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Research Update:

Alterra Capital Holdings Ltd. And Core
Subsidiaries Ratings Raised; Outlook Stable

Overview

* In our view, the core operating subsidiaries of Alterra Capital Holdings
Ltd. (Alterra Capital) have a strong conpetitive position based on a
| arger and enhanced operating platform

e W believe that the anml ganation of Max Capital G oup Ltd. and Harbor
Point Ltd. is successfully conpleted and the ERM pl atform of the
consol idated entity has evolved in accordance with the risk profile of
the conbined entity.

* W are raising our financial strength and counterparty credit ratings on
the core conpanies of Alterra Capital to'A from'A-' and the
counterparty credit ratings on Alterra Capital Holdings Ltd. and
i nternmedi ate hol ding conpanies to 'BBB+ from' BBB' .

e The outlook on the ratings is stable.

Rating Action

On Nov. 16, 2011, Standard & Poor's Ratings Services raised its financial
strength ratings and counterparty credit ratings on all core conpani es of
Alterra Capital to "A from'A-' and the counterparty credit ratings on
Alterra Capital Holdings Ltd. and internediate hol ding conpani es to ' BBB+'
from'BBB . The outlook on the ratings is stable.

Rationale

The rating action reflects Standard & Poor's view that Alterra has benefited
froma | arger and enhanced operating platformand i nproved di versification by
platform product, and account type following its creation on May 12, 2010,

t hrough the merger of Max Capital and Harbor Point. G ven the nore diverse
earnings streans, Alterra delivered a conbined ratio of about 103.5% for the
first nine nonths of 2011 including all corporate expenses despite significant
cat astrophe | osses the global industry incurred during that tine.

W believe that enterprise risk managenent (ERM at Alterra is strong. W
beli eve that the nmerger of Max Capital and Harbor Point is successfully
conpleted and that the risk culture at Alterra is a key factor in the speed
and diligence of the integration process. Underwiting, pricing, reserving,
ri sk managenment, investnents, human resources, and financial reporting
functions are fully integrated at Alterra, and integration risk is mniml at
this point.

Q her factors supporting the ratings include Alterra's very strong capita
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adequacy, strong investnments and |iquidity, and managenent's significant depth
and breadth. Partially offsetting these strengths are the potential pricing
and reserving risks related to the group's significant |long-tail casualty
witings, potential earnings volatility as a result of |osses stenming from
weat her -rel ated and man- made cat astrophes, and the | ower proportion of

prem uns sourced outside the U S. conpared with ot her Bernuda-based insurers
and reinsurers.

Outlook

The stable outlook reflects our belief that Alterra's capital adequacy wll
remain very strong over the next two years, to offset potential volatility of
t he substantial catastrophe exposures. W expect financial |everage to remain
nodest at about 15% 20% t hrough 2012 and fi xed-charge coverage w thin 4x-6x
(assum ng annual catastrophe | osses bel ow $100 nmillion). For 2011, and
assum ng $25 mllion of catastrophe | osses for the renminder of the year, the
conbined ratio for the property/casualty segnment including all corporate
expenses will likely be about 100% with a return on revenue (ROR) of 7% 10%
For 2012, assumi ng annual catastrophe |osses of $100 mllion, we expect the
conbined ratio including all corporate expenses to be 97% 100% and the ROR to

be higher than 12% For 2011, gross premuns witten will likely reach $1.9
billion, nostly because of the roll over of Harbor Point preniuns into
Alterra's financials and nodest growh in Alterra at Lloyd' s and Alterra Latin
America. In 2012, gross premuns witten likely will increase by |ow

single-digit percentage points, mainly because of the expansion of Alterra
Latin Anerica and new underwiting teanms at Alterra at Lloyd's.

Al 't hough we don't expect to change the ratings in the next two years, the
ratings could conme under pressure if the conpany's capital adequacy decreases
and remai ns below the 'AA" level; if the conpany reports nmajor adverse reserve
devel opnent, stemming fromits casualty |oss reserves (nore than 2.5
percentage points of net |loss reserves); if underwiting performance |ags that
of its peers; if earnings volatility increases over multiple years; or if
there is a major change in the risk profile of its investnent portfolio. W
are unlikely to raise the ratings on Alterra over the next two years primarily
because, in our view, the conpany's conpetitive position and global reach is
unlikely to inprove relative to its peers'.

Related Criteria And Research

« Managenent And Corporate Strategy O I|nsurers: Methodol ogy And Assunpti ons
, Jan. 20, 2011

e Evaluating Insurers' Conpetitive Positions, April 22, 2009

* Evaluating The Enterprise Ri sk Managenent Practices O |nsurance Conpanies
, Cct. 17, 2005
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Ratings List

Upgr aded; Qutl ook Action
To From

Alterra Capital Holdings Ltd.
Al terra USA Hol di ngs Ltd.
Alterra Capital UK Ltd.
Alterra Capital Europe Ltd.

Counterparty Credit Rating

Local Currency BBB+/ St abl e/ - - BBB/ Posi tive/ - -

Alterra Anerica |Insurance Co.
Al terra Rei nsurance USA Inc.
Alterra Excess & Surplus Insurance Co.
Al terra Europe PLC
Al terra Bernuda Ltd.
Counterparty Credit Rating
Local Currency A St abl ef - - A-/Positivel--
Fi nancial Strength Rating
Local Currency Al St abl ef - - A-/Positivel--

Upgr aded

Alterra Finance LLC
Seni or Unsecur ed BBB+ BBB

Al terra USA Hol di ngs Ltd.
Seni or Unsecur ed BBB+ BBB

Conpl ete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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