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EXECUTIVE SUMMARY

The January 1, 2014 renewal saw rates on line (ROLS) fall significantly in nearly all
regions and business segments as relatively low loss experiences, strong balance sheets
and an influx of capital spurred competition and innovation in the reinsurance market. This
culminated in a marketplace focused on meeting individual client needs as reinsurers
reacted to the challenge posed by alternative markets and alternative markets, in turn,
sought to deliver unique solutions. Insurers also looked to capitalize by adapting their
buying strategies and prioritizing their risk transfer goals.

2014 Renewal Spurs Innovation

Guy Carpenter’s Global Property Catastrophe Reinsurance ROL index fell by 11
percent at the renewal. Much of this was driven by 15 percent decline in the United
States while property catastrophe pricing in Continental Europe and the United
Kingdom also came under pressure, with rates falling by 10 percent and 15 percent,
respectively. The Asia Pacific region also saw pricing fall. Indeed, it was the first
renewal in over a decade where all major territories saw pricing move in the same
direction, with some isolated exceptions including Canada, Germany and Denmark.

Softening market conditions also spilled into other business segments. Price
movements across non-catastrophe business showed a general trend of decline as
reinsurers deployed more capacity into these lines. Casualty pricing was generally flat
to down.

In responding to the call for innovation, many reinsurers offered more tailored
coverage at January 1, 2014, utilizing options such as aggregate and quota share
cover, multi-year arrangements, extended hours clauses, better reinstatement
provisions and early signing opportunities at reduced pricing. Expanded coverage for
terrorism and cyber risks was also offered. Many buyers retained the bulk of their
traditional coverage at the renewal as a result.

Market Drivers

The decline in pricing was driven by a combination of factors, including strong
competition from capital markets and abundant capacity. Manageable loss experience
in 2013 (with global insured losses limited to approximately USD40 billion) also
bolstered carriers’ results and added to the sector’s excess capital position. Indeed,
Guy Carpenter estimates dedicated sector capital remained at near record levels
having risen marginally to USD322 billion at year-end 2013. All of this meant
reinsurance supply often outstripped insurer demand.
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Opportunities for Growth

Innovation in general, and new product generation specifically, are likely to drive
future sector growth. Despite the sustained challenges of modest economic and
premium growth, low investment returns, higher long-term catastrophe loss trends
and early indications that reserve redundancies may soon run out, Guy Carpenter
believes profitable growth opportunities can be created by utilizing the surplus
capacity in the marketplace to provide cover for risks that are currently uninsured. By
focusing on innovation and providing solutions that expand insurance coverage,
whether through narrowing the gap between economic and insured losses for
catastrophe risks, increasing insurance penetration in new high growth economies or
creating innovative new products to provide protection for emerging risks, risk carriers
can exploit these opportunities and successfully grow their business in the current
environment.
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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; excess and umbrella; life, accident and health;
marine and energy; medical professional liability; 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
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tools that optimize the reinsurance decision-making process and help make the firm’s clients
more successful. For more information, visit www.guycarp.com.

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. With 54,000 employees worldwide and annual revenue of $12
billion, Marsh & McLennan Companies is also the parent company of Marsh, a global leader in
insurance broking and risk management; Mercer, a global leader in talent, health, retirement,
and investment consulting; and Oliver Wyman, a global leader in management consulting.
Follow Guy Carpenter on Twitter @GuyCarpenter.

*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.

Guy Carpenter is a wholly owned subsidiary of Marsh & McLennan Companies (NYSE: MMC),
a global team of professional services companies offering clients advice and solutions in the
areas of risk, strategy and human capital. With 52,000 employees worldwide and annual
revenue exceeding $10 billion, Marsh & McLennan Companies is also the parent company of
Marsh, a global leader in insurance broking and risk management; Mercer, a global leader in
human resource consulting and related services; and Oliver Wyman, a global leader in
management consulting. Follow Guy Carpenter on Twitter @GuyCarpenter.

Disclaimer

Guy Carpenter & Company, LLC provides this report for general information only. The
information contained herein is based on sources we believe reliable, but we do not guarantee
its accuracy, and it should be understood to be general insurance/reinsurance information
only. Guy Carpenter & Company, LLC makes no representations or warranties, express or
implied. The information is not intended to be taken as advice with respect to any individual
situation and cannot be relied upon as such. Please consult your insurance/reinsurance
advisors with respect to individual coverage issues.

Statements concerning tax, accounting, legal or regulatory matters should be understood to be
general observations based solely on our experience as reinsurance brokers and risk
consultants, and may not be relied upon as tax, accounting, legal or regulatory advice, which
we are not authorized to provide. All such matters should be reviewed with your own qualified
advisors in these areas.

Readers are cautioned not to place undue reliance on any historical, current or forward-
looking statements. Guy Carpenter & Company, LLC undertakes no obligation to update or
revise publicly any historical, current or forward-looking statements, whether as a result of new
information, research, future events or otherwise.

This document or any portion of the information it contains may not be copied or reproduced in
any form without the permission of Guy Carpenter & Company, LLC, except that clients of Guy
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Carpenter & Company, LLC need not obtain such permission when using this report for their
internal purposes.

The trademarks and service marks contained herein are the property of their respective owners.
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