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TWST: Please begin with a look at your firm, your current role and coverage?

Mr. Heal: Argus Research is an independent equity research firm. We provide fundamental equity research on
approximately a little over 500 different companies in all the 11 sectors of the S&P. Our clients include the major custodians,
such as Schwab or Fidelity, numerous RIAs, bank trusts, hedge funds, and some overseas banks.

I cover about 35 companies in the financial services area, including the insurance industry, along with exchanges, financial
service information companies, some regional banks, and the mortgage industry. Particularly, we cover the larger P&C
issuers, such as Travelers (NYSE:TRV), Chubb (NYSE:CB), AIG (NYSE:AIG), Progressive (NYSE:PGR, Allstate
(NYSE:ALL). Then I also cover some of the life insurance companies, such as MetLife (NYSE:MET) and Prudential
(NYSE:PRU), and Sun Life (NYSE:SLF) out of Canada.

TWST: And as related to those two subsectors and some of those companies, what are you watching most
carefully now that would impact them? Are you monitoring anything specific, like a possible interest rate
raise, inflationary trends, etc.?

Mr. Heal: Absolutely. At this particular time of year, especially in the P&C industry, we’re monitoring the weather. As we
go into the summer, it’s hurricane season. We’ve also had a number of major weather events basically across the U.S. —
whether it was last year, and the first quarter was the California wildfires. We’ve had some instances of tornadoes
throughout the Midwest. We’re monitoring that from a macro perspective.

But insurance companies are definitely affected by rates, especially through their investment portfolio. Typically, a P&C
insurer will have a much shorter duration or they buy shorter securities, versus a life insurance company that might have —
with their liabilities out longer, they typically will have a longer duration in their investment portfolio.

I’m also our firm’s interest rate strategist. So we are monitoring what the Fed is up to. We have a new chairman in Warsh,
and the expectations with him coming in was he wanted to lower rates. But with the current situation going on in the Middle
East, we’ve had some huge inflation numbers. We’ve had a big one this morning.

The effects of oil and the food inflation that we’ve seen have probably caused the Fed to pause any potential rate cuts
probably into 2027. We don’t see the Fed raising rates ahead of the elections coming up in November, so that would leave
the December meeting as the one possibility for a rate cut.

But as of right now, given the current situation and the inflation numbers and the 2% goal of the Fed — and we’re nowhere
near that; we’re actually back to being double of it, double that versus earlier figures that were in the mid-twos to high twos.

So we expect that one good thing is that if the Fed doesn’t cut rates, it keeps the investment portfolios of the P&C insurers —
which are, as I mentioned, relatively shorter duration — it causes a lot less unrealized losses in their investment portfolio.
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TWST: Comparatively speaking, what kind of year has it been in terms of weather-related disasters for the
P&C industry?

Mr. Heal: It’s been a good year. First quarter was a lot less catastrophe losses; there were less severe weather events across
the United States. And those figures were also in comparison to the first quarter of 2025, when we did have the California
wildfires, which caused a lot of losses to be had. So it was favorable from 1Q25, but also overall it was a lower number for
catastrophe losses, which helped aid results.

TWST: And so does that make these names a better buy now or is caution warranted?

Mr. Heal: Well, they’ve definitely done better. And the stock price will typically go up if they have good earnings.

But as we come into the summer season, usually we’ll see some selling of the securities in order to rid — an investor might
want to rid themselves of potential catastrophe losses from those insurance companies. So usually the earnings historically
are a little lower in the second and third quarter due to severe weather events and the potential catastrophes from a
potential hurricane.

TWST: How are the life insurers doing? What might be your concerns there? People are living longer now;
medical science has improved drastically. How has that impacted the life insurance space?

Mr. Heal: Well, for life insurers, especially I cover Met and Prudential, Met’s results have been positive over the long
haul. Obviously, during the pandemic, there were some severe losses, but they’ve since recovered.

The one concern is on group life. If we potentially have people losing their jobs with the advent of AI, they lose their life
benefits, so that could affect the earnings going forward. If the unemployment rate goes up substantially, that could be an
effect on their group benefits. And it also could be a potential that folks, if they don’t have a job, might cancel their
individual life insurance policy.

So it’s been a good couple quarters for the life insurers. In particular, Prudential has not had such a great quarter due to
their sales practices in Japan being suspended, so that will be a big hit to their earnings.

TWST: Are you seeing headcount reductions among the names you cover? And overall, how is AI impacting
these areas that you cover?

Mr. Heal: So far, we’ve not seen huge major cuts. But the larger insurers that have been adopting their own AI, such as
Travelers or Chubb, have indicated that they will have a reduction in force. Just because if AI can do the processing faster
and you need less people, there will be a definite reduction, more in data processing and claims. But underwriters shouldn’t
be affected by that; more of the back-office jobs might be eliminated.

TWST: Do you think that sooner or later investor sentiment will be related to the upcoming AI-driven
workplace?

Mr. Heal: Yes, it could be a boon to their earnings due to, not necessarily huge growth, but you’ll see it on the expense side.
Employee benefits and compensation figures should start going down with the adoption of AI.

Of interest to note, there was an AI program developed where individuals can go in and it would eventually kill the broker
industry. Arthur Gallagher (NYSE:AJG) or W.R. Berkley (NYSE:WRB) are two of the larger brokers, but they’ve already
adopted AI into their models. Still it may affect some of the smaller brokers that don’t have that AI adoption; they might be
left behind.

TWST: What do you monitor when determining your rating for a particular name, or whether it’s a buy,
whether you’re trimming or selling. What do you look at and what would you recommend investors look
at?

Mr. Heal: Well, kind of backward-looking would be their combined ratio, which is what they earn versus what they have to
pay out. A 100% combined ratio means they make zero; anything below that, they make money, and if it’s above that, they
lose money.

So looking at, one, the combined ratio and the history of that combined ratio. Some firms have a 95% combined ratio goal,
and recently they’ve been more towards 85%. During other events, if we have a major storm, that combined ratio could jump
over 100% and therefore they’re losing money.



One thing I’m looking at is what their growth rates are in insurance. It’s all state-driven, so insurance companies push
through huge increases — 8%, 9%, 10%, some are 20% — to try and make up for the losses that they incurred. Particularly in
states such as California, Florida, New York, New Jersey, where they had losses and some insurance companies have left the
state, leaving the state, especially in Florida and California, to have to almost self-insure.

Look at the financial strength of the company, their debt-to-capital ratios. I look at their historical return on equity — is it
higher than the industry average, is it lower than the industry average? So those factors definitely go in.

A big portion of an insurance company is also their investment portfolio. If we look at Travelers, for example, they throw
off basically a billion dollars a quarter from their investment portfolio, so that helps weather any storms that might come up.

TWST: How closely correlated are most of your names to overall market conditions, and movements?

Mr. Heal: They’re pretty uncorrelated, to be perfectly honest. The S&P has a beta of one; these are typically in the 0.6 to
0.8 area. So they’re not highly correlated with the overall stock market. They have a little lower beta, so they typically will
not also react in price moves given that they do have that lower beta.

Most of the insurance investors use this as a ballast or a portion of their own investment in financial services, not necessarily
looking for a huge home run, but looking for steady growth and steady income.

TWST: Which names would you recommend for somebody who wants to buy into the space? Which two or
three names would you recommend now? And the second part of my question is where might you advise
caution or trimming?

Mr. Heal: Yeah, that’s a great question. I favor the big guys such as Travelers and Chubb. I also like Hartford
(NYSE:HIG) out of Connecticut. These are large, could recover, have plenty of cash on hand.

But I would have some concern over any publicly traded firm that has huge exposure or has seen their margins decrease
because they’re chasing growth. So we’ve seen a little pricing come down — price increases have come down from their
highs.

I would stay away from those that would have exposure to certain geographic areas — and some of those are publicly traded
and some are not; they’re mutual companies so we don’t have information on that. Also those that just want to increase
growth — growth for growth’s sake, rather than it being more of a prudent underwriting process such as the larger ones like
Travelers or Chubb currently employ.

TWST: Are there any management teams or CEOs that particularly impress you, that would or could make
a difference?

Mr. Heal: Yeah, I’ve been to numerous Travelers investor days, and with Chubb, they’re both forthright in their earnings
call, they’re full disclosure. They welcome questions from different analysts. So, I hate to be repetitive, but I think that the
bigger guys, with their forthrightness, their adoption of AI, and their willingness to open up and let everybody take a look at
what’s going on, makes a difference.

The brokers themselves, as I discussed, AJG or Arthur Gallagher and W.R. Berkley, are also very forthright. They’re
not chasing growth; they’d rather make less money and not chase growth just for growth’s sake.

TWST: Do you see anything sort of under the radar, or any names or issues that are misunderstood by
most investors?

Mr. Heal: Yes, there’s a lot of smaller, kind of upstarts that are basically just web-based and resonating with more of the
younger generation. I’m a little older, and what I don’t see happening is — there was talk of you could just go on to an AI
model and buy an insurance policy.

But if you’re running a business, it’s a more complicated insurance deal, you’re not going to just go to AI. You’re going to
want to have an agent, you’re going to want to have a broker who’s going to go find you the best deal, who searches around
and has relationships with folks. I don’t know if AI’s going to have a relationship with some of the aggregators.

Lemonade (NYSE:LMND) has done a great job with the younger generation, and they’re more comfortable not seeing an
agent or having an agent. But as people’s lives change, they’re going to want to have insurance, whether it’s pet insurance or
something like that, but as their life changes, they’re going to want to have a contact, an actual human being, to discuss their



insurance needs moving forward.

TWST: What about big companies like Meta or other big ones? They obviously provide insurance for their
workers, and some of them are quite young. Do they use brokers or are they online? How does that work?

Mr. Heal: They have their own internal plans with a certain provider, but it’s very, very competitive. It’s all part of the
group benefits plan. It’s very rare to see people focus on life insurance until they get married and start a family. Then they
start thinking about life insurance or, as we get older, long-term care and all those other things. It’s not top of mind with
some of the younger generation.

TWST: Are you seeing any significant M&A now — any notable M&A that might be investable?

Mr. Heal: The only really kind of M&A is more of the brokers doing bolt-on acquisitions, meaning they’ll buy individual
practices. So let’s face it, the insurance industry is very seasoned. It’s very rare that you have someone breaking out on their
own when they’re in their 20s or early 30s to start an insurance broker. So we’ve seen a lot of the aging of those brokers that
have an established practice, and maybe they’re winding down or they want to sell, and those brokers are the ones that have
been more involved in the kind of M&A that goes on.

TWST: As you look into the second half of the year, what’s on the horizon? Any positives or silver linings?
And on the other end, what might be any upcoming negative catalysts or challenges that you see?

Mr. Heal: One specific example is that Berkshire Hathaway (NYSE:BRK.A), which owns GEICO and numerous other
insurance operations, has been adding to their position in Chubb. They initially bought about a 6% allocation and they
continue to buy Chubb over time, adding to their insurance exposure. Warren Buffett had always liked the insurance
business — you get your premium upfront and you can invest it, and hopefully you make enough money to pay off any
claims that come in.

So typically an insurance company will buy fixed income with a smattering of equities or private capital, but they’ve taken
the tack of buying equities and buying whole companies. Recently we had some purchases — Berkshire gave $10 billion to
Google to build out a data center. They gave them $10 billion out of the $85 billion they were looking for.

So I think it’s more of potential for the larger insurance companies to expand into — you’ll have to have insurance for the
data centers. So there’s growth areas for these companies, and I think the larger guys will benefit from that moving forward
as these centers get built out over time.

TWST: What do you think are the biggest mistakes that investors are making now, and especially as related
to the insurance sectors you watch?

Mr. Heal: On the insurance side, if they’re buying a smaller insurer that’s publicly traded, where their exposure is would
concern me. If we continue to see prices come down — price increases have come down from their highs — those insurance
companies that don’t have an AI build-out, I think will suffer over the long haul.

But generally I’m optimistic. I read the National Oceanic Association’s prediction for hurricanes, and it’s supposed to be a
little calmer season this summer. But overall, I think when investors buy insurance companies, they aren’t looking for a 30%
return like investing in a tech stock. So it’s more of a ballast to the portfolio, so that you have these moves in tech stocks 10%
a day, and you might see a 1% increase in the insurance industry. So that’s one concern.

The other topic is housing. I think what people have found is that, especially like moving to let’s say Florida, they want to
buy a condo or a house in Florida, and the previous insurance on it was, call it $10,000. Then they go to close on the house,
get insurance, and the next thing you know it’s $40,000, so the deal falls apart. So insurance companies have definitely
taken the tack of making sure that they’re making money in certain areas of the country.

TWST: Thank you. (VSB)

Note: Opinions and recommendations are as of 6/10/26.
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