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Underwriting Results

• Calendar Year combined ratios for the industry have showed a steady decrease through 2018,
with a slight upward trend over the last three years.

• Since 2013, AY combined ratios has been relatively flat, with larger gap between CY and AY
ratios coming from significant favorable development on prior AY reserves.

Source: NAIC Schedule P data – P&C industry
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Underwriting Results – Market share

• Low combined ratios persist
despite market being fairly
competitive in the last 10 years.

• Market share of Top 5 writers
decreased from 2012 to 2015,
mostly flat through 2020, slight
decrease in 2021.  Combining Top
10 writers, relatively flat market
share since 2017.

• Significant decrease in premium
rate level from 2013 to 2020.  2021
Earned premium close to record-
low 2020 level. However, 2021
Written premium up about 1%
versus 2020. Source: NAIC Annual Statement – IEE market share

Loss reserve development – Recent activity

• 2021 was the 9th consecutive year of
favorable WC reserve development for
the industry.

• Over $33B of reserve releases in the
last 5 calendar years (since YE2016).

• At YE2020, NCCI estimated that
industry reserves were redundant by
$14B. 2021 releases were about 42%
of that redundancy estimate.

• Monoline WC insurers (State Funds
and private carriers) have been more
consistent in reserve releases over a
longer period.  However, in recent
years, similar size of reserve releases
between monoline and multi-line. Source: NAIC Schedule P data – P&C industry, monoline writers sample

Loss reserve development – Diagnostics on recent releases

Source: NAIC Schedule P data – P&C industry, monoline writers sample
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Loss reserve development – Diagnostics and adequacy levels

• Current unpaid (case+IBNR) per
open recorded by industry
mostly consistent with YE2019
and YE2020 levels at same
maturity

• After restating with latest
ultimates, average unpaid levels
for AY2018 and AY2020 still high
vs prior AYs.

• However, AY2019 and AY2021
levels could be reached with
modest trend levels.

• Acceleration in closure rates
may also impact comparison of
average unpaid per open.

• Sudden shift in medical inflation
could bring increase in mature
and recent years.

Average unpaid loss & DCC (case + IBNR) per open claim by Accident Year

Source: NAIC Schedule P data – P&C industry
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Potential impact of medical inflation

• WC Medical claim severity has grown at historically low levels from 2010 to 2020 due to increased
focus on cost containment, legislative reforms, etc.

• Per NCCI, growth in AY medical severity from 2010 to 2020 has been in line with Personal Healthcare
Index, compared to almost twice that pace from 2000 to 2010.

• Sudden shift in medical inflation would impact new claims and open claims with significant medical
reserves, especially lifetime medical claims.

Source data: NCCI 2021 State of the Line Guide

Potential impact of medical inflation

• If medical costs on unpaid claims start growing at an annual rate of x% above levels contemplated in loss
reserves, impact on reserves could be significant given long payment tail.

• Sustained 1% increase in medical inflation could increase outstanding claim payments by 5-6%.

Payment year
Acc
Year 2022 2023 2024 2025 … Ult-2 Ult-1 Ult

Prior

2012
2013

2014
2015

2016
2017

2018
2019

2020
2021

Total

Payment year
Acc
Year 2022 2023 2024 2025 … Ult-2 Ult-1 Ult

Prior

2012
2013

2014
2015

2016
2017

2018
2019

2020
2021

Total +X%

7

8

9



4

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. For more information about our organization,
please visit ey.com.

© 2022 Ernst & Young LLP.
All Rights Reserved.

This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.

ey.com

EY |  Building a better working world

EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.
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