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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.

Know your event

« States, dates, perils, durations
Characteristics by geo-location:
— wind speeds bands
— fire footprints
— hail sizes
— rainfall amounts
— flood depths
Terrain
Field reports of damages and severities
Infrastructure impairments
Evacuations
Similarities to other past events
Any regulatory issues
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Know your exposure

Geo-locations of your exposures
Limits

Coverages and exclusions
Construction
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Know your data

How you define a Cat

How your claims are Cat coded
How quickly they're coded
Who handles your Cat claims
How case reserved

Large losses

1914 6501329 PL Prop 1/31/19 jbdsovpds M MO 48547 Wind $ 5000 $ 5000 closed
1811 504548 _PL prop Y/15/18 s90wau00  CO _PRESCOTT 48756 ain S 1000 S 1500 open

1654 5279770 CL_ Auto 10/15/16 ousoludsu  MN_UITCHFIELD 55355  Wind 5 20 open
16202380063 _PL_Prop 3/8/16 Ouericer IN__ ROGER 46614 Flooding $ 1701 $ 3000 o
1534 1013231 PL Prop 9/17/15 RSakvh{ M EDINA 553 Lightnng § 325 § 32

1823 8571370 CL Prop. §/11/18 ToubuEsds  MIROMULUS 480365 tail $15.289 <~
1916 4063927 PL Auto 3/31/19 sadusudv  OH  GENEVA 45086  Hall § *
1914 239256 _PL_Prop 4/20/19 Oxucrw2w _CA GRASS LAKE 49240 Wildfir~

Types of Cat Estimates

< Pre-Event

<+ Post-Event




Herding Cats - 2019 CLRS

Pre-Event Estimates

o For events you know are coming — e.g. hurricanes and tropical storms
o For:
« rough orders of magnitude
« claim volumes for handler deployments
« loss amount for preliminary financial impacts
o Often ranges, often off-cycle
o Frequency x Severity approach
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Pre-Event Method

Hurricane and Tropical Storm paths and winds speed bands from third party
vendors

Exposures mapped to wind speed bands

Claim frequencies by bands from similar historical events (sometimes judgment)
Severities also either from other similar past events or judgment

Just do the math

Estimated ultimate claim counts and loss dollars

Often will want to produce ranges

Likely frequent updates as event unfolds

Pre-Event — Hurricane Example

500,000
X
3,750,000
8300

v

Buildings and exposed limits by wind speed bands

Estimate ultimate claims, apply estimated ultimate severities, generate
estimated ultimate losses

Homeowners separately from CL Property. Auto separately from Property
Enhance perhaps by incorporating rainfall and flooding

v

v v
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Post-Event Estimates

For Cats with little to no forewarning:
0 Wind & Thunderstorm
0 Hail Storms
o Tornadoes
o Wildfires
o Winter Storms
o Earthquakes

Timing — 3 phases:

1. Early
2. Transition
3. Mature

Post-Event Early

« First few days after event occurs
« No claim or loss information
« Do exposure-based Frequency x Severity method, just like Pre-Event approach
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Post-Event Early - Hail Example
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» Hail size bands and locations from third party vendors
» Buildings and exposed limits mapped to Halil size bands
> Apply estimated ultimate claim frequencies and severities
o Consider day of week and time of day for event
> Use NOAA storm maps to help understand extent of event
> Enhance perhaps by reflecting hailstone hardness and duration of storm
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Post-Event Early - Wildfire Example

6] @ @ @ ® ® [
@) (i6)
AvgBidg] Clam]_ EstuI
Val _freq) _claims|_Estuitsev| Estutoss
in Footprint 10| 650000 10| 10]351,100000 | $11,000000
0025 mile] 200 $500,000 025 50| 6 100,000 $ 5,000,000
25 0.50mile] 300 $300000] 010 3015 25000] 750000
050100 mile] _500] $275,000 006 | 0[5 15000]$ 450000
>1oomite] sso Sw0000] 002| 20[$ 2500[5 45500
Total] 2,000 315,500 007 | 140 123,387 | 17,209,500

Wildfire footprints from government entities — USGS

Apply estimated frequencies and severities

YV VY

when selecting severities, especially with total losses.

Buildings and exposed limits within footprint and by proximity to the fire

Be mindful of Contents, Living Expense, additional limits, endorsements, etc.
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Post-Event Mature

Generally around 2-3 weeks after start of event
Have reliable claim and loss information

development patterns from past similar events.

Here too, just do the math

Reflect actual day-age of event (interpolate if necessary)

Use LDF percentiles to generate ranges of possibilities.

Use traditional claim and loss development approaches using claims and
losses to date, and development factors (CDFs and LDFs) based on

Cat Loss Development Factors

Essential:
o PL separately from CL
o Property separately from Auto
o By type of Cat
o By smallest credible time interval

Optional:
o By strength category for Hurricanes

o By size of event (small, mid-sized, large)
o Percentiles

Claim Development Factors —do similarly

o By percent of Hail for Wind & Thunderstorm events
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Post-Event Mature - Wind & Thunderstorm Example

[cat vvx

[£] @ @ @ 6 (6 @  ® (© (0 (1) (12)
(1)x(5) (7)x{10) (6)/(11)
s Tor | Geimated | [coremt] o | Estmated ] [ implica Uit
tosses_[pent 3 [ & Uittosses it Claims | | _Severity
570,000,000 | 25t 1400/ 300 1380 $13600,000 65| [5 740
S0t 1.500] 1.400] 1.40] $ 14,800,000 Tos[ ol 1o soo1] [ 7oms
75t - e0[ 1 550] 1630 $16,300,000 Tomo1oeol1ore 1997] [ stie
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> Straightforward development approach
» Generally will want to interpolate factors to reflect actual age of event
» Be mindful of large losses in or not in your data

> Confirm implied ultimate claim severities for reasonableness

Start of event ~ 2 Weeks post event

Post-Event Transition Phase

» From ~ 2 weeks post event to ~ 6 weeks
» Do both Frequency x Severity and Loss Development Methods

~ 6 Weeks post event

Additional Considerations

Estimate Cats individually — no two Cats are exactly alike
Homeowners separately from CL Property
Auto — PL separately from CL — your call
Stratification often helpful:

— large vs small claims

— by coverage - Bldg vs Cnts vs Other etc.

— generally only for large events
Know as much as you can about your large losses
Confirm implied ultimate average claim severities
Post-mortem your estimates
Be careful with Hail — protracted reporting, especially in CL
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Questions?




