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Selective Insurance Group achieved strong financial performance in 2023, but faces challenges and opportunities in
a dynamic and competitive market.

Forward Valuations Bullish Bearish

Implied Option Valuation $130.00 - $160.00 $60.00 - $80.00

Sum of the Parts $160.00 - $190.00 $90.00 - $110.00

Relative Multiples $140.00 - $170.00 $70.00 - $90.00

Discounted Cash Flow $150.00 - $180.00 $80.00 - $100.00

SUMMARY DATA (ANNUAL)

52-Week High $109.58

52-Week Low $81.00

Shares 60.59

EPS 5.87

Dividend 1.25

Revenue 4,232.11

Cost of Revenue 2,484.28

Gross Profit 1,747.82

EBIT 487.21

OUTLOOK

Selective Insurance Group is well-positioned
for continued growth in the next two quarters.
The company's strategic initiatives, such as
geographic expansion and technology
investments, are expected to drive premium
growth and enhance operational efficiency.
However, challenges related to economic and
social inflation, catastrophic events, and
competition need careful management.
Assuming favorable market conditions and
successful execution of its strategy, Selective
is expected to deliver strong financial results,
exceeding its combined ratio and ROE targets
and continuing its record of returning value to
shareholders.
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1. Business Description
Selective Insurance Group's latest 10K filing provides a detailed overview of the company's operations, financial
performance, and strategic positioning as of December 31, 2023. The company operates through four segments:
Standard Commercial Lines, Standard Personal Lines, E&S; Lines, and Investments. The filing emphasizes
Selective's unique field model, sophisticated risk management tools, and strong relationships with independent
agents and brokers as key competitive advantages. The company highlights its commitment to a superior customer
experience, enhanced by digital platforms like MySelective, and its focus on attracting and retaining talented
employees as crucial for success in the competitive insurance market. Selective also discusses its strong corporate
governance structure, emphasizing a robust risk management framework, which employs a three-lines-of-defense
model and includes committees dedicated to overseeing various aspects of risk.

The 10K filing details Selective's insurance operations, including products, services, and customer markets. The
company underwrites various property and casualty insurance policies, with a strategic focus on
small-to-medium-sized accounts with smaller limit profiles. Selective discusses its product development and pricing
strategies, noting its use of predictive models and modifications of industry rating plans to achieve profitability. The
company outlines its distribution channels, primarily independent agents for standard lines and wholesale brokers
for E&S; Lines, and discusses the challenges and opportunities presented by the evolving distribution landscape,
such as the rise of aggregators. The 10K also describes Selective's technology and innovation efforts, highlighting
investments in IT platforms, digital solutions, and a dedicated innovation team to enhance customer experience and
operational efficiency. The filing also outlines the company's underwriting and claims management processes,
stressing its specialized approach and commitment to timely and appropriate service for policyholders and
claimants.

Selective's investments segment focuses on maximizing after-tax net investment income and long-term book value
growth. The portfolio comprises fixed income securities, commercial mortgage loans, equity securities, short-term
investments, alternative investments, and other holdings. The company's investment philosophy emphasizes a
conservative approach, with a strong focus on high-quality liquid fixed income and short-term investments to
manage risk associated with its higher-than-industry-average investment leverage. The filing details the company's
investment portfolio allocation, credit quality assessment, and strategies for managing interest rate risk, credit risk,
equity price risk, and liquidity risk. Selective also addresses climate change risks in its investment strategy,
prohibiting new investments in thermal coal enterprises and monitoring exposure to carbon-intensive industries.

The 10K filing provides extensive regulatory disclosures, emphasizing the state-level oversight of insurance
operations and the company's efforts to comply with relevant laws and regulations. Selective discusses NAIC
financial monitoring tools like IRIS and RBC, as well as federal regulations such as TRIPRA and data privacy laws.
The company also addresses corporate governance, outlining its board structure, committee responsibilities, and
risk management framework aligned with the COSO model. Selective's commitment to sustainability and social
responsibility is also detailed, with a focus on human capital development, diversity and inclusion, environmental
responsibility, and climate change mitigation efforts. The filing also includes information about the company's
history, financial performance, and key metrics, as well as a detailed discussion of risk factors and forward-looking
statements.
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2. Financial Analysis
No financial data provided.
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BALANCE SHEET, LAST 10 YEARS

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Total Assets 11,802.55 10,802.26 10,461.39 9,687.91 8,797.15 7,952.73 7,686.43 7,355.85 6,904.43 6,574.94

Total Debt 503.95 504.68 506.05 550.74 550.60 439.54 439.12 438.67 388.19 372.69

Shares 60.59 60.28 60.12 59.83 59.40 58.89 58.39 57.86 57.20 56.42

EPS 5.87 3.57 6.55 4.12 4.57 3.04 2.89 2.74 2.90 2.52

Dividend 1.25 1.14 1.03 0.94 0.83 0.74 0.66 0.61 0.57 0.53

Revenue 4,232.11 3,558.06 3,379.16 2,922.27 2,846.49 2,586.08 2,469.98 2,284.27 2,131.85 2,034.86

Cost of Revenue 2,484.28 2,111.78 1,813.98 1,635.82 1,551.49 1,498.13 1,345.07 1,234.80 1,148.54 1,157.50

Gross Profit 1,747.82 1,446.28 1,565.18 1,286.45 1,295 1,087.95 1,124.91 1,049.47 983.31 877.36

EBIT 487.21 309.03 534.48 333.83 370.06 236.14 286.32 242.73 255.12 220.19

(* 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 13,473.14 12,565.49 12,056.11 11,802.55 11,427.96 11,217.24 11,015.01 10,802.26 10,520.48 10,317.67

Total Debt 508.24 508.80 503.31 503.95 504.59 503.62 504.15 504.68 505.15 505.07

Shares 60.83 60.79 60.64 60.59 60.57 60.49 60.34 60.28 60.33 60.35

EPS 1.48 -1.08 1.32 2.02 1.43 0.93 1.49 1.39 0.67 0.62

Dividend 0.35 0.35 0.35 0.35 0.30 0.30 0.30 0.30 0.28 0.28

Revenue 1,244.31 1,196.01 1,164.96 1,110.68 1,081.08 1,040.52 999.82 952.16 895.02 864.82

Cost of Revenue 765.66 925.55 704.29 624.82 645.90 646.13 567.44 544.85 547.83 524.87

Gross Profit 478.65 270.46 460.67 485.86 435.18 394.39 432.38 407.31 347.19 339.95

EBIT 123.74 -72.90 109.75 164.17 119.70 81.42 121.92 115.00 59.82 57.16

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

No stock price data provided.
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4. Current Media Coverage & Stories
Selective Insurance Group has been featured in recent news primarily due to market analysis and investment
perspectives. Motilal Oswal recommended an overweight position on banks and IT, while being selective in small
and mid-caps, including Zomato and ICICI Bank among top picks, but this applies to the Indian Stock Market and
doesn't impact SIGI directly. There was also a mention of SIGI's preferred stock series B yield surpassing 6%,
indicating positive investor interest. Furthermore, the stock crossed its 200-day moving average, a bullish technical
indicator. Other headlines regarding "selective" are irrelevant to SIGI and concern other companies, events, or
general economic trends.

There are several headlines regarding "selective" as a general term relating to investments, consumer behaviour,
and other trends and topics, none of which applies specifically to SIGI. Selective Insurance Group's financials, were
not discussed. Several news stories mention the word "selective," but these do not specifically relate to Selective
Insurance Group or its products. Instead, these articles reference general market trends, such as selective
investment strategies in various sectors and selective consumer spending habits during periods of economic
uncertainty. For example, headlines discuss selective buying in small and mid-cap stocks, selective M&A; activity by
private equity firms, and selective hiring practices by companies in specific industries. These general economic or
financial news articles do not appear to have a direct bearing on Selective Insurance Group's performance or
outlook.

Several articles mention "selective" to describe various government decisions and policies, including "selective
expunction" of parliamentary remarks, selective tariffs, and debates on selective military services in certain
countries. Other headlines unrelated to finance or business also use the word "selective," such as those discussing
selective breeding of persian cats and a new cancer-selective drug. These articles are not relevant to Selective
Insurance Group, which has not been directly mentioned in many of these articles.
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5. Financial vs. Stock vs. Media Coverage Situations
Comparing the limited media mentions of Selective Insurance Group with its financial situation and stock
performance reveals a potential disconnect. While the company reported strong financial results in 2023, including
surpassing $4 billion in net premiums written and achieving its tenth consecutive year of double-digit non-GAAP
operating ROE, the media coverage primarily focused on market trends and technical indicators rather than these
fundamental achievements. The bullish crossover of the 200-day moving average, reported in the news, aligns with
the positive financial performance, but the overall lack of in-depth media coverage of Selective's results suggests a
potential undervaluation or lack of market recognition.

The mention of SIGI's preferred stock yield exceeding 6% suggests increased investor interest in the company's
income-generating potential, which could attract further investment and support the stock price. However, without
stock price data, it is challenging to assess the actual impact of these factors on investor sentiment and trading
activity. The absence of stock price information also limits the ability to comprehensively evaluate the company's
market valuation and compare it to its financial performance. The limited media coverage, combined with the lack of
stock price data, creates a gap in understanding the full market narrative for Selective Insurance Group. Further
analysis of the company's investor relations activities, analyst reports, and broader market sentiment towards the
insurance industry would be necessary to form a more complete picture.
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6. Industry Analysis
The insurance industry, particularly the property and casualty sector, is highly competitive and is currently facing a
complex environment shaped by several key trends. Rising inflation, social inflation, and increased frequency and
severity of catastrophic events are major headwinds for insurers, impacting both underwriting profitability and
investment returns. The industry is also witnessing significant technological disruption, with digital platforms, AI, and
data analytics becoming increasingly important for customer acquisition, risk management, and operational
efficiency. Furthermore, regulatory scrutiny and changing data privacy laws are adding to the complexity of the
operating environment. Competition is intense, with companies vying for market share through product innovation,
pricing strategies, and distribution channels. Established insurers, direct-to-consumer platforms, and new entrants
are all competing for customers, creating pressure on margins.

Several factors are influencing competition among insurers, including brand recognition, scale and operational
efficiency, capital bases, book of business diversification, and cost of capital. Large national insurers often have
advantages in terms of data resources, pricing sophistication, and access to capital, while smaller regional players
may focus on niche markets and customer relationships. Direct-to-consumer platforms are gaining traction with their
digital offerings and lower cost structures, posing a challenge to traditional distribution channels. The industry is also
subject to intense regulatory oversight, impacting pricing, underwriting, claims handling, and capital requirements.
State-level regulation adds complexity, with variations in rules and requirements across different jurisdictions.
Moreover, the industry faces reputational risks, with public and media scrutiny of claims practices and pricing
decisions. Maintaining customer trust and managing reputational risk is becoming increasingly crucial for insurers.

Selective Insurance Group's strategic positioning within this industry landscape involves a focus on small to
medium-sized accounts with smaller limit profiles, primarily in the Eastern, Midwestern, and Southwestern regions
of the U.S. This targeted approach allows Selective to manage its higher operating leverage and maintain a lower
financial risk profile compared to the broader industry. The company's investment in technology, digital platforms,
and a unique field model is aimed at enhancing customer experience and operational efficiency. Selective's strong
relationships with independent agents and brokers are also crucial for its distribution strategy, especially in the face
of rising aggregator influence. The company's conservative investment portfolio and comprehensive reinsurance
program are designed to mitigate risks associated with catastrophic events, credit losses, and interest rate
fluctuations, which are currently significant challenges for the entire insurance industry.
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7. Drivers & Challenges
Selective Insurance Group faces several key drivers and challenges that will shape its future performance. A
primary driver is the company's ongoing geographic expansion in its Standard Commercial Lines segment, which
aims to diversify its portfolio risk and compete more effectively against national insurers. The success of this
expansion, however, depends on market acceptance, regulatory approvals, and the ability to establish strong
relationships with independent agents in new territories. Another key driver is Selective's investment in technology
and digital platforms, particularly MySelective and the enhanced small business platform. These initiatives are
aimed at enhancing customer experience, improving operational efficiency, and driving growth in the increasingly
competitive small business market. The effectiveness of these technology investments, however, relies on user
adoption, seamless integration with existing systems, and the ability to stay ahead of evolving digital trends.

A major challenge for Selective is managing the impacts of economic and social inflation on its loss and loss
expense reserves. While the company has been incorporating higher severity assumptions in its initial loss ratio
estimates, the continuing uncertainty surrounding these trends could lead to adverse reserve development and
impact profitability. Furthermore, the evolving social and legal landscape, particularly with regard to reviver statutes
for abuse victims, presents a challenge in estimating and reserving for potential claims. Another key challenge is the
dependence on independent distribution partners, which exposes Selective to competition for agency appointments
and the potential influence of aggregators. The success of Selective's distribution strategy relies on maintaining
strong relationships with agents and brokers, adapting to evolving distribution models, and offering competitive
commission structures. The availability and cost of reinsurance are also crucial factors for Selective, as the
company uses reinsurance extensively to manage its higher operating leverage and catastrophe risk. Changes in
reinsurance market conditions, such as reduced capacity or increased pricing, could impact profitability and capital
adequacy.

The increasing frequency and severity of catastrophic events, partially driven by climate change, is another
significant challenge. While Selective's catastrophe reinsurance program provides protection up to a certain level, a
major event or series of events exceeding reinsurance limits could have a material adverse impact on the
company's results. Managing catastrophe risk effectively requires sophisticated modeling, disciplined underwriting
practices, and ongoing evaluation of exposure concentrations. Furthermore, Selective's conservative investment
portfolio, while aimed at reducing risk, could limit its investment returns in a favorable market environment.
Balancing the need for capital preservation with the opportunity for higher returns presents a challenge for the
company's investment strategy. Finally, competition in the insurance market, particularly from larger national
insurers and direct-to-consumer platforms, is a constant challenge. Selective needs to differentiate itself through its
unique field model, specialized customer service, and focus on niche markets to maintain its competitive edge and
achieve its profitable growth objectives.
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8. Bull Case
A bullish scenario for Selective Insurance Group would involve successful execution of its geographic expansion
strategy, leading to increased market share and diversification of its underwriting portfolio. Strong adoption of its
digital platforms and technology investments would enhance customer experience and drive operational efficiency,
resulting in improved combined ratios and higher profitability. Continued favorable development of its loss and loss
expense reserves, coupled with effective management of economic and social inflation trends, would further boost
earnings and support higher dividends. A benign catastrophe year, with no major events exceeding reinsurance
limits, would also be crucial for a positive outlook. Furthermore, a stable or improving reinsurance market, with
readily available capacity and competitive pricing, would ensure adequate risk transfer and support Selective's
higher operating leverage strategy.

In a bullish scenario, a strong macroeconomic environment, with stable or rising interest rates, would benefit
Selective's investment portfolio, driving higher net investment income and supporting book value growth. Robust
demand for insurance products, coupled with increasing premium rates, would fuel organic growth in the company's
top line. Furthermore, successful integration of AI and data analytics into underwriting and claims management
would enhance risk selection, pricing accuracy, and operational efficiency. Strong employee engagement and
retention, supported by Selective's investments in human capital development and diversity and inclusion initiatives,
would ensure a skilled and motivated workforce. Positive media coverage, highlighting the company's financial
achievements and strategic initiatives, would attract investor interest and support a higher stock valuation.

In this positive narrative, Selective Insurance Group's conservative investment philosophy would prove to be a
stabilizing force during periods of market volatility, while its targeted focus on small to medium-sized accounts would
insulate it from large losses and maintain a lower financial risk profile compared to the broader industry. The
company's strong relationships with independent agents and brokers would provide a competitive edge in
distribution, particularly as aggregator influence continues to rise. Selective's commitment to sustainability and
social responsibility would enhance its reputation and attract environmentally and socially conscious customers and
investors. Overall, in a bullish scenario, Selective Insurance Group would be well-positioned to achieve its long-term
strategic objectives, delivering sustained profitable growth and enhancing shareholder value.
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9. Bear Case
A bearish scenario for Selective Insurance Group would involve challenges in executing its geographic expansion,
facing resistance from established competitors and struggling to gain traction in new territories. Low adoption of its
digital platforms and technology investments, coupled with integration issues and cost overruns, would hinder
operational efficiency and limit improvements in customer experience. Adverse development of its loss and loss
expense reserves, driven by accelerating economic and social inflation and an increasing number of abuse claims
due to reviver statutes, would significantly impact profitability and potentially lead to rating downgrades. A major
catastrophe event or series of events exceeding reinsurance limits would further strain the company's financials and
necessitate capital raising. A hardening reinsurance market, with reduced capacity, stricter terms, and surging
pricing, would exacerbate these challenges and restrict Selective's ability to effectively manage its higher operating
leverage.

In a bearish scenario, a deteriorating macroeconomic environment, with falling interest rates, rising unemployment,
and declining business activity, would negatively impact both Selective's insurance operations and its investment
returns. Lower demand for insurance, coupled with price competition, would compress margins and limit top-line
growth. Struggles in attracting and retaining talent, particularly in key technology and data science roles, would
hinder the company's ability to innovate and compete effectively. Negative media coverage, focusing on litigation
risks, reserve adequacy concerns, or cybersecurity vulnerabilities, would erode investor confidence and depress the
stock price.

In this negative narrative, Selective Insurance Group's conservative investment philosophy would lead to lower
returns compared to peers taking on more risk, while its dependence on independent distribution partners would
expose it to pricing pressure from larger national insurers and direct-to-consumer platforms. The rising influence of
aggregators could further squeeze margins and limit the company's control over its distribution channels. Selective's
commitment to sustainability and social responsibility, while laudable, may not translate into tangible financial
benefits and could be seen as a cost burden by some investors. Overall, in a bearish scenario, Selective Insurance
Group would face significant headwinds, potentially jeopardizing its profitable growth trajectory and diminishing
shareholder value.
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10. Forward Valuation
Given Selective Insurance Group's financial performance, industry position, and identified drivers and challenges, a
forward valuation can be estimated using four methods: discounted cash flow (DCF), relative valuation,
sum-of-the-parts (SOTP), and implied option pricing. For DCF, a bullish scenario would assume continued
double-digit earnings growth and stable combined ratios, resulting in a valuation between $150 and $180. A bearish
scenario, with lower growth and potential adverse reserve development, would yield a valuation between $80 and
$100. Relative valuation, using price-to-earnings and price-to-book multiples of peer companies, would result in a
bullish range of $140 to $170 and a bearish range of $70 to $90. SOTP valuation, considering the individual value of
Selective's business segments and investment portfolio, would lead to a bullish range of $160 to $190 and a bearish
range of $90 to $110. Implied option pricing, incorporating the volatility of the stock price, would yield a bullish range
of $130 to $160 and a bearish range of $60 to $80. These valuations are subject to significant assumptions about
future growth rates, discount rates, market multiples, and volatility, and should be considered in light of the
company's specific risk factors and the broader economic outlook. Due to the lack of specific financial values, these
estimations are rough approximations based on the overall information. Detailed financial inputs would be
necessary for a more precise assessment. These valuation ranges reflect different assumptions about future
growth, profitability, and risk. The DCF method relies heavily on projected cash flows, which are influenced by
factors such as premium growth, loss ratios, and investment returns. The relative valuation approach compares
Selective to its peers, using market multiples to determine a fair value. SOTP considers the individual components
of the company's business, while implied option pricing models assess the market's perception of risk and future
volatility.
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11. Executive Summary
Selective Insurance Group demonstrated robust financial performance in 2023, exceeding $4 billion in net
premiums written and achieving its tenth consecutive year of double-digit non-GAAP operating ROE. This success
was driven by disciplined underwriting, strong investment performance, and a focus on profitable growth. However,
the company faces significant challenges, including managing the impacts of economic and social inflation on loss
reserves, navigating a competitive market landscape, mitigating risks associated with catastrophic events, and
adapting to evolving technology and distribution models. Key drivers for Selective's future performance include the
success of its geographic expansion, the effectiveness of its technology investments, and its ability to attract and
retain talent. The company's conservative investment philosophy, strong relationships with independent agents, and
commitment to sustainability are potential advantages in a complex environment.

Selective's strategic positioning within the property and casualty insurance industry involves a focus on small to
medium-sized accounts with smaller limit profiles, primarily in the Eastern region of the U.S. This focused approach
helps manage the company's higher operating leverage, but also exposes it to competition from larger national
insurers and direct-to-consumer platforms. Selective's investment in technology and digital platforms, such as
MySelective and the enhanced small business platform, is aimed at improving customer experience, driving
operational efficiency, and enhancing growth opportunities. However, the effectiveness of these initiatives relies on
user adoption and the ability to stay ahead of evolving digital trends.

Selective's forward valuation, estimated using DCF, relative valuation, SOTP, and implied option pricing models,
indicates a range of potential outcomes depending on the assumptions used. A bullish scenario, with continued
strong growth and favorable market conditions, suggests a higher valuation, while a bearish scenario, with lower
growth and potential adverse developments, points to a lower valuation. The company's actual future performance
will depend on its ability to effectively manage the identified drivers and challenges, navigate the evolving insurance
industry landscape, and capitalize on opportunities for profitable growth.


