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PROSPECTUS SUPPLEMENT
(to prospectus dated November 3, 2017)
5,674,200 Common Shares

This prospectus supplement relates to the common shares of Arch Capital Group Ltd. being sold by the selling
shareholders identified in this prospectus supplement (collectively, the “Selling Shareholders”). The Selling
Shareholders are selling 5,674,200 shares, par value $0.0033 per share (our “Common Shares”). Arch Capital Group
Ltd. will not receive any of the proceeds from the sale of shares to be offered by the Selling Shareholders.

Our Common Shares are traded on The NASDAQ Stock Market LLC (“NASDAQ”) under the symbol “ACGL.” On
March 8, 2018, the last reported sale price of our Common Shares on NASDAQ was $88.72 per share.

.. Proceeds,
Underwriting before
Price to Discounts and (
Public Commissions exXp e.:nses, 0
1) Selling
Shareholders
Per share $88.55 $0.20 $88.35

Total  $502,450,410 $ 1,134,840 $501,315,570

1) See “Underwriting—Commissions and Discounts” in this prospectus supplement for additional discussion regarding
underwriting discounts and commissions.

Investing in our Common Shares involves risks. You should review carefully the risks and uncertainties described
under the heading “Risk Factors” beginning on page S-6 of this prospectus supplement, as well as those contained in the
accompanying prospectus and the documents incorporated by reference herein and therein.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus supplement or the accompanying prospectus are truthful or complete.
Any representation to the contrary is a criminal offense.
The underwriters expect to deliver the Common Shares on or about March 13, 2018. See “Underwriting.”
Joint
Book-Running
Managers

Deutsche
BarclayBank
Securities

The date of this prospectus supplement is March 8, 2018.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of the
offering, risk factors and material tax considerations of the Common Shares that are being sold in this offering and
also adds to and updates information contained in the accompanying prospectus and the documents incorporated by
reference herein. The second part is the accompanying prospectus, which gives more general information, some of
which may not apply to this offering. It is important for you to read and consider all information contained in this
prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein in making
your investment decision. To fully understand this offering, you should also read all of these documents, including our
Annual Report on Form 10-K for the year ended December 31, 2017 (“2017 Form 10-K”) and the other documents
referred to under the caption “Where You Can Find Additional Information” in this prospectus supplement. To the
extent there is a conflict between the information contained in this prospectus supplement, on the one hand, and the
information contained in the accompanying prospectus, on the other hand, the information in this prospectus
supplement shall control.

You should rely only on the information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus. We have not, and neither the underwriters nor the Selling Shareholders have, authorized
any other person to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We are not, and neither the underwriters nor the Selling Shareholders are,
making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted. You should assume
that the information appearing in this prospectus supplement, the accompanying prospectus and the documents
incorporated by reference herein and in the accompanying prospectus is accurate only as of their respective dates. Our
business, financial condition, results of operations and prospects may have changed since those dates.

In this prospectus supplement and in the accompanying prospectus, except as otherwise noted or the context requires
otherwise: (a) “Arch Capital” and “ACGL” refer to Arch Capital Group Ltd., (b) “we,” “us,” “our” and “the Company” refer tc
Arch Capital and its subsidiaries, (c) “Arch Re Bermuda” refers to our wholly owned Bermuda reinsurance subsidiary,
Arch Reinsurance Ltd., (d) “Arch Re U.S.” refers to our wholly owned U.S. reinsurance subsidiary, Arch Reinsurance
Company, (e) “Arch Insurance Europe” refers, collectively, to the U.K. insurance operations of Arch Insurance
Company (Europe) Limited (“Arch Insurance Company Europe”) and the managing agent and syndicate at Lloyd’s of
London, (f) “Arch MI Europe” refers to Arch Mortgage Insurance Designated Activity Company, (g) “Arch Insurance
Canada” refers to our wholly owned Canadian insurance subsidiary, Arch Insurance Canada Ltd., (h) “Arch MI U.S.”
refers to our wholly owned U.S. mortgage insurance subsidiaries, Arch Mortgage Insurance Company and United
Guaranty Residential Insurance Company, (i) “Arch Group” refers to our insurance subsidiaries, (j) “AlG” refers to
American International Group, Inc. and (k) “the Selling Shareholders” refers, collectively, to American Home Assurance
Company, Lexington Insurance Company and National Union Fire Insurance Company of Pittsburgh, Pa., wholly
owned subsidiaries of AIG.

Consent under the Exchange Control Act 1972 (and its related regulations) has been obtained from the Bermuda
Monetary Authority (“BMA?”) for the issue and transfer of our shares, which includes the Common Shares, to and
between non-residents and residents of Bermuda for exchange control purposes provided our shares remain listed on
an appointed stock exchange, which includes the NASDAQ Global Select Market. In granting such consent, the BMA
does not accept any responsibility for our financial soundness or the correctness of any of the statements made or
opinions expressed in this prospectus supplement.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary is not complete and does not contain all the information you should consider. You should read this
entire prospectus supplement and the accompanying prospectus carefully, including without limitation, the documents
incorporated by reference in this prospectus supplement or the accompanying prospectus, the sections entitled “Risk
Factors” in this prospectus supplement and in the accompanying prospectus and the section entitled “Cautionary Note
Regarding Forward-Looking Statements.”

Arch Capital Group Ltd.

Arch Capital Group Ltd. is a Bermuda public company limited by shares, with approximately $11.30 billion in capital
at December 31, 2017 and, through operations in Bermuda, the United States, Europe and Canada, writes insurance,
reinsurance and mortgage insurance on a worldwide basis through its wholly owned subsidiaries. While we are
positioned to provide a full range of property, casualty and mortgage insurance and reinsurance lines, we focus on
writing specialty lines of insurance and reinsurance. For 2017, we wrote $4.96 billion of net premiums and reported
net income available to Arch common shareholders of $566.5 million. Book value per common share was $60.91 at
December 31, 2017, compared to $55.19 per share at December 31, 2016.

The worldwide insurance and reinsurance industry is highly competitive and has traditionally been subject to an
underwriting cycle in which a hard market (high premium rates, restrictive underwriting standards, as well as terms
and conditions, and underwriting gains) is eventually followed by a soft market (low premium rates, relaxed
underwriting standards, as well as broader terms and conditions, and underwriting losses). Insurance market
conditions may affect, among other things, the demand for our products, our ability to increase premium rates, the
terms and conditions of the insurance policies we write, changes in the products offered by us or changes in our
business strategy.

The financial results of the insurance and reinsurance industry are influenced by factors such as the frequency and/or
severity of claims and losses, including natural disasters or other catastrophic events, variations in interest rates and
financial markets, changes in the legal, regulatory and judicial environments, inflationary pressures and general
economic conditions. These factors influence, among other things, the demand for insurance or reinsurance, the
supply of which is generally related to the total capital of competitors in the market.

The broad property casualty insurance market environment continues to be competitive in our business, consistent
with our view in prior quarters, reflecting slight deterioration in rates across certain sectors. This has led to flat or
lower writings in certain property casualty lines in 2017. With the continued low interest rate environment, additional
price increases are needed in many lines in order for us to achieve our return requirements. Recent catastrophic loss
activity, including Hurricanes Harvey, Irma and Maria and the California wildfires, may result in improvements in
rates and provide opportunities for growth. Our underwriting teams continue to execute a disciplined strategy by
emphasizing small and medium-sized accounts over large accounts and by utilizing reinsurance purchases to reduce
volatility on large account, high capacity business.

Our mortgage segment continues to experience favorable market conditions. The mortgage segment includes our U.S.
primary mortgage insurance operations, international mortgage insurance and reinsurance operations as well as
government sponsored enterprise (“GSE”) credit-risk sharing transactions. On December 31, 2016, we completed the
acquisition of United Guaranty Corporation, a North Carolina corporation (“UGC”) from American International Group,
Inc. (“AIG”). The acquisition of UGC expanded our U.S. primary mortgage insurance operations by combining UGC’s
position as the market leader in the U.S. private mortgage insurance industry with Arch’s financial strength and history
of innovation. On July 1, 2017, we completed our previously announced acquisition of AIG United Guaranty
Insurance (Asia) Limited from AIG (renamed “Arch MI Asia Limited”).

Our objective is to achieve an average operating return on average equity of 15% or greater over the insurance cycle,
as opposed to any one calendar year, which we believe to be an attractive return to our common shareholders given
the risks we assume. We continue to look for opportunities to find acceptable books of business to underwrite without
sacrificing underwriting discipline and continue to write a portion of our overall book in catastrophe-exposed
business, which has the potential to increase the volatility of our operating results.

We monitor our capital adequacy on a regular basis and will seek to adjust our capital base (up or down) according to
the needs of our business. The future capital requirements of our business will depend on many factors, including our

5



Edgar Filing: ARCH CAPITAL GROUP LTD. - Form 424B4

ability to

S-2




Edgar Filing: ARCH CAPITAL GROUP LTD. - Form 424B4

Table of Contents

write new business successfully and to establish premium rates and reserves at levels sufficient to cover losses. In
particular, we require (1) sufficient capital to maintain our financial strength ratings, as issued by several ratings
agencies, at a level considered necessary by management to enable our key operating subsidiaries to compete; (2)
sufficient capital to enable our underwriting subsidiaries to meet the capital adequacy tests performed by statutory
agencies in the U.S. and other key markets; and (3) our non-U.S. operating companies are required to post letters of
credit and other forms of collateral that are necessary for them to operate as they are “non-admitted” under U.S. state
insurance regulations. Our ability to underwrite is largely dependent upon the quality of our claims paying and
financial strength ratings as evaluated by independent rating agencies.

As part of our capital management program, we may seek to raise additional capital or may seek to return capital to
our shareholders through share repurchases, cash dividends or other methods (or a combination of such methods). Any
such determination will be at the discretion of our board of directors and will be dependent upon our profits, financial
requirements and other factors, including legal restrictions, rating agency requirements and such other factors as our
board of directors deems relevant.

Principal Executive Office

Our registered office is located at Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda (telephone number:
(441) 295-1422), and our principal executive offices are located at Waterloo House, Ground Floor, 100 Pitts Bay
Road, Pembroke HM 08, Bermuda (telephone number: (441) 278-9250). We maintain a website at
http://www.archcapgroup.com. The information contained on our website is not incorporated herein by reference and
does not form a part of this prospectus supplement or the accompanying prospectus.
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THE OFFERING BY SELLING SHAREHOLDERS

The following is a brief summary of certain terms of this offering of common shares of Arch Capital, par value
$0.0033 per share (“Common Shares”). For a more complete description of the terms of the Common Shares, see
“Description of Arch Capital Common Shares” in this prospectus.

American Home Assurance Company, Lexington Insurance Company and National Union

Selling Shareholders Fire Insurance Company of Pittsburgh, Pa. See “Selling Shareholders.”

. . 5,674,200 Common Shares. The Common Shares offered hereby are being issued upon
Offering by Selling . . . . .
Shareholders conversion of 567,420 of Series D Convertible Preferred Shares that were issued to AIG in

connection with the Company’s acquisition of UGC.

136,690,359 Common Shares as of March 5, 2018, giving effect to the offering of the
Common Shares by the Selling Shareholders contemplated hereby, as if such offering had
occurred on such date. Common Shares exclude the impact of (i) 6,484,162 outstanding
employee stock options with a weighted average exercise price of $51.93; and (ii) 304,588
restricted stock units.

Proceeds from the sale of Common Shares covered by this prospectus supplement will be
received by the Selling Shareholders. We will not receive any proceeds from the sale of the
Common Shares covered by this prospectus supplement. See “Use of Proceeds” in this
prospectus supplement.

You should consider carefully all of the information set forth, referred to or incorporated in
this prospectus supplement and, in particular, should evaluate the specific factors set forth in
the section entitled “Risk Factors” for an explanation of certain risks related to purchasing the
Common Shares.

NASDAQ Symbol ACGL

Common Shares
outstanding after
completion of this
offering

Use of proceeds

Risk Factors

S-4
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Summary Historical Condensed Financial Information

The table below shows our summary consolidated historical condensed financial information at the dates and for the
periods indicated. Our summary historical financial information as of and for the years ended December 31, 2017,
2016 and 2015 has been derived from our audited consolidated financial statements, which have been audited by
PricewaterhouseCoopers LLP, an independent registered public auditing firm, and are incorporated by reference
herein. See “Where You Can Find Additional Information” in this prospectus supplement.

(U.S. dollars in thousands, except share data)
Balance Sheet Data:

Total investments

Premiums receivable

Reinsurance recoverable on unpaid and paid losses and LAE
Goodwill and intangible assets

Total assets

Reserves for losses and LAE

Unearned premiums

Senior notes

Revolving credit agreement borrowings

Total liabilities

Common shareholders’ equity available to Arch
Preferred shareholders’ equity available to Arch
Total shareholders’ equity available to Arch

Common shares and common share equivalents outstanding, net of
treasury shares (1)

(U.S. dollars in thousands, except share data)
Statement of Income Data:

Net premiums written

Total revenues

Losses and loss adjustment expenses
Underwriting related expenses

Interest expense

Total expenses

Income before income taxes

Net income

Preferred dividends

Net income available to common shareholders

Weighted average common shares and common share equivalents
outstanding—diluted (1)
Diluted net income per share

ey

were issued to AIG in connection with our acquisition of UGC.

December 31,

2017 2016

2015

$21,840,012 $19,719,651 $15,842,941

1,135,249 1,072,435 983,443
2,540,143 2,114,138 1,867,373
652,611 781,553 97,531
32,051,658 29,372,109 23,138,931
11,383,792 10,200,960 9,125,250
3,622,314 3,406,870 2,333,932
1,732,884 1,732,258 791,306
816,132 756,650 530,434
21,805,723 20,060,984 16,028,376
8,324,047 7,481,163 5,841,542
872,555 772,555 325,000
9,196,602 8,253,718 6,166,542
136,652,139 135,550,337 122,627,783
Year Ended December 31,

2017 2016 2015
$4,961,373 $4,031,391 $3,817,531
5,627,375 4,463,556 3,936,590
2,967,446 2,185,599 2,050,903
1,459,909 1,291,715 1,266,066
117,431 66,252 45,874
4,870,098 3,608,004 3,369,396
757,277 855,552 567,194
629,709 824,178 526,582
(46,041 ) (28,070 ) (21,938 )
566,502 664,668 515,800

139,261,675 124,717,493 126,038,743

$4.07

$5.33

$4.09

Reflects common share equivalents related to the full conversion of all Series D Convertible Preferred Shares that
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RISK FACTORS

An investment in our Common Shares involves risks. Before making an investment decision, you should carefully
consider the risks described in this prospectus supplement below and under “Cautionary Note Regarding
Forward-Looking Statements,” and the risks described in our 2017 Form 10-K, together with all of the other
information appearing in this prospectus supplement, the accompanying prospectus or the documents incorporated by
reference in this prospectus supplement, in light of your particular investment objectives and financial circumstances.
In addition to such risk factors, there may be additional risks and uncertainties of which management is not aware or
focused on or that management deems immaterial. Our business, financial condition or results of operations could be
materially adversely affected by any of these risks. The trading price of our securities could decline due to any of
these risks, and you may lose all or part of your investment.

Risks Relating to Our Industry

We operate in a highly competitive environment, and we may not be able to compete successfully in our industry.
The insurance and reinsurance industry is highly competitive. We compete on an international and regional basis with
major U.S. and non-U.S. insurers and reinsurers, many of which have greater financial, marketing and management
resources than we do. We also compete with new companies that continue to be formed to enter the insurance and
reinsurance markets, as well as with other capital market participants that create alternative products intended to
compete with reinsurance products. Certain new companies entering the insurance and reinsurance markets are
pursuing more aggressive investment strategies than do we and other traditional reinsurers, which may result in
downward pressure on premium rates. In our U.S. mortgage business, we compete with other private mortgage
insurers, with the Federal Housing Administration, and, increasingly, with well capitalized multiline reinsurers and
capital markets alternatives to private mortgage insurance. Competition within the private mortgage insurance
industry could result in the loss of customers, lower premiums, riskier credit guidelines and other changes that could
lower our revenues or increase our expenses.

In addition, there has been significant consolidation in the insurance and reinsurance sector in recent years and we
may experience increased competition as a result of that consolidation, with consolidated entities having enhanced
market power. These consolidated entities may use their enhanced market power and broader capital base to negotiate
price reductions for products and services that compete with ours, and we may experience rate declines and possibly
write less business. Any failure by us to effectively compete could adversely affect our financial condition and results
of operations.

The insurance and reinsurance industry is highly cyclical, and we expect to continue to experience periods
characterized by excess underwriting capacity and unfavorable premium rates.

Historically, insurers and reinsurers have experienced significant fluctuations in operating results due to competition,
frequency of occurrence or severity of catastrophic events, levels of capacity, general economic conditions, changes in
equity, debt and other investment markets, changes in legislation, case law and prevailing concepts of liability and
other factors. In particular, demand for reinsurance is influenced significantly by the underwriting results of primary
insurers and prevailing general economic conditions. The supply of insurance and reinsurance is related to prevailing
prices and levels of surplus capacity that, in turn, may fluctuate in response to changes in rates of return being realized
in the insurance and reinsurance industry on both underwriting and investment sides. As a result, the insurance and
reinsurance business historically has been a cyclical industry characterized by periods of intense price competition due
to excessive underwriting capacity as well as periods when shortages of capacity permitted favorable premium levels
and changes in terms and conditions. The supply of insurance and reinsurance has increased over the past several
years and may increase further, either as a result of capital provided by new entrants or by the commitment of
additional capital by existing insurers or reinsurers. Continued increases in the supply of insurance and reinsurance
may have consequences for us, including fewer contracts written, lower premium rates, increased expenses for
customer acquisition and retention, and less favorable policy terms and conditions.

Claims for catastrophic events could cause large losses and substantial volatility in our results of operations and could
have a material adverse effect on our financial position and results of operations.

We have large aggregate exposures to natural and man-made catastrophic events. Catastrophes can be caused by
various events, including hurricanes, floods, tsunamis, windstorms, earthquakes, hailstorms, tornadoes, explosions,
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severe winter weather, fires, droughts and other natural disasters. Catastrophes can also cause losses in non-property
business such as workers’ compensation or general liability. In addition to the nature of the property business, we

believe that economic and
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geographic trends affecting insured property, including inflation, property value appreciation and geographic
concentration tend to generally increase the size of losses from catastrophic events over time. Actual losses from
future catastrophic events may vary materially from estimates due to the inherent uncertainties in making such
determinations resulting from several factors, including the potential inaccuracies and inadequacies in the data
provided by clients, brokers and ceding companies, the modeling techniques and the application of such techniques,
the contingent nature of business interruption exposures, the effects of any resultant demand surge on claims activity
and attendant coverage issues.

In addition, over the past several years, changing weather patterns and climatic conditions, such as global warming,
have added to the unpredictability and frequency of natural disasters in certain parts of the world and created
additional uncertainty as to future trends and exposures. Although the loss experience of catastrophe insurers and
reinsurers has historically been characterized as low frequency, there is a growing consensus today that climate
change increases the frequency and severity of extreme weather events and, in recent years, the frequency of major
catastrophes appears to have increased. Claims for catastrophic events, or an unusual frequency of smaller losses in a
particular period, could expose us to large losses, cause substantial volatility in our results of operations and could
have a material adverse effect on our ability to write new business.

We could face unanticipated losses from war, terrorism and political instability, and these or other unanticipated
losses could have a material adverse effect on our financial condition and results of operations.

We have substantial exposure to unexpected, large losses resulting from future man-made catastrophic events, such as
acts of war, acts of terrorism and political instability. These risks are inherently unpredictable. It is difficult to predict
the timing of such events with statistical certainty or estimate the amount of loss any given occurrence will generate.
In certain instances, we specifically insure and reinsure risks resulting from acts of terrorism. Even in cases where we
attempt to exclude losses from terrorism and certain other similar risks from some coverages written by us, we may
not be successful in doing so. Moreover, irrespective of the clarity and inclusiveness of policy language, there can be
no assurance that a court or arbitration panel will not limit enforceability of policy language or otherwise issue a
ruling adverse to us. Accordingly, while we believe our reinsurance programs, together with the coverage provided
under the Terrorism Risk Insurance Act of 2002, as amended under the Terrorism Risk Insurance Extension Act of
2005 and the Terrorism Risk Insurance Program Reauthorization Act of 2007, and amended and extended again by the
Terrorism Risk Insurance Program Reauthorization Act of 2015 (“TRIPRA”), are sufficient to reasonably limit our net
losses relating to potential future terrorist attacks, we can offer no assurance that our available capital will be adequate
to cover losses when they materialize. To the extent that an act of terrorism is certified by the Secretary of the
Treasury and aggregate industry insured losses resulting from the act of terrorism exceeds the prescribed program
trigger, our U.S. insurance operations may be covered under TRIPRA for up to 82% for 2018, 81% for 2019 and 80%
for 2020, in each case subject to a mandatory deductible of 20% of our prior year’s direct earned premium for covered
property and liability coverages. The program trigger for calendar year 2018 is $160 million and will increase by

$20 million per year until it becomes $200 million in 2020. If an act (or acts) of terrorism result in covered losses
exceeding the $100 billion annual limit, insurers with losses exceeding their deductibles will not be responsible for
additional losses. It is not possible to completely eliminate our exposure to unforecasted or unpredictable events, and
to the extent that losses from such risks occur, our financial condition and results of operations could be materially
adversely affected.

Political, regulatory, legislative and industry initiatives could adversely affect our business.

Governmental authorities in the U.S. and worldwide have become increasingly interested in potential risks posed by
the insurance industry as a whole, and to commercial and financial systems in general and there may be increased
regulatory intervention in our industry in the future. For example, in the U.S., the federal government (including
federal consumer protection authorities) has increased its scrutiny of the insurance regulatory framework in recent
years, and various state legislators are considering or have enacted laws that will alter and likely increase state
regulation of insurance and reinsurance companies and holding companies. The U.S. mortgage insurance industry has
also been subject to increased federal and state regulatory scrutiny (including by state insurance regulatory
authorities), which could generate new regulations, regulatory actions or investigations.

13
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In the European Union (“EU”), the Solvency II Directive 2009/138/EC (“Solvency II"’), which took effect in full on
January 1, 2016, imposed economic risk-based solvency requirements across all EU Member States covering
quantitative capital requirements, qualitative regulatory reviews and market discipline. Solvency Il imposes
significant requirements for our EU-based regulated companies which require substantial documentation and
implementation effort.
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The BMA has also implemented and imposed additional requirements on the commercial insurance companies it
regulates, driven, in large part, by Solvency II. The European Commission has adopted a decision concluding that
Bermuda meets the full equivalence criteria under Solvency II. The grant of full equivalence came into force on
March 24, 2016 and applies from January 1, 2016.

While we cannot predict the exact nature, timing or scope of any possible governmental initiatives, such proposals
could adversely affect our business by, among other things: providing reinsurance capacity in markets and to
consumers that we target; requiring our further participation in industry pools and guaranty associations; expanding
the scope of coverage under existing policies (e.g., following large disasters); further regulating the terms of insurance
or reinsurance contracts; or disproportionately benefiting the companies of one country over those of another.

In addition, increased scrutiny by insurance regulators of investments in or acquisitions of insurers or insurance
holding companies by private equity firms or hedge funds may result in imposition of additional regulatory
requirements and restrictions. We have in the past partnered with private equity firms in making investments and may
do so in the future. This increased scrutiny may make it difficult to complete investments with private equity or hedge
funds should we seek to do so.

Underwriting risks and reserving for losses are based on probabilities and related modeling, which are subject to
inherent uncertainties.

Our success is dependent upon our ability to assess accurately the risks associated with the businesses that we insure
and reinsure. We establish reserves for losses and loss adjustment expenses which represent estimates involving
actuarial and statistical projections, at a given point in time, of our expectations of the ultimate settlement and
administration costs of losses incurred. We utilize actuarial models as well as available historical insurance industry
loss ratio experience and loss development patterns to assist in the establishment of loss reserves. Most or all of these
factors are not directly quantifiable, particularly on a prospective basis, and the effects of these and unforeseen factors
could negatively impact our ability to accurately assess the risks of the policies that we write. Changes in the
assumptions used by these models or by management could lead to an increase in our estimate of ultimate losses in the
future. In addition, there may be significant reporting lags between the occurrence of the insured event and the time it
is actually reported to the insurer and additional lags between the time of reporting and final settlement of claims.
Unfavorable development in any of these factors could cause the level of reserves to be inadequate. In addition, the
estimation of loss reserves is also more difficult during times of adverse economic and market conditions due to
unexpected changes in behavior of claimants and policyholders, including an increase in fraudulent reporting of
exposures and/or losses, reduced maintenance of insured properties or increased frequency of small claims. Changes
in the level of inflation also result in an increased level of uncertainty in our estimation of loss reserves. As a result,
actual losses and loss adjustment expenses paid will deviate, perhaps substantially, from the reserve estimates
reflected in our financial statements.

If our loss reserves are determined to be inadequate, we will be required to increase loss reserves at the time of such
determination with a corresponding reduction in our net income in the period in which the deficiency becomes known.
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, or our financial condition in general. As a
compounding factor, although 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 significantly
exceed the premiums received on the underlying policies, thereby further adversely affecting our financial condition.
In accordance with mortgage insurance industry practice, we establish loss reserves only for loans in our existing
delinquency inventory. Because our mortgage insurance reserving process does not take account of the impact of
future losses from loans that are not delinquent, mortgage insurance loss reserves are not intended to be an estimate of
total future losses. Our expectation of total future losses under our mortgage insurance policies in force at any period
end is not reflected in our financial statements. In addition to establishing loss reserves for delinquent loans, under
GAAP, we are required to establish a premium deficiency reserve for our mortgage insurance products if the amount
of expected future losses for a particular product and maintenance costs for such product exceeds expected future
premiums, existing reserves and the anticipated investment income. We evaluate whether a premium deficiency exists
quarterly. There can be no assurance that premium deficiency reserves will not be required in future periods. If this
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were to occur, our results of operations and financial condition could be adversely affected.

As of December 31, 2017, our consolidated reserves for unpaid losses and loss adjustment expenses, net of unpaid
losses and loss adjustment expenses recoverable, were approximately $8.92 billion. Such reserves were established in
accordance
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with applicable insurance laws and U.S. generally accepted accounting principles (“GAAP”). Loss reserves are
inherently subject to uncertainty. In establishing the reserves for losses and loss adjustment expenses, we have made
various assumptions relating to the pricing of our reinsurance contracts and insurance policies and have also
considered available historical industry experience and current industry conditions. Any estimates and assumptions
made as part of the reserving process could prove to be inaccurate due to several factors, including the fact that
relatively limited historical information has been reported to us through December 31, 2017.

The failure of any of the loss limitation methods we employ could have a material adverse effect on our financial
condition or results of operations.

We seek to limit our loss exposure by writing a number of our reinsurance contracts on an excess of loss basis,
adhering to maximum limitations on reinsurance written in defined geographical zones, limiting program size for each
client and prudent underwriting of each program written. In the case of proportional treaties, we may seek per
occurrence limitations or loss ratio caps to limit the impact of losses from any one or series of events. In our insurance
operations, we seek to limit our exposure through the purchase of reinsurance. For our U.S. mortgage insurance
business, in addition to utilizing reinsurance, we have developed a proprietary risk model that simulates the maximum
loss resulting from a severe economic events impacting the housing market. We cannot be certain that any of these
loss limitation methods will be effective. We also seek to limit our loss exposure by geographic diversification.
Geographic zone limitations involve significant underwriting judgments, including the determination of the area of the
zones and the inclusion of a particular policy within a particular zone’s limits. Various provisions of our policies,
negotiated to limit our risk, such as limitations or exclusions from coverage or choice of forum, may not be
enforceable in the manner we intend, as it is possible that a court or regulatory authority could nullify or void an
exclusion or limitation, or legislation could be enacted modifying or barring the use of these exclusions and
limitations. Disputes relating to coverage and choice of legal forum may also arise. Underwriting is inherently a
matter of judgment, involving important assumptions about matters that are inherently unpredictable and beyond our
control, and for which historical experience and probability analysis may not provide sufficient guidance. No
assurances can be made that these loss limitation methods will be effective and mitigate our loss exposure. One or
more catastrophic events or severe economic events could result in claims that substantially exceed our expectations,
or the protections set forth in our policies could be voided, which, in either case, could have a material adverse effect
on our financial condition or our results of operations, possibly to the extent of eliminating our shareholders’ equity.
See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Catastrophic Events and
Severe Economic Events” in our 2017 Form 10-K. Depending on business opportunities and the mix of business that
may comprise our insurance, reinsurance and mortgage insurance portfolio, we may seek to adjust our self-imposed
limitations on probable maximum pre-tax loss for catastrophe exposed business and mortgage default exposed
business.

Adverse developments in the financial markets could have a material adverse effect on our results of operations,
financial position and our businesses, and may also limit our access to capital; our policyholders, reinsurers and
retrocessionaires may also be affected by such developments, which could adversely affect their ability to meet their
obligations to us.

Adverse developments in the financial markets, such as disruptions, uncertainty or volatility in the capital and credit
markets, may result in realized and unrealized capital losses that could have a material adverse effect on our results of
operations, financial position and our businesses, and may also limit our access to capital required to operate our
business. Depending on market conditions, we could incur additional realized and unrealized losses on our investment
portfolio in future periods, which could have a material adverse effect on our results of operations, financial condition
and business. Economic conditions could also have a material impact on the frequency and severity of claims and
therefore could negatively impact our underwriting returns. In addition, our policyholders, reinsurers and
retrocessionaires may be affected by developments in the financial markets, which could adversely affect their ability
to meet their obligations to us. The volatility in the financial markets could continue to significantly affect our
investment returns, reported results and shareholders’ equity.

The United Kingdom’s referendum vote in favor of leaving the EU could adversely affect us.
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At a referendum in June 2016, a majority of voting U.K. citizens voted in favor of the U.K. leaving the EU (“Brexit”).
The U.K. government invoked Article 50 of the Treaty on European Union (“Article 50”") to withdraw from the EU on
March 29, 2019. There is a significant degree of uncertainty regarding how negotiations relating to the U.K.’s
withdrawal and its future relationship with the EU will be conducted, as well as the potential consequences of and
precise time-frame for such withdrawal and negotiations of its future relationship with the EU and any transitional
measures that may apply. It is expected that the U.K.’s withdrawal from the EU will take place within two years of the
U.K. government invoking Article 50. During

S-9

18



Edgar Filing: ARCH CAPITAL GROUP LTD. - Form 424B4

Table of Contents

this period and beyond, the impact of the U.K.’s withdrawal on the U.K. and European economies and the broader
global economy could be significant, resulting in negative consequences, such as increased volatility and illiquidity,
and potentially lower economic growth in various markets in the U.K., Europe and globally and could continue to
contribute to instability in global financial and foreign exchange markets. Brexit could also have the effect of
disrupting the free movement of goods, services and people between the U.K. and the EU. We anticipate that Brexit
may disrupt our U.K. domiciled entities, including our Lloyd’s syndicate, and their ability to “passport” within the EU.
Similarly, Brexit may disrupt the ability of our EU domiciled entities to access the U.K. markets. The full effects of
Brexit are uncertain and will depend on any agreements the U.K. may make to retain access to EU markets.

The negative impact of these events on economic conditions and global markets could have an adverse effect on our
business, financial condition and liquidity. For example, this crisis may cause the value of the European currencies,
including the Euro and the British Pound Sterling, to further depreciate against the U.S. Dollar, which in turn could
materially adversely impact assets denominated in such currencies held in our investment portfolio or results of our
European book of business. In addition, the applicable legal framework and the terms of our Euro-denominated
insurance policies and reinsurance agreements generally do not address withdrawal by a member state from the
Eurozone or a break-up of the EU, which could create uncertainty in our payment obligations and rights under those
policies and agreements in the event that such a withdrawal or break-up does occur.

Additionally, a contagion effect of a possible default of one or more EU Member States and/or their withdrawal from
the Eurozone, or the failure of financial institutions, on the global economy, including other EU Member States and
our counterparties located in those countries, or a break-up of the EU could have a material adverse effect on our
business, financial condition, results of operations and liquidity. As a result of Brexit, other European countries may
seek to conduct referenda with respect to their continuing membership with the EU. Given these possibilities and
others we may not anticipate, as well as the lack of comparable precedent, the full extent to which our business, results
of operations and financial condition could be adversely affected by Brexit is uncertain.

The risk associated with underwriting treaty reinsurance business could adversely affect us.

Like other reinsurers, our reinsurance group does not separately evaluate each of the individual risks assumed under
reinsurance treaties. Therefore, we are largely dependent on the original underwriting decisions made by ceding
companies. We are subject to the risk that the ceding companies may not have adequately evaluated the risks to be
reinsured and that the premiums ceded may not adequately compensate us for the risks we assume.

The availability of reinsurance, retrocessional coverage and capital market transactions to limit our exposure to risks
may be limited, and counterparty credit and other risks associated with our reinsurance arrangements may result in
losses which could adversely affect our financial condition and results of operations.

For the purposes of managing risk, we use reinsurance, retrocessional coverage and capital markets transactions. In
the normal course of business, our insurance subsidiaries cede a portion of their premiums through pro rata, excess of
loss and facultative reinsurance agreements. Our reinsurance subsidiaries purchase a limited amount of retrocessional
coverage as part of their aggregate risk management program. In addition, our reinsurance subsidiaries participate in
“common account” retrocessional arrangements for certain pro rata treaties. Such arrangements reduce the effect of
individual or aggregate losses to all companies participating on such treaties, including the reinsurers, such as our
reinsurance subsidiaries, and the ceding company. Economic conditions could also have a material impact on our
ability to manage our risk aggregations through reinsurance or capital markets transactions. The availability and cost
of reinsurance and retrocessional protection is subject to market conditions, which are beyond our control. As a result
of such market conditions and other factors, we may not be able to successfully mitigate risk through reinsurance and
retrocessional arrangements.

Further, we are subject to credit risk with respect to our reinsurance and retrocessions because the ceding of risk to
reinsurers and retrocessionaires does not relieve us of our liability to the clients or companies we insure or reinsure.
We monitor the financial condition of our reinsurers and attempt to place coverages only with carriers we view as
substantial and financially sound. Although we have not experienced any material credit losses to date, an inability of
our reinsurers or retrocessionaires to meet their obligations to us could have a material adverse effect on our financial
condition and results of operations. Our losses for a given event or occurrence may increase if our reinsurers or
retrocessionaires dispute or fail to meet their obligations to us or the reinsurance or retrocessional protections
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purchased by us are exhausted or are otherwise unavailable for any reason. Our failure to establish adequate
re