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Industry Booked Ultimate Loss
Ratios - Development

Patterns

Cumulative Reserve Development as of % of Initial Recorded Reserves

US Statutary ative reserve development as 3 % of initial recorded reserves
Aceident year basis
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Commercial Auto Liability
Schedule P Booked Ultimate Loss Ratios

Schedule P Ulimate Loss Ratio Sel
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Commercial Auto Liability
Industry Loss Ratio Summary
det on between 2009
10 2011 is explained by loss
trend and price decreases.
. Slight loss ratio deterioration
from 2011 i 2017 due to
. »eﬁﬁﬁgﬁﬁi:mnmmu
Ulimate Loss Ratio is estimated based on Scheduls P paid and reported chain ladder methods
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Commercial Auto Liability
Schedule P Loss Development
Paid Loss and DCC ($Millions) Reported Loss and DCC ($Millions)
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+ Source: Industry Schedule P Part 4 compiled from SN Financial Database
| Lengthening Paid and Reported LDFs has likely exacerbated slow recognition of adverse results
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Commercial Auto Trends

Driver shortages are affecting the driver pool with more young/inexperienced drivers operating trucks.

Vehicle utilization levels increased due to an improved economy and lower gas prices.

Increase in vehicle miles travelled

Technology - Increased cost of vehicle repairs and distracted driving

Increased plaintiff use of safety data in litigation

Increase in traumatic brain injury (TBI) cases
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Commercial Auto Liability
Schedule P Loss Ratios Methodology

Premibum Volume by Loss Ratio band

Start with 69 companies with 2017 NEP >
$50m. Represents approximately 90% of
CAL market premium.

Remove 3 with minimal data prior years, so

- 66 companies remain in the data set.
i Take mechanical 3 year average
development
Select average of paid and reported
methods for each company.
Bl l l _I j Observations
a Even in 2013/2014 about 16% of

" ne industry loss ratio indications are below
65% (based on mechanical indications)

No Loss Ratios above 80% in 08/09
Wider loss ratio dispersion in 13/14

Data Set Totals: Carried loss ratios overall are nearly the
+ 08/09 Combined - $31.2 Billion Eamed Premium ~ 60.4% Loss Ratio same as 3 year average development,
« 13/14 Combined - $32.4 Billion Earned Premium - 73.7% Loss Ratio but slightly less variance
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Commercial Auto Liability
Loss Ratios by Premium Growth Band
Methodology
LOSS RATIO STATISTICS
+  Group the 66
o - companies by
premium growth
14 band (13/14 EP
divided by 08/09

e Observations

— + Companies with
higher premium
growth rates had

s lower starting
(08/09) loss ratios

o + Companies that

reduced premium

" volume fared better
than those that
increased premium

- == O volume.




Commercial Auto Liability
Loss Ratio Changes by Premium Growth Band
and loss ratio

change buckets
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E Key Observation
. 3 * In general, loss ratio
5 deterioration is
correlated with
premium growth,
- but there are
exceptions.
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v Rt Crange & Pramitim Gt ared Methodology
Group 66
companies in
premium growth
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Final Thoughts

What did we miss? What I miss?

« 8 accident years of adverse development provides an obvious learning opportunity for the
industry, but also for individual actuaries and other professionals
- Data Science capabilities are better now than they were in 8 years ago. How could Data Science have
improved Commercial Auto Liability results (industry and company)?

and what did we do

- Did we see early evidence of adverse using
about it? (In other words, don't ignore early initial chain ladder results!)

- Are we doing enough to quantify the impact of new business loss ratio differential in our actuarial work?

+ In retrospect, could we have been
~ More forward looking?
- Faster to recognize development and adjust accordingly?

— More effective in communication?

Legal notice

©2018 Swiss Re. Al rights reserved. You are not permitted to create any modifications
of derivative works of this presentation of 10 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 are subject to change without notice. Although the information
‘was taken from reliable sources, Swiss Re does no accept any responsibiliy for the accuracy
o comprehensiveness of the details given. Al iabilty for the accuracy and completeness
thereof or for any damage or loss resulting from the use of the information contained in this
presentation is expressly excluded. Under no circumstances shall Swiss Re of its Group
companies be liable for any financial or consequential loss relating to this presentation
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