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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 

d th i f th CAS d i d l l t idunder 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 businessimpairs 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 
tit t l ti t t itt b l di iantitrust 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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IT1: Forensics of the Commercial Auto 
Cycle And Where to NowCycle...And Where to Now

Description

This session will tackle the anatomy of the Commercial Auto results over theThis session will tackle the anatomy of the Commercial Auto results over the 
last underwriting cycle, including analyzing the components underlying the 
loss ratio rises and reserve strengthening in the last few years. A look back, 
ex‐ante, review of what we knew and how we might have known it earlier. g
The session will include both a quantitative and qualitative review of what 
happened, lessons learned, and what might happen in the current market. 

Moderator :
Kevin Hilferty, Guy Carpenter

Presenter:
Mike Mahoney, Senior Actuary, Liberty Mutual Reinsurance
John W. Buchanan, Principal, Excess & Reinsurance, Verisk / ISO
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CARe IT1: Forensics of Commercial Auto 
Agenda

Introduction

Agenda

– Kevin Hilferty 5 minutes   

Historical Commercial Auto Results 
Mike Mahoney 30 minutes– Mike Mahoney 30 minutes  

Analyzing More Recent Results and Role of 
Benchmarking in the Underwriting CycleBenchmarking in the Underwriting Cycle
– John Buchanan 35 minutes       

Q&A 5 minutesQ&A 5 minutes

To the extent there is time, will pause for questions after each of the 

Three main sections. Otherwise, will have questions at the end.Three main sections.  Otherwise, will have questions at the end.  
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Section ISection I
Introduction

Kevin Hilfertyy

Section 2Section 2
Historical Commercial Auto Results

Mike Mahoney



US P&C Primary Industry
C i l A t / T k Li bilit / M di lCommercial Auto/ Truck Liability/ Medical

1.   Losses grew less 
Accident Gross Earned Commission Estimated Estimated Discounted

Year Premium Ratio Ultimate Loss Ultimate LR Loss & Comm Ratio
1984 6 46 8 41 130% 109%

g
than 3% per year 
over last 20 years.

2.   Premium remained 
t ti f 1987

1984 6.46 8.41 130% 109%
1985 8.66 9.65 111% 91%
1986 13.11 9.88 75% 69%
1987 14.99 10.80 72% 71%
1988 14.76 11.41 77% 74%
1989 15.04 12.18 81% 76%
1990 15 02 11 83 79% 74%static from 1987 

to1999 as losses 
grew more than 50%

3 Commissions appear

1990 15.02 11.83 79% 74%
1991 14.75 12.2% 10.80 73% 70%
1992 14.87 11.4% 10.95 74% 72%
1993 15.23 11.3% 11.78 77% 77%
1994 15.75 11.3% 13.15 83% 85%
1995 15.12 12.1% 12.54 83% 81%
1996 15.27 12.2% 13.22 87% 84%3.   Commissions appear 

remarkably stable.

4.   2006 was still very 
profitable. Premium 

1997 15.34 12.7% 14.05 92% 90%
1998 15.13 13.0% 14.58 96% 94%
1999 15.54 12.7% 16.44 106% 104%
2000 17.00 12.5% 17.09 101% 98%
2001 18.54 12.9% 16.75 90% 88%
2002 21.83 12.6% 16.30 75% 79%

•

p
and loss static since 
2003.

2003 23.96 12.3% 15.99 67% 73%
2004 24.59 12.7% 15.88 65% 73%
2005 25.14 12.3% 16.47 66% 73%
2006 24.85 16.96 68% 73%

Total 380.94 307.12 81%
Annual Growth
1987 2006
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•‘

1987-2006 
(Exp. Fit) 3.0% 2.7%
1987-2006 2.7% 2.4%

Source:  AM Bests Averages and Averages and primary company Annual Statements

US P&C Primary Industry
C i l A t / T k Li bilit / M di lCommercial Auto/ Truck Liability/ Medical

1.   Restated Loss 
Accident Gross Earned Estimated Estimated Smoothed Restated

Year Premium Ultimate Loss Ultimate LR Premium Loss Ratio

Ratio is 
remarkably stable.

2.   Only a small 

1984 6.46 8.41 130%
1985 8.66 9.65 111%
1986 13.11 9.88 75%
1987 14.99 10.80 72% 14.99 72%
1988 14.76 11.41 77% 15.43 74%
1989 15.04 12.18 81% 15.89 77%
1990 15 02 11 83 79% 16 35 72%residual cyclical 

effect.

1990 15.02 11.83 79% 16.35 72%
1991 14.75 10.80 73% 16.84 64%
1992 14.87 10.95 74% 17.34 63%
1993 15.23 11.78 77% 17.85 66%
1994 15.75 13.15 83% 18.37 72%
1995 15.12 12.54 83% 18.92 66%
1996 15.27 13.22 87% 19.48 68%

Conclusion: 

Soft market u/w 
losses were driven 
by inadequate

1997 15.34 14.05 92% 20.05 70%
1998 15.13 14.58 96% 20.64 71%
1999 15.54 16.44 106% 21.25 77%
2000 17.00 17.09 101% 21.88 78%
2001 18.54 16.75 90% 22.53 74%
2002 21.83 16.30 75% 23.20 70%
2003 23 96 15 99 67% 23 88 67%by inadequate 

premium rather 
than extraordinary 
growth in losses.

2003 23.96 15.99 67% 23.88 67%
2004 24.59 15.88 65% 24.59 65%
2005 25.14 16.47 66% 25.31 65%
2006 24.85 16.96 68% 26.06 65%

Total 380.94 307.12 81%
Annual Growth 3.0%

Source:  AM Bests Averages and Averages and primary company Annual Statements
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US P&C Primary Industry
C i l A t / T k Li bilit / M di lCommercial Auto/ Truck Liability/ Medical

1.   It is astounding 

Accident Gross Earned Estimated Estimated Original 12 Mo
Year Premium Ultimate Loss Ultimate LR Ultmate LR

1984 6.46 8.41 130%g
that from 1989 to 
2001 original12 
month LR was 
always between 80

1985 8.66 9.65 111%
1986 13.11 9.88 75%
1987 14.99 10.80 72%
1988 14.76 11.41 77%
1989 15.04 12.18 81% 82%
1990 15.02 11.83 79% 83%
1991 14 75 10 80 73% 82%always between 80 

and 85 while the 
ultimate LR varied 
between 73 and 
106

1991 14.75 10.80 73% 82%
1992 14.87 10.95 74% 81%
1993 15.23 11.78 77% 81%
1994 15.75 13.15 83% 82%
1995 15.12 12.54 83% 83%
1996 15.27 13.22 87% 81%
1997 15 34 14 05 92% 84%106.

2. 1991 had a 12 mo LR 
of 82 and 1999 had 
a 12 mo LR of 

1997 15.34 14.05 92% 84%
1998 15.13 14.58 96% 85%
1999 15.54 16.44 106% 85%
2000 17.00 17.09 101% 84%
2001 18.54 16.75 90% 80%
2002 21.83 16.30 75% 73%
2003 23 96 15 99 67% 69%

85!!!!! 
2003 23.96 15.99 67% 69%
2004 24.59 15.88 65% 67%
2005 25.14 16.47 66% 67%
2006 24.85 16.96 68%

Total 380.94 307.12 81%

Source:  AM Bests Averages and Averages and primary company Annual StatementsPage 9

1989 - 2005 Ultimate Loss Ratios - "Original Call" versus Developed
Commercial AutoCommercial Auto

105.0%

110.0%
Look in the band of 80-85 – thirteen straight years 

that was the “Original” pick Only three years did it

90.0%

95.0%

100.0%
that was the Original  pick – Only three years did it 

stay in that band

75.0%

80.0%

85.0%

60.0%

65.0%

70.0%

Ultimate Direct Loss Ratio "Original" Loss Ratio Call

1989 1994 1999 2004

Source – AM Bests Aggregate and Averages, Annual Statements, CARE 2008 presentation  by Isaac Mashitz
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1984-2006 Commercial Auto 
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Source – AM Bests Aggregate and Averages, Annual Statements, CARE 2008 presentation  by Isaac Mashitz

Ultimate Losses Compared to GDP
US Gross Domestic Product
CA/GL/WC/PL

Ultimate Losses
1. Insured loss as 

% f GDP Ultimate Losses
Accident Primary Ultimate losses

Year Industry GDP As a % of GDP
1995 55.36 7,398                 0.75%
1996 58.06 7,817                 0.74%

a % of GDP 
grew by about 
25% in soft 
market and 

t d t 1997 64.14 8,304                 0.77%
1998 74.93 8,747                 0.86%
1999 84.36 9,268                 0.91%
2000 90.46 9,817                 0.92%
2001 93 58 10 128 0 92%

returned to 
normal levels 
as market 
hardened.

2001 93.58 10,128              0.92%
2002 89.23 10,470              0.85%
2003 85.21 10,971              0.78%
2004 85.34 11,734              0.73%
2005 92.28 12,455              0.74%
2006 101 16 13 246 0 76%

2. I believe this 
explains 
residual 
cyclical effect 2006 101.16 13,246              0.76%

Average
1995 - 2006

Annual Growth 5.6% 5.4% 0.81%
Exponential Fit 4.9% 5.2%

cyclical effect 
after premium 
smoothing in 
earlier 
exhibits.

Amounts in USD Billions

exhibits.

Page 12 Source – AM Bests Aggregate and Averages, Annual Statements, CARE 2008 presentation  by Isaac Mashitz



Industry versus GDP updatey p

Page 13
Source – SNL/Fed Reserve bank of St. Louis
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1984-2006 Commercial Auto 
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S AM B t A t d A A l St t t CARE 2008 t ti b I M hitSource – AM Bests Aggregate and Averages, Annual Statements, CARE 2008 presentation  by Isaac Mashitz
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1984 2006 C i l A t A l L R ti

140.0%

1984-2006 Commercial Auto Annual Loss Ratio

R i R i

100.0%

120.0%
Recession Recession

60.0%

80.0%

20 0%

40.0%

0.0%

20.0%

1984 1989 1994 1999 2004

Source – AM Bests Aggregate and Averages, Annual Statements,  CARE 2008  presentation  by Isaac Mashitz

Conclusion - Two recessions did not seem to impact the business noticeably
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1984-2006 Loss Ratios - Direct and ceded

180 0%
Commercial Auto

160.0%

180.0%

Recession
Recession

120.0%

140.0%

80 0%

100.0%

60.0%

80.0%

Ul i Di L R i Ul i C d d L R i

1984 1989 1994 1999 2004

Ultimate Direct Loss Ratio Ultimate Ceded Loss Ratio

Same looking patterns, so recession seems like not the story.  
Note - Reinsurance results are 52% more volatile than primary 

Source – AM Bests Aggregate and Averages, Annual Statements, CARE 2008 presentation  by Isaac Mashitz

Note Reinsurance results are 52% more volatile than primary 
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Source : SNL

US Reinsurance Industry Reserve Development
All Li N t $ BilliAll Lines - Net - $ Billions

1. Historically for 

Accident Original Developed Adv/  (Fav) Percent
Year Reserves Reserves Dev Develop after

1984 3.6                  6.0                 2.4                   67% 10 yearsy
reinsurers, 
adverse 
development only 
occurred during

1985 4.2                  5.6                 1.4                   33% 10 years
1986 6.2                  5.5                 (0.7)                 -11% 10 years
1987 6.7                  5.1                 (1.6)                 -24% 10 years
1988 6.0                  4.9                 (1.1)                 -18% 10 years
1989 6.1                  5.8                 (0.3)                 -5% 9 years
1990 6.4                  6.1                 (0.3)                 -5% 10 years
1991 7.2 6.8 (0.4) -6% 10 yearsoccurred during 

soft market 
accident years.

2. Historically for 

1991 7.2                6.8               (0.4)                6% 10 years
1992 7.7                  7.7                 -                  0% 10 years
1993 8.3                  7.8                 (0.5)                 -6% 9 years
1994 8.9                  8.5                 (0.4)                 -4% 10 years
1995 9.6                  9.0                 (0.6)                 -6% 10 years
1996 10.1               10.6              0.5                   5% 10 years
1997 10.1               11.5              1.3                   13% 10 years
1998 10 0 14 2 4 3 43% 9 years

reinsurers, hard 
market years 
develop favorably.

3 For reinsurers the

1998 10.0              14.2             4.3                  43% 9 years
1999 12.2               18.5              6.3                   52% 8 years
2000 13.0               19.8              6.8                   52% 7 years
2001 17.2               20.3              3.1                   18% 6 years
2002 13.7               14.3              0.6                   4% 5 years
2003 14.8               13.0              (1.8)                 -12% 4 years
2004 15.4               14.3              (1.2)                 -8% 3 years
2005 18 0 17 9 (0 1) 1% 23. For reinsurers, the 

years 1989-1996 
are remarkably 
stable

2005 18.0              17.9             (0.1)                -1% 2 years
2006 12.8               12.8              1 year

1984-85 7.8                  11.6              3.8                   49%
1986-88 18.9               15.5              (3.4)                 -18%

1989-96 64.3              62.3             (2.0)                -3%

Source: Bests Aggregates and Averages

( )
1997-2001 62.5               84.3              21.9                35%
2002-2006 74.8               72.3              (2.5)                 -3%

Soft Market 70.3               95.9              25.7                37% 84-85 & 97-01
Hard Market 93.7               87.8              (5.9)                 -6% 86-88 & 02-06
Stable Market 64.3               62.3              (2.0)                 -3% 89-96
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2005 2006 2007 2008 2009 2010 2011 2012 2013

Industry (26,733,981) (21,516,288) (17,508,323) (17,774,953) (9,720,584) (3,525,180) (6,289,559) (7,444,176) (4,086,401)

CA (773,251) (826,447) (362,028) (229,881) (416,488) 520,624 943,582 616,023 304,849

Page 19

2.9% 3.8% 2.1% 1.3% 4.3% -14.8% -15.0% -8.3% -7.5%

Source : SNL

CARE: Intermediate Track 1
Forensics of the Commercial Auto Forensics of the Commercial Auto 
Cycle...And Where to Now

Boston, Massachusetts
June 6  2016June 6, 2016
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IT 1:  Forensics of the Commercial Auto Cycle

• Benchmarking Analysis Framework
Benchmarking components

y
Agenda

– Benchmarking components
– Where are we in the underwriting cycle?
– Assessing confidence

• Commercial Auto Experience Through 12/31/2015Commercial Auto Experience Through 12/31/2015
– Raw experience and on-level
– Using rate changes and power units (TTT)
– Ground-up and excess indications

i i i i f– Frequency, severity, layer increased limits factors
• Qualitative vs. Quantitative

– Historical issues and reconciling to graphs
Future and Emerging Issues– Future and Emerging Issues

• Where to Now?
– Impact Telematics, improved class plans, exposure bases

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Benchmark Assessment Matrix
A S t d F kA Suggested Framework

• All information received can be slotted (“pigeonholed”) for 
f th  l ifurther analysis

• Set up an initial matrix of lines of business and types of analyses 
of interest to a primary company or reinsurer

US some 30 LOBs and 20 types of analyses– US some 30 LOBs and 20 types of analyses
– Trends, LDFs, ILFs, rate changes …, cycle analysis
– Similar for Global

• Visual framework to systematically:Visual framework to systematically:
– Survey and slot internal and external info into each cell
– Assess confidence of each item in each cell
– Establish priorities for pricing projects – direct and proxyp p g p j p y

• Ultimately chief actuaries and upper management use all 
information to assess market cycles for each LOB

• Framework for slotting actuarial presentations, including today’s

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

g p g y

Source: IT2  Intermediate / Advanced - CARe May 2014 (JBuchanan)
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Benchmarking ComponentsBenchmarking Components
Primary and Excess

T d• Trends
• Loss Development Factors
• Rate Changesg
• Ground Up Loss Costs
• Excess Loss Factors

Allocated Loss Adjustment Expenses• Allocated Loss Adjustment Expenses
• Loss Ratios
• Emerging Issues
• Line of Business Correlations

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Where are we in the Underwriting Cycle?

23

Benchmark Assessment Matrix
Estimating Confidences - Illustrative

1 2 3 4 5 6 7

Trends

Ground Up Excess Loss Dev't Factors

Severity Freq Exposure Severity Freq Ground Up Excess

Property       

Casualty       

Specialty       

8 9 10 11 12 13 14 15

Excess State/ Layer

Rate Changes Ground-Up Loss Hazard/ Experience/ Emergence

Primary Reinsurance Loss Costs Factors ALAE Subline Exposure Testing

Property        

Casualty        

Specialty        

16 17 18 19 20 21 22 23

Industry LOB Where

External Loss Ratios Aggregate Macro Redund/Def/ in the 

Forces Primary Reinsurers Volatility Distribution Application Correlations Cycle?

Property        

Casualty        

Specialty        

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Source: Adapted from IT2  Intermediate / Advanced - CARe May 2014 (JBuchanan)
24

Confidence: Good  Medium  Some  Minimal 



Case Study

Commercial Auto

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
Insurance Services Office, Inc. All rights reserved. Confidential and Proprietary

Industry Observations: IllustrativeIndustry Observations: Illustrative

• Adverse prior year reserve development for the 3rd consecutive year 

• Only major commercial line to add to prior year reserves

• Only line that continues to see rate increases in the low to mid-single-
digit rate

• Industry direct written premium was up 9% in 2014 driven by continued y p p y
rate increases and exposure growth

• All of the 2010-2013 years have developed adversely, with AY'11 the 
worst so far.

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Source: Compiled by ISO from Dowling & Partners Securities, LLC IBNR Reports (1H2015) – Used with Permission
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Commercial Auto – TTT- CountrywideCommercial Auto TTT Countrywide
Average Ground-up Loss Ratios @12/31/2015
Before Rate Level Changes

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto - TTT - CountrywideCommercial Auto TTT Countrywide
Average Ground-up Loss Ratios @12/31/2015
After Rate Level Changes (on-level 2015)

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto - TTT- CountrywideCommercial Auto TTT Countrywide
Average Ground-up Loss Costs @12/2015
Per Exposure Unit (Power Units)

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto - TTT- CountrywideCommercial Auto TTT Countrywide
Comparison On-Level Loss Ratios and Per Exposure Loss Costs

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
30

NB:  additional variables such as truck employment, truck tonnage, new heavy truck sales, and other economic indicators should be explored to help 
analyze residual trend indications (see Dave Clark – IT2 and C28); other Emerging Issues variables described in slides 48-54 should also be reviewed. 



Commercial Auto – TTT - CountrywideCommercial Auto TTT Countrywide
Average Ground-up Average Severity @ 12/2015

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
31

Commercial Auto - TTT – State DifferencesCommercial Auto TTT State Differences
Average Ground-up Loss Ratio @12/2015
Including Split Between Frequency and Severities

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto - TTT – State DifferencesCommercial Auto TTT State Differences
Excess Frequency >10k @12/2015
Using On-Level Premium and Assuming 3% Severity Trend

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto – TTT – CountrywideCommercial Auto TTT Countrywide
Excess Layer Losses to compare to ILF’s @ 12/2015

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto - TTT – State DifferencesCommercial Auto TTT State Differences
Excess Partial Loss Ratios 900x100k @12/2015
Using On-Level Premium and Assuming 3% Severity Trend

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto – Lengthening Loss Development
Vi  t 2010  E t  5   l  900 100kView at 2010: Ex-ante 5 years – excess layer 900x100k

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
36



Commercial Auto – ERLI Warningg
View at 2010: Ex-ante 5 years – excess layer 900x100k

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto- TTT – ERLI Warningg
Adverse Development from Initial Estimate - Total

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto- TTT – ERLI Warningg
Adverse Development from Initial Estimate – Total by Calendar Year

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Umbrella and Excess: Commercial Auto Componentp
Average Severities and Policy Limits

S ISO SOLM UXS

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Source: ISO SOLM-UXS
Losses unadjusted for rate changes
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Rate Changes Through 6/30/2015g g / /
Liability & Physical Damage 

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Source: ISO MarketWatch – released 9/15/2015

41

Rate Changes: State Competitive IndexesRate Changes: State Competitive Indexes

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Note:  Competitive Index is the average rate change in that state vs. the overall countrywide average
Negative means more competitive (softer market) and positive means less competitive (harder market).

Source: ISO MarketWatch – released 9/15/2015
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Rate Changes: State Competitive IndexesRate Changes: State Competitive Indexes

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Note:  Competitive Index is the average rate change in that state vs. the overall countrywide average
Negative means more competitive (softer market) and positive means less competitive (harder market).

Source: ISO MarketWatch – released 9/15/2015
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Commercial Auto Liability – Incurred Loss RatiosCommercial Auto Liability Incurred Loss Ratios

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

Source: ISO Data Cube – Experience Profiler (2009-2013)
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Comparison of 2009-2013 Loss Ratios to 2014 Rate Changes

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Rate Change ObservationsRate Change Observations

• Rate change deterioration 
O ll t   d  b  1 5%   f  2005 t  2011 – Overall rates were down by 1-5% per year from 2005 to 2011 
(2007 to 2009 down by 3-5%) 

– Taking premium size into consideration the rates related to 
the larger premium sizes are down by 3% to 9% per year from the larger premium sizes are down by 3% to 9% per year from 
2005 to 2012.

– These larger rate reductions may impact E&S, reinsurers and 
primary companies insuring larger auto fleetsprimary companies insuring larger auto fleets

• Large differentials by state and premium size
• Adverse loss ratio experience by state tends to give 

rise to subsequent rate activityrise to subsequent rate activity

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
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Commercial Auto ConclusionsCommercial Auto Conclusions
• Long-term pricing reductions in the early to mid 2000s were 

partially offset by significant frequency reductions in that period

• Pricing continued to drop in the later 2000s, but frequencies 
leveled off presenting pent up pressure on results

• Loss ratios increased from 2009 to 2012 by over 25% - from mid Loss ratios increased from 2009 to 2012 by over 25% from mid 
50%’s to close to 70%: long-term severities increased, 
development factors lengthened, frequencies started to rise, 
excess layer %’s increased, rates were still dropping 

• After prices started to rise in 2012, loss ratios leveled off are now 
trending back up again towards the mid 60%s

• It appears trends may not have been spotted by many carriers, It appears trends may not have been spotted by many carriers, 
as we have seen late emerging losses and significant 
subsequent years reserve strengthening

• Significant state and commercial auto type differences

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

g yp
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Emerging IssuesEmerging Issues
Qualitative vs. Quantitative

Analysis

Confidential - Not for Distribution without permission

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary
Insurance Services Office, Inc. All rights reserved. Confidential and Proprietary
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Qualitative and Quantitative Analysis – Overview and Steps
R ili  d P j ti  E t d I t   T d I di ti

Overview: Apply knowledge from internal and external sources
– Assess qualitative impacts affecting individual lines of business 

Reconciling and Projecting Expected Impacts on Trend Indications

q p g
– Evaluate impacts on combinations of lines under an ERM framework; historical and 

emerging

1. Start with a survey list of potential historical issues or topics 
– e.g. impact of seat belt laws for Personal Auto or MPL under various time framese.g. impact of seat belt laws for Personal Auto or MPL under various time frames

2. Assess whether each item would have a positive or negative impact
– e.g. expected to reduce (positive) or increase (negative) the frequency trend, no 

impact or unknown

3 Attempt to q antif  impact of each item3. Attempt to quantify impact of each item
– Low, medium, high, or unknown

4. Reconcile various impact items, direction and magnitude, on historical frequency 
trend indications

– Eyeball axiom – do the two visuals line up across the time periods included?
– Perhaps more rigorous trend analysis confidence level tests can be applied

5. Do the same for: 
– Across line impacts under ERM (e.g. economy, climate change, etc.)

2016 © Insurance Services Office Inc. All rights reserved. Confidential and Proprietary

p ( g y, g , )
– Severity impacts and other items in Benchmark Assessment Matrix
– Future emerging issues

Source: CARe Seminar (CS1)– JBuchanan – 6/2013
49

Frequency Trend Assessment Matrixq y
Impact Illustration #1 – Personal Auto Cycle Components
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Source: CARe Seminar (CS1)– JBuchanan – 6/2013
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Frequency Trend Assessment Matrix - Illustrativeq y
Impact Illustration #1 – Personal and Commercial Auto Cycle Components
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Frequency/Severity Trend Assessment Matrix – Illustrative
Impact Illustration #1 Commercial Auto Cycle Components   (In Progress)Impact Illustration #1 –Commercial Auto Cycle Components   (In Progress)
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Source: ISO SOLM 2016 v1



Frequency Trend Assessment Matrixq y
Impact Illustration #2 – MPL Cycle Components
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Emerging Issues - Illustrationg g
Assessing Impact by Line of Business Framework
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Source: CARe Seminar (CS1)– JBuchanan – 6/2013
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