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PUrpose

= Hurricane Risk is what makes the Florida
Property Insurance Market Unigue and
why: this Task Force was assembled

= his Overview! IS Intended to previde
context for the Task Force




Hurricane Risk and Other
Catastrophic RISKS

Catastrophic Risk: A function ofi frequency, Severity,
and correlation

“‘Risk of Ruin” for suppliers of capital that take the risk

Hurrcanes are not the only natural seurce of
catastrophic risk, a gleball market Is developing

N some cases, these are considered insurable, 1n other
cases not.




Global Catastrophic Risk

MunichRe World Risk Map




Western Hemisphere Catastrophic

MunichRe Risk Map




US Catastrophic Risk

RMS Risk Map



Data From ISO




Insuring Catastrophic RISk

= The Property/Casualty and Reinsurance
Industry

= Alternative Private Market Capital Soeurces

= Plplic Enterprises (federall, state and local
gevernment)




Insurance and Relinsurance

= Eor Insurers, catastrophic risk Is part and
parcel of thelr core business,

= They have a finite and slowly grewing

national capitali base

= Relnsurance addresses catastrophic rsks
speciiically; amount availanle is;cyclical.

=71 2003), glohal property. reinsurance
premiums $53 billion (TAIS), non-life $1.17




Data: NAIC and ISO




“Alternative™ Markets

Catastrophe securities in existence since 1995. On
average 10-15 transactions per year, transferring 1-1.5
pillion: N risk.

Deal size per transaction between $200-500 million

Institutional and hedge fund Investment demand strong,
currently’ exceeding supply

TThere have heen other atiempts with eptions anad
futures, net econemically’ successiul to date




Public Insurance Markets

= Beach Plans

= Catastrophe Funds and Autherities (CA EL
HI)

" Other Residual Markets




Elorida Hurricane RISk

= Erequency: Exogenous Meteorological
Phenemenon

m Severity: Mixed, part meteorelogical, part
coverage, part physical structure

= Correlatien: demoegraphics, bullding




Ereguency

= Best Evidence: Multi-decadal cycles,
currently In active cycle (since 1995)

" Result iInvariant to current debate on
global warming

= |mprecise Measurement and Identification

" Recall that Hurricane Andrew. struck
duringl a “low: activity” phase of the cycle




Severity

= |Vleteorological: storms are expected to
be stronger

= Coverage: What Is included in the
Insurance policy, deductible and policy.

Imits

Physical Structures: Age of construction,

ecation, and mitigation
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State Hurricane LLoss Potential
Profile

Data from FHCF 2005 Rate Report




Elorida Private Insurance Preperty
Market

No. of Reporting
Companies

Number of
Policies in Force
(millions)

Premium
Whritten: ($
pillion)

12/31/00

251

5.5

3.5

12/31/01

232

5.6

3.8

12/31/02

228

5.1

3.8

12/31/03

210

4.9

4.2

12/31/04

184

4.8

Source: FL-OIR QUASAR




Data: NAIC Annual Statements




Historical Performance

25,000,000,000
20,000,000,000

15,000,000,000
10,000,000,000

5,000,000,000 —

1995 199to 1995to 1995to 1995to 1995to 1995to0 1995t0 1995to 1995to
1996 1997 1998 1999 2000 2001 2002 2003 2004

B Forida Direct Premums Earned @ FL Losses Incurred, LAE Incurred & Expenses

Data: NAIC Annual Statements




Issues

= Previous slide demonstrates the multi-year
nature of catastrophe risk

= Current accounting and reserving net
geared for these events

= Vlost other developed countries have tax-
deferred catastrophic resenves, Rep Foley
iIntroduced HR 2668

= Viany ether countries have a national rsk
fitind/poee




Public Insurance

= Citizen’s Property Insurance: a unigue
residual market mechanism

= Elorida Hurricane Catastriephe Fund




DATA: Citizen’s Exposure Reports




DATA: Citizen’s Exposure Reports




Data: FHCF Rate Reports




Summany.

= Elorida Hurricane Is ene of many global
catastrophnic risks available inthe market

= Traditional capital has not kept up With
demand], especially in FL

= Alternative markets have net grewn te
MEEet the demands




Summany.

= Accounting and tax policy dees not suit
catastrophic risk

= Other bodies have developed national
plans

= Citizen's Is a dominant footprint In the
market

= Exposure lead for FEHCE growing steadily,




