Instrat®

Guy Carpenter’s Natural Catastrophe Analytical
Solutions in Central and Eastern Europe

Central and Eastern Europe is a region of growing importance for the
Insurance community due to its strengthening economies, increasing
exposure values and steady growth in insurance penetration. In
addition to national insurers, there 1s a growing influence of multi-
national companies in local markets. The range of natural perils
faced in Central and Eastern Europe includes diverse hazards such
as windstorm, flood, earthquake, landslide and avalanche, leading

to increasing pressure on the insurance industry to develop detailed
risk management instruments for this region. Guy Carpenter’s
analytical capabilities in Central and Eastern Europe have been
extended to match this trend, and today we can offer a range of
natural catastrophe analytical services to clients, including analyses
using third party and internally developed modelling solutions.

Analytical Solutions

FIGURE 1: COVERAGE OF
MODELLING CAPABILITIES IN
CENTRAL AND EASTERN EUROPE

Guy Carpenter’s strategy in Central and Eastern Europe is to license commercially available
catastrophe models and develop a detailed knowledge of their components in order to better
understand the model’s results. Within Instrat®, Guy Carpenter’s analysis and research
division, local analytical teams combine their market knowledge and analytical skills

with expert know-how provided by the European Model Development Team to illuminate
model details and explain results to clients. Additionally, in areas where no modelling
solution exists, we seek to develop new solutions in order to provide clients with the

results they require. Such projects may be undertaken internally within the Development
Team, or externally with a joint development partner. Internal development work and joint
development initiatives with companies such as AIR, EQECAT and RMS have helped to build

AT AN T ey AT i e Y AL
-r‘l 'II{".;":{". I i o [ 1 3 § A “! “’,‘. .-' 4 iy '(‘
H L

.! ]
4 ) 1 }
Gdansk SO 2 sy ‘/;- b Ll," s, : y
; ! \,(‘, S
f { e )
) s J
Poznan £: ' f [ ,
) | 5N : [} : 3y { j'f“;,fi;
' ‘ . ,_':]" e
Hid f PP Warsaw Bl
I'/ = \ 14, {3 . P | (I_ ( : o
3 4“\‘9 ') ,,  POLAND 4 Aot I, X e
ﬁ' w1 ~1:{/ Ty 1 ‘», RINGY Y R ¥ ('l r‘l
i 74 _“’{ : > W2 e wy e ,'_ : 'tul"{‘ 44
e Oy 0 L
\ ._ﬂ A\ % CzECH | 'L ¥y e Lo ‘\[‘ Y N ;‘_'-,’_"l{;w; vy ]
RN i REPUBLIC 7 /7 -1 ¢ ?: 1\\ (g 4_‘»;';'.;,_*; i
F o S a » SLOVAK AR ¥ RN S N )
A Car S REPUBLIC /), ':,:’ "‘. A 2 i AT i

= Bratislfva"‘""‘ © e
oF — A
3 Budapest ,’(

i

HUNGARY

ROMANIA

Bucharest

Danube
b AG4

,; ‘j :




FIGURE 2: AVAILABLE MODELS
BY PERIL AND COUNTRY IN
CENTRAL AND EASTERN EUROPE

Ongoing Development
Initiatives in Central and Eastern
Europe

up world-class expertise in model architecture and usage. The solutions currently offered in
Central and Eastern Europe include:

COMMERCIAL MODELS GUY CARPENTER MODELS

Czech Republic Earthquake/Flood/Storm —

Hungary Earthquake/Storm —
Poland — Flood
Romania Earthquake/Storm —
Slovakia — Flood

Please note a separate information sheet is available for Austria

As part of its development strategy, Guy Carpenter is currently involved in several initiatives
to develop modelling solutions in Central and Eastern Europe. These include:

Flood Exposure and Loss Database (FELD)

Guy Carpenter has considerable experience in gathering and analysing flood claims and
exposure data. This has enabled us to compile a detailed database of flood exposure and
claims information, based on data from multiple countries across Europe. The resulting
database can be used internally to test third party flood models using the broadest possible
dataset as a basis and to develop depth-damage functions for our internal flood models that
are specific to the particular country being studied.

Guy Carpenter Catastrophe Analysis Toolsuite (G-CAT)

G-CAT is Guy Carpenter’s internal catastrophe modelling toolsuite, which will be used as a
basis for the development of new models in Central and Eastern Europe. For river flood, the
platform uses Digital Terrain Data and river network maps combined with gauge station
information to develop a probabilistic event set. The platform models defence failure and
subsequent water propagation using a GIS-based approach, and ground-up damage is then
calculated using country-specific information from the FELD Database. Finally, Instrat’s
internal actuarial platform, MetaRisk™, is used to provide estimates of financial loss.

Poland Flood Model

Guy Carpenter provides a probabilistic river flood model for Poland which will be extended
to include the whole of the Odra and Vistula rivers during 2006. As part of the extension, the
model will be upgraded to be part of G-CAT and will include enhanced Digital Terrain Models
along with river network and defence information. Enhancements to the modelling of water
flow, defence failure and propagation will also be carried out.

Slovakia Flood Model
Guy Carpenter provides a flood model for major rivers in Slovakia which presents the value
of a portfolio exposed to flood for a given return period at postcode level.

Contacts:

Jan Stoermann (Broking)
jan.stoermann@guycarp.com
+49 89 28 660 3334

Jorg Wengler (Instrat — Analytical Services)
joerg.wengler@guycarp.com
+49 89 28 660 3314

Jane Toothill (Instrat — Model Development)
jane.toothill@guycarp.com
+44 7733 228202

For further information,
please visit our website at:
Www.guycarp.com

Guy Carpenter & Company Ltd.
Tower Place, London EC3R 5BU

Tel: +44 (0)20 7357 1000

E Marsh & McLennan Companies

Guy Carpenter & Company Ltd is an affiliate of Guy Carpenter & Company,
Inc., which is the world’s leading risk and reinsurance specialist and a

part of Marsh & McLennan Companies, Inc. Guy Carpenter creates and
executes reinsurance and risk management solutions for clients worldwide
through 2,600 professionals across the globe. The firm’s full breadth of
services includes 16 centres of excellence in Accident & Health, Agriculture,
Alternative Risk Transfer, Environmental, General Casualty, Investment
Banking*, Life & Annuity, Marine & Energy, Professional Liability, Programme
Managers Solutions, Property, Retrocessional, Structured Risk, Surety, Terror
Risk, and Workers Compensation. In addition, Guy Carpenter’s Instrat® unit
utilises industry-leading quantitative skills and modelling tools that optimise
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 (i) United States through MMC
Securities Corp., a US registered broker-dealer and member NASD/SIPC, and (ji) European
Union through Marsh Advanced Risk Solutions Ltd. (“MARS Ltd."), regulated by the
Financial Services Authority for the conduct of investment business in the United Kingdom.
Reinsurance products are placed through qualified affiliates of Guy Carpenter. MMC
Securities Corp. and MARS Ltd. are affiliates of Guy Carpenter.

Guy Carpenter & Company Ltd provides this material for general information
only and makes no representations or warranties, express or implied.

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 Ltd, except that clients of Guy Carpenter & Company Ltd need
not obtain such permission when using this document for their internal
purposes. The trademarks and service marks contained herein are the
property of their respective owners.

Statements concerning legal or regulatory matters should be understood to
be general observations based solely on our experience as insurance brokers
and risk consultants and should not be relied upon as legal or regulatory
advice, which we are not authorised to provide. All such matters should be
reviewed with the client's own qualified advisors in these areas.

Guy Carpenter and Company Ltd is an Appointed Representative of Marsh
Ltd, which is authorised and regulated by the Financial Services Authority.
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