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1.
Traditional Insurance Loss Experience





Age of dwelling vs. loss ratio relativities





Use of vehicle vs. loss ratio relativities





Vehicle performance vs. loss ratio relativities
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2.
Credit and Loss Experience




Credit characteristics correlate with loss ratio relativities



2.
Credit and Loss Experience (cont’d)




Personal property





230,000 policies with claims





1,000,000 policies without claims
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2.
Credit and Loss Experience (cont’d)




Personal auto





350,000 policies with claims





1,000,000 policies without claims
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2. Demographics and Loss Experience





Length of residence






Homeowner






Auto
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3.
Scoring Definitions




A score for an insurance risk





is a numeric summary





of the impact on loss ratio relativity





based on a certain set of predictive characteristics of the risk




A scorecard is an algorithm, a table, or a piece of computer 
software





that will calculate a score





based on a certain set of characteristics





provided for a risk



4.
Scorecard Example

 


Simple homeowner scorecard
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5. Results





Low scores correlate with high loss ratio relativities





High scores correlate with low loss ratio relativities
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6.
Summary



Use of Credit History Leads to Precision Underwriting



Facilitates Consistent Underwriting



Does Not Make Decisions, People Do



Provides Input to Refine Decisions 



Use of Credit History Provides More Objectivity and Accuracy



6.
Summary (cont’d)



Use of Credit History Helps Underwriters Focus on Risks Needing Attention Most



Use of Credit History Helps to Reduce Premium Subsidies/Inequity



Use of Credit History Helps to Open Up Markets
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