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Framework is Technical Analysis
Playing Nice/Negotiation Matters

Covered so far: 
Preparation

• Theory
• Mechanics
• Actuarial Truth

Now what?  

Market Seems Messy

• “Information means 
questions, more 
information means 
more questions.  This 
is why I don’t want to 
share information.”

• “Our internal guidelines 
require . . .”
• “ECO/XPL margins” 

(on small line buffer 
layer S&L property)

• “Recognition of 
climate change”

• “Meteor strike loads”

Broad Takeaways

• Focus on bigger issues
• Facts and values
• Service and 

relationship matter
• II: Underwriters will 

have to deliver 
‘concierge service’ –
Reins buyer
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Experience/Exposure Rating is Baseline
Baseline May Contain Meaningful Error

• Policy vs Risk Profiles
• European profiles can be PML/MFL
• Policy risk definition
• Premium allocation

Profiles vs Curves

• COPEBuilding vs Contents

• Lloyds; Swiss Re, Munich Re, Skandia
• Salzmann; Hartford
• INCPE; MBBEFD
• Pre-’94 ISO; PSOLD

Static vs Updated Curves

• EB, HPR
• CAR/EAR
• PML, MFL breaks

Unique lines

• Review experience vs exposureCurve Selection
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What is Your Baseline?
Goal is Stable Experience to Exposure Ratio

• Credible experience in Layers 1-4

• Anomaly in Layer 2

• C-6 is a PML curve

• Where credible experience

– Downward slope suggests 
exposure too severe (C-2, C-4 & 
C-5)

– Upward slope suggests 
exposure too light (C-3)

• Still need to know differences in 
exposure curves where no 
experience

• How do 1 or 2 claims change the 
comparison?

– Experience period?
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What is Your Baseline?
Goal is Stable Experience to Exposure Ratio

• Curve 7 has runaway tail

– 3x+ loss cost of C-1 in L-9

– No experience in layers 6-9

• Curve 5 approaches pro rata

– Inappropriate given portfolio

• Understand source of curves

– Loss cost vs margin

• Min rate per 100/TIV?

• Avoid information overload

– Informed underwriting critical

– But not this: “I like to see all this 
uncertainty. It allows me to 
choose the number I want.”
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Experience/Exposure Rating is Baseline
Adjustments Can Be Meaningful & Require Judgment

• NFPA: 30-yr decreasing trend in fires

• AGCS Global Claims Review
– Trends in corporate property loss

• Other Emerging Issues
– Photovoltaics; combustible exteriors; multi-

story wood structures; fire depts - paid vs 
volunteer, surround & drown; telematics

• Weather: Cycles vs Trends

• Changes in:
– Underwriting leadership

– Underwriting authorities

– Line/class of business

– Inuring reinsurance

– Wordings
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Source: Trends and Patterns of U.S. Fire Loss, January 2017, Marty Ahrens, NFPA, www.nfpa.org

Source:  www.woodworks.org/wp-
content/...Shrinkage-Multi-Story-Wood-
Frame-Structures-WoodWorks.pdf

NFPA Fire Trends

AGCS Loss Observations

Multi-Story Wood
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Property Cat is Multiple Causes of Loss
Each May Need Separate Treatment

Cat Models, Informed by 
Experience

• Footprint vs historical
• Is it the right data set?

• Vintage, ITV, modifiers
• Changes in 

underwriting/deductibles, etc
• Modeling should conform to policy 

definition

Value of model 
(for Per Risk) 
may vary by 

peril, by class

• Probability of model producing 
last 5/10 yrs experience 

• Flood & site elevation, contents 
location

• Hail & dealers open lot
• Lake Wobegon effect

Adjusting Cat 
Models

• Severities have more uncertainty
• Transform layer, eg 200% of 500k 

x 500k to represent 1m x 1m
• Precedent in casualty literature
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Concluding Comments

Understand 
Inputs

Recognize 
Complexity

Allow for 
(some) 

Judgment

Property 
not 

Monolithic

Be Aware of 
Exogenous 

Trends

Actuarial 
Order 
Exists 
Inside 

Property 
Per Risk

And Market 
Matters
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Disclaimers
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Appendix A
Data Underlying Graphs on Slides 3 & 4
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Appendix B
NFPA: Large Loss Fires in the United States (Nov 2017)
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Appendix C
AGCS Global Claims Review
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https://www.agcs.allianz.com/news-and-insights/reports/claims-in-focus.html



GUY CARPENTER

Appendix D
GIRO Paper: Property Per Risk
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Appendix D
GIRO Paper: Property Per Risk TOC
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