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Pricing Down Approximately 15 Percent;
Outlook for Florida Renewals on June 1, 2008

Florida property-catastrophe risk-adjusted pricing is expected to decline by about 15 percent
on average at June 1 renewals. A competitive reinsurance market and the absence of major
insured losses are driving this trend. While disasters are not in short supply, none has had a
market-changing impact.

Hurricane season starts June 1, with the state-run Florida Hurricane Catastrophe Fund (FHCF)
providing reinsurance property-catastrophe cover. Private reinsurers tend to renew programs at
this time as well, allowing carriers to coordinate FHCF and private coverage. Within the averages,
some interesting patterns appear to be emerging for some sub-groups. Firm order terms (FOTSs)
were considerably below quotes, reflecting the economic power of cedents in a soft market.

Florida — Risk Adjusted Pricing
2008 Orders (to date) as Compared to 2007 Orders
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FHCF — Florida Hurricane Catastrophe Fund is the reinsurance program run by the state of Florida.
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The FHCF continues to play an important role in most companies’ overall reinsurance programs,
and price decreases have been more dramatic for higher layers attaching above the FHCF. This
results largely from reinsurers’ preference for more remote exposures. FOTs for lower layers (sit-
ting below the FHCF) dropped 7 percent to 10 percent relative to June 1, 2007 renewals. Middle
layers, usually placed alongside the FHCF, saw decreases of 12 percent to 15 percent, while
FOTs for higher layers declined by 18 percent to 25 percent relative to last year.

A number of smaller Florida-only writers had significant portfolio increases in 2007. In several
cases, total private reinsurance premiums were reduced, despite the increased exposures. At the
other end of the spectrum, national writers are continuing to reduce their Florida portfolios, freeing
up capacity for smaller players.

Citizens, the insurer of last resort in Florida, entered the reinsurance market in 2008, adding a
limit USD446 million to overall demand. This proposed purchase is not large enough to absorb the
excess capacity in the reinsurance market. The FHCF is reviewing measures to increase its liquid-
ity. This could lead to a purchase of reinsurance, but probably would not impact current renewals.
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Guy Carpenter & Company, LLC is the world’s leading risk and reinsurance specialist and a part of the Marsh & McLennan Companies.
Guy Carpenter creates and executes reinsurance solutions and makes available capital market solutions* for clients worldwide through
2,600 professionals across the globe. The firm’s full breadth of services includes 16 centers of excellence in Accident & Health, Agriculture,
Alternative Risk Transfer, Environmental, General Casualty, Investment Banking*, Life & Annuity, Marine & Energy, Professional Liability,
Program Manager Solutions, Property, Retrocessional, Structured Risk, Surety, Terror Risk, and Workers Compensation. GCFac®, Guy
Carpenter’s dedicated global facultative reinsurance unit, provides the placement strategies, information and timely market access that are
critical to obtaining strategic facultative reinsurance. 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.

*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. Advice on securities or investments in the European Union is provided through GC Securities Ltd., authorized and regulated by the
Financial Services Authority. Reinsurance products are placed through qualified affiliates of Guy Carpenter. MMC Securities Corp., GC
Securities Ltd. and Guy Carpenter are affiliates owned by Marsh & McLennan Companies.

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.

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.
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