Antitrust Notice Munich RE
Y/

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.



THE MARKET CYCLE & RESERVING CYCLE
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1. High-Level View of the Market Cycle and Reserving Cycle
2. Specialty Carriers

3. Commercial Auto Liability



High-Level View of Market Cycle
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Source: AM Best Aggregates & Averages, SNL
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High-Level View of Market Cycle:

Correlation with Reserve Changes
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Example for Specialty Carriers Munich RE =

Source: SNL
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Example for Specialty Carriers Munich RE

Source: SNL
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"Current Year" Carried IBNR versus Restated IBNR
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Example for Specialty Carriers Munich RE =

Source: SNL, BLS
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Accident Year versus Calendar Year Loss+LAE Ratios
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Example for Specialty Carriers
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Interaction of Pricing and Reserving? Munich RE =
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A Control Cycle or Operational Risk?

Loss Ratio will
hit Target

Pricing Reserving

Loss Ratio is
close to Target

See “An Introduction to Insurer Operational Risk” by Mango & Venter
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Example for Commercial Auto Liability
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Change in Prior Years' Reserve
Commercial Auto Liability
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Example for Commercial Auto Liability Munich RE =

Source: SNL
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"Current Year" IBNR versus Restated IBNR
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Example for Commercial Auto Liability Munich RE =

Source: SNL
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Commercial Auto Liability - Industry Consolidation
Trucking Employment as Exposure Base
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Economics may also contribute to severity
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Sales of New Heavy Trucks

Sales of new vehicles also
follow the economy.

This may contribute to greater
property damage cost
severities when more new
vehicles are on the roads.
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Example for Commercial Auto Liability Munich RE =

Source: SNL
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Commercial Auto Liability - Industry Consolidation
Loss Ratio Comparison

120.0%

100.0%

B80.0%

60.0%

40.0%

2000%

0.0%%

—e— | atest Carried Ultimate Loss+LAE =e-Fit Using Trucking Employment

1994
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

1991
1992
1993
1995
1996
1997
1998
1999
2000
2001
2002
2003

16



Example for Commercial Auto Liability Munich RE =

Source: SNL
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Commercial Auto - Liability vs. Physical Damage
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Conclusions Munich RE =
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* We see both a pricing cycle and a reserving cycle, which are inter-related.

e Main driver appears to be failure to capture accurate rate changes and/or
exposure base. That is, operational risk.
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