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INSURANCE PREMIUMS HAVE INCREASE DUE TO INCREASE 

MARKET PENETRATION AND CHANGES IN INSURANCE PRODUCTS
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US MPCI LOSS RATIO
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Gross Loss Ratio – U.S.
Year AIR Modeled    

Gross Loss 
Ratios(Percent)

AIR Modeled                      
Loss Ratios Post-

SRA(Percent)
1974 146.24% 113.56%
1975 70.14% 76.16%
1976 164.98% 111.19%
1977 102.35% 93.46%
1978 61.60% 71.21%
1979 35.14% 64.94%
1980 86.54% 84.62%
1981 74.66% 77.42%
1982 96.78% 89.57%
1983 113.79% 96.53%
1984 73.03% 74.79%
1985 62.96% 70.57%
1986 75.93% 74.90%
1987 38.82% 65.14%
1988 183.64% 121.37%
1989 94.15% 88.22%
1990 56.57% 69.08%
1991 87.18% 82.21%
1992 63.29% 72.89%
1993 126.62% 102.82%
1994 60.41% 70.08%
1995 74.29% 78.10%
1996 60.02% 69.88%
1997 42.84% 66.06%
1998 76.56% 77.22%
1999 85.28% 80.80%
2000 88.40% 82.31%
2001 93.64% 83.45%
2002 100.47% 91.64%
2003 81.60% 79.07%
2004 86.24% 83.40%
2005 56.74% 69.44%
2006 74.61% 77.61%
2007 67.86% 74.83%
2008 105.21% 91.11%
2009 60.65% 70.62%
2010 53.87% 68.18%
2011 82.98% 79.16%
2012 153.85% 113.59%
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• Changes from RMA
• SRA sharing change
• Pure Premium Rate Change

• Market Driven Changes
• Commodity Price 
• Volatility Change

• Farmer Preference Change
• Coverage level change
• Trend adjustment option 
• Unit structure

FACTORS AFFECTING CHANGES
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SRA CHANGES TO INSURER’S SHARE OF 
RETAINED GAIN/LOSS
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Government Share of:

Loss

Gain

# Group 1 States: Illinois, Indiana, Iowa, Minnesot a, Nebraska

Net Book Quota Share of 6.5% (5%)
Gain/Loss Ceded to Government

7.5% (5%)

3% (2%)

13.5%     (9%)

3% (2%)

22.5%     (15%)97.5% (75/94/94%)*

5% (all 17%)

42.5%  (50/50/57%)*

5% (8/11/11%)*
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10% (all 17%)

45% (40/40/43%)*
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5% (8/11/11%)*

(Values in Previous SRA) 

* (for CAT/Buy/Revenue) Sub-funds
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PREMIUM RATE CHANGES TO BASE RATES WERE 
CHANGED FOR 2012 AND 2013 CROP SEASONS
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Average Percent Change in Premium Rates
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Average Percent Change of Total Premium Volumes for  All Crops 
and All States

For the entire program, 
the premium rates have 
not significantly changed 
in 2014
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The final outcome maybe significantly different, depending on producers’ choices of 
acreage and policy terms

Unit 
Structure

Acreage 

Coverage 
Level

B – Including Prices and Volatility Changes 2013-2014

The final outcome maybe 
significantly different, depending 
on producers’ choices of 
acreage and policy terms
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Estimated Observed

Shift in 
Unit Structure 
& 
Acreage

2012 -2013 Observed VS Estimated Change in Premium
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- Industry Average Loss Ratio ( Based on Industry 
Premium and Low Volatility Catalog)

ANNUAL AVERAGE LOSS OF INDUSTRY DUE TO 
RECENT RMA CHANGES

2013 Rate
and Old SRA

2013 Rate 
and New 
SRA

2014 Rate 
and New 
SRA

US total 81.5% 83.9% 84.2%

IA 75.2% 83.7% 85.3%

IL 75.3% 83.7% 83.9%

IN 75.6% 84.1% 83.8%

TX 82.4% 82.5% 81.6%
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ADDITIONAL READING: AIR CURRENTS
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GOVERNMENT REPORT
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• The US agriculture insurance market has gone through 
a lot of changes in recent years

• RMA recent rerating and market profitbality

• AWI Modeling approach to deal with Agriculture risk 

SUMMARY


