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September 17, 2004

Hurricanes Charley, Frances, Ivan & Jeanne
Caribbean Impact

Hurricane Charley

Hurricane Charley passed the southern coast of Jamaica and the Cayman Islands on August 11 as a
Category 1 hurricane. Up to 6 inches of rain caused flooding and mudslides in some villages of
eastern Jamaica. Fallen trees, power outages and a few rooftops were also damaged in Jamaica.
Damage on the Cayman Islands was minimal.
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TROPICAL STORM AND HURRICANE FORCE WIND SWATHS OF CHARLEY
FROM ADVISORIES 1 THROUGH 13

Hurricane Frances

Hurricane Frances went through the Bahamas from September 1 through September 4. Maximum
sustained winds ranged from 105mph to 145mph which decreased in intensity as the storm came near
the populated islands of the Bahamas.

San Salvador Island was hit by sustained winds of around 120 miles per hour. “Between 15% and
20% of the building stock is reported to have sustained some damage. Many properties were rebuilt to
high standards after Hurricane Floyd passed through the region.” — Risk Management Solutions

Frances also brushed past Crooked Island and Acklins Island, cutting power and telephone lines.
Tropical force winds were felt on Nassau knocking out power and littering the streets with debris and
three boats.
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Officials estimated that hundreds of homes were damaged or destroyed on Grand Bahama Island.
Flooding was also reported at the airport and other parts of the island. Freeport was hit by sustained
winds of up to 105mph. The authorities said Frances only delivered glancing blows and that the storm
appeared to have caused no major concentrations of damage.

Hurricane Frances Loss Estimates
= A survey of insurers and reinsurers estimated industry insured losses at $300 million for the
Bahamas.
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TROPICAL STORM AND HURRICANE FORCE WIND SWATHS OF FRANCES
FROM ADVISORIES 1 THROUGH 45

Hurricane lvan

Ivan struck Grenada on September 7 with sustained winds of 120mph. According to local officials,
around 90% of homes were damaged. Ivan also damaged hundreds of houses in Barbados, Haiti, St.
Lucia and St. Vincent.

Ivan passed to the west of Jamaica on September 11, sparing Kingston and several tourist areas a
direct hit. Yet, reports indicate Ivan inflicted heavy and widespread damage on the island. Virtually
the entire island was without electricity. Homes and roads were swept away in flooding caused by
heavy rain and huge waves around two-storeys high.

Although the storm’s center missed Grand Cayman Island, the largest in the Caymans, by about 30
miles, extensive damage has been reported. The British Government has stated that 80% of
approximately 15,000 homes on Grand Cayman suffered roof damage. Much of Grand Cayman is
said to be flooded, which is covered by insurance policies.

Ivan’s sustained winds as it passed Jamaica and the Caymans ranged from 145mph to 165mph.
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Hurricane Ivan Loss Estimates
= AIR Worldwide has estimated insured losses up to $1 billion for Jamaica and up to $2 billion for the
Cayman Islands. These estimates are near the upper end of AIR’s Ivan loss range.

= RMS has estimated $1-2 billion of insured losses in the Caribbean, with the majority of the loss
occurring in the Cayman Islands.

= A survey of insurers and reinsurers estimated industry insured losses $75 million to $300 million for
Grenada, $350 million to $850 million for Jamaica and $600 million to $2 billion for the Cayman
Islands.
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Hurricane Jeanne

Jeanne went through Puerto Rico on September 15 as a tropical storm. On September 16 Jeanne
became a Category 1 hurricane as it briefly touched the Dominican Republic. This storm is forecast to
increase to a Category 1, as it passes through the Bahamas. Based on this prediction, minimal damage
is expected from this storm in the Caribbean.
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Tropical Storm Jeanne
September 17, 2004
11 AM EDT Friday
NWS TPCiNational Hurricane Center
Advisory 18
Current Center Location 19.5 N 71.2 W
Max Sustained Wind 85 mph
Current Movement WHNW at 8 mph
@ Current Center Location
® Forecast Center Positions
H Sustained wind > 73 mph
S Sustained wind 39-73 mph
Cl Potential Day 1-3 Track Area
I Hurricane Warning
Hurricane Watch
mmm Tropical Storm Warning

Catastrophe Modeling Analysis Available

AIR released a series of scenario event sets for each hurricane. AIR’s loss scenarios and industry loss
estimates are based on simulating the actual event using available data on the event as it develops.
The multiple files give clients a probabilistic range for the losses. The scenario storms require the
events to be analyzed within AIR’s CLASIC/2™, CatMap™ or Catrader™ applications.

EQECAT released instructions to create a user defined storm event.

RMS identified a handful of pre-defined storm tracks from its stochastic database. These events are an
attempt to recognize geographical impact and intensity for each storm which can be pulled from their
pre-simulated database of stochastic storms. Using the pre-defined storm tracks, losses for each
hurricane can be estimated.

Market Implications from Hurricane Frances and lvan

The overall loss to the reinsurance market from these events will be similar in size to the loss that
Hurricane Georges developed for reinsurers operating in the Caribbean. While none of the Hurricanes
have individually caused a large reinsurance loss, the aggregation of losses is impacting the results of
reinsurers that are active in the Caribbean.

We do believe that this will impact the upcoming January 1 renewal season, below is a brief summary
of the areas that maybe affected:

Immediate Impact

= The market is currently quoting various types of covers. Several insurers operating in the Caribbean
impacted by Hurricane Ivan and Frances are quoting back-up or third event covers. Particularly
affected are companies with multi-island exposures. In some cases both first and second event
limits have been utilized. This is creating need for additional mid-term purchases in an unfavorable
market.

= Guy Carpenter has been actively keeping track of the market for ILW and back-up covers and we
are in a position to advise clients about the feasibility and effectiveness of these coverages. We have
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also been actively working with clients and markets to develop a variety of other products that are
available to cover immediate needs.

Medium and Long Term Impact
We believe these losses will also have a medium and long term impact to [on] three key issues
important to the Caribbean marketplace as follows:

Pro Rata Capacity

= As we have experienced in past catastrophic events, reinsurers supporting pro rata programs will be
impacted. Historically, the tendency is for these reinsurers to review and in many cases tighten pro
rata conditions at renewal or cease providing pro rata support. Our prior experience showed that pro
rata terms did become restrictive or unattractive, for some clients, relative to other options. It will
likely lead to the need to replace certain pro rata support or find alternatives to pro rata structures.

= In some cases companies may be better served to switch to excess of loss structures. In order to do
that it will be important that these companies take into full account how they are setting their
PML’s, how they are quantifying their accumulation of loss from multiple events, how they are
setting retention levels and the impact of reinstatements.

Original Rate Levels

= Due to the fact that this wind season is having a broad impact across many different islands we
believe this will impact how reinsurers differentiate between the islands. Specifically, we think
reinsurers will increasingly be asking the question: Does selling my capacity in one market make
sense compared to selling it in other Caribbean markets? Issues such as the movements in original
rates, post loss underwriting positions, the imposition of sublimits or deductibles, and the response
of the local Governments will all be closely monitored. Below are estimated original rate levels by
of some of the key islands:

Antigua 1.83% t0 2.47%
Bahamas 0.98% to 1.32%
Barbados 0.60% to 0.81%
British Virgin Islands 0.94% to 1.27%
Cayman Islands 0.94% to 1.27%
Dominican Republic 1.06% to 1.44%
Jamaica 0.85% to 1.15%
Puerto Rico Personal 0.28% to 0.35%
Puerto Rico Commercial 0.70% to 0.90%
Puerto Rico Beachfront/Condo 1.50% to 2.00%
Trinidad 0.55% t0 0.75%
U.S. Virgin Islands 1.87% t0 2.53%

We believe that this is an important issue for our clients to track because it may affect how they are
treated at renewal.

Use of Modeling

= We believe that similar to other catastrophic events this year losses will increase the importance of
modeling. There may be increasing pressure on reinsurers to justify their exposures based on
modeling output. As a consequence, insurance companies may be well served to increase their own
use and familiarity with the latest actuarial and catastrophic modeling techniques.

We at Guy Carpenter are organizing our resources around these issues. We are uniquely positioned to
provide our clients with a broad enough perspective on the overall market to design and develop
appropriate solutions. We are also well positioned to deal with the increased level of actuarial and
modeling resources that our clients may require. Lastly, we have unparelled relationships with the
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global reinsurance marketplace, which assists Guy Carpenter in its efforts to negotiate the most
favorable terms, conditions and security currently available.

Florida Impact

The market terms and conditions in the Caribbean are greatly affected by what happens in the Florida
market place. It is still very early to tell what impact Hurricanes Charley, Frances and Ivan will have
on the reinsurance market. It is important to note, however, that despite the significant insurance loss
estimates, the reinsurance component is still estimated to be relatively small. There are several issues
specific to the Florida market that supports this statement:

= There are a few very large Florida market players that do not buy meaningful external reinsurance.
Citizens, Allstate and State Farm alone are estimated to represent more than 40% of the
homeowner’s market. (Market share estimate by Fitch Ratings based upon estimate of 2003 direct
written homeowners premium)

= Property catastrophe program retentions for the national writers have grown over the last several
years to the point where Charley, Frances and Ivan were largely net retained events. It is still early
to tell, but the current Hurricane activity could alter how carriers ultimately decide to manage their
catastrophe accumulations.

= The Florida Hurricane Catastrophe Fund (FHCF) is the largest reinsurer in the state. Even though
the current estimated loss amounts for both storms appear to fall below the industry attachment for
the FHCF, the Fund will draw some potential loss out of the reinsurance sector.

In summary, we do not anticipate that the recent Florida activity will have a meaningful impact on the
2005 U.S. property reinsurance market. The reinsurance prices for the Florida specific companies that
have been impacted at least once, and in some cases three times, will likely increase at renewal. The
rest of the industry should continue to work within a flat to slightly softening pricing environment.

The aggregation and correlation from the multiple hurricanes will probably cause both insurance
companies and reinsurers to review how they manage their exposures.

If you have any questions or require additional information regarding the concepts detailed in this
report, please contact any one of the Guy Carpenter colleagues listed below.

Angela A’Zary +1.917.937.3002 Julie Larido +1.917.937.3153
Dave Encinas +1.973.285.7943 David Robbins +1.305.341.5069
Tim Gardner +1.44.207.357.2454 John Tedeschi +1.973.285.7982

Stewart Gleason +1.917.937.3472

Guy Carpenter & Company, Inc. is the world's leading risk and reinsurance specialist and a part of
the Marsh & McLennan Companies, Inc. Guy Carpenter creates and executes reinsurance and risk
management solutions for clients worldwide through more than 2,400 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. In addition, Guy Carpenter's
Instrar® 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 are offered in the United States through MMC Securities Corp., Member NASD/SIPC.
MMC Securities Corp. is an affiliate of Guy Carpenter & Company, Inc.
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DISCLAIMER

Guy Carpenter & Company, Inc. 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, Inc. 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 advisors with respect to individual coverage issues.

Readers are cautioned not to place undue reliance on any forward-looking statements. Guy Carpenter
& Company, Inc. undertakes no obligation to update or revise publicly any 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, Inc., except that clients of Guy Carpenter
& Company, Inc. 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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