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‘The Price of Qil and Insurance

+ The Economy Gonnection

+ Impact of Scarcity of Oil

Recession (USA])

* .. a significant decline in economic activity spread
across the economy lasting more than a few months,
normally visibie in a real GDP, real income,
employment, industrial praduction, and wholesale-
retaif sales.”
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_'I‘he Price of Qi and Recessions

Las! six recessions Price of all 8 months pHor
Movember $873 - March 1375 Rising steeply
Janvary 1980 — July 1980 Rising staeply

July 1981 — November 1982 Fiat

July 1990 - March 1991 Fiat

Marsh 2001 —~ November 2001 Flat to Rising
December 2607 - Juns 2009 Hising steeply

Hecassions do not require rising oil prices, but
tising oil prices tend fo be followed by recesslon
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Are we due again?
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The Economy and Insurance -
_Review of Research

Blrong correlations
Asal GDP Consumer inemploymeant
Price Indax Hala

Automobile frequancy

1 parly +- +- +

29 party + - +
Autemabita severity

1*parly + * A

39 party + + +
Homeowners fraquency - N/A N/A
Homeowners severity - + +
Workers compansation - + -
frequency
Workers compensalion + - +
severly
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Consumer Spending
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» Reduced disposable income
» Insured elect higher deductibles, lower limits
» Reduced property maintenance

» Use of disposable income

Industrial Production

» Clift Risk: Increased corporate bankrupicies due to
incroased cost of goods sold and asset losses

» Asset write downs, arguably heavier in Municipal
Bonds

» Financlal guaranty, D&O losses
+ Increased insolvency fund assessments

The Pace of Change

v Envirenmentally conscious public
» Solar panels, charging stailons

» Tachnology
+ Autonomous cars, Telemalics

» Reinventing Insurance
» Mew matheds of oif driling
v+ Prolaoling valus versus protecting property




And just some thoughts...
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» I3 the price of our products fundamentally driven by the
nafural resource consumpiion of the products?
» Asphall, Synthelic rubber, Synihetic fibers

+ How much of unexpected variation is a funciion of the
economy of natural resources?
» New York PIP
* Forida sinkholes
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