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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
— Aview 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

Commercial Auto — View at 2010
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Commercial Auto — View at 2010 bl

ISO Size-of-Loss Matrix Loss Ratio Analytics: View At 2010 - TTT

Holistic view at 2010:
+ On level Loss ratios going

- The inferconnected on-level line
graphs show what various IELRs
would be at current rate levels

- Overall, the current on-level loss
ratio compared fo long term is 8
pis better (60.0% long-term vs.
51.9% current)
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Commercial Auto — View at 2010 %

TIT Actual vs. Expected (ERLI Warning) — Excess Layer 900x100k Mushative
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Commercial Auto — View at 2014 bl
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Commercial Auto — View at 2014 2

Commercial Auto - CAu (3 markets) - ERLI Warning — Excess Layer 900x100k
lllusfrative
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Commercial Auto

View at 2016/2017




Commercial Auto — View at 2017 2
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Commercial Auto — View at 2016 %
Iustrative
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Commercial Auto — View at 2016 %
Incremental Rate Changes Through 3/31/2016 - Liability & Physical Damage
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Commercial Auto — View at 2016 2
Excess Overall Frequency>10k @ 12/2015 and Assuming 3% Severity Trendlushative
Overall frequency frend for 500 -
claims excess of 10kis Ialger Excess Frequency >10K - 3% Trend - MW Premium Base
than ground-up claims by 10.00 - —
overall 1.25%, but significant pae
variafions by state. 3
.00
2.00
2.00
- 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 1m1.zm_1 2013 2014 2015
—stateQ —StataX —StataY ==Countrywide
Excoss Froquency ~10K - 3% Trend - MW Promium Base
2 i ey
e s s —
prep— © 2018 srnce Sares Ofic, . M g s, 16
Commercial Auto — View at 2016 2
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Commercial Auto — View at 2018 %

IS0 Size-of-Loss Matrix Loss Ratio Analytics: View at 2018
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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 frends.

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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Commercial Auto — View at 2018
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Commercial Auto — View at 2018 2
ISO Size-of-Loss Matrix  Loss Ratio Analytics: View at 2018
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Commercial Auto — View at 2018 %

TTT - ERLI Warning through 12/31/2017 lllushative

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

Adverse development across all
AYs.
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Commercial Auto — View at 2018 %
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Commercial Auto — View at 2018 bl
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Commercial Auto — View at 2018 %

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

Rates ride a roller coaster ride,
but lagged by a few years
compared o actual experience.
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Commercial Auto — View at 2018
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Total Commercial Auto Industrv — Renewal Policies Iustrative

There are significant rate change
difierences by renewal vs
new/renewal, state, month, year,
premium size, aggregated peer
groups such as regional/super-
regional/national, line of business
and market.

Note: Dashboard

shown may not match options selected
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Commercial Auto — View at 2018 2
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Commercial Auto — View at 2018 2
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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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