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Item 2.02 Results of Operations and Financial Condition

On November 6, 2007, Alleghany Corporation issued a press release on the subject of
its 2007 third quarter consolidated earnings. A copy of such release is furnished herewith as
Exhibit 99.1. The information hereunder shall not be deemed to be "filed" for the purposes of
Section 18 of the Securities Exchange Act of 1934 (the "Exchange Act") or otherwise subject to
the liabilities of that section, nor shall it be incorporated by reference into a filing under the
Securities Act of 1933 or the Exchange Act, except as shall be expressly set forth by specific
reference in such a filing.

Item 9.01 Financial Statements and Exhibits
(¢) Exhibits

99.1 2007 Third Quarter Earnings Release, dated November 6, 2007
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Exhibit 99.1

ALLEGHANY CORPORATION REPORTS 2007 THIRD QUARTER RESULTS -
STOCKHOLDERS’ EQUITY PER COMMON SHARE INCREASES 12.2%
SINCE 2006 YEAR END

NEW YORK, NY, November 6, 2007 -- Stockholders’ equity per common share of
Alleghany Corporation (NYSE-Y) at September 30, 2007 was $293.60, an increase of 12.2% from
stockholders’ equity per common share of $261.59 at December 31, 2006 (all as adjusted for the
stock dividend declared in February 2007), Weston M. Hicks, President and chief executive officer
of Alleghany, announced today. Alleghany’s net earnings in the 2007 third quarter were $72.0
million, or $7.87 per common share (presented on a diluted basis throughout), compared with net
earnings of $533.4 million, or $5.82 per common share, in the third quarter of 2006. On a
consolidated basis, cash and invested assets were approximately $4.75 billion at September 30,
2007, an increase of 15.2% from approximately $4.13 billion at December 31, 2006.

Highlights of Alleghany’s results for the three months ended September 30, 2007 and 2006
are as follows:

(in millions, except for per share and share amounts) 2007 2006 Aﬂlzr Share il()_ﬁ
Net earnings $72.0 $53.4 $7.87 $5.82
Adjustments:
Add:  Net catastrophe losses after tax 0.1 33 0.01 0.35
Deduct: Net realized capital (gains) losses 13.8 0.3 (1.50) 0.03
Net earnings, as adjusted (2) 3583 $57.0 $6.38 $6.20
Average number of outstanding shares of common stock on 9,156,785 9,181,774
a diluted basis (3)

(1)  Represents diluted earnings per share of common stock and includes the impact on net earnings resulting,
from the inclusion of dilutive securities under the “if-converted method.”

(2)  Adjusted to exclude net catastrophe losses after tax and realized capital gains.

(3)  Adjusted to reflect the dividend of common stock-declared in February 2007,

Alleghany’s net earnings in the first nine months of 2007 were $241.3 million, or $26.42 per
common share, compared with $185.8 million, or $21.78 per common share, in the first nine months
of 2006. Highlights of Alleghany’s results for the nine months ended September 30, 2007 and 2006
are as follows:



Per Share(1

(in millions, except for per share and share amounts) 2007 2006 2007 2006
Net earnings $2413  $185.8 $26.42 $21.78
Adjustments:
Add:  Net catastrophe losses after tax 21.6 6.2 2.36 0.73
Deduct. Net realized capital (gains) (50.1) (113 (5.48) (1.32)
Net earnings, as adjusted (2) $212.8 $180.7 $23.30 $21.19
Average number of outstanding shares of common stock on 9,143,612 8,547,694
a diluted basis (3)

(1) Represents diluted earnings per share of common stock and includes the impact on net earnings resulting
from the inclusion of dilutive securities under the “if-converted method.”

(2)  Adjusted to exclude net catastrophe losses after tax and realized capital gains.

(3)  Adjusted to reflect the dividend of common stock declared in February 2007,

The comparative contributions to earnings before taxes and minority interest made by
Alleghany Insurance Holdings LLC (“AIHL,” a holding company for Alleghany’s property and
casualty insurance operating units consisting of RSUI Group, Inc. (“RSUI"), Capitol Transamerica
Corporation (“CATA”), Employers Direct Corporation (“EDC”) and Darwin Professional
Underwriters, Inc. (“Darwin™), as well as AIHL’s subsidiary ATHL Re LLC (“AIHL Re™)), and
corporate activities (consisting of Alleghany Properties LL.C and corporate activities at the parent
level), were as follows (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
AIHL $126.9 $93.5 $314.6 $257.8
Corporate activities (5.8) (1.4) 57.1 4.1
Earnings before taxes and
minority interest $121.1 $86.1 $371.7 $261.9

The comparative pre-tax contributions to AIHL’s results made by its operating units
RSUI, CATA, EDC and Darwin and its ATHL Re subsidiary were as follows (in millions, except
ratios):



(in millions, except ratios)
Three months ended September 30, 2007

Gross premiums written
Net premiums written

Net premiums earned (2)

Loss and loss adjustment expenses
Underwriting expenses (3)

Underwriting profit (4}

Net investment income (2)

Net realized capital gains (2}

Other income (2)

Other expenses (3)

Earnings before taxes and minority interest

Loss ratio (5)
Expense ratio (6)
Combined ratio (7)

Three months ended September 30, 2006

Gross premiums written

Cessions to ATHL Re

Gross premiums written afier ATHL Re
Net premiums written

Net premiums earned {2)

Loss and loss adjustment expenses
Underwriting expenses (3)

Underwriting profit (4)

Net investment income (2)

Net realized capital losses (2)

Other income (2)

Other expenses (3)

Earnings before taxes and minority interest

Loss ratio {5)
Expense ratio (6)
Combined ratio (7)

RSUIL AIHL Re CATA EDC({D) Parwin AIHL
$285.2 504 $51.7 $21.8 $69.3 $428.4
178.6 0.4 49.7 18.8 50.6 298.1
$183.7 $0.4 $50.0 $202 $45.4 $299.7
70.4 - 24.3 13.7 26.0 134.4
41.0 0.1 20.6 4.8 12.8 79.3
$72.3 $0.3 $5.1 £1.7 $6.6 86.0
36.8
20,9
0.1
{16.9)
$126.9
38.3% .0% 48.6% 67.8% 57.1% 44 8%
22.3% 7.8% 41.2% 23.7% 28.3% 26.4%
60.6% 7.8% 89.8% 91.5% 85.4% 1.2%
$331.2 - $47.2 - $654 - 34438
(58.0 58.0 - = - =
273.2 58.0 47.2 - 65.4 4438
1121 58.0 452 - 419 257.2
$165.9 $17.5 $44.1 - $35.0 $262.5
81.7 - 20.2 - 24.2 126.1
313 0.2 17.9 - 9.5 64.9
$46.9 $17.3 $6.0 - $1.3 71.5
33.9
(0.4)
0.2
(11.7)
$93.5
49.2% - 45.7% - 69.2% 48.0%
22.5% 1.2% 40.6% - 27.1% 24.7%
71.7% 1.2% 86.3% - 96.3% 72.7%




(in millions, except ratios} RSUI AIHL Re CATA EDC (1) Darwin AIHL
Nine months ended September 30, 2607

Gross premiums written $945.1 0.7 $162.8 5218 $209.5 $1,339.9
Net premiums written 559.0 1.8 156.6 18.8 148.6 884.8
Net premiums earned (2) $528.5 $24.1 $148.2 $20.2 $131.9 $852.9
Loss and loss adjustment expenses 244.2 - 674 13.7 76.7 402.0
Underwriting expenses (3) 120.3 0.1 61.3 4.8 37.6 224.1
Underwriting profit (4) $164.0 $24.0 $19.5 1.7 $17.6 226.8
Net investment income {(2) 110.1
Net realized capital gains (2} 209
Other income (2) 0.4
Other expenses (3) (43.6)
Earnings before taxes and minority interest $314.6
Loss ratio (5) 46.2% - 45.5% 67.8% 38.2% 47.1%
Expense ratio (6) 22.8% 0.5% 41.3% 23.7% 28.5% 26.3%
Combined ratio {7) 69.0% 0.5% 86.8% 91.5% 86.7% 73.4%

Nine months ended September 30, 2006

Gross premiums written $1,034.2 - $141.1 - $183.4 $1,358.7
Cessions to AIHL Re (58.0) 58.0 - - - -
Gross premiums written after AIHL Re 976.2 58.0 141.1 - 183.4 1,358.7
Net premiums written 503.9 58.0 134.8 - 115.1 811.8
Net premiums eamed (2) ’ $500.4 $17.5 $127.7 - $94.2 $739.8
Loss and loss adjustment expenses 248.5 -- 58.1 - 65.2 3718
Underwriting expenses (3) 102.3 0.2 54.3 - 259 182.5
Underwriting profit (4) $149.6 $17.3 $15.3 - $3.3 1855
Net investment income (2) 874
Net realized capital gains (2} 15.0
Other income (2) 1.6
Other expenses (3) (317
Earnings before taxes and minority interest $257.8
Loss ratio (5) 49.7% - 45.4% - 69.2% 50.2%
Expense ratio (6) 20.4% 1.2% 42.6% - 27.3% 24.7%
Combined ratio (7) 70.1% 1.2% 88.0% - 96.5% 74.9%

(1) Includes the results of EDC, net of purchase accounting adjustments, commencing July 18, 2007.

(2) Represent components of total revenues.

(3) Underwriting expenses represent commission and brokerage expenses and that portion of salaries, administration and
other operating expenses directly attributable to underwriting activities, whereas the remainder constitutes other expenses.

(4) Represents net premiums earned less loss and loss adjustment expenses and underwriting expenses, all as determined in
accordance with GAAP, and does not include net investment income and other income or net realized capital gains.
Underwriting profit does not replace net income determined in accordance with GAAP as a measure of profitability;
rather, we believe that underwriting profit, which does not include net investment income and other income or net realized
capital gains, enhances the understanding of ATHL’s insurance operating units’ operating results by highlighting net
income attributable to their underwriting performance. With the addition of net investment income and other income and
net realized capital gains, reported pre-tax net income (a GAAP measure) may show a profit despite an underlying
underwriting loss. Where underwriting losses persist over extended periods, an insurance company’s ability to continue as
an ongoing concern may be at risk. Therefore, we view underwriting profit as an important measure in the overall
evaluation of performance.

(5) Loss and loss adjustment expenses divided by net premiums earned, all as determined in accordance with GAAP.

{6) Underwriting expenses divided by net premiums earned, all as determined in accordance with GAAP.

{7) The sum of the loss ratic and expense ratio, all as determined in accordance with GAAP, representing the percentage of
each premium dollar an insurance company has to spend on losses (including loss adjustment expenses) and underwriting
€XpEenses.



RSUI's underwriting profit for the third quarter and first nine months of 2007 increased
from the corresponding 2006 periods, primarily reflecting an increase in net premiums earned
and lower than expected current accident year property losses, partially offset by higher
underwriting expenses and a year-to-date net reserve adjustment of $8.8 million. The net reserve
adjustment reflected an increase in estimated losses and LAE related to Hurricane Katrina in the
amount of $30.9 million after reinsurance ($40.0 million before reinsurance) during the second
quarter, partially offset by an aggregate release of $22.1 million of prior year reserves for the
professional liability and D&O liability lines of business, of which $9.0 million was released in
the 2007 third quarter.

CATA’s underwriting profit for the first nine months of 2007 increased from the
corresponding 2006 period, primarily reflecting favorable loss emergence principally in its
liability and commercial surety lines of business. Such favorable loss emergence resulted in a
release in the third quarter and first nine months of 2007 of $4.6 million and $14.0 million,
respectively, of prior year reserves, compared with a release of prior year reserves in the third
quarter and first nine months of 2006 of $4.8 million and $11.1 million, respectively.

Darwin’s underwriting profit for the first nine months of 2007 increased from the
corresponding 2006 period, primarily reflecting an increase in net premiums earned and a
releases of prior year loss reserves and corresponding adjustments in ceded reinsurance
premiums totaling $12.6 million, compared with $1.3 million in the comparable 2006 period,
partially offset by increases in loss and loss adjustment expenses and underwriting expenses
related to the growth of Darwin’s business. The $12.6 million adjustment in the first nine
months of 2007 includes $3.8 million of loss reserve releases and a corresponding $0.8 million
reduction in ceded reinsurance premiums made in the 2007 third quarter, due to continued
favorable loss development. The remainder of the $12.6 million relates to loss reserves and
corresponding adjustments made in ceded reinsurance premiums made in the first half of 2007,
reflecting a change in reserving methodology to give greater weight to historical claims
experience.

AIHL include the results of EDC, net of purchase accounting adjustments, commencing
July 18, 2007.

AIHL’s net investment income increased in the third quarter and first nine months of
2007 from the corresponding periods in 2006, principally due to strong underwriting cash flow
and the net positive effect from the acquisition of EDC. In the first nine months of 2007, AIHL
recorded $7.7 million of unrealized capital losses in its investment portfolio that were deemed to
be other than temporary. Of the $7.7 million of unrealized capital losses, $6.6 million related to
its mortgage- and asset-backed bond portfolio that were deemed to be other than temporary
during the first quarter of 2007, and $1.1 million related to its equity portfolio that were deemed
to be other than temporary during the third quarter of 2007. The $7.7 million of unrealized
capital losses was more than offset by $28.6 million of net realized capital gains on the sale of
securities by AIHL, due principally to the sale of common stock holdings in the energy and
mining sectors in the 2007 third quarter. The net realized capital gains generated by AIHL in the
first nine months of 2006 were due principally to the sale of a large common stock holding in the
energy sector in May 2006.

Highlights of results for corporate activities during the three and nine months ended
September 30, 2007 and 2006 were as follows (in millions):



Three Months Ended Nine Months Ended

September 30, September 30,
2007 2006 2007 2006
Revenues $2.4 $6.2 $85.0 $41.0
Other operating expenses 0.7 0.6 23 3.0
Corporate administration expense 73 11.6 244 29.6
Interest expense 0.2 1.4 12 4.3
Earnings before taxes and minority
Interest $(5.8) $(7.4) $57.1 $4.1

Results for corporate activities during the 2007 third quarter primarily reflect a reduction
in corporate administration expense due to lower executive compensation expense, compared
with the 2006 third quarter, partially offset by a decrease in net investment income, primarily
reflecting losses in Alleghany’s Homesite and partnership investments. Results for corporate
activities during the first nine months of 2007 primarily reflect net realized capital gains at the
parent level of $55.9 million resulting from the sale of approximately 809,000 shares of
Burlington Northern common stock during the 2007 first quarter. In addition, the results for the
first nine months of 2007 also reflect a sale by Alleghany Properties of real property which
generated a net pre-tax gain of $7.2 million, compared with a net pre-tax gain of $23.1 million
generated by a sale of real property by Alleghany Properties in the corresponding 2006 period.

Comment on Regulation G

This press release includes certain non-GAAP financial measures. The reconciliations of
such measures to the most comparable GAAP figures are included herein. Throughout this press
release Alleghany presents its operations in the way it believes will be most meaningful and
useful to the investing public and others who use such information in evaluating Alleghany’s
results.

In addition to the GAAP presentations of net earnings (loss), Alleghany also shows net
earnings (loss) as adjusted to exclude both net catastrophe losses after tax and net realized capital
gains after tax, a non-GAAP financial measure, which is intended to assist investors in analyzing
the impact of such items and represents the way management analyzes Alleghany’s results.
Catastrophe losses and net realized capital gains can fluctuate significantly from period to period,
which could distort the analysis of trends and comparability of reported periods.

Investors should consider these non-GAAP measures in addition to, and not as a
substitute for, measures of financial performance prepared in accordance with GAAP.

#H##
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Forward-looking Statements

This release contains disclosures which are forward-looking statements as defined in the
Private Securities Litigation Reform Act of 1995. Forward-looking statements include all
statements that do not relate solely to historical or current facts, and can be identified by the use
of words such as “may,” “will,” “expect,” “project,” “estimate,” “anticipate,” “plan,” “believe,”
“potential,” “should,” “continue” or the negative versions of those words or other comparable
words. These forward-looking statements are based upon our current plans or expectations and
are subject to a number of uncertainties and risks that could significantly affect current plans,
anticipated actions and our future financial condition and results. These statements are not
guarantees of future performance, and we have no specific intention to update these statements.
The uncertainties and risks include, but are not limited to, risks relating to our insurance
operating units such as

% 4 MK LEAR1S k2 N1

» significant weather-related or other natural or human-made catastrophes and disasters;

» the cyclical nature of the property and casualty industry;

» the long-tail and potentially volatile nature of certain casualty lines of business written by
our insurance operating units;

» the cost and availability of reinsurance;

* exposure to terrorist acts;

- = the willingness and ability of our insurance operating units’ reinsurers to pay reinsurance

recoverables owed to our insurance operating units;

» changes in the ratings assigned to our insurance operating units;

+ claims development and the process of estimating reserves;

+ legal and regulatory changes;

» the uncertain nature of damage theories and loss amounts;

+ increases in the levels of risk retention by our insurance operating units; and

» adverse loss development for events insured by our insurance operating units in either the
current year or in prior years.

Additional risks and uncertainties include general economic and political conditions, including
the effects of a prolonged U.S. or global economic downturn or recession; changes in costs;
variations in political, economic or other factors; risks relating to conducting operations in a
competitive environment; effects of acquisition and disposition activities, inflation rates or
recessionary or expansive trends; changes in market prices of our significant equity investments;
extended labor disruptions, civil unrest or other external factors over which we have no control;
and changes in our plans, strategies, objectives, expectations or intentions, which may happen at
any time at our discretion. As a consequence, current plans, anticipated actions and future
financial condition and results may differ from those expressed in any forward-looking
statements made by us or on our behalf.

11



b2k 74 b3 AL S10P|OYNI0IS UOILIOD O} a|ge|eAe sBujuses joN

ISt¥ 0t ¥ SPUBP|A|P PaLIjeld
168258 9.6°LiS sBujuiee joN
L3R ST sBuiwies JoN
2091 (LT xe jo Jou Jsedeiun Aouny
661'SS Zy8'se 1sesejur Auoulw esojeq sEuiuseg
G88°08 [T45] SEXE) BUIo3U|
¥80'98 615 a0k 3] b4 2041 501121 L0374 3] L E AT X ysesejul fjuoul pue sexe)

ewooul elojeq sBulnieg

128912 N 899202 ZIgetz ¥ai's [ sasusdxa pue s}s00 [el0}
ED TN i} 61 (%44 (%3] asuadxa jsalay|
0L9'LE oLl 0 20€°2 208'2 0 uoHESIuLIDE d)eI0dIod)
L " v.9 0L9°L - G69°L1 4] L2021 sasuadxa Bugesado 120
SPE'PY 0 St6'vo £2T'6L 0 £2T'6L sasuadxe Bunlmuspun
Jauio pue sbelayoug ‘suoissILWos
£50°9Z1 0 £50'571 SEE'VEL 0 SEL'PEL sasuadxe Juswysnipe ssoj pue sso07

sasuedxe pue 53S0

SOPZOE S6L°9 0LZ'962 Z16'65¢E L owrd £25'16¢ sanuaaal |ejo]
152 ¥ (374 €8 8L g3 awooul JayI0
(1s¥) b {zs¥) 6Lz Zve 6V60Z (sessoi) sureb |ended pazieal jaN
0600t 0iL'9 0z6'ce 9918¢ -1: 1l N 108'9¢ JLWICTUI JUIWISIAUL JaN
605'29Z¢ 0% 605°29Z% 189'66Z% 0$ 189'66Z% pawwes swniwsid JaN
sanueaey
AINIGNGCD SAILIALLDY SONIQICH J3NIGWNOD SAILIAILDY SONIAIOH
FLVHOSHOD IDONVHNSNI ALVHOdHOD  IFIONVHNSNI
ANYHO3TTV ANYHOITTY
90/0£/6 Q30ON3 SHINOW 334HL 20/0€/6 Q3ANI SHLNOW 334HL
(paypneun)

{spuesnouy W sse|op)
SONINYY3 40 SINIWILVYLS DNINIENOD
NOILLVHOJHOD ANVHOITTY



S16p|OYXI0]S UOLIIOD 0} fqe|ieae sBuluiee JoN
SPpueplAIp pelejeid
sBuiusee JoN

sBuuiee jJoN

e} J0 J8u Yselejul Quoulw
Jsesaul Auouiw alojeq sbuey
SeXe} HWOdU|

Jsaleju] AJuoulw pue Sexe}
awoau eJojeq sbuluieg

sasuadxa pue 1509 |8}

asuadxa j1saiay|
uonessiulwpe ajesodion
sasuadxa Bugesado JaL0
sasuadxa Bunumiapun
10 pue abesa0ug ‘SUoISSILILIOD)
sasuadxd juswsnipe ssoj pUeE $$07
sesuedxs pue sjso)

SoNUDAR) |BJO]

Ao Jaglo
sueb [epdes pezieas 19N
BLUOJUI JUBLLSBALI JaN
peurea swniwaud jJaN
senuaaey

STTTarS 153144

889F FIE 4N

£08°81%5 VYeE 1YTS

TOTGAIS f 254 % 74

96 ¢ 6976

TLL'E8L £0L°152

810t 529021

058°L92 4 T2 Pt Wi 4 8zi'Lie MTTES BITTIES
966'229 Ui 796585 165269 0v6 LT 159699
STV SiTF (1) [TTN 611 (53]
¥65°62 ¥65'62 0 0r've LTAN A S

o8've S91°¢ 669°'LE 8E6°'SY 8LE'T 0zo'sy
615781 0 615'Z8L 960°PZZ 0 960'¥22
trL'LLE 0 r2'iie L96°'LOV 0 L96‘LOY
ove'veg 0Ly 662'CH8 61£'690°'L 05058 692786
16852 Z0T Ve (T sv6'LE ISSEL 6%
SLp'LL 60¥°'T 900°‘sH 9p0°LL ochos 016°02
LEZ'LoL 9ty SEE°L8 0L¥'22) gog'LL 201011
£08'6EL8 0$ £08'652$ 558'758¢ 0% §58°758%
G3INIBWOD  SAILIAILDY  SONITTOH J3INIANOD  S3ILIAILDY  SONITTOH

J1VH0dH00  JONYENSNI
ANYHOITTV

AUVHOLHOTD  FONVHNSNI

ANVHOITTV

90/0€/6 J3AN3 SHLNOW ININ

£0/0€/6 G3IAN3 SHLINOW 3NIN

(pappneun)

{spuesnoy) u stejjop)
SONINYV3 40 SINIW3LVLS ONINIGWOD

NOILVHOd¥0D ANVHOITTVY



ALLEGHANY CORPORATION
AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share amounts)

SEPTEMBER 30,
2007 DECEMBER 31,
ASSETS (unaudited) 2006
Investments
Available for sale securities at fair value:
Equity securities $1,025,582 $872,900
Debt securities 3,129,464 2,622,307
Short-term investments 367,520 438,567
4,522,566 3,933,774
Other invested assets 195,203 123,651
Total investments 4,717,769 4,057,425
Cash 33,340 68,332
Notes receivable - 91,536
Premium balances receivable 187,708 222,958
Reinsurance recoverables 982,580 1,067,926
Ceded unearned premium reserves 267,416 324,988
Deferred acquisition costs 80,992 80,018
Property and equipment - at cost, net of accumulated
depreciation and amortization 21,477 18,404
Goodwill and other intangibles, net of amortization 222,868 169,772
Other assets 126,943 87,381
$6,651,093 $6,178,740
LIABILITIES AND STOCKHOLDERS' EQUITY
Losses and loss adjustment expenses $2,541,958 $2,304,644
Unearned premiums 872,145 886,539
Reinsurance payable 91,638 114,454
Net deferred tax liabilities 54,963 62,937
Subsidiaries' debt - 80,000
Current taxes payable 31,313 29,499
Minority interest 89,743 77,875
Other liabilities 274,480 199,546
Total liabilities 3,956,240 3,755,494
Stockholders' equity 2,694 853 2,423,246
$6,651,093 $6,178,740
Shares of common stock outstanding (adjusted for stock dividends) 8,158,748 8,118,479



