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Wheels of Misfortune

CAS Annual Meeting, November, 2018
Las Vegas, NV

Jim Davidson, FCAS, MAAA,CPCU, Actuarial Director, Verisk/ISO

Mike Rozema, FCAS, MAAA, Head of Actuarial & Reserving, Swiss Re

Diane Injic, CPCU, Director Commercial Auto Underwriting, Verisk/ISO
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Antitrust Notice

The Casualty Actuarial Society is committed to adhering strictly to 
the letter and spirit of the antitrust laws.  Seminars conducted 
under the auspices of the CAS are designed solely to provide a 
forum for the expression of various points of view on topics 
described in the programs or agendas for such meetings.  

Under no circumstances shall CAS seminars be used as a means 
for competing companies or firms to reach any understanding –
expressed or implied – that restricts competition or in any way 
impairs the ability of members to exercise independent business 
judgment regarding matters affecting competition.  

It is the responsibility of all seminar participants to be aware of 
antitrust regulations, to prevent any written or verbal discussions 
that appear to violate these laws, and to adhere in every respect to 
the CAS antitrust compliance policy.
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Concurrent Session: Wheels of Misfortune

• This session will provide an update to the Commercial Auto industry experience, most 
recently presented at the 2018 September CAS Loss Reserving Seminar and June 
CARe Wheels Down sessions. 

• We will review various industry results from the 2000s through 2017. We will include a 
detailed review of 2017 as of 2018 with an emphasis on actual vs. expected testing 
indications, potential lengthening ground-up and excess loss development factors, 
industry based initial expected loss ratios, rate change monitoring, and underwriting 
cycle ramifications. 

• Additional claim drivers and litigation trends will be reviewed including a diagnosis of 
the past and potential remedies for the future.  

• An underwriter / commercial auto product manager who has lived through the wheels 
ups and downs over the last decade will give their experience from a ground level 
perspective, including measures to help underwriters improve their insights in this 
continually challenging line of business. 
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Wheels of Misfortune Agenda

• Introduction and update – Jim 30 mins
– Review of industry experience from 2009 to 2017, view at 2018
– Review frequency and severity trends, loss development, profit vs LDF speed, IELRs – ground-

up and excess, market segment review, rate changes

• Additional industry insights – Mike 20 mins  
– Review of industry booked loss ratios and development
– Further analysis of lengthening development patterns
– Analysis of loss ratio by premium growth

• A product manager perspective – Diane 15 mins
– A view from the trenches over the last decade
– Winners and losers 
– Measures to help improve insights

• Further discussion and Q&A - Panel 10 mins 
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Commercial Auto
Views from 2010 - 2017
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Frequency

Severity

Source: ISO Slides from CAS Casualty Loss Reserve Seminar – September 12, 2017 (LOB-3 Wheels Down – J. Buchanan)

Commercial Auto – View at 2010

Looking back at Trend 
at  2010:
•Frequencies steadily 
reducing from early 2000s
• Recent severities overall flat
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Holistic view at 2010:
• On level Loss ratios going 
down since 2004
• Frequencies steadily reducing 
from early 2000s
• Severities overall recently flat
• Relatively quick LDF duration

- avg GU reported loss = 1.2 yrs
- avg paid = 2.4 yrs

• Moderate reductions in rates 
since 2005
• Mostly BI claims – but their 
trends ok as well
• The interconnected on-level line 
graphs show what various IELRs 
would be at current rate levels
• Overall, the current on-level loss 
ratio compared to long term is 8 
pts better (60.0% long-term vs. 
51.9% current)

Commercial Auto – View at 2010
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TTT Actual vs. Expected (ERLI Warning) – Excess Layer 900x100k

+15.2%

Commercial Auto – View at 2010

Check to see if any early 
warning development signs 
in various layers and 
components.  

Overall ok, except AY 2009 
indicates a bit of a blip up –
252M expected, but 290M 
actual, or 15.2% adverse 
development.
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Commercial Auto
View at 2014
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Commercial Auto – View at 2014

Due to frequencies and 
severities both ticking up 
since 2009, overall 2013 TTT 
IELR went from 51.9% to 
62.8%
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Commercial Auto – CAu (3 markets) - ERLI Warning – Excess Layer 900x100k

Commercial Auto – View at 2014

Each calendar year since 
2009 had significant adverse 
development due to 
lengthening loss 
development tail.
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Commercial Auto
View at 2016/2017
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Source: SOLM 2017v1 pre-release

Commercial Auto – View at 2017

The IELR for 2016 has moved 
to 73.0%, up from 51.9% at 
2009.  Rebounded 
frequency, heightened 
severity trends, and 
lengthening development 
factors, coupled with rates 
that were still going down 
through 2012 account for the 
over 20 point increase.
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Commercial Auto – TTT - ERLI Warning through 2015 – Calendar Year

Commercial Auto – View at 2016

Each calendar year since 
2010 had adverse 
development due to 
lengthening loss 
development tail.  2014 
being by far the most 
adverse, with all years 
contributing besides first look 
at 2015.
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Source: ISO MarketWatch – released 6/15/2016; further details in Commercial Actuarial Panel – December 2016 

Incremental Rate Changes Through 3/31/2016 - Liability & Physical Damage

Commercial Auto – View at 2016

Rates reducing from 2005 
to 2011, and importantly 
didn’t go positive until 
2012 even though loss 
trends changed direction 
3 years earlier.  

Larger policies, in general 
have larger rate 
reductions, and back to 
flat early 2016.



11/2/2018

6

© 2018 Insurance Services Office, Inc. All rights reserved. 16

Excess Overall Frequency>10k @ 12/2015 and Assuming 3% Severity Trend

Overall frequency trend for 
claims excess of 10k is larger 
than ground-up claims by 
overall 1.25%, but significant 
variations by state. 

Commercial Auto – View at 2016
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Excess Partial Loss Ratios 900x100k @12/2015 Assuming 3% Severity Trend

Overall excess IELRs for 
900x100 show relativity has 
risen from average of 19% in 
the 2000s, to 27.6% in 2015; 
this increase suggests 
pressure on the ILFs; although 
not all states show the same 
pattern, overall excess loss 
ratio trend is larger than 
ground-up by about .5% per 
year

Commercial Auto – View at 2016
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Commercial Auto
View at 2018
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Source: SOLM 2018v1 pre-release using on-level premium as base

Commercial Auto – View at 2018

For all of Commercial Auto 
(TTT is about half of the 8 CAu 
markets and 38 total 
commercial markets we 
analyze), the current loss 
ratio is 77.1%, vs. long-term 
on-level average of 64.0%.  

Recent somewhat higher 
overall severity trends (4.9% 
vs. 4.6% accounting for some 
of the difference).
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Source: SOLM 2018v1 pre-release (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)

Commercial Auto – View at 2018

Overall loss ratios 
deteriorated a bit for 2016 
and prior due to further 
lengthening tail and adverse 
loss development.  2017 
improved a bit due to 
continued rate activity, and 
lessened loss trends.

The current TTT loss ratio of 
73.0%, is 12.5 points worse 
than longer term on-level 
average of 60.5%.
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Source: SOLM 2018v1 pre-release using on-level premium as base

Commercial Auto – View at 2018

Bodily injury is a somewhat 
larger portion of total (71.5% 
vs. 70.3% in 2009), and 
longer average reported loss 
and payment duration.

BI shows higher frequency 
trends but lower severity 
trends than total and PD.
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Source: SOLM 2017v1 pre-release using on-level premium as base

Commercial Auto – View at 2018

Continued pressure on 
increased limits factors for 
layer 4.9M xs of 100k, going 
from low 20% in 2009 to 
above 30% currently, driven 
by higher frequency and 
steady severity trend excess 
of 3%. 
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TTT - ERLI Warning through 12/31/2017

Sources:  Using pre-release SOLM 2018 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

Calendar year 2017 2nd worse 
year for adverse development for 
TTT, with 2016 worse and 2015 a 
small lull.

Adverse development across all 
AYs.

Commercial Auto – View at 2018
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TTT XS - ERLI Warning through 12/31/2017

Sources:  Using pre-release SOLM 2018 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

Excess TTT adverse development 
is higher than ground-up for 2017, 
continuing overall pattern of 2016 
worse and 2015 a small lull.

Adverse development across all 
AYs.

Commercial Auto – View at 2018
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Continuing Reported Lengthening Loss Development – 4.9M xs 100k

Commercial Auto – View at 2018

LDF Factors continue to lengthen 
in 2017, especially at early 
maturities.  All views at 2017 use 
3-year averages – if use more 
recent or trend LDFs, indications 
would be higher.
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Source: ISO MarketWatch – released 3/22/2018; further details in Commercial Actuarial Panel – December 2016 

Incremental Rate Changes Through 12/31/2017 – Renewal Policies

Commercial Auto – View at 2018

Rates ride a roller coaster ride, 
but lagged by a few years 
compared to actual experience.
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Total Commercial Auto Industry – Renewal Policies

Commercial Auto – View at 2018

Note:  MarketWatch Dashboard (expected release 3Q2018); vlues shown may not match options selected

There are significant rate change 
differences by renewal vs 
new/renewal, state, month, year, 
premium size, aggregated peer 
groups such as regional/super-
regional/national, line of business 
and market.
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Source: SOLM 2018v1 pre-release using on-level premium as base

Commercial Auto – View at 2018

Regional carriers somewhat 
worse overall experience at 
75.6% for TTT, and 11.6 points 
worse than long-term on-
level average 64%.  
Significant variations 
between regional, and all, 
carriers exist. 
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Commercial Auto – View at 2018

Regional carriers have worse 
experience than super-
regional or national carriers, 
with losses less than 100k 
providing much of the 
difference.  

Faster developing 
companies having better 
experience than slower 
companies.
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No part of this presentation may be copied or redistributed 
without the prior written consent of Insurance Services Office, 
Inc. This material was used exclusively as an exhibit to an oral 

presentation.  It may not be, nor should it be relied upon as 
reflecting, a complete record of the discussion.
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