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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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CS23 Agenda - Wheels: Inflated Tires
• Introduction
• Commercial and personal auto update

• Overall industry results through 12/31/2021 – ups and downs over the last decade
• Review trends, LDFs, loss ratios, segments, ground-up vs excess, competitive underwriting 

cycle, rate changes, emergence lags, ILF pressures
• Covid and heightened inflation – considerations into 2022 and 2023

• Motor Portfolio Management perspective
• State of the market for commercial and personal auto
• Current and Future auto trends, supply chain disruption, severity etc…
• Impact on portfolio loss ratios & reserving

• Liability/ Umbrella Portfolio Management perspective
• Economic uncertainty 
• Large losses looming, social inflation remains
• Navigating the challenging risk landscape

• Q&A
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Update of Commercial Auto
View at 2020
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Source: SOLM 2021v1 (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)

Commercial Auto – View at 2020
There has been a steady 
decline in on-level results 
since 2009.

Overall loss ratios fell slightly 
for the first time in 2019 due to 
continued slightly reduced 
severity trend and slightly 
increased reduction in 
frequency.

Since 2009, there has been 
higher average severity trends 
(7-year trend 6%), lengthening 
tail and continued adverse 
actual vs. expected losses.  
The recent improvement in 
rates may be starting to 
reverse the higher loss levels.  

The current loss ratio of 76.0%, 
is 15.7 points worse than longer 
term on-level average of 
60.3%. 
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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 2020



All CAu – Reserve Run-off Test @12/31/2019 – 4.9M xs 100k

Sources:  Using SOLM 2020 v1 – mechanical selections of VWA (100% 7-year)

Commercial Auto – View at 2020

Comparing to initial selected 
excess loss frequencies at 12 
months using a mechanical 7-
year average, produces adverse 
development all calendar years 
since 2012. 
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Commercial Auto
View at 2021 and 2022 with COVID and Heightened Inflation 
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Source: SOLM 2021v1 (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)

Commercial Auto – View at 2021
After the steady increase in 
loss ratio since 2009, loss ratios 
fell sharply in 2020.  This was 
due to the significant drop in 
frequency that was observed 
in 2020 as a result of the 
pandemic.  Fewer people 
were driving as people were 
staying home and most 
businesses were not open.  
Severity continued to climb in 
2020 (6.34% 7-year trend), but 
this did not offset the decline in 
frequency.  

For the first time in many years,  
the current year loss ratio is 
comparable to the all year loss 
ratio and not significantly 
higher (53.4% all year vs. 
56.5% in 2020).
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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 77%, Employee Months 20%, Named Insured Months 1%, Cost of Hire 1%

After years of increasing rate 
increases since 2016, rates, while 
still in the high single digits, have 
started to see lesser increases, 
more so for new and renewal 
policies than renewal only 
policies.

The number of policies in 2020 is 
also down from what was 
observed previously, indicating 
that there may have been some 
loss of policies during the 
pandemic, perhaps from 
businesses going out of business.    

Commercial Auto – View at 2021



Commercial Auto – View at 2021

Like for Total Commercial 
Auto Liability, TTT saw a sharp 
decline in loss ratio in 2020 
driven by a decline in 
frequency.  TTT saw less of a 
decline than Total CAu due 
to a sharper increase in 
severity than for Total CAu. 

12Source: SOLM 2021v1 (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)



Comparison of Results using On-level premium vs. Power Units - TTT

Source: SOLM 2021v1; losses developed using 3-yr VWA; uses ISO MarketWatch 12/31/2020 rate changes – CA-TTT Liability; power units in months

Commercial Auto – View at 2021

Overall increase in cost up by 
36% per power unit, and up by 
25% per on-level premium.

Both method show a 
significant drop-off in 2020 
(~15%) after a previous 
seeming to level off since 
2016.  This can be attributed to 
the significant reduction in 
frequency due to Covid. 
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Commercial Auto – View at 2021

PPT Loss ratios fell more 
sharply than overall 
Commercial Auto with an 
even more significant drop in 
frequency and less of an 
increase in severity.  

This could reflect that larger 
trucks were on the road in a 
higher proportion to pre-
pandemic levels than private 
passenger cars.  

14Source: SOLM 2021v1 (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)



Larger claim sizes, while still 
impacted, with lower 
frequencies leading to lower 
loss ratios did not tend to 
have as significant of an 
impact as ground-up claims.  

Fewer smaller claims were 
observed compared to prior 
years, potentially due to their 
being fewer cars on the 
road, so fewer smaller 
accidents (fender benders).  

15Source: SOLM 2021v1 (using expanded MarketWatch method 3-new and renewal including impacts from ILFs)

Commercial Auto – View at 2021



Total CAu Liability – Reserve Run-off Test @12/31/2020 – GU

For all Calendar Years since 2012, 
we have seen adverse 
development.  2020 is the fist 
year that we are seeing 
significantly lower adverse 
development, and the first year 
since CY 2011 that we see 
favorable development for any 
accident years (2016 and 2017).

Commercial Auto – View at 2021

16Source: SOLM 2021v1 - mechanical selections of VWA (100% 7-year)



TTT – Reserve Run-off Test @12/31/2020 – GU

While we still see adverse 
development in AY2020 for TTT, 
2020 is the first calendar year that 
we see favorable development 
since 2010.

Commercial Auto – View at 2021

17Source: SOLM 2021v1 - mechanical selections of VWA (100% 7-year)



PPT – Reserve Run-off Test @12/31/2020 – GU

In the past we have tended to 
see that PPT lags behind PPT by 1-
2 years.  It seems this is still the 
case with CY2020 still seeing 
significant adverse development.  

Commercial Auto – View at 2021

18Source: SOLM 2021v1 - mechanical selections of VWA (100% 7-year)



Commercial Auto – State Group X
900 x 100 – AS vs SOLM Partial Loss Ratio (3% detrended)

Note: These above values are purely illustrative.  Additional adjustments such as changes in mix of coverages, historical policy limits, deductibles, etc. would need to be considered.

For the specific layer, class, and 
state group selected, the 
Weighted Expected Loss % can 
be compared to the Partial Loss 
% calculated with data through 
2020.  The Partial Loss % is higher 
than the Weighted Expected 
Loss % indicating an upward 
pressure on the ILFs.

ILF Pressures and competitive UW cycle
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Commercial Auto Liability – Loss Development Factors – GU Indemnity

Since 2020Q2, especially in early 
development periods, 
development factors are 
noticeably higher than 
previously.  This could be due to 
the shutdown of the court system 
or pipeline issues during the 
pandemic.
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SOLM Qtr – Total CAu Liability – Nominal Results 

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

As observed previously, in 
2020 there was a significant 
frequency reduction driving a 
significant loss ratio 
reduction.  For severity, we 
see YTY changes 
significantly higher than in 
the past with increases 
above 10% in 2020 and 2021.  
This large increase in 
severity led to a rebound of 
loss ratio in 2021.  

Frequency remained down in 
2021, but as the return to 
“normal” continues, 
frequencies may start to rise 
back to pre-pandemic levels.  
If severity and heightened 
inflation continues, coupled 
with rising frequency, this 
could lead to a large loss 
ratio increase in 2022 and 
beyond.
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Source: SOLM 2021v1 (using expanded MarketWatch method 2)

Commercial Auto – View at 2022

As previously described, the 
slight recovery in frequency 
paired with the increase in 
severity lead to a recovery of 
loss ratio in 2021.  With 
potential continuing recovery 
of frequency and increase in 
inflation in 2022, we may see 
loss ratios continue to rise. 
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SOLM Qtr – TTT – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

TTT data shows a very 
similar story to Total 
Commercial Auto Liability.  In 
2020 there was a significant 
frequency reduction driving a 
significant loss ratio 
reduction.  For severity, we 
see YTY changes 
significantly higher than in 
the past with increases 
above 10% in 2020 and 2021.  
This large increase in 
severity led to somewhat of a 
rebound of loss ratio in 2021.  
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SOLM Qtr – PPT – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

PPT shows the same overall 
pattern as TTT, but shows a 
more extreme drop in 
frequency in 2020.  We see 
high severity changes in 
2020 and 2021, but not as 
high as what was observed in 
2019 of over a 20% increase.  
The beginning of a rebound 
in frequency in 2021 coupled 
with the large severity 
increases in recent years led 
to a larger recovery in loss 
ratio in 2021 than for TTT.
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SOLM Qtr – Buses, Garages, Publics – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

Buses, Garages, and Publics 
provide a more extreme 
example of the trends noted 
on the prior slides.  These 
markets had a drop in 
frequency of over 50% in 
2020 with a continuing slight 
decline in 2021.  However, 
severity is up significantly in 
2021 at 34% after having 
been up almost 12% in 2020.  
These impacts led to an 
increase in loss ratio of 27% 
in 2021 after the decline of 
55% in 2020.
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SOLM Qtr – Total CAu Liability BI – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

When looking at Total 
Commercial Auto Liability BI, 
we see the same trends as 
for All Causes of Loss.  
Frequency dropped 
significantly in 2020 followed 
by a continued small decline 
in 2021.  Severity shows 
large increases of close to 
15% or higher in both 2020 
and 2021.  These frequency 
and severity changes led to a 
large decline in loss ratio in 
2020 and a start of a 
recovery in 2021.
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SOLM Infographic – Total CAu Liability PD >10k – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

Not all segments are seeing 
the large increase in severity.  
Property Damage claims 
>10k are a good example.  In 
2020, we still saw the large 
drop in frequency, but there 
was not much of an impact to 
severity, leading to a drop in 
loss ratio.  2021 somewhat 
of a recovery in frequency 
and a slight increase in 
severity leading to a rebound 
in loss ratio
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SOLM Infographic – Total CAu Physical Damage – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

Commercial Auto Physical 
Damage shows a very 
similar story to 
Commercial Auto Liability.  
While still showing a 
significant frequency 
decrease in 2020 and 
increasing severity in 
2020 and 2021, these 
impacts are not as 
significant as for liability.  
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Overconfidence

Metric for Accident Year 2020/2021 
90% CI

ActualLower Upper

General Liability Average Annual Frequency Change from 2015-2019 
(pre Covid)

General Liability Frequency Change from 2019 to 2020 (1st Covid year)

General Liability Frequency Change from 2020 to 2021 (2nd Covid year)

General Liability Average Annual Severity Change from 2015 to 2019 
(pre Covid)

General Liability Severity Change from 2019 to 2020 (1st Covid year)

General Liability Severity Change from 2020 to 2021 (2nd Covid year)

Commercial Auto Frequency Change 2019 to 2020 (1st Covid year)

Commercial Auto Severity Change 2020 to 2021 (2nd Covid year)

Personal Auto Frequency Change 2019 to 2020 (1st Covid year)

Personal Auto Severity Change 2020 to 2021 (2nd Covid year)

Source: Linked to CS10 – Intermediate Track Audience Polling 29



Personal Auto
View at 2022
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SOLM Qtr – Total PAu Liability – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from PAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

For Personal Auto Liability, 
we see the large decline in 
frequency in 2020 that we 
see generally across most 
lines of business.  In 2021, 
there is a bigger recovery in 
frequency than what was 
seen for Commercial Auto.  
Severity increases in 2020 
and 2021 are not very 
different (even lower) than 
what was observed since 
2017.  The changes in 
frequency drove the loss 
ratio to fall in 2020 and then 
recover somewhat in 2021.
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SOLM Qtr – Total PAu Physical Damage – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from PAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

For Personal Auto Physical 
Damage, like with liability, we 
see the large decline in 
frequency in 2020 and the 
start of the recovery in 2021.  
Severity in 2021 also jumped 
significantly from what had 
been observed in the past.  
This led to a large increase in 
loss ratio in 2021 to higher 
than pre-pandemic levels.
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SOLM Qtr – Total PAu Physical Damage – Northern States – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

Northern states saw a larger 
dropoff in 2020 than states 
in other parts of the country.  
Additionally, these states 
saw a larger increase in 
severity in 2021.  This led to 
loss ratios that rose to higher 
levels than before the 
pandemic in 2021.  
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SOLM Qtr – Total PAu Physical Damage – Southern States – Nominal Results

NB: mechanical selection for LDFs of last 7 qtr VWA used in projections from CAu SOLM-Qtr at 12/31/2021.  No tail beyond 2017 supplied. 

Southern states saw less of a 
dropoff in frequency in 2020 
and a recovery in 2021 
almost back to the same 
level as in 2019 prior to the 
pandemic.  Severity rose in 
2021, but to a lesser extent 
than in northern states.  
These frequency and severity 
trends led to an increase in 
loss ratio in 2021 to a level 
higher than pre-pandemic. 
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State of the Market



3
6

Motor Trends

Microchip Shortage

Supply Chain Issues

Worker Shortages

Wage Inflation

General and widespread inflation for materials

Increasing Attorney Rep. rate

Increases Used car values

Increased severity during the pandemic

Ukraine-Russia conflict / Global instability

Social unrest – Canadian Truckers protest

Gas prices 

Frequency returning to pre-pandemic levels

Medical inflation

Litigation Funding



General Observations
Commercial Auto
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• Elevated loss & comb ratios due to social 
inflation and adverse development

• Rising rates; high single/ double digit but 
unfortunately, rates still inadequate

• Litigation funding becoming the norm
• Slow uptake of technology – telematics 

haven't produced the loss ratio lift expected. 
Cameras gaining use, but a double-edged 
sword

• TNC business has not performed well and 
continues to struggle with rate and 
understanding exposure

• Increasing amount of business being placed 
in the MGA space



• Brief COVID benefit on the frequency side has 
disappeared

• Severity increased dramatically through the pandemic 
and has continued to grow

• Continuing supply chain and microchip issues are 
creating a shortage of used cars and pushing APD loss 
costs up

• Worker shortages, social inflation and lit funding are 
further eroding personal motor results

• Needed rate to return to profitability has been slow to 
come and will continue to lag emerging trends –
California

General Observations
Personal Auto
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*Industry average of approved rate filings for all Personal Auto products, across all states
Source: S&P Capital IQ, statutory filings, US Bureau of Labor Statistics

In uncertain times for the Personal Auto business…

While loss frequency is back to pre-pandemic levels, physical damage loss severity has 
increased dramatically driven by higher costs for repairs, car parts, and the price of used 
vehicles. 
Social inflation trends are also impacting the severity of liability losses, in particular third 
party litigation funding.

Rate activity picked up in the second half of 2021 and continues strong in 2022, though 
regulatory backlog is slowing the rate approval process in some heavily impacted states. 
Projection is that rate will catch up only around mid-2023, depending on state mix. Margins 
will remain under pressure until the new rate has earned through.

Impact of geopolitical situation on loss inflation

Rate increases still to catch up

Loss severity on the rise

Personal Auto rate increases* vs 
loss severity components

0.1%
1.3%

3.3%

4.0%

-3.4%

10.6%

4.7%
3.2%

4.5% 4.4%

2.4%

10%

20%

6%

8%

12%

4%

14%

0%

-4%

-2%

2% 0.0%

Q1 21 Q2 21

10.0%

Q1 22

20.0%

Q4 21

14.4%

Q3 21

Insurance rate change

Car parts cost

Car repair cost

Ukraine-Russia conflict impacting production and distribution of key materials (e.g. neon 
and palladium) fueling continued market shortage of microchips and more supply chain 
disruptions for automakers. Higher energy costs could lower vehicle miles travelled but may 
drive up inflation, further affecting loss severity.

Personal Auto insurers’ margins are under the pressure of higher loss costs and limited rate increases approved by 
regulators. Rate increases are projected to catch up with loss inflation only in mid-2023, depending on state mix
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Microchip Shortages - Micro-chip production, and many of the key components needed to build them, has been hit hard for over a year and this is 
expected to continue well into 2023

Gas Prices - Gas continues to rise and it's unclear if the government will put controls in place. This should work to dampen frequency, but these 
benefits could be less prominent than what has been observed in the past as people already aren't going into the office in the regular way they used to -
Hybrid work/remote work

Supply Chain - Continued supply chain issues creating increased loss costs, longer wait times for parts and increased cost of those parts. Rental cars 
are needed longer while repair work is being done

Overall 
Impact

Inflation – Wage, Medical, & Social. Number of medical procedures increasing, and they are being ordered faster. Worker shortages driving wage 
inflation, trucking hit especially hard. Social inflation continues to create adverse development, even in the personal lines space

41

Advanced Technology - ADAS features should continue to help with frequency and severity on the liability side, but for first party covers, these 
features make cars more expensive to fix, increasing comprehensive loss costs. Adoption will be slower than projected due to car shortages. Average 
age of vehicles has gone up for the last 4 years straight and now sits at 12.2 years.

Rate Changes - Commercial lines carriers have achieved a lot of rate over the last decade, but nuclear verdicts continue to erode any gains. Many 
personal lines carriers issued refunds during the pandemic, but loss costs started to heat up in Q2 2021. Some reacted with rate increases in late 2022, but 
DOI's have been slow to approve rate increases. CA especially problematic as they are just now approving filings from 2019. More rate needed across the 
board

Current Auto Trends

Severity - Severity started to increase during the pandemic and continuing to rise. Less traffic causing less congestion and higher rates of speed. Fatality 
rate higher than it's been in 40 years and alcohol related accidents up. Unclear how marijuana will impact severity long term. Litigation funding creeping 
into the personal lines space.
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The Road Ahead



Distracted Driving. Distracted Driving is expected to continue. However, smartphone penetration has little room to increase and vehicle cockpit innovations 
continue to be prevalent.

Telematics and Usage Based Insurance. Telematics and UBI uptake continues, and should improve loss costs. Telematics heavily used in commercial motor, 
but hasn't produced the magnitude of savings expected. Telematics continues to grow in personal as cars become more connected. UBI became more 
popular during the pandemic, but insurtech’s continue to struggle with profitability.

Plaintiff Attorney focus on motor and nuclear verdicts. Plaintiff’s bar focus on traditional bodily injury and motor, de-sensitized and anti-corporate juries, 
and complexity are driving increase in large losses.

Overall 
Impact

Soaring Repair Costs. Supply chain issues, worker shortages and tech advances in vehicles will continue to drive up costs.

43

Safety Innovation & Autonomous Vehicles. High autonomous vehicles expected in maybe a decade with full automation much further out. Average age of a 
vehicle increasing since the 1990’s and is 12.2 years in 2022. AV will trickle into the population, more slowly now than ever, delaying full benefits. Fully 
Autonomous vehicles, 'bot' vehicles, being piloted for delivery services for small radius trips.

Ride Share & Micromobility. Ride share is the norm, but profitability has been elusive. Micro-mobility gaining popularity (scooters) but understanding the 
exposures and properly underwriting them has proven to be difficult.

Future Auto Trends

Cyber. Cyber is not expected to be a covered motor exposure, but in the case of a mass hack creating an aggregate event, Motor will be expected to 
respond initially with ultimate liability being sorted out in the courts over many years.

Medical Inflation. Innovation and enhanced protocols are driving higher utilization of medical services, treatment costs and life expectancy, increasing 
severity. Plaintiffs bar also driving up medical costs.

Marijuana. Legalization for recreational use is expected to continue in more states. Results on loss costs unclear but will need long term studies to fully 
understand.
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What about Umbrella?



45

Liability (Claims Made and Occurrence) Industry 
Schedule P Booked Loss Ratios
Light at the end of the tunnel?
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Other Liability - Claims Made Direct & Assumed Loss & DCC Ratio Other Liability - Occurence Direct & Assumed Loss & DCC Ratio

Key Points: 
• The market has hardened since 2019; original rate increases and frequency reductions during the pandemic have benefited 

liability
• Caution around over-exuberance due to strong rates, the post-Covid environment is uncertain
• 2020/21 looking profitable, but rate increases slowing in 2022
• The risk and competitive landscape + economic conditions will continue to challenge the industry

Source: S&P Global Market Intelligence



Industry Rate Change
Shift in 2017, sharp increase in 2019, especially 
distressed lines like Umbrella

46

Data Source: CIAB
Data Date: Thru Q4 2021
* Data does not include “exposure trend” and represents “new” and “renewal”

• Umbrella rate changes exceeded estimates of loss 
trend since 2019. Reinsurer profits muted due to 
increased ceding commissions

• Commercial Auto markets push rate, but  have 
years of inadequate rate to overcome.  Trend 
headwinds also a challenge

• General Liability rates are higher, but GL represents 
a very large and diverse segment, much of which is 
not ceded to reinsurers

• Workers Compensation rates negative or flat in 
reaction to recent profitable results. Industry loss 
ratios increasing

-20.0%
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20.0%

30.0%

40.0%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Industry Rate Change

Commercial Auto WC GL Umbrella



Industry Perspective: Ultimate Loss Ratios – Booked vs 
Projected
Other Liability – Liability Excluding Professional 
Liability
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Early indication that 2020, 
2021 will be favorable years 

benefiting from ~30% 
frequency reductions during 
Covid. Caution as Post-Covid 

uncertainty and elevated 
severity (Social Inflation) 

remain.

• Accident Years 2015 through 2018 loss ratios appear to have been inadequate by 2 to 5 points
• Industry reserve deficiency reduced from height of ~ $8.9B to near adequate, lots of reserve strengthening (pain)

Schedule P Ultimate Loss Ratio Selections - Other Liabiltiy (Occ) and Products Liability Actuarial Projections

Accident 
Year

Earned 
Premium 
(000s) As of 12 As of 24 As of 36 As of 48 As of 60 As of 72 As of 84 As of 96 As of 108 As of 120

(Adv)/ Fav 
from 12 to 

Current Paid Method
Reported 
Method Selected

Carried - 
Selected

1998 14,814,053 81.8% 82.2% 84.7% 87.6% 90.9% 91.0% 95.0% 97.6% 98.4% 98.7% -16.9%

1999 13,876,031 78.8% 80.5% 82.5% 89.1% 92.4% 96.4% 101.0% 102.8% 103.1% 106.6% -27.7%

2000 13,725,077 78.5% 78.8% 83.4% 89.5% 95.0% 97.5% 98.2% 99.6% 100.8% 101.6% -23.1%

2001 14,733,035 87.9% 88.7% 90.0% 93.4% 98.1% 100.2% 102.0% 102.4% 103.4% 104.4% -16.5%

2002 18,815,344 74.2% 73.3% 75.3% 78.3% 79.8% 80.7% 81.2% 81.9% 82.6% 83.2% -9.0%

2003 24,697,190 69.2% 65.7% 65.4% 64.5% 63.2% 63.0% 62.9% 63.2% 63.0% 62.7% 6.5%

2004 28,787,460 67.8% 60.3% 57.2% 55.2% 54.2% 54.1% 53.5% 53.1% 52.7% 52.8% 15.0%

2005 29,055,114 64.6% 60.5% 58.2% 55.3% 54.6% 53.6% 52.8% 52.4% 52.3% 52.7% 11.9%

2006 31,945,388 63.4% 61.0% 57.8% 56.1% 55.2% 53.6% 52.9% 52.1% 51.7% 51.7% 11.7%

2007 31,606,966 65.2% 62.7% 60.8% 61.1% 59.5% 59.1% 57.9% 57.1% 56.9% 56.9% 8.3%

2008 29,239,092 66.7% 65.3% 65.0% 62.5% 61.9% 61.4% 60.5% 59.9% 59.8% 59.8% 6.9%

2009 27,312,516 68.8% 68.2% 66.4% 63.9% 63.0% 61.9% 61.4% 61.7% 61.0% 61.1% 7.7%

2010 25,303,473 68.8% 68.6% 68.3% 67.1% 66.6% 66.0% 66.0% 65.1% 65.0% 65.0% 3.7%

2011 24,959,250 67.7% 67.6% 67.8% 67.5% 67.6% 67.7% 67.0% 67.0% 67.3% 67.4% 0.3% 67.4% 67.4% 67.4% 0.0%
2012 26,238,377 65.3% 65.2% 64.3% 65.3% 64.3% 64.6% 64.2% 64.2% 63.7% 1.6% 63.7% 63.7% 63.7% 0.0%
2013 28,208,290 62.8% 61.8% 62.2% 63.2% 62.5% 62.6% 62.7% 62.4% 0.4% 62.4% 62.4% 62.4% 0.0%
2014 30,518,969 62.2% 61.3% 62.5% 61.5% 62.0% 63.4% 63.1% -0.9% 63.8% 62.5% 63.2% -0.1%
2015 31,396,769 62.1% 63.7% 62.9% 63.8% 65.9% 67.2% -5.1% 68.0% 67.0% 67.5% -0.3%
2016 31,230,253 64.1% 64.5% 65.1% 66.6% 68.1% -4.0% 65.9% 66.8% 66.4% 1.7%
2017 31,877,922 63.4% 64.9% 66.7% 67.3% -3.9% 65.9% 67.6% 66.7% 0.6%
2018 37,975,656 64.9% 65.9% 67.1% -2.1% 67.6% 68.3% 68.0% -0.9%
2019 40,351,211 66.8% 67.3% -0.5% 71.7% 69.5% 70.8% -3.4%
2020 43,987,105 67.6% 71.7% 61.5% 65.5% 2.1%

Combined OL Occ, Prod CM, Prod Occ Loss Ratio for Combined Ratio of 100 = 64.9%*

*avg last 2 yrs. 2011-20 Reserve Redundancy/ (Deficiency)
∆ vs 12 < -10.0% < -7.5% < -5.0% < -2.5% > 2.5% > 5.0% > 7.5% > 10.0% = (200,275) -0.2%

2011 - 20 Excludes 
Amtrust
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High severity claims are stuck in the Post-Covid court backlog 
Expect more nuclear verdicts to follow as social inflation 
picks up again

• Civil case filings in state courts dropped 28% 
during the pandemic.

• However, casing filings for insurance relevant 
tort cases only dropped 6.5%.

• Filing dynamics differ significantly by state

Impact: Tort case filings dropped far less than 
what would be expected from the impact of the 
pandemic. Expect those cases to work their way 
through the court system over the next years.

Share of GL verdicts >5m

Source: Thomas Reuters Westlaw, Swiss Re Institute Source: Thomas Reuters Westlaw, Swiss Re

Only minor drop in tort filings Significant court case backlog Social inflation trends pick up again

Source: Thomas Reuters Westlaw, Swiss Re Institute

• Court closures during the pandemic lead to 
the build-up of a significant case backlog.

• We expect the backlog to have grown by 
approx. 50k cases during the pandemic and 
will take 1.5 to 3 years to clear.

• Nuclear verdicts have significantly decreased 
during the pandemic.

Impact: While settlement conditions were 
favorable for small/mid-size claims, high 
severity claims remain stuck in the court 
system. Claims duration has increased.

• The reprieve on social inflation trends from the 
shutdown appears to be over.

• The proportion of large verdicts is escalating 
again, following pre-pandemic trends.

• The drivers underlying social inflation have not 
abated, propensity to sue is increasing and our 
outlook remains negative.

Impact: Expect continued pressure from social 
inflation on the high severity case backlog flowing 
through the court system.
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Actions

• Prudent portfolio steering in 
light of current UW 
uncertainty

• Costing parameters must 
adequately reflect social 
inflation trends

• Lags should be adjusted to 
reflect longer claim duration

• Experience costing should 
consider that pandemic 
years probably appear 
better than they are
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Macro drivers Impact Comments

Claims trends Economic and social inflation have increased loss severity, with social inflation having an outsized impact on lines 
such as commercial auto, medical malpractice, and premises liability; COVID-19 remains a tail risk despite 
generally favorable rulings to date

Rate increases 18 consecutive quarters of rate increases for commercial lines (excluding WC) through 1Q22; rates are 
moderating but increases are expected to continue into 2023 due to heightened geopolitical, economic and legal 
risk factors

Economy Economic conditions remain strong with an outlook for rapid deceleration and rising recession risk. A tight labor
market with high employment and wage growth leads to strong growth in payrolls and workers comp exposures. 
Supply shortages boost inflation, especially for construction and cars (parts)

Yield curve Higher Fed policy rates and rising longer-term yields will gradually provide a modest tailwind; longer-tail lines 
stand to benefit the most

Health care costs Relatively muted healthcare cost inflation is expected to rise in contract negotiations for 2023 as hospitals 
incorporate rising labor and supply costs in pricing; Medicare Part B premiums have already increased 14.5% for 
2022

Reserve releases Industry reserve position has improved to near adequate; GL and commercial auto remain slightly deficient

Emerging risks PFAS is receiving heightened media and government focus; attribution science has increased potential for 
climate change liability; new privacy laws and recent global judgments on collective redress regimes have 
increased cyber liability
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CMS forecast


• PCE = Nominal dollar expenditures (price x 
quantity) on healthcare as measured by the 
Personal Consumption Expenditures component 
of Gross Domestic Product

• CMS = Nominal dollar expenditures on healthcare 
as measured by the Centers for Medicare and 
Medicaid Services

• The correlation between the two annual yoy
series is 95.2% (1961-2019); on average, historic 
data shows health expenditure growth for PCE 
yoy is 0.2% higher than CMS estimates.

• The average CMS projection for 2022 through 
2030 is 5.1%.

• KEY TAKEAWAYS
• After a decade (2001-2011) of decelerating 

Health spending, yoy growth has increased, 
partly driven by coverage expansion under 
ACA after 2014, BUT

• The projection of 5.1% is lower than the long-
term average

• A long-term shift toward Medicaid and 
Medicare as a source of healthcare 
expenditures was accelerated by COVID relief 
measures

Comments & Actions

Health spending is a key indicator of Medical Cost Inflation
Medical Inflation drives Bodily Injury loss severity

YoY Growth in Healthcare Spending
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Covid Effect
• 2020 PCE healthcare “hc” expenditures dropped due to fall-off in 

elective treatments & govt. paying covid-related hc cost
• 2020 is an extreme outlier and not predictive of future
• 2021 saw a bounce back in healthcare spending as utilization 

resumed and due to base effects from 2020
• Longer term we could expect higher than 5% med. inflation due to 

utilization and medical treatment advancements
• Uncertainty is significantly higher going forward
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Underwriting Perspectives: 
What can Underwriters and Portfolio Managers do in 
Response? 

Strategy 
• Is Commercial Auto as a loss leader vs. other lines of business. Do other lines 

subsidize? Is this sustainable?
• Careful attention to market share vs. other lines.

Portfolio Composition 
• Mix of Commercial vs. Personal (performs better)
• Mix of small (performs better) vs. large fleet business
• Geographic Mix: larger states (ex. OH) showing poor profitability
• Range of Hazard Classes (balance heavy accounts with lower volatility classes)

Costing & Reserving
• Loss costs to reflect risk profiles and changing risk and exposure dynamics, more 

forward looking
• More detailed rating plans, use of data and predictive analytics, faster recognition of 

development and swift reaction

Underwriting/Risk Management/Claims
• Invest in risk prevention (e.g. Driving Behaviors), research and technology (telematics, 

ADAS, autonomous)
• Better use of data, targeted underwriting questions, limits and attachment point 

adjustments
• Better Communication about the social purpose of our product and industry 



Thank you! 
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Jennifer Stevens
SVP, Head of Regional Casualty Treaty Underwriting and North America Liability Portfolio 

Owner Jennifer_Stevens@swissre.com
1-312-821-4150

Rebecca Bredehoeft
SVP, North America Motor Portfolio Owner

Rebecca_Bredehoeft@swissre.com
1-816-702-3177
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Legal notice

©2019  Swiss Re. All rights reserved. You may use this presentation for private or internal purposes but note that any 
copyright or other proprietary notices must not be removed. You are not permitted to create any modifications or 
derivative works of this presentation, or to use it for commercial or other public purposes, without the prior written 
permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of the presentation and may 
change. Although the information used was taken from reliable sources, Swiss Re does not accept any responsibility 
for its accuracy or comprehensiveness or its updating. All liability for the accuracy and completeness of the 
information or for any damage or loss resulting from its use is expressly excluded. 
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