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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2007

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from                          to                         .

Commission file number 1-14536

PartnerRe Ltd.
(Exact name of Registrant as specified in its charter)

Bermuda Not Applicable
(State of incorporation) (I.R.S. Employer Identification No.)

90 Pitts Bay Road, Pembroke, HM08, Bermuda

(Address of principal executive offices) (Zip Code)

(441) 292-0888

(Registrant�s telephone number, including area code)

Not Applicable
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(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to the filing requirements for at least the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer    x Accelerated filer    ¨ Non-accelerated filer    ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of the Registrant�s common shares (par value $1.00 per share) outstanding as of May 1, 2007 was 56,809,447.
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PART I�FINANCIAL INFORMATION

Item 1. Financial Statements
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of PartnerRe Ltd.

We have reviewed the accompanying condensed consolidated balance sheet of PartnerRe Ltd. and subsidiaries as of March 31, 2007, and the
related condensed consolidated statements of operations and comprehensive income, shareholders� equity and cash flows for the three-month
periods ended March 31, 2007 and 2006. These interim condensed consolidated financial statements are the responsibility of the Company�s
management.

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board (United States). A review of
interim financial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial and
accounting matters. It is substantially less in scope than an audit conducted in accordance with standards of the Public Company Accounting
Oversight Board (United States), the objective of which is the expression of an opinion regarding the financial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to such condensed consolidated interim financial
statements for them to be in conformity with accounting principles generally accepted in the United States of America.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheet of PartnerRe Ltd. and subsidiaries as of December 31, 2006 and the related consolidated statements of operations and
comprehensive income, shareholders� equity and cash flows for the year then ended (not presented herein); and in our report dated March 1,
2007, we expressed an unqualified opinion on those consolidated financial statements. In our opinion, the information set forth in the
accompanying condensed consolidated balance sheet as of December 31, 2006 is fairly stated, in all material respects, in relation to the
consolidated balance sheet from which it has been derived.

/s/ Deloitte & Touche        

Deloitte & Touche

Hamilton, Bermuda

May 9, 2007
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PartnerRe Ltd.

Unaudited Condensed Consolidated Balance Sheets

(Expressed in thousands of U.S. dollars, except parenthetical share data and per share data)

March 31,
2007

December 31,
2006

Assets
Investments:
Fixed maturities, available for sale, at fair value (amortized cost: 2007, $8,126,763; 2006, $7,852,798) $ 8,117,001 $ 7,835,680
Short-term investments, available for sale, at fair value (amortized cost: 2007, $81,548; 2006, $133,872) 81,469 133,751
Equities, available for sale, at fair value (cost: 2007, $1,245,556; 2006, $920,913) 1,340,205 1,015,144
Trading securities, at fair value (cost: 2007, $190,145; 2006, $578,445) 196,564 599,972
Other invested assets 125,162 105,390

Total investments 9,860,401 9,689,937
Cash and cash equivalents, at fair value, which approximates amortized cost 1,099,323 988,788
Accrued investment income 169,387 157,923
Reinsurance balances receivable 1,995,587 1,573,566
Reinsurance recoverable on paid and unpaid losses 175,999 168,840
Funds held by reinsured companies 981,927 1,002,402
Deferred acquisition costs 617,710 542,698
Deposit assets 337,986 306,212
Net tax assets 8,419 17,826
Goodwill 429,519 429,519
Other assets 69,286 70,514

Total assets $ 15,745,544 $ 14,948,225

Liabilities
Unpaid losses and loss expenses $ 6,926,221 $ 6,870,785
Policy benefits for life and annuity contracts 1,500,249 1,430,691
Unearned premiums 1,675,348 1,215,624
Reinsurance balances payable 122,808 115,897
Ceded premiums payable 23,309 17,213
Funds held under reinsurance treaties 21,427 21,257
Deposit liabilities 386,125 350,763
Net payable for securities purchased 126,778 90,331
Accounts payable, accrued expenses and other 178,730 172,212
Long-term debt 620,000 620,000
Debt related to capital efficient notes 257,605 257,605

Total liabilities 11,838,600 11,162,378

Shareholders� Equity
Common shares (par value $1.00, issued and outstanding: 2007, 56,704,414; 2006, 57,076,312) 56,704 57,076
Series C cumulative preferred shares (par value $1.00, issued and outstanding: 2007 and 2006, 11,600,000;
aggregate liquidation preference: 2007 and 2006, $290,000,000) 11,600 11,600
Series D cumulative preferred shares (par value $1.00, issued and outstanding: 2007 and 2006, 9,200,000;
aggregate liquidation preference: 2007 and 2006, $230,000,000) 9,200 9,200
Additional paid-in capital 1,392,449 1,413,977
Accumulated other comprehensive income:
Net unrealized gains on investments (net of tax of: 2007, $16,581; 2006, $15,429) 63,674 56,913
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Currency translation adjustment 77,636 68,734
Unfunded pension obligation (net of tax of: 2007, $2,128; 2006, $2,122) (7,296) (7,277)
Retained earnings 2,302,977 2,175,624

Total shareholders� equity 3,906,944 3,785,847

Total liabilities and shareholders� equity $ 15,745,544 $ 14,948,225

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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PartnerRe Ltd.

Unaudited Condensed Consolidated Statements of Operations and Comprehensive Income

(Expressed in thousands of U.S. dollars, except share and per share data)

For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Revenues
Gross premiums written $ 1,301,763 $ 1,372,846
Net premiums written $ 1,270,573 $ 1,344,604
Increase in unearned premiums (428,531) (511,783)

Net premiums earned 842,042 832,821
Net investment income 119,017 99,952
Net realized investment gains 768 55,098
Other income 517 7,756

Total revenues 962,344 995,627
Expenses
Losses and loss expenses and life policy benefits 478,734 498,817
Acquisition costs 200,724 199,257
Other operating expenses 78,985 74,430
Interest expense 13,510 12,721
Net foreign exchange losses 4,246 3,348

Total expenses 776,199 788,573
Income before taxes and interest in earnings of equity investments 186,145 207,054
Income tax expense 19,904 16,130
Interest in earnings of equity investments 3,025 2,319

Net income $ 169,266 $ 193,243
Preferred dividends 8,631 8,631

Net income available to common shareholders $ 160,635 $ 184,612

Comprehensive income, net of tax
Net income $ 169,266 $ 193,243
Change in net unrealized gains or losses on investments 6,761 (92,050)
Change in currency translation adjustment 8,902 9,725
Change in unfunded pension obligation, net of tax (19) �  

Comprehensive income $ 184,910 $ 110,918

Per share data
Net income per common share:
Basic net income $ 2.82 $ 3.25
Diluted net income $ 2.76 $ 3.21
Weighted average number of common shares outstanding 56,960,339 56,733,528
Weighted average number of common and common share equivalents outstanding 58,200,209 57,600,987
Dividends declared per common share $ 0.43 $ 0.40

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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PartnerRe Ltd.

Unaudited Condensed Consolidated Statements of Shareholders� Equity

(Expressed in thousands of U.S. dollars)

Common
shares

Preferred
shares

Additional

paid-in
capital

Net unrealized

gains on
investments,

net of tax

Currency
translation
adjustment

Unfunded
pension

obligation,

net of tax
Retained
earnings

Total

shareholders�

equity
Balance at December 31, 2006 $ 57,076 $ 20,800 $ 1,413,977 $ 56,913 $ 68,734 $ (7,277) $ 2,175,624 $ 3,785,847
Issue of common shares 115 �  11,769 �  �  �  �  11,884
Repurchase of common shares (487) �  (33,297) �  �  �  �  (33,784)
Impact of adopting FIN 48 �  �  �  �  �  �  (8,721) (8,721)
Net unrealized gains on
investments, net of tax �  �  �  6,761 �  �  �  6,761
Currency translation adjustment �  �  �  �  8,902 �  �  8,902
Unfunded pension obligation, net
of tax �  �  �  �  �  (19) �  (19)
Net income �  �  �  �  �  �  169,266 169,266
Dividends on common shares �  �  �  �  �  �  (24,561) (24,561)
Dividends on preferred shares �  �  �  �  �  �  (8,631) (8,631)

Balance at March 31, 2007 $ 56,704 $ 20,800 $ 1,392,449 $ 63,674 $ 77,636 $ (7,296) $ 2,302,977 $ 3,906,944

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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PartnerRe Ltd.

Unaudited Condensed Consolidated Statements of Shareholders� Equity

(Expressed in thousands of U.S. dollars)

Common
shares

Preferred
shares

Additional

paid-in
capital

Deferred
compensation

Net unrealized
gains (losses) on
investments,

net of tax

Currency
translation
adjustment

Retained
earnings

Total

shareholders�

equity
Balance at December 31, 2005 $ 56,730 $ 20,800 $ 1,373,992 $ (107) $ 77,049 $ 12,614 $ 1,551,709 $ 3,092,787
Issue of common shares 13 �  6,303 �  �  �  �  6,316
Impact of adopting SFAS 123R �  �  �  107 �  �  �  107
Net unrealized losses on
investments, net of tax �  �  �  �  (92,050) �  �  (92,050)
Currency translation adjustment �  �  �  �  �  9,725 �  9,725
Net income �  �  �  �  �  �  193,243 193,243
Dividends on common shares �  �  �  �  �  �  (22,662) (22,662)
Dividends on preferred shares �  �  �  �  �  �  (8,631) (8,631)

Balance at March 31, 2006 $ 56,743 $ 20,800 $ 1,380,295 $ �  $ (15,001) $ 22,339 $ 1,713,659 $ 3,178,835

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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PartnerRe Ltd.

Unaudited Condensed Consolidated Statements of Cash Flows

(Expressed in thousands of U.S. dollars)

For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Cash Flows from Operating Activities
Net income $ 169,266 $ 193,243
Adjustments to reconcile net income to net cash provided by operating activities:
Amortization of net premium on investments 1,566 7,918
Net realized investment gains (768) (55,098)
Changes in:
Net unearned premiums 428,531 511,783
Net reinsurance balances (402,977) (448,371)
Unpaid losses and loss expenses including life policy benefits 81,527 17,475
Net tax assets (641) 14,085
Other changes in operating assets and liabilities (11,481) (24,666)
Net sales of trading securities 415,308 13,755
Other, net 4,246 3,346

Net cash provided by operating activities 684,577 233,470
Cash Flows from Investing Activities
Sales of fixed maturities 1,178,694 676,298
Redemptions of fixed maturities 230,279 190,268
Purchases of fixed maturities (1,640,076) (968,467)
Sales of short-term investments 2,397 11,227
Redemptions of short-term investments 82,751 58,587
Purchases of short-term investments (32,420) (124,128)
Sales of equities 267,450 4,583,276
Purchases of equities (587,505) (4,577,324)
Other, net (11,214) (885)

Net cash used in investing activities (509,644) (151,148)
Cash Flows from Financing Activities
Cash dividends paid to shareholders (33,192) (31,293)
Net (repurchase) issue of common shares (28,762) 625
Contract fees on forward sale agreement (2,435) �  

Net cash used in financing activities (64,389) (30,668)
Effect of foreign exchange rate changes on cash (9) 1,212
Increase in cash and cash equivalents 110,535 52,866
Cash and cash equivalents�beginning of period 988,788 1,001,378

Cash and cash equivalents�end of period $ 1,099,323 $ 1,054,244

Supplemental cash flow information:
Taxes paid $ (20,522) $ (2,712)
Interest paid $ (6,171) $ (9,197)

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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PartnerRe Ltd.

Notes to Unaudited Condensed Consolidated Financial Statements

1.    Organization

PartnerRe Ltd. (the Company or PartnerRe) provides reinsurance on a worldwide basis through its principal wholly owned subsidiaries, Partner
Reinsurance Company Ltd. (Partner Reinsurance), PartnerRe SA and Partner Reinsurance Company of the U.S. (PartnerRe U.S.). Risks
reinsured include, but are not limited to property, casualty, motor, agriculture, aviation/space, catastrophe, credit/surety, engineering, energy,
marine, specialty property, specialty casualty, other lines, life/annuity and health and alternative risk products. The Company�s alternative risk
products include weather and credit protection to financial, industrial and service companies on a worldwide basis.

2.    Significant Accounting Policies

The Company�s Condensed Consolidated Financial Statements have been prepared in accordance with accounting principles generally accepted
in the United States (U.S. GAAP) for interim financial information and with the instructions for Form 10-Q and Article 10 of Regulation S-X.
The Condensed Consolidated Financial Statements include the accounts of the Company and its subsidiaries, including those that meet the
consolidation requirements of variable interest entities (VIEs). The Company assesses the consolidation of VIEs based on whether the Company
is the primary beneficiary of the entity in accordance with FASB Interpretation No. 46 (revised December 2003) �Consolidation of Variable
Interest Entities� (FIN 46R). Entities in which the Company has an ownership of more than 20% and less than 50% of the voting shares are
accounted for using the equity method. Intercompany accounts and transactions have been eliminated.

The preparation of financial statements in conformity with U.S. GAAP requires Management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. While Management believes that the amounts included in the Condensed Consolidated Financial Statements reflect its best
estimates and assumptions, actual results could differ from those estimates. The Company�s principal estimates include:

� Unpaid losses and loss expenses;

� Policy benefits for life and annuity contracts;

� Gross and net premiums written and net premiums earned;

� Recoverability of deferred acquisition costs;

� Determination of other-than-temporary impairments of investments;

� Recoverability of tax loss carry-forwards;

� Valuation of goodwill; and

� Valuation of other invested assets, including certain derivative financial instruments.
In the opinion of Management, all adjustments (which include normal recurring adjustments) necessary for a fair presentation of results for the
interim periods have been made. As the Company�s reinsurance operations are exposed to low-frequency high-severity risk events, some of
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which are seasonal, results for certain interim periods may include unusually low loss experience while results for other interim periods may
include significant catastrophic losses. Consequently, the Company�s results for interim periods are not necessarily indicative of results for the
full year. These Condensed Consolidated Financial Statements should be read in conjunction with the Consolidated Financial Statements and
notes thereto included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2006.

3.    New Accounting Pronouncements

SFAS 155

In February 2006, the FASB issued Statement No. 155 �Accounting for Certain Hybrid Financial Instruments�an amendment of FASB Statements
No. 133 and 140� (SFAS 155). This Statement amends SFAS No. 133 �Accounting for Derivative Instruments and Hedging Activities� (SFAS
133), as amended on January 1, 2001 and SFAS No. 140 �Accounting for Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities� (SFAS 140). This Statement resolves issues addressed in SFAS 133 DIG Issue No. D1 �Application of Statement 133 to Beneficial
Interests in Securitized Financial Assets�. It permits fair value remeasurement for any hybrid financial instrument that contains an embedded
derivative that otherwise would require bifurcation; clarifies which interest-only strips and principal-only strips are not subject to the
requirements of SFAS 133; establishes a requirement to evaluate interests in securitized financial assets to identify interests that are freestanding
derivatives or that are hybrid financial instruments that contain an embedded derivative requiring bifurcation; clarifies that concentrations of
credit risk in the form of subordination are not embedded derivatives; and amends SFAS 140 to eliminate the prohibition on a qualifying
special-purpose entity from holding a derivative financial instrument that pertains to a beneficial interest other than another derivative financial
instrument.

In January 2007, the FASB finalized SFAS 133 DIG Issue No. B40 �Embedded Derivatives: Application of Paragraph 13(b) to Securitized
Interests in Prepayable Financial Assets� (Issue B40). Issue B40 determined criteria to evaluate whether a securitized interest in prepayable
financial assets would not be subject to the bifurcation conditions in paragraph 13(b) of SFAS 133, thereby modifying the way beneficial
interests in securitized financial assets are evaluated under SFAS 155.

The Company adopted SFAS 155 as of January 1, 2007 and applied Issue B40 for all securitized interests in prepayable financial assets acquired
by the Company after the adoption of SFAS 155. The adoption of SFAS 155 and Issue B40 did not have a significant impact on the consolidated
shareholders� equity or net income of the Company.

9
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SFAS 157

In September 2006, the FASB issued Statement No. 157, �Fair Value Measurements� (SFAS 157). This statement defines fair value, establishes a
framework for measuring fair value and expands disclosures regarding fair value measurements. SFAS 157 provides guidance on how to
measure fair value when required under existing accounting standards. The statement requires disclosure of the fair value of financial
instruments according to a fair value hierarchy that prioritizes the information used to measure fair value into three broad levels. Quantitative
and qualitative disclosures will focus on the inputs used to measure fair value for both recurring and non-recurring fair value measurements and
the effects of the measurements on the financial statements.

SFAS 157 will be effective for fiscal years beginning after November 15, 2007. The Company is currently evaluating the impact of the adoption
of SFAS 157 on its consolidated shareholders� equity or net income.

SFAS 159

In February 2007, the FASB issued Statement No. 159, �The Fair Value Option for Financial Assets and Financial Liabilities�Including an
amendment of FASB Statement No. 115� (SFAS 159). SFAS 159 allows entities to choose, at specified election dates, to measure eligible
financial assets and liabilities at fair value that are not otherwise required to be measured at fair value. If a company elects the fair value option
for an eligible item, changes in that item�s fair value in subsequent reporting periods must be recognized in current earnings. SFAS 159 also
establishes presentation and disclosure requirements designed to draw comparisons between entities that elect different measurement attributes
for similar assets and liabilities.

SFAS 159 will be effective for fiscal years beginning after November 15, 2007. The Company is currently evaluating the impact of the adoption
of SFAS 159 on its consolidated shareholders� equity or net income.

4.    Taxation

Effective January 1, 2007, the Company adopted FASB Interpretation No. 48, �Accounting for Uncertainty in Income Taxes � an interpretation of
FASB Statement No. 109� (FIN 48). The Interpretation requires companies to recognize the tax benefits of uncertain tax positions only where the
position is �more likely than not� to be sustained assuming examination by tax authorities. A liability must be recognized for any tax benefit (along
with any interest and penalty, if applicable) claimed in a tax return in excess of the amount allowed under the Interpretation.

The effect of the adoption of FIN 48 on the Company�s Condensed Consolidated Statement of Shareholders� Equity was a reduction in opening
retained earnings of $8.7 million, with no impact on the Company�s net income.

The total amount of unrecognized tax benefits at January 1, 2007 (date of adoption) and March 31, 2007, is as follows (in thousands of U.S.
dollars):

January 1, 2007

(date of adoption) March 31, 2007
Unrecognized tax benefits that, if recognized, would affect the effective tax rate $ 28,915 $ 29,054
Interest and penalties recognized on the above 387 696

Total $ 29,302 $ 29,750

Unrecognized tax benefits that, if recognized, would create a temporary difference between the
reported amount of an item in the Company�s Condensed Consolidated Balance Sheet and its tax
basis $ 2,221 $ 2,146
Interest and penalties recognized on the above �  �  

Total $ 2,221 $ 2,146

Total unrecognized tax benefits, including interest and penalties $ 31,523 $ 31,896
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The Company recognizes interest and penalties as income tax expense in its Condensed Consolidated Statements of Operations.

Management does not expect that the total amount of unrecognized tax benefits will change significantly in 2007. Income tax returns are open
for examination for the tax years 2003-2006 in France, Switzerland and the United States.
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5.    Computation of Net Income per Common and Common Share Equivalents

The reconciliation of basic and diluted net income per share is as follows (in thousands of U.S. dollars or shares, except per share amounts):

For the three

months ended

March 31, 2007

For the three

months ended

March 31, 2006
Basic net income per share:
Net income $ 169,266 $ 193,243
Less: preferred dividends 8,631 8,631

Net income available to common shareholders $ 160,635 $ 184,612

Weighted average number of common shares outstanding 56,960.3 56,733.5
Basic net income per share $ 2.82 $ 3.25
Diluted net income per share:
Net income $ 169,266 $ 193,243
Less: preferred dividends 8,631 8,631

Net income available to common shareholders $ 160,635 $ 184,612

Weighted average number of common shares outstanding 56,960.3 56,733.5
Stock options and other 1,239.9 867.5

Weighted average number of common and common share equivalents outstanding 58,200.2 57,601.0
Diluted net income per share $ 2.76 $ 3.21
There were 132,488 stock appreciation rights at March 31, 2007 and 143,243 options at March 31, 2006 that were excluded in the computation
of diluted earnings per share because the effect would be anti-dilutive.

6.    Legal Proceedings

Litigation

The Company�s reinsurance subsidiaries, and the insurance and reinsurance industry in general, are subject to litigation and arbitration in the
normal course of their business operations. In addition to claims litigation, the Company and its subsidiaries might be subject to lawsuits and
regulatory actions in the normal course of business that do not arise from or directly relate to claims on reinsurance treaties. This category of
business litigation typically involves, inter alia, allegations of underwriting errors or misconduct, employment claims or regulatory activity.
While the outcome of the business litigation cannot be predicted with certainty, the Company is disputing and will continue to dispute all
allegations against the Company and/or its subsidiaries that Management believes are without merit.

As of March 31, 2007, the Company was not a party to any material litigation or arbitration other than as part of the ordinary course of business.

Subpoenas

In June 2005, the Company received a subpoena from the United States Attorney for the Southern District of New York requesting information
relating to the Company�s finite reinsurance products. In addition, the Company�s wholly owned subsidiary, PartnerRe U.S., received a subpoena
from the Florida Office of Insurance Regulation in April 2005 requesting information in connection with its investigation of insurance industry
practices related to finite reinsurance activities. The Company has responded promptly to all requests for information.

In January 2007, PartnerRe U.S. received a subpoena from the Attorney General for the State of Connecticut requesting information relating to
the Company�s participation in certain underwriting agreements that existed in 2002 and prior. The Company is cooperating fully with this
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request for information.

7.    Segment Information

The Company monitors the performance of its underwriting operations in three segments, Non-life, ART and Life. The Non-life segment is
further divided into three sub-segments, U.S. Property and Casualty (U.S. P&C), Global (Non-U.S.) Property and Casualty (Global (Non-U.S.)
P&C) and Worldwide Specialty. Segments and sub-segments represent markets that are reasonably homogeneous in terms of geography, client
types, buying patterns, underlying risk patterns and approach to risk management. See Note 19 to the Consolidated Financial Statements in the
Company�s 2006 Annual Report on Form 10-K for additional information concerning the Company�s segments and sub-segments.

The following tables provide a summary of the segment revenues and results for the three months ended March 31, 2007 and 2006 (in millions
of U.S. dollars, except ratios):

11
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Segment Information

For the three months ended March 31, 2007

U.S. P&C

Global

(Non-U.S.)
P&C

Worldwide
Specialty

Total
Non-Life
Segment

ART
Segment(A)

Life
Segment Corporate Total

Gross premiums written $ 260 $ 332 $ 542 $ 1,134 $ 11 $ 157 $ �  $ 1,302
Net premiums written $ 260 $ 332 $ 520 $ 1,112 $ 11 $ 148 $ �  $ 1,271
Increase in unearned premiums (65) (155) (186) (406) (5) (18) �  (429)

Net premiums earned $ 195 $ 177 $ 334 $ 706 $ 6 $ 130 $ �  $ 842
Losses and loss expenses and life policy
benefits (131) (118) (135) (384) 1 (96) �  (479)
Acquisition costs (51) (46) (72) (169) (1) (31) �  (201)

Technical result $ 13 $ 13 $ 127 $ 153 $ 6 $ 3 $ �  $ 162
Other income n/a n/a n/a �  1 �  �  1
Other operating expenses n/a n/a n/a (50) (4) (7) (18) (79)

Underwriting result n/a n/a n/a $ 103 $ 3 $ (4) n/a $ 84
Net investment income n/a n/a n/a n/a �  11 108 119

Allocated underwriting result(1) n/a n/a n/a n/a n/a $ 7 n/a n/a
Net realized investment gains n/a n/a n/a n/a n/a n/a 1 1
Interest expense n/a n/a n/a n/a n/a n/a (14) (14)
Net foreign exchange losses n/a n/a n/a n/a n/a n/a (4) (4)
Income tax expense n/a n/a n/a n/a n/a n/a (20) (20)
Interest in earnings of equity investments n/a n/a n/a n/a 3 n/a n/a 3

Net income n/a n/a n/a n/a n/a n/a n/a $ 169

Loss ratio(2) 67.2% 66.8% 40.3% 54.4%
Acquisition ratio(3) 25.9 25.9 21.8 23.9

Technical ratio(4) 93.1% 92.7% 62.1% 78.3%

Other operating expense ratio(5) 7.1

Combined ratio(6) 85.4%

(A) This segment includes the Company�s share of Channel Re Holdings� net income in the amount of $3.0 million for the period from
October 1, 2006 to December 31, 2006 as the Company reports the results of Channel Re Holdings on a one-quarter lag.

(1) Allocated underwriting result is defined as net premiums earned and allocated net investment income less life policy benefits, acquisition
costs and other operating expenses.

(2) Loss ratio is obtained by dividing losses and loss expenses by net premiums earned.
(3) Acquisition ratio is obtained by dividing acquisition costs by net premiums earned.
(4) Technical ratio is defined as the sum of the loss ratio and the acquisition ratio.
(5) Other operating expense ratio is obtained by dividing other operating expenses by net premiums earned.
(6) Combined ratio is defined as the sum of the technical ratio and the other operating expense ratio.
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Segment Information

For the three months ended March 31, 2006

U.S. P&C

Global

(Non-U.S.)
P&C

Worldwide
Specialty

Total
Non-Life
Segment

ART
Segment(B)

Life
Segment Corporate Total

Gross premiums written $ 296 $ 365 $ 549 $ 1,210 $ 19 $ 144 $ �  $ 1,373
Net premiums written $ 296 $ 364 $ 527 $ 1,187 $ 19 $ 139 $ �  $ 1,345
Increase in unearned premiums (96) (181) (204) (481) (12) (19) �  (512)

Net premiums earned $ 200 $ 183 $ 323 $ 706 $ 7 $ 120 $ �  $ 833
Losses and loss expenses and life policy
benefits (144) (137) (127) (408) (4) (87) �  (499)
Acquisition costs (51) (50) (63) (164) (1) (34) �  (199)

Technical result $ 5 $ (4) $ 133 $ 134 $ 2 $ (1) $ �  $ 135
Other income n/a n/a n/a �  8 �  �  8
Other operating expenses n/a n/a n/a (48) (4) (7) (16) (75)

Underwriting result n/a n/a n/a $ 86 $ 6 $ (8) n/a $ 68
Net investment income n/a n/a n/a n/a �  11 89 100

Allocated underwriting result(1) n/a n/a n/a n/a n/a $ 3 n/a n/a
Net realized investment gains n/a n/a n/a n/a n/a n/a 55 55
Interest expense n/a n/a n/a n/a n/a n/a (13) (13)
Net foreign exchange losses n/a n/a n/a n/a n/a n/a (3) (3)
Income tax expense n/a n/a n/a n/a n/a n/a (16) (16)
Interest in earnings of equity investments n/a n/a n/a n/a 2 n/a n/a 2

Net income n/a n/a n/a n/a n/a n/a n/a $ 193

Loss ratio(2) 71.8% 75.0% 39.2% 57.7%
Acquisition ratio(3) 25.8 27.2 19.6 23.4

Technical ratio(4) 97.6% 102.2% 58.8% 81.1%
Other operating expense ratio(5) 6.7

Combined ratio(6) 87.8%

(B) This segment includes the Company�s share of Channel Re Holdings� net income in the amount of $2.2 million for the period from
October 1, 2005 to December 31, 2005 as the Company reports the results of Channel Re Holdings on a one-quarter lag.
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8.    Summarized Financial Information of Channel Re Holdings

The following tables provide summarized financial information for Channel Re Holdings, which is accounted for using the equity method. As
the Company calculates its share of Channel Re Holdings� results on a one-quarter lag, the Company�s share of net income for the three months
ended March 31, 2007 and 2006 include Channel Re Holdings� results for the period from October 1, 2006 to December 31, 2006, and the period
from October 1, 2005 to December 31, 2005 respectively. As Channel Re Holdings has a financial year-end of December 31, this quarterly data
is not presented in the annual financial statements of Channel Re Holdings.

Balance Sheet Data (in millions of U.S. dollars):

December 31,
2006

September 30,
2006

Total investments available for sale $ 619 $ 624
Cash and cash equivalents 30 10
Deferred acquisition costs 42 43
Other assets 10 9

Total assets $ 701 $ 686
Deferred premium revenue $ 164 $ 167
Loss and loss adjustment expense reserves 21 19
Other liabilities 8 8

Total liabilities 193 194
Minority interest 142 137
Shareholders� equity 366 355

Total liabilities, minority interest and shareholders� equity $ 701 $ 686
Income Statement Data (in millions of U.S. dollars):

For the period
from

October 1, 2006
to December 31, 2006

For the period from
October 1, 2005

to
December 31,

2005
Premiums earned $ 14 $ 16
Net investment income 7 5
Net realized investment gains (losses) 1 (2)

Total revenues 22 19
Losses incurred 1 2
Amortization of deferred acquisition costs 4 4
Other expenses 2 2

Total expenses 7 8
Minority interest (4) (3)

Net income $ 11 $ 8
There is diversity in practice among financial guarantee insurers and reinsurers with respect to their accounting policies for loss reserves. In
April 2007, the FASB issued an Exposure Draft to improve the accounting for financial guarantee insurance contracts. The Exposure Draft,
�Accounting For Financial Guarantee Insurance Contracts an Interpretation of FASB Statement No. 60�, would require the recognition of premium
revenue when insured contractual payments are made by the issuer of the insured financial obligation. The Exposure Draft would also require
recognition of a claim liability prior to a default (insured event) under certain criteria and a more consistent claim liability measurement based on
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the present value of expected cash flows. The Exposure Draft would be effective for financial statements issued for fiscal years beginning after
December 15, 2007. The Company cannot currently assess how the Exposure Draft will impact the Company�s investment in Channel Re
Holdings.
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Executive Overview

The Company is a leading global reinsurer with a broadly diversified portfolio of risks. The Company writes all lines of business in virtually all
markets worldwide, and differentiates itself through its approach to risk, its strategy to manage risk, and its financial strength. Through its broad
product and geographic diversification, its strong execution capabilities, and its local presence in most major markets, the Company is able to
respond quickly to market needs, and capitalize on business opportunities virtually anywhere in the world.

The Company�s philosophy is to assume its clients� risks, thereby removing the volatility associated with these risks, and then to manage those
risks and the risk-related volatility. The Company�s ability to succeed in the risk assumption business is dependent on its ability to accurately
analyze and quantify risk, to understand volatility and how risks aggregate or correlate, and to establish the appropriate capital requirements and
absolute limits for the risks assumed.

See the Executive Overview, Key Financial Measures and Other Key Issues of Management in Item 7 of Part II of the Company�s 2006 Annual
Report on Form 10-K.

Critical Accounting Policies and Estimates

Critical Accounting Policies and Estimates at March 31, 2007 have not changed materially compared to December 31, 2006. See the Company�s
Critical Accounting Policies and Estimates in Management�s Discussion and Analysis of Financial Condition and Results of Operations in Item 7
of Part II of the Company�s 2006 Annual Report on Form 10-K. The following discussion updates specific information related to the Company�s
estimates for losses and loss expenses and life policy benefits and income taxes and focuses only on material changes from December 31, 2006.

Losses and Loss Expenses and Life Policy Benefits

Losses and Loss Expenses

Because a significant amount of time can lapse between the assumption of risk, occurrence of a loss event, the reporting of the event to an
insurance company (the primary company or the cedant), the subsequent reporting to the reinsurance company (the reinsurer) and the ultimate
payment of the claim on the loss event by the reinsurer, the Company�s liability for unpaid losses and loss expenses (loss reserves) is based
largely upon estimates. The Company categorizes loss reserves into three types of reserves: reported outstanding loss reserves (case reserves),
additional case reserves (ACRs) and incurred but not reported (IBNR) reserves. The Company updates its estimates for each of the
aforementioned categories on a quarterly basis using information received from cedants. The Company also estimates the future unallocated loss
adjustment expenses associated with the loss reserves (ULAE) and these form part of the Company�s loss adjustment expense reserves. The
Company�s Non-life loss reserves for each category and sub-segment are reported in the table included later in this section.

The amount of time that elapses before a claim is reported to the cedant and then subsequently reported to the reinsurer is commonly referred to
in the industry as the reporting tail. For both short and long-tail lines, the Company�s objective is to estimate ultimate losses and loss expenses.
Total loss reserves are then calculated by subtracting losses paid. Similarly, IBNR reserves are calculated by subtraction of case reserves and
ACRs from total loss reserves.

The Company analyzes its ultimate losses and loss expenses after consideration of the loss experience of various reserving cells. The Company
assigns treaties to reserving cells and allocates losses from the treaty to the reserving cell. The reserving cells are selected in order to ensure that
the underlying treaties have homogeneous loss development characteristics (e.g., reporting tail) but are large enough to make estimation of
trends credible. The selection of reserving cells is reviewed annually and changes over time as the business of the Company evolves. For each
reserving cell, the Company�s estimates of loss reserves are reached after a review of the results of several commonly accepted actuarial
projection methodologies. In selecting its best estimate, the Company considers the appropriateness of each methodology to the individual
circumstances of the cell and underwriting year for which the projection is made.

The reserve methodologies employed by the Company are dependent on data that the Company collects. This data consists primarily of loss
amounts and loss payments reported by the Company�s cedants, and premiums written and earned reported by cedants or estimated by the
Company.
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See Critical Accounting Policies and Estimates�Losses and Loss Expenses and Life Policy Benefits in Item 7 of Part II in the Company�s 2006
Annual Report on Form 10-K for additional information on the reserving methodologies employed by the Company, the principal reserving
methods used for the reserving lines, the principal parameter assumptions underlying the methods and the main underlying factors upon which
the estimates of reserving parameters are predicated.

The validity of all parameter assumptions used in the reserving process is reaffirmed on a quarterly basis. Reaffirmation of the parameter
assumptions means that the actuaries determine that the parameter assumptions continue to form a sound basis for projection of future liabilities.
Parameter assumptions used in projecting future liabilities are themselves estimates based on historical information. As new information
becomes available (e.g., additional losses reported), the Company�s actuaries determine whether a revised estimate of the parameter assumptions
that reflects all available information is consistent with the previous parameter assumptions employed. Even where the Company has
experienced no material deviations from its original assumptions during any quarter, the Company will generally update the reserving parameter
assumptions at least once a year to reflect all accumulated available information.

The Company�s best estimate of total loss reserves is typically in excess of the midpoint of the actuarial reserve estimates. The Company believes
that there is potentially significant risk in estimating loss reserves for long-tail lines of business and for immature underwriting years that may
not be adequately captured through traditional actuarial projection methodologies. In selecting its best estimate of future liabilities, the Company
considers both the results of actuarial point estimates of loss reserves as well as the potential variability of these estimates as captured by a
reasonable range of actuarial reserve estimates. Selected reserves are always within the indicated reasonable range of estimates indicated by the
Company�s actuaries.

In the first three months of 2007 and 2006, the Company reviewed its estimate for prior year losses for each sub-segment of the Non-life
segment and, in light of developing data, determined to adjust its ultimate loss ratios for prior accident years. The following table summarizes
the net favorable (adverse) reserve development for the Company�s Non-life segment for the three months ended March 31, 2007 and 2006 (in
millions of U.S. dollars):

For the three
months ended

March 31, 2007

For the three
months ended

March 31, 2006
Prior year net favorable (adverse) loss development:
Non-life segment
U.S. P&C $ 4 $ (1)
Global (Non-U.S.) P&C 40 �  
Worldwide Specialty 78 69

Total prior year loss development $ 122 $ 68
The net favorable loss development on prior accident years of $122 million recorded in the first three months of 2007 resulted from a
reassessment of approximately $100 million of loss development assumptions used by the Company to estimate future liabilities due to
favorable loss emergence, as losses reported by cedants, including treaties where the risk period expired, were lower than expected, and from
approximately $22 million related to change in exposure due to negative premium adjustments. For a discussion of prior year net favorable
(adverse) reserve development by Non-life sub-segment, see Results by Segment below. See Critical Accounting Policies and Estimates�Losses
and Loss Expenses and Life Policy Benefits in Item 7 of Part II of the Company�s 2006 Annual Report on Form 10-K for additional information
by reserving lines.

Case reserves are reported to the Company by its cedants, while ACRs and IBNR are estimated by the Company. The following table shows the
gross reserves reported by cedants (case reserves), those estimated by the Company (ACRs and IBNR) and the total net loss reserves recorded as
of March 31, 2007 for each Non-life sub-segment (in millions of U.S. dollars):

Case reserves ACRs IBNR

reserves

Total gross

loss reserves

Retroceded loss

reserves

Total net loss

reserves
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U.S. P&C $ 615 $ 111 $ 1,523 $ 2,249 $ (32) $ 2,217
Global (Non-U.S.) P&C 1,195 11 1,141 2,347 (45) 2,302
Worldwide Specialty 1,089 171 1,065 2,325 (54) 2,271

Total Non-life $ 2,899 $ 293 $ 3,729 $ 6,921 $ (131) $ 6,790
Management believes that the recorded loss reserves represent its best estimate of future liabilities based on information available as of
March 31, 2007. Loss reserves are estimates involving actuarial and statistical projections at a given time to
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reflect the Company�s expectations of the costs of the ultimate settlement and administration of claims. The estimates are continually reviewed
and the ultimate liability may be in excess of, or less than, the amounts provided, for which any adjustments will be reflected in the period in
which the need for an adjustment is determined. The Company estimates its net loss reserves using single actuarial point estimates. Ranges
around these actuarial point estimates are developed using stochastic simulations and techniques and provide an indication as to the degree of
variability of the loss reserves. The Company interprets the ranges produced by these techniques as confidence intervals around the Company�s
best estimates for each Non-life sub-segment. However, due to the inherent volatility in the business written by the Company, there can be no
assurance that the final settlement of the loss reserves will fall within these ranges.

The actuarial point estimates recorded by the Company and the range of estimates around these point estimates at March 31, 2007, were as
follows for each Non-life sub-segment (in millions of U.S. dollars):

Recorded Point

Estimate High Low
Net Non-life segment loss reserves:
U.S. P&C $ 2,217 $ 2,444 $ 1,695
Global (Non-U.S.) P&C 2,302 2,432 1,972
Worldwide Specialty 2,271 2,310 1,993
It is not appropriate to add together the ranges of each sub-segment in an effort to determine a high and low range around the Company�s total
Non-life carried loss reserves.

Included in the business that is considered to have a long reporting tail is the Company�s exposure to asbestos and environmental claims. The
Company�s net reserve for unpaid losses and loss expenses for asbestos and environmental exposures has not changed significantly since
December 31, 2006. See Critical Accounting Policies and Estimates�Losses and Loss Expenses and Life Policy Benefits in Item 7 of Part II and
Note 4 to Consolidated Financial Statements in the Company�s 2006 Annual Report on Form 10-K.

Life Policy Benefits

Liabilities for policy benefits for ordinary life and accident and health policies have been established based upon information reported by cedants
supplemented by the Company�s actuarial estimates of mortality, critical illness, persistency and future investment income, with appropriate
provision to reflect uncertainty. Future policy benefit reserves for annuity and universal life products are carried at their accumulated values.
Reserves for policy claims and benefits include both mortality and critical illness claims in the process of settlement and claims that are assumed
to have been incurred but not yet reported. Interest rate assumptions used to estimate liabilities for policy benefits for life and annuity contracts
ranged from 1.0% to 4.9% at March 31, 2007. Actual experience in a particular period may vary from expected experience and, consequently,
may affect the Company�s results in future periods.

The Life segment reported net favorable development on prior accident years during the three months ended March 31, 2007 of $3 million. The
net favorable development was primarily related to the receipt of additional reported loss information from cedants. The Life segment reported
no development on prior accident years during the first three months of 2006.

Income Taxes

Effective January 1, 2007, the Company adopted FASB Interpretation No. 48, �Accounting for Uncertainty in Income Taxes�an interpretation of
FASB Statement No. 109�. See Note 4 to Unaudited Condensed Consolidated Financial Statements included in Item 1 of Part I above for a
discussion on the impact of the adoption of this Interpretation.

Results of Operations�for the Three Months Ended March 31, 2007 and 2006

The following discussion on Results of Operations contains forward-looking statements based upon assumptions and expectations concerning
the potential effect of future events that are subject to uncertainties. See Item 1A of Part I of the Company�s 2006 Annual Report on Form 10-K
for the Company�s most recently published risk factors. Any of these risk factors could cause actual results to differ materially from those
reflected in such forward-looking statements.
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The Company�s reporting currency is the U.S. dollar. The Company�s subsidiaries and branches have one of the following functional currencies:
U.S. dollar, euro or Canadian dollar. As a significant portion of the Company�s operations is transacted in foreign currencies, fluctuations in
foreign exchange rates may affect period-to-period comparisons. To the extent that fluctuations in foreign exchange rates affect comparisons,
their impact has been quantified, when possible, and discussed in
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each of the relevant sections. See Note 2(j) to Consolidated Financial Statements in the Company�s 2006 Annual Report on Form 10-K for a
discussion on translation of foreign currencies.

The foreign exchange fluctuations for the principal currencies in which the Company transacts business, were as follows:

� the U.S. dollar weakened, on average, against the euro and other currencies, except for the Canadian dollar and Japanese
yen, in the first three months of 2007 compared to the same period in 2006; and

� the U.S. dollar weakened against most currencies at March 31, 2007 compared to December 31, 2006.
Overview

The Company measures its performance in several ways. Among the performance measures accepted under U.S. GAAP is diluted net income
per share, a measure that focuses on the return provided to the Company�s common shareholders. Diluted net income per share is obtained by
dividing net income available to common shareholders by the weighted average number of common and common share equivalents outstanding.
Net income available to common shareholders is defined as net income less preferred share dividends.

As the Company�s reinsurance operations are exposed to low-frequency high-severity risk events, some of which are seasonal, results for certain
interim periods may include unusually low loss experience, while results for other interim periods may include significant catastrophic losses.
Consequently, the Company�s results for interim periods are not necessarily indicative of results for the full year.

Net income, preferred dividends, net income available to common shareholders and diluted net income per share for the three months ended
March 31, 2007 and 2006 were as follows (in millions of U.S. dollars, except per share data):

For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Net income $ 169 (12)% $ 193
Less: preferred dividends 8 �  8

Net income available to common shareholders $ 161 (13) $ 185
Diluted net income per share $ 2.76 (14) $ 3.21
The decline in net income, net income available to common shareholders and diluted net income per share for the first three months of 2007
resulted primarily from lower net realized investment gains. The decline was partially offset by slightly higher Non-life underwriting result and
higher net investment income. These items are discussed in the following section Review of Net Income.

Review of Net Income

Management analyzes the Company�s net income in three parts: underwriting result, net investment income and other components of net income.
Underwriting result consists of net premiums earned and other income less losses and loss expenses and life policy benefits, acquisition costs
and other operating expenses. Investment income includes interest and dividends, net of investment expenses, generated by the Company�s
investment portfolio, as well as interest income generated on funds held and certain ART transactions. Other components of net income include
net realized investment gains and losses, interest expense, net foreign exchange gains and losses, income tax expense or benefit and interest in
earnings of equity investments.

The components of net income for the three months ended March 31, 2007 and 2006 were as follows (in millions of U.S. dollars):
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For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Underwriting result:
Non-life $ 103 19% $ 86
ART 3 (37) 6
Life (4) (45) (8)
Corporate expenses (18) 13 (16)
Net investment income 119 19 100
Net realized investment gains 1 (99) 55
Interest expense (14) 6 (13)
Net foreign exchange losses (4) 27 (3)
Income tax expense (20) 23 (16)
Interest in earnings of equity investments 3 30 2

Net income $ 169 (12) $ 193
Underwriting result is a key measurement that the Company uses to manage and evaluate its segments and sub-segments, as it is a primary
measure of underlying profitability for the Company�s core reinsurance operations, separate from the investment results. The Company believes
that in order to enhance the understanding of its profitability, it is useful for investors to evaluate the components of income separately and in the
aggregate. Underwriting result should not be considered a substitute for net income and does not reflect the overall profitability of the business,
which is also impacted by investment results and other items.

The underwriting result for the Non-life segment increased by $17 million, from $86 million in the first three months of 2006 to $103 million in
2007. The increase was principally attributable to:

� an increase of $54 million in net favorable development on prior accident years, from $68 million in the first three months of 2006 to
$122 million in the first three months of 2007. The net favorable loss development of $122 million resulted from a reassessment of
approximately $100 million of loss development assumptions used by the Company to estimate future liabilities due to favorable loss
emergence, as losses reported by cedants, including treaties where the risk period expired, were lower than expected, and from
approximately $22 million related to change in exposure due to negative premium adjustments. The components of the net favorable
loss development on prior accident year losses are described in more detail in the discussion of individual sub-segments in the next
section; and

� an increase of approximately $39 million resulting from normal fluctuations in profitability between periods; and partially offset by

� an increase in the level of large catastrophic losses of $44 million, net of reinstatement premiums, relating to European Winterstorm
Kyrill;

� the impact on net earned premiums of downward prior period premium adjustments reported by cedants of $30 million; and

� an increase in other operating expenses of $2 million.
Underwriting result for the ART segment declined by $3 million, from $6 million in the first three months of 2006 to $3 million in the first three
months of 2007. The weather line suffered a net underwriting loss of $7 million in the first three months of 2007 due to warmer than expected
weather conditions in Japan compared to net underwriting income of $4 million in the same period of 2006. The decline from the weather line
was partially offset by the structured risk transfer line, which had net underwriting income of $7 million in the first three months of 2007
compared to net underwriting income of $1 million in the first three months of 2006 due to a lower level of losses in 2007.

Underwriting result for the Life segment improved from a loss of $8 million in the first three months of 2006 to a loss of $4 million in the first
three months of 2007 due to net favorable prior year development of $3 million recorded in the first three months of 2007 and an increase in
profitability for the mortality line.
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Corporate expenses increased by $2 million, from $16 million during the first three months of 2006 to $18 million in the first three months of
2007. The increase was primarily due to higher personnel costs and consulting and professional fees.
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The Company reported net investment income of $119 million in the first three months of 2007 compared to $100 million in the first three
months of 2006. The 19% increase in net investment income is primarily attributable to the increase in asset base resulting from the investment
of the Company�s significant cash flows from operations, which totaled $932 million after the net sale of $11 million of trading securities since
March 31, 2006. The higher interest rates prevailing during the first three months of 2007 compared to the first three months of 2006 also
contributed to the increase in net investment income.

Net realized investment gains decreased by $54 million, from $55 million in the first three months of 2006 to $1 million for the same period in
2007. Realized investment gains and losses are generally a function of multiple factors, with the most significant being the prevailing interest
rates, equity market conditions, the timing of disposition of fixed maturities and equity securities, and charges for the recognition of
other-than-temporary impairments in the Company�s investment portfolio. Although the sale of available for sale securities generated net realized
investment gains in the first three months of 2007, net realized investment gains on the sale of equity securities were $41 million lower than in
the first three months of 2006 and the charges for other-than-temporary impairments were $9 million higher than 2006.

Interest expense increased by $1 million in the first three months of 2007 compared to the same period in 2006 due to the interest rate of 6.44%
incurred on the Company�s $257.6 million debt related to capital efficient notes in 2007 compared to the interest rate of 7.90% on the Company�s
$206.2 million debt related to the trust preferred securities in 2006.

The foreign exchange loss increased by $1 million, from a loss of $3 million in the first three months of 2006 to a loss of $4 million in the first
three months of 2007. The Company hedges a significant portion of its currency risk exposure as discussed in the Quantitative and Qualitative
Disclosures about Market Risk in Item 3 of this report. The increase in the foreign exchange loss during the first three months of 2007 compared
to the same period in 2006 is largely a function of (1) the comparative interest rate differential between the functional currency of the reporting
unit and the currency being hedged, which increased the cost of hedging instruments used by the Company; (2) currency movements against the
Company�s functional currencies for unhedged positions; and (3) the difference between the period-end foreign exchange rates which are used to
revalue the balance sheet and the average foreign exchange rates which are used to revalue the income statement.

The total tax expense was $20 million in the first three months of 2007 compared to $16 million in the prior year period. The increase in income
tax expense is primarily a result of the geography (or tax jurisdiction) distribution of pre-tax income. The Company�s taxable entities generated a
higher pre-tax income and tax expense in the first three months of 2007 compared to the same period in 2006.

Results by Segment

The Company monitors the performance of its underwriting operations in three segments, Non-life, ART and Life. The Non-life segment is
further divided into three sub-segments, U.S. P&C, Global (Non-U.S.) P&C and Worldwide Specialty. Segments and sub-segments represent
markets that are reasonably homogeneous in terms of geography, client types, buying patterns, underlying risk patterns and approach to risk
management. See the description of the Company�s segments and sub-segments and the discussion of how the Company measures its segment
results in Note 7 to Unaudited Condensed Consolidated Financial Statements (included in Item 1 of Part I above) and in Note 19 to the
Consolidated Financial Statements in the Company�s 2006 Annual Report on Form 10-K.

Segment results are shown net of intercompany transactions. Business reported in the Global (Non-U.S.) P&C and Worldwide Specialty
sub-segments and the Life segment is, to a significant extent, denominated in foreign currencies and is reported in U.S. dollars at the average
foreign exchange rates for each period. The U.S. dollar has fluctuated against the euro and other currencies in the first three months of 2007
compared to the same period in 2006 and this should be considered when making period-to-period comparisons.

Non-life Segment

U.S. P&C

The U.S. P&C sub-segment includes the U.S. casualty line, which represented approximately 65% of net premiums written in this sub-segment
in the first three months of 2007 and 2006. This line typically tends to have a higher loss ratio and lower technical result due to the long-tail
nature of the risks involved. Casualty treaties typically provide for investment income on premiums invested over a longer period as losses are
typically paid later than for other lines. Investment income, however, is not considered in the calculation of technical result.

The components of the technical result and the corresponding ratios for this sub-segment for the three months ended March 31, 2007 and 2006
were as follows (in millions of U.S. dollars):
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For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Gross premiums written $ 260 (12)% $ 296
Net premiums written 260 (12) 296
Net premiums earned $ 195 (2) $ 200
Losses and loss expenses (131) (9) (144)
Acquisition costs (51) (2) (51)

Technical result(1) $ 13 183 $ 5
Loss ratio(2) 67.2 % 71.8 %
Acquisition ratio(3) 25.9 25.8

Technical ratio(4) 93.1 % 97.6 %

(1) Technical result is defined as net premiums earned less losses and loss expenses and acquisition costs.
(2) Loss ratio is obtained by dividing losses and loss expenses by net premiums earned.
(3) Acquisition ratio is obtained by dividing acquisition costs by net premiums earned.
(4) Technical ratio is defined as the sum of the loss ratio and the acquisition ratio.
Premiums

The U.S. P&C sub-segment represented 20% and 22% of total net premiums written in the first three months of 2007 and 2006, respectively.
The decline in gross and net premiums written and net premiums earned in the first three months of 2007 resulted principally from timing
differences in the recognition of premiums due to a modest shift from non-proportional to proportional business, and greater downward premium
adjustments reported by cedants in the first three months of 2007 than in the same period in 2006. Minimum and deposit premiums are
recognized at the inception of the treaty while premiums under proportional treaties are recognized over the risk period of the reinsurance
contract. The majority of the decline in premiums resulted from a decrease of $34 million of minimum and deposit premiums written by the
Company in the first three months of 2007 compared to the same period of 2006. In addition, cedants reported greater downward premiums
adjustments of $8 million in the first three months of 2007 compared to the same period of 2006. Without the impact of the timing differences in
the recognition of premiums and reduced premium estimates by cedants, premium volume would have been relatively flat. The Company
continued to observe diverse market conditions. Pricing improved for catastrophe-exposed business compared to 2006, while terms and
conditions weakened and pricing declined for all other lines as a result of the competitive market conditions and increased risk retention by
cedants. Despite the sustained competition prevailing in this sub-segment and the higher risk retention by cedants, the Company was able to
pursue business that met its profitability objectives.

Losses and loss expenses and loss ratio

The losses and loss expenses and loss ratio reported in the first three months of 2007 and 2006 reflected no significant catastrophic or
individually significant loss for either period. The 2007 losses and loss expenses and loss ratio reflect a) a net favorable loss development on
prior accident years in the amount of $4 million, or 2.2 points on the loss ratio of this sub-segment; and b) a decrease in the book of business and
exposure for this sub-segment as evidenced by the decrease in net premiums earned. The net favorable loss development of $4 million included
net favorable loss development for prior accident years in the casualty and motor lines of $7 million, partially offset by net adverse loss
development in the property line of $3 million. Loss information provided by cedants in the first three months of 2007 for prior accident years
for this sub-segment included no individually significant losses or reductions of losses but a series of attritional losses or reductions. Based on
the Company�s assessment of this loss information, the Company has decreased its expected ultimate loss ratios for the casualty and motor lines
(increased for the property line), which had the net effect of decreasing (increasing for the property line) prior year loss estimates.

The 2006 losses and loss expenses and loss ratio reflect a) net adverse loss development on prior accident years in the amount of $1 million, or
less than 1 point on the loss ratio; and b) a decrease due to volume of approximately $15 million. The net adverse loss development of $1 million
included net adverse loss development for prior accident years in the motor and property lines of $3 million, partially offset by net favorable loss
development in the casualty line of $2 million.

The decrease of $13 million in losses and loss expenses from the first three months of 2006 to 2007 included:
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� an improvement of $5 million in net prior year development; and

� a decrease in losses and loss expenses of approximately $8 million resulting from a combination of the decrease in the book of
business and exposure, and normal fluctuations in profitability between periods.
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Acquisition costs and acquisition ratio

While the Company�s book of business and exposure declined in the first three months of 2007 compared to 2006, the acquisition costs and
acquisition ratio did not change significantly as a result of a modest shift from non-proportional to proportional business, which generally carries
higher acquisition costs and acquisition ratio.

Technical result and technical ratio

The increase of $8 million in the technical result and corresponding decrease in the technical ratio in the first three months of 2007 compared to
the first three months of 2006 was primarily attributable to an improvement in net prior year development of $5 million and an increase of $3
million resulting from normal fluctuations in profitability between periods, after considering timing differences in the recognition of premiums
and premium adjustments.

Global (Non-U.S.) P&C

The Global (Non-U.S.) P&C sub-segment is composed of short-tail business, in the form of property and proportional motor business, that
represented 72% and 69% of net premiums written for this sub-segment in the first three months of 2007 and 2006, respectively, and long-tail
business, in the form of casualty and non-proportional motor business, that represented the balance of this sub-segment.

The components of the technical result and the corresponding ratios for this sub-segment for the three months ended March 31, 2007 and 2006
were as follows (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Gross premiums written $ 332 (9)% $ 365
Net premiums written 332 (9) 364
Net premiums earned $ 177 (4) $ 183
Losses and loss expenses (118) (14) (137)
Acquisition costs (46) (9) (50)

Technical result $ 13 NM $ (4)
Loss ratio 66.8% 75.0%
Acquisition ratio 25.9 27.2

Technical ratio 92.7% 102.2%

NM: not meaningful

Premiums

The Global (Non-U.S.) P&C sub-segment represented 26% and 27% of total net premiums written for the first three months of 2007 and 2006,
respectively. The decline in gross and net premiums written in the first three months of 2007 resulted from all lines in this sub-segment, with the
largest decrease coming from the motor line. The decline in net premiums earned occurred in the property and motor lines. Greater downward
premium adjustments reported by cedants in the first three months of 2007 than in the same period in 2006, increased competition and increased
risk retention by cedants are the principal reasons for the decrease in premium volume and exposure in this sub-segment. Net premiums written
in the first three months of 2007 were impacted by $16 million of negative premium adjustments received from cedants. In addition, the
reduction in the motor line resulted from the Company�s decision not to renew treaties that did not meet the Company�s profitability objectives.
The Company has remained selective in an increasingly competitive environment and has chosen to retain business that met its profitability
objectives instead of focusing on premium volume. The weakening of the U.S. dollar, on average, during the first three months of 2007
compared to the same period in 2006 partially offset the decrease in net premiums written in this sub-segment, as premiums denominated in
currencies that have appreciated against the U.S. dollar were converted into U.S. dollars at higher average exchange rates. Without the positive
contribution of foreign exchange, gross and net premiums written would have declined by 16% and net premiums earned would have declined
by 10%.
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Losses and loss expenses and loss ratio

The losses and loss expenses and loss ratio reported in the first three months of 2007 reflected a) losses related to European Winterstorm Kyrill
of $13 million, or 7.1 points on the loss ratio of this sub-segment; b) net favorable loss development on prior accident years of $40 million, or
22.6 points on the loss ratio; and c) a decrease in the book of business and exposure as evidenced by the decrease in net premiums earned. The
net favorable loss development of $40 million included net favorable development in all lines of business and resulted from a reassessment of
the loss development assumptions used by the
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Company to estimate future liabilities due to what it believed were favorable experience trends in these lines of business, as losses reported by
cedants during the first three months of 2007 for prior accident years, and for treaties where the risk period expired, were lower than the
Company expected. Loss information provided by cedants in the first three months of 2007 for prior accident years for this sub-segment
included no individually significant losses or reductions of losses but a series of attritional losses or reductions. Based on the Company�s
assessment of this loss information, the Company has decreased its expected ultimate loss ratios for all lines of business, which had the net effect
of decreasing prior year loss estimates.

The losses and loss expenses and loss ratio reported in the first three months of 2006 reflected a) no large catastrophic losses; b) less than $1
million of net loss development on prior accident years; and c) a decrease in the book of business and exposure for this sub-segment as
evidenced by the decrease in net premiums earned, as well as a decrease in profitability on the business written in 2006 and 2005 that was earned
during the first three months of 2006.

The decrease of $19 million in losses and loss expenses from the first three months of 2006 to 2007 included:

� an increase of $40 million in net favorable prior year development; and was partially offset by

� an increase in large catastrophic losses of $13 million; and

� an increase in losses and loss expenses of approximately $8 million resulting from a combination of modestly lower profitability on
the business written in the 2006 and 2007 that was earned during the first three months of 2007, normal fluctuations in profitability
between periods, partially offset by the decrease in the book of business and exposure.

Acquisition costs and acquisition ratio

The decrease in acquisition costs in the first three months of 2007 compared to the same period in 2006 was primarily due to the reduction in the
Company�s book of business and exposure, as evidenced by the 4% decrease in net premiums earned, the shift in the mix of business between
certain lines and higher acquisition costs in the first three months of 2006 from sliding scale and profit commission experience adjustments.

Technical result and technical ratio

The increase of $17 million in technical result and corresponding decrease in technical ratio from the first three months of 2006 to 2007 was
primarily explained by the increase of $40 million in net favorable prior year development, partially offset by higher catastrophic losses of $13
million and a decrease of approximately $10 million resulting from normal fluctuations in profitability between periods, including premium
adjustments.

Worldwide Specialty

The Worldwide Specialty sub-segment is usually the most profitable sub-segment within the Company; however, it is important to note that this
sub-segment is exposed to volatility resulting from significant catastrophe and other large losses, and thus, profitability in any one period is not
necessarily predictive of future profitability.

The components of the technical result and the corresponding ratios for this sub-segment for the three months ended March 31, 2007 and 2006
were as follows (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Gross premiums written $ 542 (1) % $ 549
Net premiums written 520 (1) 527
Net premiums earned $ 334 3 $ 323
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Losses and loss expenses (135) 6 (127)
Acquisition costs (72) 15 (63)

Technical result $ 127 (5) $ 133
Loss ratio 40.3% 39.2%
Acquisition ratio 21.8 19.6

Technical ratio 62.1% 58.8%
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Premiums

The Worldwide Specialty sub-segment represented 41% and 40% of total net premiums written in the first three months of 2007 and 2006,
respectively. Gross and net premiums written declined by 1% in the first three months of 2007 compared to the same period in 2006. Increased
competition, increased risk retention by cedants and downward premium adjustments reported by cedants in the first three months of 2007 are
the principal reasons for the decrease in premium volume in this sub-segment. Net premiums written in the first three months of 2007 were
impacted by $4 million of negative premium adjustments received from cedants. As a result, all lines of business with the exception of marine,
credit/surety, specialty property and specialty casualty declined in the first three months of 2007 compared to the same period in 2006. In
response to increased competition prevailing in certain lines and markets of this sub-segment, the Company has remained selective in pursuing
business that met its profitability objectives and has declined treaties where terms and conditions did not meet the Company�s standards. The
weakening of the U.S. dollar, on average, in the first three months of 2007 compared to the same period in 2006 partially offset the decrease in
net premiums written in this sub-segment, as premiums denominated in currencies that have appreciated against the U.S. dollar were converted
into U.S. dollars at higher average exchange rates. Without the positive contribution of foreign exchange, gross and net premiums written would
have declined by 5% and 6%, respectively, and net premiums earned would have been flat.

Losses and loss expenses and loss ratio

The losses and loss expenses and loss ratio reported in the first three months of 2007 for this sub-segment reflected a) losses related to European
Winterstorm Kyrill of $33 million, or 10.1 points on the loss ratio of this sub-segment; and b) net favorable loss development on prior accident
years in the amount of $78 million, or 23.4 points on the loss ratio. The net favorable loss development of $78 million reported in the first three
months of 2007 included net favorable loss development for prior accident years in all lines of business and was primarily due to favorable loss
emergence, as losses reported by cedants for prior accident years, including treaties where the risk period expired, were lower than the Company
expected. Loss information provided by cedants for prior accident years for all lines in this sub-segment included no individually significant
losses or reductions but a series of attritional losses or reductions for both years. Based on the Company�s assessment of this loss information, the
Company has decreased its expected ultimate loss ratios for all lines, which had the net effect of decreasing the level of prior year loss estimates
for this sub-segment.

The losses and loss expenses and loss ratio reported in the first three months of 2006 for this sub-segment reflected a) no catastrophic losses; and
b) net favorable loss development on prior accident years in the amount of $69 million, or 21.5 points on the loss ratio. The net favorable loss
development of $69 million reported in the first three months of 2006 included net favorable loss development for prior accident years in all
lines of business.

The increase of $8 million in losses and loss expenses from the first three months of 2006 to 2007 included:

� an increase in large catastrophic losses of $33 million; and was partially offset by

� an increase of $9 million in net favorable prior year development; and

� a decrease in losses and loss expenses of approximately $16 million resulting from a combination of the effect of the decrease in the
book of business and exposure, and normal fluctuations in profitability between periods.

Acquisition costs and acquisition ratio

The increase in acquisition costs and acquisition ratio in the first three months of 2007 compared to 2006 is primarily due to a modest shift from
non-proportional to proportional business, which generally carries higher acquisition costs, and the effect of increased competition in this
sub-segment.

Technical result and technical ratio

The decrease of $6 million in the technical result and corresponding increase in the technical ratio from the first three months of 2006 to 2007
was explained by the increase of $31 million (net of $2 million in reinstatement premiums) in the level of large catastrophic losses, partially
offset by an increase of $9 million in net favorable prior year development and an increase of approximately $16 million resulting from normal
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fluctuations in profitability between periods, after considering premium adjustments.

ART Segment

The ART segment is comprised of structured risk transfer reinsurance, principal finance, weather-related products and strategic investments,
including the interest in earnings of the Company�s equity investment in Channel Re Holdings.
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As revenues in this segment are recorded either as premiums or other income (in the case of derivative contracts and contracts that do not qualify
for reinsurance accounting), premiums alone are not a representative measure of activity in ART. This segment is very transaction driven, and
revenues and profit trends will be uneven, especially given the relatively small size of this segment. Accordingly, profitability or growth in any
year is not necessarily predictive of future profitability or growth.

The Company�s share of the results of Channel Re Holdings amounted to $3 million and $2 million for the first three months of 2007 and 2006,
respectively. The Company records income on its investment in Channel Re Holdings on a one-quarter lag.

The components of the underwriting result and the interest in earnings of equity investments for this segment for the three months ended
March 31, 2007 and 2006 were as follows (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Gross premiums written $ 11 $ 19
Net premiums written 11 19
Net premiums earned $ 6 $ 7
Losses and loss expenses 1 (4)
Acquisition costs (1) (1)

Technical result $ 6 $ 2
Other income 1 8
Other operating expenses (4) (4)

Underwriting result $ 3 $ 6
Interest in earnings of equity investments $ 3 $ 2

Underwriting result for the ART segment declined from $6 million in the first three months of 2006 to $3 million in the first three months of
2007. The weather line suffered a net underwriting loss of $7 million in the first three months of 2007 compared to net underwriting income of
$4 million in the same period of 2006 due to warmer than expected weather conditions in Japan in the first three months of 2007. The decline
from the weather line was partially offset by the structured risk transfer line, which had net underwriting income of $7 million in the first three
months of 2007 compared to net underwriting income of $1 million in the same period in 2006 due to lower level of losses in the first three
months of 2007.

Life Segment

The following table provides the components of the allocated underwriting result for this segment for the three months ended March 31, 2007
and 2006 (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

% Change

2007 over

2006

For the three
months ended
March 31, 2006

Gross premiums written $ 157 9 % $ 144
Net premiums written 148 6 139
Net premiums earned $ 130 8 $ 120
Life policy benefits (96) 10 (87)
Acquisition costs (31) (7) (34)

Technical result $ 3 NM $ (1)
Other operating expenses (7) 5 (7)
Net investment income 11 6 11
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Allocated underwriting result(1) $ 7 143 $ 3

NM: not meaningful

(1) Allocated underwriting result is defined as net premiums earned and allocated net investment income less life policy benefits, acquisition
costs and other operating expenses.
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Premiums

The Life segment represented 12% and 10% of total net premiums written in the first three months of 2007 and 2006, respectively. The increases
in gross and net premiums written and net premiums earned during 2007 compared to the same period in 2006 resulted from an increase in the
mortality and health lines, partially offset by a decrease in the longevity line. The premiums comparison was also affected by a negative
premium adjustment of $8 million reported by a cedant for a longevity treaty in the first three months of 2007. In addition, the U.S. dollar
weakened, on average, in the first three months of 2007 and premiums denominated in currencies that have appreciated against the U.S. dollar
were converted into U.S. dollars at higher average exchange rates. Without the positive contribution of foreign exchange, gross premiums
written would have been flat, and net premiums written and net premiums earned would have declined by 3% and 1% respectively.

Life policy benefits

Life policy benefits increased by $9 million, or 10%, in the first three months of 2007 compared to the same period in 2006. This was primarily
attributable to the growth in the Company�s book of business and exposure, as evidenced by the 8% increase in net premiums earned for this
segment. Life policy benefits in the first three months of 2007 included net favorable prior year reserve development of $3 million in the
mortality line compared to no prior year development in the first three months of 2006. The favorable development was due to the receipt of
additional reported loss information from cedants. The comparison was also affected by a reduction of life policy benefits of $15 million
reported by a cedant for a longevity treaty in the first three months of 2007.

Acquisition costs

The decrease in acquisition costs in the first three months of 2007 compared to the same period in 2006 was primarily attributable to an increase
of $5 million to acquisition costs reported by a cedant for a longevity treaty in the first three months of 2007 and to a modest shift in the mix of
business.

Net investment income

Net investment income for this segment for the first three months of 2007 did not change significantly compared to the same period in 2006 as a
result of a negative adjustment of $3 million to the net investment income reported by a cedant for a longevity treaty in the first three months of
2007, offset by higher investment income from the growth in the book of business.

Allocated underwriting result

The increase of $4 million in allocated underwriting result in the first three months of 2007 compared to the same period in 2006 is primarily
attributable to the $3 million of net favorable prior year development recorded in the first three months of 2007 and an increase in profitability
for the mortality line, partially offset by the impact of negative adjustments reported by a cedant for a longevity treaty in the first three months of
2007.

Premium Distribution by Line of Business

The distribution of net premiums written by line of business for the three months ended March 31, 2007 and 2006 was as follows:
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For the three

months ended

March 31, 2007

For the three

months ended

March 31, 2006
Non-life
Property and Casualty
Property 22% 22%
Casualty 17 19
Motor 7 8
Worldwide Specialty
Agriculture 2 3
Aviation/Space 2 3
Catastrophe 17 16
Credit/Surety 5 4
Engineering 3 3
Energy 1 1
Marine 3 3
Specialty property 4 3
Specialty casualty 4 4
ART 1 1
Life 12 10

Total 100% 100%
There were modest shifts in the distribution of net premiums written by line and segment between the three months ended March 31, 2007 and
2006, which reflected the Company�s response to existing market conditions. Additionally, the distribution of net premiums written may also be
affected by the timing of renewals of treaties or the shift in treaty structure from a proportional to non-proportional basis. Foreign exchange
fluctuations affected the comparison for all lines.

� Casualty: the decrease in premiums resulted principally from timing differences in the recognition of premiums and greater
downward premium adjustments reported by cedants in the first three months of 2007 than in the same period in 2006.

� Motor: the decrease is primarily due to prevailing market conditions and from the Company�s decision to non-renew treaties that did
not meet the Company�s profitability objectives.

� Life: as part of its diversification strategy, the Company continues to steadily increase the proportion of its life business.
Premium Distribution by Treaty Type

The Company typically writes business on either a proportional or non-proportional basis. On proportional business, the Company shares
proportionally in both the premiums and losses of the cedant. On non-proportional business, the Company is typically exposed to loss events in
excess of a predetermined dollar amount or loss ratio. In both proportional and non-proportional business, the Company typically reinsures a
large group of primary insurance contracts written by the ceding company. In addition, the Company writes a small percentage of its business on
a facultative basis. Facultative arrangements are generally specific to an individual risk and can be written on either a proportional or
non-proportional basis. Generally, the Company has more influence over pricing, as well as terms and conditions, in non-proportional and
facultative arrangements.

The distribution of gross premiums written by type of treaty for the three months ended March 31, 2007 and 2006 was as follows:
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For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Non-life Segment
Proportional 40% 38%
Non-Proportional 44 46
Facultative 3 4
ART Segment
Non-Proportional 1 1
Life Segment
Proportional 10 8
Non-Proportional 2 3

Total 100% 100%
The distribution of gross premiums written by type of treaty is affected by changes in the allocation of capacity among lines of business and by
the timing of receipt by the Company of certain accounts and premium adjustments by cedants in the Non-life and Life segments. In addition,
changes in average foreign exchange rates affect the period-to-period comparisons for all treaty types.

Premium Distribution by Geographic Region

The geographic distribution of gross premiums written for the three months ended March 31, 2007 and 2006 was as follows:

For the three

months ended

March 31, 2007

For the three

months ended

March 31, 2006
Europe 50% 49%
North America 38 39
Asia, Australia and New Zealand 6 7
Latin America, Caribbean and Africa 6 5

Total 100% 100%
The distribution of gross premiums written was comparable between both periods.

Premium Distribution by Production Source

The Company generates its business, or gross premiums written, both through brokers and through direct relationships with cedants. The
percentage of gross premiums written by source for the three months ended March 31, 2007 and 2006 was as follows:

For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Broker 68% 68%
Direct 32 32
The distribution of gross premiums written was comparable between both periods.

Net Investment Income

Net investment income by asset source was as follows (in millions of U.S. dollars):
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For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Fixed maturities $ 95 22% $ 77
Equities 10 13 9
Short-term investments, trading securities, cash and cash equivalents 14 31 11
Funds held and other 6 (25) 8
Investment expenses (6) 11 (5)

Net investment income $ 119 19 $ 100
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Net investment income increased in the first three months of 2007 compared to 2006 for the following reasons:

� net investment income from fixed maturities, equities, short-term investments, trading securities, and cash and cash equivalents
increased in the first three months of 2007 compared to the same period in 2006, primarily due to an increase in the asset base
resulting from the reinvestment of cash flows from operations of $932 million after the net sale of $11 million of trading securities
generated since March 31, 2006 and to higher interest rates prevailing during the first three months of 2007 compared to the first
three months of 2006;

� the weakening of the U.S. dollar, on average, in the first three months of 2007 compared to the same period in 2006 contributed 2%
of the increase in net investment income; partially offset by

� a decrease in net investment income on funds held, as a result of a negative adjustment of $3 million in funds held income reported
by a cedant for a longevity treaty in the first three months of 2007.

Net Realized Investment Gains

The Company�s portfolio managers have dual investment objectives of optimizing current investment income and achieving capital appreciation.
To meet these objectives, it is often desirable to buy and sell securities to take advantage of changing market conditions and to reposition the
investment portfolios. Accordingly, recognition of realized gains and losses is considered by the Company to be a normal consequence of its
ongoing investment management activities.

Proceeds from the sale of investments classified as available for sale for the three months ended March 31, 2007 and 2006 were $1,402 million
and $5,368 million, respectively. Realized investment gains and losses on securities classified as available for sale for the three months ended
March 31, 2007 and 2006 were as follows (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Gross realized gains $ 29 $ 108
Gross realized losses excluding other-than-temporary impairments (19) (60)
Other-than-temporary impairments (10) (1)

Total net realized investment gains on available for sale securities $ �  $ 47
The components of net realized investment gains or losses for the three months ended March 31, 2007 and 2006 were as follows (in millions of
U.S. dollars):

For the three
months ended
March 31, 2007

For the three
months ended
March 31, 2006

Net realized investment gains on available for sale securities, excluding
other-than-temporary impairments $ 10 $ 48
Other-than-temporary impairments (10) (1)
Net realized investment gains on trading securities 14 10
Change in net unrealized investment (losses) gains on trading securities (16) 11
Net realized and unrealized investment losses on equity securities sold but not yet
purchased (3) (11)
Net realized and unrealized investment gains on designated hedging activities 2 2
Net realized and unrealized gains on other invested assets 1 1
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Other realized and unrealized investment gains (losses) 3 (5)

Total net realized investment gains $ 1 $ 55
Realized investment gains and losses are generally a function of multiple factors, with the most significant being the prevailing interest rates,
equity market conditions, the timing of disposition of fixed maturities and equity securities, and charges for the recognition of
other-than-temporary impairments in the Company�s investment portfolio. Although the sale of available for sale securities generated net realized
investment gains in the first three months of 2007, net realized investment gains on the sale of equity securities were $41 million lower than in
the first three months of 2006.

During the first three months of 2007 and 2006, the Company recorded charges for other-than-temporary impairments relating to its investment
portfolio of $10 million and $1 million, respectively. Typically, the Company considers impairment to have occurred when events have occurred
that are likely to prevent the Company from recovering its investment in the
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security. Approximately 52% of the impairments recorded in the first three months of 2007 are related to securities of the banking and finance
sector, while the balance was spread over the industrial and utility sectors.

Other-than-temporary impairments are recorded as realized investment losses in the Consolidated Statements of Operations, which reduces net
income and net income per share. Temporary losses are recorded as unrealized investment losses, which do not impact net income and net
income per share, but reduce accumulated other comprehensive income in the Consolidated Balance Sheet, except for those related to trading
securities, which are recorded immediately as realized investment losses. See Critical Accounting Policies and Estimates�Other-than-Temporary
Impairment of Investments in Item 7 of Part II and Note 2(f) to Consolidated Financial Statements of the Company�s 2006 Annual Report on
Form 10-K.

Other Income

Other income for the three months ended March 31, 2007 and 2006 was $1 million and $8 million, respectively, and primarily reflected income
on the Company�s ART contracts that were accounted for using the deposit accounting method or were considered to be derivatives. See the
discussion of the ART segment included in the section Review of Net Income�Results by Segment above.

Other Operating Expenses

Other operating expenses were as follows (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

% Change
2007 over
2006

For the three
months ended
March 31, 2006

Other operating expenses $ 79 6% $ 75
Other operating expenses are comprised primarily of personnel and infrastructure costs and represented 9.4% and 8.9% of total net premiums
earned (both life and non-life) in the first three months of 2007 and 2006, respectively. The increase of 6% for 2007 consisted primarily of
increases in personnel costs of $6 million, and consulting and professional fees of $2 million, partially offset by decreases of $4 million in
depreciation and other costs. Without the contribution of foreign exchange, other operating expenses would have increased by 3% in the first
three months of 2007 compared to the same period in 2006.

Financial Condition, Liquidity and Capital Resources

See the Company�s Financial Condition, Liquidity and Capital Resources discussion in Item 7 of Part II of the Company�s 2006 Annual Report on
Form 10-K. The following discussion of Financial Condition, Liquidity and Capital Resources at March 31, 2007 focuses only on material
changes from December 31, 2006.

Investments

Total investments and cash were $11.0 billion at March 31, 2007, compared to $10.7 billion at December 31, 2006. The major factors
influencing the increase in the three-month period ended March 31, 2007 were:

� net cash provided by operating activities of $270 million, after excluding $415 million net sales of trading securities;

� increase in the market value (realized and unrealized) of the equity investment portfolio of $7 million;

� other factors, the primary one being the net positive influence of the effect of a weaker U.S. dollar relative to the euro and other
currencies as it relates to the conversion of invested assets and cash balances into U.S. dollars, amounting to approximately $33
million; and

Edgar Filing: PARTNERRE LTD - Form 10-Q

Table of Contents 50



� increase in net payable for securities purchased, including equity securities sold but not yet repurchased, of $33 million; offset by

� net payment for the Company�s common shares of $29 million resulting from the repurchase of common shares of $34 million under
the Company�s share repurchase program, partially offset by $5 million related to the issuance of common shares under the
Company�s equity plans; and

� dividend payments on common and preferred shares totaling $33 million.
The Company employs a prudent investment philosophy. It maintains a high-quality, well-balanced and liquid portfolio having the dual
objectives of optimizing current investment income and achieving capital appreciation. The Company�s invested assets are comprised of total
investments, cash and cash equivalents and accrued investment income. From a risk management perspective, the Company allocates its
invested assets into two categories: liability funds and capital funds. At March 31, 2007, the liability funds totaled $6.8 billion and were
comprised of cash and cash equivalents and high quality
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fixed income securities. The capital funds, which totaled $4.4 billion, were comprised of cash and cash equivalents, investment-grade and below
investment-grade fixed income securities, preferred and common stock, private equity investments, and convertible fixed income securities. For
additional information on liability funds, capital funds and the use of derivative financial instruments in the Company�s investment strategy, see
Financial Condition, Liquidity and Capital Resources in Item 7 of Part II of the Company�s 2006 Annual Report on Form 10-K.

At March 31, 2007, approximately 96% of the Company�s fixed income securities were rated investment-grade (BBB- or higher) by Standard &
Poor�s (or estimated equivalent) and 96% of the invested assets currently held by the Company are publicly traded. The average duration of the
Company�s investment portfolio was 3.9 years at March 31, 2007, which closely matches the duration of the Company�s liabilities, compared to
4.1 years at December 31, 2006. Fixed maturities, short-term investments and cash and cash equivalents had an average yield to maturity at
market of 4.9%, unchanged from December 31, 2006. The Company�s investment portfolio generated a total return of 1.5% for the three-month
period ended March 31, 2007 compared to 1% for the same period in 2006.

At March 31, 2007, investments classified as available for sale comprised approximately 98% of the Company�s total investments (excluding
other invested assets), with 2% being classified as trading securities.

The cost, gross unrealized gains, gross unrealized losses and fair value of investments classified as available for sale at March 31, 2007 was as
follows (in millions of U.S. dollars):

March 31, 2007 Cost(1)

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

Fixed maturities
�U.S. government $ 1,471 $ 8 $ (6) $ 1,473
�states or political subdivisions of states of the U.S. 1 �  �  1
�other foreign governments 1,960 17 (21) 1,956
�corporate 2,768 31 (24) 2,775
�mortgage/asset-backed securities 1,926 6 (20) 1,912

Total fixed maturities 8,126 62 (71) 8,117
Short-term investments 82 �  (1) 81
Equities 1,246 113 (18) 1,341

Total $ 9,454 $ 175 $ (90) $ 9,539

(1) Cost is amortized cost for fixed maturities and short-term investments and original cost for equity securities, net of other-than-temporary
impairments.

For the three months ended March 31, 2007, the Company recorded charges for other-than-temporary impairments relating to its investment
portfolio of $10 million ($3 million related to fixed income securities and $7 million related to equity securities). See Note 2(f) to Consolidated
Financial Statements in the Company�s 2006 Annual Report on Form 10-K for a discussion of the Company�s accounting policies for investments
and other-than-temporary impairments.

At March 31, 2007, the Company had more than 500 securities with gross unrealized losses. Total gross unrealized losses on fixed maturities
were $71 million at March 31, 2007, of which $68 million were attributable to investment-grade securities and $3 million attributable to
securities rated below investment-grade. The Company�s investment security with the largest unrealized loss position at March 31, 2007, for
which an other-than-temporary impairment charge has not been taken, had a gross unrealized loss of $5 million, representing 2% of the
amortized cost of the security, which is rated AAA. The unrealized loss, and the majority of the unrealized losses on fixed maturity securities
classified as available for sale for which an other than temporary impairment change has not been taken, are due to changes in interest rates.

At March 31, 2007, the unrealized losses on the Company�s U.S. and foreign government securities resulted from interest rate increases. The
majority of the government securities are rated AAA, and the contractual terms of those investments do not permit the issuer to settle the
securities at a price less than the par value of the investment. The Company�s unrealized losses on investments in corporate bonds were also
primarily due to interest rate increases. The large majority of the unrealized losses on the corporate bond investments related to investment-grade
securities. The unrealized losses on these high quality corporate bonds were distributed across many industries, with the finance and industrial
sectors contributing the largest portion of unrealized losses. The unrealized losses on the Company�s investments in mortgage and asset-backed
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agencies of the U.S. government, and therefore it is expected that the securities would not be settled at a price less than the amortized cost of the
securities.

The Company�s investments in equity securities consist primarily of investments in common stock of companies in various industries and
investments in private equity funds. The Company evaluated the equity issuers in relation to the severity and duration of the impairment. The
largest equity unrealized loss at March 31, 2007, for which an other-than-temporary impairment has not been taken, was an unrealized loss of
$2.3 million, representing 9.6% of the cost of the security.

The Company believes that these decreases in value are temporary under current accounting guidance, and additional analysis of individual
securities for potential other-than-temporary impairments was carried out by the Company to validate its belief. The Company has the intent and
ability to retain such investments for a period of time sufficient to allow for any recovery in fair value, and after considering the
other-than-temporary impairment charges already taken, does not consider those investments to be other-than-temporarily impaired at March 31,
2007. At March 31, 2007, Management believed that the Company had no significant unrealized losses caused by other factors and
circumstances, including an issuer�s specific corporate risk or due to industry or geographic risk, for which an other-than-temporary impairment
charge has not been taken. The Company currently does not have any exposure to the sub-prime mortgage sector in its mortgage/asset-backed
portfolio.

The market value of investments classified as trading securities was $197 million and $600 million at March 31, 2007 and December 31, 2006,
respectively. This decrease in trading securities is mainly due to a change in asset allocation from the equity trading portfolio to the available for
sale equity and fixed maturity portfolios due to increased uncertainty as to future values of equity securities given current and prospective
economic conditions. Included in the total market value of trading securities at March 31, 2007 was $96 million related to convertible fixed
income securities and $101 million related to equity securities. At March 31, 2007, the net unrealized investment gain on trading securities was
approximately $6 million.

Included in net payable for securities purchased at March 31, 2007 and December 31, 2006 was $78 million and $70 million, respectively, of
equity securities sold but not yet purchased, which represent sales of securities not owned at the time of the sale. The change in net unrealized
investment gains or losses on equity securities sold but not yet purchased was $nil for the first three months of 2007, compared to a loss of $7
million for the same period in 2006.

Rating Distribution

The following table provides a breakdown of the credit quality of the Company�s fixed income securities at March 31, 2007:

% of total fixed

income securities
Rating Category
AAA 70%
AA 5
A 11
BBB 10
Below investment-grade/unrated 4

100%

Maturity Distribution

The distribution of available for sale fixed maturities and short-term investments at March 31, 2007, by contractual maturity date, is shown
below (in millions of U.S. dollars). Actual maturities may differ from contractual maturities because certain borrowers have the right to call or
prepay certain obligations with or without call or prepayment penalties.
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Amortized Cost Fair Value
One year or less $ 803 $ 801
More than one year through five years 2,967 2,967
More than five years through ten years 2,185 2,170
More than ten years 327 348

Subtotal 6,282 6,286
Mortgage/asset-backed securities 1,926 1,912

Total $ 8,208 $ 8,198
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The maturity distribution for those available for sale fixed maturities and short-term investments that were in an unrealized loss position at
March 31, 2007, was as follows (in millions of U.S. dollars):

Amortized Cost Fair Value

Gross

Unrealized

Losses
One year or less $ 691 $ 688 $ (3)
More than one year through five years 1,770 1,750 (20)
More than five years through ten years 1,408 1,381 (27)
More than ten years 127 125 (2)

Subtotal 3,996 3,944 (52)
Mortgage/asset-backed securities 1,305 1,285 (20)

Total $ 5,301 $ 5,229 $ (72)
Funds Held by Reinsured Companies (Cedants)

Funds held by reinsured companies at March 31, 2007 have not changed significantly since December 31, 2006. See Funds Held by Reinsured
Companies (Cedants) in Item 7 of Part II of the Company�s 2006 Annual Report on Form 10-K.

Unpaid Losses and Loss Expenses

The Company establishes loss reserves to cover the estimated liability for the payment of all losses and loss expenses incurred with respect to
premiums earned on the contracts that the Company writes. Loss reserves do not represent an exact calculation of the liability. Loss reserves are
estimates involving actuarial and statistical projections at a given time to reflect the Company�s expectations of the costs of the ultimate
settlement and administration of claims. Estimates of ultimate liabilities are contingent on many future events and the eventual outcome of these
events may be different from the assumptions underlying the reserve estimates. The Company believes that the recorded unpaid losses and loss
expenses represent Management�s best estimate of the cost to settle the ultimate liabilities based on information available at March 31, 2007. See
Critical Accounting Policies and Estimates�Losses and Loss Expenses and Life Policy Benefits in Item 2 of this Form 10-Q and Item 7 of Part II
of the Company�s 2006 Annual Report on Form 10-K for additional information concerning losses and loss expenses.

The Company�s unpaid losses and loss expenses for its non-life operations are composed of the reserves for its Non-life and ART segments. At
March 31, 2007 and December 31, 2006, the Company recorded gross non-life reserves for unpaid losses and loss expenses of $6,926 million
and $6,871 million, respectively. The following table provides a reconciliation of the net non-life reserves for unpaid losses and loss expenses
for the first three months of 2007 (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

Net liability at December 31, 2006 $ 6,732
Net incurred losses related to:
Current year 505
Prior years (122)

383
Net paid losses (355)
Effects of foreign exchange rate changes 35

Net liability at March 31, 2007 $ 6,795
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See Critical Accounting Policies and Estimates�Losses and Loss Expenses and Life Policy Benefits and Results by Segment in Item 2 of this
Form 10-Q for a discussion of losses and loss expenses and prior years� reserve developments.

Net incurred losses for the three months ended March 31, 2007 included $46 million for European Windstorm Kyrill. The non-life ratio of paid
losses to net premiums earned was 50%, while the non-life ratio of paid losses to incurred losses was 93% for the three months ended March 31,
2007, compared to 57% and 98%, respectively for the same period in 2006. The high non-life ratio of paid losses to incurred losses in the three
month periods reflected payments on the large 2005 and 2004 catastrophic loss events. As of March 31, 2007, approximately 88% and 74% of
the Company�s ultimate loss estimates related to the 2004 Atlantic hurricanes and the large 2005 catastrophic losses, respectively, were paid.
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Policy Benefits for Life and Annuity Contracts

At March 31, 2007 and December 31, 2006, the Company recorded gross policy benefits for life and annuity contracts of $1,500 million and
$1,431 million, respectively. The following table provides a reconciliation of the net policy benefits for life and annuity contracts for the first
three months of 2007 (in millions of U.S. dollars):

For the three
months ended
March 31, 2007

Net liability at December 31, 2006 $ 1,388
Net incurred losses 96
Net paid losses (34)
Effects of foreign exchange rate changes 8

Net liability at March 31, 2007 $ 1,458
Net incurred losses in the first three months of 2007 included $3 million of net favorable prior year development. The incurred losses were also
affected by a reduction of life policy benefits of $11 million reported by a cedant for a longevity treaty in the first three months of 2007. See
Results by Segment in Item 2 of this Form 10-Q for a discussion of life policy benefits and prior years� reserve developments.

Contractual Obligations and Commitments

In the normal course of its business, the Company is a party to a variety of contractual obligations as summarized in the Company�s 2006 Annual
Report on Form 10-K. These contractual obligations are considered by the Company when assessing its liquidity requirements and the Company
is confident in its ability to meet all of its obligations. Contractual obligations at March 31, 2007 have not changed materially compared to
December 31, 2006. The adoption of FIN 48 is not expected to have a material impact on the Company�s contractual obligations or liquidity.

Shareholders� Equity and Capital Resources Management

Shareholders� equity at March 31, 2007 was $3.9 billion, a 3% increase compared to $3.8 billion at December 31, 2006. The major factors
contributing to the increase in shareholders� equity in the three-month period ended March 31, 2007 were:

� net income of $169 million;

� a $7 million increase in net unrealized gains and losses on investments, net of deferred taxes, recorded in shareholders� equity
resulting from changes in the fair value of investments, realization of net gains on sales of securities and other-than-temporary
impairments;

� a $9 million positive effect of the currency translation adjustment resulting primarily from the translation of PartnerRe SA�s financial
statements into the U.S. dollar; offset by

� a $9 million decrease in opening retained earnings due to the adoption of FIN 48;

� a net decrease in common shares and additional paid-in capital of $22 million, due to the repurchase of common shares of $34
million under the Company�s share repurchase program, offset by the issuance of common shares under the Company�s equity plans of
$12 million; and
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� dividends declared on both the Company�s common and preferred shares of $33 million.
As part of its long-term strategy, the Company will continue to actively manage capital resources to support its operations throughout the
reinsurance cycle and for the benefit of its shareholders, subject to the ability to maintain strong ratings from the major rating agencies and the
unquestioned ability to pay claims as they arise. Generally, the Company seeks to increase its capital when its current capital position is not
sufficient to support the volume of attractive business opportunities available. Conversely, the Company will seek to reduce its capital, through
dividends or stock repurchases, when available business opportunities are insufficient to fully utilize the Company�s capital at adequate returns.

During the first three months of 2007, the Company repurchased in the open market under its authorized share repurchase program, 487,300 of
its common shares at a total cost of approximately $34 million. At March 31, 2007, the Company has 3.8 million common shares remaining
under its current share repurchase authorization.
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Management uses growth in diluted book value per share as a prime measure of the value the Company is generating for its common
shareholders, as Management believes that over time, growth in the Company�s diluted book value per share should translate into growth in the
Company�s stock price. During the first three months of 2007, diluted book value per share increased by 4.2% to $58.45 at March 31, 2007,
compared to the December 31, 2006 diluted book value per share of $56.07.

The table below sets forth the capital structure of the Company at March 31, 2007 and December 31, 2006 (in millions of U.S. dollars):

March 31, 2007 December 31, 2006
Capital Structure:
Long-term debt $ 620 13% $ 620 13%
Capital efficient notes(1) 250 5 250 6
6.75% Series C cumulative preferred shares, aggregate liquidation 290 6 290 6
6.5% Series D cumulative preferred shares, aggregate liquidation 230 5 230 5
Common shareholders� equity 3,387 71 3,266 70

Total Capital $ 4,777 100% $ 4,656 100%

(1) PartnerRe Finance II, the issuer of the capital efficient notes, does not meet the consolidation requirements of FIN 46(R). Accordingly, the
Company shows the related intercompany debt of $257.6 million on its Consolidated Balance Sheets.

Liquidity

Liquidity is a measure of the Company�s ability to access sufficient cash flows to meet the short-term and long-term cash requirements of its
business operations. Management believes that its significant cash flows and high quality liquid investment portfolio will provide sufficient
liquidity for the foreseeable future. Cash and cash equivalents were $1,099 million at March 31, 2007, compared to $989 million at
December 31, 2006. Cash flows from operations for the three months ended March 31, 2007 increased to $685 million from $233 million in the
same period in 2006. This increase in cash flows from operations was mainly due to a change in asset allocation to sell approximately $415
million of equity trading securities, which are classified as operating cash flows under U.S. GAAP, and higher underwriting cash inflows due to
lower paid losses in the first three months of 2007 compared to the same period in 2006.

The decrease in paid losses in the first three months of 2007 reflects lower payments on the 2004 and 2005 catastrophes compared to the same
period in 2006. Paid losses for the three months ended March 31, 2007 and March 31, 2006 included approximately $91 million and $126
million, respectively, related to the large 2005 and 2004 catastrophic loss events. The increase in cash flows from operations is also related to an
increase in cash receipts related to the 19% increase in net investment income in the first three months of 2007, compared to the same period in
2006. The growth in net investment income is a result of cumulative cash flows added to the portfolio, as well as the contribution of rising
interest rates.

The Company is a holding company with no operations or significant assets other than the capital stock of the Company�s subsidiaries and other
intercompany balances. The Company relies primarily on cash dividends and payments from Partner Reinsurance, PartnerRe SA and PartnerRe
U.S. to pay the operating expenses, interest expense, shareholder dividends and other obligations of the holding company that may arise from
time to time. The Company expects future dividends and other permitted payments from these subsidiaries to be the principal source of its funds
to pay expenses and dividends.

Financial strength ratings and senior unsecured debt ratings represent the opinions of rating agencies on the Company�s capacity to meet its
obligations. In the event of a significant downgrade in ratings, the Company�s ability to write business and to access the capital markets could be
impacted. See Liquidity and Credit Facilities in Item 7 of Part II of the Company�s 2006 Annual Report on Form 10-K for a detailed discussion
of the impact of a significant downgrade in ratings.

Our current financial strength ratings are:

Standard & Poor�s AA-/negative outlook
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Moody�s Aa3/stable
A.M. Best A+/stable
Fitch AA/stable
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Credit Facilities and Off-Balance Sheet Arrangements

Credit facilities and off-balance sheet arrangements at March 31, 2007 have not changed significantly since December 31, 2006. See Credit
Facilities and Off-Balance Sheet Arrangements in Item 7 of Part II of the Company�s 2006 Annual Report on Form 10-K.

Currency

See Results of Operations and Review of Net Income above for a discussion on net foreign exchange losses for the three months ended
March 31, 2007 and 2006.

Effects of Inflation

The effects of inflation are considered implicitly in pricing and estimating reserves for unpaid losses and loss expenses. The actual effects of
inflation on the results of operations of the Company cannot be accurately known until claims are ultimately settled.

New Accounting Pronouncements

See Note 3 to the Unaudited Condensed Consolidated Financial Statements included in Item 1 of Part I of this Form 10-Q.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Overview

Management believes that the Company is principally exposed to four types of market related risk: interest rate risk, foreign currency risk, credit
risk and equity price risk. How these risks relate to the Company, and the process used to manage them, is discussed in Item 7A of Part II of the
Company�s 2006 Annual Report on Form 10-K. The following discussion of market risks at March 31, 2007 focuses only on material changes
from December 31, 2006 in the Company�s market risk exposures, or how those exposures are managed.

Interest Rate Risk

The Company�s fixed income portfolio is exposed to interest rate risk. Fluctuations in interest rates have a direct impact on the market valuation
of these securities. The Company�s investment philosophy distinguishes between assets that are generally matched against the estimated net
reinsurance assets and liabilities (liability funds) and those assets that represent shareholder capital (capital funds). The Company manages
interest rate risk on liability funds by constructing bond portfolios in which the economic impact of a general interest rate shift is comparable to
the impact on the related liabilities. The Company manages the exposure to interest rate volatility on capital funds by choosing a duration profile
that it believes will optimize the risk-reward relationship.

At March 31, 2007, the Company estimates that the hypothetical case of an immediate 100 basis point adverse parallel shift in global bond
curves would result in an approximately 3.9% (or approximately $355 million) decrease in fair value of investments exposed to interest rates, or
approximately 3.2% and 9.1% decrease of the total invested assets and shareholders� equity of the Company, respectively. This change does not
take into account taxes or the corresponding change in the economic value of its reinsurance liabilities, which, as noted above, would
substantially offset the economic impact on invested assets, although the offset would not be reflected in the Company�s Consolidated Balance
Sheets.

Foreign Currency Risk

Through its multinational reinsurance operations, the Company conducts business in a variety of non-U.S. currencies, with the principal
exposures being the euro, the British pound, the Canadian dollar, the Swiss franc and the Japanese yen. As the Company�s reporting currency is
the U.S. dollar, foreign exchange rate fluctuations may materially impact the Company�s Consolidated Financial Statements.

The table below summarizes the Company�s gross and net exposure on its March 31, 2007 Consolidated Balance Sheet to foreign currency, as
well as the associated foreign currency derivatives the Company has put in place to manage this exposure (in millions of U.S. dollars):
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Euro GBP CAD CHF JPY Other Total(1)
Invested assets $ 2,169 $ 444 $ 504 $ 1 $ �  $ 192 $ 3,310
Other net liabilities (2,071) (286) (385) (143) (39) (425) (3,349)

Total foreign currency risk 98 158 119 (142) (39) (233) (39)
Total derivative amount 266 (125) 48 165 38 281 673

Net foreign currency exposure $ 364 $ 33 $ 167 $ 23 $ (1) $ 48 $ 634

(1) As the U.S. dollar is the Company�s reporting currency, there is no currency risk attached to the U.S. dollar and it is excluded from this
table. The U.S. dollar accounted for the difference between the Company�s total foreign currency risk in this table and the invested assets
and other net liabilities on the Company�s Consolidated Balance Sheet.

The above numbers include the Company�s investment in PartnerRe SA, whose functional currency is the euro and its Canadian branch, whose
functional currency is the Canadian dollar, both of which the Company does not hedge, partially offset by net short or long exposures in certain
currencies.

Assuming all other variables are held constant and disregarding any tax effects, a 10% change in the U.S. dollar relative to the other currencies
held by the Company would result in a $63 million change in the net assets held by the Company, inclusive of the effect of the derivative
hedges.

Credit Risk

The Company has exposure to credit risk primarily as a holder of fixed income securities. The Company controls this exposure by emphasizing
investment-grade credit quality in the fixed income securities it purchases. At March 31, 2007, approximately 70% of the Company�s fixed
income portfolio was rated AAA (or equivalent rating), 86% was rated A- or better and 4% of the Company�s fixed income portfolio was rated
below investment-grade. The Company believes this high-quality concentration reduces its exposure to credit risk on fixed income investments
to an acceptable level.

To a lesser extent, the Company is also exposed to the following credit risks:

� in its underwriting operations, most notably in the credit/surety line and in the business written by the Company�s ART segment;

� as a party to foreign currency forward contracts and other derivative contracts;

� credit risk of its cedants in the event of their insolvency or failure to honor the value of the funds held balances due to the Company;

� as it relates to its business written through brokers if any of the Company�s brokers is unable to fulfill their contractual obligations;

� as it relates to its reinsurance balances receivable and reinsurance recoverable on paid and unpaid losses; and

� under its retrocessional reinsurance contracts.
The credit risks that the Company is exposed to have not changed materially since December 31, 2006. See Credit Risk in Item 7A of Part II of
the Company�s 2006 Annual Report on Form 10-K for a discussion of the credit risks identified above.

Equity Price Risk
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The Company invests a portion of its capital funds in marketable equity securities classified as available for sale (fair market value of $1,340
million at March 31, 2007). The Company also holds marketable equity securities classified as trading securities (fair market value of $101
million at March 31, 2007). These equity investments are exposed to equity price risk, defined as the potential for loss in market value due to a
decline in equity prices. Net payable for securities purchased includes equity securities sold but not yet purchased in the amount of $78 million
at March 31, 2007, which represent sales of securities not owned at the time of sale. The Company estimates that its equity investment portfolio
has a beta versus the S&P 500 Index of approximately 0.89. Given the estimated beta for the Company�s equity portfolio, a 10% movement in the
S&P 500 Index would result in an approximately 8.9% (or approximately $126 million without taking into account taxes) increase or decrease in
the market value of the Company�s equity portfolio, or approximately 1.1% and 3.2% increase or decrease of the total invested assets and
shareholders� equity of the Company, respectively.
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ITEM 4.    CONTROLS AND PROCEDURES
The Company carried out an evaluation, under the supervision and with the participation of the Company�s Management, including the
Company�s Chief Executive Officer and Chief Financial Officer, as of March 31, 2007, of the effectiveness of the design and operation of the
Company�s disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as
amended. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of March 31, 2007, the
Company�s disclosure controls and procedures are effective such that information required to be disclosed by the Company in reports that it files
or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the rules and forms of
the Securities and Exchange Commission and is accumulated and communicated to management, including its principal executive and principal
financial officers, as appropriate to allow timely decisions regarding required disclosure.

There have been no changes in the Company�s internal control over financial reporting identified in connection with such evaluation that
occurred during the three months ended March 31, 2007 that has materially affected, or is reasonably likely to materially affect, the Company�s
internal controls over financial reporting.

PART II�OTHER INFORMATION

ITEM 1.    LEGAL PROCEEDINGS
Litigation

The Company�s reinsurance subsidiaries, and the insurance and reinsurance industry in general, are subject to litigation and arbitration in the
normal course of their business operations. In addition to claims litigation, the Company and its subsidiaries may be subject to lawsuits and
regulatory actions in the normal course of business that do not arise from or directly relate to claims on reinsurance treaties. This category of
business litigation typically involves, inter alia, allegations of underwriting errors or misconduct, employment claims or regulatory activity.
While the outcome of the business litigation cannot be predicted with certainty, the Company is disputing and will continue to dispute all
allegations against the Company and/or its subsidiaries that Management believes are without merit.

As of March 31, 2007, the Company was not a party to any material litigation or arbitration that it believes could have a material adverse effect
on the financial condition or business of the Company.

Subpoenas

In June 2005, the Company received a subpoena from the United States Attorney for the Southern District of New York requesting information
relating to the Company�s finite reinsurance products. In addition, the Company�s wholly owned subsidiary, PartnerRe U.S., received a subpoena
from the Florida Office of Insurance Regulation in April 2005 requesting information in connection with its investigation of insurance industry
practices related to finite reinsurance activities. The Company has responded promptly to all requests for information.

In January 2007, PartnerRe U.S. received a subpoena from the Attorney General for the State of Connecticut requesting information relating to
the Company�s participation in certain underwriting agreements that existed in 2002 and prior. The Company is cooperating fully with this
request for information.

ITEM 1A.    RISK FACTORS
Cautionary Note Concerning Forward-Looking Statements

Certain statements contained in this document, including Management�s Discussion and Analysis, may be considered forward-looking statements
as defined in section 27A of the United States Securities Act of 1933 and section 21E of the United States Securities Exchange Act of 1934.
Forward-looking statements are made based upon Management�s assumptions and expectations concerning the potential effect of future events
on the Company�s financial performance and are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of
1995. Such statements are subject to significant business, economic and competitive risks and uncertainties that could cause actual results to
differ materially from those reflected in such forward-looking statements. PartnerRe�s forward-looking statements could be affected by numerous
foreseeable and unforeseeable events and developments that may affect the Company directly, or indirectly through our industry. As used in
these Risk Factors, the terms �we�, �our� or �us� may, depending upon the context, refer to the Company, to one or more of the Company�s
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consolidated subsidiaries or to all of them taken as a whole.

The words believe, anticipate, estimate, project, plan, expect, intend, hope, forecast, evaluate, will likely result or will continue or words of
similar impact generally involve forward-looking statements. We caution readers not to place undue
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reliance on these forward-looking statements, which speak only as of their dates. The Company undertakes no obligation to publicly update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise.

See Risk Factors in Item 1A of Part I of the Company�s 2006 Annual Report on Form 10-K for a complete review of important risk factors. The
following discussion supplements the operating risk factors that could have a material impact on the Company results of operations or financial
condition.

Changes in legislation may materially impact advantageous capital gains rates on our dividends

Under current law, our U.S. shareholders are taxed on dividends at advantageous capital gains rates rather than ordinary income tax rates.
Currently, there is proposed legislation before both Houses of Congress that would exclude shareholders of foreign companies from this
advantageous capital gains rate treatment unless either (i) the company is organized or created in a country that has entered into a �comprehensive
income tax treaty� with the U.S. or (ii) the shares of such company are readily tradable on an established securities market in the U.S. and the
company is organized or created in a country that has a comprehensive income tax system that the U.S. Secretary of the Treasury determines is
satisfactory for this purpose. We would not satisfy either of these tests and, accordingly, if this legislation became law, individual U.S.
shareholders would no longer qualify for the advantageous capital gains rates on our dividends.

ITEM 2.    UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
(c) The following table provides information about purchases by the Company during the quarter ended March 31, 2007, of equity securities that
are registered by the Company pursuant to Section 12 of the Exchange Act.

Issuer Purchases of Equity Securities

Period

(a)

Total number of

shares purchased(1)

(b)

Average price paid

per share

(c)

Total number of shares

purchased as part of

publicly announced

program(1)(2)

(d)
Maximum number of
shares that may yet

be purchased under

the program
01/01/2007-01/31/2007 �  �  �  4,293,651
02/01/2007-02/28/2007 62,400 69.50 62,400 4,231,251
03/01/2007-03/31/2007 424,900 69.27 424,900 3,806,351

Total 487,300 69.30 487,300

(1) The Company repurchased an aggregate of 487,300 of its common shares in the open market during the first quarter of 2007 pursuant to its
repurchase program.

(2) In 2005, the Company�s Board of Directors approved an increase in the Company�s stock repurchase authorization up to a maximum of
5 million common shares. Of this authorization, 3,806,351 common shares remain eligible for repurchase. Unless terminated earlier by
resolution of the Company�s Board of Directors, the program will expire when the Company has repurchased all shares authorized for
repurchase thereunder.

ITEM 3.    DEFAULTS UPON SENIOR SECURITIES
None.
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ITEM 4.    SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.

ITEM 5.    OTHER INFORMATION
None.
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ITEM 6.    EXHIBITS
(a) Exhibits�The following exhibits are filed as part of this report on Form 10-Q:

11.1 Statements Regarding Computation of Net Income Per Common and Common Share Equivalents

15 Letter Regarding Unaudited Interim Financial Information

31.1 Section 302 Certification of Patrick A. Thiele

31.2 Section 302 Certification of Albert A. Benchimol

32 Section 906 Certifications
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Company has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

PartnerRe Ltd.

(Registrant)

By: /S/ PATRICK A. THIELE
Name:

Title:

Patrick A. Thiele

President & Chief Executive Officer
Date: May 9, 2007

By: /S/ ALBERT A. BENCHIMOL

Name:

Title:

Albert A. Benchimol

Executive Vice President & Chief Financial
Officer

Date: May 9, 2007
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EXHIBIT INDEX

Exhibit
Number Exhibit

11.1 Statements Regarding Computation of Net Income per Common and Common Share Equivalents

15 Letter Regarding Unaudited Interim Financial Information

31.1 Section 302 Certification of Patrick A. Thiele

31.2 Section 302 Certification of Albert A. Benchimol

32 Section 906 Certifications
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