 o} o} 928
Shat-term SeCUNtIeS.......ovvuveeiiii i ceeci e, 2,447 791 1,627 o] 4,865
Other investmentS........coocviiiiiiiiceee e, 2,569 878 1 0 3,448
Total iInvestments.......c.ccevveveeiniiiiiiieeeenn. 47,255 21,401 1,832 o] 70,488
CaSh e e 141 164 2 o} 307
Investment income accrued...........ceevueeennnereennes 441 183 6 o} 630
Premiums receivable...........cooveviiiiiiiiceninenens 4,545 2,177 0 0 6,722
Reinsurance recoverables..........cccovcveviiinivennnne. 5,664 2,623 0 0 8,287
Ceded unearned premiums..........ccuveiernnerenmnnnn. 536 53 o} o} 589
Deferred acquisition COSES...........ovvereeniiiniinannnes 1,741 182 0 0 1,923
Deferred tamS........ccvuvveeriiiiie e, 216 224 25 o} 465
Contractholder receivables...........c.coevveiiniimennns 3,656 953 0 0 4,609
GOOAWIlL ... 2,578 1,002 o} 3,580
Other intangible assets.......c.c.occvevviiiiiiiiceeeneeennn, 202 66 o} o} 268
Investment in subsidiaries.............cccoeiiiiiiinannnns o] 0 27,137 (27,137 o]
Other aSSetS....ccuvviiiiriiiiieieceeee e 1,973 370 34 0 2,377
Total aSSEtS....cvvunieiiieeiiiieei e eeemee e $ 68,948 $ 29,398 $ 29,036 $ (27,137 $ 100,245
Liabilities
Claims and claim adjustment expense reserves... $ 32,168 $ 15,781 $ o} $ o} $ 47,949
Unearned premium reSaIS........ccuveeuvenreenneenanns 8,575 3,754 0 0 12,329
Contractholder payables..........c...cooiveiiiiieeneennn. 3,656 953 o} o} 4,609
Payables for reinsurance premiums................... 156 117 o} o} 273
DEDE. it e 693 o} 5,744 o} 6,437
Other liabilities..........cooeeviiiiiiieee e, 4,106 1,239 82 o} 5,427
Total liabilities .........ccvvveiiiiiei e, 49,354 21,844 5,826 o} 77,024
Sharehol dersé equity
Common stock (1,750.0 shares authorized; 279.€
shares issued and outstanding)..................... o} 390 22,614 (390 22,614
Additional paidin capital..............ccoeeieiiiiiiiieenen. 11,634 6,499 o] (18,133 o}
Retained earnings.........c.cceveeieiieuceneneeieennnes 7,933 797 32,185 (8,719 32,196
Accumulated other comprehensive income (loss) 27 (132 (755 105 (755
Treasury stock, at cost (489.5 shares)................ o} 0 (30,839 o} (30,839
Tot al shar ehuol.d.e.r.s.a. 19,594 7,554 23,210 (27,137 23,221
Tot al l'iabilities .a. $68948 $ 29,398 $ 29,036 $ (27,137 $ 100,245
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND

SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF CASH FLOWS (Unaudited)
For thenine months ende&eptembeB0, 2017

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Cash flows from operating activities
NEet INCOME........oiiiiiiiiciiiee e 1,241 $ 340 $ 1,514 $ (1,590 $ 1,505
Net adjustments to reconcile net income to net ¢
provided by operating activities....................... 975 508 285 (49 1,719
Net cash provided byoperating activities.............. 2,216 848 1,799 (1,639 3,24
Cash flows from investing activities
Proceeds from maturities of fixedatarities............ 4,961 1,618 2 0 6,581
Proceeds from sales of investments:
Fixed maturitieS.......c.coevrveeeeiiiireeeee e 463 397 o} o} 860
Equity SecUrities........cccocvveeviciiieicee e 18 202 120 o} 340
Real estate investments..............ccccceeeeeee o) 23 0 4 23
Other investmentS..........cccccvveeviieiiecceeeennn. 426 190 0 (13 603
Purchases of investments:
Fixed maturitiesS........cooovvveeeeiiiiiceee e (5,906 (2,493 (4) o} (8,403
Equity SecUrities........cccocvveeviciiieiceeniienn. (5) (65 (123 o} (293
Real estatnvestments..........ccccceevvieeeeneen. o} (40 o} 0 (40
Other investments............coccceveiiiiieeeeeenne (305 (87 o} 0 (392
Net purchasesf shortterm securities.................... (488 (230 (272 0 (990
Securities transactions in course of settlement... 18 103 1 o} 122
Acquisition, net of cash acquired........................ o) 25 477 13 (439)
(@101 SR (192 5 0 0 (187)
Net cash used in investing activities.................... (1,010 (352 (753 o} (2,115
Cash flows from financing activities
Treasury ®ockacquired’ share repurchase
AUtNONZAtION. .....cvvii e o} o} (1,028 o} (1,028
Treasury ®ckacquired’ net employee shatfteased
COMPENSALION. ....eeiiiiiiieeiiiieeeeieeeiieee e neieee e o} o} (69 6} (61
Dividends paid to shareholders...........cc.c..ccuveee.. 0 0 (589 0 (589
Payment of deht..........cccoooviiiiiiienee o} 0 (207 o} (207
Issuance of debt.......cccccooiiiiiiiiiiiee o) o) 689 o} 689
Issuance of common stk employee share optiol o) o) 148 6] 148
Dividends paid to parent company............cccee..... (1,189 (454 o} 1,639 o}
Net cash used in financing activities.................... (1,185 (454 (1,048 1,639 (1,048
Effect of exchage rate changes on cash............. 3 8 0 o} 11
Netincreasedecreasein cash..........ccccooveuvvinnennn. 24 50 2 0 72
Cash at beginning gfear...........ccocceeveiivieieeneene 141 164 2 0 307
Cash at end of period............ccccoeeveiiiieeeecnenee. 165 $ 214 $ o) $ o) $ 379
Supplementd disclosure of cash flow information
Income taxes paifteceived)............cccceeeveereieenne. 493 $ 174 $ (200 $ o) $ 467
INterest PaId........ccoeeveeeiiiiecieeee e 40 $ o) $ 177 $ o) $ 217
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14, CONSOLIDATING FINANCIAL STATEMENTS OF THE TRAVELERS COMPANIES, INC. AND
SUBSIDIARIES, Continued

CONSOLIDATING STATEMENT OF CASH FLOWS (Unaudited)
For theninemonths ende&eptember 32016

Other
(in millions) TPC Subsidiaries TRV Eliminations Consolidated
Cash flows from operating activities
NELINCOME....iiiiiiiiieeciee e 1,565 $ 621 $ 2071 $ (2,189 $ 2,071
Net adjustments to reconcile net income to net ci
provided by operating activities....................... 643 92 127 130 992
Net cash provided byoperating activities..............
2,208 713 2,198 (2,056 3,063
Cash flows from investing activities
Proceeds from maturities of fixed maturities......... 4,854 1,788 6 0 6,648
Proceés from sales of investments:
Fixed maturities...........ccooeeieeeieiiicee e 458 405 2 o] 865
Equity SeCUnties.........coccoveeiinieeiiienrieee, 39 32 o} o} 71
Real estate investments.............ccccccveeeeeeee, o] 69 o] o} 69
Other investments.............occcceeeviviieeeeee e 399 170 o} o} 569
Purchases of investments:
Fixed maturities...........ccooceeeeiiiiricecee e, (6,016 (2,979 (20 o} (9,009
Equity SECUNtieS.........covveveeiiiieieereeeiieee, (5) (29 2 o} (36)
Real estatvestments..........ccceeeviveeeiieenn, (2) (29 o} o} (30
Other investments............cocceeeeiiiiieeee e (328 (99 o} o} (422
Net (purchasesjales of shofterm securitis............ (339 366 (162 o] (13H
Securities transactions in course of settlement.... 422 86 3 o} 511
Other.. e (236 4 o} o} (240
Net cash used in investing activities..................... (753 (218 (163 o} (1,139
Cash flows from financing activities
Treasury ®ockacquired share repurchase
AUtNONZAtION. ... o} o} (1,650 o} (1,650
Treasury ®ckacquired’ net employee shatfteased
COMPENSALION.....eeieiiiiiieeiiiee e seeeriee e eeeee e, o} o} (7D o} (7D
Dividends paid to shareholdgr..............ccceeeeunnneee. o} o} (569 o} (569
Payment of deht...........ccoooviiiiiieee o} 0 (400 o} (400
Issuance of debt.......cccccoeiiiiiiiiiiee o] o) 491 o] 491
Issuance of common stockemployee
share Options.........ceeeeviieiiiiiieeeee e o} o} 164 o} 164
Dividends paid to parent company....................... (1,550 (506 o} 2,056 o}
Net cash used in financing activities.................... (1,550 (500 (2,039 2,056 (2,035
Effect of exchange rate changes on cash............ 1 (6) o] o] 5)
Netdecrease in Cash...........oocuuviiiiiiiicecceeeee (99 a7 o] o] (113
Cash at beginning gfear...........ccooceeeiiiivieene s 225 153 2 o} 380
Cash at end of period............ccccoeevieeriieeeccnenee. 131 $ 136 $ $ 0 $ 269
Supplemental disclosure of cash flow informatior
Income taxes paifteceived)............cccceeeveereieenne. 536 $ 206 $ 949 $ 0 $ 648
Interest paid........cccceeeeiviiiiiiieeeeee e 40 $ o} $ 183 $ o} $ 223
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

Item 2 . MANAGEMENTG6S DI SCUSSI ON AND ANALYSIS OF FI NANCI AL
AND RESULTS OF OPERATIONS

The following is a discussion and analysis of then@opany 6 s f i nanci al condition and res
FINANCIAL HIGHLIGHTS
2017 Third Quarter Consolidated Results of Operations

Net income of $293 million, or $1.06 per share basic and $1.05 per share diluted
Net earned premiums of $6.52 bilio

Catastrophe losses of $700 million ($455 million aftet)

Net favorable prior year reserve development of $15 million ($10 million-&fgr
Combined ratio of 103.2%

Net investment income of $588 million ($457 million aftex)

Operatimg cash flows of $1.64 billion

Too Too Too Too Jo Jo I

2017 Third Quarter Consolidated Financial Condition

Total investments of $73.09 billion; fixed maturities and stemn securities comprised 93% of total investments
Total assets of $104.31 billion

Total debt of$6.92 billion, resulting in a delib-total capital ratio of 22.6% (23.3% excluding net unrealized
investment gains, net of tax)

Repurchased 2.6 million common shares for total cost of $328 million and paid $200 million of dividends to
shareholders

Slarehol dersé equity of $23.74 billion

Net unrealized investment gains of $1.55 billion ($1.01 billion af®y

Book value per common share of $86.73

Holding company liquidity of $1.96 billion

ToToToTo  Io o Dode

Realignment of Reportable Business Segments

Effective April 1, 2017and as reported i nQ forithe quaremnded Jurie 80, Fotmy en COmMp any &
results are reported in the following three business segrmdsiness Insurance, Bond & Specialty Insurance and Personal
Insurance, reflecttp a change in the manner ivere beitghacdgedashoéthaCdate) psawelly 6 s
as the aggregation of products and services based on the type of customer, how the business is marketed and the manner |
which risks are underwrittedVh i | e t he segmentation of wasuen cQlaampaendy 6 st hdeo Nt
international businesses, which were previously managed and reported in total within the Business and International
Insurance segmentyere disaggregated by productply among the three newly alignesportablebusiness segmentall

prior periods presented have been reclassified to conform to this presentation.

In connection with these changes, the Company revised the names and descriptions of certain busin@isieg the

Companyd6s segments and hasThe fellowing didciession of selgreent resultd isbased on thé a n ¢
realigned reportable business segment structure effective April 1, 2017.
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CONSOLIDATED OVERVIEW
Consolidated Results of Operations

Three Months Ended Nine Months Ended
September 30, September 30,
(in_ millions, except ratio and per shareamounts) 2017 2016 2017 2016
Revenues
Premiums.....ccceeee e, $ 6,523 $ 6,209 $ 19,057 $ 18,257
Net investment iNCOMe........ccceeeveeeeeeeenennn, 588 582 1,796 1,675
Fee inCoMe.......uvvveeeeeeiiiiieeeecccceeee e 113 116 342 352
Net realized investment gains................. 61 23 146 33
Other revenues..........cc.oovvvvvviviiiicemeeninnnens, 40 31 110 115
Total revenues..........cccevvvvvviiiisveeennnn 7,325 6,961 21,451 20,432
Claims and expenses
Claims and claim adjustment expenses... 4,806 3,856 13,125 11,330
Amortization of deferred acquisition costs 1,059 1,012 3,094 2,972
General and administrative expenses...... 1,045 1,057 3,086 3,106
Interest eXpPense.........cccccvvevrvrieeieennneee, 95 89 276 273
Total claims and expenses................. 7,005 6,014 19,581 17,681
Income before income taxes.............. 320 947 1,870 2,751
Income tax eXpense........ccccvvvveevivieennn. 27 231 365 680
NEet iNCOME........ceeeeevieiiiiee e, $ 293 $ 716 $ 1,505 $ 2,071
Net incomeper share
BaSIC ..o $ 1.06 $ 2.48 $ 5.39 $ 7.09
Diluted......cvveeeeeiiee e $ 1.05 $ 2.45 $ 5.34 $ 7.00
Combined ratio
Loss and loss adjustment expense ratia 72.8% 61.26 68.0% 61.26
Underwriting expense ratiQ............c........ 30.4 31.7 30.7 31.6
Combined ratio.........ccccceeeeeeeeiiiniieennn. 103.26 92.M 98.7% 92.8%
The following disc ussi ons of the Companyds net i ncome -taxnldhsis.s e g me

Discussions of the components of net income and segment income are presenigétar basis, unless otherwise nated
Discussions of net income per commonrehare presented on a diluted basis.

Overview

Diluted net income per share of $1.05 in the third quarter of 2017 decreased by 57% from diluted net income per share of
$2.45 in the same period of 2016. Net income of $293 million in the third quar8&1@fdecreased by 59% from net
income of $716 million in the same period of 2016. The lower rate of decrease in diluted net income per share reflected the
impact of share repurchases in recent periods. The decrease in net income primarily refleatetathenpacts of (i)
significantly higher catastrophe losses, (ii) lower underwriting margins excluding catastrophe losses and prior year reserve
devel opment (Aunderlying underwriting margi nso)pardalyd (i i |
offset by (iv) higher net realized investment gairSatastrophe losses the third quarters of 2017 ar&D16 were $700

million and 89 million, respectively. Net favorable prior yeareservedevelopment in the third quarters of 2017 and 2016

was $15 million and $39 million, respectively. The lower underlying underwriting mapgingrily resulted from the

impacts of(i) a high level of norcatastrophe firegelated losses and (ii) loss cost trends that modestly exceeded earned
pricing, partally offset by (iii) increased business volumes. Partially offsetting this netaprdecrease in income was a
related decrease in income tax expense.

Diluted net income per share d8.84in the first nine months d2017 deaeased by4% from dilutednet income per share of
$7.00 in the same period 8016. Net income of $1.51 billion in the first nine months of 2017 decreased by 27% from net
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income of $2.07 billion in the same period of 2016. The lower rate of decrease in diluted net income per share reflected the
impact of share repurchases in recent periods. The decrease in net income primarily tefieptethx impacts of (i)
significantly higher catastrophe losses, (ii) lower net favorable prior year reserve development and (iii) lower underlying
underwriting margins, partially offset by (iv) higher net investment income and (v) higher net realiestiment gains.
Catastrophe losses in the first nine months of 2017 and 2016 were $1.45 billion and $740 million, respectively. Net
favorable prior year reserve development in the first nine months of 2017 and 2016 was $299 million and $507 million,
repectively. The lower underlying underwriting margins primarily resulted from the impacts of (i) a high level-of non
catastrophe firgelated losses, (i) the timing afgher lossestimatesn personal automobile bodily injury liability coverages

that wee consistent with the higher loss trends recogniadtie latter partof 2016and (iii) loss cost trends that modestly
exceeded earned pricing, partially offset by (iv) increased business volumes. Partially offsetting thisaxetigreease in
incomewas a related decrease in income tax expense. Income tax expense in the first nine months of 2017 was also reducec
by $39 million as a result of the resolution of prior year tax matters in the first quarter of 2017.

The Company has insurance operation€anada, the United Kingdqgrthe Republic of Ireland and throughout other parts

of the world as a cor por aBraeilamdé&admbia, prinérily thtowgly jdirei wentureBecausee | | a
these operations are conducted in local curemnother than the U.S. dollar, the Company is subject to changes in foreign
currency exchange rates-or thethree months and nine monthadedSeptember 302017 and 2016 changes in foreign

currency exchange rat@mpactedreported line items in the séanent of income by insignificant amounts. The impact of

these changesagnot material tothe Compay 6 s n et i n dnocome foraheperiodsrgpareech t

Revenues

Earned Premiums

Earned premiums in thidird quarter of 20T were $.52billion, $314 million or 5% higherthan in the same period of 201
Earned premiums in the firsine months of 207 were $9.06billion, $800 million or 4% higher than in the same period of
2016. In Businesdnsurancegarned premiums inoththe third quarterand first nine months of 2017 increased by 2% over
the same periods of 2016n Bond & Specialtyinsurance, earned premiums in thed quarterand first nine months of 2017
increased by 3% and 2%, respectively, over the same periods of d@P@rsonalnsurance earned premiums iboththe
third quarter and firshine months of 207 increased byl0% over the sameperiods of 206. Factors contributing to the
changes in earned premiums in each segmentismessedn more detail in the segment discussidhat follow.

Net Investment Income

The following table sets forth information regarding the
Three Months Ended Nine Months Ended
September 30, September 30,
(dollars in millions) 2017 2016 2017 2016
Average investment®...................... $ 72,363 $ 70,110 $ 71,577 $ 70,082
Pretax net investment income.......... 588 582 1,796 1,675
After-tax net investment income....... 457 472 1,405 1,353
Average pretax yield® ..................... 3.2% 3.3% 3.3% 3.2%
Average afer-tax yield®................... 2.5% 2. % 2.6% 2.6%

(1) Excludes net unrealized investment gains and losses and reflects cash, receivables for investment sales, payablesibn investme
purchases and accrued investment income.
(2) Excludes net realized andtnmrealized investment gains and losses.

Net investment income in the third quarter of 2017 was $588 million, $6 million or 1% higher than in the same period of
2016. Net investment income in the first nine months of 2017 was $1.80 billion, $121maHi@% higher than in the same
period of 2016.Net investment income from fixed maturity investments in the third quarter and first nine months of 2017
was $469 million an&1.42 billion, respectively, $2tillion and $3 million lower, respectively, thain the same periods of

2016. The decreases primarily resulted from lower lbagn reinvestment rates available in the market, partially offset by
the impact of a slightly highexveragdevel of fixed maturity investments. Net investment income fréworsterm securities

in the third quarter and first nine months of 2017 was $19 million and $43 million, respectively, $12 million and $23 million
higher, respectively, than in the same periods of 20l increases primarily resulted from higher shetminterestrates

and a higher average level of shtmtm investmentsNet investment income generated by 1iiced maturity investments in

the third quarter and first nine months of 2017 was $108 million and $363 million, respectiBtyillgin and$171 million
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higher, respectively, than in the same periods of 2016, primarily due to higher returns from private equity limited
partnerships.

Fee Income

The National Accounts marka@t Business Insurancetsh e pr i mary s our c-aseanlfbusinessdhe €0 mp a n:
million and $10 million decreases in fee income in the third quarter and first nine months of 2017, respectively, compared
with the same @riods of 2016 ardiscussed in the Business Insurance segment discussion that follows

Net Realized Investment Gains

The following table sets forth information regarding the
Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016

Net Realized Investment Gains

Otherthantemporary impairment losses... $ (5) $ 4 $ 12 $ (26)
Other net realized invesent gains.............. 66 27 158 59
Net realized investment gains.............. $ 61 $ 23 $ 146 $ 33

The increases in other net realized investment gains in the third quarter and first nine months of 2017 compared with the
same periods of 2016 were primarily driven by net realizédsgon the sale of equity securities.

Other Revenues

Other revenues in all periods of 2017 and 2016 irediudstallment premium charge®ther revenues in the third quarter of
2017 also included revenues from Simply Business, which was acquiredyustA2017. Other revenues in thiirst nine
monthsof 2017 alsoincluded a gain related to the settlementiakinsurancalisputein the second quarter of 2017.e€5
fiGain Contingenay in note 13of notes to the unaudited consolidated financial statesnimtfurther discussionOther
revenues in the firshine months of 2016 also included proceeds from the favorable settlement of a-id&ited legal
matter in the first quarter of 2016.

Claims and Expenses

Claims and Claim Adjustment Expenses

Claims and claim adjustment expensesgha third quarter of 2017 were $4.81 billion, $950 million or 25% higher than in the
same period of 2016, primarily reflecting the impacts of (i) significantly higher catastrophe losses, (ii) higher volumes of
insured eposures, (iii) loss cost trends, (iv) a high level of 4catastrophe firgelated losses and (v) lower net favorable

prior year reserve development. Catastrophe losses in the third quarter of 2017 primarily resulted from Hurricanes Harvey,
Irma and Mar, as well as wind and hail storms in the Southern region of the United States. Catastrophe losses in the third
quarter of 2016 primarily resulted from hail storms in the Western region of the United States and flooding in the Southeast
region of the Unitd States.

Claims and claim adjustment expengeshe first nine months of 2017 we$3.13billion, $1.80 hllion or 16% higher than

in the same period of 261 primarily reflectingthe impacts of (i) significantly higher catastrophe losses, (ii)drigblumes

of insured exposures, (iii) loss cost trends, (iv) lower net favorable prior year reserve development, (v) a high level of no
catastrophe firgelated losses and (vi) the timing impacthigher losstrendsin personal automobile bodily injufiability
coveragedhat were recognizeth the latter partof 2016 Catastrophe losses in the first nine months of 2017 and 2016
included the third quarter events described above, as well as several winter, wind and hail storms throughout the United
Staes in the first half of both 2017 and 2016.

Factors contributing to net favorable prior year reserve development during the third quarters and first nine months of 2017
and 2016 ardiscussed in more detail in note 6 of notes to the unaudited conedlitzncial statements.

Significant Catastrophe Losses

The following table presents the amount of losses recorded by the Company for significant catastrophes that abeurred in
three months and nine months ended Septembe2@®(, and 2016the amounof net unfavorable (favorable) prior year
reserve development recognizedhe three and nine months ended September 30,8@120% for significant catastrophes

that occurred in 2016 and 2Q018nd the estimate of ultimate losses for those catassopi®eptember 302017 and
December 31, 2@l For purposes of the table, a significant catastrophe is an event for which the Company estimates its
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ultimate losses will be $100 million or more after reinsurance and before taxes.r the Companyds de

catastrophe, 6 heenf7@ Ma ntaog efmMeanrttd sl IDi scussi on and Arsutsysi s

Operations Consol i dat ed O mp a d0gdkBnual Repotaltse updat ed by the Compan

on Form 8K filed on June 20, 2017

Losses Incurred/Unfavorable (Favorable)
Prior Year Reserve Development

Three Months Ended Nine Months Ended
September 30, September 30, Estimated Ultimate Losses
(in millio ns, pre-tax and net of September 30, December 31,
reinsurance) 2017 2016 2017 2016 2017 2016
2015
PCS Serial Number:
681 Winter storm............cc........ $ @ % 0 $ 3 $ 2 3 132 % 129
2016
PCS Serial Number:
2171 Severe wind and hail storn (©)] 1 D 148 149 150
2571 Severe wind and hail storn d 2 9 165 177 168
2017
PCS Serial Number:
2271 Severe wind and hail storn (2 n/a 113 n/a 113 n/a
3271 Severe wind and hail storn 9 n/a 207 n/a 207 n/a
437 Hurricane Harvey.............. 319 n/a 319 n/a 319 n/a
447 Hurricane Irma.................. 242 n/a 242 n/a 242 n/a

n/a: not applicable.

Amortization of Deferred Acquisition Costs

Amortization of deferred acquisition cogtsthe third quarter of 2017 w&4.06 bllion, $47 million or 5% higher than in the
same period of 2016. rAortization of deferred acquisition coststhe first nine months of 2017 w&8.09 billion, $122
million or 4% higher than in the same period of 2016. Amortization of deferred acquisition adistaigsed in more detalil
in the segment discussions thatdoil

General and Administrative Expenses

General and administrative expenseghe third quarter of 2017 were $1.05 billion, $12 million or 1% lower than in the
same period of 2016General and administrative expensethe first nine months of 2017 vwee$3.09 billion, $20 million or
1% lower than in the same period of 2016. General and administrative experdissuem®ed in more detail in the segment
discussions that follow.

Interest Expense
Interest expensim the third quarter and first nine mihs of 2017 was $95 million and $276 million, respectively, compared
with $89 million and $273 million, respectively, in the same periods of 2016.

IncomeTax Expense

Income tavexpensen thethird quarter of 20T was $27 million, $204 million or 88%wer than in the same period of 2016,
primarily reflecting the impact of the6R7 million decrease in income before income taxes inthie quarterof 2017.
Income tax expense in the firsihe months of 20T was 865 million, $315million or 46% lower than in the same period of
2016, primarily reflecting the impact of the881 million decrease in income before income taxes in therfiret months of
2017 and the $39 million reduction in income tax expense resulting thhemesolution of prior yeaax mattersn the first
quarter of 2017.

The Companyo6ts effective tax rate was 8% and 24% in the
effective tax rate was 20% and 25% in the first nine months of 2017 and 2016, respectivebffedine tax rates in all
periods were lower than the statutory rate of 35% primarily due to the impact-ekdapt investment income on the
calculation of the Companyds income tax provi ofi2Zeldwas | n
reduced by the impact of the resolution of prior year tax matters discussed above.
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Combined Ratio

The combinedratio of 103.2%in the third quarter 02017 was 10.3 points higher than the combined ratio of 92.9% in the
same period of 2016The combinedratio 0f98.7%in the first nine months d2017 was 5.9 points higher than the combined
ratio of 2.8% in the same period of 2016.

Theloss and loss adjustment expense ratig2.8%in thethird quarter of 20T was11.6pointshigherthanthe loss and loss
adjustment expense ratio of 61.2%tie same period of 2016Catastrophe lossegcounteddr 10.5points andl.4 pointsof

the 2017 and 2016 third quarter loss and loss adjustment expense restiectively Net favorable prior year reserve
development in the third quarters of 2017 and 2016 provided 0.3 points and 0.6 points of beretiyedgpto the loss and

loss adjustment expense ratidhe 207 third quarterloss and loss adjustment expense ratio excluding prior year reserve
devel opment and catastrophe |1 osses (i was?.2 pdint ihiegthantbes s an.
2016 ratio on the same basgigrimarily reflecting the impacts of (§ high level of noscatastrophe firgelated losses and (i)

loss cost trends that modestly exceeded earned pricing..

Theloss and loss adjustment expense rafi68.0%in thefirst nine monthf 2017 was 6.8 pointshigherthanthe loss and

loss adjustment expense ratio of 61.2%ha same period of 2016 Catastrophe lossesccounted fof7.5 points and4.1

points of the 2017 and 2016 nirmaonth loss and loss adjustmezxpense ratiosrespectively Net favorable prior year

reserve development in the first nine months of 2017 and 2016 provided 1.6 points and 2.8 points of benefit, respectively, to
the loss and loss adjustment expense rafioe underlyingloss and los adjustment expense ratiothe first nine months of
2017was?2.2 pointshigherthan the 2@6 ratio on the same basigrimarily reflecting (i) a high level of necatastrophe fire

related losseqii) the tenure impact of higher levels of new businesgcent years in the Personal Automobile product line

(i) the timing of higher losestimatesn personal automobile bodily injury liability coverages that weesistent with the

higher loss trendeecaynized in the latter part of 2016 and (iv) thepiact of loss cost trends that modestly exceeded earned
pricing.

The underwriting expense ratio 80.4% for the third quarter of 2017 wds3 points lower than the underwriting expense
ratio of 31.7% in the same period of 2016. In the first nine nsooitl2017, the underwriting expense ratiB0f®6 was0.9
points lower than the underwriting expense ratio of 31.6% in the same period of P@&@leclines in both periods of 2017
primarily reflected the impacts of (i) higher levels of earned premiundgig lower general and administrative expenses.

Written Premiums
Consolidated gross and net written premiums were as follows:

Gross Written Premiums

Three Months Ended Nine Months Ended
September 30, September 30,

(in millions) 2017 2016 2017 2016
Business Insurance..............ccceeeeeeeeee $ 3,787 $ 3,752 $ 11,852 $ 11,731
Bond & Specialty Insurance............... 632 618 1,853 1,784
Personal Insurance.............cccceeeeeeee 2,644 2,428 7,303 6,683

o] = | $ 7,063 $ 6,798 $ 21,008 $ 20,198

Net Written Premiums

Three Months Ended Nine Months Ended
September 30, September 30,

(in millions) 2017 2016 2017 2016
Business Insurance..............ccceeeeeeeee $ 3,434 $ 3,388 $ 10,833 $ 10,620
Bond & Specialty Insurance............... 611 600 1,753 1,692
Personal Insurance.............cccceeeeeeee 2,615 2,401 7,209 6,588

Total cuvveeieieieeeeee $ 6,660 $ 6,389 $ 19,795 $ 18,900

Grosswritten premiums irboth the third quarterand first nine months a2017 increased by 4% over the sameiqus of

2016. Netwritten premiums irthe third quarter andirst nine monthof 2017 increased by 4% and 5%, respectively, over

the same periods of 2016. Factors contributing to the changes in gross and net written premiums in each segment are
discussedn more detail in the segment discussions that follow.

47



THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES

MANAGEMENTO®S DI SCUSSI ON AND ANALYSI S, Continu
RESULTS OF OPERATIONS BY SEGMENT
Businessinsurance

Results of Business Insurance were as follows:

Three Months Ended Nine Months Ended
September30, September30,
(dollars in millions) 2017 2016 2017 2016
Revenues
Earned premiums...........cc...ccovveeenne. $ 3,576 $ 3,497 $ 10,509 $ 10,350
Net investment income.................... 437 431 1,337 1,234
Fee income.......ccooeeveeveiveeiiciieeeeenn, 108 111 329 340
Other revenues.........ccocoeevvvveeeeerienee, 19 7 43 45
Total revenues...........cooeevveeeeeeiines $ 4,140 $ 4,046 $ 12,218 $ 11,969
Total claims and expenses................. $ 4,069 $ 3,487 $ 11,007 $ 10,307
Segment iNCOME........ccevvverieeiieereene, $ 105 $ 433 $ 976 $ 1,281
Loss and loss adjustmesxpense ratio.. 78.1% 63.9%6 69.1% 63.9%
Underwriting expense ratia................. 31.7 32.6 31.9 324
Combined ratio...........ccccvveeeeeeennn. 109.8% 96.1% 101.0% 95.9%
Overvew

Segment income in the third quarter of 2017 was $105 million, $328 million or 76% lower than segment income of $433
million in the same period of 2016, primarily reflecting the-faoe impacts of (i) significantly higher catastrophe losses and

(i) lower underlying underwriting margins. Catastrophe losses in the third quarters of 2017 and 2016 were $489 million and
$74 million, respectively. Net favorable prior year reserve development in the third quarters of 2017 and 2016 was $9 millio
and $4 milli;, respectively. The lower underlying underwriting margins primarily resulted from the impacts of (i) a high
level of noncatastrophe firgelated losses and (ii) loss cost trends that modestly exceeded earned pricing. Partially offsetting
this net pretax decrease in segment income was a related decrease in income tax expense.

Segment income in the first nine months of 2017 was $976 million, $305 million or 24% lower than segment income of $1.28
billion in the same period of 2016, primarily reflectitige pretax impacts of (i) significantly higher catastrophe losses and

(ii) lower underlying underwriting margins, partially offset by (iii) higher net investment income. Catastrophe losses in th
first nine months of 2017 and 2016 were $805 million &889 million, respectively. Net favorable prior year reserve
developmentin the first nine months of 2017 and 2016 w95 million and $203 million, respectively. The lower
underlying underwriting margins primarily resulted from the impacts of (i) b legel of norcatastrophe fireelated losses

and (ii) loss cost trends that modestly exceeded earned pricing. Partially offsetting this-tagt geerease in segment
income was a related decrease in income tax expénseme tax expense the firstnine months of 2017 was also reduced

by $15 million as a result of the resolution of prior year tax matters in the first quarter of 2017.

Revenues

Earned Premiums

Earned premiums in the third quarter of 2017 were $3.58 billion, $79 million or 2%r higirein the same period of 2016.
Earned premiums in the first nine months of 2017 were $10.51 billion, $159 million or 2% higher than in the same period of
2016.

Net Investment Income

Net investment income in the third quarter of 2017 was $437 mil6é million or 1% higher than in the same period of

2016. Net investment income in the first nine months of 2017 was $1.34 billion, $103 million or 8% higher than in the same
period of 2016. Refer to the fANatebdnResuméest ofnOpmeat se
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for a description of the factors contributing to the increasésine Companydés consolidated net

guarter and first nine months of 2017 compared with the same periods of 2016. In addition, refer to note 2 of notes to the
consolidated financi al statememtss uipatked GCygmpory CoMPpah§
Form8K f il ed on June 20, 2017 for a discussion of the Comp

Fee Income

National Accounts is the primary source of fee incoffee income in the third quar of 2017 was $108 million, $3 million

or 3% lower than in the same period of 2016. Fee income in the first nine months of 2017 was $329 million, $11 million or
3% lower than in the same period of 2016. The decrease in both periods primarily réfleeteserviced premium volume

due to the depopulation of workersdéd compensation residua

Other Revenues

Other revenues in all periods of 2017 and 2016 included installment premium charges. Beginning in the third quarter of
2017, other revaues also included revenues from Simply Business, which was acquired in August@#&7 revenues in

the first nine monthof 2017alsoincluded a gain related to tlettlement of a reinsurance dispute in the second quarter of
2017. SeefiGain Contingacyo in note 13of notes to the unaudited consolidated financial statements for further discussion
Other revenues in the first nine months of 2016 also included proceeds from the favorable settlement ofeatkintesgal

matter in the first quartesf 2016.

Claims and Expenses

Claims and Claim Adjustment Expenses

Claims and claim adjustment expenses inttiivel quarter of 2017 were2b85billion, $573million or 25% higher than in the
same period of 2016, primarily reflecting the impacts o$i@hificantly higher catastrophe losses, Is cost trendgiii) a
high level of norcatastrophe fireelated losses and (iv) higher volumes of insured exposures.

Claims and claim adjustment expenses infitts¢ nine monthof 2017 were $.42billion, $687 million or 10% higher than
in the same period of 2016, primarily reflecting the impact§) &fignificantly higher catastrophe lossé$), loss cost tends,
(iii) higher volumes of insured exposures and (iv) a high level otatastrophe fe-related losses.

Factors contributing to net favorable prior year reserve development duritigrthguarters andirst nine monthsof 2017
and 2016 are discussed in more detail in note 6 of notes to the unaudited consolidated financial statements.

Amortization of Deferred Acquisition Costs

Amortization of deferred acquisition cogtsthe third quarter of 2017 w&s79million, $16 million or 3% higher than ithe

same period of 2@l Amortization of deferred acquisition coststhe first nine moths of 2017 wa$1.70 bllion, $38

million or 2% higher than in the same period of 2016. The increases in both periods of 2017 were generally consistent with
the increases in earned premiums.

General and Administrative Expenses

General and administrag expenses ithe third quarter 02017 were$643 nillion, $7 million or 1% lower than in the same
period of 2016. General and administrative expenses in the first nine months of 2017 were $1.89 billion, $25 million or 1%
lower than in the same period 2016.

Income Tax ExpengBenefit)

The ncome taxbenefitin the third quarter of 20T was $(34) million, compared with income tax expense of $126 million in
the same period of 2016rimarily reflecting theimpact of the$488 million decrease in incoebefore income taxes in the
third quarterof 2017. Income tax expense in the firshe months of 207 was $£35million, $146million or 38% lowerthan

in the same period &016, primarily reflecting the impact of thed$1 million decrease in income ek income taxes in the
first nine months of 20T and the $15 million reduction in income tax expense resulting thhermesolution of prior year tax
mattersin the first quarter of 2017.

Combined Ratio

The combined ratio of 109.8% in the third quarte£017 was 13.7 points higher than the combined ratio of 96.1% in the
same period of 2016The combined ratio of 101.0% in the first nine months of 2017 was 5.1 points higher than the
combined ratio of 95.9% in the same period of 2016.
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The loss and loss adjustment expense ratio of 78.1% in the third quarter of 2017 was 14.6 points higher than the $oss and los
adjustment expense ratio of 63.5% in the sam@@ef 2016. Catastrophe losses in the third quarter@f7 and 2016
accounted for 13.points and 2.1 points, respectively, of the loss and loss adjustment expensheafavorable prior year

reserve development in the third quarters of 201722 provided 0.3 points and 0.1 points of benefit to the loss and loss
adjustment expense ratio, respectively. The 2017 third quarter underlying loss and loss adjustment expense #atio was 3.
points higher than the 2016 ratio on the same basis, primefiéctingthe impacts of (ia high level ohon-catastrophdire-

related losseand (ii) loss cost trends that modestly exceeded earned pricing.

The loss and loss adjustment expense ratio of 69.1% in the first nine months of 2017 was 5.6 pointshigieldoss and

loss adjustment expense ratio of 63.5% in the same period of ZHtEstrophe losses in the first nine monthg@i7 and

2016 accounted for 7 goints and 3.8 points of the loss and loss adjustment expense ratio, respeblatefiguorable prior

year reserve development in the first nine months of 2017 and 2016 provided 1.9 points and 2.0 points of benefit,
respectively, to the loss and loss adjustment expense fidi®underlying loss and loss adjustment expense ratio in the first
nine months of 2017 was7lpoints higher than the 2016 ratio on the same basis, primarily refléotnmpacts of (ip high

level of non-catastrophdire-related losseand(ii) loss cost trends that modestly exceeded earned pricing.

The underwritig expense ratio of 31.7% for the third quarter of 2017 was 0.9 points lower than the underwriting expense
ratio of 32.6% in the same period of 2016.the first nine months of 2017, the underwriting expense ratio of 31.9% was 0.5
points lower than the wierwriting expense ratio of 32.4% in the same period of 2016.

Written Premiums

Busi ness | ns unmeawnitter pdesniurgsrby masket avaredas follows:
Gross Written Premiums
Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016

Domestic:

Select Accounts.............cceeeeeee $ 668 $ 673 $ 2,155 $ 2,138

Middle Market............ccceeeeeernnnnn. 1,991 1,927 6,157 5,898

National Accounts....................... 370 381 1,177 1,292

National Property and Other....... 517 541 1,499 1,575

Total DomestiC........ccceeevvevennn... 3,546 3,522 10,988 10,903

International.........cccoovevieieiiiiiiieeen. 241 230 864 828

Total Business Insurance....... $ 3,787 $ 3,752 $ 11,852 $ 11,731

Net Written Premiums
Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016

Domestic:

Select Accounts...........ccceeeeeeeee. $ 664 $ 657 $ 2,139 $ 2,090

Middle Market..........ccoceeeervennnnn... 1,896 1,824 5,893 5,628

National Accounts.............c.uuv..ee. 244 245 751 799

National Property and Other........ 428 454 1,310 1,385

Total DomestiC........ccceeeeveevnnnenns 3,232 3,180 10,093 9,902

International.........cccooeviiiiiiiiiiceene, 202 208 740 718

Total Business Insurance........ $ 3,434 $ 3,388 $ 10,833 $ 10,620

Gross writen premiums in both the third quarter and first nine months of 2017 increased by 1% over the same periods of
2016. Net written premiums in the third quarter and first nine months of 2017 increased by 1% and 2%, respectively, over
the same periods of 261
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Select AccountsNet written premium®f $664 million and $2.14 billion in the third quarter and first nine months of 2017,
respectively, increased dy6 and 2%, respectively, over the same periods of 2016. Business retention rates remained strong
in the third quarter and first nine months of 2017. Renewal premium changes in the third quarter and first nine months of
2017 remained positive but were lemthan in the same periods of 2016. New business premiums in the third quarter and
first nine months of 2017 increased over the same periods of 2016.

Middle Market. Net written premiumf $1.90 billion and $5.89 billion in the third quarter andtfmsie months of 2017,
respectively, increased by 4% and 5%, respectively, over the same periods of 2016. Business retention rates remained stron
in the third quarter and first nine months of 2017. Renewal premium changes in the third quarter aime firginths of

2017 remained positive and were higher than in the same periods of 2016. New business premiums in the third quarter of
2017 increased over the same period of 2016, while new business premiums in the first nine months of 2017 decreased from
the same period of 2016.

National Accounts Net written premium®f $244 million in the third quarter of 2017 were comparable with the same period

of 2016, and net written premiums of $751 million in the first nine months of 2017 decreased by 6¥#efgamé period of

2016. Business retention rates remained strong in the third quarter and first nine months of 2017. Renewal premium changes
in the third quarter of 2017 were slightly negative, compared with positive in the same period of 2016. Resreiuah

changes in the first nine months of 2017 remained slightly positive but were lower than in the same period dfe2016.
businesgpremiums in the third quarter and first nine months of 2017 decreased from the same periods of 2016.

National Propety and Other. Net written premiumsf $428 million and $1.31 billion in the third quarter and first nine
months of 2017, respectively, decreased by 6% and 5%, respectively, from the same periods &uadidss retention

ratesin the third quarter andirst nine months of 20T declined from the same periods of 20Renewal premium changes

in the third quarter of 2017 remained positive but were lower than in the same period of 2016, while renewal premium
changes in the first nine months of 2017 reredipositive and were higher than in the same peridaD16. New business
premiums in the third quarter and first nine months of 2017 decreased from the same periods of 2016.

International. Net written premiums of 202 million in the third quarter of @7 decreased by 3% from the same period of

2016, primarily due to reinsurance reinstatement premiums resulting from catastrophe losses in the third quarter of 2017. Ne
written premiums o740 million in the firstnine months of 207 increased bB% over the same period of 261 driven by

the Companydés operations at LIl oydoés.

Bond & Specialty Insurance

Results of Bond & Specialty Insurance were as follows:

Three Months Ended Nine Months Ended
September30, September30,
(dollars in millions) 2017 2016 2017 2016
Revenues
Earned premiums.........cccccvvvvereennn, $ 591 $ 573 $ 1,721 $ 1,684
Net investment income.................. 57 59 174 177
Other revenues...........ccccceeeeeennn.. 5 5 16 14
Total revenues............ccoeeeveeeenn, $ 653 $ 637 $ 1,911 $ 1,875
Total claims and expenses............... $ 462 $ 407 $ 1,303 $ 1,101
Segment iNCOME.........ceveeiveeeriiienans $ 136 $ 165 $ 444 $ 540
Loss and loss adjustmegpense ratic 39.5% 32.0% 36.8% 26.8%
Underwriting expense ratia............... 38.2 38.6 38.7 38.2
Combined ratio.........cccevvveeeeeennnn. 77. 0% 70.6% 75.32% 65.0%
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Overview

Segmentncomein the third quarter of 2017 was $136 millidd29 million or 18% lower than segment income of $165
million in the same period of 2016, primarily reflecting the-fave impact of lower net favorable prior year reserve
development.Net favorable prior year reserve developmenrthim third quarters of 2017 add16was$6 million and $46

million, respectively. Catastrophe losses in the third quarters of 2017 and 2016 were $6 million and $1 million, respectively.
Partially offsetting this net priax decrease in segment income was a related decrease in tazogmpense.

Segmenincomein the first nine months of 2017 was $444 milli@6 million or 18% lower than segment income of $540
million in the same period of 2016, primarily reflecting the-fave impact of lower net favorable prior year reserve
dewelopment. Net favorable prior year reserve developmenthin first nine months of 2017 and 2046s$98 million and

$271 million, respectively.Catastrophe losses in the first nine months of 2017 and 2016 were $8 million and $5 million,
respectively. Partially offsetting this net préax decrease in segment income was a related decrease in income tax expense.
Income tax expense in the first nine months of 2017 was also reduced by $17 million as a result of the resolutionasf prior ye
tax matters in th first quarter of 2017.

Revenues

Earned Premiums

Earned premiums in the third quarter of 2017 were $591 million, $18 million or 3% higher than in the same period of 2016.
Earned premiums in the first nine months of 2017 were $1.72 billion, $37 nolti@% higher than in the same period of
2016.

Net Investment Income

Net investment income in the third quarter of 2017 was $57 million, $2 million or 3% lower than in the same period of 2016.
Net investment income in the first nine months of 2017 $4a&1 million, $3 million or 2% lower than in the same period of
2016. Included inBond & Specialtyinsurance are certain legal entities whose invested assets and related net investment
income are reported exclusively in this segment and not allocatedgaatiobusiness segments. As a result, reported net
investment income iBond & Specialtylnsurance reflects a significantly smaller proportion of allocated net investment

i ncome, i ncludi ng t hafiked matuotyinveshments Ghatnegpamoeyd ars incneasen in investment

income inthe third quarter and first nine months of 2017 as compared with the same periods.oR@f6er t o t he
l nvest ment Il ncomeodo section of AfConsolidated FRases inlthtes of
Companyb6s consolidated net investment income in the thir
periods of 2016. I n addition, refer to note 2 ofuahotes
Report as updated by the CHmpahgdso@Guiduert 2Rep @Ol 70 oFo R

net investment income allocation methodology.
Claims and Expenses

Claims and Claim Adjustment Expenses

Claims and claim adjustmeexpenses in thinird quarter of 20T were £36 million, $50 million or 27% higherthan in the
same period of 2@l primarily reflectinglower net favorable prior year reserve developmedlaims and claim adjustment
expenses in thérst nine monthf 2017 were $637 million, $179 million or 39% higher than irthe same periodf 2016,
primarily reflecting lower net favorable prior year reserve development.

Factors contributing to net favorable prior year reserve development durirthirthequarterof 2016 and thdirst nine
monthsof 2017 and 2016 are discussed in more detail in note 6 of notes to the unaudited consolidated financial statements.

Amortization of Deferred AcquisiticBosts

Amortization of deferred acquisition coststhe third quaer of 2017 wa$111 million, $2 million or 2% higher than in the
same period of 2016. rAortization of deferred acquisition coststhe first nine months of 2017 w&822 million, $7
million or 2% higher than in the same period of 2016. The increadssthperiods of 2017 were generally consistent with
the increases in earned premiums.
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General and Administrative Expenses

General and administrative expessethe third quarter 02017 were$115 nillion, $3 million or 3% higher than in the same
period of 2016. General and administrative expenses in the first nine months of 2017 were $344 million, $16 million or 5%
higher than in the same period of 2018he increases in both periods of 2017 primarily reflected higher employee and
technology related expenses.

Income Tax Expense

Income tax expense the third quarter 02017 was %5 million, $10 million or 15% lower than ithe same period 02016,

primarily reflecing the impact of the $39 million decrease in income before income taxes in the third quarter of 2017.
Income tax expense the first nine months d2017 was $.64 million, $70 million or 30% lower than ithe same period of

2016, primarily reflecing the impact of the $166 million decrease in income before income taxes in the first nine months of
2016 and the $17 million reduction in income tax expense in the first nine months of 2017 resulting from the resolution of
prior year tax matters ithe first quarter of 2017.

Combined Ratio

The combined ratio of 77.7% in the third quarter of 2017 was 7.1 points higher than the combined ratio of 70.6% in the same
period of 2016.The combined ratio of 75.3% in the first nine months of 2017 wasptixss higher than the combined ratio

of 65.0% in the same period of 2016.

The loss and loss adjustment expense ratio of 39.5% in the third quarter of 2017 was 7.5 points higher than the loss and loss
adjustment expense ratio of 32.0% in the same peridD16. Net favorable prior year reserve development in the third
quarters of 2017 and 2016 provided 0.9 points and 8.1 points of benefit, respectively, to the loss and loss adjustreent expens
ratio. Catastrophe losses in the third quarters of 20172846 accounted for 0.9 points and 0.2 points, respectively, of the

loss and loss adjustment expense rafibe 2017 third quarter underlying loss and loss adjustment expense ratio was 0.4
points lower than the 2016 ratio on the same basis.

The loss ad loss adjustment expense ratio of 36.6% in the first nine months of 2017 was 9.8 points higher than the loss and
loss adjustment expense ratio of 26.8% in the same period of 2EtGavorable prior year reserve development in the first

nine months of @17 and 2016 provided 5.7 points and 16.1 points of benefit, respectively, to the loss and loss adjustment
expense ratio.Catastrophe losses in the first nine months of 2017 and 2016 accounted for 0.5 points and 0.3 points,
respectively, of the loss andss adjustment expense ratibhe underlying loss and loss adjustment expense ratio in the first
nine months of 2017 was 0.8 points lower than the 2016 ratio on the same basis.

The underwriting expense ratio of 38.2% in the third quarter of 2017 wagoints lower than the underwriting expense
ratio of 38.6% in the same period of 2016.the first nine months of 2017, the underwriting expense ratio of 38.7%.&as
points higher than the underwriting expense ratio82% in the same period of 2016

Written Premiums
The Bond & Specialty I nsurance segmentédés gross and net w

Gross Written Premiums

Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016
Domestic:
Management Liability..................... $ 374 $ 365 $ 1,071 $ 1,041
SUretY...cooiieeee e 218 215 641 624
Total DomestiC........cccvvveeeereennnnn.. 592 580 1,712 1,665
International........ccoovveveeiiiiieieeeeennn, 40 38 141 119
Total Bond & Specialty
INSUFANCE .....vveeeeeeeeeeeeeeeeeeeeen, $ 632 $ 618 $ 1,853 $ 1,784
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Net Written Premiums

Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016
Domestic:
Management Liability..................... $ 359 $ 354 $ 1,030 $ 1,010
SUretY...coiieeee e 212 212 597 584
Total DOmeStiC.......cccevvvveerivnnnnn. 571 566 1,627 1,594
International............ccocvveeviiiiiviemennnnn. 40 34 126 98
Total Bond & Specialty
INSUFANCE.......coeeeeeeeiiiiieeieeee, $ 611 $ 600 $ 1,753 $ 1,692

Gross and net written premiums in the third quarter of 2017 both increased by 2% over the same period of 2016. Gross and
net written premiums in the first nine months of 2017 both increased by 4%heveame period of 2016.

Domestic. Net written premiumsf $571 million and $1.63 billion in the third quarter and first nine months of 2017,
respectively, increased by 1% and 2%, respectively, over the same periods of 2016. Excluding the sofrbtysiimess, for

which the following are not relevant measures, business retention rates remained strong in the third quarter and first nine
months of 2017. Renewal premium changes in the third quarter of 2017 remained positive and were slighthahigher th

the same period of 2016. Renewal premium changes in the first nine months of 2017 remained positive and were comparable
with the same period of 2016. New business premiums in the third quarter and first nine months of 2017 were comparable
with thesame periods of 2016.

International. Net written premiumsf $40 million and $126 million in the third quarter and first nine months of 2017,
respectively, increased by 18% and 29%, respectively, over the same periods of 2016, driven by increaddsitedth
Kingdom and Canada.

Personallnsurance

Results of Personal Insurance were as follows:

Three Months Ended Nine Months Ended
September30, September30,
(dollars in millions) 2017 2016 2017 2016
Revenues
Earned pemiums..........cccceeeevnenns $ 2,356 $ 2,139 $ 6,827 $ 6,223
Net investment income................... 94 92 285 264
Fee inCome........ccoeevevvevieeeeiieeeee, 5 5 13 12
Other revenues.............cooevveveevvvnee, 14 16 45 47
Total revenues...........occevvveeeeenn. $ 2,469 $ 2,252 $ 7,170 $ 6,546
Total claims andexpenses................. $ 2,372 $ 2,023 $ 6,972 $ 5,977
Segment iNCOMe..........ccceeeeeevvvieeeene. $ 77 $ 163 $ 178 $ 410
Loss and loss adjustmesxpense ratio. 73.2% 65.2% 74.2% 66.59%
Underwriting expense ratia................ 26.6 28.3 26.9 28.5
Combined ratio........cccoeeeeeeeenennn. 99.%6 93.%% 101.%%6 95.0%
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Overview

Segment income in the third quarter of 2017 was $77 million, $86 millior3&s Bwer than segment income of $163
million in the same period of 2016, primarily reflecting the-fae impacts of (i) significantly higher catastrophe losses,
partially offset by (ii) higher underlying underwriting margin€atastrophe losses in tiisird quarters of 201 and 205

were $05 nillion and $L4 million, respectively. There was no net prior year reserve development in the third quarter of
2017, compared withat unfavorable prior year reserve developmeh®11l millionin thesame period 02016. The higher
underlying underwriting margins primarily resulted from the impact of increased business volumes. Partially offsetting this
net pretax decrease in segment income was a related decrease in income tax expense.

Segment income in the $ir nine months of 2017 was $178 million, $232 million or 57% lower than segment income of $410
million in the same period of 2016, primarily reflecting the-faoe impacts of (i) significantly higher catastrophe losses, (ii)

lower underlying underwriting argins and (iii) lower net favorable prior year reserve development, partially offset by (iv)
higher net investment income. Catastrophe losses in the first nine months of 2017 and 2016 were $637 million and $346
million, respectively.Net favorable prioyear reserve developmenttime first nine months of 2017 and 204:6s$6 million

and $33 million, respectivelyThe lower underlying underwriting margins primarily resulted from the impacts of (i) normal
variability in noncatastrophe weatheelated Isses and (ii) the timing dfigher lossestimatesn personal automobile bodily

injury liability coveragegshat were consistent with the higher loss trends recogmizéek latter partof 2016 partially offset

by (iii) increased business volumes. Pdistiaffsetting this net preéax decrease in segment income was a related decrease in
income tax expense. Income tax expense in the first nine months of 2017 was also reduced by $7 million as a result of the
resolution of prior year tax matters in the fiigeiarter of 2017.

Revenues

Earned Premiums

Earned premiums in the third quarter of 2017 were $2.36 billion, $217 million or 10% higher than in the same period of 2016.
Earned premiums in the first nine months of 2017 were $6.83 billion, $604 nalid@% higher than in the same period of

2016. The increases in both periods primarily reflected the impact of increases in net written premiums over the preceding
twelve months.

Net Investment Income
Net investment income in the third quarter of 20das $94 million, $2 million or 2% higher than in the same period of 2016.
Net investment income in the first nine months of 2017 was $285 million, $21 million or 8% higher than in the same period

of 2016. Refer to the ANet AiCovneol meat ednRewedtseotfi @Opecd
description of the factors contributing to the increase
quarter and first nine months of 2017 compared with the same pefi@@d®. In addition, refer to note 2 of notes to the

consolidated financi al statements in the Companyds 2016

Form8K f il ed on June 20, 2017 for a di esalacaienimetimdomdy. t he Co mp

Other Revenues
Other revenues in the third quarters and first nine months of 2017 and 2016 primarily consisted of installment premium
charges.

Claims and Expenses

Claims and Claim Adjustment Expenses

Claims and claim adjustent expenses in thhird quarter of 20T were $.72billion, $327 million or 23% higherthan in the
same period of 2@l primarily reflecting the impacts df) significantly higher catastrophe losses, (ii) higher volumes of
insured exposures and (iipds cost trends.

Claims and claim adjustment expenses in the fliirst months of 207 were %.07 billion, $929 million or 22% higherthan
in the same period of 261 primarily reflecting the impacts ofi) higher volumes of insured exposures, (ii) f@gh
catastrophe losses, (iii) loss cost trends, (iv) normal variability incatastrophe weatheelated losses, (v) the timing of
higher lossestimatesn personal automobile bodily injury liability coveragbsit were consistent with the higher lossitte
recognizedn thelatter partof 2016and (vi) lower net favorable prior year reserve development.

Factors contributing to net prior year reserve development duringhtite quarter andirst nine monthsof 2016 are
discussed in more detail int@o6 of notes to the unaudited consolidated financial statements.
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Amortization of Deferred Acquisition Costs

Amortization of deferred acquisition costs in thed quarter of 2017 was $369 million, $29 million or 9% higher than in the
same period of 2016. Amortization of deferred acquisition costs in the first nine months of 2017 was $1.07 billion, $77
million or 8% higher than in the same period of 2016 e Tritreases in both periods of 2017 were generally consistent with
the increases in earned premiums.

General and Administrative Expenses

General and administrative expensethi third quarter 02017 were$280 million, $7 million or 2% lower than ithe same

period of 2016. General and administrative expenses in the first nine months of 2017 were $830 million, $11 million or 1%
lower than in the same period of 2016.

Income Tax Expense

Income tax expense the third quarter 02017 was 0 million, $46 million or 70% lower than ithe same period 02016,
primarily reflectng the impact of the $132 million decrease in income before income taxes in the third quarter of 2017.
Income tax expense the first nine months d2017 was £0 million, $139million or 87% lower than irthe same period of

2016, primarily reflectng the impact of the $371 million decrease in income before income taxes in the first nine months of
2016 and the $7 million reduction in income tax expense in the first nine mon2@d dfresulting from the resolution of

prior year tax matters in the first quarter of 2017.

Combined Ratio

The combinedratio 0f99.7%in the third quarter 02017 was 6.2 points higher than the combined ratio of 93.5% isdhee
period of 20B. The canbined ratio 0fL01.2% in the firstnine months of 20T was6.1 pointshigherthan the combined ratio
of 95.0% in the same period of 261

The loss and loss adjustment expense &tio3.1%in thethird quarter of 20T was7.9 pointshigherthanthe less and loss
adjustment expense ratio of 65.2%le same period of 2016Catastrophdéosses accounted for 8.4 points and 0.6 points of
the loss and loss adjustment expense ratidbeamhird quarter 0f2017 and 2.6, respectively.Net unfavorable prioyear
reserve development in the third quarter of 2016 accounted for 0.5 points of the loss and loss adjustment expEhnee ratio.
2017 third quarterunderlyingloss and loss adjustmeexpense ratio waB.6 pointshigherthan the 206 ratio on the same
basis.

The loss and loss adjustment expense K&tiod.2%in thefirst nine monthof 2017 was 7.7 pointshigherthanthe loss and

loss adjustment expense ratio of 66.5%ha same period of 2016 Catastrophdosses accounted for 9.2 points and 5.5
points of the loss and loss adjustment expense ratitheifirst nine monthsof 2017 and 2.6, respectively.Net favorable

prior year reserve development in the first nine months of 2017 and 2016 provided 0.1 points and 0.5 points of benefit,
respectivelyto the loss and loss adjustment expense rdtle underlyingloss and loss adjustment expense ritithe first

nine months of 201Was 3.6 points higher than the 2@6 ratio on the same basiprimarily reflecting the impacts of (i)

normal variabilityin noncatastrophe weatheelated losses, (ithe tenure impact of higher levels of new business in recent
years in the Automobile product lirend (iii) the timing ohigher lossstimatesn personal automobile bodily injury liability
coverageshat wae consistent with the higher loss trends recognizele latter partof 2016

The underwriting expense rataf 26.6% forthe third quarter of 2017 was 1.7 points lower than the underwriting expense
ratio of 28.3% in the same period of 2016. Infil& nine months of 2017, the underwritiegpense ratio a26.9%was 1.6

points lower than the underwriting expense ratio of 28.5% in the same period of 2016. The declines in both periods of 2017
primarily reflected the impact of higher levels of earpeeimiums and lower levels of general and administrative expenses.
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Written Premiums
Personalnsurancé gross and net written premiums were as follows:

Gross Written Premiums

Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016

Domestic:
Agency:

Automobile..........coooveeiiiiiiieeiiee, $ 1,234 $ 1,099 $ 3,492 $ 3,060

Homeowners and Other............. 1,123 1,075 3,043 2,923

Total AQeNCY........cvevvveeeeeieeannns, 2,357 2,174 6,535 5,983

Directto-Consumer.........c.c..ueeeeeee.. 101 88 272 231

Total DomestiC.......cccoeevvvvvnnnnnnns 2,458 2,262 6,807 6,214

International.........cocoeeviiieviiiiieeeneenn, 186 166 496 469

Total Persond Insurance........... $ 2,644 $ 2,428 $ 7,303 $ 6,683

Net Written Premiums
Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016

Domestic:
Agency:

Automobile.........cccooeeiiiiiiiiiiiieee, $ 1,228 $ 1,095 $ 3,474 $ 3,045

Homeowners and Other............. 1,107 1,058 2,978 2,854

Total AQeNCY.......cccvvvevveeeeeeenns, 2,335 2,153 6,452 5,899

Directto-Consumer.............cceeee.... 100 87 271 230

Total DomestiC.........cccvvvevvennenne. 2,435 2,240 6,723 6,129

International............ccoeeiieiiiiiieeeneennn, 180 161 486 459

Total Personal Insurance.......... $ 2,615 $ 2,401 $ 7,209 $ 6,588

Domestic AgencWritten Premiums
Personal I nsuranceds domestic Alyeaghagentd hrokérstptisesinterntedigriesi s e s

Domestic Agency gross and net written premiums in the third quarter of 2017 both increased by 8% over the same period of
2016. Domestic Agency gross and net written premiums in the first nine months of 2017 both increasedénti®&same
period of 2016.

Domestic Agency Automobile net written premiums of $1.23 billion and $3.47 billion in the third quarter and first nine
months of 2017, respectively, increased by 12% and 14%, respectively, over the same periods of 2016 rBiasitien

rates remained strong in the third quarter and first nine months of 2017. Renewal premium changes in the third quarter and
first nine months of 2017 remained positive and were higher than in the same periods of 2016. New business premiums in
the third quarter and first nine months of 2017 decreased from the same periods of 2016.

Domestic Agency Homeowners and Other net written premiums of $1.11 billion and $2.98 billion in the third quarter and
first nine months of 2017, respectively, inesed by 5% and 4%, respectively, over the same periods of 2016. Business
retention rates remained strong in the third quarter and first nine months of 2017. Renewal premium changes in the third
quarter and first nine months of 2017 remained positivensuie lower than in the same periods of 2016. New business
premiums in the third quarter and first nine months of 2017 increased over the same periods of 2016.
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For its Domestic Agency businesigtPersonal Insurance segment had approximétélymillion and 6.5million active
policies atSeptember 3@®0L7 and 2.6, respectively.

Direct-to-Consumer and International Writtdfremiums

Directto-Consumer at written premiumf $100 million and $271 million in the third quarter and first nine months of
2017, respectively, increased by 15% and 18%, respectively, over the same periods of 2016, primarily driven by growth in
automobile net written premiums.

International et written premiumof $180 million and $486 million in the third quarter and first nine months of 2017,
respectively, increased by 12% and 6%, respectively, over the same periods of 2016, primarily driven by growth in
automobile net writtepremiums and the impact of changes in foreign currency exchange rates.

For its international and diretd-consumer business, Personal Insurance had approximately 872,000 and 856,000 active
policies at September 30, 2017 and 2016, respectively.

Interest Expense and Other

Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016
INCOME (JOSS)..eeivveieiiiieeiiiee e $ 65 $ 60 $ (189 $ (183

Income (loss) for Interest Expense andé@tin the third quarters of 2017 and 2016 was $(65) million and $(60) million,
respectively. Income (loss) for Interest Expense and Other in the first nine months of 2017 and 2016 was $(188) million and
$(183) million, respectively. Afterax interest gpense in the third quarter and first nine months of 2017 was $61 million and
$179 million, respectively, compared with $57 million and $177 million in the respective periods of 2016.

ASBESTOS CLAIMS AND LITIGATION

The Company believes that the progeahd casualty insurance industry has suffered from court decisions and other trends
that have exparatl insurance coverage for asbestos claims far beyondripimal intent of insurers and policyholderBhe
Companyhas received andontinues to receive®i gni fi cant number of asbestos cl ai
(which includes others seeking coverage under a poliegtors underlying these claim filings includentinuedintensive
advertising by lawyers seeking asbestos claimants andahiénued focus by plaintiffs ondefendants whavere not
traditionally primary targets of asbestos litigatiomhe focus on these defendants is primarily the result of the number of
traditional asbestos defendants who have sought bankruptcy protecti@vioup years.In addition to contributing to the

overall number of claims, bankruptcy proceedings may increase the volatility of astedsted losses by initially delaying

the reporting of claims and later by significantly accelerating and increésésgpayments by insurers, including the
Company. The bankruptcy of many traditional defendants has also caused increased settlement demands against those
policyholders who are not in bankruptcy but remain in the tort system. Currently, in many junisgittiose who allege

very serious injury and who can present credible medical evidence of their injuries are receiving priority trial settengs in
courts, while those who have not shown any credible disease manifestation are having their hearietagetesrdplaced

on an inactive docketPrioritizing claims involving credible evidence of injuries, along with the focusl@iendants who

were not traditionally primary targets of asbestos litigatmmntributes to the claimend claim adjustment expss payment

patterns experienced by the Compariy.h e Co mp a n yrélased casms arsl tlairs adjustment expense experience
also has been impacted by the unavailability of other insurance sources potentially available to policyholders, whether
through &haustion of policy limitor through the insolvency of other participating insurers.

The Company continues to be involved in coverage litigation concerning a number of policyholders, some of whom have
filed for bankruptcy, who in some instances haverésddhat all or a portion of their asbestetated claims are not subject

to aggregate limits on coverage. In these instances, policyholders also may assert that each individual bodily injury claim
should be treated as a separate occurrence under fhg. pbis difficult to predict whether these policyholders will be
successful on both issues. To the extent both issues ar e
not successful, t he Company diss atdssue svould beematertally ingreaded and Isounded d e r
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only by the applicable peyccurrence limits and the ninar of asbestos bodily injury claims against the policyholders.
Although the Company has seereductionin the overall risk associated with these lawsuits, it remains difficult to predict
the ultimate cost of these claims.

Many coverage disputes witholicyholders are only resolved through settlement agreements. Because many policyholders
make exaggerated demands, it is difficult to predict the outcome of settlement negotiations. Settlements involving bankrupt
policyholders may include extensive redea which are favorable to the Company but which could result in settlements for
larger amounts than originally anticipated. There also may be instances where a court may not approve a proposed settlement
which may result in additional litigation and potlly less beneficial outcomes for the Company. As in the past, the
Company will continue to pursue settlement opportunities.

In addition to claims against policyholders, proceedings have been launched directly against insurers, including the
Company,by individuals challenging insurersd conduct wi t h
individuals seeking damages arising from alleged asbesiated bodily injuries. It is possible that the filing of other direct
actions against ingers, including the Company, could be made in the future. It is difficult to predict the outcome of these
proceedings, including whether the plaintiffs will be abdesustain these actions against insurers based on novel legal
theories of liability The Company believe& has meritorious defenses to these claims and has received favorable rulings in
certain jurisdictions.

On January 29, 2009, the Company &G Industries, Inc. (PPG3Jong with approximately 30 other insurers of PPG,

agreed in priniple to settle asbestase | at ed coverage |l itigation under i nsur ar
The Agreement was incorporated into the Modified Third #
part ofthe Pittsburgh Cornin@orp. PCC, which is 50% owned by PPG) bankruptcy proceeding. Pursuant to the Amended
Plan, which was filed on January 30, 2009, PCC, along with enumerated other companies (including PPG as well as the
Company as a participating insurer), receive protestiafforded by Sectiob24(g)of the Bankruptcy Code from certain
asbestoselated bodily injury claimsUnder the Agreement, the Company had the option to make a series of payments over

20 years totaling approximately $620 million to the Trust createtbruthe Amended Plan, or it could elect to make a
discounted paymentOn January 7, 2016, the remaining objections to the Amended Plan were dismissed. On April 27, 2016,
the Amended Plan became effective and all the remaining conditions to the Agreesresitisfied.The Companyully

satisfied its obligation under the Agreement by makingias count ed payment in the second
paymens totaled $524million, of which $518 million was related to asbestos reser¥ek.e  C o ngblaatignd wnder the
Agreement were included in its clasrand claim adjustment expense reserves at March 31, 2016 and December 31, 2015.

Because each policyholder presents different liability and coverage issues, the Company generally revievesittee exp
presented by each policyholder at least annualiyjmong the factors which the Company may consider in the course of this
review are: available insurance coverage, including the role of any umbrella or excess insurance the Company has issued to
thep!|l i cyhol der ; l'imits and deductibl es; an analysis of tF
and anticipated future claim activity and loss development on pending claims; past settlement values of similar claims;
allocated im adjustment expense; potential role of other insurance; the role, if any,-aébestos claims or potential Ron

asbestos claims in any resolution process; and applicable coverage defenses or determinations, if any, including the
determination as to kether or not an asbestos claim is a products/completed operation claim subject to an aggregate limit
and the available coverage, if any, for that claim.

In the third quarter of 2074, the Company completed its annualdepth asbestos claim review, inding a review of active
policyholders and |litigati onproadsuecst 0f dri apotd émtyi alanpr ondouc
following trends:

1 ahigh level of litigation activity in certain jurisdictions involving individuals alleggsgious asbestaglated
illness, primarily involving mesothelioma claims;

1 while overall payment patterns have been generally stable, there has been an increase in severity for certain
policyholders due to the high level of litigation activignd

1 amodeate level of asbestaglated bankruptcy activity.
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In the Home Office and Field Office category, which accounts for the vast majority of policyholderactivth asbestes

related claims, the number of policyholders tendering asbestos claims for the first time and the number of policyholders with
open asbestos claims declined slightly when compared to 2016 while net asblestaspaymentaere somewhat hier.
Payments on behalf of policyholders in this category continue to be influenced by the high level of litigation activity in a
limited number of jurisdictions where individuals alleging serious asbestated injury primarily mesotheliomagontinue

to target defendants who were not traditionally primargets of asbestos litigation.

The Company qquarterly asbestos reserve reviemclude an analysis of exposure and claim payment patterns by
policyholder category, as well as recent settlemegralicyholder bankruptcies, judicial rulings and legislative actiofise

Company also analyzes developing payment patterns among policyholders in the Homeafficield Office and
AssumedReinsurance and Other categories as well as projected reicsubilings and recoveriesin addition, the

Company reviews its historical gross and net loss and expense paid experienbg;ygzar to assess any emerging trends,
fluctuations, or characteristics suggested by the aggregate paid ac@dtwentioml actuarial methods are not utilized to
establish asbestos reserves nor have the Companyds eval
asbestos defense odemnity payment.

The completion of these reviews and analyses in iha guarters of 2017 and 2016 resulted in a $225 million increase in the
Companyd6s net asesabhpeiado i bathe281F and &16, ther reserve increases were primarily driven by

i ncreases in the Companyds defendeicastia related dofa brpad aymbec df policyhsldets inl e
the Home Office category due to a higliean previously anticipated level of litigation activity surrounding mesothelioma
claims. This increase in the estimate of projected settlement and defesss resulted from payment trends that continue to

be higher than previously anticipated due to the impact of the current litigation environment discusse®abotiee past

decade, the property and casualty insurance industry, including the Corhpangxperienced net unfavorable prior year
reserve development with regard to asbestos reseouesthe Company believes that over that period there has been a
reduction in the wvolatility associ at ed raWasbebtosterlvionmemthag any 6
evolved from one dominated by exposure to significant litigation risks, particularly coverage disputes relating to
policyholders in bankruptcy who were asserting that their claims were not subject to the aggregate lirmesdciontaeir

policies, to an environment primarily driven by a frequency of litigation related to individuals with mesothelidma. T
Company6s oV e curéntunderlyirgasbestds ertviroement is essentially unchanged from recent periods and
there remains a high degree of uncertainty with respect to future exposure to asbestos claims.

Net asbestos paid loss and loss expenses in the first nine months of 2017 were $193 million, compared with $632 million in
the same period of 2016. Net asbegtagl loss and losexpensesn the first nine months of 2016 included the gross
settlement payment related to PPG of $518 million, $458 million net of reinsurance, as described above. Net asbestos
reserves were $1.36 billion at September 30, 2017, cochpétle $1.40 billion at September 30, 2016.

The following table displays activity for asbestos losses and loss expenses and reserves:
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(at and for the nine months ended September 30, in millions) 2017 2016
Beginning reserves:
{100 TSR $ 1512 $ 1,989
(O1=T0 T o SRS PRPR (186 (179
= PP PPRR 1,326 1,810
Incurred losses and loss expenses:
€1 (011 TP U PP PUPT PP PUPUPPPPTPUPTPTIN 340 355
CABA.....ceii e s (115 (130
= PP PPRR 225 225
Paid loss and loss expenses
(€1 (011 SO PURT TP RURUPPPPPPPTRTN 232 746
(@1=T0 T o TSP PRPR (39 (119
= PP PRPR 193 632
Foreign exchange and other
LT (01 F PP PP PPPPR 1 (D)
O To [T o IR U UEUPRRPRR o} o}
L= PP 1 1)
Ending reserves:
(€] (07 PP 1,621 1,597
CRABH. ... e (262 (1995
= PP PRPR $ 1359 $ 1,402

SeédUmcertainty Regarding Adequacy of Asbestos and Environment a
ENVIRONMENTAL CLAIMS AND LITIGATION

The Company has received and continues to receivegiom policyholders who allege that they are liable for injury or
damage arising out of their alleged disposition of toxic substances. Mostly, these claims are due to various legigdltive as w
as regulatory efforts aimed at environmental remediatiar. iRstance, the Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA), enacted in 1980 and later modified, enables private parties as well as federal
and state governments take action with respect to releases and threateneabesl®f hazardous substances. This federal
statute permits the recovery of response costs from some liable parties and may require liable parties to undertake their own
remedial action. Liability under CERCLA may be joint and several with other respopaitbies.

The Company has been, and continues to be, involved in litigation involving insurance coverage issues pertaining to
environmental claims. The Company believes that some court decisions have interpreted the insurance coverage to be broade
than te original intent of the insurers and policyholders. These decisions often pertain to insurance policies that were issued
by the Company prior to the mitb80s. These decisions continue to be inconsistent and vary from jurisdiction to
jurisdiction. Enviremental claimswhen submittedrarely indicate the monetary amount being sought by the claimant from

the policyholder, and the Company does not keep track of the monetary amount being sought in those few claims which
indicate a monetary amount.

The resaltion of environmental exposures by the Company generally oteroagh settlements with policyholders as
opposed to claimantsGenerally, the Company strives to extinguish any obligations it may have under any policy issued to
the policyholder for paspresent and future environmental liabilities and extinguish any pending coverage litigation dispute
with the policyholderThi s form of settl ement -bacdfépmplitiesdonfutyre envérdnmentale d t
liability. In addition, many bthe agreements have also extinguished any insurance obligation which the Company may have
for other claims, including but not limited to asbestos and other cumulative injury clditms. Company and its
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policyholders may also agree to settlements which extinguish any liability arising from lepaweified sites or claims.
Where appropriatehese agreements algwlude indemnities and hold harmless provisions to protect the Comdmey.
Companyds gener al purpose in executing these agreements
eliminate the risks presented by coverage litigation thighpolicyholder and related costs.

In establishing environmental reserves, the Company evaluates the exposure presented by each policyholder and the
anticipated cost of resolution, if any. In the course of this analysis, the Company generally comsigenbdble liability,

available coveragandrelevant judicial interpretationsln addition, the Company considers the many variables presented,
such asthe nature of the alleged activities of the policyholder at each site; the number of sites] therib&a of potentially
responsible parties at each site; the natuthefillegecenvironmental harm and the corresponding remedy at each site; the
nature of government enforcement activities at each site; the ownership and general use of eacbveitell thature of the
insurance relationship between the Company and the policyholder, including the role of any umbrella or excess insurance the
Company has issued to the policyholder; the involvement of other insurers; the potential for other availetalgec

including the number of years ebverage; the role, if any, of ne@mvironmental claims or potential nemvironmental

claims in any resolution process; and the applicable law in each jurisdidtf@evaluation of the exposure presented by a
policyholder can change as information concerning that policyholder and the many variables presented is developed.
Conventional actuariahethodsare not used to estimate these reserves.

In its review of environmental reserves, the Company considesssptilement payments; changing judicial and legislative
trends; its reserves for the costs of litigating environmental coverage matters; the potential for policyholders with smaller
exposures to be named in new cleginactions for both erand offsite waste disposal activities; the potential for adverse
development; the potential for additional new claims beyond previous expectations; and the potential higher costs for new
settlements.

The duration of the Company damsianvthe extent gfdirhel necessaayrtaddeterraineiae w
appropriate estimate, if any, of the value of the claim to the Company vary significantly and are dependent upon a number of
factors. These factors include, but are not limited to, the cooperatibe pblicyholder in providing claim information, the

pace of underlying litigation or claim processes, the pace of coverage litigation between the policyholder and the Company
and the willingness of the policyholder and the Company to negotiate, if aggpegarresolution of any dispute pertaining to

these claims. Because these factors vary from daiofiaim and policyholdeby-policyholder, the Company cannot provide

a meaningful average of the duration of an environmental claim. However, based aponGlo mpany d6s exper
resolving these claims, the duration may vary from months to several years.

The Company continues to receive notices from policyholders tendering claims for the firdtdopently under policies

issued prior to the mid98G. These policyholders continue to present smaller exposures, have fewer sites and dier lower
defendants.Further, in many instances, cleap costs have been reduced because regulatory agencies are willing to accept
risk-based site analyses and mefficient clearup technologiesOver the past several years, the Companyelkpsrienced
generally favorable trends in the number of new policyholders tendering environmental claims for the first time and in the
number of pending declaratory judgmenti@as relating to environmental matterélowever, the degree to which those
favorable trends have continued has been less than anticigateddition, reserve development on existing environmental
claims has been greater than anticipatiivyen by clams and legal developments inimited number of jurisdictionsAs a

result of these factors, the Company increased its net environmental resené@snijli@n and 82 million in the second
quarters of 201 and 208, respectively.

Net environmentapaid lossand loss expensés the first nine months d2017 were %0 nillion, compared witl$50 million

in the same period of 2016At September 302017, approximately94% of the net environmental reserve (approximately
$364 million) was carried in a bl reserve and included unresolved environmental claims, incurred but not reported
environmentaklaims and the anticipated cost of coverage litigation disputes relating to these claims. The bulk reserve the
Company carries is established and adjusted baged the aggregate volume ofpnocess environmental claims and the

C o mp a mexpérience in resolving those claims. The balance, approximégélyof the net environmental reserve
(approximately 84 million), consists of case reserves
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The following table displays activity for environmental losses and loss expenses and reserves:

(at and for the nine months ended September 30, in millions) 2017 2016
Beginning reserves:
140 TIPSR $ 395 $ 375
(07T o [T o F PP P PP (13 (14
= PP 382 361
Incurred losses and loss expenses:
] 0 1SR 74 87
(07T o [T o F PP P PP (9) (5)
NN = PSRRI 65 82
Paid loss and loss expenses
] (0 1T 62 52
LO1=T0 [T o PP OPP RPN 2 (2
NN = PRSP 60 50
Foreign exchange and other
LT (011 T PP PRRRRPPPTPRIN 1 1
(©1=To =T o PRSPPI o} o}
L= 1 1
Ending reserves:
LT (011 T PP TPRRURPPPTPRIN 408 411
LO7=To [T o TP PP TP PP PRPPR (20 a7
= PSP PEPR $ 388 $ 394

UNCERTAINTY RE GARDING ADEQUACY OF ASBESTOS AND ENVIRONMENTAL RESERVES

As a result of the processes and proceduisssissechbove, management believes that the reserves carried for asbestos and
environmental claimsare appropriately established based upon known facts,r r e n't l aw and managert
However, the uncertainties surrounding the final resolution of these claims continue, aniiffitut to determine the

ultimate exposure for asbestos and environmental claims and related litigation. As athreseltieserves are subject to
revision as new information becomes available and as claims develop. The continuing uncertainties include, without
limitation, the risks and lack of predictability inherent in complex litigation, any impact from the bankpmptegtion

sought by various asbestos producers and other asbestos defendants, a furtheroindesasasen the cost toresolve

and/or the number pfasbestos and environmental claims beyond that which is anticighee@mergence of a greater

numker of asbestos claims than anticipated as a result of extended life expeataswidsg from medical advances and

lifestyle improvementsghe role of any umbrella @xcess policies the Company has issued, the resolution or adjudication of
disputes pedining to the amount of available coverage for asbestos and environmental claims in a manner inconsistent with
the Companyédés previous assessment of these claims, the n
developments pertaininggt t he Companyés ability to recover reinsur an:
unavailability of other insurance sourgestentiallyavailable to policyholders, whether through exhaustion of policy limits

or through the insolvency of otherrtiaipating insurers. In addition, uncertainties arise from the insolvency or bankruptcy of
policyholders and other defendantdt is also not possible to predict changes in the legal, regulatory and legislative
environment and their impact on the futa®velopment of asbestos and environmental claifitss environmentcould be

affected bychanges in applicable legislation afhdure court and regulatory decisions and interpretatiomduding the

outcome of legal challenges to legislative and/or jatliceforms establishing medical criteria for the pursuit of asbestos
claims 1t is also difficult to predict the ultimate outcome of complex coverage disputes until settlement negotiations near
completion and significant legal questions are resolvedfailing settlement, until the dispute edjudicated. This is
particularly the case with policyholders in bankruptcy where negotiations often involve a large number of claimants and other
parties and require court approval todftective. As part of itsantinuing analysis of asbestos and environmental reserves,

the Company continues to study the implications of these and other developments.
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Because of thencertainties set forth above, additional liabilities may arise for amounts in excessbbthep a cuyreints

insurancereserves.| n addi ti on, the Companyb6s estimate of Tbdseai ms
additional liabilities or inaeases in estimates, or a range of either, cannot now be reasonably estimated and could result in
income statement charges that could be material to the C

INVESTMENT PORTFOLIO

The Companyds ieptember 80e2D17 averes $¥3.09 bilkon, of Svhich 93% was invested in fixed maturity and
shortterm investments, 1% in equity securities, 1% in real estate investments and 5% in other investments. Because the
primary purpose of the investment portfolio © fund future claims payments, the Company employs a conservative
investment philosophy. A significamhajority of funds available for investment are deployed in a widely diversified
portfolio of high quality, liquidtaxable U.S. governmertex-exempt US. municipalandtaxablecorporate and).S. agency
mortgagebacked bonds.

The carrying value ofte Companyds f i x e depramberu302017 was §6216 hillform | Theo Corapany

closely monitors the duration of its fixed maturity investrse@ind investment purchases and sales are executed with the
objective of having adequate funds available to satisfy
credit quality of the Company amlexclidagldS. Tneasury securities, lada 2 b oht o
both September 30, 2017 and December 31, 2@How investment grade securities represeft8é and 2.9%f the total

fixed maturity investment portfolio éeptember 30, 2017 aridecember 312016, respectively. The average effective

duration of fixed maturities and shdaerm securities wag.2 (4.5 excluding shorterm securitiesat both September 30,

2017 and December 31, 2016

Obligations ofStates,Municipalities andPolitical Subdivisions

The Companyds fi xed ma tSaptemher30,i200Y aiktdemzrm3i2016ioctuded $81.1B biliora t

and $1.91 billion, respectively, of securities which are obligations of states, municipalities and political subdivisions
(collectively referred to as the municipal bond portfoliofhe municipal bond portfolio is diversified across the United

States, the District of Columbia and Puerto Rico and includes general obligation and revenue bonds issued by states, cities,
counties, school distts and similar issuerdncluded in the municipal bond portfolio 8eptember 30, 2017 and December

31, 2016 were $.83 billion and $%.16 billion, respectively,of prerefunded bonds, whichre bonds for whiclstates or
municipaliies have establishedrevocable trustsalmost exclusively comprised of U.S. Treasury securéigs obligations

of U.S. government and government agencies and authorities. These trusts were created to fund the payment of principal and
interest due under the bondEhe irrevocable trustare verified as to their sufficiency by an independent verification agent of

the underwriter, issuer or trusteA.| | of the Companydés holdings of securitie
been preefunded and therefore adefeased by U.S. Treasury securities.

The Company bases its investment decision on the underlying credit characteristics of the municipal security. While its
municipal bond portfoliancludesa number of securitiethat were enhanced by thipiarty irsurance for the payment of

principal and interest in the event of an issuer defthdt Company does not rely on enhanced credit characteristics provided

by such thirdparty insurance as part of its investing decisior®®f the insured municipal securiie i n t he Co mp

investment portfolicat September 30, 201@pproximately 9% were rated aiA3 0 or above, a Podver@a p pr o X
rated atfi A a 8r@bove without the benefit of insuranceThe Company believes that a loss of the benefit of insaranc

would not result in a materi al adverse impact on the Cor
theunderl ying credit strength of the issuers of the secu

securiies. The average credit rating of th@Aa 2dSdptembey30n2017Thes suer s
average credit rating of t h eAalsé n t8épreraber BO2A17, evithpaad withbubthed p or -
enhancement provided blyird-party insurance.

MortgageBacked Securities, Collateralized Mortgage Obligations and-Hassugh Securities

The Companyds fixed ma tSeptemiey30,i201V am@ktemieen 31, 2fBlncluddd &117 bdliona t
and #.71 billion, respectively, of residential mortgadpacked securitieswhich include passthrough securities and

collateralized mortgage obligations (CMQall of which are subject to prepayment righither shortening or lengthening of
duration). While prepayment riskor securitiesand its effect oincomecannot be fully controlled, particularly when interest
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rates move dramatically, t krly@wmsseauntesdtisaedicehiseisk withie axpectedt r at e
interest rateranges. Included in the totals aeptember 30, 2017 ardecember 31, 2@lwere 75 million and $%63

million, respectively, of GNMA, FNMA FHLMC (excluding FHA project loansard Canadian governmeigfuaranteed
residential mortgagbacked pasthrough securities classified as available for saMso included in those totals were
residential CMOs classified as available for sale with a fair valul efO billion and$1.15billion at September 30, 2017

and December 31, 2016, respectivélpproximately53% and 51%f the Compang§s CMO holdingsat September 30, 2017

and December 31, 2016, respectivelgre guaranteed by or fully collateralized by securities issued by GNMA, FNMA or
FHLMC. The average credit rating of the $661 million and $566 million ofgnanar ant eed CMO hol di ng
September 30, 2017 and The avarage credit ratibgeotall ofi the above skquritiesiivasd 1 a t
September 30, 201@ nd f AReReinben3l2 0 1 6 . For further di scussion regal
residenti al CiMters © Maema g mhmant 641 Di scussion and Analysis o
Operationd | nvest ment Port foos i 2016 nAntnhueal CoRmeppaonryt as updated by
Form 8K filed on June 20, 2017.

Equity Securities Available for Sale, Real Estate and ShemnInvestmerg

See note 1 of notes to the consolidated financial statements in the Godygan 2016 Annual Report
Companybs Cur r e nKfileRe gune 20, 2017 forFuachemmfoBnation about these invested asset classes.

Other Investments

The Company also invests in private equity limited partnerships, heddsdndreal estate partnershipsd joint ventures.
Also included in other investments are raublic common and preferred equities and derivativesesg asset classes have
historically provided a higher return than fixed maturitieg are subject tonore volatility. A September 30, 2017 and
December 312018 the carrying value of the Compaayother investments wa8 $5billion and $3.45billion, respectively.

CATASTROPHE REINSURANCE COVERAGE

There have been no mat gatasrdphecemsurance overtage duritgehe quartererdadySéptember

30, 207. The Companyds nor mal renewal s and changes to its

The changes effective Iin Jahmru®Rrey ndnue adcedlaEl€eB udnn ©h e & P
the CompéAnguadlRRep@tid updated by t he Compa+«Kyilédon oner20, 20dand Rep or
the changes effective in July are dgsoussed i bDfemRfie ARPEa
Management 6s Discussion and Analysis of Financi al Condi
Report on Form 1@ for the quarter ended June 30, 201

The Company regularly reviews its catastroptiesierance coverage and magjust sucltoveragen the future.
REINSURANCE RECOVERABLES
For a description of the CompéPayl@dtemr@Masagamert GsecbDivecs a

Analysis of Financial Condition and Results of @i®mn® Rei nsur anc e irRthelCo v raddld dmual
Report as updated by t he CkfiedanJyné20,2C7.r r ent Report on For

The foll owing table summarizes the composition of the Co

September 3C December 31
(in millions) 2017 2016

Gross reinsurance recoverables on paid and unpaid claims and claim adjustment expense $ 3,335 $ 3,181
Allowance for uncollectible reinsurance................coocviiinniii (110 (119
Net reinsurance reCoVErabIEs............oooi e e 3,225 3,065
Mandatory pools and aSSOCIAIANS.........iiuuriiiieiieeeiie et reee e s sbbr e e e e sneeas 2,010 2,054
SHUCTUrEd SEHIEMENTS ... .o ree e et e e e e e eenese s e s eeeeeeeeessnens 3,110 3,168
Total reinSUranCe reCOVEIADIES .........cccoi i ee e e e e e e e $ 8,345 $ 8,287
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The $.60 million increasein net reinsurance recoverableser December 312016 primarily reflectedthe impacts of
catastrophe losses and the asbestos reserve increase in the third quarter of 2017, partiallcastsetotigctions thefirst

nine months of 2017, including the settlement of certain disputes as discussed in more detail in note 13 of notes to the
unaudited consolidated financial statements.

OUTLOOK

The following discussion provides outlook information foertainkey diversoft h e C o mgsualts of dperations and
capital position.

Premiums.The Companydéds earned premiums are a function of net
both renewal business and new business and are recognized agpeammiach over the life of the underlying policies. When
business renews, the amount of net written premiums associated with that business may increase or decrease (renewa
premium change) as a result of increases or decreases in rate and/or insurecgexpbsthr the Company considers as a
measure of units of exposure (such as the number and value of vehicles or properties insured). Net written premiums from
both renewal and new business, and therefore earned premiums, are impacted by competitivenutikes as well as

general economic conditions, which, particularly in the case of Business Insurance, affect audit premium adjustments, policy
endorsements and midrm cancellations. Property and casualty insurance market conditions are expeaewhito r
competitive. Net written premiums may also be impacted by the structure of reinsurance programs and related costs, as well
as changes in foreign currency exchange rates.

Overall, the Company expects retention levels (the amount of expiring prethai renews, before the impact of renewal
premium changes) will remain strong by historical standdwding the remainder of 2017 and into 201& Business
Insurance, the Company expects that domestic renewal premium changestturiagainder of 27 and into 2018will

remain positive and will baigher tharthe levels attained ithe first nine months a2017. In Bond & Specialtyinsurance,

the Company expects that renewal premium changes with respdotrtesticmanagement liability business dugithe

remainder 0f2017 and into 2018vill remain positive, butwill be slightly lower than the levels attained ihe first nine

months of 2017 With respect talomesticsurety business within Bond & Specialty Insurance, the Company expeatethat

written premium volume durinthe remainder 02017 and into 2018vill be slightly higher tharthe level attained ithe

same periods of 2016 and 201l Personal Insurance, the Company expectsdbatesticAgency Auto renewal premium

changes duringhe renainder of 2017 and into 2028ill remain positive and will be higher than the levels attaineth@n

first nine months 02017, anddomesticAgency Homeowners and Other renewal premium changes dugngmainder of

2017 and into 2018&ill remain positiveandwill be slightly higher thantte levels attained ithe first nine months of 2017.

The need for state regulatory approval for changes to personal property and casualty insurance prices, as well as competitive
market conditions, may impact the timiagd extent of renewal premium chang&aiven the relatively smaller amount of
premium that the Company generates from outside the United States and the transactional naturefahesenearkets,
particularly Lloydds, i rgésen reacka segmenduaing the remamdead0lpancinte 2008 ¢ h a n
could be somewhat higher, broadly consistent with or somewhat lower than the levels attdmeeéirgt nine months of

2017.

Property and casualty insurance market conditions are expeatmtidin competitive durinthe remainder 02017 and into

2018for newbusiness | n each of t he Co mp aew Yusiaesshganerallp kas Ess sfeag impant tors r
underwriting profitability than renewal business, given the volume of new buselatige to renewal business. However, in

periods of meaningful increases in new business, despite its positive impact on underwriting gains over time, the impact of
higher new business levels may negatively impact the combinedaatigperiod of time

Economic conditions in the United States and elsewhere could deteriorate, due to a variety of factors, including the politica
and regulatory environment, the U.S. Federal budget and potential changes in tax laws in the United States, the repeal,

reppkcement or modification of the Affordable Care Act, th
changes in commodity prices and fluctuations in interest rates and foreign currency exchange rates. The resulting lower
levels of economicat i vity coul d i mpact exposure changes at renew

acceptable rates. Additionally, lower levels of economic activity could adversely impact audit premium adjustments, policy
endorsements and mtdrm cancellatins after policies are writterAll of the foregoing, in turn, could adversely impact net
written premiums during the remainder of 2017 and into 2018, and because earned premiums are a function of net written
premiums, earned premiums could be adversepacted on a lagging basis.
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Underwriting Gain/Loss The Companyds underwriting gain/loss can be
favorable or unfavorable prior year reserve development, as well as underlying underwriting margins.

Catastrophe andon-catastropheveathesr el at ed | osses are inherently wunpredict
results of operations could be adwdysimpacted if significant catastrophe and fwatastrophe weatheelated losses occur.

The Company expects to incsignificantcatastrophe losses in the fourth quarter of 2017 resulting from recent wildfires in
California.

For a number ofyears, theCompany6s results have included significant
development driven by better than expected loss experience. However, given the inherent uncertainty in estimating claims
and claim adjustment expense reserves, lgpereence could develop such that the Company recognizes higher or lower
levels of favorable prior year reserve development, no favorable prior year reserve development or unfavorable prior year
reserve development in future periods. addition, the ongag review of prior year claims and claim adjustment expense
reserves, or other changes in current period circumstances, may result in the Company revising current year loss estimates
upward or downward in future periods of the current year.

It is possble that changes in economic conditions could lead to higher inflation than the Company had anticipated, which
could in turn lead to an increase in the Companyds | oss
reserves. These imapts of inflation on loss costs and claims and claim adjustment expense reserves could be more
pronounced for those lines of businéisat require a relatively longer period of time to finalize and settle claims for a given
accident year and, accordingbre relatively more inflation sensitivd-or a furt her (diltentlAsRisk o n, s
Factor® If adual claims exceedour claims and claim adjustment expensereservespr if changesn the esimated level of

claims and claim adjugment expenseresewves are ne@ssary, including as a result of, among other things, changes in

the legal, regulatory and economic environments in which the Company opeoatefinancial reailts could be

materially and adwersely dfectedd  af@hdnges in U.S. tax laws or in the tax laws of other jurisdictionsin which we

operate coulddverséyimpactu s ¢ i n t he Companyé6s 2016 Annual Report.

In Business Insurance, the Company expects underlying underwriting manginke underlying combined ratio duritig
remainder o2017and into 2018will be broadly consistent with those the same periods @016and 2017, reflecting the
modest impact of loss trends in excess of earned pricing offset by more normalized levelsathattophe weatheelated
losses and other lssctivity.

In Bond & Specialty Insurangghe Company expects underlying underwriting margins andiderlyingcombined ratio
duringthe remainder c2017and into 2018vill be broadly consistent with thosetime same periods @016and 2017

In Personal Insurance, the Company expects underlying underwriting margins during the remainder of 2017 will be higher
than in the same period of 2016, and the underlying combined ratio during the remainder of 2017 will be lower than in the
same period of 2I6. The Company expects underlying underwriting margins into 2018 will be higher than in the same
periods of 2017, and the underlying combined ratio will be slightly lower than in the same periods ofl2@gency
Automobile, theCompany expects thamnderlying underwriting margins and the underlying combined ratio will improve
during the remainder 02017 and into 201&ompared withthe same periods &016and 2017 reflecting actions taken to
improve profitability as well as the timing impact of Higr loss trends for bodily injury liability coverages that were
recognized in the latter part of 201 Agency Homeowners and Other, the Company expects that underlying underwriting
marginsand the underlying combined ratio will be broadly consisteninduhe remainder a2017 and into 2018 witlthe

same periods d2016and 2017, assuming a continuation of normalized levels ofcatastrophe weatheelated losses and

other loss activity.

Investment Portfolio The Company expects to continue teus its investment strategy on maintaining a +jghlity
investment portfolio and a relatively short average effective duration. The average effective duration of fixed matlrities a
shortterm securities wad.2 (4.5 excluding shorterm securities) a@september 302017. From time to time, the Company

enters into short positions in U.S. Treasury futures contracts to manage the duration of its fixed maturity pattfolio.
September 302017, the Company had4®0 million notional value of open U.S. Tasury futures contracts. The Company
continually evaluates its investment alternatives and r
comprised of a widely diversified portfolio of higjuality, liquid, taxable U.S. government, taxempt U.S. municipal and

taxable corporate and U.S. agency mortgaaeked bonds.
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The Company also invests much smaller amounts in equity securities, etal paiate equity limited partnerships, hedge
funds, and real estate partnerships and joint ventures. These investment classes have the potential for higher Isturns but a
the potential for higher degrees of risk, including less stable rates of agiifess liquidity.

Net investment income is a materi al cBased on thé autreotrintetest raté h e
environmentwhich remains very low by historical standartte Companyestimateshat the impact of lowereinvestment

yields on fixed maturity investments, partially offset by the impact of slightly higher levels of fixed matarnitiésgher

shortterm investment yieldss expectedduring the remainder of 201&nd into 2018, to result in a $10 million kass

decline inaftertax net investmenincome from those portfolios on a quarterly basis as compared to the corresponding
guarters of 201@&nd 2017 Theimpact of future market conditions on net investment income frormdhdixed maturity
investment prtfolio duringthe remainder 02017 and into 2018 is hard to predidf general economic conditiorand/or
investment market conditions deteriorate durihg remainder o2017 and into 2018the Company could experience a
reduction in net investmenéome and/or significant realized investment losses, including impairments.

The Company had a net giax unrealized investment gain of.43 billion ($931 million aftertax) in its fixed maturity
investment portfolio aBeptembeB0, 2017. While the @mpany does not attempt to predict future interest rate movements,

a rising interest rate environment would reduce the market value of fixed maturity investments and, therefore, reduce
sharehol dersdé equity, and a dewd itnhexgop md xirtees t efestdeddt £.n v i
portfolio hasbendited from certaintax exemptions (primarily those related to interest from municipal bonds) @rtain

other tax laws, including, but not limited to, those governing dividends-receiveddeductions and tax credits (such as

foreign tax credits). Changs in theselaws couldadvergly impact thevalueo f t h e Co nipentpytl®. Seem v e s
fiChangesin U.S.tax laws or in the tax laws of other jurisdictionsin which we operate coul@ddversdy impactu sirdcluded

i n APmMiAA RIi sk Factorso in the Companyébés 2016 Annual Repo

In the first nine monthsof 2017, the Company had net fiex realized investment gains ol4% million, which were

primarily driven by gains on sales of éfyusecurities. At SeptembeB 0 , 2017, the carrying val u:
securities was @01 million, which included $2 million of netpre-tax unrealized gainsDuring the remainder of 2017, the
Company mayealize additional gains through thales of equity securities.

For f ro di scussi n of t MHMd n@emp ane nidexi iear v discdssom wftthep or t
ri sks he Companyds business during or f alylbewiimgv eas t fm
portfolio, see the risk factors entitled @&nbPoonomiaodpwneum, f ol |
our business could be mat &uwrineekneny podfadlialis sabgct te areditandtereserdtefrigk,c t e d 0
andmay suffer reducedretums or material realizedor unrealizedlosse®d i nc | u d é@dtem 1A0 RiskPRa d t inlthes 0
Companydés 2016 Fonrnual diRepuwgdi.on of the risks to the Col
exchange rate fluctuations, see the fisk ¢ t o r W @are dlsb dubgedt to & number of additionalrisks associted with

our business outsidethe United Staedi nc | ud e dd ltermlAFiRiag k HRiamttomes 0Companyds 2016
and s el® ItémP7adr Quantitative and QualitativBisclosura About Market Ris® Foreign Currency Exchange Rate

Ri sikno t he Companyés 2016 Annual Report .

0
0

Capital Position. The Company believes it has a strong capital position and, as part of its ongoing tefforesaite
shareholder value, expects to continue to return capital not needed to support its business operations to its sh@reholders.
Company expects that, generally over time, the combination of dividends to common shareholders and common share
repuchases will likely not exceegetincome. In addition, the timing and actual number of shares to be repurchased in the
future wild/ depend on a variety of additional factor s,
catastrophe s e s , mai ntaining capital l evel s commensurate with
agencies, funding of the Companyds qualified pension pl
legal requirements, regulatoppnstraints, other investment opportunities (including mergers and acquisitions and related
financings), market conditions and other factosor i nf or mati on regarding the Compa
2017, see fAiLiquidity and Capital Resources. 0

As a result of the Companyds busi nes stheoUnited Kirgédom ¢nicludinch e Un
LIl oydds) , t he RePraziht he C€dbmpary @&s dc atihe affects iofschaagessim forsignb j e ¢

currency exbange rates. For example, strengthening of the U.S. dollar in comparison to other currencies could result in a
reduction of s Harmre haaldd erisotn ad q wWiitsyc.eussi on of the Companyd.
i Pad tteml7A0 Quanitative and Qualitative Disclosus@bout MarketRisk i n t he Companybs 2016
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Many of the statements i n-lodkingsatenietts; wHicb arksabjest o cisks andchuncartaiatiesf o r
t hat are often difficult to pRAcudliresults caudddiffeb matesiallydfrorh these Co my
expressed or implied by such forwdabking statementsFurther, sucliorwardlooking statements speak only as of the date

of this report and the Company undertakes no obligation to update theemed Fido r war d Looking State
di scussion of potenti al ri sks and u ofopmertorssiorfinancelpositiom,see ¢ o u
APadlitem1lA Ri sk Fac tCompda 20§6&\ sitnhuea | Report and ACrd tical Accou

LIQUIDITY AND CAPITAL RESOURCES

Liquidity is a measure of a c olowsdomed the cadh requiredmgnts ofdts byistnase r a t
operations antb satisfygeneral corporate purposes when needed.

Operating Company Liquidity.The liquidity requirements of the Compadng i nsur anc e met primarily thy ar i e
funds generated dm premiums, feesincomereceived on investments and investment maturities:. further discussion of
operating company liquidity, sefiPart 10 ltem ™ Management 6 s Discussion and Anal y:
Results of OperatiodsLiquidity and Cap t a | Re s ouCcrepsarfidndnntah Reporas updated by the
Companyb6s Curr enKfileRempume 20,20l For m 8

Holding Company LiquidityTRVés | i quidity requirements primarily inclu
share repurchases and, from time to time, contributions to its qualified domestic pensioft@aptember 302017, TRV

held total cash and sheerm invested assets in the United States aggregatii®$ Billion and having a weighted average

maturity of 76 days. TRV has established a holding company liquidity target equal to its estimated annted prerest

expense and common shareholder dividends (currently approximately $1.1 bilioR)y 6 s hol di ng company
$1.96billion at Septerber 3Q 2017, which included net proceeds from the issuance of senior notes in the second quarter of
2017 described belok, x ceeded t hi s target and it is the oarésufficemt of t
t o me e tcurrégnRiiguidly requirements.

TRV is not dependent on dividends or other forms of repatriation from its foreign operations to support its liquidity needs.
U. S. income taxes have not been recognized onutededrsngsant i a
as of September 30, 2017, as such earnings are intended to be permanently reinvested in those operations. Furthermore, taxe
paid to foreign governments on these earnings may be used as credits against the U.S. tax on dividend di$tsilchions
earnings weréo be distributed to the holding company. The amount of undistributed eafming$foreign operations and
related taxes on those undistributed earnings were not nm
30, 2017.

TRV has a shelf registration statemditeéd with the Securities and Exchange CommisgiB8&C) that expires on June 17,
2019which permits it to issue securities from time to timeéRVTalso has a $1.0 billion line of credit facility with ansljcate

of finarcial institutions that expiresnaJune 72018. This lineof credit alsosupportsTRV6s $8 00 mi I Il i on com
program. At September 30, 2017, the Company had no commercial paper outstamé&i¥gs not reliant on its commercial

paper program to meet its operating cash flow needs.

The Company utilized uncollateralized letters of credit issued by major banks with an aggregate limit of approx@tétely $
million, to provide a portion of the capital needed to support its obligattohs L | o Septénber 80x2017. If
uncollateralized letters of credit are not available at a reasonable price or at all in the future, the Company cdizeollatera
these letters of credit or may have to sadikrnative means cfupportingits obligat ons a't LI oydos, whi ¢
utilizing holding company funds on hand

On August 4, 2017, the Company completed its previously announced acquisititirisstied and outstanding shares of
Simply Business HoldingsTD (Simply Business), a leadingrovider of small business insurance policies in the United
Kingdom, fora purchase price of approximat&¥64 million, which included the repayment of debt and other obligatiéns
Simply Business. In addition, the Company iss@8@53 shares of reatted commonstockvalued at approximately $12
million to certain employeesf Simply Businessvho were equity holders of Simply Businedshe Company usea portion

of the net proceeds from the issuance of senior notes in May 2017 (described in mibrie dete 8 of notes to the
unaudited consolidated financial statemeats] internal resourcés fund this transaction
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On December 15, <<2%50 Miliont5178% seroommteswylldnature. The Company will use a portion of
the proceeds from the issuance of senior notes in May 2017 (described in more detail in note 8 of notes to the unaudited
consolidated financial statements) to fund this migtu

Operating Activities

Net cash flows provided by operating activities in the first nine months of 2017 and 2016 were $3.22 billion and $3.06
billion, respectivel y. Cash flows in the firmentinnthene mo
second quarter of 2016 related to the settlement of the PPG Industries, Inc. litigation as described in more detail in the
AAsbestos Claims and Litigationd section herein.

Investing Activities

Net cash flowsused ininvesting activitiedn the first nine months of 2017 and 20M@&re $2.12 billion and $1.13 billion,
respectively. The Companyo6s cons ol iSdpemized30201d inceehseddy $2/68 Blliormer A% ®ver a t
yearend 2016 primarily reflectingthe impacts of net cadtows provided by operating activities, net proceeds from the
issuance of debt and an increase in the unrealized appreciation of investments, partially offegnby share repurchases
dividends paid to shareholdethe repayment of debt and the cosacquiring Simply Business.

Financing Activities

Net cash flowsused infinancing activities in the firshine monthsof 2017 and2016 were $1.05 billion an&2.04 hillion,
respectively. The totals in both periods primarily reflected common shavechgyses, dividends paid to shareholders and

the payment of debt, partially offset by the issuance of debt and the proceeds from employee stock option exercises.
Common share repurchases in the first nine months of 2017 and 2016 were $1.09 billio7 2hdllh, respectively.

Dividends Dividends paid to shareholdensre $589 million and %69 million in the firstnine monthsof 2017 and 2.6,
respectively. The decl aration and payment of future dilveaéteads 1t c
di scretion o Boadbf® rCootpamsy 6and wi | | depend upon many fac
position earnings, capital requirements of the Companybs op
ard other factors as thBoard ofDirectors deems relevanDividends wil be paid by the Company only if declared by its

Board ofDirectors out of funds legally available, subject to any other restrictions that may be applicable to the C@npany.
October 19, 2017, the Company announced that it declared a regular quarterly dividend of $0.72 per share, payable
December 29, 2017 to shareholders of record on December 11, 2017.

Share Repurchase AuthorizatiomheC o mp a Board sfDirectorshas approvedammon share repurchase authorizations
under whichrepurchasemay be madéom time to time in the open market, pursuant to-ggetrading plans meeting the
requirements of Rule 10bBB under the Securities Exchange Act of 1934, in private transactiomgherwise. The
authorizationslo not have a stated expiration dafiehe timing and actual number of shares to be repurchased in the future

will depend on a variety ofactors, includinggt he Companyés financi al posi fossesn, ea
mai ntaining capital | ev el sdestedratings frenunmdepéndent wating hgertcilssaling®b mp a n 'y
the Companyés qualified pension plan, capital requireme

regulabry constraints other investment opportunities (including mergers and acquisitions and related finantiadet
conditionsand other factorsDuring the three months and nine months ended September 30, 2017, the Company repurchased
2.6 million and 8.3million shares, respectively, under its share repurchase authorization, for a total cost of $328 million and
$1.03 billion, respectively. The average cost per share repurchased was $128.11 and $124.12, respectively. In April 2017,
the Board of Directorapproved a share repurchase authorization that added an additional $5.0 billion of repurchase capacity.
At September 30, 2017, the Company had $4.91 billion of capacity remaining under the share repurchase authorization.

Capital Structure The followi ng t abl e summari zes the c¢omponeSepembeBf t he
2017 and December 32016.
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September 30, December 31,

(in millions) 2017 2016
Debt:
1] 010713 (] 1 PRSPPI $ 950 $ 550
(o] 00 (=11 o FO TP PRRPPRN 6,004 5,911
Net unamortized fair value adjustments and debt iSSUANCE.COSLS.........covivviriecrireernninn, (33 (29
L0 r= o =1 o) SO SO 6,921 6,437
Sharehol dersé equity:
Common stock and retained earnings, less treasury SIOCK............oocuvvieeeieeeeniniiiiieeeennns 24,023 23,976
Accumulated other cOmpPrenenSIVE I0SS.........uviiiiiiiiiieee e (285 (7595
Total shar ehol.der.s.Q. ..e0.Uil L.y, 23,738 23,221
o) ez U or=T o] = 172 1o ) 4 1S $ 30,659 $ 29,658

On May 2, 2017, the Company issued $700 million aggregate principal amount of 4.00% senior notes that will mature on
May 30, 2047. See note 8 of notes to the unaudited consolidated financial statements for further discussion regarding the
terms of the senior nes. On June 2, 2017, the Company redeemed the remaining $107 million aggregate principal amount
of its 6.25% Fixedo-Floating Rate Junior Subordinated Debentures due 2067 at a price per debenture of 100% of the
principal amount thereof, plus accrued amgaid interest to the redemption date.

The fllowing table provides a reconciliation of total capitalization presented in the foregoing table to total capitalization
excluding net unrealized gains on investments.

Septembe 30, December 31,

(dollars in millions) 2017 2016
Total CaPItAliZALION. .......coiiiiieiie et $ 30,659 $ 29,658
Less: net unrealized gains on investments, Net Of 1aXeS........cccvvvviieiveeniecieiiiiiiiieeeeeeee, 1,006 730

Total capitalization excluding net unrealized gains on investments....................ocee.... $ 29,653 $ 28,928
Debtto-total Capital FALIO.......c.eviiiiiiee e 22.6% 21.7%
Debtto-total capital ratio excluding net unrealized gains on investments................... 23.3% 22.3%

The debtto-total capital ratio excluding net unrealized gains on investmertslésilated by dividing (a) debt by (b) total
capitalization excluding net unrealized gains and losses on investments, net of taxes. Net unrealized gains and losses on
investments can be significantly impacted by both interest rate movements and otloeniedactors. Accordingly, in the
opinion of the Comp a-toyotalscapitabratia cpleutara dn this bakisprodided another useful metric
for investors to wunderstand t helheCo@pmpyndy dedbtio-rotaltcapivab lo f | e
(excluding afteitax net unrealized investment gainP3.3%at September 3017 waswithintheCo mpany 6s t ar get
of 15% to 25%.

RATINGS

Ratings are an important factor i n thamsuaesindosyy. ThHe€ompanynp a n
receives ratings from the following major rating agenci e
Il nvestors Service (Moodyds) and Standar d &takerovith réspect(toS &P ) .
the Company since July 20, 2017:;Q fdrthequatter ended dume 3@,1201¢ ias filed e C
with the SEC. For additi 6 Hemlld Blsinesd Ra$ i oy Loof mpracdybdmal, see
Report as wupdated by t he CHKfifedanyné20,2C7.r r ent Report on For

1 On October 5, 2017, A.M. Best affirmed all ratings of the Company, except ratings for Travelers Insurance
Company Limited, which were affirmed on December 23,620The outlook for all ratings is stable.
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For a description of the CorefgrofiParflld Itenrd Md rcaad e maecrnctodusn t D inggc ue
Analysis of Financial Condition and Results of Operatiosr i t i ¢ a | Ac c ointheéd onngp aER8¢EABNUAlt € s O
Repotas updated by the Comp adiyilédon JanerRq, 2007The R@npany ahsidersits mhastr m 8
significant accounting estimates to be those applied to claims and claim adjustment expense reserves and related reinsuranc
recoverables, investment valuation and impairments, and goodwill and other intangible assets imp&ixoepits shown

in the table below, there have been no materi al changes
2016.

Claims and Claim Adjustment Expense Reserves

The table below displays t he t@entrexpanseyrésarveghby predact lidkcausentte a n d
establishment of claims and claim adjustment expense reserves is an inherently uncertain process involving estimates,
currently established claims and claim adjustment expense reserves may changempaeyQeflects adjustments to the
reserves in the results of operations in the period the estimates are changed. These changes irc@dliihmatadt in

i ncome statement charges that coul d be mdstireparticaldr,apostiont he C
ofthe Companyédés gross cl ai ms and c |208billionsatSepiesmben3R0li7)are fop e ns e
asbestos and environmental claims and related litigathsbestos and environmental reserves araided in the General

liability, Commercial multiperil and International and other lines in the summary table bélghile the ongoing review of

asbestos and environmental claims and associated liabilities considers the inconsistencies of court delcisionsrage,

plaintiffséd expanded theories of Iliability and tlrofrisks
the Companyés management, it is possible that sctoblckresoltut c om
in liability in future periods that differs from current
operating resultsAs best os and environment al reserves are dndG,cuUsSSs:eé
AEnNnvironment al Claims and Litigationdo and AUncertainty R
this report.

Gross claims and claim adjustment expense reserves by product line were as follows:

September 30, 2017 December 31, 2016
(in millions) Case IBNR Total Case IBNR Total
General liability.............oooeiiiiiiiieeee e, $ 4900 $ 6,909 $ 11809 $ 4951 $ 6,925 $ 11,876
Commercial property......cccoccveeeeeiniiieenene 914 691 1,605 752 357 1,109
Commercial multiperil..........ccccccevvviiiieennens, 1,899 1,968 3,867 1,807 1,935 3,742
Commercial automobile..............c.cvvveennnee, 2,224 1,226 3,450 2,190 1,178 3,368
Wor ker sd c.o.mp.e.ns.a.t.i 10,357 9,129 19,486 10,322 8,786 19,108
Fidelity and surety..........cccoccvveveeiiiiieennnnn, 261 277 538 242 323 565
Personabutomobile...........cccccoooovviiiiiieeenns 1,931 1,253 3,184 1,852 1,038 2,890
Homeowners and persodabther................ 633 693 1,326 622 468 1,090
International and other.................oeeeee. 2,782 1,686 4,468 2,740 1,441 4,181
Propertycasualty...........cccccvvvviviiiirinnnnns 25,901 23,832 49,733 25,478 22,451 47,929
Accident and health.................cccoeeiiiieen. 17 o] 17 20 o] 20
Claims and claim adjustment expense
TESEIVES. ... ieiiiiieeeeieeiieeeeeeeemeerteeeeeens $ 25918 $ 23,832 $ 49,750 $ 25,498 $ 22,451 $ 47,949

The $L.80 billion increase n gross claims and claim adjustment expense reserves since December @lrigGikily
reflectedthe impacs of (i) catastrophe losses incurred in the third quarter of 2017 and (ii) higher volumes of insured
exposures and loss cost trends for the current ectigear, partially offset by the impacts of (iii) payments related to
operations in runoff and (iv)et favorable prior year reserve development.
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Seenoteloiot es to the unaudited consolidated financial state
2016 Annual Repora s updated by t he Co mp a «Kfilddson Quner20, 01ir aRiscpssiontof on F
recently issued accoungrpronouncements.

FORWARD-LOOKING STATEMENTS

This report contains, and malnaglkinregnt s tmeatye mmeanktes, 0 cweirtthaiinn t
Securities Litigation Reform Act of 1995. All statements, other than statements ofchistacts, may be forwartboking

statement s. Words such as fimay, o fAwill, o0 #fAshould, o @l
Abelieves, 0 festimatesodo and si mil adookiagKsateraests Thesestateraente u s e
include, among other things, the Companyds statements ab

1T the Companyds o0 u trdsuitook operatimhs and fsmandialconditioa (including, among other things,
anticipatedpremium volume, premium ratesjargins,net am coreincome, investment income and performanc
loss costs, return on equity, core return on eqality expected current returasd combined ratios);

9 share repurchase plans;

9 future pension plan contributions;

T the sufficiency ofndbtheeres@eesmipanybés asbestos a

1 the impact of emerging claims issweswell as other insurance and finsurance litigation

1 the cost and availability of reinsurance coverage;

9 catastrophe lossémcluding recent California wildfires)

1 the impact of investment, ecomic (including inflation, potential changes in tax law and rapid changes in
commodity prices, as well as fluctuations in foreign currency exchange aateshderwriting market conditions;

9 strategic initiativego improve profitability and competitivess; and

T the i mpact of the Companydés acquisition of Simply Bus

The Company cautions investors that such statements are subject to risks and uncertainties, many of which are difficult to
predict and generally beyloadse dctua restits topiffen madesallycfronmthosecekpressedh a t
in, or implied or projected by, the forwatoloking information and statements.

Some of the factors that could cause actual results to differ include, but are not limited to, the following:

i catastrophe lossgmicluding those discussed aboeep ul d mat eri ally and adversely
operations, its financi al position and/or liquidity,
ability to raise cajpal and the availability and cost of reinsurance;

T if actual cl ai ms clagms and elaim adjhsemenCexpepsaenvgspos if changes in the estimated

level of claims and claim adjustment expemsserves are necessaiygluding as a resubf, among other things,
changes in the legal, regulatory and economic environments in which the Company opetates, Co mpany 6
financial results could be materially and adversely affected;

9 during or following a period of financial market disruptonane c onomi ¢ downt urn, t he Comj
be materially and adversely affected;

T the Companyds i issubjecttoneeditriskpamaay suffer materiatealized or unrealizetbsses
The Companyds i nvest memducegp a bow rfetarhsj particataly if irderest catesrenfain at

historically low levels for a prolonged period of time or decline further as a result of actions taken by central banks
(a risk which potentially could be increased by, among other thingdse Uni t ed Kingdombs wi
European Union);

1T the Companyds business could be harmed because of it
and related litigation;

1 the intense competition that the Company faeesl the impacof innovation, technological change and changing
customer preferences on the insurance industry and the markets in which the Company cpatatésym its
ability to maintain or increase its business volumesitmqtofitability;

I  disruptionstothe@€@mpanydés relationships witlrittshei iChanpemd/erst i
manage effectively a changing distribution landscapédd adversely affe¢dhe Company;
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the Company is exposed to, and may face adverse developments involving, mass tort claims such as those relating to
exposure to potentially harmful products or substances;

the effects of emerging cl ai msinessdre neerdatly age i ssues on
the Company may not be able to collect all amounts due to it from reinsugi@surance coverage may not be
available to the Company in the future at commercially reasonable rates onadl ale Company is exposed to

credit rik related to its structured settlements

the Company islsoexposed to credit risk in certain of itsurance operations and with respect to certain guarantee

or indemnification arrangements that it has with third parties

within the United StatesheCo mpany és b usi nes s byshe atates in vldch v dodycts business] at e

including licensing and supervisioa,nd changes in regulation may reduce t
growth;

a downgrade in t-pagngfComplainydscicdlai snsrength ratings col
business volumes, adversely impact the Companyds abil
borrowing costs;

the inability of t he Co nppaayn yddisv iidnesnudrsa ntcee tshuebsCamma m )

sufficient amounts would har m t hpayfGtorengharahgldersdividebds | i t vy
make future share repurchases

the Companyobs efforts t o drgeteegdrhackgs nmagnot be successhdniagcreate e x p «
enhanced risks;

the Company may be adversely affected if its pricing and capital models provide materially different indications
than actual results;

the Companydés busi nes send inparteos affectva idformpatiom techhobodyisysterhsyandd e p
on continuing to develop and implement improvements in technology;

if the Company experiences difficulties with technology, datd networksecurity(including as a result of cyber
attacks),outsourcing relationship®or cloudbased technology, he Companyds ability to coc
be negatively impacted,;

changes in U.S. tax laws or in the tax laws of other jurisdictions in which the Company operates could adversely
impact the Comany;

the Company is also subject to a number of additional risks associated with its business outside the United States,
including foreign currency exchange fluctuations and restrictive regulations, as well as the risks and uncertainties

associated wittte Uni t ed Kingdomdéds withdrawal from the Europe
regulatory changes outside of the United States, including in Canada and the European Union, could adversely
i mpact the Companyds results of operations and | i mit

loss of or significant régctions on the use of particular types of underwriting criteria, such as credit scoring, or

ot her data or met hodol ogi es, in the pricing and un
Companybés future profitability;

acquisitions and integiiah of acquired businesses may result in operating difficulties and other unintended
consequences;

the Company could be adversely affected if its controls designed to ensure compliance with guidelines, policies and
legal and regulatory standards are ritaative;

the Companyds businesses may be adversely affected if
intellectual property is important to the Companyds &
its own intellectual poperty or the Company may be subject to claims for infringing the intellectual property of
others;

changes in federal regulati@ould impose significant burdens on the Company and otherwise adversely impact the
Companyds results;

changesto existngU.8.ccounting standards may adversely impact t
the Compaeng@P@sr chase plans depend on a v dimanceltpgsitiomf f ac
earnings, share price, catastrophe loss&sintaining capitald vel s commensur at edesidt h t h
ratings from independent rating agenciesf undi ng of the Companyés qualified
the Companydés operating segun®ryanstaints aher, invelstem adportunigeg ui r er
(including mergers and acquisitions and related financimga)ket conditionsind other factors
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T h e Co mipravandyodking statements speaklgras of the date of thieeportor as of the date they are made, Hmel
Companyundertake no obligation to update forwaildoking statements. For a more detailed discussion of these factors, see

the information under the captiofi P ad Iltem 1Ad Risk Factor®@int h e Co mp aAnmualRepdtbildd6nith the
SECand fAManagement 6s Discussion and Anal ysi dereinfandifthem anci a
Company @snualRépbrea s updated by t he Comp a-KfielenJihe?20r201Yt Report

WEBSITE AND SOCIAL MEDIA DISCLOSURE

The Company may use its website and/or social media owlath, ag~acebook and Twitter, adistribution channels of
material company informationFinancial and otheémportantinformationregarding theCompany is routinelyposted on and
accessible through t h e C o mpweelosiyed sat http://investor.travelers.com its Facebook page at

https://www.facebook.com/travelerandits Twitter account (@Taveler$ at https://twitter.com/Travelersin addition, you
may automatically receive email alerts and other information about the Comyreemyyou enrollyour email addresshy

Vi si ti ngNotiflcationdd E ma c Hittp:/bnuestar.travelers.com

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

For t he disclogurasnapolitsmarkesk, p | e a s Part Hoeltem A9 Quantitative and Qualitative Disclosures
About Mar ktkeCo Rip 8 RO6ABNDal Report filed with the BC. There have been no material changes to the
C o mp a disgléssres about market riskPart 10 Item 7A of theC 0 mp a 20¥6&mnual Report.

Item 4. CONTROLS AND PROCEDURES

The Company maintains disclosure controls and procedures (as that term is defined in RLfg)1&ad 15d.5(e) under
the Securities Exchange Act of 1934, as amended (Exchange Att@réhdesigned to ensure that information required to be

di sclosed in the Companyds reports under the Exchange Ac
periods specified in the SECO6s r udcausulatachahd cdoromunicated tathed t h
Companyb6s management, including its Chief Executive Offi

decisions regarding required disclosures. Any controls and procedures, no matter how well desigoeérated, can
provide only reasonable assurance of achieving the desi
participation of the Companyés Chief Executive Officer e
design and operation of the Companyb6s di scl Gangisteset wihhontr o
guidance issued by theEE that an assessment of internal controls over financial reporting of a recently acquired business
may be omittedrfom management 6s evaluation of di sclosure <contr
assessment of such internal contfolsSi mpl y Business from its evalwuation of t
controls and procedureg.he Compan acquired all of the issued and outstanding shares of Simply Business on August 4,

2017.Si mply Business represented | ess than 1% of the Compa
net income as of and for the quarter ended 3amte 30, 2017Based upon that evaluation and subject to the foregoing, the
Companybs Chi ef Executive Officer and Chief Financi al Of

operation of the Companybds ereseffdctives to raecomplishntiheir oldjestivesaa at dhe p r o
reasonable assurance level.

In addition, there was no change in the Companyds intern
13a15(f) and 15€15(f) under the Exchange Acthat occurred during the quarter ended September 30, 2017 that has
materially affected, or is reasonabl ytrolovekfmangal reportingiehe er i al

Company is in the process of reviewing the internal corgnalcture of Simply Business and, if necessary, will make
appropriate changes as it integrates Simply Business into the Company's overall internal control over financial reporting
process.

The Companyregularly see& to identify, develop and implementnprovements tadts technology systems and business
processes, some of which may affgstinternal control over financial reporting. These changes may include such activities
as implementing new, more efficient systems, updating existing systems ormpfatutomating manual processas
utilizing technology developed by third partiefhese systems changes are often phased in over multiple periods in order to
limit the implementation risk in any one period, and as each change is implertfentédmpanymonitors its effectiveness

as part ofts internal control over financial reporting.
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THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
PART Il ¥ OTHER INFORMATION
[tem1l. LEGAL PROCEEDINGS

The information required with respect to this item can be faumdd e r /i C o n t notal@ ef matest@tisedinaudited
consolidated financial statements contained in this quarterly report and is incorporated by reference intolthis Item

Item 1A. RISK FACTORS

For a discussion of t breaincettaintigs,aplegsé séePmd@ tteamitAd Rl s kr | BEkdhe or s O
C o mp a A0g6dAsNnual Report filed with theSEC I n addition, pl ease see fAManage
Financial Condition and Results of Operatdr@ u t | beseina n & Ciitical Accounting Estimateso
Co mp a A0¥6ABNUal Reporas updated by t he Co mp aKyilédson Liner20, 201iiTheRe por t
have been no material changes to the risk factors disclosed i® Rt 1A of theC 0 mp a 20y6&mual Report.

[tem2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On August 4, 2017, as partial consideration tfa acquisition of Simply Business, the Company issued 95,953 shares of
restrictedcommon stock taertain employeesf Simply Businesswho were equity holders of Simply Busines$hese

shares were issued without registration under the Securities Act of 1933, as amended, in reliance upon the issuer safe harbo
provided by Regulation S for an offshore sale.

The table belowsets forth information regarding repurchases by the Company of its common stock during the periods
indicated.

ISSUER PURCHASES OF EQUITY SECURITIES

Approximate
dollar value of

Total number of shares that may
shares purchased yet be purchased
Total number of as part of under the
shares Average price paid publicly announced plans or programs
Period Beginning Period Ending purchased per shae plans or programs (in millions)
Julyl, 20T/ July 31, 2017 627,978 $126.68 627,558 $5,154
Augustl, 2017  August3l, 207 1,932,233 $128.58 1,932,233 $4,906
Sept.1, 2077 Sept.30, 207 544 $119.78 o} $4,906
Total 2,560,755 $128.11 2,559,791 $4,906

TheC o mp a Board efDirectorshas approved common shaepurchase authorizatiomsder whichrepurchasemay be

madefrom time to time in the open market, pursuant togeetrading plans meeting the requirements of Rule -10b&der

the Securities Exchange Act of 1934, in private transactions or otherWigeauthorizationslo not have a stated expiration

date. The timing and actual number of shares to be repurchased in theitutepend on a variety dhctors, including

the Companyods financial posi ti omaitaingn@aapital levgls gommsehsarate witipthei ¢ e
C o mp a degitedratings from independent rating agenciesf undi ng of the Companyo6s quse
requirements of t he Companyos 0 p egulatory congtraiis, wther iinddsteeni e s
opportunities (including mergers and acquisitions and related financingelet conditionsnd other factorsin April 2017,

the Board of Directors approved a share repurchase authorization that added an additional $5.0 biflizohafse capacity.

The Company acquired 964 shares for a total cost of approximately $0.1 million during the three months ended September
30, 2017 that were not part of the publicly announced share repurchase authorization. These shares cohaigied of s
retained to cover payroll withholding taxes in connection with the vesting of restricted stock unit awards and performance
share awards, and shares used by employees to cover the price of certain stock options that were exercised.

tem 5. OTHER INFORMATION

Executive Ownership and Sales Al | of the Companyds executive officers
ownership policy. For a summary of this policy d&Stockurren
Ownerslip Guidelines, AntHe dgi ng and Pl edging Policies, and Ot her Tr
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Item 5. OTHER INFORMATION , Continued
statement filed witlthe SEC on March 31, 2017Fr om t i me t o t i me, some of the Compsze

it is advisable to diversify their investments for personal financial planning reasons, or may seek liquidity for othsy reaso
and may, in compliance witthe stock ownership policy, sell shares of common stock of the Company on the open market, in

private transactions or to the Company. To effect such s
into trading plans designedtocomplyi t h t he Companyés Securities Tr-ddndeng Pol
the Securities Exchange Actof 193%.he trading plans wil |l not reduce any of

shares below the applicable executive stock aship guidelines. The Company does not undertake any obligation to report

Rule 10b51 plans that may be adopted by any employee or director of the Company in the future, or to report any
modifications or termination of any publicly announced plds of the date of thisreporhone of t hmamegdo mp an
executive offices (i . e . , an executive officer named in the compens:c
statement filedwith the FEC) haveentered into a Rule 10HbB trading plan that renves in effect See A Compensat
Discussion and Analysig Stock Ownership Guidelines, Artledging and Pledging Policies, and Other Trading
Restrictionso in the CompaBECwdMarch31p20ly st at ement filed wit

Item 6. EXHIBITS

Exhibit Number Description of Exhibit

3.1 Amended and Restated Articles of Incorporation of The Travelers Companies, Inc. (the Comg
amended and restated May 23, 2013, were fil+
K filed on May 24, 2013, and are incorporated herein by reference.

3.2 Bylaws of The Travelers Companies, Inc. as Amended and Restated November 3, 2016 wer
Exhibit 3.2 to the CompKifilegadn Slovember 8, 2016, and are inoordte
herein by reference.

1 2 . 1 Statement regarding the computation of the ratio of earnings to fixed charges.

3 1. 1 Certification of Alan D. Schnitzer, Chairman and Chief Executive Officer of the Company, as reqt
Section 3@ of the Sarbane®@xley Act of 2002.

3 1. 2 Certification of Jay S. Benet, Vice Chairman and Chief Financial Officer of the Company, as req
Section 302 of the Sarban€xley Act of 2002.

3 2 . 1 Certification of Alan D. Schnitzer, ChairmandChief Executive Officer of the Company, as require
Section 906 of the Sarban@xley Act of 2002.

3 2 . 2 Certification of Jay S. Benet, Vice Chairman and Chief Financial Officer of the Company, as req
Section 906 of the Sarban@xley Ad of 2002.

101. 1The foll owing financi al information from ThQ
for the quarter ended September 30, 2017 formatted in XBRL: (i) Consolidated Statement of Incon
three months and nine mihls ended September 30, 2017 and 2016; (ii) Consolidated Stater
Comprehensive Income for the three months and nine months ended September 30, 2017 and
Consolidated Balance Sheet at September 30, 2017 and December 31, 2016; (iv) Cen<stidament
Changes in Sharehol dersd Equity for the nine
Statement of Cash Flows for the nine months ended September 30, 2017 and 2016; and (vi)
Consolidated Financial Statements.

A Filed herewith.

The total amount of securities authorized pursuant to any instrument defining rights of holders-tefriomigbt of the
Company does not exceed 10% of the total assets of the Company and its consolidated subsidiaries. Thé&efopante

is not filing any instruments evidencing lotgym debt. However, the Company will furnish copies of any such instrument to
the Securities and Exchange Commission upon request.

Copies of any of the exhibits referred to above will be furnishesg¢arity holders who make written request therefor to The
Travelers Companies, Inc., 385 Washington Street, Saint Paul, MN 55102, Attention: Corporate Secretary.

77



THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
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The agreementand other documents filed as exhibits to this report are not intended to provide factual information or other
disclosure other than the terms of the agreements or other documents themselves, and you should not rely on them for tha
purpose. In particularany representations and warranties made by the Company in these agreements or other documents
were made solely within the specific context of the relevant agreement or document and may not describe the actual state of
affairs at the date they were madeabany other time.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, The Travelers Companies, Inc. has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

THE TRAVEL ERS COMPANIES, INC.
(Registrant)

Date: October 19, 2017 By /sl KENNETHF. SPENCEIII
Kenneth F. Spence IlI
Executive Vice President and General Counsel
(Authorized Signatory)

Date: October 19, 2017 By /sl DoucLAs K. RUSSELL
Douglas K. Russell
Senior Vice President and Corporate Controller
(Principal Accounting Officer)
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Exhibit 12.1

THE TRAVELERS COMPANIES, INC. AND SUBSIDIARIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Three Months Ended Nine Months Ended
Sepember 30, September 30,

(in millions, except ratios) 2017 2016 2017 2016
Income before income taxes................. $ 320 $ 947 $ 1,870 $ 2,751
INtEreSt.....eeiieee e, 95 89 276 273
Portion of rentals deemed to be interest 16 16 46 49

Income available for fixed charges..... $ 431 $ 1,052 $ 2,192 $ 3,073

Fixed charges:

INEIEST....vvvii e $ 95 $ 89 $ 276 $ 273
Portion of rentals deemed to be intere 16 16 46 49
Total fixed charges........ccccceevnennee. $ 111 $ 105 $ 322 $ 322
Ratio of earnings to fixed charges......... 3.89 9.97 6.81 9.54

The ratio of earnings to fixed charges is computed by dividing income available for fixed charges by the total fixed charges.
For purposes of this ratio, fixed charges consist of interest and that portion of rentals deemed representative ofidie approp
interest factor.
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Exhibit 31.1

CERTIFICATION

I, Alan D. Schnitzer, certify that:

1.

| have reviewed this Quarterly Bert on Form 180 for the quarter ende8eptember30, 2017 of The Travelers
Companies, Inc. (the Company);

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to makke statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included-épani, fairly present
in all material respects the financial condition, results of operations and cash flows of the Company as of, and for, the
periods presented in this report;

The Companydés other <certi fyi nlighingdnd maintiningaiscidsure coatroleand e s p
procedures (as defined in Exchange Act Rules1Ba) and 15d.5(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 18%(f) and 15€15(f)) for the Company and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the Company, including its
consolidated subsidiaries, is made known gdoy others within those entities, particularly during the period in
which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supisign, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c) evaluated the effectiveness ofthe@pany 6s di scl osure controls and proc
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d) disclosed intti s report any change in t
during the Company6s most recent
report) that has materially affected, orisreasohay | i kel y t
over financial reporting; and

he Companyds inter|
fiscal quarter (ttF
o materially affect

The Companyds other certifying officer and | have dis
over financial reporting, to the Compa@ng audi t odist acna@mmihtet eaau of t heetorarmpany
persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting whih ar e reasonably 1likely to adversely affect t
and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in
theCompanybés internal control over financi al reportincg

<

Date: October 192017 By: /sl ALAN D. SCHNITZER

Alan D. Schnitzer
Chairman and Chief Executive Officer
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Exhibit 31.2

CERTIFICATION

I, Jay S. Benet, certify that:

1. | have reviewed this Quarterly Report on FormQG@or the quarter ende8eptember 30, 201@f The Travelers

Companies, Inc. (the Company);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or dend toaerial

fact necessary to make the statements made, in light of the circumstances under which such statements were made, no

misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and fila@icial information included in this report, fairly present

in all material respects the financial condition, results of operations and cash flows of the Company as of, and for, the

periods presented in this report;

4. The Companyds flicertamdrl arerespandibfe yor estgblishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules1Ba) and 15d.5(e)) and internal control over financial reporting

(as defined in Exchange Act Rules 13(f) and 15€15(f)) for the Company and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the Company, including its
consoldated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over finaodiabréep
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

¢ evaluated the effectiveness of the Companyds disclo
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on&uevaluation; and

d disclosed in this report any change in the Company
during the Company6s most recent fiscal quarter (ttF
reporty thathas mat erially affected, or is reasonably 1|ike
over financial reporting; and

5. The Companydés other certifying officer and | have dis
over financi al reporting, tdd tt lteo mtno mp aerey b d uieeiorO@rmg aanry
persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of iobertnall over financial
reporting which are reasonably likely to adversely
and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in
the Companyds internal control over financi al repor

Date: October 19, 2017 By: /s/  Jay S. BENET
Jay S Benet

Vice Chairman and Chief Financial Officer
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Exhibit 32.1

THE TRAVELERS COMPANIES, INC.
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

Pursuabhto Rule 13al 4 ( b) of the Securities Exchange Act of 1934 ('t
undersigned officer of The Travelers Companies, Il nc. (t
Report on Form 1@ forthequar t er ended September 30, 2017 (the HARep:«
Section 13(a) or 15(d) of the Exchange Act and that the information contained in the Report fairly presents, in all material
respects, the financial condition and réswoif operations of the Company.

Date: October 19, 2017 By: /sl ALAN D. SCHNITZER

Name: Alan D. Schnitzer
Title: Chairman and Chief Executive Officer
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Exhibit 32.2

THE TRAVELERS COMPANIES, INC.
CERTIFICATION OF CH IEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

Pursuantto Rule 1384 ( b) of the Securities Exchange Act of 1934 ('t
unders gned of ficer of The Travelers Companies, Il nc. (the
Report on Form @ f or t he quarter ended September 30, 2017 (the
Section 13(a) or 15(d) of tHexchange Act and that the information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the Company.

Date: October 19, 2017 By: /sl Jav S. BENET
Name: Jay S. Benet
Title: Vice Chairman and Chief Financial Officer
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