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Key Statistics National Interstate Corporation is a leading specialty property and casualty insurance
Nasdag........ 193030303030303030303030303000305050 holding company with a niche orientation and focus on the transportation industry.
é'rx)'lsfisra“ng Founded in 1989, the Company has had an uninterrupted record of profitability in every
Fiscal year ends ... year since 1990, its first full year of operation.
WebSite ......ccoceeieiiiieiiieenne. ) L .
The Company focuses on niche markets, offering insurance products designed to meet
Stock Information unique needs of targeted insurance buyers. These markets often possess barriers of
Recent price*: -------------------------------- $22.72 entry, such as being too small, too remote, or too difficult to attract, or sustain
52-week low-high............. $18.17-$24.24 | o mnetitors. National Interstate offers property and casualty insurance that can be
Market capitalization* .............. $440.0MM d into the followind busi ts alt ti isk t fer (ART). al
Dividend (Yield)*................. $0.36 (1.6%) | 9rouped into g ollowing usmgss c_:omponen s: al err]a ive ris rlans er ( ), 5_130
TTM diluted EPS oo $1.65 | known as captive programs, primarily for transportation companies; transportation,
TTM PHE oot 13.77x | primarily passenger, truck, and moving and storage companies; specialty personal
*At August 3, 2011 lines, primarily for recreational vehicles and small commercial vehicle accounts; and,

2011 Year-to-Date Results transportation and general commercial insurance in Hawaii and Alaska.

Net earnings from operations .... $17.8MM . :
Combined raio ... 93.1% National Interstate seeks to grow through new product offerings that address a

Premium growth 34139 | Specialized need in the respective market, by enhancing coverages, distribution, and

REtUrn on quity ......cceeeeeeeveueueueees 11.1% | product design for its existing products, and through strategic acquisitions. While
growing, the Company has maintained strong underwriting and investment discipline to
2011 Second-Quarter Results ensure sustained profitability. This profitable growth strategy has been successful and
Net earnings from operations ....... 7.8MM the Company is a recognized leader in its insurance markets as a result. The Compan
Combined ratio...........c.ccceeenrinnnnne 95.6% P y 9 : . ) : pany
Premium growth ............cccoeeveee.e. 41.3% | Seeks to achieve a return on shareholders’ equity of 15% plus inflation.

The Company’s gross premiums written grew 41% and operating earnings per share

2011 First Six Months increased 13% for the first six months of 2011. The top line growth was due to the
Premium Mix 2010 acquisition of Vanliner Insurance Company as well as growth in existing
businesses. Higher net investment income offset by lower underwriting profits
Smselly P LS contributed to the increase in operating earnings.
Transportation 10.2%

21.7% Hawaii and Alaska Proven Business Model Strong Track Record

« Niche product focus  Outstanding and consistent record of

* Product managers responsible for growth value crggtion for_s_hareholders
and profitability » Underwriting profit in 20 of the 22 years

in business
» Consistent outperformance of property
and casualty industry since Company’s

e Claims managed by the Company’s
claims professionals

+ Disciplined underwriting inception

* High-quality investments « Strong balance sheet and capital ratios
\\ AnemaﬁvseaR;k Trany » Effective use of reinsurance * Increased quarterly dividend each year

it since going public in 2005

Gross Premiums Written Combined Ratio Book Value per Share Return on Equity
(in Millions)
$512.9 92.1% 2% $17.06 22.6%
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2011 Second Quarter
Financial Information

Earnings Six Months Ended
(In thousands, except per share data) June 30 Investments as of June 30, 2011 Fair Value Net Unrealized
(In thousands) — Gain/(Loss)
2011 2010
Net after-tax earnings from operations $ 17,825 $ 15,736 U.S. Government & Agencies $ 130,943 $ 2,758
After-tax net realized gain from investments 1,635 1,658 .
Foreign Government 5,713 11
Change in valuation allowance related to net capital losses — 810
State & Local Government 291,453 6,445
After-tax impact from balance sheet guaranty for Vanliner (1,729) —
Mortgage Backed Securities 206,635 731
Net Income $ 17,731 $ 18,204
Corporate Obligations 269,726 6,892
Per Share Diluted »
Preferred Redeemable Securities 10,228 (26)
Net after-tax earnings from operations $ 0.92 $ 081 ) N
Total Fixed Maturities $ 914,698 $ 16,811
After-tax net realized gain from investments 0.08 0.09
Change in valuation allowance related to net capital losses _ 0.04 | | Equity Securities $ 22829 $ 2478
After-tax impact from balance sheet guaranty for Vanliner (0.09) _ . . .
: Total Fixed Maturities and Equit
- auy $ 937,527 $ 19289
Net Income Per Share $ 0.91 $ 004/ |Securities
Gross Premiums Written Six Months Ended June 30, i i i Six Months Ended
- Combined Ratio Analysis _
(Dollars in thousands) 2011 2010 June 30
Amount Percent Amount Percent 2011 2010
Alternative Risk Transfer $ 169,445 58.3% $ 134,162 62.0%
. Losses and loss adjustment expense ratio 69.7% 63.9%
Transportation 80,419 27.7% 37,090 17.1%
Specialty Personal Lines 29,790 10.2% 34,673 16.0% | | Underwriting expense ratio 234%  25.4%
Hawaii and Alaksa 8,193 2.8% 8,176 3.8% Combined ratio 93.1% 89.3%
Other 2,951 1.0% 2,429 1.1%
Gross Premiums Written $ 290,798 100.0% $ 216530 100.0% NOTE: Excludes the runoff of the guaranteed Vanliner business

Income Statement Six Months Ended Balance Sheet Data At June 30, At December 31,
(GAAP; in thousands except per-share data; unaudited) June 30 2011 2010

2011 2010
Gross premiums written $ 290,798 $ 216,530 Cash & investments $ 1,004,384 $ 965,204
Net premiums written $ 243994 $ 167,381 Reinsurance recoverable 201,351 208,590
Premiums earned $ 211,603 $ 139,414 Amounts refundable on estimated
Net investment income 14,698 9,971 purchase price of Vanliner — 14,256
Net realized gains on investments 2,516 2,551 Intangible Assets 8,816 8,972
Other income 1,970 1,794 Total assets 1,552,790 1,488,605
Total revenues 230,787 153,730 Unpaid losses and loss adjustment expenses 795,396 798,645
Losses & loss adjustment expenses 153,229 89,136 Long-term debt 22,000 20,000
Commissions & other underwriting expenses 41,521 29,571 Total shareholders' equity $ 330,441 $ 309,578
Other operating & general expenses 8,636 7,622 Book value per common share, basic $ 17.06 $ 15.99
Expense on amounts withheld 1,819 1,735 Common shares outstanding at period end 19,368 19,356
Interest expense 109 104
Total expenses 205,314 128,168
Income before income taxes 25,473 25,562
Provision for income taxes 7,742 7,358
Net Income $ 17731 $ 18204 Six Months Ended

June 30

Per Share Data: ROE: 2011 2010
Net income per common share, basic $ 092 $ 094 Return on equity 11.1% 12.9%
Net income per common share, diluted $ 091 $ 094 Average shareholders' equity $ 320,010 $ 281,489
Weighted average shares outstanding, basic 19,367 19,336
Weighted average shares outstanding, diluted 19,479 19,424
Cash dividend per common share $ 018 $ 0.16

This document, including any information incorporated by reference, contains “forward-looking statements” (within the meaning
of Private Securities Litigation Reform Act of 1995). All statements trend analyses and other information relative to markets for
our products and trends in our operations or financial results, as well as other statements including words such as “may,”
“target,” “anticipate,” “believe,” “plan,” “estimate,” expect,” “intend,” “project,” and other similar expressions, constitute forward-
looking statements. We made these statements based on our plans and current analyses of our business and the insurance
industry as a whole. We caution that these statements may and often do vary from actual results and the differences between
these statements and actual results can be material. Accordingly, we cannot provide assurance that tactual results will not differ
from those expressed or implied by the forward-looking statements. Factors that could contribute to these differences include,
among other things: general economic conditions, weakness of the financial markets and other factors, including prevailing
interest rate levels and stock and credit market performance which may affect or continue to affect (among other things) our
ability to sell our products and to collect amounts due to us, our ability to access capital resources and the costs associated with
such access to capital and the market value of our investments; customer response to new products and marketing initiatives; tax

law changes; increasing competition in the sale of our insurance products and services and the retention of existing customers;
changes in legal environment; regulatory changes or actions, including those relating to regulation of the sale, underwriting and
pricing of insurance products and services and capital requirements; levels of natural catastrophes, terrorist events, incidents of
war and other major losses; adequacy of insurance reserves; and availability of reinsurance and ability of reinsurers to pay their
obligations. The forward-looking statements herein are made only as of the date of this report. The Company assumes no
obligation to publicly update any forward-looking statements.

Please refer to the Company’s investor relations website at http://invest.NATL.com for further financial and investor-related
information




