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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.
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Concurrent Session C-30: Wheels – Commercial Auto is Getting Personal

• This session will provide an update to the Commercial Auto industry experience, most 
recently presented at last year’s CARe and CLRS sessions.

• Although there has been significant rate improvements in the past few years, recent 
results have still been rather challenging.

• This session will investigate why, including an analysis of lengthening LDFs.  Additional 
claim drivers and litigation trends will be reviewed, including a diagnosis of the past and 
potential remedies for the future from a product manager’s perspective.

• A comparison of commercial and personal auto trends, and drivers, will also be 
explored.

• An underwriter / commercial auto product manager who has lived through the wheels 
ups and downs over the last decade will give their experience from a ground level 
perspective, including measures to help underwriters improve their insights in this 
continually challenging line of business. 
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C-30: Wheels Commercial Auto is Getting Personal

• Introduction – Elliot 5 mins
– Overall industry results through 12/31/2018

• Commercial Auto Update – Marni 25 mins
– Review of industry experience from 2010 to 2018, view at 2019
– Review frequency and severity trends, lengthening loss development, profit vs LDF speed, IELRs – ground-

up and excess, market segment review, rate changes, umbrella
– Review of personal auto vs. commercial auto trends
– Claim drivers / trends

• An underwriting managers perspective – Jen 25 mins
– State of the market including environmental factors, jury impact, etc.
– What is impact on portfolio loss ratios, reserving?
– What is potential underwriting response? Rating factors and benefits? Umbrella component?
– What’s next with future auto trends for actuaries and other professionals?

• A product manager perspective – Elliot 10 mins 
– Common underwriting challenges and trends to improve profitability
– Focus on data and improved risk verification and selection 

• Further discussion and Q&A - Panel 10 mins 
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Commercial Auto Insurance is tough business!

• 105.7 Combined ratio in 2018 (AMB), >102 since 2012

• Pricing challenges present hurdles to profitability

• Lack of risk insight and data accuracy impact underwriting and rating
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Trends driving higher losses 

More than 16 million commercial vehicles are on the road today

Miles driven were up 6.5% between February 2015 and February 2016

The need for as many as 50,000 drivers is producing a glut 
of inexperienced drivers

27% of crashes involved drivers distracted by mobile devices 

Loss severity per claim was up over 30% between 2012 and 2018
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Losses versus premiums
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Update of Commercial Auto
Views from 2010 - 2018
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Frequency

Severity

Source: ISO Slides from CAS Casualty Loss Reserve Seminar – September 12, 2017 (LOB-3 Wheels Down – J. Buchanan)

Commercial Auto – View at 2010

Looking back at Trend 
at  2010:
•Frequencies steadily 
reducing from early 2000s
• Recent severities overall flat
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Holistic view at 2010:
• On level Loss ratios going 
down since 2004
• Frequencies steadily reducing 
from early 2000s
• Severities overall recently flat
• Relatively quick LDF duration

- avg GU reported loss = 1.2 yrs
- avg paid = 2.4 yrs

• Moderate reductions in rates 
since 2005
• Mostly BI claims – but their 
trends ok as well
• The interconnected on-level line 
graphs show what various IELRs 
would be at current rate levels 
(useful for residual trend analysis)

• Overall, the current on-level loss 
ratio compared to long term is 8 
pts better (60.0% long-term vs. 
51.9% current)

Commercial Auto – View at 2010
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TTT Actual vs. Expected (ERLI Warning) – Excess Layer 900x100k

+15.2%

Commercial Auto – View at 2010

Check to see if any early 
warning development signs 
in various layers and 
components.  

Overall ok, except AY 2009 
indicates a bit of a blip up –
252M expected, but 290M 
actual, or 15.2% adverse 
development.
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Commercial Auto – View at 2014

Due to frequencies and 
severities both ticking up 
since 2009, overall 2013 TTT 
IELR went from 51.9% to 
62.8%
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Commercial Auto – CAu (3 markets) - ERLI Warning – Excess Layer 900x100k

Commercial Auto – View at 2014

Each calendar year since 
2009 had significant adverse 
development due to 
lengthening loss 
development tail.
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Source: ISO MarketWatch – released 6/15/2016; further details in Commercial Actuarial Panel – December 2016 

Incremental Rate Changes Through 3/31/2016 - Liability & Physical Damage

Commercial Auto – View at 2016

Rates reducing from 2005 
to 2011, and importantly 
didn’t go positive until 
2012 even though loss 
trends changed direction 
3 years earlier.  

Larger policies, in general 
have larger rate 
reductions, and back to 
flat early 2016.
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Commercial Auto – TTT - ERLI Warning through 2015 – Calendar Year

Commercial Auto – View at 2016

Each calendar year since 
2010 had adverse 
development due to 
lengthening loss 
development tail.  2014 
being by far the most 
adverse, with all years 
contributing besides first look 
at 2015.
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Source: SOLM 2017v1 pre-release

Commercial Auto – View at 2017

The IELR for 2016 has moved 
to 73.0%, up from 51.9% at 
2009.  Rebounded 
frequency, heightened 
severity trends, and 
lengthening development 
factors, coupled with rates 
that were still going down 
through 2012 account for the 
over 20 point increase.
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Source: SOLM 2018v1 pre-release (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)

Commercial Auto – View at 2018

Overall loss ratios 
deteriorated a bit for 2016 
and prior due to further 
lengthening tail and adverse 
loss development.  2017 
improved a bit due to 
continued rate activity, and 
lessened loss trends.

The current TTT loss ratio of 
73.0%, is 12.5 points worse 
than longer term on-level 
average of 60.5%.
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Commercial Auto
View at 2019
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Source: SOLM 2019v1 pre-release (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)

Commercial Auto – View at 2019

Overall loss ratios ticked up 
again in 2018 due to 
continued higher average 
severity levels, lengthening tail 
and continued adverse 
development in actual vs. 
expected losses.  The recent 
improvement in rates is not 
enough to totally reverse the 
higher loss levels.  There has 
been a steady decline in these 
on-level results since 2009. 

The current TTT loss ratio of 
76.7%, is 19.2 points worse than 
longer term on-level average 
of 57.5%.
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Source: SOLM 2019v1 pre-release

Commercial Auto – View at 2019

Results using power units as 
base vs. on-level premium 
produce similar indications.

Continued adverse 
development in calendar 
year 2018 across all years, 
with slight improvement to 
2017.
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Commercial Auto Trend – TTT – Comparison On-level premium vs. Power Units

Source: SOLM 2019v1 pre-release; losses developed using 7-yr VWA; uses ISO MarketWatch 12/31/2018 rate changes –
CA-TTT Liability; power units in months

Commercial Auto – View at 2019

Overall increase in cost per 
on-level premium up by 63% 
per power unit, and up by 53% 
per on-level premium.

Small deterioration in 2018 due 
to continuing lengthening tails 
and adverse development.
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Source: SOLM 2019v1 pre-release using on-level premium as base

Commercial Auto – View at 2019

Bodily injury is a somewhat 
larger portion of total (71.8% 
vs. 70.3% in 2009), and 
longer average reported loss 
and payment duration.

BI shows higher frequency 
trends but lower severity 
trends than total and PD.
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Source: SOLM 2019v1 pre-release using on-level premium as base

Commercial Auto – View at 2019

PD excess of 25k shows 
somewhat lower frequency 
trends but somewhat higher 
overall average severity 
trends, rising from 21k in 2008 
to 40k in 2017 (90% increase)
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Source: SOLM 2019v1 pre-release using on-level premium as base

Commercial Auto – View at 2019

For all of Commercial Auto 
(TTT is about half of the 8 CAu 
markets out of 47 total 
commercial markets we 
analyze), the current loss 
ratio is 78.3%, vs. long-term 
on-level average of 62.2%.  

Recent somewhat higher 
overall severity trends (5.6% 
vs. 4.3% accounting for some 
of the difference).
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Source: SOLM 2019v1 pre-release using on-level premium as base

Commercial Auto – View at 2019

Regional carriers somewhat 
worse overall experience at 
81.0% for TTT, and 20 points 
worse than long-term on-
level average 61%.  
Significant variations 
between regional, and all, 
carriers exist. 
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Source: SOLM 2019v1 pre-release using on-level premium as base

Commercial Auto – View at 2019

Continued significant 
pressure on increased limits 
factors for layer 4.9M xs of 
100k, going from low 20% in 
2009 to above 35% currently, 
driven by higher frequency 
and steady severity trend. 
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Source: SOLM 2019 v1 pre release using top 40 National Companies (market cap > $1B); regional is <250M market cap) 

Commercial Auto – View at 2019

Regional carriers have worse 
experience than super-
regional or national carriers, 
with losses less than 100k 
providing much of the 
difference.  

Faster developing 
companies having better 
experience than slower 
companies.
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Is There a Connection between Profitability and LDF Speed?

Source: Verisk Monday Webinar – 9/11/2017 (updated 2019) – John Buchanan, Marni Wasserman (recorded)
http://webinars.verisk.com/line-of-insurance/profitability-company-loss-development-speed/

Faster and slower companies generally have 
significantly different average case reserves at 
comparable maturities, with faster companies 
putting up reserves much faster.

We have shown a very significant link between 
faster reporting companies and better overall results 
in the 54 markets we analyze on a macro basis.

Commercial Auto – View at 2019



© 2019 Insurance Services Office, Inc. All rights reserved. 29
Source: SOLM 2019v1 pre-release using on-level premium as base

Commercial Auto Component of Umbrella – View at 2019

Continued significant 
increase in loss ratios (2.4% 
to 11.4%) driven by large 
increase in frequency per 
$1M of premium since 2009 
(.02 to .06).  Frequency 
increase likely due to 
increased primary losses 
piercing umbrella 
attachment points. 
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Personal vs. Commercial Auto – View at 2019

Personal Auto Paid Severity 
trends tend to be lower than 
that of Commercial Auto. 

7 Yr All Yr
Liability Personal 3.79% 2.87%

Commercial 5.69% 4.30%

Physical 
Damage

Personal 3.91% 2.51%

Commercial 3.44% 4.24%

Total Personal 3.83% 2.76%

Commercial 5.21% 4.29%
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Personal vs. Commercial Auto – View at 2019

Personal Auto Paid Frequency 
trends tend to be higher than 
that of Commercial Auto, but 
both sets negative. 

7 Yr All Yr
Liability Personal 0.29% -0.87%

Commercial 0.39% -3.01%

Physical 
Damage

Personal -0.06% -1.20%

Commercial -1.65% -2.70%

Total Personal 0.15% -1.10%

Commercial -0.04% -2.94%
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Personal vs. Commercial Auto – View at 2019

Personal Auto Pure Premium 
trends tend to be lower than in 
the more recent years than 
that of Commercial Auto, but 
higher over all years. 

7 Yr All Yr
Liability Personal 4.08% 2.00%

Commercial 6.10% 1.16%

Physical 
Damage

Personal 3.85% 1.32%

Commercial 1.73% 1.43%

Total Personal 3.98% 1.66%

Commercial 5.17% 1.22%
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Personal vs. Commercial Auto Emerging Issues Comparison
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Loss Development and 
Reserve Runoff Testing
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Continuing Reported Lengthening Loss Development – 4.9M xs 100k

Commercial Auto – View at 2019

LDF Factors continue to lengthen 
in 2018, but a little reduced from 
2017.  All views at 2018 use 3-
year averages – if use more 
recent or trend LDFs, indications 
would be higher.
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TTT – Reserve Run-off Test @12/31/2018 – 4.9M xs 100k

Sources:  Using pre-release SOLM 2019 v2 – mechanical selections of VWA (100% 7-year)

Comparing to initial selected 
excess losses at 12 months using 
a mechanical 7-year average, 
produces deterioration over 10% 
for accident years 2009 to 2015. 

All subsequent years continue 
the same pattern of deterioration.   

Commercial Auto – View at 2019
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TTT - ERLI Warning through 12/31/2018

Sources:  Using pre-release SOLM 2019 v1 – mechanical selections of VWA (100% 7-year)

Calendar year 2018 shows 
adverse development with slight 
improvement over 2017 for TTT, 
with 2016 worse and 2015 a small 
lull.

Adverse development across all 
AYs.

Commercial Auto – View at 2019
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PPT - ERLI Warning through 12/31/2018 

Calendar year 2018 second 
worse year for adverse 
development for PPT, continuing 
lag vs. TTT shown previously.

Adverse development across all 
AYs.

Commercial Auto – View at 2019

Sources:  Using pre-release SOLM 2019 v1 – mechanical selections of VWA (100% 7-year)
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Commercial Auto – Comparing TTT to PPT – Calendar Year

Commercial Auto – View at 2019

TTT had its deterioration show 
up earlier than PPT, with over 
two thirds appearing by 2016 
for TTT, while PPT did not show 
its first meaningful deterioration 
until 2013.

Sources:  Using pre-release SOLM 2019 v1 – mechanical selections of VWA (100% 7-year)
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TTT XS - ERLI Warning through 12/31/2018

Excess TTT adverse development 
is higher than ground-up for 2018, 
continuing overall pattern of 2016 
worse and 2015 a small lull.

Adverse development across all 
AYs.

Commercial Auto – View at 2019

Sources:  Using pre-release SOLM 2019 v1 – mechanical selections of VWA (100% 7-year)
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All CAu – Reserve Run-off Test @12/31/2018 – # xs 100k

Sources:  Using pre-release SOLM 2019 v2 – mechanical selections of VWA (100% 7-year)

Commercial Auto – View at 2019

Comparing to initial selected 
excess loss frequencies at 12 
months using a mechanical 7-
year average, produces 
deterioration over 10% for 
accident years 2011 to 2015. 

All years from 2009 have large 
loss deterioration
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TTT Paid - ERLI Warning through 12/31/2017 - GU

Sources:  Using pre-release SOLM 2019 v1 – mechanical selections of VWA (50% all-year, 50% 5-year)

A check of payment patterns, 
also shows continuing adverse 
development or a lengthening of 
the tail.  In particular in CY 2016 
to CY2018, so not just a case 
reserve issue. Why?

Commercial Auto – View at 2019



© 2019 Insurance Services Office, Inc. All rights reserved. 43

All CAu – Reserve Run-off Test @12/31/2018 – GU

Sources:  Using pre-release SOLM 2019 v2 – mechanical selections of VWA (100% 7-year)

Commercial Umbrella – Auto – View at 2019

Comparing to initial selected 
losses at 12 months using a 
mechanical 7-year average, 
produces significant CY2018 
deterioration after high 
deterioration in 2017.    
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Appendix
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Source: ISO MarketWatch – released 3/22/2018; further details in Commercial Actuarial Panel – December 2016 

Incremental Rate Changes Through 12/31/2017 – Renewal Policies

Commercial Auto – View at 2019

Rates ride a roller coaster ride, 
but lagged by a few years 
compared to actual experience.
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Sample Price Monitors - Commercial Auto Liability – New and Renewal Policies

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 
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).

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%

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

For example, renewal policies 
show a reduction of about 2% in 
2009 and 2010, while new and 
renewal (adjusted for different 
average attachment and limits 
offered), shows a reduction of 
closer to 7% and 5% (-8% in 
2008). 

Commercial Auto – View at 2019
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Total Commercial Auto Industry – New and Renewal Policies

Commercial Auto – View at 2019

Note:  MarketWatch Dashboard (expected release 3Q2018); vlues shown may not match options selected

There are significant rate change 
differences by renewal vs 
new/renewal, state, month, year, 
premium size, aggregated peer 
groups such as regional/super-
regional/national, line of business 
and market.
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Total Commercial Auto Industry – New and Renewal Policies

Commercial Auto – View at 2019

Note:  MarketWatch Dashboard (expected release 3Q2018); values shown may not match options selected

There are significant rate change differences by 
renewal vs new/renewal, state, month, year, premium 
size, aggregated peer groups such as regional/super-
regional/national, line of business and market.
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Industry Comparative Gauges – Hypothetical Sample: Alabama – July 2018 (Renewal only)

Company        Peer Industry

There are significant rate change 
differences by company, 
aggregated peer companies, 
and industry.

Commercial Auto – View at 2019
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Holistic View of Rate Changes, Loss Trends and Loss Ratios

Sources:  ISO MarketWatch (* Preliminary through 4Q2018; not including aggregate changes in limits and attachment points)
SOLM (Using pre-release SOLM 2019 v1 data as of 12/31/2018, on-leveled using new and renewal rate changes for Commercial Auto through 12/31/2018)  

Combining rate changes, 
severity, frequency trends 
(including any exposure 
trends), will produce 
pressures on ultimate 
expected loss ratios.

Commercial Auto – View at 2019
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Overview: Apply knowledge from internal and external sources
– Assess qualitative impacts affecting individual lines of business 
– 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 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 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.)
– Severity impacts and other items in Benchmark Assessment Matrix
– Future emerging issues

Personal vs. Commercial Auto Emerging Issues Comparison
Frequency Trend Assessment Matrix – Overview and Steps
Reconciling Expected Impacts on Historical Trend Indications
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No part of this presentation may be copied or redistributed without the prior 
written consent of Insurance Services Office, Inc. This material was used 

exclusively as an exhibit to an oral presentation.  It may not be, nor should 
it be relied upon as reflecting, a complete record of the discussion.

© Insurance Services Office, Inc., 2019

http://www.verisk.com/iso/excess-reinsurance


