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A Day in the Life of
Your Underwriter

Speed Polling: Introduction

e Four consecutive polling questions
e Only 20 seconds per question

e Each question ends with the same choice:

Curtail & Shrink
Product

Speed Polling: #1 of 4

e Your underwriting book has had stable performance for several years, and one of your
products has begun selling more

Curtail & Shrink
Product




Speed Polling: #2 of 4

e Your underwriting book has had stable performance for several years, and one of your
products has begun selling more

e Your quote to bind ratio for the product increased from 25% to 35%, and your boss
congratulates you as a top seller for the quarter

Curtail & Shrink
Product
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Speed Polling: #3 of 4

e Your underwriting book has had stable performance for several years, and one of your
products has begun selling more

e Your quote to bind ratio for the product increased from 25% to 35%, and your boss
congratulates you as a top seller for the quarter

e A major competitor exits the line, your submissions increase 15% from prior year, and
your agents thank you for providing market stability

Curtail & Shrink
Product

Speed Polling: #4 of 4

e Your underwriting book has had stable performance for several years, and one of your
products has begun selling more

Your quote to bind ratio for the product increased from 25% to 35%, and your boss
congratulates you as a top seller for the quarter

e A major competitor exits the line, your submissions increase 15% from prior year, and
your agents thank you for providing market stability

Your actuary completes a study of 9 month old claim data and finds paid loss ratio is up
20% on this product

Curtail & Shrink
Product




Speed Polling Results

Curtail & Shrink
Product

Your underwriting book has had stable performance for several years,
and one of your products has begun selling more

Your quote to bind ratio for the product increased from 25% to 35%,
and your boss congratulates you as a top seller for the quarter

A major competitor exits the line, your submissions increase 15% from
prior year, and your agents thank you for providing market stability

Your actuary completes a study of 9 month old claim data and finds
paid loss ratio is up 20% on this product
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The polling questions simulated an actual case study
(disguised data)

e Werecently observed two insurers making Carrier entering Carrier exiting
different strategic moves in the same commercial Rationale for  + Significantly higher « Significantly higher productivity
lines segment. One insurer was exiting the Entry/Exit productivty metrics than  metrics along with higher claims

acivity and could not readly identify
+ Decided to “double dowr” e drivers
Decided to pause writings while

segment while another was growing.

The exiting insurer had the management

. " " evaluating the market (eventually
information, underlying data, and operating S
governance to recognize and react to the
emerging trends; the growing insurer did not. Underlying - Loosaly intograted, - Tightly integrated, which ensbled

| i Data Structure  which led to quarters of  timely and accurate product

e In this case, insureds within the segment were adverse experience management
offering a new service with a different and much before the underwriting ;05 finctional communication
higher loss potential. EEDUED EEEE that informed the moratorium and

* Led to significant losses ___exit decisions

11

Commercial Auto provided a broader lesson
Between 2007 and 2016, the industry loss ratio rose from 66% to 76%. How did
everyone miss it?

Data not considered by industry models:
e Increase in miles driven Data
® New vehicle impacts, which
o TIncreased distracted driving
©  Were more expensive to repair Limited (or poor) information flowing
o Snapchat while driving to operations leads to:
ﬁ Slow Underwriting response

Reactive Claims activity
Underwriting, Financial, and Risk

Actuarial reserving and pricing models: Management appetites responding
at different rates to changing
conditions

o Operate 1-4 times per year, leading to time lags
between market shifts, detection, and response

TImprecise communication
o Aggregate models are designed to assess P

changes, but nat explain or avert them

noscs Acossa P Cormcs s o Sy
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Commercial Auto showed the costs of limited information
from staying within traditional routines

Not considering miles traveled, smartphone ...Jed to significantly underpriced and under-
use, and other factor: reserved

odily Injury Claims by Vehicle Miles

Be . Commercial Auto Loss & LAE Ratios
Travelled (VMT) and Smartphone Ownership

. on 2016
x - E] = 2015
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PR EPPPIEPPPS i i —soi

- E—

Image source: Assured Research, with S&P Global, DOT, and Pew data Datasource: SNL.
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Operational challenges make it difficult for underwriters to
build additional skills on the foundation of managing risk

rational Challenge Result Symptom

o

* Underwriters pass on analyzing submissions | Not pursuing

perceived as "o dificult (o process (6.g. specific g o Drive

g desis roquiing approval o muitiple | tyes of Inovation

stakeholders) business s
 Ineficient referrals slow down the process of | Too slow in

analyzing and pricing the quote: sending Lower BT
- Producers choose carriers hat had a faster | quoles to | quote raio Increase case of

tumaround time for quotes producers doing business.

* Underwriters spend disproportionate amount of | Not

Lower Drive New
time on compliance tasks expanding cubmission Business

+ As a result, underwriters lack capacity to submission | 20 Establish relationships
effectively pursue new business pipeline rod

Underwriter Career Evolution

+ No governance process for those who make.

ultimate decision on finalizing the deal ﬁgz‘i"“ Lower bind Manage Risk
*+ Producers choose carriers that were more terms, ang | "© Select, price, and reinsure accounts
responsive in negoliations e

[N R ——
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A number of leading practices ensure tools and information
are easy to access for commercial underwriters

Common Challenges

« The need to reference a wide array of information types « Streamline set of interfaces needed to gather information,
often results in underwriters spending more time consult carrier reference material, analyze risk, access
gathering data than analyzing them internal expertise, and process accounts

« Data have to be rekeyed in multiple systems to be « Design interface(s) with simple, intuitive search and
available for reporting and/or meet documentation navigation, considering user needs and preferences
requirements

+ Toggling between workstations inhibits the ability for an + Aggregate view of account data, including from carrier
underwriter to connect the dots across various data systems, application, and 31 party sources
sources

« Not enough information is available early in the process « Facilitate collaboration with other underwriters

to prequalify risks and prioritize time

noscs Acossa P Cormcs s o Sy
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The Downstream
Impacts of Large
Account Pricing and

Pricing System
Design

2/21/2021

The downstream impacts of large account pricing and pricing
system design

We will walk through three examples which show the importance of having integrated tools to not
only improve underwriting & pricing decisions but to also improve the functions of other pillars of the
organization

* Example 1: Will focus on informing reserving.
* Example 2: Will focus on improving pricing analytics.
* Example 3: Will focus on informing capital modeling and business strategy.

* Example 4: Will focus on informing CAT modeling and management.
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Example 1: Informing Reserving

We will demonstrate how the detailed work coming from individual account pricing analyses can be
utilized by reserving teams to better inform their view of future reserve volatility. Conversely, we will
demonstrate how this view of reserve volatility should inform pricing and underwriting decisions.

When pricing individual accounts, loss cost expectations are If a portfolio has shifts in the proportion of expected loss cost by-peril,
often picked at a much more granular level than reserving is segment or CAT/non-CAT, this can have drastic impacts to reserve
performed at pattems and lead to reserving inaccuracies

1r2ess
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Example 1: Informing Reserving

By setting up an integrated ecosystem of tools which allows reserving to tap into detailed pricing /

underwriting data, the reserving team can react to shifts much faster, leading to more accurate
reserves and a better under ing of reserve ility.
Recent shift
Portion of Expected Loss Cost By Quarter __ towards longer-tai

perils / sublines
might not show in
traditional
reserving data
until much later

2/21/2021
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Example 1: Informing Reserving

This new view of reserve volatility should in turn impact pricing / underwriting strategy to ensure the
firm is writing within their risk appetite and appropriately reflecting this risk when pricing deals.
Risk

Tolerance

Reserve Volatlty
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Example 1: Conclusion

Capturing transactional pricing data and information can help

+ improve the predictive accuracy of the actuarial reserve analyses and

+ improve ing of reserve ility

with the insurer’s risk appetite / tolerance, which in turn can inform
+ Underwriting (new and renewal business) planning and strategy and

« Risk loadings and target returns used in pricing

This improved ing of reserve ility can be used by the risk function to test alignment

21



Example 2: Better Pricing Analytics

An integrated pricing system can capture data
from

< Al issi -

or not taken up

Aggregate experience data from all accounts,
including nonrenewed

To Improve Experience Rating, Exposure Rating,
and Final Indicated Price

2/21/2021
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Example 2: Better Pricing Analytics

How can this data be used to produce better tools?

Loss development studies for key segments
Already alluded to in Example 1 above, can produce relevant
benchmark LDFs

Collections of benchmark LDFs preloaded into experience pricing
model for actuarial selection

Trend analyses

Use actual experience to arrive at trend assumptions for various
segments and coverages

Possible trend factors, based on these analyses, preloaded into
experience model for actuarial selection
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Example 2: Better Pricing Analytics

How can this data be used to produce better tools?

Exposure curves

Collection of curves relevant to key segments informed by the
enhanced development studies

Implicitly produces a wider collection of ILFs

Exposure curves / ILFs preloaded into pricing system for actuarial
selection

Credibility of exposure and experience rating
Use actual experience of segments / accounts to estimate needed
paramet

Indicated credibility weights calculated automatically by pricing
system, actuary selects actual weights to be applied when arriving at
indicated technical price

Could be used for primary and first excess cat layers

2 Rec|
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Example 2: Conclusion

Capturing transactional pricing data and information can help insurers develop better benchmarks
and algorithms for experience and exposure rating

Trend and D for use in i posure curves and inputs to
experience pricing models — which in turn can be shared with the reserving and risk functions to
inform selections made for their models

Development of more granular and relevant exp: curves (and it ILFs)

. ion of ibility pr and p ion of indi credibility weights

Insights gained from the improved pricing process can also inform underwriting strategy and
planning and assist in the production of risk metrics for the risk function’s management reporting.

2/21/2021
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Example 3: Informing Capital Modeling & Business Strategy

We will demonstrate how Expanding upon our first two examples, the detailed risk modeling that often goes into

i ici individual account pricing can provide capital modelers with information that allows them
transactional pricing data canbe /. "rocief underwitig risk. Further, our more accurate reserves and understanding
utilized by the capital modeling of reserve volatilty also leads to improved capital modeling accuracy.
team to improve their models and in capital Atlocation Map
turn allow the firm to make better

business decisions. We will touch 209.84M RPC

on the downstream impacts to

P 9
and developing optimal
underwriting and growth strategies.
Similarly to Example 1, we will
demonstrate how this more
accurate view of capital utilization
should inform pricing and
underwriting decisions.

% Rec|
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Example 3: Informing Capital Modeling & Business Strategy

Capital models are a critical tool for companies in determining their reinsurance purchase strategy.
More accurate capital models means a more optimal outwards reinsurance portfolio.

Portfolio Comparison: Cat Risk TVaR
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Example 3: Informing Capital Modeling & Business Strategy

Tyche Optimizer This more accurate capital model should in turn
Lzl Proposad e Gl influence underwriting and growth strategy.
T Further, we now have a better understanding of
- the capital requi to support di t il
segments, which should be appropriately
o 2 SN lka reflected when pricing risks to ensure an
X \\ appropriate return on capital.
— N\
= Rpc
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Example 3: Conclusion

Capturing transactional pricing data and information can help

« improve capital model granularity and accuracy and in turn

« improve rei purchasing isi and
« improve underwriting strategy

The improved understanding of the allocated capital required to support different segments or even
individual policies gained from a more accurate capital model can in turn inform more appropriate
risk loadings and target returns used in pricing
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Example 4: Informing CAT modeling & management

We will demonstrate how individual deal As a CAT-prone portfolio grows and changes over time, a company's CAT exposure should
ici NS : continually be monitored to ensure they are staying within their desired risk appetit. It is

pricing / underwriting information criticalto have tools which allow for information on newly written policies or policies being

including CAT model results can be considered by underwriting to easily be accessed for catastrophe accumulation monitoring.

utilized to monitor in real-time as a
portfolios grow and changes where a
company stands relative to their risk
appetite. Following suit with the other
examples we will demonstrate how this
monitoring should inform pricing and
underwriting decisions.

Portfolio Comparison: Cat Risk TVaR

30
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Example 4: Informing CAT modeling & management

Continued monitoring of CAT exposure may require actions to be taken such as reinsurance
purchasing or changing underwriting strategy to avoid over-exposure.

Portfolio Comparison: Cat Risk TVaR

3 Rpc|
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Example 4: Conclusion

Capturing transactional pricing data and information can help
+ improve the accuracy and timeliness of CAT modeling and in turn
+ improve visibility into a firm’s CAT exposure

This improved understanding of CAT exposure can be used by the risk function to test alignment with
the insurer’s risk appetite / tolerance, which in turn can inform

- F ive and treaty rei 1ce p ing and
+ Underwriting (new and renewal business) planning and strategy and

+ Risk loadings and target returns used in pricing (marginal CAT pricing)
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An Example of a Fully Integrated Modeling Ecosystem

At the core of a fully integrated modeling ecosystem which fully leverages pricing / underwriting
modeling and decisions is a large account pricing system with rich automated data capture that can
inform other pillars of the organization

Pricing System Database $ Capital Model $

Al policy information including structures
and historical claims / premium data

All modeled losses used for pricing (.g.

Reinsurance portfolio container shared w/
other Tyche products
Can leverage individual policy details and
curve fits from pricing

curve fits)

+

Other Portfolio Level Analytics
Pricing curve refinement

Portfolio / UW management

Real-time reporting

Benchmarking

Reserve Diagnostic Dashboards

Business Optimization
Optimize inwards and outwards
(re)insurance portfolos.

Reinsurance portfolio container shared w/
other Tyche products

Fullintegration with TCM resuits

CAT Accumulation $
Management

‘CAT accumulation monitoring and analysis
Policy portfolio can be pulled from TPS
database for near real-time analysis and

‘what-if marginal analysis of individual
contracts

Reinsurance portolio container shared w/
other Tyche products

33
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Thank you!

Questions?

2/21/2021

12



