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UNDER THE
SECURITIES ACT OF 1933
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(212) 894-8700
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Copies to:
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Approximate date of commencement of proposed sale of the securities to the public:
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Province of Ontario, Canada
(Principal jurisdiction regulating this offering)

It is proposed that this filing shall become effective (check appropriate box):
A. b Upon filing with the Commission, pursuant to Rule 467(a) (if in connection with an offering being made
contemporaneously in the United States and Canada).

B. o Atsome future date (check the appropriate box below):
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pursuant to Rule 467(b)on () at( ) (designate a time 7 calendar days or sooner after filing)
because the securities regulatory authority in the review jurisdiction has issued a receipt or
notification of clearance on ().

3. o pursuant to Rule 467(b) as soon as practicable after notification of the Commission by the Registrant
or the Canadian securities regulatory authority of the review jurisdiction that a receipt or notification
of clearance has been issued with respect hereto.

4. o after the filing of the next amendment to this Form (if preliminary material is being filed).
If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to the

home jurisdiction s shelf prospectus offering procedures, check the following box. p

CALCULATION OF REGISTRATION FEE

Proposed
Maximum
Proposed Aggregate
Title of Each Class of Amount to be  Maximum Offering Amount of
Offering Registration
Securities to be Registered Registered Price Price(1)(2) Fee
Subordinate Voting Shares
Preferred Shares
Debt securities
Warrants
Share purchase contracts
Units (3)
Total $750,000,000 $ 750,000,000 $ 23,025(4)

(1) Estimated solely
for the purpose of
calculating the
amount of the
registration fee
pursuant to Rule
457(0) under the
Securities Act of
1933, as
amended. The
initial public
offering price of
any debt
securities
denominated in
any foreign
currencies or
currency units
shall be the U.S.
dollar equivalent
thereof based on
the prevailing
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exchange rates at
the respective
times such
securities are first
offered. With
respect to debt
securities issued
at an offering
price less than the
principal amount
at maturity, the
amount to be
registered will be
equal to the
aggregate
offering price.

(2) Exclusive of
accrued interest,
if any.

(3) Such
indeterminate
principal amount
of debt securities
or number of
subordinate
voting shares,
preferred shares,
warrants, share
purchase
contracts and
units of Fairfax
Financial
Holdings
Limited, as may,
from time to
time, be issued at
indeterminate
prices, with an
aggregate initial
offering price not
to exceed
$750,000,000,
including such
indeterminate
principal amount
of debt securities
or number of
subordinate
voting shares or
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preferred shares
as may be issued
upon conversion
or exchange of
any debt
securities or
preferred shares
that provide for
conversion or
exchange into
such securities or
upon exercise of
warrants for such
securities or upon
settlement of
share purchase
contracts for
subordinate
voting shares or
preferred shares.

(4) $88,275.00 was
previously paid in
connection with a
registration
statement on
Form F-10 (File
No. 333-122290)
filed by Fairfax
Financial
Holdings Limited
on January 25,
2005, including
$52,948.00 paid
in relation to
securities
remaining unsold
in the offering
contemplated by
such registration
statement, which
unsold securities
are hereby
deregistered.
Accordingly,
pursuant to Rule
457(p) under the
Securities Act of
1933, as
amended,
$52,948.00 is
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being offset
against the filing
fee due in
connection with
this registration
statement.
Accordingly, no
fee is being paid
at the time of
filing this
registration
statement.
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PROSPECTUS
April 10, 2007
FAIRFAX FINANCIAL HOLDINGS LIMITED

US$750,000,000
Subordinate Voting Shares

Preferred Shares

Debt Securities

Warrants
Share Purchase Contracts
Units

We may offer from time to time, during the 25 month period that this prospectus, including any amendments
hereto, remains effective, up to US$750,000,000 of the securities listed above in one or more series or issuances and
their total offering price, in the aggregate, will not exceed US$750,000,000. Our securities may be offered separately
or together, in amounts, at prices and on terms to be determined based on market conditions and set forth in an
accompanying shelf prospectus supplement.

We will provide the specific terms of any securities we actually offer in supplements to this prospectus. You
should read this prospectus and any applicable prospectus supplement carefully before you invest. This prospectus
may not be used to offer securities unless accompanied by a prospectus supplement. Any net proceeds we expect to
receive from the issue of our securities will be set forth in a prospectus supplement.

This prospectus does not qualify for issuance debt securities in respect of which the payment of principal and/or
interest may be determined, in whole or in part, by reference to one or more underlying interests including, for
example, an equity or debt security, a statistical measure of economic or financial performance including, but not
limited to, any currency, consumer price or mortgage index, or the price or value of one or more commodities, indices
or other items, or any other item or formula, or any combination or basket of the foregoing items.

Our outstanding Subordinate Voting Shares are listed for trading on the Toronto Stock Exchange and the New
York Stock Exchange under the symbol FFH.

Investing in our securities involves risks. See Risk Factors.

Our head and registered office is at Suite 800, 95 Wellington Street West, Toronto, Ontario, M5J 2N7.

We are permitted to prepare this prospectus in accordance with Canadian disclosure requirements,
which are different from those of the United States. We prepare our financial statements in accordance with
Canadian generally
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accepted accounting principles, and are subject to Canadian auditing and auditor independence standards.
Our financial statements may not be comparable to financial statements of U.S. companies.

Owning the securities may subject you to tax consequences both in the United States and Canada. This
prospectus or any applicable prospectus supplement may not describe these tax consequences fully. You should
read the tax discussion in any applicable prospectus supplement.

Your ability to enforce civil liabilities under the U.S. federal securities laws may be affected adversely
because we are incorporated in Canada, most of our officers and directors and certain of the experts named in
this prospectus are Canadian residents, and many of our assets are located in Canada.

Neither the U.S. Securities and Exchange Commission nor any state or provincial securities regulator has
approved or disapproved of these securities or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

2
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You should rely only on the information contained in or incorporated by reference into this prospectus or
any prospectus supplement. References to this prospectus include documents incorporated by reference
therein. See Documents Incorporated by Reference. The information in or incorporated by reference into this
prospectus is current only as of its date. We have not authorized anyone to provide you with information that is
different. This document may only be used where it is legal to offer these securities.

ENFORCEABILITY OF CERTAIN CIVIL LIABILITIES

We are a corporation organized under the laws of Canada and some of our assets are located in, and most of our
directors and most of our officers are residents of, Canada. As a result, it may be difficult for U.S. investors to effect
service of process within the United States upon our directors or officers, or to realize in the United States upon
judgments of courts of the United States predicated upon civil liability of such directors or officers under U.S. federal
securities laws. We have been advised by Torys LLP, our Canadian counsel, that a judgment of a U.S. court
predicated solely upon civil liability under such laws would probably be enforceable in Canada if the U.S. court in
which the judgment was obtained had a basis for jurisdiction in the matter that was recognized by a Canadian court for
such purposes. We have also been advised by such counsel, however, that there is substantial doubt whether an action
could be brought in Canada in the first instance on the basis of liability predicated solely upon such laws.

PRESENTATION OF OUR FINANCIAL INFORMATION

As the majority of our operations are in the United States or conducted in U.S. dollars, we report our
consolidated financial statements in U.S. dollars in order to provide more meaningful information to users of our
financial statements. In this prospectus, except where otherwise indicated, all dollar amounts are expressed in U.S.
dollars, referencesto $ , US$ and dollars are to U.S. dollars, and references to Cdn$ are to Canadian dollars.

Our consolidated financial statements have been prepared in accordance with generally accepted accounting
principles in Canada, or Canadian GAAP, which differ from generally accepted accounting principles in the United
States, or U.S. GAAP. For a discussion of the material differences between Canadian GAAP and U.S. GAAP as they
relate to our financial statements, see note 20 to our audited consolidated financial statements for the year ended
December 31, 2006, incorporated by reference in this prospectus.
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EXCHANGE RATE DATA
The following table sets forth, for each period indicated, the low and high exchange rates for Canadian dollars
expressed in United States dollars, the exchange rate at the end of such period and the average of such exchange rates
for each day during such period, based on the inverse of the noon buying rate in The City of New York for cable
transfers in Canadian dollars as certified for customs purposes by the Federal Reserve Bank of New York:

Year Ended December 31,
2002 2003 2004 2005 2006
Low 0.6200 0.6349 0.7158 0.7872 0.8528
High 0.6619 0.7738 0.8493 0.8690 0.9100
Period End 0.6329 0.7738 0.8310 0.8579 0.8582
Average 0.6369 0.7159 0.7696 0.8260 0.8821

On April 10, 2007, the inverse of the noon buying rate was $0.8712 = Cdn$1.00.
FORWARD-LOOKING STATEMENTS

Any statements made by us or on our behalf may include forward-looking statements that reflect our current

views with respect to future events and financial performance. The words believe, anticipate, project, expect, plar
intend, predict, estimate, will likely result, will seek to or will continue and similar expressions identify
forward-looking statements. These forward-looking statements relate to, among other things, our plans and objectives
for future operations and underwriting profits. We caution readers not to place undue reliance on these
forward-looking statements, which speak only as of their dates. We are under no obligation to update or alter such
forward-looking statements as a result of new information, future events or otherwise. These forward-looking
statements are subject to uncertainties and other factors that could cause actual results to differ materially from such
statements. These uncertainties and other factors, which we describe in more detail elsewhere in this prospectus, or in
documents incorporated by reference herein, include, but are not limited to:
a reduction in net income if our loss reserves are insufficient;

underwriting losses on the risks we insure that are higher or lower than expected;
insufficient reserves for asbestos, environmental and other latent claims;

the lowering or loss of one of our subsidiaries financial or claims-paying ability ratings;
an inability to maintain effective internal control over financial reporting;

an inability to realize our investment objectives;

changes in economic conditions, including interest rates and the securities markets, which could affect our
investment portfolio;

exposure to credit risk in the event our reinsurers fail to make payments to us under our reinsurance
arrangements;

exposure to credit risk in the event our insureds fail to pay premiums that are owed to us or fail to reimburse
us for deductibles that are paid by us on their behalf;

exposure to credit risk in the event insurance producers or reinsurance intermediaries fail to remit premiums
owed to us;
4
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the occurrence of catastrophic events with a frequency or severity exceeding our estimates;

a decrease in the level of demand for our subsidiaries reinsurance or insurance products, or increased
competition in the insurance industry;

the cycle of the insurance market, which can substantially influence our and our competitors premium rates
and capacity to write new business;

our inability to obtain reinsurance coverage in sufficient amounts, at reasonable prices or on terms that
adequately protect us;

the timing of loss payments being faster or the receipt of reinsurance recoverables being slower than
anticipated by us;

our dependence on independent brokers over whom we exercise little control;

adverse fluctuations in foreign currency exchange rates;

assessments and shared market mechanisms which can adversely affect our U.S. insurance subsidiaries;
our failure to realize future income tax assets;

loss of key employees;

the influence exercisable by our controlling shareholder;

the passage of legislation subjecting our businesses to additional supervision or regulation, including
additional tax regulation, in the United States, Canada or other jurisdictions in which we operate;

our inability to obtain required levels of capital on favorable terms, if at all;
our inability to access our subsidiaries cash;

risks associated with current government investigations of, and class action litigation related to, insurance
industry practices;

the failure of any of the loss limitation methods we employ;

an impairment in the value of our goodwill;

risks associated with implementing our business strategies;

risks associated with requests for information from government authorities; and
risks associated with our pending civil litigation.

See Risk Factors for a further discussion of these risks and uncertainties.
5
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THE COMPANY

Unless the context otherwise requires, the terms Fairfax , Company , we , us and our referto Fairfax Finan
Holdings Limited and its subsidiaries; the term OdysseyRe refers to our public reinsurance business, Odyssey Re
Holdings Corp. and its subsidiaries; the term Crum & Forster refers to our wholly-owned U.S. property and casualty
insurance business, Crum & Forster Holdings Corp. and its subsidiaries; the term Northbridge refers to our public
Canadian property and casualty insurance business, Northbridge Financial Corporation and its subsidiaries; the
term Hamblin Watsa refers to our wholly-owned investment management subsidiary, Hamblin Watsa Investment
Counsel Ltd.; and the term Cunningham Lindsey refers to our claims adjusting subsidiary, Cunningham Lindsey
Group Inc. and its subsidiaries. All references in this prospectus to  $ , US$ or dollars refer to United States dollars
and all references to Cdn$ refer to Canadian dollars, unless otherwise indicated.

We are a financial services holding company primarily engaged in property and casualty insurance and
reinsurance. We are incorporated under the Canada Business Corporations Act. We operate through a decentralized
operating structure, with autonomous management teams applying a focused underwriting strategy to our markets. We
seek to differentiate ourselves by combining disciplined underwriting with the investment of our assets on a total
return basis, which we believe provides above-average returns over the long-term. We provide a full range of property
and casualty products, maintaining a diversified portfolio of risks across classes of business, geographic regions, and
types of insureds. We have been under current management since September 1985. Our principal executive offices are
located at 95 Wellington Street West, Suite 800, Toronto, Ontario, M5J 2N7, Canada. Our telephone number is
(416) 367-4941.

We conduct our business through the following segments, with each of our continuing operations maintaining a
strong position in its respective markets.

Our reinsurance business is conducted through OdysseyRe, a U.S.-based underwriter of a full range of property and
casualty reinsurance on a worldwide basis. We have a majority interest in OdysseyRe, whose common stock is traded
on the New York Stock Exchange under the symbol ORH.
Our U.S. insurance business provides a full range of commercial property and casualty insurance, principally through
Crum & Forster, a national property and casualty insurance group which targets specialty classes of business that
emphasize strong technical underwriting expertise. We own all of the equity of Crum & Forster.
Our Canadian insurance business is conducted principally through Northbridge, which provides commercial and
personal lines property and casualty insurance in Canada through a wide range of distribution channels. We have a
majority interest in Northbridge, whose common shares are traded on the Toronto Stock Exchange under the symbol
NB.
Our runoff business primarily includes our discontinued business that did not meet our underwriting criteria or
strategic objectives and selected business previously written by our other subsidiaries that was put under dedicated
runoff management. In addition, our runoff segment also includes third-party runoff operations that we have acquired,
which we believe will provide us with the opportunity to earn attractive returns on our invested capital.

Our invested assets are managed by our wholly-owned investment management subsidiary, Hamblin Watsa.
Hamblin Watsa has managed our invested assets since September 1985 and emphasizes a conservative investment
philosophy, seeking to invest our assets on a total return basis, which includes realized and unrealized gains over the
long-term, using a value-oriented approach.

6
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RISK FACTORS

An investment in our securities involves risk. You should carefully consider the following risk factors, as well as
the other information contained in and incorporated by reference into this prospectus, before deciding whether to
invest in our securities. Any of the following risks could materially adversely affect our business, financial condition
or results of operations. Additional risks and uncertainties not currently known to us or that we currently deem to be
immaterial may also materially and adversely affect our business, financial condition or results of operations.
Overview

We operate with a holding company structure. The holding company controls our operating insurance and
reinsurance companies, each of which must comply with applicable insurance regulations of the jurisdictions in which
it operates. Each company must maintain reserves for losses and loss adjustment expenses to cover the risks it has
underwritten. The reserves of one of our insurance or reinsurance companies are not available to be applied against the
risks underwritten by other of our companies. The financial condition and results of operations of each of the
insurance and reinsurance companies we control are included in our consolidated financial statements and, generally,
losses incurred by any of our companies directly impact our consolidated results. Although a severe loss incurred by
one company should not have any adverse effect on any of our other companies, such loss, even though not material
to us when our financial condition is viewed as a whole, could have an adverse effect on us because it could affect
adversely how our other companies are treated by others, including rating agencies and insurance regulators.

If our actual claims exceed our claim reserves, our financial condition and results of operations could be
adversely affected.

We maintain reserves to cover our estimated ultimate unpaid liability for losses and loss adjustment expenses
with respect to reported and unreported claims incurred as of the end of each accounting period. Our success is
dependent upon our ability to accurately assess the risks associated with the businesses that we reinsure or insure. If
we fail to accurately assess the risks we assume, we may fail to establish appropriate premium rates and our reserves
may be inadequate to cover our losses, which could have a material adverse effect on our financial condition and
reduce our net income.

At December 31, 2006, we had net unpaid loss and loss adjustment expense reserves of approximately
$10.7 billion.

Reserves do not represent an exact calculation of liability, but instead represent estimates involving actuarial
and statistical projections at a given point in time of our expectations of the ultimate settlement and administration
costs of claims incurred. Establishing an appropriate level of claim reserves is an inherently uncertain process. We
utilize both proprietary and commercially available actuarial models, as well as historical insurance industry loss
development patterns, to assist in the establishment of appropriate claim reserves.

In contrast to casualty losses, which frequently can be determined only through lengthy and unpredictable
litigation, non-casualty property losses tend to be reported promptly and usually are settled within a shorter period of
time. Nevertheless, for both casualty and property losses, actual claims and claim expenses ultimately paid may
deviate, perhaps substantially, from the reserve estimates reflected in our financial statements. Variables in the reserve
estimation process can be affected by both internal and external events, such as changes in claims handling
procedures, economic inflation, legal trends and legislative changes. Many of these items are not directly quantifiable,
particularly on a prospective basis.

If our claim reserves are determined to be inadequate, we will be required to increase claim reserves with a
corresponding reduction in our net income in the period in which the deficiency is rectified. It is possible that claims
in respect of events that have occurred could exceed our claim reserves and have a material adverse effect on our
results of operations in a particular period and/or our financial condition. For the year ended December 31, 2006, we
increased our loss and loss adjustment expense reserves relating to prior periods by $285.1

7
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million, primarily relating to the U.S. casualty business written by the Americas division of OdysseyRe in 2001 and
prior, development on hurricane losses at Northbridge and runoff.

Even though most insurance contracts have policy limits, the nature of property and casualty insurance and
reinsurance is such that losses can exceed policy limits for a variety of reasons and could very significantly exceed the
premiums received on the underlying policies. When this occurs, our financial results are adversely affected.

Our business could be harmed because of our potential exposure for asbestos, environmental and other latent
claims.

We have established loss reserves for asbestos and environmental and other latent claims. There is a high degree
of uncertainty with respect to future exposure from such claims because of: significant issues surrounding the
liabilities of the insurers, including us; risks inherent in major litigation, including more aggressive environmental and
asbestos-related litigation against insurers, including us; and diverging legal interpretations and judgments in different
jurisdictions. These uncertainties include, among other things:

the extent of coverage under insurance policies;

whether or not particular claims are subject to an aggregate limit;
whether multiple policies issued to the same insured will be triggered by a particular claim;
the number of occurrences involved in particular claims; and

new theories of insured and insurer liability.

Insurers generally, including us, experienced an increase in the number of asbestos-related claims from 2001
through 2003 likely due to, among other things, the introduction by several states of tort reform statutes that impact
asbestos litigation and resulted in plaintiffs rushing to file claims before the effective date of new legislation. The
increase in such claims also led to an increase in the number of entities seeking bankruptcy protection as a result of
asbestos-related liabilities.

Increasingly, policyholders have been asserting that their claims for asbestos-related insurance are not subject to
aggregate limits on coverage and that each individual bodily injury claim should be treated as a separate occurrence
under the policy. We expect this trend to continue. Although it is difficult to predict whether these policyholders will
be successful on either of these issues, to the extent either issue is resolved in their favor, our coverage obligations
under the policies at issue would be materially increased and bounded only by the applicable per occurrence limits and
the number of asbestos bodily injury claims made by the policyholders. Accordingly, it is difficult to predict the
ultimate size of the claims for coverage not subject to aggregate limits.

In addition, proceedings have recently been launched directly against insurers, including us, challenging
insurers conduct in respect of asbestos claims, including in some cases with respect to previous settlements. Some
plaintiffs have also advanced claims against us as defendants in asbestos personal injury cases that are close to trial.
We anticipate the filing of other direct actions against insurers, including us, in the future. Particularly in light of
jurisdictional issues, it is difficult to predict the outcome of these proceedings, including whether the plaintiffs will be
able to sustain these actions against insurers based on novel legal theories of liability.

Similarly, as a result of various regulatory efforts aimed at environmental remediation, companies in the
insurance industry, including us, continue to be involved in litigation involving policy coverage and liability issues
with respect to environmental claims. In addition to regulatory pressures, the results of court decisions affecting the
industry s coverage positions continue to be inconsistent and have expanded coverage beyond its original intent.
Accordingly, the ultimate responsibility and liability for environmental remediation costs remains uncertain.

8
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In addition to asbestos and environmental pollution, we face exposure to other types of mass tort claims,
including claims related to exposure to potentially harmful products or substances, such as lead paint and silica.
Establishing claim and claim adjustment expense reserves for mass tort claims is subject to uncertainties because of
many factors, including expanded theories of liability and disputes concerning medical causation with respect to
certain diseases.

Given the factors described above, it is not presently possible to quantify with a high degree of certainty the
ultimate exposure or range of exposure represented by asbestos, environmental and other latent claims and related
litigation. We have established reserves that represent our best estimate of ultimate claims and claim adjustment
expenses based upon known facts and current law. Our gross asbestos reserves were $1.4 billion at December 31,
2006 and our gross reserves for environmental and other latent claims were $564.1 million. Our asbestos reserves, net
of reinsurance but excluding vendor indemnities, were $756.2 million at December 31, 2006 and our reserves for
environmental and other latent claims, net of reinsurance but excluding vendor indemnities, were $236.2 million.
However, these claims and related litigation, particularly if current trends continue, could result in liability exceeding
these reserves by an amount that could be material to our operating results and financial condition in future periods.
If our insurance and reinsurance subsidiaries are unable to maintain favorable financial strength ratings, it
may be more difficult for them to maintain or write new business.

Third-party rating agencies assess and rate the claims-paying ability of reinsurers and insurers based upon the
criteria of such rating agencies. Periodically the rating agencies evaluate our insurance companies to confirm that they
continue to meet the criteria of the ratings previously assigned to them. The claims-paying ability ratings assigned by
rating agencies to reinsurance or insurance companies represent independent opinions of financial strength and ability
to meet policyholder obligations, and are not directed toward the protection of investors. Ratings by rating agencies
are not ratings of securities or recommendations to buy, hold or sell any security and are not applicable to the
securities offered by this prospectus.

A.M. Best has assigned an A rating (the third highest of fifteen ratings) to OdysseyRe, and an A- rating (the
fourth highest of fifteen ratings) to each of Crum & Forster and Northbridge. Financial strength ratings are used by
insurers and reinsurance and insurance intermediaries as an important means of assessing the financial strength and
quality of insurers and reinsurers. A downgrade in these ratings could lead to a significant reduction in the number of
insurance policies our insurance subsidiaries write.

The ratings by these agencies of our insurance subsidiaries may be based on a variety of factors, some of which
are outside of our control, including, but not limited to, the financial condition of us and our subsidiaries and affiliates,
the financial condition or actions of parties from which our insurance subsidiaries have obtained reinsurance, and
factors relating to the sectors in which such persons conduct business, and the statutory surplus of our insurance
subsidiaries, which is adversely affected by underwriting losses and dividends paid by them. A downgrade of any of
the debt or other ratings of Fairfax, or of any of Fairfax s subsidiaries or affiliates, or a deterioration in the financial
markets view of any of these entities, could have a negative impact on the ratings of our insurance subsidiaries.
Management has identified material weaknesses in our internal control over financial reporting. If we fail to
maintain effective internal control over financial reporting, we may not be able to accurately report our
financial results.

During 2006 we restated our consolidated financial statements as at and for the years ended December 31, 2001
through 2005 and all related disclosures including interim periods therein. In connection with the restatement, our
management identified four material weaknesses in our internal control over financial reporting relating to financial
reporting organizational structure and personnel, head office consolidation controls, investment accounting in
accordance with U.S. GAAP and accounting for income taxes. A material weakness is a control deficiency, or
combination of control deficiencies, that results in more than a remote likelihood that a material misstatement of the
annual or interim financial statements will not be prevented or detected. As of December 31, 2006, the two material
weaknesses relating to investment accounting in accordance with US GAAP and accounting for income taxes had
been remediated, however material weaknesses existed relating to a sufficient complement of
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personnel and lines of communication within the organization and certain head office consolidation controls. See

Management s Report on Internal Control over Financial Reporting and Remediation of Material Weaknesses in
Internal Control Over Financial Reporting in our management s discussion and analysis for the fiscal year ended
December 31, 2006 incorporated herein by reference.

If actions to remediate these material weaknesses are not successfully implemented, if other material
weaknesses are identified in the future, or if we otherwise fail to maintain effective internal control over financial
reporting, we may not be able to accurately report our financial results, which could have a material adverse effect on
our business and prospects.

If we are unable to realize our investment objectives, our business, financial condition or results of operations
may be adversely affected.

Investment returns are an important part of our overall profitability and our operating results depend in part on
the performance of our investment portfolio. Accordingly, fluctuations in the fixed income or equity markets could
impair our profitability, financial condition or cash flows. We derive our investment income from interest and
dividends, together with realized gains on the sale of investment assets. The portion derived from realized gains
generally fluctuates from year to year. For the years ended December 31, 2006, 2005 and 2004, net realized gains
accounted for approximately 51.4%, 45.3% and 44.4%, respectively, of our total investment income (including
realized gains and losses). Realized gains are typically a less predictable source of investment income than interest
and dividends, particularly in the short term.

The return on our portfolio and the risks associated with our investments are also affected by our asset mix,
which can change materially depending on market conditions. Investments in cash or short term investments generally
produce a lower return than other investments. At December 31, 2006, 32%, or $5.4 billion, of our invested assets
were held in cash and short term investments pending our identifying suitable opportunities for reinvestment in line
with our long-term value-oriented investment philosophy.

The volatility of our claims submissions may force us to liquidate securities, which may cause us to incur
capital losses. If we structure our investments improperly relative to our liabilities, we may be forced to liquidate
investments prior to maturity at a significant loss to cover such liabilities. Realized and unrealized investment losses
resulting from an other than temporary decline in value could significantly decrease our assets, thereby affecting our
ability to conduct business.

The ability to achieve our investment objectives is affected by general economic conditions that are beyond our
control. General economic conditions can adversely affect the markets for interest-rate-sensitive securities, including
the extent and timing of investor participation in such markets, the level and volatility of interest rates and,
consequently, the value of fixed income securities. Interest rates are highly sensitive to many factors, including
governmental monetary policies, domestic and international economic and political conditions and other factors
beyond our control. General economic conditions, stock market conditions and many other factors can also adversely
affect the equities markets and, consequently, the value of the equity securities we own. In addition, defaults by third
parties who fail to pay or perform on their obligations could reduce our investment income and realized investment
gains or result in investment losses. We may not be able to realize our investment objectives, which could reduce our
net income significantly and adversely affect our business, financial condition or results of operations.

We cannot assure you that our reinsurers and certain insureds will pay us on a timely basis or at all.

Reinsurance is an arrangement in which an insurance company, called the ceding company, transfers insurance
risk to another insurer, called the reinsurer, which accepts the risk in return for a premium payment. Although
reinsurance makes the assuming reinsurer liable to us to the extent of the risk ceded, we are not relieved of our
primary liability to our insureds. As of December 31, 2006, we had a total of $5.5 billion recoverable from reinsurers.
We cannot assure you that our reinsurers will pay our reinsurance claims on a timely basis or at all. As well, we bear
credit risk with respect to our reinsurers (including retrocessionaires), both with respect to receivables reflected on our
balance sheet as well as to contingent liabilities with respect to reinsurance
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protection on future claims. If reinsurers are unwilling or unable to pay us amounts due under reinsurance contracts,
we will incur unexpected losses and our cash flow will be adversely affected.

We write certain insurance policies, such as large deductible policies (policies where the insured retains a
specific amount of any potential loss), in which the insured must reimburse us for certain losses. Accordingly, we bear
credit risk on these policies and cannot assure you that our insureds will pay us on a timely basis or at all. In the
ordinary course of business we are sometimes unable to collect all amounts billed to insureds, generally due to
disputes on audit of retrospectively rated policies and, in some cases, due to insureds having filed for bankruptcy
protection. In addition, if an insured files for bankruptcy, we may be unable to recover on assets such insured may
have pledged to us as collateral. We reserve for uncollectible amounts in the period the collection issues become
known. The inability to collect amounts due to us reduces our net income and cash flow, and the ability of our
insurance and reinsurance subsidiaries to pay dividends or make other distributions to us.

Unpredictable catastrophic events could reduce our net income.

Our insurance and reinsurance operations expose us to claims arising out of catastrophes. We have experienced,
and will in the future experience, catastrophe losses which may materially reduce our profitability or harm our
financial condition. Catastrophes can be caused by various events, including natural events such as hurricanes,
windstorms, earthquakes, hailstorms, severe winter weather and fires, and unnatural events such as terrorist attacks
and riots. The incidence and severity of catastrophes are inherently unpredictable.

The extent of losses from a catastrophe is a function of both the total amount of insured exposure in the area
affected by the event and the severity of the event. Most catastrophes are restricted to small geographic areas;
however, hurricanes, windstorms and earthquakes may produce significant damage in large, heavily populated areas,
and most of our past natural catastrophe-related claims have resulted from severe storms. Catastrophes can cause
losses in a variety of property and casualty lines. 