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June 10, 2004
Value of Weather Risk Management Contracts Reaches All-Time High
· Notional value of contracts increases by $390 million over previous year
· The number of exchange-based contracts nearly triples
NEW YORK—The Weather Risk Management Association (WRMA), the international trade organization of the weather risk management industry, today announced that the notional value of weather risk management contracts transacted from April 2003 through March 2004 increased by nearly $400 million compared to the previous 12 months, according to its 2004 annual industry survey. With a total notional value of $4.6 billion, this marks an increase of 10 percent over the previous year and an all-time high for the industry.
“The 10 percent increase in notional value indicated by this year’s survey is quantitative proof that the market for weather risk management instruments is poised for continued growth and expansion,” said John Polasek, president of WRMA. “In an era of heightened fiscal responsibility, more and more businesses are realizing the importance of protecting their profits and revenues from the risks of adverse weather.”
Weather risk management futures and options traded on the Chicago Mercantile Exchange (CME) also experienced impressive growth, totaling 21,335 contracts – nearly three times the number traded over the previous year. In just a few years, trades conducted through the CME have become a critical component of the weather risk management industry.
“The tremendous growth in the number of trades executed on the CME signals a positive shift within the weather risk management industry,” said Brian O’Hearne, vice president of WRMA. “The CME helps provide the industry with a heightened level of transparency and liquidity.” 

The survey also shows an increasing diversity in the types of weather risk management contracts. “This change reflects the increased number of customized products available – like wind, rain and precipitation indexes – and demonstrates the industry’s responsiveness to the needs of its expanding marketplace,” said Valerie Cooper, executive director of WRMA.
The U.S. Department of Commerce estimates that nearly one-third of the U.S. economy, or $3.8 trillion, is at risk due to the weather. “Our 2004 survey demonstrates that companies in a wide-range of industries throughout the world continue to realize that weather risk management tools are an integral part of any risk management portfolio,” said Ms. Cooper.
WRMA employs PricewaterhouseCoopers to conduct this survey, to ensure that an independent third-party compiles data on the industry.

About the Weather Risk Management Association

Founded in 1999 by some of the leading companies in the industry, the Weather Risk Management Association (WRMA) is an international trade organization dedicated to promoting the industry, both to those within it and to end-users. The industry began in 1997, offering companies the opportunity to control their financial exposure to weather conditions. As a part of its mission, WRMA initiates surveys of the industry, advocates the standardization of contracts and other documentation used for transactions and sponsors 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.
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