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The Hurricane Seasons that Changed the Insurance Industry: Guy Carpenter Series 
Details Impact of Landmark 2004 & 2005 Hurricane Seasons 

Part One of Series Examines Impact of 2004 Season on Claims, Catastrophe Modeling and Florida 
Hurricane Catastrophe Fund 

 
New York, September 9, 2014 – Guy Carpenter & Company, LLC, the leading global risk and reinsurance 
specialist and a wholly owned subsidiary of Marsh & McLennan Companies (NYSE: MMC), today released 
Part One of a two-part series report detailing a ten-year retrospective on the 2004 and 2005 Atlantic Hurricane 
Seasons - two landmark years that were not only significant for their weather events, but for their lasting effects 
on the (re)insurance industry. The report examines the meteorological conditions that contributed to the 
weather activity characterizing both hurricane seasons, as well as the impact on underwriting and claims 
adjusting practices, cat modeling, and the Florida Hurricane Catastrophe Fund (FHCF).  
 
“The 2004 and 2005 Atlantic Hurricane Seasons brought hurricanes to the forefront of discussions in the 
media, the scientific community, and especially in the insurance industry,” said Sherry Thomas, Head of 
Catastrophe Management - Americas. “In many ways, this brief period of time reshaped our understanding of 
the hurricane threat and our approach to risk management.”  
 
2004: A Landmark Atlantic Hurricane Season  
 
The 2004 Atlantic hurricane season produced nine hurricanes in the North Atlantic Basin, five of which made 
US landfall and four of which - Charley, Frances, Ivan and Jeanne - rendered severe impacts to the state of 
Florida.  
 
The most destructive storm was Hurricane Ivan, which reached Category 5 strength on three separate 
occasions and brought extensive damage to the Pensacola region of Florida, including extensive beach 
erosion and severe damage to beachfront homes. Offshore oil and natural gas production was also disrupted 
for more than four weeks.  
 
Impact to the (Re)Insurance Industry  
 
The 2004 hurricane season saw four of the top 25 costliest storms for the mainland US between 1949 and 
2012, according to adjusted Property Claim Services® (PCS®) loss statistics. With the largest impact to 
residential and commercial property owners, the oil and gas industries, and the (re)insurance sector, the 2004 
season resulted in over $32 billion dollars (adjusted to 2014 levels) in insured losses.  
 
Claims and Deductible Practices 
It is estimated that one out of every five residential structures in Florida sustained damage during the 2004 
hurricane season and certain locations were hit multiple times before insurance companies were able to safely 
send claims adjusters out to assess the damage. As a reaction to this atypical and costly series of events, the 
state of Florida passed legislation that reimbursed homeowners using funds from the Florida Hurricane 
Catastrophe Fund (FHCF) cash balance for multiple deductibles applied for two or more hurricanes in a single 
season, which effectively made policy deductibles aggregate.  
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Impact to the Catastrophe Models 
In mid-2005, a catastrophe model vendor incorporated the option for users to apply aggregate demand surge 
to catastrophe modeling runs, as opposed to demand surge applied on a single occurrence basis. The model 
now allowed the user to consider additional cost inflation due to competition for labor and materials to repair 
damages from multiple events. This option was largely adopted by the industry and eventually the vendor 
phased out the original single-occurrence demand surge, leaving aggregate demand surge as the only option 
in their model which is still currently in existence.  
 
“The 2004 hurricane season spurred an increased focus on aggregate losses and changed the way in which 
the industry manages multiple storms in a single season,” said Susan Denike, Managing Director. “Although 
extremely significant, the initial changes to catastrophe models were fairly limited in both scope and impact to 
loss estimates. It was the collision of the back-to-back events of the 2004 and 2005 hurricane seasons that 
revolutionized the catastrophe management space.”  
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About Guy Carpenter  
Guy Carpenter & Company, LLC is a global leader in providing risk and reinsurance intermediary services. 
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; cyber solutions; excess and 
umbrella; excess and surplus lines; healthcare & life; marine and energy; mutual insurance companies; political 
risk and trade credit; professional liability; property; retrocessional reinsurance; surety; terrorism and workers 
compensation. GC Fac® 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, GC Analytics®** utilizes industry-leading quantitative skills and modeling tools that optimize the 
reinsurance decision-making process and help make the firm’s clients more successful. For more information, 
visit www.guycarp.com and follow Guy Carpenter on Twitter @GuyCarpenter. 
 
Guy Carpenter is a wholly owned subsidiary of Marsh & McLennan Companies (NYSE: MMC), a global 
professional services firm offering clients advice and solutions in the areas of risk, strategy, and human capital. 
Marsh is a global leader in insurance broking and risk management; Mercer is a global leader in talent, health, 
retirement, and investment consulting; and Oliver Wyman is a global leader in management consulting. With 
annual revenue exceeding $12 billion, Marsh & McLennan Companies' 55,000 colleagues worldwide provide 
analysis, advice, and transactional capabilities to clients in more than 130 countries. The Company prides itself 
on being a responsible corporate citizen and making a positive impact in the communities in which it operates. 
Visit www.mmc.com for more information. 
 
*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/NFA/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. (MMCSEL), which is authorized and regulated by the Financial Conduct Authority, main office 25 The North Colonnade, 
Canary Wharf, London E14 5HS. 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. **GC Analytics is a registered mark with the U.S. Patent and Trademark Office. 
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