Pricing the
“NEW" Economy

PROGRESSIVE



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.




Polling Question 1

What is your current role:
a) Traditional pricing/product

b)  Traditional reserving
c) New-economy/insurtech space
d) Looking to transition into new/insurtech space



Polling Question 2

Is your company interested in expanding into the
insurtech space?
a) Yes
b)  Yes, already in this space or looking to expand
c) No



"‘Whats needed to price
a hew rsR?"



Binbine list of MUST-HAVES | Insured’s Perspective

Gather + Organize + Interpret Historical Data
Partner with Risk Mgrs, Claims, DS, Eng/IT, and... Product

Evaluate Insurance Structure + Coverage Election

Set Timeline and Pricing Expectations

Find a Paul )




Paulc list of MUST-HAVEs | Carrier’'s Perspective

Clear Communications

Willingness to Share Information

Commitment to Common Goals

Balance of Grounded Actuarial Techniques and Creativity

Sense of Pride and Sense of Humor




Insurance Structure



Why Quota-share Risk Transfer?

In addition to de-risking for the insured and top-line growth for the carrier..

Ensuring both insurer and
insured have
“skin-in-the-game”

Data Synergy

Responsible sharing of
industry benchmarks
(both from perspectives
of insurer and insureds)

Promotes
cross-organizational
conversations across

claims, product, actuarial

Insights on Risk

Segmentation

Key to loss cost
mitigation and ensuing
insured business
decisions

Unlocking Product
Innovation

Integration of safety into
insured's product
features

Develop Industry
Best-Practices

Unlocks ability to
evaluate carriers across
claims and actuarial
metrics and establish
industry best-practices



Challenges: The “"Obvious”

Data/Benchmark Scarcity

Bringing Undeveloped Losses to Ultimate



Data/Benchmark Scarcity

. . Obtain industry-relevant trends and aggregate
Bodily Injury - Industry Severity Trend loss experience from statistical agencies most
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Seek benchmark data from carrier of interest,

l.e. commercial auto and PPA loss experience
Material Damage - Industry Severity Trend
YOY PD Severity Increase ISO PD Severity Trend YOY PD Severity Increase

Identifying differences in risk profile from
30-day settlement as of

As of Q121, from Conning Paid Total Limits Jun. 2021 from LexisNexis | ﬂ d U St I’y '
P&C Q321 Rpt 12mo.

e EV-ramp up in rideshare and impact with
fleet of ADAS-equipped vehicles

Claims frequencxcs in the first nine months of 2021 were higher for all ges, including property d (twelve to thirteen

percent range), bodily injury (thirteen to fourteen pcrccm mngc) pcrsonal m_]ury (sxxtccn to scvcntcm pcrcw:nt nmgc) and colllsxon [ ] \/al’la b[e eX pOSU re base N t’ldeS ha re
(twenty-one to twenty-two percent rangc) Average clair .'" 1onths of 2021 3 - for pr 2 : : i
coverage (four to five 4 = = scaling with miles traveled
percent range). Ultimate claun loss cshmates  for | pnor ycars loss events were reduced appmxlmatcly SI. 2 billion in thc first nine
months of 2021, which produced cor ductions in losses and loss adjustment expenses. The effects of changes in estimates
for prior years’ loss cvcnts were rclatlvcly mmgmﬁcanl in the first nine months of 2020. PY Th e add |t| ona [ rider_co m po ne nt

Source: Conning ISO Summary LexisNexis CPI Conning P&C 2021Q3, Berkshire Hathaway Q3'21 Earnings


https://docs.google.com/spreadsheets/d/1Z5VRtPIiuRw3gf01OrGEYaK4jW0EkYh-WyY3Co72-wU/edit#gid=0
https://blogs.lexisnexis.com/insurance-insights/2021/09/are-claims-loss-results-returning-to-pre-covid-levels/
http://www.imf.org

Bringing Undeveloped Losses to Ultimate

Amidst TPA and coverage changes and undeveloped prior accident periods

Carrier A Medpay Addition

Clearly communicate TPA + cvg changes |
Allowing prospective partner to on-level for . . .

differences in claims practices
Carrier B

Internal Claims Audit on Open Claims | Validate
and align on tail factors

Claims Level Modeling | GLM-based model used ’ Model Predicted Severity

to estimate severity of a cohort of claims with
similar characteristics and achieve reserving
adequacy with risk mix-shift
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Stochastic Reserving | Focus on tail-risk and
distribution of risk
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COVID Trends

Exposure Forecast
Product Innovations

Coverage Changes and Pricing Impacts

Clear Timeline and Pricing Intake Expectations



Mix Shift

Examples of important mix-shift to call out in pricing considerations:

Shifts in key variables and incremental risk contribution on loss cost (i.e. Driver,
I I Route, Environmental)

[Insured! Insights on expected future business decisions and product featurings
with likely impact to risk segmentation

N [Carrier] Insights on industry trends and determine if and magnitude of impact on
‘ insured.

Recommend furthering conversations on how to approach mix shift:

On-leveling to agreed-upon mix-shift for non-segmented pricing Very Important!

+ Add Segmentation



COVID Trends | Example 1 - Auto Physical Damage

From Horsepower to Chip Power
Modern cars are relying more on electronics that include semiconductors

2000 2010 2020 2030

(o o ol

All automotive electronics:
18%
of total car cost

27% 40% 45%

Source: IHS, Deloitte analysis, via Bloomberg (forecasts as of April 2019)

ADECADE OF
AUTOT EFTS
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CATALYTIC CONVERTER
THEFTS BY MONTH

Vehicle Damage (PD+Collision)
Percent Change Since 2016
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Source: APCIA via Fast Track Monitoring System paid claim frequency (per 100 car-year exposures) and severity.

*2021 YE 2Q reflects the last four quarters 3Q 2020-2Q 2021

Transparency on outsized impacts and
unexpected trends
APD FREQ and SEV trends under COVID

Investigate for potential causes
Different mix in vehicle type/age composition
in rideshare. Rating by miles vs Car-Yr

Share insights on exogenous changes
impacting losses

Severity Impacts: Cost inflation, Auto Theft,
More aggressive driving

Adjust pricing to reflect prospective mix-shift
Determine how much of the recent historical
trends are expected to extend into
prospective period.

American Property Casualty Insurance Association Dec 2021: US Auto Insurance Market Still Struggling Amid Pandemic




COVID Trends | Example 2 - Bodily Injury

Rider-Only Claims xRider-Only Claims

- Transparency on outsized impacts and
0 unexpected trends
BI 9 Elevated BI Frequency at start of COVID
Frequency g
Emergence = EF?rly ch\ng Investigate for potential causes
e Frequency elevation driven by rider-only
claims
Maturit .
y Share insights on exogenous changes
Eiigel::rtei:ns per 100 motor vehicle crash EMS activations by week of year, 2019 and 2020 ||mdpaCE|rI9 I’E)sses d i t .
ndustry-observed increases to aggressive
16
£ driving/speeding, coupled with rider's
=
: potential loosening safety awareness may
. /\/\ lead to elevated rider-only claims such as
2 o8 ~l— . Lo .
B W o whiplash, injury at pick-up/drop-off
= o Passenger Seat Belt Use
g Adjust pricing to reflect prospective mix-shift
= I — Adjust pricing to reflect driving behavior
12345678 910111213141516171819202122232425262728293031323¢ . .
e 39':‘; - ‘575 ;j: 23 j::: — change and resulting impact on frequency
Source: NEMSIS nbelte & 8 B . . .
ASignificantly different than Before period, p < .05. (and expl-ore SeVerlty dlﬁerences N
Before = 09/10/19 - 03/16/2f .
During 1 < 08/1720 - 0771820 claimant-type)
During 2 = 07/19/20 - 09/30/20

American Property Casualty Insurance Association Dec 2021: US Auto Insurance Market Still Struggling Amid Pandemic
NHTSA Update to Special Reports on Traffic Safety During the COVID-19 Public Health Emergency: Third Quarter Data. Jan 2021



COVID Trends | Example 3

COMMERCIAL Au1pﬂﬂﬂﬂ£_r_'7y[a
Usage-based insurance driving data

c Lines weekly ics data

- Telematics

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 MI-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 feb-21 Mar-2l Apr-21 May-2)

Telematics is our strongest
rating variable

Predictive power

.......... Other rating variables

From Q2’21 Progressive Earnings call

Transparency on outsized impacts and
unexpected trends

Driving behavior deteriorated post Pandemic.
While congestion and VMT are returning to
pre-COVID, speeding has not

Investigate for potential causes
Telematics events frequency elevated post
COVID, i.e. speeding

Share insights on exogenous changes
impacting losses

Similar observations across industry and
observed in Progressive's internal commercial
lines results (reflects over 10B miles of data)

Adjust pricing to reflect prospective mix-shift
Consider pricing by telematics




Exposure Forecast

Rideshare Recovery
Change in rideshare rides (year-over-year) m

Partner with FP&A team to re-forecast
responsively to the latest trends and manage
g communication with carriers on in quoting:
e Ride Recovery
e Rides mix-shift (period shift, miles per ride
shift, ride type mix)

I I I I I I I I I I-m Partner with insured to gauge prospective

exposure base in determining projected written
I o1y ~34%" 539, -48%-47%-50% _52% -51% _ [poraegﬂlum volume. Key in determining expense
78%T0%

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

Q220 Q320 Q4'20 Qr21 Q2’21

From Q2’21 Lyft Earnings Call Supplement Data



Product Innovation

Embedding Safety Evidencing Favorable Mix-Shift Setting Rates

Reflecting
demonstrated shifts in
Reduction Growth risk profile in
prospective pricing

% of Distribution Change

>
Safest Drivers




Coverage Changes and Pricing Impacts
Mandatory OccAcc Coverage in CA post Prop 22

Assess Impact on
Existing
Coverages

Follow up post

Calculate
Coverage Pricing

Calculate Existing

Understand

renewal

Coverage Impact

Coverage

f . Qo Driver \ . 6 Driver

P2 : Align with both
q Medical General OccAcc and
OccAcc coverage Primary Auto
for CAdrivers in carriers post

change to assess

® QO Driver @ 6 Driver ... gag 6 expectation vs

senger(s)

Medical Q General “Me dical+ actual experience

passenger mode

P3

\_

Potential OccAcc Offset
to UM




Quoting and Renewal Timeline Expectations

o DATA PREP and transfer

o SUPPLEMENTAL data pack

o CARRIER PRICING work

o JOINT DISCUSSIONS on pricing

o INTERNAL APPROVAL and decisions

IMPLEMENTATION
(agreements, claims/tech integration, filings)

Insured

1+ WRS

2+ WRS

2+ WRS

4* WRS

6+ wWks

Carrier

4* WRs

2+ WRS

6+ wks



Q&A



