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M&A Appetite Remains Strong among Program Administrators and
General Agents, According to Guy Carpenter Survey

New York, October 26, 2009

Program administrators and managing general agents (PAs/MGAS) remain interested in growth
through acquisition in order to accelerate top-line growth and capture market share, according
to Guy Carpenter & Company, LLC’s Fifth Annual Specialty Insurance Program Issuing Carrier
Survey. 72 percent of respondents to this year’s survey of PAs and MGAs indicated an interest
in growing through acquisition, up slightly from 70 percent in 2008.

ACQUISITION TARGETS BY TYPE

¢ Fifty-nine percent of respondents to the survey expressed an interest in acquiring other
PAs/MGAs, while 44 percent would prefer to acquire carriers. Both figures showed five
percent increases since the 2008 survey.

¢ Interest in wholesalers, on the other hand, has decreased, with only 13 percent of
respondents targeting them this year, compared to 23 percent in 2008.

e Five percent of respondents to the 2009 survey are considering acquiring third-party
administrators, while the 2008 survey indicated little to no interest in this segment.

FUNDING SOURCES

e To fund acquisitions, the majority of respondents plan to use company funds to make
acquisitions (56 percent, compared to 54 percent in the 2008 survey), though company
stock also remains a popular source (23 percent).

e The use of institutions as funding sources for M&A has declined sharply in 2009, largely
as a result of the worldwide financial crisis. In 2008, 27 percent of respondents indicated
an interest in working with private equity partners, while another eight percent listed
banks as a financing source. This year, the same sources only garnered only three
percent and five percent, respectively.

QUOTE

John Barrows, Program Manager Solutions Specialty Practice, Guy Carpenter &
Company, LLC

“Because this is a relatively mature segment of the insurance industry, growth through
acquisition or merger remains one of the key methods for achieving growth and building a larger
book of business. This trend has been further spurred by the downward pricing trends we have
witnessed, coupled with the general lack of significant top- and bottom-line growth. In what is
currently a buyer’s market for insurance, M&A activity among PAs and MGAs merits close
attention for the remainder of the year as we move into 2010.”
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About Guy Carpenter

Guy Carpenter & Company, LLC is the world’s leading risk and reinsurance specialist and a
part of the Marsh & McLennan Companies. With over 50 offices worldwide, Guy Carpenter
creates and executes reinsurance solutions and delivers capital market solutions* for clients
across the globe. The firm’s full breadth of services includes line of business expertise in
Agriculture; Aviation; Casualty Clash; Construction and Engineering; Excess and Umbrella;
Life, Accident and Health; Marine; Medical Professional Liability; Political Risk and Trade
Credit; Professional Liability; Property; Retrocessional Reinsurance; Surety; Terrorism and
Workers Compensation. GCFac® is Guy Carpenter’s dedicated global facultative reinsurance
unit that provides placement strategies, timely market access and centralized management of
facultative reinsurance solutions. In addition, Guy Carpenter’s Instrat® unit utilizes industry-
leading quantitative skills and modeling tools that optimize the reinsurance decision-making
process and help make the firm’s clients more successful. Guy Carpenter’s website address
iS www.guycarp.com.

Guy Carpenter’s intellectual capital website, www.GCCapitalldeas.com, leverages blog
technology, including Real Simple Syndication (RSS) feeds and searchable category tags, to
deliver Guy Carpenter’s latest research as soon as it is posted. In addition, articles can be
delivered directly to BlackBerrys and other handheld devices.

* Securities or investments, as applicable, are offered in the United States through GC
Securities, a division of MMC Securities Corp., a US registered broker-dealer and member
FINRA/SIPC. Main Office: 1166 Avenue of the Americas, New York, NY 10036. Phone:
(212) 345-5000. Securities or investments, as applicable, are offered in the European Union
by GC Securities, a division of MMC Securities (Europe) Ltd., which is authorized and
regulated by the Financial Services Authority. Reinsurance products are placed through
qualified affiliates of Guy Carpenter & Company, LLC. MMC Securities Corp., MMC
Securities (Europe) Ltd. and Guy Carpenter & Company, LLC are affiliates owned by Marsh
& McLennan Companies. This communication is not intended as an offer to sell or a
solicitation of any offer to buy any security, financial instrument, reinsurance or insurance
product.
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