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«Insurance Landscape
»Actuarial Role

‘Hlldlyl.ll.cll !.rl Iﬂl]ellu\:h
*Focus on Casualty
*Focus on Property
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- Actuarial Role Qutside US-

+ Regulatory focus en capital adeguacy & risk evaluation—
Solvency Il

« Acceptance of Cat Modeling Globally

« ERM

= Meed for technical price — not just underwriting price
« Ingrease in number of actuaries in pricing role
« Need for Data and Analytics!
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“Quote from Catlin G__mﬂup‘_CasuattyAg:éuary

“Global ;asualty pricing is straightforward, ©

youonly need to consider how the legal, social & cultural
differences in approximately 200 different environments may
affect the base rates and ILFs.

Also, don’t forget to allow for different currencies and
exchange rate fluctuations. And inflation. And wordings.

And possible changes in legal trends & political influence
after elections.

And availability of data.

Oh and different languages, that can make things tricky"
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_ Analytical Challenges -
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Global Litigation Comparison

:Canada .08 yes yes (insome  yes (in same
’ provinces) provinces)

i imestane

- Germany 1 yes _ho " Ne
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Australia, Sk yes yes Yes {in some
4 ! . : o i .. slates)
* 2008 Givil Jusice Report by biaria Gryphon “Greater Justics, Lewes cost: Hew a "Loser Poy * Rule Would Improva the Amarican
Logal Sysem”
TRE LU HTE F BIZRY . ) i

U8 Dollar vs. Euro
| 2008-2013

Wl [FSC-ECR ek 01 7565 DB SO0, 0 6275 -

W E
Yoo
/e

EE

& e Bt RiSRv

ar.vs. British EP-éjund

.. US Dol
S +-2008-2013

W UETEHA, L ast 0 54 25, 0. T274, LoD 2080 R TEE T ]
2 P o Hoa

Yalwe

M"& / Ay

058
055
i

054
B

b §
pats

2008 2000 E) M2 23

THL TCMIY GF RISEY




5/15/2013

Yuan vs. US Doflar™
Nov 2012-May 2013
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. Example of Wording/Coverage Dif{gr_encas

" “1L.S. Defense Costs™’

~Standard CGL policies have defense costs outside
policy limits

For some lines (D&0, EZ0) , defense costs are within
limits or even offer both scenarios depending on
market conditions
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CASUALTY

5. Casualty Primary Market
« Industry benchmark loss costs for 1,100

occupancy classes for Prem/Ops & Products
!__iahi[i'l'y alnng with Il F's

+ Similar information available for Motor,
Professional Indemnity, EPL, Cyber, etc.
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' » Risks iocated
outside the -
U.S, with local
risk exposure

Products
Liability :
exposureto
LS,

Actuaries building internal models to develop
technical pricing benchmark that local underwriter
can use
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combined ratio

" Based a0 FSAfetums for sl finns — AM. Bast Co,

Possible Reasons Ir

“Weak premium rates

«More iitigious claim environment

«Claims due to financial crisis & economic downium
«Difficulty in predicting claim trends for long-tail lines
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*European ILF Method

o Rule of thumb is that CSP’s to higher layers are a factor of 1+x:

«if [imit = $4M then assume cast = {1+x)? * cost for $1M limit

« Parameter is based on expert judgment, not fitting of
data -
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150 Global Benchmarking Service _in_itiaive

«Initial Focus on Reinsurance/Excess Pricing

-Goal is to export the U.S. Methodology & Modify for
International use

ideal is to collect non-US data to use along with U.S.
curves

-Alternately, can adapt U.S. distributions for
international use
« Adjust individual exponential distributions to alter curves

» Adjust the Pareto smoothing method to allow for different
Pareto curves over different loss layers
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 Large database used to create Distribution of
Losses (Indemnity or Indemnity plus ALAE)
oEmpirical Distribufion is Smoothed with Pareta
- oSmoothed Empirical is fit to a Mixture of
Exponential Distributions
oFinal product presents a good fit through $10M, and
continues to fit the Pareto well through $100M
oOver 125 different commercial casualty ILF curves
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S.) increased Limits Methodology

iobal Benchmarking Service (GBS)
< Alfernative # 1 Using; Lh8.-Based Curves

Altemmative curves based on
percentage adjustments to
the exponential means of a
sample GL curve:

«adjusttop 1, 2 or 3 layers
o by -50%
o by -25%
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'Compaﬁsun of $1¥ Increased Lii:n}ii Factors [Raw: LAS{limitLAS(1mY]
. Adjusting Exponential Means (Top, Top-2, Top-3, or All} by ~50%
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Gamparison of $1M Increased LimitFactors [Raw: FAS(ImMYLAS(1m}]
i iAdjusting Exponential Means {Tag, Top-2, Top-3, or All): by -25%
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G obal Benchmarkmg Service. {GBS)

» Can modify Pareto Smoothing Method above
$10M for assumption of less severe curve
oExample U.S. GL Curve - initial Pareto smoothing
begins at $1.6M fimit with Pareto Q of 1.40
oTwo alternative curves - select Pareto Qs of 1.80 and
2.20 to smooth the curve above the $10M fimit
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" Alternative # 2 Using U.S.-Based Curves,




- Gomparison of $16 Mitlion Increased Limit Factors (ILEs)
. Fied O {1.4at $1.6M} vs. SicondC (at $10M) of 1.0r 2.2
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