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Class A Ordinary Shares
Units

XL Capital Ltd
Class A Ordinary Shares
% Equity Security Units

This is an offering of Class A Ordinary Shares, which we refer to as the ordinary shares, and % Equity Security
Units of XL Capital Ltd, which we refer to as the units. We refer to the ordinary shares and the units collectively as
the securities. The offering of the ordinary shares is separate from the offering of the units and you are not required to
purchase both securities if you purchase any securities.

Each unit has a stated amount of $25 and will initially consist of (a) a contract pursuant to which you agree to
purchase, for $25, ordinary shares on August 15, 2011 and (b) a 1/40, or 2.5%, ownership interest in a senior note of
XL Capital Ltd due August 15, 2021 with a principal amount of $1,000. The ownership interest in the senior note will
initially be held as a component of the unit and will be pledged to secure the holder s obligation to purchase our
ordinary shares under the related purchase contract.

We will make quarterly contract adjustment payments to you under the purchase contract at the annual rate of % of
the stated amount of $25 per purchase contract. In addition, we will make quarterly interest payments on the senior
notes at the initial annual rate of %. We have the right to defer the contract adjustment payments on the purchase
contracts, but not the interest payments on the senior notes. If the senior notes are successfully remarketed on or
before the third business day prior to August 15, 2011, the interest rate on the senior notes will be reset to a new fixed
or floating rate, and the maturity date may be shortened and the optional redemption provisions may be modified. The
senior notes will be unsecured and will rank equally with all of our other unsecured and unsubordinated debt. The
units will be sold initially by the underwriters in a minimum number of 40 units.

All of the units will be issued as normal units (as defined below). Unless you separate your senior notes from your
purchase contracts by substituting U.S. treasury securities for your senior notes as described in this prospectus
supplement, your units will remain normal units. If a special event redemption described in this prospectus
supplement occurs before August 15, 2011, the senior notes included in the normal units may be replaced by the
treasury portfolio described in this prospectus supplement. If an accounting event occurs and is continuing prior to the
stock purchase date, we may, at our option, fix the settlement rate according to a formula based on the Black-Scholes
option pricing model as described in this prospectus supplement.

Our ordinary shares are listed on the New York Stock Exchange under the symbol XL. The last reported sale price of
our ordinary shares on July 25, 2008 was $18.77 per ordinary share. We have applied to list the normal units on the
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New York Stock Exchange. Prior to this offering, there has been no public market for the units.

See Risk Factors beginning on page S-27 to read about certain factors you should consider before buying the
ordinary shares or the units.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved
of these securities or passed upon the accuracy or adequacy of this prospectus supplement or the accompanying
prospectus. Any representation to the contrary is a criminal offense.

Public Offering  Underwriting  Proceeds to Us

Price Discounts Before Expenses
Per Ordinary Share $ $ $
Total Ordinary Shares $ $ $
Per Unit $ $ $
Total  Units $ $ $
Total Ordinary Shares and Units $ $ $

The public offering price for the units set forth above does not include accumulated contract adjustment payments and
accrued interest, if any. Contract adjustment payments on the purchase contracts and interest on the senior notes will
accrue from the date of initial issuance of the units, expected to be , 2008.

To the extent that the underwriters sell more than ordinary shares, the underwriters have the option to purchase up to
an additional ordinary shares from us at the public offering price less the underwriting discount. In addition, to the
extent that the underwriters sell more than units, the underwriters have the option to purchase up to an additional
units from us at the public offering price less the underwriting discount.

The underwriters expect to deliver the securities in book-entry form only through the facilities of The Depository
Trust Company against payment in New York, New York on or about , 2008.

Joint Book-Running Managers

Goldman, Sachs & Co. UBS Investment Bank

Joint Lead Managers

ABN AMRO Citi JPMorgan

Senior Co-Managers

Banc of America Barclays Capital Calyon Securities = ING Wholesale
Securities LLC (USA) Inc.

KeyBanc Capital Lazard Capital Mizuho Securities = Morgan Stanley
Markets Markets USA Inc.
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Co-Managers

BNY Mellon Capital Markets, LLC Comerica Securities  Fortis Securities LLC

Scotia Capital  UniCredit Capital Markets The Williams Capital Group, L.P.

Prospectus Supplement dated , 2008.
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You should read this prospectus supplement along with the accompanying prospectus carefully before you
invest. Both documents contain important information you should consider when making your investment
decision. This prospectus supplement contains specific details regarding this offering and the accompanying
prospectus contains information about our securities generally, some of which does not apply to this offering.
This prospectus supplement may add, update or change information in the accompanying prospectus. To the
extent that there is a conflict between the information contained or incorporated by reference in this
prospectus supplement, on the one hand, and the information contained in the accompanying prospectus, on
the other hand, you should rely on the information contained or incorporated by reference in this prospectus
supplement.
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No dealer, salesperson or other person is authorized to give any information or to represent anything not contained in
this prospectus supplement or the accompanying prospectus. You must not rely on any unauthorized information or
representations. This prospectus supplement and the accompanying prospectus are an offer to sell only the securities
offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The information
contained in this prospectus supplement and the accompanying prospectus is current only as of its date.

The distribution of this prospectus supplement and the accompanying prospectus and the offering and sale of the
ordinary shares and units in certain jurisdictions may be restricted by law. XL Capital Ltd and the underwriters require
persons into whose possession this prospectus supplement and the accompanying prospectus come to inform
themselves about and to observe any such restrictions. This prospectus supplement and the accompanying prospectus
do not constitute an offer of, or an invitation to purchase, any of the ordinary shares or units in any jurisdiction in
which such offer or invitation would be unlawful.

XL Capital Ltd is prohibited from making any invitation to the public of the Cayman Islands to purchase the ordinary
shares or units. Non-resident or exempted companies or other non-resident or exempted entities established in the
Cayman Islands, however, may purchase the ordinary shares and units.

In this prospectus supplement and the accompanying prospectus, references to dollar and $ are to United States
currency, and the terms United States and U.S. mean the United States of America, its states, its territories, its
possessions and all areas subject to its jurisdiction.

Our Articles of Association provide that our Board shall decline to register a transfer of shares if it appears that the

effect of such transfer would be to increase the number of shares owned or controlled by any person to 10% or more

of any class of voting shares of XL Capital Ltd, the total issued shares of XL Capital Ltd or the voting power of XL
Capital Ltd. Our Articles of Association also restrict the voting power of any shareholder to less than approximately

10% of the total voting power. You should be aware of these limitations as you consider an investment in the ordinary
shares or the units, as you will not be able to purchase either ordinary shares or units in this offering that would result

in your ownership exceeding such 10% threshold. See Risk Factors Risks Relating to our Ordinary Shares. Ownership
of the units by a U.S. person may cause such person to be treated for U.S. federal income tax purposes as the owner of

our ordinary shares prior to the purchase contract settlement date. In addition, if an investor acquires 10% or more of

our ordinary shares, such investor may, under certain circumstances, become subject to taxation for such investor s pro
rata share of our income. For purposes of interpreting the voting restrictions in our Articles of Association, we intend

to treat the ordinary shares issuable upon settlement of a purchase contract underlying a unit as currently owned by the
holder of that unit. See Risk Factors Risks Related to Taxation If an investor acquires 10% or more of XL Capital Ltd s
ordinary shares, it may be subject to taxation under the controlled foreign corporation (the CFC )rules. Moreover, the
ownership of 10% or more of our ordinary shares may give rise to a requirement by such 10% holder to make certain
filings disclaiming an intent to control with applicable insurance regulatory departments.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained elsewhere, or incorporated by reference, in this prospectus
supplement and the accompanying prospectus. This summary does not contain all of the information that you should
consider before investing in the units or the shares. You should read carefully this entire prospectus supplement,
including the Risk Factors section, the accompanying prospectus and the information incorporated by reference,
herein and therein. In this prospectus supplement, XL Capital refers to XL Capital Ltd, and the Company,

we, our, ours and us referto XL Capital Ltd and its subsidiaries, in each case, unless the context
otherwise requires.

XL Capital Ltd

We, together with our subsidiaries, are a leading provider of global insurance and reinsurance coverages to industrial,
commercial and professional service firms, insurance companies and other enterprises on a worldwide basis.

Our principal executive offices are located at XL House, One Bermudiana Road, Hamilton, Bermuda HM 11. Our
telephone number is (441) 292-8515. Our website address is www.xlcapital.com. The information contained on our
website is not incorporated by reference into, or otherwise included in, this prospectus supplement or the
accompanying prospectus.

You can also obtain additional information about us in the reports and other documents incorporated by reference in
this prospectus supplement and the accompanying prospectus. See Incorporation of Documents by Reference in this
prospectus supplement and Where You Can Find More Information and Incorporation of Certain Information by
Reference in the accompanying prospectus.

Recent Developments
SCA Agreement

On July 28, 2008, we announced that we and certain of our subsidiaries had entered into a Master Commutation,
Release and Restructuring Agreement (the SCA Agreement ) with Security Capital Assurance Ltd and certain of its
subsidiaries (collectively, SCA ) in connection with the termination of certain reinsurance and other agreements as
described below. Certain of the counterparties to credit default swap agreements with SCA are also parties, and others
may become parties (up to and including the closing under the SCA Agreement), to the SCA Agreement. Such
counterparties that are or become parties to the SCA Agreement are herein called the CDS Counterparties. The SCA
Agreement provides for the payment by us to SCA of $1.775 billion in cash, the issuance by us to SCA of eight
million Class A ordinary shares to be newly issued by us and the transfer by us of all of the shares we own in SCA
(representing approximately 46% of SCA s issued and outstanding shares) (the SCA Shares ) to a trust. This
consideration will be made in exchange for, among other things, the full and unconditional:

commutation
of the Third
Amended and
Restated
Facultative
Quota Share
Reinsurance
Treaty,
effective July
1, 2006,



between XL
Financial
Assurance Ltd
( XLFA ) and
XL Capital
Assurance Inc.
( XLCA ), and
all individual
risk cessions
thereunder
(the
XLFA/XLCA
Quota Share ),
as a result of
which the
guarantee by
our subsidiary,
XL Insurance
(Bermuda)
Ltd ( XLIB ),
of XLFA s
obligations to
XLCA
thereunder
(the XLFA
Guarantee )
will no longer
have any force
or effect;

commutation
of the Excess
of Loss
Reinsurance
Agreement
executed on
October 3,
2001, pursuant
to which
XLIB agreed
to reinsure
certain
liabilities of
XLFA (the
Excess of
Loss
Agreement );
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commutation of
the Second
Amended and
Restated
Facultative
Master
Certificate,
effective March
1, 2007,
pursuant to
which XL Re
America, Inc.

( XLRA ) agreed
to reinsure
certain liabilities
of XLCA, and
all individual
risk cessions
thereunder;

commutation of
the Facultative
Quota Share
Reinsurance
Agreement,
effective August
17,2001, as
amended by
Amendment No.
1 to such
agreement,
dated as of
August 4, 2006,
pursuant to
which XLIB
agreed to
reinsure certain
liabilities of
XLFA and all
individual risk
cessions
thereunder (the
XLRA Master
Facultative
Agreement );

commutation of
the Adverse
Development
Reinsurance
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Agreement,
dated as of
August 4, 2006,
between XLCA
and XLRA, and
the
Indemnification
Agreement,
dated as of
August 4, 2006,
between XLFA
and XLIB; and

termination of

certain

indemnification

and services

agreements

between XL and

SCA.
After giving effect to the closing of the SCA Agreement, $64.6 billion of our total net exposure (which was $65.7
billion as at June 30, 2008) under reinsurance agreements and guarantees with SCA subsidiaries will be eliminated.

Pursuant to the terms of the SCA Agreement, SCA will be required to use commercially reasonable efforts to

commute the agreements that are the subject of our guarantee of XLCA s obligations under certain financial guarantees
issued by XLCA to European Investment Bank (the EIB Policies ), subject to certain limitations. In the event such
commutations are not completed by the closing of the SCA Agreement, our exposures relating to the EIB Policies
(which relate to project finance transactions) as of June 30, 2008 would be approximately $1.1 billion.

We expect to record a charge of between $1.4 billion and $1.5 billion in respect of the SCA Agreement in the quarter
ending September 30, 2008.

It is expected that the SCA Shares will be transferred at closing of the SCA Agreement into a trust for the benefit of
XLFA and/or XLCA until such time as an agreement between XLCA and the CDS Counterparties is reached, and
thereafter the trust will act for the benefit of the CDS Counterparties. To the extent that the required regulatory
approvals for the transfer are not received prior to such closing, the SCA Shares will be deposited into escrow pending
the transfer. Upon any such deposit into escrow, we will irrevocably disclaim any and all voting, economic or other
rights with respect to the SCA Shares.

As part of the transaction, the CDS Counterparties will provide releases to us and SCA.

We and SCA have obtained approval from the New York State Insurance Department ( NYID ) for the SCA Agreement
and each of the commutations to which XLRA or XLCA is a party. SCA has also obtained applicable approvals from
the Bermuda Monetary Authority ( BMA ), the Delaware Insurance Department and other regulators.

In addition to customary closing conditions, the SCA Agreement is conditioned on the commutation by SCA of the
Amended and Restated Master Facultative Reinsurance Agreement, dated November 3, 1998, between Financial

Security Assurance, Inc. ( Financial Security ) and XLFA, and all individual risk cessions thereunder. As a result of this
commutation, our guarantee of XLFA s obligations thereunder (the Financial Security Guarantee ) will no longer have
any force or effect. On July 28, 2008, SCA announced that it had entered into an agreement with Financial Security to
commute such agreement simultaneously with the closing of the SCA Agreement.

10
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The closing of the SCA Agreement is also conditioned upon the termination of eight Merrill Lynch International

( Merrill Lynch ) asset backed security collateralized debt obligation credit default swaps entered into between Merrill
Lynch and SCA. On July 28, 2008, SCA announced that it had entered into an agreement with Merrill Lynch to
terminate such agreements simultaneously with the closing of the SCA Agreement.

S-4
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The closing of the SCA Agreement is also conditioned upon the successful completion of these offerings. It is
expected that the closing of the transactions under the SCA Agreement will occur immediately following the closing
of these offerings.

See Description of the SCA Agreement and for a discussion of SCA's current financial condition, Risk Factors There is
a possibility that the SCA Agreement and the related commutations and releases could be challenged or that we could

be subject to litigation as a result of the SCA Agreement. Any such challenge could have a material adverse effect on

our financial condition, results of operations and/or liquidity or the market price of our securities.

Second Quarter Results

For the quarter ended June 30, 2008, we recorded net income available to ordinary shareholders of $237.9 million as
compared to $544.5 million for the quarter ended June 30, 2007. The key elements are as follows:

A solid
underwriting
performance
with gross
written
premiums for
the quarter of
$1,947.5
million, a
reduction of
12.7% from
the prior year
quarter which
included
gross written
premiums of
$52.0 million
from SCA.
Gross written
premiums for
the current
quarter
included
$1,388.8
million from
the Insurance
segment and
$397.5
million from
the
Reinsurance
segment
compared
with $1,417.9
million and
$526.3

12



million in the
prior year
quarter. The
loss ratio for
the quarter
was 62.2%
with a
combined
ratio of
92.3% as
compared to
56.9% and
86.3%,
respectively,
in the prior
year quarter.
The results
for the
current
quarter
benefited
from
favorable
prior year
development
of $182.6
million but
were
adversely
affected by
$98.1 million
of natural
catastrophe
losses. In the
prior year
quarter there
was favorable
prior year
development
of $124.1
million offset
in part by
$30.0 million
of natural
property
catastrophe
losses.
Further
details of the
performance
of the
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operating
segments are
set out below.

A charge of
$82.4 million
arising from
guarantee and
reinsurance
agreements
with SCA.
This
comprised
$22.7 million
in respect of
the XLRA
Master
Facultative
Agreement,
$3.7 million
for the
unwinding of
the
discounted
loss reserves
in respect of
the Excess of
Loss
Agreement
and $56.0
million in
respect of the
XLFA
Guarantee.

A
contribution
of $28.2
million from
the Life
Operations
segment and
a contribution
of $6.2
million from
the Other
Financial
Lines
segment
compared
with
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contributions
of $24.7
million and
$6.8 million,
respectively,
in the prior
year quarter.

Net
investment
income from
P&C
operations,
excluding
investment
income from
structured
products, was
$298.1
million as
compared to
$323.0
million in the
prior year
quarter. Net
investment
income from
P&C
structured
products was
$25.1 million
as compared
to $31.0
million in the
prior year
quarter. Both
reductions
were caused
principally by
lower
average
yields for the
period. There
was a net loss
of $20.4
million from
investment
affiliates as
compared to
a profit of
$67.0 million
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in the prior
year quarter
and net
income from
investment
manager
affiliates of
$1.7 million
compared to
$43.9 million
in the prior
year quarter.
Both results
reflected the
difficult
market
conditions
during the
period.

Net income
from
financial and
operating
affiliates,
excluding the
SCA related
charges noted
above, was
$11.7 million
as compared
to a loss of
$2.2 million
in the prior
year quarter.

There were
net realized
gains of $2.0
million in the
quarter
arising from
our
investment
portfolio
including a
charge of
$47.7 million
for other than
temporary
impairments.
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In the prior
year quarter,
we recorded
net realized
gains of
$18.3
million. The
2007 total
included a
gain of $81.3
million on the
sale by us of
shares of
SCA.

Operating
expenses for
the quarter
were $298.3
million as
compared to
$306.6
million in the
prior year
quarter. The
expense for
the current
quarter was
lower than
the prior year
quarter
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principally due
to the
inclusion in
the prior year
quarter of
$19.5 million
of expenses
relating to
SCA from the
time that it was
a subsidiary.
The underlying
increase in
operating
expenses was
caused
principally by
$17.0 million
arising from
the US Dollar
being weaker
than in the
prior year
quarter,
professional
fees of $10.9
million
incurred in
connection
with our
negotiations
with SCA and
$9.5 million of
expenses from
the XL GAPS
business that
was acquired
in the fourth
quarter of
2007. These
items were
offset in part
by lower
accruals for
performance
based
compensation.
For the first half of 2008, net income available to ordinary shareholders was $449.7 million as compared to $1,094.3
million in the prior year period.
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Our ordinary shareholders equity at June 30, 2008 was $7.77 billion, a reduction of $486.2 million from $8.26 billion
at March 31, 2008. This reduction reflected the net income for the quarter offset by an increase of $686.3 million in
unrealized losses within the investment portfolio, caused principally by interest rate increases in the quarter. Book
value per ordinary share at June 30, 2008 was $43.39.

Segment Highlights Second quarter 2008 versus second quarter 2007
Insurance

Gross and net premiums written decreased by 2.1% and 1.8%, respectively, during the three months ended June 30,
2008 compared with the three months ended June 30, 2007. Gross premiums written decreased as a result of continued
decreases in premium rates across most lines of business as market conditions continued to soften, selective
non-renewals and decreases in new business within certain specialty lines including professional, environmental and
aerospace lines of business. To date we have seen limited lost renewals from recent rating actions, largely limited to
U.S. professional lines as noted above. Partially offsetting these decreases was growth in certain lines of business
where we have expanded our operations recently and by favorable foreign exchange rate movements of $43.1 million.
Net premiums written decreased as a result of the factors noted above affecting gross premiums written.

Net premiums earned decreased by 3.3% in the three months ended June 30, 2008 compared with the three months
ended June 30, 2007. The decrease resulted primarily from the earn-out of overall lower net premiums written in the
past twelve months including decreases in professional, aerospace, programs and marine lines of business, partially
offset by growth in excess and surplus lines as well as certain property lines of business.

The loss ratio was 64.2% and the combined ratio was 94.0% compared to 62.6% and 90.6%, respectively, in the prior
year quarter. The current quarter results included favorable prior year development of $99.7 million (or 9.8 loss ratio
points) and $59.9 million (or 5.9 loss ratio points) from natural catastrophe loss activity in the quarter. The prior year
quarter included $43.7 million (or 4.2 loss ratio points) of favorable prior year releases and $20.0 million (or 1.9 loss
ratio points) from natural catastrophe loss activity. In addition, the 5 point increase in standard professional lines loss
ratio initiated in the first quarter of 2008 related to sub-prime loss activity on the 2008 report year had a 1.3 point
impact on the segment loss ratio in the second quarter of 2008.

Reinsurance

Gross and net premiums written during the three months ended June 30, 2008 decreased by 24.5% and 31.2%,
respectively, as compared to the second quarter in 2007. These decreases resulted from softening market conditions
and us declining certain business where market rates were below our acceptable underwriting return levels, together
with increased retentions by clients. For the three months ended June 30, 2008, premium rate decreases were most
significant in non-U.S. property lines of business as well as U.S. casualty lines. Up to June 30, 2008, the negative
impact on gross premiums written as a result of rating agency actions was limited. Since that date,

S-6
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some ceding companies have taken actions placing limitations on the amount of new and/or renewal business that they
will cede to us. The overall impact of these actions has, to date, been limited. We anticipate that many of these
companies will remove these limitations after the SCA Agreement closes and our financial strength ratings are
clarified. Net premiums written reflect the above changes in gross premiums written combined with a reduction in
ceded premiums in the three months ended June 30, 2008 as compared to the same period in 2007. Ceded premiums
written decreased as a result of property catastrophe cessions to Cyrus Re II in 2008 being 10% as compared to
cessions of 35% to Cyrus Re throughout 2007. This reduction has been offset by ceded premiums totaling $23.3
million associated with the purchase of an additional catastrophe loss protection including industry loss warranty
covers in the second quarter of 2008.

Net premiums earned in the second quarter of 2008 decreased 18.0% as compared to the second quarter of 2007. This
decrease was a reflection of the overall reduction of net premiums written over the last 24 months, partially offset by
the impact of favorable foreign exchange rate movements.

The loss ratio was 58.1% and the combined ratio was 89.0% in the three months ended June 30, 2008 compared to
46.8% and 78.4%, respectively, in the prior year quarter. The current quarter results included favorable prior year
development of $82.9 million (or 16.9 loss ratio points) and $38.2 million (or 7.8 loss ratio points) from natural
catastrophe loss activity in the quarter. Additionally, there was $14.6 million (or 3.0 loss ratio points) of activity
arising from certain property risk and catastrophe losses impacting three structured products transactions. The prior
year quarter included $80.4 million (or 13.4 loss ratio points) of favorable prior year releases and $10.0 million (or 1.7
loss ratio points) from natural catastrophe loss activity.

Life Operations

Gross written premiums for the life operations were $161.2 million during the three months ended June 30, 2008 as
compared to $235.0 million in the prior year quarter which included a single premium for $94.6 million. The
contribution for the quarter was $28.1 million as compared to $24.7 million in the prior year quarter, the increase
arising principally from higher investment income, caused in part by foreign exchange rate fluctuations.

Other Financial Lines

The other financial lines segment recorded a contribution of $6.2 million during the three months ended June 30, 2008
as compared to a contribution of $6.8 million in the prior year quarter. During the quarter, $778 million of funding
agreements matured and the outstanding deposit liabilities in respect of this business at June 30, 2008 were $1,058
million. The lower income in the quarter arising from lower underlying balances was offset mostly by reduced
operating expenses.

In the prior year quarter, SCA was a separate segment until the effective date of the secondary sale by us of shares in
SCA. This sale reduced our interest in SCA from 63% to 46% and, following that sale, SCA was accounted for as an
affiliate rather than as a consolidated subsidiary. The contribution from SCA as a subsidiary in the prior year quarter
was $14.4 million. The income statement impact of all transactions with SCA subsequent to the June 6, 2007 sale
have been included in net (loss) income from operating affiliates.

Dividend Reduction and Declaration of Dividend

On July 28, 2008, we announced that our Board of Directors had approved a reduction in the quarterly dividend
payable on our Class A Ordinary Shares to $0.19 per ordinary share, beginning with the next quarterly dividend. In
line with that reduction, the Board of Directors declared a quarterly dividend, of $0.19 per ordinary share payable on
September 30, 2008 to ordinary shareholders of record as of September 12, 2008. See Price Range of Ordinary Shares
and Dividends.

20



Edgar Filing: XL CAPITAL LTD - Form 424B5
S-7

21



Edgar Filing: XL CAPITAL LTD - Form 424B5

Ratings

In June 2008, Moody s Investor Services, Inc. ( Moody s ) affirmed the A1l financial strength rating of our principal
insurance and reinsurance subsidiaries; however, Moody s provided a Negative outlook with regards to these ratings as
a result of further stress on our capital and financial flexibility resulting from the downgrades at SCA in the first six
months of 2008 and uncertainty surrounding reinsurance and agreements with SCA.

Consistent with the ratings actions noted above, Standard and Poor s ( S&P ), in July 2008, placed the A+ financial
strength rating of our leading property and casualty operating companies on CreditWatch with negative implications .
As well, in June 2008, Fitch Ratings ( Fitch ) placed the A+ financial strength rating of our leading property and
casualty operating subsidiaries on Rating Watch Negative.

Additionally, as relates to the S&P and Moody s rating actions, further concerns were expressed relating to our
investment portfolio and the underlying exposure to structured mortgage securities.

Based on the announcements relating to the SCA Agreement and these offerings, if successful, it is management s
expectation that our financial strength and debt ratings will ultimately be affirmed at their current levels, though we do
expect that some of the rating agencies will maintain or assign a negative outlook to us.

Exercise of Put Right

We intend to exercise a put option, which we refer to as the Put Option Exercise, under the terms of the Put Option
Agreement, dated as of July 11, 2003, which we entered into in connection with our Mangrove Bay contingent capital
transaction. Pursuant to the Put Option Exercise, we will issue 20,000,000 Series C preference ordinary shares to the
trust in return for approximately $500 million in cash. We anticipate exercising this option such that we receive such
proceeds concurrently with the closing of these offerings or shortly thereafter.

Redemption of X.L. America Notes

Concurrently with the closing of the offerings, we intend to call for redemption all $255 million aggregate principal
amount of X.L. America, Inc. s outstanding 6.58% Guaranteed Senior Notes due 2011, which we refer to as the X.L.
America Notes Redemption. The redemption price, including applicable premiums and accrued interest, will be
approximately $283 million. In connection with this redemption, we expect to record an additional charge of
approximately $21.8 million in the quarter ending September 30, 2008, as a result of a make-whole provision
contained in the agreement governing the Senior Notes.

Executive Management Changes
On July 28, 2008 we announced executive management changes as detailed below:

Henry C.V. Keeling, Executive Vice President and Chief Operating Officer, will retire effective August 1, 2008. As a
result of Henry s decision to retire, the role of the Chief Operating Officer will be eliminated.

Michael C. Lobdell will leave his current position of Executive Vice President and Chief Executive of Global
Business Services, effective August 31, 2008. We now intend to realign the majority of Global Business Services

within the business operations and the current executive structure will no longer be required.

Fiona Luck, Executive Vice President and Chief of Staff, will become Special Advisor to the CEO, based in Bermuda
and London and with a reduced time commitment. She will step down

S-8

22



Edgar Filing: XL CAPITAL LTD - Form 424B5

23



Edgar Filing: XL CAPITAL LTD - Form 424B5

from her current role and the senior leadership group on August 1, 2008, at which time the role of Chief of Staff will
be eliminated.

Susan Cross, Global Chief Actuary, will join the senior leadership group with immediate effect.

In addition, consistent with our commitment to enhancing enterprise risk management, efforts continue to identify and
appoint a new Chief Enterprise Risk Officer.

In late October 2007, we announced that Mr. Brian O Hara, our President and Chief Executive Officer ( CEO ), had
informed our Board of Directors of his decision to retire as President and CEO in mid-2008. Accordingly, the Board
of Directors implemented a CEO succession plan including the authorization of a Succession Committee to lead the
new CEO selection process. On March 17, 2008, we announced that Mr. Michael S. McGavick would replace Mr.

O Hara as our CEO and Mr. McGavick assumed the role of CEO effective as of May 1, 2008. To provide continuity
during the transition, Mr. O Hara has agreed to serve as Chairman of our Board during the final year of his current
term on the Board, which expires at the 2009 Annual Meeting of Shareholders.

Performance Option Awards

On July 25, 2008, following approval of the compensation committee, our board of directors approved the issuance of
grants to employees of options to purchase, in the aggregate, approximately 2,825,000 ordinary shares under our
Amended and Restated 1991 Performance Incentive Program. The options grant includes options to purchase 50,000
shares for Brian W. Nocco, our Chief Financial Officer, and options to purchase 100,000 shares for James H. Veghte,
our Chief Executive of Reinsurance Operations. The option grants are intended to be in lieu of a portion of the
grantees regular incentive compensation for 2008. The date of grant of the options will be the date that is ten trading
days following the date of pricing of this offering (and subject to closing of the offering). The exercise price per share
of the options will be the closing sales price per share of our ordinary shares on the New York Stock Exchange on the
date of grant. In the case of options granted to members of our senior leadership group, the options will be scheduled
to vest on the date that is the later of three years from the date of grant or the date upon which the closing price of the
ordinary shares on the New York Stock Exchange has equaled or exceeded 130% of the option exercise price for a
period of at least ten consecutive trading days. In the case of options granted to other employees, the options will be
scheduled to cliff vest on the third anniversary of the date of grant.

Other Initiatives

We are exploring strategic opportunities related to our Life Reinsurance operations and, following the offerings, plan
to focus exclusively on our core P&C Insurance and Reinsurance businesses. In addition, we will take actions during
the remainder of 2008 to eliminate approximately $110 million to $120 million from our run rate operating expenses
from 2009 onwards, thereby reducing our expense base by approximately $70 million from 2008 levels. As a result of
this, we expect to record a charge of between $50 million to $60 million in the remainder of 2008.

We also announced the launch of a five-year operational transformation program for XL Insurance. The
transformation of XL Insurance s operating systems will result in the consolidation of multiple business processes and
technology systems into a unified global architecture. In addition, the transformation will enhance key business
functions through advanced technology for global claims, new underwriting and policy administration for most U.S.
policy volume, strategic and operational management information, technical accounting and reinsurance
administration. Accenture, the global management consulting, technology services and outsourcing company, will
provide business consulting and technological services under a multi-year contract.
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THE OFFERINGS

XL Capital Ltd

ordinary shares.

units. See  Description of Equity Security Units below.

ordinary shares.

The number of Class A Ordinary Shares to be outstanding after these offerings is based on
approximately 179,064,757 ordinary shares outstanding as of July 21, 2008 and includes the
8,000,000 restricted ordinary shares to be issued to SCA in connection with the SCA Agreement.
The number excludes (i) 8,990,203 ordinary shares that may be issued upon exercise of vested
options and (ii) ordinary shares issuable upon settlement of the units being offered hereunder and
the settlement of our currently outstanding equity security units. This number assumes that the
underwriters option to purchase additional ordinary shares is not exercised. If the option to
purchase additional ordinary shares is exercised in full, we will issue and sell an additional
ordinary shares. For a more complete description of our ordinary shares, see Description of XL
Capital Ordinary Shares in the accompanying prospectus.

We estimate our net proceeds from the offering of ordinary shares, assuming no exercise of the
overallotment option, after deducting underwriting discounts and commissions and estimated
offering expenses, to be approximately $ billion. We estimate our net proceeds from the
offering of units, assuming no exercise of the overallotment option, after deducting underwriting
discounts and commissions and estimated offering expenses, to be approximately $ million.

We expect that the aggregate gross proceeds from both offerings will be approximately $2.5
billion.
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We intend to use net proceeds from the offerings, together with the approximately $500 million of net
proceeds from the Put Option Exercise, to pay $1.775 billion to SCA as part of the SCA Agreement
and to pay approximately $283 million for the X.L. America Notes Redemption, with the remainder
of the net proceeds being used for general corporate purposes, including, without limitation, capital
funding of certain of our subsidiaries.

We currently intend to use the proceeds from the settlement of the purchase contracts to repay other
debt as soon as practicable following such settlement, and we have agreed not to use such proceeds to
repurchase ordinary shares. See Use of Proceeds in this prospectus supplement.

Ordinary Shares XL

Units XLPrY

Our Articles of Association provide that our Board shall decline to register a transfer of shares if it
appears that the effect of such transfer would be to increase the number of shares owned or controlled
by any person to 10% or more of any class of voting shares of XL Capital Ltd, the total issued shares
of XL Capital Ltd or the voting power of XL Capital Ltd. Our Articles of Association also restrict the
voting power of any shareholder to less than approximately 10% of the total voting power. You
should be aware of these limitations as you consider an investment in the ordinary shares or the units,
as you will not be able to purchase either ordinary shares or units in this offering that would result in
your ownership exceeding such 10% threshold. See Risk Factors Risks Relating to our Ordinary
Shares. Ownership of the units by a U.S. person may cause such person to be treated for U.S. federal
income tax purposes as the owner of our ordinary shares prior to the purchase contract settlement
date. In addition, if an investor acquires 10% or more of our ordinary shares, such investor may,
under certain circumstances, become subject to taxation for such investor s pro rata share of our
income. For purposes of interpreting the voting restrictions in our Articles of Association, we intend
to treat the ordinary shares issuable upon settlement of a purchase contract underlying a unit as
currently owned by the holder of that unit. See Risk Factors Risks Related to Taxation If an investor
acquires 10% or more of XL Capital Ltd s ordinary shares, it may be subject to taxation under the
controlled foreign corporation (the CFC )rules. Moreover, the ownership of 10% or more of our
ordinary shares may give rise to a requirement by such 10% holder to make certain filings disclaiming
an intent to control with applicable insurance regulatory departments.
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An investment in the ordinary shares or units involves certain risks that you should carefully evaluate
prior to making an investment in the ordinary shares or units. In particular, you should evaluate the
specific risk factors under Risk Factors beginning on page S-27 of this prospectus supplement and the
disclosure contained in the documents incorporated by reference into this prospectus supplement and the
accompanying prospectus for a discussion of certain risks involved with an investment in the ordinary
shares or units.
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DESCRIPTION OF EQUITY SECURITY UNITS

What are the equity security units?

Each equity security unit, which we refer to as a unit, will initially consist of and represent:

(1) a
purchase
contract
pursuant
to which:

you will
agree to
purchase,
and we will
agree to sell,
for $25, a
number of
our ordinary
shares on
August 15,
2011 (the
stock
purchase
date ) to be
determined
based on the
average
trading price
of our
ordinary
shares for a
20
trading-day
period
ending on
the third
trading day
immediately
preceding
that date,
calculated in
the manner
described
below or, if
we have
previously
fixed the
settlement



rate as a
result of an
accounting
event (as
defined
below), the
fixed
number of
shares to be
determined
as described
below; and

we will pay
you contract
adjustment
payments on
a quarterly
basis at the
annual rate
of % of the
stated
amount of
$25, subject
to our right
to defer such
payments, as
specified
below; and

(2) al1/40, or

2.5%,
ownership
interest in a
se