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A tit t N tiAntitrust NoticeAntitrust Notice

The Casualty Actuarial Society is committed to adhering strictly toThe Casualty Actuarial Society is committed to adhering strictly toThe Casualty Actuarial Society is committed to adhering strictly to 
th l tt d i it f th tit t l S i d t dthe letter and spirit of the antitrust laws Seminars conductedthe 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 aunder the auspices of the CAS are designed solely to provide a g y
forum for the expression of various points of view on topicsforum for the expression of various points of view on topics p p p
described in the programs or agendas for such meetingsdescribed in the programs or agendas for such meetings.  p g g g

U d i t h ll CAS i b dUnder no circumstances shall CAS seminars be used as a meansUnder no circumstances shall CAS seminars be used as a means 
for competing companies or firms to reach any understandingfor competing companies or firms to reach any understanding –p g p y g
expressed or implied that restricts competition or in any wayexpressed or implied – that restricts competition or in any way p p p y y
impairs the ability of members to exercise independent businessimpairs the ability of members to exercise independent businessimpairs the ability of members to exercise independent business 
j d t di tt ff ti titijudgment regarding matters affecting competitionjudgment regarding matters affecting competition.  

It is the responsibility of all seminar participants to be aware ofIt is the responsibility of all seminar participants to be aware of p y p p
antitrust regulations to prevent any written or verbal discussionsantitrust regulations, to prevent any written or verbal discussionsantitrust regulations, to prevent any written or verbal discussions 
th t t i l t th l d t dh i t tthat appear to violate these laws and to adhere in every respect tothat appear to violate these laws, and to adhere in every respect to 
th CAS tit t li lithe CAS antitrust compliance policythe CAS antitrust compliance policy.p p y
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C t S i C 23 Wh l S i iConcurrent Session C-23: Wheels SpinningConcurrent Session C 23: Wheels Spinning

This session will provide a detailed update to the Commercial Auto industry experience• This session will provide a detailed update to the Commercial Auto industry experience, p p y p ,
t tl t d t th CAS Wh l D imost recently presented at the CAS Wheels Down sessionsmost recently presented at the CAS Wheels Down sessions.  

• We will briefly review the results from 2009 through 2016 and then provide a detailed• We will briefly review the results from 2009 through 2016, and then provide a detailed y g , p
fi t i f 2017 i 2018 b ki d th ll lt i t th l t t ffirst view for 2017 in 2018, breaking down the overall results into the latest frequencyfirst view for 2017 in 2018, breaking down the overall results into the latest frequency 
and severity trends rate changes lengthening development factors pressures onand severity trends, rate changes, lengthening development factors, pressures on 
increased limits factors and resulting profitability issuesincreased limits factors, and resulting profitability issues. g p y
Additi l i d t i i ht ill b i i l di b i i i i i d t d• Additional industry insights will be given including bringing in various industry andAdditional industry insights will be given, including bringing in various industry and 
governmental sources and a diagnosis of the past and potential remedies for thegovernmental sources, and a diagnosis of the past and potential remedies for the 
futurefuture.  
A d i d i l d h h li d h h h• An underwriter and commercial auto product manager who has lived through theAn underwriter and commercial auto product manager who has lived through the 
wheels ups and downs over the last decade will give their experience from a groundwheels ups and downs over the last decade will give their experience from a ground p g p g
level perspective including measures to help underwriters improve their insights in thislevel perspective, including measures to help underwriters improve their insights in this e e pe spec e, c ud g easu es o e p u de e s p o e e s g s s

ti ll h ll i li f b icontinually challenging line of businesscontinually challenging line of business. 

© 2018 Insurance Services Office, Inc. All rights reserved. 3g



C 23 Wh l S i i A dC-23: Wheels Spinning AgendaC 23: Wheels Spinning Agenda

• Introduction and update – John 30 mins• Introduction and update – John 30 minsp
B i f i f 2009 t 2016– Brief review of 2009 to 2016Brief review of 2009 to 2016

– Detailed update as of 12/31/2017Detailed update as of 12/31/2017
Review latest trends rate changes loss development increased limits factor pressures– Review latest trends, rate changes, loss development, increased limits factor pressures, g
profitability issues underwriting cycle impactsprofitability issues, underwriting cycle impactsp y g y p

Additi l i d t i i ht Bill 20 i• Additional industry insights – Bill 20 mins• Additional industry insights – Bill 20 mins  y g
F th di i f hi t i l bl– Further diagnosis of historical problemsg p

– Using various industry and government sourcesUsing various industry and government sources
– Diagnosis of past and potential future remedies– Diagnosis of past and potential future remedies
A d t ti Di 15 i• A product manager perspective – Diane 15 minsA product manager perspective Diane 15 mins

A view from the trenches over the last decade– A view from the trenches over the last decade
Wi d l– Winners and losersWinners and losers 

– Measures to help improve insightsMeasures to help improve insights
Further discussion and Q&A Panel 10 mins• Further discussion and Q&A - Panel 10 minsFurther discussion and Q&A Panel 10 mins 
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C i l A t Vi t 2010Commercial Auto – View at 2010Commercial Auto View at 2010

FrequencyFrequency

Looking back at Trend Looking back at Trend g
at  2010:at  2010:
F i  t dil  •Frequencies steadily q y

reducing from early 2000sreducing from early 2000sg y
• Recent severities overall flat• Recent severities overall flat

S itSeverityy

S  ISO Slid  f  CAS C lt  L  R  S i  S t b  12  2017 (LOB 3 Wh l  D  J  B h )Source: ISO Slides from CAS Casualty Loss Reserve Seminar – September 12, 2017 (LOB-3 Wheels Down – J. Buchanan)
© 2018 Insurance Services Office, Inc. All rights reserved. 6g



C i l A t Vi t 2010Commercial Auto – View at 2010Commercial Auto View at 2010

Holistic view at 2010:Holistic view at 2010:
• On level Loss ratios going • On level Loss ratios going 
down since 2004down since 2004
• Frequencies steadily reducing Frequencies steadily reducing 
f  l  2000from early 2000sy
• Severities overall flat• Severities overall flat

l i l  i k  d i• Relatively quick LDF duratione a e y qu c   du a o
avg GU reported loss = 1 2 - avg GU reported loss = 1.2 

yearsyears
 id  2 4 - avg paid = 2.4 yearsg p y

• Moderate reductions in rates • Moderate reductions in rates 
since 2005since 2005

Mostly BI claims but their • Mostly BI claims – but their 
trends ok as welltrends ok as well

O ll  th  t l l l  • Overall, the current on-level loss ,
ratio compared to long term is 8 ratio compared to long term is 8 
pts better (60.0% long-term vs. pts better (60.0% long term vs. 
51 9% t)51.9% current))

© 2018 Insurance Services Office, Inc. All rights reserved. 77 g7



C i l A t Vi t 2010Commercial Auto – View at 2010Commercial Auto View at 2010

i iCommercial Auto – TTT ERLI Warning – Excess Layer 900x100kCommercial Auto – TTT - ERLI Warning – Excess Layer 900x100kg y
Check to see if any early Check to see if any early 

i  d l t i  warning development signs warning development signs 
i  i  l  d in various layers and 

+15 2%
y

components   +15.2%components.  p

Overall ok  except  AY 2009 Overall ok, except  AY 2009 
indicates a bit of a blip up –indicates a bit of a blip up 
252M expected, but 290M 252M expected, but 290M 

t l   15 2% d  actual, or 15.2% adverse actual, or 15.2% adverse 
d l tdevelopment.p

© 2018 Insurance Services Office, Inc. All rights reserved. 8g



C i l A t Vi t 2014Commercial Auto – View at 2014Commercial Auto View at 2014

Due to frequencies and Due to frequencies and 
iti  b th ti ki   severities both ticking up severities both ticking up 

i  2009  ll TTT l  since 2009, overall TTT loss ,
ratio went from 51 9% to ratio went from 51.9% to 
62 8%62.8%

© 2018 Insurance Services Office, Inc. All rights reserved. 9g



C i l A t Vi t 2014Commercial Auto – View at 2014Commercial Auto View at 2014

C i l A t  CA  (3 k t ) ERLI W i  E  L  900 100kCommercial Auto – CAu (3 markets) - ERLI Warning – Excess Layer 900x100kCommercial Auto CAu (3 markets) ERLI Warning Excess Layer 900x100k

Each calendar year since Each calendar year since 
2009 h d i ifi t d  2009 had significant adverse 2009 had significant adverse 
d l t d  t  development due to p
lengthening loss lengthening loss g g
development taildevelopment tail.

© 2018 Insurance Services Office, Inc. All rights reserved. 1010 g10



C i l A t Vi t 2016Commercial Auto – View at 2016Commercial Auto View at 2016

I t l R t  Ch  Th h 3/31/2016 Li bilit  & Ph i l DIncremental Rate Changes Through 3/31/2016 - Liability & Physical DamageIncremental Rate Changes Through 3/31/2016 Liability & Physical Damage

Rates reducing from 2005 Rates reducing from 2005 
t  2011  d i t tl  to 2011, and importantly to 2011, and importantly 
did ’t  iti  til didn’t go positive until g p
2012 even though loss 2012 even though loss g
trends changed direction trends changed direction 
3 years earlier   3 years earlier.  

Larger policies, in general Larger policies, in general 
h  l  t  have larger rate have larger rate 

d ti  d b k t  reductions, and back to ,
flat early 2016flat early 2016.y

S  ISO M k tW t h l d 6/15/2016  f th  d t il  i  C i l A t i l P l D b  2016 Source: ISO MarketWatch – released 6/15/2016; further details in Commercial Actuarial Panel – December 2016 

© 2018 Insurance Services Office, Inc. All rights reserved. 11g



C i l A t Vi t 2016Commercial Auto – View at 2016Commercial Auto View at 2016

C i l A t  TTT ERLI W i  th h 2015 C l d  YCommercial Auto – TTT - ERLI Warning through 2015 – Calendar YearCommercial Auto TTT ERLI Warning through 2015 Calendar Year
Each calendar year since Each calendar year since 
2010 h d d  2010 had adverse 2010 had adverse 
d l t d  t  development due to p
lengthening loss lengthening loss g g
development tail   2014 development tail.  2014 
being by far the most being by far the most 
adverse  with all years adverse, with all years 
contributing besides first look contributing besides first look 

t 2015at 2015.at 2015.

© 2018 Insurance Services Office, Inc. All rights reserved. 12g



C i l A t Vi t 2016Commercial Auto – View at 2016Commercial Auto View at 2016

C i l A t  C i  TTT t  PPT C l d  YCommercial Auto – Comparing TTT to PPT – Calendar YearCommercial Auto Comparing TTT to PPT Calendar Year
TTT had its deterioration show TTT had its deterioration show 

 li  th  PPT  ith  up earlier than PPT, with over up earlier than PPT, with over 
h lf i  b  2013 f  half appearing by 2013 for pp g y
TTT  while PPT had its first TTT, while PPT had its first 
meaningful overall meaningful overall 
deterioration in that yeardeterioration in that year.

update with better resolutionupdate with better resolutionp

© 2018 Insurance Services Office, Inc. All rights reserved. 13g



C i l A t Vi t 2016Commercial Auto – View at 2016Commercial Auto View at 2016
i iState Comparison: 2009-2013 Loss Ratios to 2014 and 2015 Rate ChangesState Comparison: 2009-2013 Loss Ratios to 2014 and 2015 Rate Changes

Overall loss ratios by state for Overall loss ratios by state for 
the most part shows that the most part shows that 
hi h  l ti  l  ti  i  higher relative loss ratios in higher relative loss ratios in 
th  2009 t  2013 i d  the 2009 to 2013 period, p ,
produced higher than produced higher than p g
average rate changes in the average rate changes in the 
following two years (opposite following two years (opposite 
colors)colors).

© 2018 Insurance Services Office, Inc. All rights reserved. 1414g 14



C i l A t Vi t 2016Commercial Auto – View at 2016Commercial Auto View at 2016

Excess Overall Frequency>10k @ 12/2015 and Assuming 3% Severity TrendExcess Overall Frequency>10k @ 12/2015 and Assuming 3% Severity Trend

Overall frequency trend for Overall frequency trend for 
claims excess of 10k is larger claims excess of 10k is larger 
th  d  l i  b  than ground-up claims by than ground up claims by 

ll 1 25%  b t i ifi t overall 1.25%, but significant , g
variations by state  variations by state. y

© 2018 Insurance Services Office, Inc. All rights reserved. 15g



C i l A t Vi t 2016Commercial Auto – View at 2016Commercial Auto View at 2016
Excess Partial Loss Ratios 900x100k @12/2015 Assuming 3% Severity TrendExcess Partial Loss Ratios 900x100k @12/2015 Assuming 3% Severity Trend/ g y

Overall loss ratios by state for Overall loss ratios by state for 
the most part shows that the most part shows that 
hi h  l ti  l  ti  i  higher relative loss ratios in higher relative loss ratios in 
th  2009 t  2013 i d  the 2009 to 2013 period, p ,
produced higher than produced higher than p g
average rate changes in the average rate changes in the 
following two years (opposite following two years (opposite 
colors)colors).

© 2018 Insurance Services Office, Inc. All rights reserved. 16g



C i l A t Vi t 2017Commercial Auto – View at 2017Commercial Auto View at 2017

O ll l  ti  h  d Overall loss ratio has moved Overall loss ratio has moved 
t  67 8%   f  51 9% t to 67.8%, up from 51.9% at , p
2009   Rebounded 2009.  Rebounded 
frequency  heightened frequency, heightened 
severity trends  and severity trends, and 
lengthening development lengthening development 
factors, coupled with rates factors, coupled with rates 
th t  till i  d  that were still going down that were still going down 
th h 2012 t f  th  through 2012 account for the g
over 20 point increaseover 20 point increase.p

Source: SOLM 2017v1 pre-release
© 2018 Insurance Services Office, Inc. All rights reserved. 1717
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

O ll l  ti  Overall loss ratios Overall loss ratios 
d t i t d  bit f  2016 deteriorated a bit for 2016 
and prior due to further and prior due to further p
lengthening tail and adverse lengthening tail and adverse 
loss development   2017 loss development.  2017 
improved a bit due to improved a bit due to 
continued rate activity, and continued rate activity, and 
l d l  t dlessened loss trends.lessened loss trends.

The current TTT loss ratio of The current TTT loss ratio of 
73 0%  is 12 5 points worse 73.0%, is 12.5 points worse 
than longer term on-level than longer term on-level 
average of 60 5%average of 60.5%.

Source: SOLM 2018v1 pre-release (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)Source: SOLM 2018v1 pre-release (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)
© 2018 Insurance Services Office, Inc. All rights reserved. 19g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

R lt  i   it   Results using power units as Results using power units as 
b   l l i  base vs. on-level premium p
produce similar indicationsproduce similar indications.p

Continued adverse Continued adverse 
development in calendar development in calendar 

 20   ll  year 2017 across all years, year 2017 across all years, 
f  2nd  CY (2016  for 2nd worse CY (2016 worse C ( 0 6
after minor l ll in 2015)after minor lull in 2015).)

Source: SOLM 2017v1 pre-release
© 2018 Insurance Services Office, Inc. All rights reserved. 20
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
Commercial Auto Trend TTT Comparison On level premium vs  Power UnitsCommercial Auto Trend – TTT – Comparison On-level premium vs. Power UnitsCo e c a  u o e d  Co pa so  O e e  p e u  s. o e  U s

O ll i  i  t  Overall increase in cost per Overall increase in cost per 
l l i   b  53% on-level premium up by 53% p p y

per power unit  and up by per power unit, and up by p p p y
60% per on level premium60% per on-level premium.

Small improvement in 2017 Small improvement in 2017 
d   i d  due to continued rate due to continued rate 

ti it  d h t l  activity and somewhat lower y
trends for TTTtrends for TTT.

Source: SOLM 2017v1 pre-release; losses developed using 7-yr VWA; uses ISO MarketWatch 12/31/2017 rate changes –Source: SOLM 2017v1 pre release; losses developed using 7 yr VWA; uses ISO MarketWatch 12/31/2017 rate changes 
CA TTT Liability; power units in monthsCA-TTT Liability; power units in months

© 2018 Insurance Services Office, Inc. All rights reserved. 21g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

B dil  i j  i   h t Bodily injury is a somewhat Bodily injury is a somewhat 
l  ti  f t t l (71 5% larger portion of total (71.5% g p (
vs  70 3% in 2009)  and vs. 70.3% in 2009), and )
longer average reported loss longer average reported loss 
and payment durationand payment duration.

 h  hi h  f  BI shows higher frequency BI shows higher frequency 
t d  b t l  it  trends but lower severity y
trends than total and PDtrends than total and PD.

Source: SOLM 2017v1 pre-release using on-level premium as base
© 2018 Insurance Services Office, Inc. All rights reserved. 22

p g p
g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

PD excess of 25k shows PD excess of 25k shows 
somewhat lower frequency somewhat lower frequency 
trends but somewhat higher trends but somewhat higher 
overall average severity overall average severity 
t d  i i  f  21k i  2008 trends, rising from 21k in 2008 trends, rising from 21k in 2008 
t  38k i  2017 (80% i )to 38k in 2017 (80% increase)( )

Source: SOLM 2018v1 pre-release using on-level premium as base
© 2018 Insurance Services Office, Inc. All rights reserved. 23
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

F  ll f C i l A t  For all of Commercial Auto For all of Commercial Auto 
(TTT i  b t h lf f th  8 (TTT is about half of the 8 (
markets we analyze)  the markets we analyze), the y )
current loss ratio is 77 1%  vs  current loss ratio is 77.1%, vs. 
long-term on-level average long-term on-level average 
of 64 0%   of 64.0%.  

R t h t hi h  Recent somewhat higher g
o erall se erit  trends (4 9% overall severity trends (4.9% y (
vs  4 6% accounting for some vs. 4.6% accounting for some 
of the difference)of the difference).

Source: SOLM 2017v1 pre-release using on-level premium as base
© 2018 Insurance Services Office, Inc. All rights reserved. 24
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

R i l i  h t Regional carriers somewhat Regional carriers somewhat 
 ll i  t worse overall experience at p

75 6% for TTT  and 11 6 points 75.6% for TTT, and 11.6 points p
worse than long term onworse than long-term on-
level average 64%   level average 64%.  
Significant variations Significant variations 
b  i l  d ll  between regional, and all, between regional, and all, 

i  i t  carriers exist. 

Source: SOLM 2017v1 pre-release using on-level premium as base
© 2018 Insurance Services Office, Inc. All rights reserved. 25
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

Si ifi t   Significant pressure on Significant pressure on 
i d li it  f t  f  increased limits factors for 
layer 4 9M xs of 100k  going layer 4.9M xs of 100k, going y g g
from low 20% in 2009 to from low 20% in 2009 to 
above 30% currently  driven above 30% currently, driven 
by higher frequency and by higher frequency and 

d  i  d  steady severity trend excess steady severity trend excess 
f 3%  of 3%. 3%

Source: SOLM 2017v1 pre-release using on-level premium as base
© 2018 Insurance Services Office, Inc. All rights reserved. 26
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

R i l i  h   Regional carriers have worse Regional carriers have worse 
i  th  experience than super-p p

regional or national carriers  regional or national carriers, g
with losses less than 100k with losses less than 100k 
providing much of the providing much of the 
difference   difference.  

F t  d l i  Faster developing p g
companies ha ing better companies having better p g
experience than slower experience than slower 
companiescompanies.

Source: SOLM 2017 v1 using top 40 National Companies (market cap > $1B); regional is <250M market cap) © 2018 Insurance Services Office, Inc. All rights reserved. 27Source: SOLM 2017 v1 using top 40 National Companies (market cap > $1B); regional is <250M market cap) g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
I  Th   C ti  b t  P fit bilit  d LDF S d?Is There a Connection between Profitability and LDF Speed?Is There a Connection between Profitability and LDF Speed?

F t  d l  i  ll  h  Faster and slower companies generally have p g y
significantly different average case reserves at significantly different average case reserves at g g
comparable maturities  with faster companies comparable maturities, with faster companies 
putting up reserves much fasterputting up reserves much faster.

W  h  h    i ifi t li k b t  We have shown a very significant link between We have shown a very significant link between 
f t  ti  i  d b tt  ll lt  faster reporting companies and better overall results p g p
in the 38 markets we analyze on a macro basisin the 38 markets we analyze on a macro basis.y

Source: Verisk Monday Webinar – 9/11/2017 – John Buchanan, Marni Wasserman (recorded)y / / , ( )
http://webinars.verisk.com/line-of-insurance/profitability-company-loss-development-speed/http://webinars.verisk.com/line of insurance/profitability company loss development speed/

© 2018 Insurance Services Office, Inc. All rights reserved. 28g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
Continuing Reported Lengthening Loss Development 4 9M xs 100kContinuing Reported Lengthening Loss Development – 4.9M xs 100kCo u g epo ed e g e g oss e e op e  .9  s 00

LDF Factors continue to lengthen LDF Factors continue to lengthen 
in 2017, especially at early in 2017, especially at early 
maturities   All views at 2017 use maturities.  All views at 2017 use 
3-year averages – if use more 3-year averages if use more 

t  t d LDF  i di ti  recent or trend LDFs, indications ,
would be higherwould be higher.

© 2018 Insurance Services Office, Inc. All rights reserved. 29g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

TTT ERLI Warning through 12/31/2017TTT - ERLI Warning through 12/31/2017TTT ERLI Warning through 12/31/2017

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

Adverse development across all Adverse development across all 
AYs.AYs.

i i i f ( % % )Sources:  Using pre-release SOLM 2018 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

© 2018 Insurance Services Office, Inc. All rights reserved. 30g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

PPT ERLI Warning through 12/31/2017 PPT - ERLI Warning through 12/31/2017 PPT ERLI Warning through 12/31/2017 

Calendar year 2017 worse year Calendar year 2017 worse year 
for adverse development for PTT, for adverse development for PTT, 
continuing lag vs  TTT since continuing lag vs. TTT since 
previouslypreviously.

Adverse development across all Adverse development across all 
AYs.AYs.

i i i f ( % % )Sources:  Using pre-release SOLM 2018 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

© 2018 Insurance Services Office, Inc. All rights reserved. 31g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
TTT XS ERLI Warning thro gh 12/31/2017TTT XS - ERLI Warning through 12/31/2017TTT XS ERLI Warning through 12/31/2017

Excess TTT adverse development Excess TTT adverse development 
is higher than ground-up for 2017, is higher than ground up for 2017, 
continuing overall pattern of 2016 continuing overall pattern of 2016 
worse and 2015 a small lullworse and 2015 a small lull.

Adverse development across all Adverse development across all 
AYs.AYs.

i i i f ( % % )Sources:  Using pre-release SOLM 2018 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

© 2018 Insurance Services Office, Inc. All rights reserved. 32g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
TTT Paid ERLI Warning through 12/31/2017TTT Paid - ERLI Warning through 12/31/2017TTT Paid ERLI Warning through 12/31/2017

A check of payment patterns  A check of payment patterns, 
also shows continuing adverse also shows continuing adverse 
development or a lengthening of development or a lengthening of 
the tail in particular in CY 2017 the tail in particular in CY 2017 

d 2016   t j t   and 2016, so not just a case , j
reserve issuereserve issue.

i i i f ( % % )Sources:  Using pre-release SOLM 2018 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

© 2018 Insurance Services Office, Inc. All rights reserved. 33g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

I t l R t  Ch  Th h 12/31/2017 R l P li iIncremental Rate Changes Through 12/31/2017 – Renewal PoliciesIncremental Rate Changes Through 12/31/2017 Renewal Policies

i iRates ride a roller coaster ride, a es de a o e  coas e  de, 
but lagged by a few years but lagged by a few years 
compared to actual experiencecompared to actual experience.

S  ISO M k tW t h l d 3/22/2018  f th  d t il  i  C i l A t i l P l D b  2016 Source: ISO MarketWatch – released 3/22/2018; further details in Commercial Actuarial Panel – December 2016 

© 2018 Insurance Services Office, Inc. All rights reserved. 34g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
Sample Price Monitors Commercial Auto Liability New and Renewal PoliciesSample Price Monitors - Commercial Auto Liability – New and Renewal PoliciesSa p e ce o o s Co e c a  u o ab y e  a d e e a  o c es

Renewal vs. New and renewal Renewal vs. New and renewal 
rate changes show different rate changes show different 
patterns throughout the patterns throughout the 

d iti  l   underwriting cycle.  g y

For example, renewal policies For example, renewal policies 
h   d ti  f b t 2% i  show a reduction of about 2% in 

2009 and 2010  while new and 2009 and 2010, while new and 
renewal (adjusted for different renewal (adjusted for different 
average attachment and limits average attachment and limits 
offered)  shows a reduction of offered), shows a reduction of 

l  t  7% d 5% ( 8% i  closer to 7% and 5% (-8% in (
2008)  2008). 

Note: Renewal Policies (Standard MarketWatch) - the # of policies underlying this policy level method is shown by the height of the grey bar.  The black line represents the  incremental rate changes.  This method analyzes policy level 
data, only including policies with a common footprint from year to year for limit, attachment, capping, etc.
New and Renewal Policies (Expanded MW) - the # of policies underlying this company level method is shown by the total height of the grey and blue bars. The blue line represents the incremental rate changes. This method ( p ) p y g p y y g g y p g
analyzes company level data from year to year, excluding companies for a particular year that have significant changes.  This method does not include impacts due to the average number or type of exposures underlying the policy 
counts. 
Limit/Attachment Adjusted - includes adjustments for aggregated limit and attachment differences using MILD for casualty lines (no adjustment for property)./ j j gg g g y ( j p p y)
The total # of policies issued by line of business is the total height of all 3 bars (the bar height is the current year policy counts  rather than the prior year)   The total # of policies issued by line of business is the total height of all 3 bars (the bar height is the current year policy counts, rather than the prior year).  
The largest reported exposure bases (by policy count) for this line are: Car Months 89%  Employee Months 7%  Cost of Hire 1%The largest reported exposure bases (by policy count) for this line are: Car Months 89%, Employee Months 7%, Cost of Hire 1%

© 2018 Insurance Services Office, Inc. All rights reserved. 35g



C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

S l  P i  M it  N  d R l YE 2017Sample Price Monitors – New and Renewal – YE 2017Sample Price Monitors New and Renewal YE 2017

There are different indications of There are different indications of 
renewal vs  new & renewal renewal vs. new & renewal 
policies in 2017   policies in 2017.  

Including new policies  including Including new policies, including 
those that go from company to those that go from company to 

 i   t d company in an aggregated p y gg g
method  show about 2 points method, show about 2 points 
lower across all markets we lower across all markets we 
analyze (38 property and analyze (38 property and 
casualty)casualty).

Source: ISO MarketWatch (* Preliminary through 4Q2017; not including aggregate changes in limits and attachment points)Source: ISO MarketWatch (* Preliminary through 4Q2017; not including aggregate changes in limits and attachment points)
R l C i l A t  t i  CRR  hil  N  d R l d  t (b th t i  A t  Ph i l D )Renewal Commercial Auto contains CRR, while New and Renewal does not (both contain Auto Physical Damage)
Renewal General Liability does not contain CRR, Liquor, and Pollution, while New and Renewal does
Renewal Total Property does not contain BOP, while New and Renewal doesp y ,
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018
I d t  R t  Ch  C i l A t  (R l l )Industry Rate Changes – Commercial Auto (Renewal only)Industry Rate Changes Commercial Auto (Renewal only)

i ifiThere are significant rate change e e a e s g ca  a e c a ge 
differences by state  month  year  differences by state, month, year, 
premium sizepremium size

Note:  Values shown may not match options selectedNote:  Values shown may not match options selected
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

CCommercial Auto Liability – Total Industry – Renewal PoliciesCommercial Auto Liability Total Industry Renewal Policies

Th   i ifi t t  h  There are significant rate change g g
differences by state  month  year  differences by state, month, year, 

i  i  d  premium size, aggregated peer p e u  s e, agg ega ed pee  
groups  line of business and groups, line of business and 
marketmarket.

Note:  Values shown may not match options selectedNote:  Values shown may not match options selected
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

I d t  C ti  G  H th ti l S l  Al b  J l  2017 (R l l )Industry Comparative Gauges – Hypothetical Sample: Alabama – July 2017 (Renewal only)Industry Comparative Gauges Hypothetical Sample: Alabama July 2017 (Renewal only)

Th   i ifi t t  h  There are significant rate change g g
differences by company  differences by company, 

d   d aggregated peer company, and agg ega ed pee  co pa y, a d 
industryindustry.

Compan Peer Ind strCompany Peer IndustryCompany        Peer Industry
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C i l A t Vi t 2018Commercial Auto – View at 2018Commercial Auto View at 2018

H li ti  Vi  f R t  Ch  L  T d  d L  R tiHolistic View of Rate Changes  Loss Trends and Loss RatiosHolistic View of Rate Changes, Loss Trends and Loss Ratios

CY2017 N & R l R t CY2017 Renewal Only RateCY2017 New & Renewal Rate CY2017 Renewal Only Rate CY2017 New & Renewal Rate 
Change*

y
Change*Change* Change

Combining rate changes  gCombining rate changes, 
severity  frequency trends severity, frequency trends 
(i l di    (including any exposure ( g y p
trends)  will produce trends), will produce 
pressures on ultimate pressures on ultimate 
expected loss ratiosexpected loss ratios.

7 Y S it T d 2013 Year Frequency Trend7 Year Severity Trend                          2017 Loss Ratio3 Year Frequency Trendy 2017 Loss Ratioq y

Sources:  ISO MarketWatch (* Preliminary through 4Q2017; not including aggregate changes in limits and attachment points)Sou ces:  SO a e a c  (  e a y oug  Q 0 7; o  c ud g agg ega e c a ges  s a d a ac e  po s)
SOLM (Using pre-release SOLM 2018 v1 data as of 12/31/2017  on-leveled using new and renewal rate changes for Commercial Auto through 12/31/2017)  SOLM (Using pre release SOLM 2018 v1 data as of 12/31/2017, on leveled using new and renewal rate changes for Commercial Auto through 12/31/2017)  
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Losses are outpacing premiumsLosses are outpacing premiums $3 4Bp g p $3.4B
U/W Loss

Premiums are growing 6 5% annually
/

Premiums are growing 6.5% annually
U/W Losses are growing 17 3% annually

$3 0B
U/W Losses are growing 17.3% annually

$3.0B
34 000 U/W Loss34,000 $2 4B

/
$2.4B
U/W Loss

32,000

$842M30 000 $842M30,000
$1 6B U/W Loss

) $1.6B /

($
)

U/W Loss
28 000s (

U/W Loss
28,000d

s
nd $1 5B

sa

$1.5B
U/W Lus U/W Loss

26,000ouhoT

24 00024,000

22 00022,000

20,000
2012 2013 2014 2015 2016 20172012 2013 2014 2015 2016 2017

Net premiums written Underwriting losses S  A M  B tNet premiums written Underwriting losses Source: A.M. Best
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Trends driving higher lossesTrends driving higher lossesTrends driving higher losses 

More than 16 million commercial vehicles are on the road todayMore than 16 million commercial vehicles are on the road today

Miles driven were up 6 5% between February 2015 and February 2016Miles driven were up 6.5% between February 2015 and February 2016p y y

Th  d f     50 000 d i  i  d i   l t The need for as many as 50,000 drivers is producing a glut e eed o  as a y as 50,000 d e s s p oduc g a g u  
of ine perienced dri ersof inexperienced driversp

27% f h  i l d d i  di t t d b  bil  d i  27% of crashes involved drivers distracted by mobile devices % y

L  it   l i    l  39% b t  2009 d 2016Loss severity per claim was up nearly 39% between 2009 and 2016Loss severity per claim was up nearly 39% between 2009 and 2016
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Not all companies are experiencing painNot all companies are experiencing painp p g p

Industry leaders have a combined ratio 13 5 points Industry leaders have a combined ratio 13.5 points 
better than the total industry from 2012 2017better than the total industry from 2012-2017y

C i l t  bi d ti  2012 2017Commercial auto combined ratio 2012-2017
120 

Commercial auto combined ratio 2012 2017
120 

110 110 

otioat ra
d

 

100 ne 100 

bi
n

m
b

mo
C

90 90 
A M  Best Commercial Auto CompositeA.M. Best Commercial Auto Composite

Profitable Insurers

80 80 

2012 2013 2014 2015 2016 20172012 2013 2014 2015 2016 2017
Source: A.M. Best and ISO analysisSou ce: . . es  a d SO a a ys s
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Common Underwriting challenges impact revenue expenses and risk controlCommon Underwriting challenges impact revenue, expenses, and risk controlg g p , p ,
Submission volumes are growingSubmission volumes are growing g g
But underwriting resources are not growingBut underwriting resources are not growing

Market conditions and transparency creates pricing pressureMarket conditions and transparency creates pricing pressure
Need better data and process improvement to price right and act fastNeed better data and process improvement to price right and act fastp p p g

Applications frequently have missing and inaccurate dataApplications frequently have missing and inaccurate datapp q y g
– Agents are time constrainedAgents are time constrained

Cumbersome data entry– Cumbersome data entry y
Mi l di li i l d i l ifi i– Misleading applications leads to misclassificationsMisleading applications leads to misclassifications

 Impact on premium leakage? Impact on premium leakage?

Application to quote can be slowApplication to quote can be slow
I t d iti d di t ib ti h l ? Impact on underwriting expenses, revenue, and distribution channels? Impact on underwriting expenses, revenue, and distribution channels?

Package policies can complicate decision makingPackage policies can complicate decision making
© 2018 Insurance Services Office, Inc. All rights reserved. 45g



How could this possibly lead to inaccurate information about a risk?How could this possibly lead to inaccurate information about a risk?o cou d t s poss b y ead to accu ate o at o about a s

VEHICLE DESCRIPTIONVEHICLE DESCRIPTION
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The intersection of data analytics workflow and technologyThe intersection of data, analytics, workflow, and technology, y , , gy
Maximize profitability through high quality data and workflow processes grounded in industry best practicesMaximize profitability through high quality data and workflow processes grounded in industry best practicesp y g g q y p g y p

High quality dataHigh quality data
Data AnalyticsP fill li ti ith bi d d t Data Analytics– Prefill application with unbiased data ypp

f– Verify existing data characteristicsy g
– Leverage newly available data and capabilitiesLeverage newly available data and capabilities
– Unparalleled access to business vehicle driver and loss history informationUnparalleled access to business, vehicle, driver, and loss history information

Smart analyticsSmart analytics
Measures of management competency– Measures of management competency

Workflow enablementWorkflow enablement
– Apply domain expertise to provide actionable analyticsApply domain expertise to provide actionable analytics
– Incorporate into efficient underwriting guidelinesIncorporate into efficient underwriting guidelines

Technology integrationTechnology integration
Seamless Data As A Service integration Workflow Technology– Seamless Data-As-A-Service integration Workflow Technology
Onboarding e periences ith >40 carriers– Onboarding experiences with >40 carriers
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C i l A t V hi l R i t ti D tCommercial Auto: Vehicle Registration DataCommercial Auto: Vehicle Registration Data

Key fields with 100% fill rate 60 other fields including:Key fields with 100% fill rate 60 other fields including:y
VIN N b Gross vehicle weight • Name code (i e  owner  lessor  • VIN Number • Gross vehicle weight • Name code (i.e. owner, lessor, 

Li  l t • Base price lessee, lien holder, etc.)• License plate Base price lessee, lien holder, etc.)
B d d d i ti  (i  

p
Year • Body type • Branded designation (i.e. 

• Year y yp
• Anti lock brakes

g (
flood  junk  fire and hail 

Make
• Anti-lock brakes flood, junk, fire and hail 

• Make • Four-wheel drive (Y/N) damage, stolen, etc.)
• Model

Four wheel drive (Y/N) damage, stolen, etc.)
Pl t  t  (i  ffi i l  t  • Model • Air bags • Plate type (i.e. official, exempt, g

• Registered owner
yp ( p

farm  commercial  etc )• Registered owner farm, commercial, etc.)

1 E t  b i  /   1. Enter business / person name / p
and addressand address

2 G t t h d li t f i t d 2. Get matched list of registered g
vehicles and owners*vehicles and owners

• Timely• Timely
• Comprehensive• Comprehensive
• Accurate• Accurate
• Actionable• Actionable

* Excluding AZ, CA, HI, NH, NY, OK, PA, VA
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Improved underwriting insights: Vehicle ownership/registrationImproved underwriting insights: Vehicle ownership/registrationp g g p g

S h it iSearch criteria:
Identify vehiclesA id d t t• IMT Landscaping
Identify vehicles 

i i fAvoid data entry• IMT Landscaping missing from Avoid data entry 

Alb t C lli
g

li tierrors• Albert Collins applicationpp

IMT Landscaping Inc owned by Albert CollinsIMT Landscaping Inc., owned by Albert CollinsIMT Landscaping Inc., owned by Albert Collins
/ O OYear/Make Model VIN Registered Owner Registered to On the g g

the business? application?the business? application?
2010 United Express Line UTL 459845DUHR89D467I IMT Landscaping Inc Yes No2010 United Express Line UTL 459845DUHR89D467I IMT Landscaping Inc. Yes No

2014 Ford F350 Super Duty J39HD35SGJO9JH675 IMT Landscaping Yes Yes2014 Ford F350 Super Duty J39HD35SGJO9JH675 IMT Landscaping Yes Yes

2014 Chevrolet K2500 Heavy Duty JLK048J404H4L3474 IMT & Sons Landscaping Inc Yes Yes2014 Chevrolet K2500 Heavy Duty JLK048J404H4L3474 IMT & Sons Landscaping Inc. Yes Yes

2012 M it I DMP D93045J110784JORF IMT L d i I Y Y2012 Moritz Inc. DMP D93045J110784JORF IMT Landscaping Inc. Yes Yes

2013 Ch l t C tt DH4ASG6980LNMYT35 Alb t B C lli N Y2013 Chevrolet Corvette DH4ASG6980LNMYT35 Albert B Collins No Yes

Distinguish carsConfirm vehicle Distinguish cars Confirm vehicle g
most likely usedcharacteristics most likely used characteristics
for personal usefor personal use
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Commercial Auto Visual Insight DataCommercial Auto Visual Insight DataCo e c a uto sua s g t ata
U d iti i i ht t fi li tiUnderwriting insight to confirm application accuracyUnderwriting insight to confirm application accuracy

DPPA permissible use required Not FCRA/Cannot deny Insurance or ClaimsDPPA permissible use required. Not FCRA/Cannot deny Insurance or Claims.

Pi t  f th  hi l  d li  30 50%  ti id • Picture of the vehicle and license • 30-50% coverage nationwide
plate

30 50% coverage nationwide
plateNot available in AR, NH, VT pNot available in AR, NH, VT

• Latitude and longitude• Over 150 million sightings per month Latitude and longitude• Over 150 million sightings per month
• Date and timeO  7 billi  i hti  i  t t l • Date and time• Over 7 billion sightings in totalg g
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C i l A t G i d R di R ti D tCommercial Auto – Garaging and Radius Rating DataCommercial Auto Garaging and Radius Rating Data 
Id tif t ti l di i t ti f h hi l liIdentify potential radius misrepresentation for each vehicle on a policyIdentify potential radius misrepresentation for each vehicle on a policy

Converts VIN to License plateConverts VIN to License plate

i i i iDetailed sighting analysis:Detailed sighting analysis:
• Date / time stamp• Date / time stamp

L t / L• Lat / Long/ g
• Radius class based on given garage location• Radius class based on given garage location

Summarized information by vehicle and location:Summarized information by vehicle and location:
• # sightings inside radius• # sightings inside radius

# i hti  t id  di• # sightings outside radius s g gs ou s de ad us
• Analytics to identify vehicles with potential • Analytics to identify vehicles with potential 

radius misrepresentationradius misrepresentationp
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Investigative sampleInvestigative sampleg p
V hi l li ti ith t it i S Di C t d 50 il diVehicle application with territory in San Diego County and 50 mile radiusVehicle application with territory in San Diego County and 50 mile radius

• Sighted more than 100 miles Sighted more than 100 miles 
beyond radius on 10/26/2015beyond radius on 10/26/2015
36 sightings beyond radius • 36 sightings beyond radius g g y
(12/9/2013 10/26/2015)(12/9/2013 - 10/26/2015)( / / / / )
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J h W B hJohn W BuchananJohn W. BuchananJohn W. Buchanan
V i k / ISOVerisk / ISOVerisk / ISO 

John Buchanan@verisk comJohn.Buchanan@verisk.com

John Buchanan FCAS MAAA is a principal in charge of ISO's Excess and Reinsurance Division He has over 30 years of experience as a front line pricingJohn Buchanan, FCAS, MAAA, is a principal in charge of ISO's Excess and Reinsurance Division. He has over 30 years of experience as a front-line pricing 
actuary and consultant in the US, London, and other international reinsurance marketplaces. y , , p

In John's career, he has conceptualized, developed and implemented extensive benchmarking and modeling services for various reinsurers, excess carriers, , p , p p g g , ,
and industry groups He has pioneered extensive work to extend information gathered in mature benchmarking markets and applying the information to otherand industry groups. He has pioneered extensive work to extend information gathered in mature benchmarking markets, and applying the information to other 
I t ti l k t ki f l l d t i d k l d H f tli i ff t f d ti d i t ti l li fInternational markets making use of local and customized knowledge. He was a frontline sign-off actuary for many domestic and international lines of 
business. While a consultant, he was also the main contact for many years for the Reinsurance Association of America and the Reinsurance Researchbusiness. While a consultant, he was also the main contact for many years for the Reinsurance Association of America and the Reinsurance Research 
Council of Canada as well as having worked extensively with the London and European reinsurance market through the Casualty Actuaries in Reinsurance inCouncil of Canada as well as having worked extensively with the London and European reinsurance market through the Casualty Actuaries in Reinsurance in 
London.   He also formed and is the chairperson of the joint IFoA-CAS International Pricing Research Working Party.  The paper prepared for the 2016 GIRO p j g g y p p p p
Conference “Analyzing the Disconnect Between the Reinsurance Submission and Global Underwriter's Needs Property Per Risk” won the UK Brian HeyConference, Analyzing the Disconnect Between the Reinsurance Submission and Global Underwriter s Needs Property Per Risk , won the UK Brian Hey 

d f b t t d t th f H i h di th t ti l f 2018 2019 GIRO i f d E i kaward for best paper presented at the conference.   He is spearheading the potential for a 2018-2019  GIRO version, focused on Energy risks. 

John's professional accomplishments also include being heavily involved with many international meteorological groups including NOAA UK Met GLOBEJohn's professional accomplishments also include being heavily involved with many international meteorological groups including NOAA, UK-Met, GLOBE, 
ACRE, and was chairperson of the CAS Climate Change Student Outreach subcommittee. He is on the CARe committee responsible for many of the annual , p g p y
CARe conference educational tracks and previously at the CAS Ratemaking Seminar He has been a moderator and panelist at dozens of industry seminarsCARe conference educational tracks, and previously at the CAS Ratemaking Seminar. He has been a moderator and panelist at dozens of industry seminars 

th t i f d ti d i t ti l i i i th d iti l i t ti l b h ki ton the topic of domestic and international reinsurance pricing, the underwriting cycle, international benchmarking, etc.  

P i t j i i V i k J h S i Vi P id t t Pl ti U d it ( i l St P l R i ) P i i l t Tilli h t ( TPrior to joining Verisk, John was a Senior Vice President at Platinum Underwriters (previously St. Paul Reinsurance), a Principal at Tillinghast (now Towers 
Watson), and a Senior Consultant at KPMG, Peat Marwick. He has also competed as an amateur in the annual Miami World Salsa Summit championships,Watson), and a Senior Consultant at KPMG, Peat Marwick. He has also competed as an amateur in the annual Miami World Salsa Summit championships, 
and is determined to write the book "The Mathematician's Guide to Salsa Dancing" He has also written and directed a few sponsored films entitled “Franklinand is determined to write the book The Mathematician s Guide to Salsa Dancing .  He has also written and directed a few sponsored films entitled Franklin 
Climate Change” and “Cuba People to People” with the former being used to incentivize middle and high school students around the world to investigate the g p p g g g
connection between old weather records and today and the latter selected to run at various in-person and on-line film festivals in the short documentaryconnection between old weather records and today, and the latter selected to run at various in-person and on-line film festivals in the short documentary 

t i 2017 d 2018 Th A t i l R i i i 2018 ti l th t i l itcategory in 2017 and 2018.  The Actuarial Review is preparing a 2018 article on these non-actuarial pursuits. 
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Di I jiDiane InjicDiane InjicDiane Injic
V i k / ISOVerisk / ISOVerisk / ISO 

Diane Injic@verisk comDiane.Injic@verisk.com

Di i CPCU d l d V i k’ C i l A t U d iti P d t I l di i tiDiane is a CPCU, and leads Verisk’s Commercial Auto Underwriting Products.   Including innovative , g g
policy and vehicle level underwriting solutions which offer speed efficiently and profit improvement topolicy and vehicle level underwriting solutions, which offer speed, efficiently and profit improvement to p y g , p , y p p
commercial auto bookscommercial auto books.

Diane has over 18 years of commercial auto industry experience including claims underwriting andDiane has over 18 years of commercial auto industry experience, including claims, underwriting and 
product management. She has worked very closely with actuaries through her career as Productproduct management.  She has worked very closely with actuaries through her career as Product 
M t h l tt i th d i fit bilitManager to help attain growth and improve profitability.Manager to help attain growth and improve profitability.
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No part of this presentation may be copied or redistributedNo part of this presentation may be copied or redistributedNo part of this presentation may be copied or redistributed 
without the prior written consent of Insurance Services Officewithout the prior written consent of Insurance Services Officewithout the prior written consent of Insurance Services Office, p
I Thi t i l d l i l hibit t lInc This material was used exclusively as an exhibit to an oralInc. This material was used exclusively as an exhibit to an oral y

t ti It t b h ld it b li dpresentation It may not be nor should it be relied upon aspresentation.  It may not be, nor should it be relied upon as p y , p
f freflecting a complete record of the discussionreflecting, a complete record of the discussion.reflecting, a complete record of the discussion.

© I S i Offi I 2018© Insurance Services Office Inc 2018© Insurance Services Office, Inc., 2018, ,

© 2018 Insurance Services Office, Inc. All rights reserved. 56g
© Verisk Analytics, Inc. All rights reserved.


