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Industries: Financial, Insurance

ORI is navigating a mixed environment, with General Insurance growth offsetting weakness in Title Insurance,
pending the strategic divestment of its mortgage insurance business.

Forward Valuations Bullish Bearish

Implied Option Valuation $34.00 - $39.00 $24.00 - $29.00

Sum of the Parts $33.00 - $38.00 $23.00 - $28.00

Relative Multiples $32.00 - $37.00 $22.00 - $27.00

Discounted Cash Flow $30.00 - $35.00 $20.00 - $25.00

SUMMARY DATA (ANNUAL)

52-Week High $39.27

52-Week Low $27.20

Shares 282.73

EPS 2.12

Dividend 0.98

Revenue 7,258.30

Cost of Revenue 2,596.50

Gross Profit 4,661.80

EBIT 817.80

OUTLOOK

Old Republic International Corporation’s
outlook for the next two quarters is cautiously
optimistic. Continued growth in General
Insurance is expected, driven by premium
rate increases and new business
development. The Title Insurance segment is
anticipated to remain under pressure due to
housing market conditions, though the
severity of the impact will depend on interest
rate movements and broader economic
developments. The completion of the RFIG
Run-off sale should positively impact results.
The company's conservative investment
approach should support stable investment
income. Overall, ORI is well-positioned to
weather near-term challenges and capitalize
on potential long-term growth opportunities.
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1. Business Description
Old Republic International Corporation is a holding company operating in the insurance underwriting and related
services sector. Its operations are divided into three segments: General Insurance, Title Insurance, and RFIG
Run-off, a mortgage insurance business currently pending sale to Arch Capital Group Ltd. The company prioritizes
favorable underwriting results over short-term gains, focusing on disciplined risk selection, diversification, and
risk-sharing arrangements. Investment income is a significant contributor to earnings, with a portfolio emphasizing
value, credit quality, and long-term holdings. Management assesses performance over 10-year cycles to account for
economic and underwriting fluctuations.

General Insurance, the largest segment, focuses on commercial lines for businesses and public entities, avoiding
personal lines like homeowner's insurance. Its primary coverages include aviation, commercial auto (the largest
line), commercial multi-peril, commercial property, financial indemnity (including D&O, E&O, fidelity, and surety),
and home and auto warranty insurance. Distribution is mainly through independent agents and brokers. Growth in
2023 was driven by rate increases and new business, particularly in commercial auto, property, and liability.

Title Insurance provides policies to real estate buyers and investors, insuring against title defects. The segment also
offers escrow, closing, and other real estate services. Revenue is linked to real estate market activity, with 2023's
decline attributed to lower mortgage originations due to higher interest rates. Commercial premiums form 22% of
2023 earnings. The segment's loss ratios are consistently low.

RFIG Run-off includes mortgage guaranty and consumer credit indemnity operations, both in run-off. Mortgage
guaranty protects lenders from losses on residential mortgage loans. The segment's future impact on consolidated
results was expected to be immaterial even before the planned sale. The sale is expected to close in the first half of
2024.

Corporate and Other includes a small life and accident business and internal corporate services. Its results can vary
due to its small scale. The segment's investment income benefited from higher yields in 2023 and 2022, with the
latter year's results influenced by a 2021 debt issuance. Corporate operating expenses in 2023 included higher
personnel costs and a one-time charge related to a benefit plan change.



December 22, 2024. Version: 0.6

Old Republic International Corporation (ORI)

2. Financial Analysis
Old Republic International Corporation's financial performance in 2023 was marked by a decline in net income and
premiums earned, but an increase in net investment income. The company's focus on long-term underwriting
profitability, as opposed to short-term results influenced by investment gains or losses, is evident in its analysis. Title
insurance revenues continued a multi-year decline due to the real estate market slowdown and rising interest rates,
impacting overall consolidated performance. General Insurance performed better operationally, demonstrating
some growth, which partially mitigated the Title Insurance decline.

The General Insurance segment experienced growth in earned premiums, driven by rate increases and new
business. Loss ratios remained relatively stable. The Title Insurance segment saw a substantial decline in premiums
earned, directly impacting segment profitability despite a stable loss ratio and even favorable reserve development.
RFIG run-off, while continuing to shrink as expected, generated positive income predominantly due to favorable
reserve development. The pending sale of this segment will change the company's profile going forward.

Consolidated net investment income increased considerably due to higher yields, demonstrating the company's
conservative investment strategy. The company's emphasis on high-quality, fixed-income securities and large-cap
equities provided a stable stream of investment income during a period of rising interest rates. Shareholders' equity
per share also grew. The company actively managed its capital, returning value to shareholders through both
dividends and share repurchases, completing a share repurchase program. The upcoming sale of the mortgage
insurance business should further alter the company's balance sheet structure and cash flow dynamics in the near
term. Overall, 2023 showed the effects of a challenging environment for the title insurance business due to real
estate market conditions, while General Insurance benefited from rate actions and underwriting discipline.
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BALANCE SHEET, LAST 10 YEARS

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Total Assets 26,501.40 25,159.40 24,981.80 22,815.20 21,076.30 19,327.10 19,403.50 18,591.60 17,101.60 16,988.10

Total Debt 1,591.20 1,597 1,588.50 966.40 974 981.40 1,448.70 1,528.70 952.80 965

Shares 282.73 301.68 301.95 298.41 299.89 294.25 262.11 259.43 259.50 258.55

EPS 2.12 2.28 5.08 1.87 3.52 1.26 2.14 1.80 1.63 1.58

Dividend 0.98 1.92 3.38 0.84 1.80 1.78 0.76 0.75 0.74 0.73

Revenue 7,258.30 8,083.70 9,341.60 7,166 7,460.50 6,258.80 6,263.10 5,900.50 5,766.10 5,530.70

Cost of Revenue 2,596.50 2,440.20 2,420.90 2,491.40 2,572.60 2,460.70 2,478.70 2,347.90 2,459.20 2,514.40

Gross Profit 4,661.80 5,643.50 6,920.70 4,674.60 4,887.90 3,798.10 3,784.40 3,552.60 3,306.90 3,016.30

EBIT 817.80 924 1,978.20 732 1,362.30 480.20 788.30 736.10 673.60 635

(* millions, except EPS and dividend)
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BALANCE SHEET, LAST 10 QUARTERS

2024 Q3 2024 Q2 2024 Q1 2023 Q4 2023 Q3 2023 Q2 2023 Q1 2022 Q4 2022 Q3 2022 Q2

Total Assets 28,843.80 27,525.20 27,064.30 26,501.40 26,400.50 25,850.30 25,397.90 25,159.40 24,947 25,295.40

Total Debt 1,988.40 1,987.90 1,987.60 1,591.20 1,590.90 1,590.50 1,590.20 1,597 1,596.60 1,594.50

Shares 251.64 260.80 271.73 274.59 277.01 285.43 291.95 295.32 303.65 303.79

EPS 1.35 0.35 1.17 0.69 0.19 0.55 0.68 1.71 -0.31 -0.13

Dividend 0.27 0.27 0.27 0.24 0.24 0.24 0.24 0.23 1.23 0.23

Revenue 2,341.70 1,871.70 2,015.90 1,941.10 1,760.10 1,798.30 1,758.70 2,345.60 1,721 1,810.30

Cost of Revenue 815.90 741.50 697.40 711.40 663.30 617.70 603.80 565 628.50 638.60

Gross Profit 1,525.80 1,130.20 1,318.50 1,229.70 1,096.80 1,180.60 1,154.90 1,780.60 1,092.50 1,171.70

EBIT 448.20 135.40 415 253.80 80.30 217.50 266 665.80 -103.20 -37.90

(* millions, except EPS and dividend)
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3. Stock Technical Analysis

Over the past 52 weeks, the stock price of Old Republic International Corporation (ORI) has shown volatility
influenced by both broader market trends and company-specific factors. The period coincided with a shifting
economic landscape, including interest rate increases and a declining housing market. These factors, particularly
the decline in housing market activity, appear to have weighed on ORI’s stock price given the company’s substantial
title insurance business.

A detailed technical analysis would necessitate a chart of ORI's stock price over the past year, showing important
technical indicators such as moving averages, support and resistance levels, and trading volume. Based on the
description of fundamental factors, one might expect periods of decline correlated with negative news or data
releases related to the housing or mortgage markets, and potentially periods of recovery correlated with positive
news about the General Insurance business or favorable reserve development.

Without specific stock price data, however, it's impossible to provide precise support and resistance levels or
identify particular chart patterns that could suggest future price direction. A full 52-week analysis would consider
price volatility during the period, as well as the stock’s relative strength compared to the broader market or a peer
group of insurance companies.

In addition, a complete analysis would consider major events over the past year that may have influenced investor
sentiment towards the company and stock, such as earnings announcements, acquisitions or divestitures,
regulatory changes, or broader economic developments. The pending sale of the mortgage insurance business, for
example, may have had an impact on the stock price.

Overall, ORI's stock price evolution appears to have been a mix of general market volatility and investor reactions to
both positive and negative news related to the specific drivers of each segment and the pending sale of the
mortgage insurance business. More granular data would be required, however, to conduct a full technical analysis.
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4. Current Media Coverage & Stories
Recent headlines concerning Old Republic International Corporation (ORI) are not available in the provided
information. Therefore, an analysis of media sentiment and its potential impact on the company and stock price
cannot be performed.

No headlines available.
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5. Financial vs. Stock vs. Media Coverage Situations
Given the absence of media headlines in the provided data, it's not possible to directly contrast media narratives
with the company's financial performance and stock price movement. Therefore, this analysis will focus on
comparing ORI's stock price behavior (as described previously) to the company's financials.

As discussed previously, ORI’s financial performance in 2023 was mixed. The decline in title insurance revenue
exerted downward pressure on profitability, partially offset by gains in the general insurance business. This mixed
performance likely contributed to volatility in ORI’s stock price over the past year. Declines in the stock price could
be related to the decrease in title insurance revenue, reflecting investor concerns about the impact of the softening
real estate market on the company’s earnings.

Conversely, any periods of recovery in the stock price could be attributed to better-than-expected performance by
the general insurance segment, favorable reserve development, or positive news regarding the pending sale of the
mortgage insurance business. The completion of the share repurchase program may have been viewed positively
by investors as well.

Without specific stock price data and dates, however, correlating price movements with financial results or news
releases is speculative. A more granular analysis would necessitate mapping specific stock price fluctuations
against the timing of key events such as quarterly earnings releases and news about the mortgage insurance
business sale.

Overall, there appears to be a general alignment between ORI’s financial performance and stock price behavior,
with the stock likely reacting to the declining title insurance business and the company's ongoing efforts to grow
general insurance and manage capital. More detailed analysis requires more granular information.
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6. Industry Analysis
The insurance industry, encompassing Old Republic International Corporation (ORI) and its competitors, is
characterized by intense competition and constant evolution. The industry is highly sensitive to economic cycles,
interest rate fluctuations, and regulatory changes. Within the property and casualty insurance sector, companies
compete based on pricing, product offerings, claims handling efficiency, risk management expertise, and distribution
channels.

ORI’s focus on commercial lines and its specialized niche within that market differentiates it from some larger, more
diversified competitors. ORI's primary competitors in its commercial specialty lines include companies like W. R.
Berkley Corporation, CNA Financial, and The Travelers Companies, each with varying degrees of specialization and
market share.

The title insurance industry, heavily influenced by real estate market activity, faces headwinds during periods of
rising interest rates and slowing housing markets. ORI competes with national players like Fidelity National
Financial and First American Financial in this sector. These companies are also exposed to the same market forces,
and have likely seen similar revenue declines in recent periods.

Regulation plays a crucial role in the insurance industry, affecting pricing, capital requirements, and product
offerings. Regulatory changes, varying by state, can create challenges or opportunities for insurers. Companies that
can effectively navigate the regulatory landscape and adapt to new rules are likely to have a competitive advantage.

Overall, the insurance industry is a complex and competitive environment. Companies like ORI face ongoing
challenges to maintain profitability and market share. Those with established brands, diversified product offerings,
and effective risk management strategies are better positioned to weather economic and market downturns, and
capitalize on growth opportunities.
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7. Drivers & Challenges
Old Republic International Corporation faces several key drivers and challenges that will shape its future
performance. The continued decline in the housing market and rising interest rates pose significant headwinds for
the Title Insurance segment, requiring the company to adapt to softening demand and explore opportunities to gain
market share or diversify its revenue streams within the segment.

The pending sale of the mortgage insurance business, while presenting a near-term challenge in managing the
transition, also presents an opportunity to streamline operations and allocate capital to higher-growth segments.
The successful integration of new acquisitions within the General Insurance segment is another important driver.
The ability to effectively underwrite and manage risk in these new ventures will determine their contribution to future
profitability.

Technological innovation and digital transformation are also critical drivers in the insurance industry. ORI's ability to
invest in and implement new technologies, particularly within title insurance and real estate services, will enhance
its efficiency and competitiveness.

Competition within the insurance industry remains fierce, necessitating ongoing efforts by ORI to maintain pricing
discipline, control expenses, and enhance its brand and customer service. Attracting and retaining experienced
underwriters and claims professionals will be crucial to managing risk and achieving profitable growth in the long
term.

Changes in the regulatory environment represent another potential driver. ORI's ability to anticipate, adapt to, and
effectively comply with evolving state and federal regulations is vital to maintaining its license to operate and
achieving its business objectives. In the longer term, macroeconomic conditions, including inflation, interest rates,
and overall economic growth, will continue to affect ORI’s business. A significant downturn in the U.S. economy
would likely have a negative impact on revenue growth across all segments.
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8. Bull Case
A bullish case for Old Republic International Corporation (ORI) hinges on the company's ability to capitalize on
several key opportunities. Continued growth in General Insurance, driven by successful investment in new
underwriting subsidiaries, disciplined pricing, and strong risk management, could offset weakness in the Title
Insurance segment and drive overall profitability higher.

The successful completion of the mortgage insurance business sale would eliminate a capital-intensive, low-growth
segment and free up resources for investment in higher-return opportunities. This could lead to enhanced return on
equity and attract investors seeking higher growth.

A rebound in the housing market, driven by lower interest rates or increased affordability, would reignite growth in
the Title Insurance segment, unlocking significant upside potential given the segment's historically high margins.
ORI's strategic positioning as a major player in the title insurance industry would allow it to capitalize on such a
market recovery.

ORI’s focus on commercial lines insurance provides some insulation from consumer-driven market volatility, offering
a steadier stream of premium revenue. Continued growth within the commercial sector, particularly within the
transportation, construction, and manufacturing industries, would drive further gains in General Insurance.

ORI's conservative investment strategy and focus on high-quality fixed-income securities positions it to benefit from
a rising interest rate environment. Increased yields on its investment portfolio would contribute to higher net
investment income, boosting overall profitability. Finally, ORI's long history of dividend payments and recent special
dividends demonstrate its commitment to returning value to shareholders. Continued dividend growth, potentially
supplemented by further share repurchases, would further enhance shareholder returns and attract income-seeking
investors.
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9. Bear Case
A bearish scenario for Old Republic International Corporation (ORI) would be driven by several potential negative
developments. A prolonged slump in the real estate market, potentially exacerbated by further interest rate
increases, could significantly impair the Title Insurance segment, putting downward pressure on overall earnings
and potentially leading to losses.

Delays or unexpected costs associated with the sale of the mortgage insurance business, or a less-than-favorable
sale price, could negatively affect near-term financial results and limit ORI's ability to reinvest in growth.

Increased competition within the property and casualty insurance sector, potentially from new entrants or
aggressive pricing by existing competitors, could erode ORI’s margins and market share, limiting its growth
prospects. An economic downturn, resulting in lower business activity and higher unemployment, could lead to
increased claims and losses, adversely affecting profitability and potentially requiring ORI to increase its loss
reserves.

Unexpected catastrophic losses, whether from natural disasters, terrorist acts, or other unforeseen events, could
expose ORI to substantial non-reinsured losses. ORI's commercial lines focus, while providing stability, could also
limit its ability to offset losses in one sector with gains in another.

Finally, a decline in interest rates, while potentially stimulating the housing market, would decrease the yields
earned on ORI’s investment portfolio. Lower investment income would constrain profitability, especially if combined
with lower premium revenue growth. Increased regulatory scrutiny or unfavorable regulatory changes, varying by
state, could limit ORI’s ability to adjust pricing, impose higher capital requirements, or constrain its business
practices, further hindering its growth and profitability.
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10. Forward Valuation
Based on the available financial, stock, and media information (limited due to no headlines or stock prices), a
forward valuation for Old Republic International Corporation's (ORI) stock involves multiple approaches, each with
bullish and bearish estimates. It's important to note that these valuations are inherently uncertain and subject to
changing market conditions and company performance. Discounted Cash Flow (DCF) Model: This model estimates
the intrinsic value of ORI by discounting its projected future free cash flows to their present value. Bullish Estimate:
Assuming a recovery in the housing market and continued growth in General Insurance, a bullish DCF could range
from $30.00 to $35.00. Bearish Estimate: If the housing market slump persists and competition pressures margins,
a bearish DCF could be between $20.00 and $25.00.

Relative Valuation (Multiples-Based): This method compares ORI to its peers based on key financial ratios. Bullish
Estimate: Assuming ORI can improve its profitability and growth relative to its peers, a bullish valuation using
multiples such as price-to-earnings or price-to-book could range from $32.00 to $37.00. Bearish Estimate: If ORI’s
performance lags its peers, a bearish multiple-based valuation could be in the $22.00 to $27.00 range.

Sum-of-the-Parts (SOTP) Model: SOTP values ORI by separately valuing each of its business segments and
adding them together. Bullish Estimate: A bullish SOTP valuation, factoring in the potential of each segment, could
range from $33.00 to $38.00. Bearish Estimate: If some segments underperform expectations, a bearish SOTP
valuation might range from $23.00 to $28.00.

Implied Option Valuation: This model incorporates the market’s expectations of future price movements and
volatility, reflected in option prices, to derive an implied fair value for the stock. Bullish Estimate: If options markets
are optimistic, implied option pricing could produce a bullish estimate between $34.00 and $39.00. Bearish
Estimate: A pessimistic options market would suggest a bearish valuation in the $24.00 to $29.00 range.

The actual valuation process for each method would necessitate more detailed financial projections, market data,
and assumptions about future growth, discount rates, and risk. Moreover, changes in any of these inputs will change
the values generated.
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11. Executive Summary
Old Republic International Corporation's performance in 2023 reflects a challenging environment for the Title
Insurance segment due to the housing market slowdown, offset by steady growth in General Insurance. The
company’s long-term strategy prioritizes underwriting profitability and balance sheet strength.

The impending sale of the mortgage insurance business presents both a short-term challenge and a long-term
opportunity. Managing the transition effectively will be crucial, while the anticipated capital inflow could be deployed
for growth initiatives or shareholder returns.

ORI’s continued investment in new underwriting subsidiaries within General Insurance, combined with disciplined
pricing and strong renewal retention, contributed to growth in premiums earned. However, sustaining this
momentum in a competitive market requires ongoing investment in talent and technology.

Title Insurance faced significant headwinds, resulting in a steep decline in premiums earned and operating income.
The segment's performance is intrinsically tied to the housing market, making it vulnerable to macroeconomic
factors beyond ORI's control. A rebound in housing market activity would significantly improve the segment’s
outlook.

ORI’s conservative investment strategy, focused on stable income and capital preservation, generated increased
net investment income in 2023, bolstering overall profitability. The company maintains a diversified portfolio,
mitigating some market risks, and performs regular stress tests.

Overall, ORI faces both opportunities and threats. The ability of General Insurance to continue its growth trajectory,
the successful execution of the mortgage insurance sale, and any potential recovery in the housing market will be
key drivers of future performance. Maintaining strong risk management, adapting to technological change, and
navigating the competitive landscape will be essential to achieving long-term success.


