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What's News In Insurance

Triple-l Media Citations By Category

Auto & Transportation
Homeowner/Rental

Natural Catastrophe

Life Insurance

Dog Bites & Pets

Cyber

Flooding & NFIP

COVID-19 & Business Interruption
Civil Unrest

General Industry

Workers Compensation

Source: Meltwater
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Part |I: Insurance Economics Outlook



Economic Fundamentals and P&C Insurance

U.S. and Insurance Growth and Inflation

Growth

U.S. GDP

P&C Underlying Growth
Inflation

U.S. Inflation (CPI)

P&C Replacement Costs

2016

1.67%

3.79%

1.27%

0.11%

2017

2.25%

2.59%

2.14%

0.34%

2018

2.92%

3.03%

2.43%

1.55%

2019

2.29%

1.67%

1.81%

1.20%

2020

-3.40%

-4.41%

1.25%

1.35%

2021

5.81%

10.15%

4.68%

10.40%

2022YT,
D

5.50%

0.09%

5.20%

16.32%

2022E

4.00%

6.66%

2.60%

9.91%

2023F

2.20%

4.56%

2.30%

6.74%

2024F

2.00%

3.37%

2.10%

3.84%

2025F

2.00%

2.53%

2.10%

2.50%

Source: U.S. data

: FRED; Insurance Data:
Triple-l based on FRED

As of 03/01/2022

Underlying Growth
represents the
average GDP growth
of industries impacting
P&C NWP growth

Replacement Cost
Basket represents
the average change
in CPI for goods
impacting P&C
replacement costs



Homeowners

Below average completion rates and above average commodity and
labor costs constrained performance in 2021 — all expected to continue

into 2022
Homeowners
2016 2017| 2018 2019 2020 20212022YD 2022E| 2023F 2024F 2025F
Market Growth Index 7.46% 6.02% 4.10% 4.39% 0.14% 5.09% -0.81% 5.25% 5.93% 5.13% 3.83%
Housing Units Completed 10.39%| 8.86%| 3.60%| 6.14% 2.43% 5.02% -6.17% 7.00%| 8.00%| 7.00%| 5.00%
All Employees Residential
Buildings 5.33%| 3.02% 6.00%| 2.80%| -1.43%| 6.66%| 4.59% 3.00% 4.00% 3.00%| 2.00%
Retail Trade 3.72%| 3.33%| 3.19%| 2.50%| -2.89%| 3.68% 4.50% 4.00% 3.70% 3.50%| 3.30%
Replacement Cost Basket 0.61%| 1.77% 3.05% 1.52% 1.76%|11.14%) 14.49% 11.50% 7.50% 5.17%| 3.17%
Shelter 3.38%| 3.32%| 3.31%| 3.38%| 2.47%| 2.66%| 4.38% 5.50% 4.50% 3.50%| 3.00%
Household Furnishing &
Supplies -1.72%| -1.65%| -0.53%| 1.13%| 1.33%| 4.02%| 5.00% 4.00% 3.00% 2.00%| 1.50%
Construction Materials 0.17%| 3.62%| 6.36%| 0.04% 1.49% 26.74%|34.10% 25.00%| 15.00%| 10.00%| 5.00%
Source: U.S. data: FRED; Insurance Data: Triple-I

based on FRED
As of 03/01/2022

Market Growth
represents the
average growth of
GDP components
impacting individual
lines’ NWP growth.

Replacement Cost
Basket represents
the average change
in CPI for goods
impacting
replacement costs
for individual line.



Personal Auto

Low inventory and high labor costs constrained performance in
2021 — inventory expected to recover in 2022 while labor costs
likely to remain elevated longer

Personal Auto

2016/ 2017, 2018 2019 2020, 20212022YD 2022E 2023F 2024F 2025F
Market Growth Index 0.93% 0.02% 1.63%| -1.56%)| -7.86%|17.98%| -0.13% 10.05%| 4.36% 2.34% 1.68%
Light Autos & Light Trucks - -
Unit Sales 0.49%| -1.87%| 0.48%| -1.52%| 14.67%|10.00%| 10.50% 7.50%| 3.00%| 2.00%| 1.00%
Total Private Exp., All Autos | 1.78%| 3.68%| 3.84%| -1.65%| 5.35%|33.46%|20.00% 15.00% 7.00% 3.00% 3.00%
Replacement Cost Basket -0.96%| -1.49% 0.11%| 1.10% 1.62%|12.36%|21.77% 11.00% 7.67%| 3.17% 2.50%
New Vehicles 0.15%| -0.25%| -0.47%| 0.37%| 0.53%| 5.84%|12.19% 5.50% 3.00%| 2.00%| 1.00%
Used Vehicles -2.57%| -3.88%| 0.37%| 1.00%| 3.22%| 26.48%| 40.52% 20.00%]| 15.00%| 5.00%| 5.00%
Parts & Equipment -0.47%| -0.36%| 0.44%| 1.93%| 1.10% 4.76%|12.60% 7.50%| 5.00% 2.50% 1.50%
Source: U.S. data: FRED; Insurance Data: Triple-|

based on FRED

As of 03/01/2022

Market Growth
represents the average
growth of GDP
components impacting
individual lines’ NWP
growth.

Replacement Cost
Basket represents
the average change
in CPI for goods
impacting
replacement costs
for individual line.
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P&C Industry Outlook

Industry Net Combined Ratio and Change in NWP
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Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis: Insurance Information Institute, Milliman.
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Premium Growth

2021E Combined Ratio increased by 0.8 pts
to 101.3%, due to deterioration in personal
lines partially offset by commercial lines

Worst full-year Cat losses since 2017: TX
Freeze, Hurricane Ida, Wildfires, Tornadoes

Healthy premium growth in 2021-2023 from
economic recovery and hard market

Uncertainty from COVID and loss pressures
will continue to put pressure on rates

Inflation, supply chain, and riskier insured
behavior all contributing to loss pressures
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Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence

Homeowners
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Homeowners Net Combined Ratio and Change in NWP

93.1%

2016

107.1%

2017 2018

mm Net Combined Ratio

2019

107.3%

2020

Analysis: Insurance Information Institute, Milliman.
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Premium Growth
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Increased 2021E Combined Ratio to 110.4%
as Hurricane Ida had a greater impact on this
line than previously anticipated, plus KY
tornadoes and CO wildfire in Q4

Loss Pressures and Expected Cats indicate

greater rate increases are needed to improve
2022F and 2023F results

Homeowners Rate Changes
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Source: Market Scout (Q4 2021)



Personal Auto

Personal Auto Net Combined Ratio and Change in NWP

110% 10%
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Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis: Insurance Information Institute, Milliman.

Premium Growth

4 Increased 2021E Combined Ratio to 99.9%

due to deteriorating Non-Cat loss trends
combined with excess Cat losses

4 Loss pressures cause 2022F and 2023F
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profitability to remain at pre-pandemic levels

Personal Auto Rate Changes
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Source: Market Scout (Q4 2021)



Personal Auto — Deeper Look at Deteriorating Trends

. Personal Auto Loss & LAE Ratio 4 Qtrly Loss & LAE Ratio deteriorating rapidly from
by Quarter 2020Q2 at 55.6% to 2021Q3 at 86.2%, above
0% 86.2% the pre-pandemic ratio of 76.8% in 2019

80% 2019 Avg LR 76.8% . . .
: 4 Miles driven largely back to 2019 levels, but with
0% riskier driving behaviors leading to increased
60% oo fatality rate
Fatality Rate
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Source: Includes copyrighted material of Insurance Services Offices, Inc., with its permission Source: https://crashstats.nhtsa.dot.gov/Api/Public/ViewPublication/813240 (Figure 1)
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Personal Auto — Deeper Look at Deteriorating Trends

Bodily Injury - Frequency
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4 Collision is having the most
significant impact on overall
Loss Ratio deterioration from

2020Q2 to 2021Q3

4 Both Frequency and Severity

worsening materially throughout
this 5 quarters of deterioration
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Source: Copyrighted material of Insurance Services Offices, Inc.,

4 Bl Frequency has not fully

rebounded from improvement
in 2020Q2

4 Bl Severity has continuously
trended upward from 2019
through 2021
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Commercial Multi-Peril

CMP Net Combined Ratio and Change in NWP 4 2021E Combined Ratio decreased to 107.1%

primarily due to reallocation of Cats by product

112% 12%

110% 109.8% L% 4 Strong NWP growth from economic recovery

107.9%
- o and hard market
o
e < . . . .
2 106% o% 3 4 Watch for Business Interruption court decisions
Eel o . . .
£ Jom 1038% 1038% O or potential federal legislation
§ 3
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Source: Market Scout (Q4 2021)



Commercial Auto

Commercial Auto Net Combined Ratio and Change in NWP

112% 111.1% 18%
110.5%

110% 16%

14%

108%
o
2 06.0% 12% S
& 106% S
3 10% &
e . 103.7% U]
5 104% 103.0% €
S 8% .2
S £
o 102% -
] 6% o
z D 10%
100% 4% 9%
8%
98% %
2% 20
96% 0% 6%
2016 2017 2018 2019 2020  2021E  2022F  2023F 5%
4%
3%
mmm Net Combined Ratio e====Change in NWP 2%
1%
Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence 0%

Analysis: Insurance Information Institute, Milliman.

4 Underwriting losses continue through 2023F,
but improving year-over-year

4 Strong NWP growth from economic recovery

and hard market

4 Watch for social inflation loss pressure and

prior year adverse loss development

Commercial Auto Rate Changes
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Source: Market Scout (Q4 2021)
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Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence

General Liability
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Premium Growth

4 Underwriting losses continue, but improving

4 Strong NWP growth from economic
recovery and hard market

4 Watch for social inflation and cyber risk

General Liability Rate Changes

16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%

e

2016 2017 2018 2019 2020 2021 Q1 2021 Q2 2021 Q3 2021 Q4

= General Liability

Professional Liability ====D &O Liability

EPLI = Jmbrella/Excess

Source: Market Scout (Q4 2021)



Workers Compensation

WC Net Combined Ratio and Change in NWP
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Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis: Insurance Information Institute, Milliman.
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4 Underwriting profits continue, although
margins shrinking

4 Pandemic, recession, remote work, and
economic recovery impacted volume and
location of WC risk

Workers Compensation Rate Changes
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Source: Market Scout (Q4 2021)
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Risks & Opportunities

Climate &
Resilience

Cybersecurity
Hackers Breached Colonial Pipeline Using
Compromised Password

By Villiam Turton and
June 4, 2021, 358 PM EDT

Cyber

FOl'beS Topics / Finance /

Fed Chair Powell Warns That Cyber Attacks And Expert View: How

g::)(\)r:ﬂ) r::; Spreading Again Are The Biggest Risks To The Risk-Based Lettlng h:lsurance.
s Pricing Companies Use Risk-
Based Pricing Lowers
— Premiums
The soaring market il e e e
that threatens to
. derail the economic
Pandemic & st - Litigation &
Its Impacts \

Claims Inflation

20




Pandemic Risk & Impacts

COVID-19 and economic recession and recovery have changed how we live and work,

with impacts across most insurance product lines

Business Interruption

» Insurance industry defended commercial policy contract
language, but lawsuits continue

> Key principles of forward-looking government-backed
pandemic recovery solutions

Changing Driving Patterns

» Reduced mileage early in pandemic, but now restored;
riskier driving increased and continues

» Companies seeking increased rates due to frequency and
severity of losses

> Infographic: What's Happening with Auto Insurance Rates

Pressure on Repair and Construction Costs

> New and used car prices increasing due to supply-chain
disruption

» Extremely volatile lumber pricing is one of many drivers of
rising home insurance premiums

> State of the Risk: Homeowners Insurance Rate Increases

Risky driving and fatal crashes surged in 2020, even
with fewer drivers on the road, a new report finds

By Scottie Andrew, CNN
© Updated 7:26 AM ET, Tue January 19, 2021

did risky driving habits like driving under the influence, a National Highway Traffic Safety Administration
report found.

(CNN) — The Covid-19 pandemic has forced many Americans to stay home and stay put. But
even though fewer people were driving during the first six months of the pandemic, riskier driving
surged, leading to a troubling uptick in fatal crashes, preliminary data shows.

JLCNBC

Home construction costs soar despite big

drop in lumber prices

:CNBC

—
"
<

i:;j?,‘:;F“' DESPITE DROP IN LUMBER PRICES

Chip shortage likely to keep car prices sky-

high through 2023

SSOAR /1%
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http://email.mg.axioshq.com/c/eJyNUD1rxDAM_TXnpTj4K7E9ZDgohU69oXuRZTlnyMWpk6O9_vo6Q_eC0JOekHhPpU6w5B_Yc1k-chyFhwA2BW5caAlRce-i4WjwGJH3gVgch94DDCyPSigppdBSiwYd4qBSCEmgs9BLezLiNnXwnct2_eyw3Nh1jDKoAShGZ9pV34c-uNQLsNINWqBm83jd93U76fNJvbRIkGtetnulrtSpEV8rx7LstOytua9zgbi1qmkRDYRt6VLmjA9-aYuY15k2_rYQv8BEtVtjYhvVTNvh2GpF1hji2gE2x9Y0x2g5eK37ZJKxvWd1jDDT2uzknA8VjGL--5n2oAyQ4QoAuBEQeRiC4picD0JHqX1i-_heDyH89ekZ8vxoxH_2fgHYSn7w
https://www.iii.org/article/infographic-whats-happening-with-auto-insurance-rates
https://www.iii.org/sites/default/files/docs/pdf/state_of_the_risk_homeowners_02032022.pdf

Litigation & Claims Inflation

Warren Buffett is often credited with first using the term “social inflation” to describe
“a broadening definition by society and juries of what is covered by insurance policies”

Triple-l published research in February 2022 on
social inflation, funded by CAS Research Grant

» Absent a universal definition, Triple-I defines Social
Inflation as “excessive inflation in claims related to
litigation trends”

» Study was performed using standard industrywide claim
triangles through 2019

Key Findings:

» Social Inflation increased claims by an estimated $20B
(14%) from 2010 to 2019 in Commercial Auto Liability

» Evidence of similar trends found in Other Liability
Occurrence and Medical Malpractice Claims-made

Issues Brief: State of the Risk: Social Inflation (iii.org)

Sources: Warren Buffett, “Chairman’s Letter - 1977,
mhttps://www.berkshirehathaway.com/Ietters/1977.htmI.

$20B T

$15B +

$10B +

$5B +

$0B

Impact of Social Inflation by Year
(Commercial Auto Liability)*

" Actual Payouts
M Projected Payouts

2010 201 2012 2013 2014 2015 2016 2017 2018 2019

*Triple-1 and Casualty Actuarial Society analysis of National Association of Insurance
Commissioner (NAIC) data. Social Inflation and Loss Development, Lynch, J. and
Moore, D., February 2022
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https://www.iii.org/sites/default/files/docs/pdf/triple-i_state_of_the_risk_social_inflation_02082022.pdf

Risk-Based Pricing

Insurance rates are calculated to reflect underlying risk. Debates about risk-based pricing must
consider the interconnected nature of affordability, availability, and fairness

Intense Discussions about Race and Insurance

>

Y

Y

Y

Y

Y

NAIC created Special Committee on Race and Insurance in 2020,
with a broad charter across all product lines

CAS commissioned research series on Race and Insurance
Pricing, to be released in March 2022

AAA has active Racial Equity Task Forces in each practice area

Federal Insurance Office conducted a Request for Information on
Auto Affordability and Availability

Colorado Legislature passed bill defining unfair discrimination and
restricting use of many characteristics for pricing. It authorized
insurance commissioner to implement by January 1, 2023

Washington Insurance Commissioner is fighting to permanently ban
the use of credit-based Insurance Scores for auto and homeowners

What should actuaries and the broader industry do?

>

>

Review how you perform your daily responsibilities with an
enhanced lens of affordability, availability, and fairness

Focus on how we can reduce or slow growth in insurance loss
costs to improve affordability for the entire market

Credit-Based Insurance Scores — The Battle
Heats Up

By Jerry Theodorou | May 20, 2021

Washington Judge Shoots Down Insurance
Commissioner’s Credit Scoring Ban

October 11, 2021

The Ascent > Knowledge > Insurance-auto

Here's Why Insurers Care About Your
Credit Score

by Kailey Hagen | Published on Oct. 16, 2021
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Cyber Risk

The challenge: Mitigating one’s own vulnerability to attack while
assessing how much risk to retain, cede, or assume

Business Leaders

» Mitigate risk of data being stolen, business interruption, and ransom demands
» How much risk to retain vs. buying insurance?

Insurers Offering Commercial Policies

> Assess cyber risk appetite: assume or exclude?

» Align policy language clearly and consistently with risk appetite

> How much cyber risk to retain vs. ceding to reinsurance market

Reinsurers

» Manage aggregate cyber risk appetite/limits

» Assess how well ceding insurers are underwriting and mitigating cyber risk
Government

» Mitigate global cyber threats that are beyond control of any single U.S. company
> Are some risks too much for private sector? Is a federal backstop required?

Issues Brief: State of the Risk: Cyber (iii.org)

Some cyber risks
may not be

insurable by the
private sector

= Ehe New AJork Eimes 2

Biden's Agenda > LIVE Political Updates  Increase in Child Tax

U.S. Formally Accuses China
of Hacking Microsoft

The Biden administration is also expected to
organize a broad group of allies to condemn
Beijing for cyberattacks around the world, but
stop short of taking concrete punitive steps.

f © v aa » []| [
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https://www.iii.org/sites/default/files/docs/pdf/triple-i_state_of_the_risk_cyber_10142021.pdf

Global Cyber Insurance Premiums Soaring in 2021

In a hard market driven by increased frequency and severity of
ransomware claims, how should insurers price future cyber risk?
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Year-over-Year Renewal Rate Increase
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Evolution of Climate Risk
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(U.S. Inflation-Adjusted Losses, $ Billions, 2021)

U.S. Catastrophe Losses Steadily Climbing

Katrina, Rita, Wilma

$1442 B
$12798B
$46 B I ﬂ
1980s: $7.6 B 1990s: $20.7 B 2000s: $35.8 B 2010s: $52.4B mm“

*Includes insured losses from all natural perils.

Source: Aon (Catastrophe Insight)

Insured Cat Losses are Increasing at an Alarming Rate — Nearly 700% Since 80's




Macro Solvency a.k.a. Policyholders Surplus
2007-2020 Quarterly

Surplus at end of Q2

1200
2021 stood at $989.8B,
an all-time high
1000 Drop in 2011 due to
S very Farge CAT losses
Pre-Crisis Peak
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Q 600
o .
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400 unrealized investment
losses
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Policyholder Surplus: Positive

m Sources: NAIC data sourced through S&P Global Intelligence; Insurance Information Institute.



2021 Is a Preview of Evolving Climate Risk




Select a state or year from the dropdown button or
scroll over a county to see changes in historical NFIP
take-up rates since 2010.Color-coding represents the
size of change in take-up rates.

State: [ State

Year: 2020

New York

# Poticies: 3,859,221
# Housing Units: 89,863,724

Learn more about the data >

% insured: <1.0% <2.0% I <10.0% I 210.0%

New York c

Westchester County

# Policies: 13,870
# Housing Units: 370,974
NFIP TIV: $273B
NFIP Premium: 268,766,000,000
NFIP Take-Up: 37%

© Mapbox © OpenStreetMap Improve this map




People are Living More In Harm's Way

Miami Beach: 2022 Miami Beach: +3’

o *Be_l!e‘\‘_
Island .y

w5

Brickell}
&







Objective

Drive behavioral change to help people
and communities better manage risk and
become more resilient

RESILIENCE
ACCELERATOR

Minim S



Strategies

Create a resilience movement giving
households and communities a stake in risk
mitigation

Educate and empower stakeholders about
protection gaps and their impact on their
recovery

Fast-track the use of cost-effective tools to
drive risk mitigation, transfer and retention

RESILIENCE
ACCELERATOR
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Cahfornia Weekly Update:
09/10/21
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View al| articlos >

RESILIENC
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The Power of 'esilience
: |

Year: 2020 v

South Caroling

# Policiqs 4,458,642

# Housing ynyy,. 23,928,728
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ESG




ESG Is In Insurers’ DNA

Environmental

« Invest for maximum impact, minimal harm
« Understand and manage climate risk
« Innovate through technology and partnerships

Social

« Risk-based pricing rooted in fairness
« Highly competitive market fosters consumer choice
« Invest in what makes us better as a society

Governance

N

« Board composition

« Director performanceand independence
« Compliance and transparency

« Hiring and compensation equity

« Investment and solvency standards

» Responsibilities to stakeholders
(Customers, Employees, Regulators,
Communities, Shareholders)

Bottom Line:

”~

”~

Regulatedby 50+ jurisdictions

NAIC RiskManagement & Own
Risk and Solvency Assessment
(ORSA) model

Climate risk/resilience

research/information sharing
(e.g., Triple-l Resilience
Accelerator)

Investmentin diverse, inclusive
work force; community aid;
financial literacy; and other
social goods




Insurers’ ESG Focus At A Glance

4

4

Driving Resilience

From “recovery and repair” to “predict
and prevent”

Risk partners and financial first
responders for families, businesses,
and communities

Sophisticated hazard modeling and
data-driven loss control support
informed risk taking

4 U.S. auto insurers returned over $14

billion to customers in response to
reduced driving during COVID-19
pandemic

Insurers have pledged more than
$280 million in donations to
organizations fighting the pandemic

Nonprofits driving understanding of
insurance for diverse audiences:

4
4
4

Griffith Foundation

Insurance Information Institute
Insurance Institute for Business and
Home Safety

Insurance Research Council
National Association of Insurance
Commissioners

Society of Insurance Research




Considerations




INSURANCE
INFORMATION
INSTITUTE

Affiliated with W THE INSTITUTES

Informed. Empowered.

Thank you!

www.iii.org



