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Historical Severity and Frequency Trends

Data Characteristics

• Calendar Year Paid Loss Trends

• Total Limits, ALAE included

• BI and PD Separately

• Severity and Frequency Separately

• Multiple Trend Analyses combined for a broader timeframe.
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Historical Severity and Frequency Trends

• text

Same analysis conducted 
at an earlier date.
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Historical Severity and Frequency Trends

• text

Recession Begins

GDP per capita
reaches previous

high
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Historical Severity and Frequency Trends

• text

The Great Recession appears to have flattened the BI trend considerably.

Recession Begins

GDP per capita
reaches previous

high
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Historical Severity and Frequency Trends

Same 1.8 scale.
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Historical Severity and Frequency Trends
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Historical Severity and Frequency Trends
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Historical Severity and Frequency Trends
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Historical Severity and Frequency Trends
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Historical Severity and Frequency Trends

BI Severity Flattening Seems to be mostly a Commercial Auto phenomenon.
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Historical Severity and Frequency Trends
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Historical Severity and Frequency Trends

Commercial and Personal Auto PD Severity Trends look remarkably similar.
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Historical Severity and Frequency Trends

Same 1.8 scale as severity graphs.
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Historical Severity and Frequency Trends
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Historical Severity and Frequency Trends

Miles driven dips with the recession.
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Historical Severity and Frequency Trends

Lowest Miles Driven
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Historical Severity and Frequency Trends

Lowest Miles Driven
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Historical Severity and Frequency Trends

Lowest Miles Driven
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Historical Severity and Frequency Trends

Lowest Miles Driven
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Historical Severity and Frequency Trends

Lowest Miles Driven

Across the board:  Frequency did not rise with miles driven after the Great Recession.
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Historical Severity and Frequency Trends

Across the board:  Frequency did not rise with miles driven after the Great Recession.

Some ideas why:

• Miles Driven is not Miles Driven Per Vehicle
• Congestion -> Lower Speeds
• New Safety Features
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Historical Severity and Frequency Trends
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Down 55% 
(1.6%/Year)
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Historical Severity and Frequency Trends
Commercial Auto
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Historical Severity and Frequency Trends

Woah!
Commercial Auto
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Loss 
Development
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Historical Incurred Loss Development

Disclaimer

• Development patterns published by ISO are an average of many 

companies, whose reserving practices vary widely.
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Historical Incurred Loss Development

Data Characteristics

• Total Limits Liability  

• Incurred Losses & ALAE

• 27:15  and  39:27   (First two columns of your typical triangle)

• Personal Auto: BI only  //  Commercial Auto:  BIPD

• Commercial Auto:  Trucks, Tractors and Trailers only

• Multiple studies combined to extend timeframe



30© 2017 Insurance Services Office, Inc. All rights reserved. 30© 2019 Insurance Services Office, Inc.  All rights reserved.© 2019 Insurance Services Office, Inc.  All rights reserved.

Historical Incurred Loss Development

96          99          02          05          08          11          14          17
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Historical Incurred Loss Development
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Historical Incurred Loss Development
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Historical Incurred Loss Development

96          99          02          05          08          11          14          17
Accident Year



34© 2017 Insurance Services Office, Inc. All rights reserved. 34© 2019 Insurance Services Office, Inc.  All rights reserved.© 2019 Insurance Services Office, Inc.  All rights reserved.

Historical Incurred Loss Development
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Historical Incurred Loss Development
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Historical Incurred Loss Development
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Historical Incurred Loss Development
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Historical Incurred Loss Development

96          99          02          05          08          11          14          17
Accident Year

This little bump from 6% to 7% is a 16.7% increase in IBNR.
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Historical Incurred Loss Development
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Historical Incurred Loss Development
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Historical Incurred Loss Development
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Historical Incurred Loss Development
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Do development swings predict this shape?  (Spoiler: no)



43© 2017 Insurance Services Office, Inc. All rights reserved. 43© 2019 Insurance Services Office, Inc.  All rights reserved.© 2019 Insurance Services Office, Inc.  All rights reserved.

96          99          02          05          08          11          14          17

Historical Incurred Loss Development
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Combined Ratio vs development during the same year.
Result: Development lags slightly.
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Historical Incurred Loss Development
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Combined Ratio vs development available to develop rates.
Result: Significant Lag.
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Historical Incurred Loss Development

This is the kind of development that is assumed going forward.

96          99          02          05          08          11          14          17
Accident Year
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Contact Information:

Kevin Hughes, FCAS MAAA
Actuarial Consultant
(201) 469-2617
Kevin.Hughes@verisk.com
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