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Weather Risk Management Association Releases Results of Second Annual Industry-Wide Survey

Value of International Market Increases By 72 Percent; Growth Seen in All Regions; Deal Types Continue to Diversify

Miami, FL – June 6, 2002 – The Weather Risk Management Association (WRMA), the international trade organization of the weather risk management industry, has announced the results of its 2002 survey today at the organization’s annual convention in Miami, Florida.  Conducted jointly with PricewaterhouseCoopers, it’s WRMA’s second annual study of the marketplace.  The survey focused on activity in the weather risk industry from April 1, 2001 to March 31, 2002.  

According to the survey, the number of contracts transacted in the weather market grew by 43 percent compared to last year, with 3,937 weather transactions completed for a total notional value of over $4.3 billion dollars, a dollar increase of 72 percent.  Last year’s survey measured activity from April 15, 2000-April 14, 2001 and recorded 2,759 transactions worth a total notional value of over $2.5 billion.

“The growth of the market in the past year has been significant,” said Ravi Nathan, outgoing president of WRMA.  “This is especially so in Europe and Asia, where more players have entered the market and the role of banks as intermediaries between weather risk providers and end-users has increased.  What was once an industry concentrated almost exclusively in North America and serving mostly utility and energy companies is now responsible for over $11.8 billion in business over the course of the last five years.”

The North American market remains the industry’s largest, with the number of contracts growing by 10 percent to 2,712.  Their total value also increased, by 50 percent, to over $3.6 billion.  Last year’s survey showed there were 2,457 transactions worth a total of over $2.4 billion in the North American market.  But the growth was most dramatic in Europe and Asia.

In this year’s survey, the European market recorded a total of 765 contracts worth a total notional value of over $601 million, compared to 172 contracts worth a total of over $49 million that were measured in the 2001 survey, an increase of 345 percent in terms of number of contracts and 1,126 percent in terms of notional value.  In Asia, 445 contracts worth a total of over $90 million were completed, an increase of 304 percent and 100 percent, respectively.  In the 2001 survey, the Asian market accounted for 110 contracts worth over $45 million.  

The Australian market, while significantly younger and smaller than the others measured in the 2002 survey has also grown, accounting for 15 contracts worth over $25 million.  In the 2001 survey, Australia recorded six contracts worth over $2 million.

“The results of this survey show that our educational efforts are paying off,” said Valerie Cooper, executive director of WRMA.  “We’re seeing more end-users coming to the market looking for weather hedging products as opposed to providers having to go to the end-users.  That’s a significant development.”

 Another significant development is the diversification of the types of contracts that were transacted.  While temperature-related protection (for heat and cold) continues to be the most prevalent, making up over 82 percent of all contracts, rain-related contracts account for 6.9 percent of the market, snow for 2.2 percent and wind for .4 percent.  That’s in comparison to the 2001 survey, where temperature-related deals made up over 92 percent of the market and rain accounted for 1.6 percent, snow for .6 percent and wind .3 percent.

“A robust market, increased diversification and growing recognition of the benefits of weather risk management make us extremely optimistic for the future,” said Nathan.  “We’ve also seen a number of large, multi-year deals that began during the latter part of the survey period.  Those values will be reflected in the market in the coming years and will help to fuel its continued growth.” 

About the Weather Risk Management Association

Founded in 1999 by some of the leading companies in the industry, the Weather Risk Management Association is the international trade organization dedicated to promoting the industry both to those within it and to end-users.  Today, the association is comprised of over 70 weather risk management companies from around the world.

WRMA promotes the industry by initiating surveys, advocating the standardization of contracts and other documentation used for transactions and sponsoring forums and conferences around the world for members to meet and discuss a range of topics such as international markets, data collection issues and tax and legal matters.

For more information on the Weather Risk Management Association, contact Josh Epstein at Clifford Public Relations, p: (212) 358-0800 x28.  To find out more, contact WRMA at p: (202) 289-3800 or visit www.wrma.org.
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