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Insurance and Hurricanes

INFLATION-ADJUSTED U.5. CATASTROPHE LOSSES BY CAUSE OF
LOSS, 1989-2008 (1)
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(1} Catastrophes are all events causing direct insured losses to property of 225 million or more in
2008 dollars. Adjusted for inflation by IS0,

(2} Excludes snow.

(3} Does not include flood damage covered by the federally administered National Flood
Ingurance Program.

(4} Includes civil dizorders, water damage, fires other than wildlfires and utilty service
disruptions.

Source: IS0 Property Claim Services unit (PCS).

Lesson 1: Hurricanes are Costly!
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Top 12 Most Costly Disasters S ——

In US History

(Insured Losses, 2008, $ Billions)

$50 -

| " INFORMATION
INSTITUTE

: $45.3

$45 A In 2008, Ike Became the 4th Most Expensive
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(2004) (2004) (2005) (1989) (2004)  (2004)

(2005)  (1994) (2008)* Attacks (1992) (2005)
(2001)

8 of the 12 Most Expensive Disasters in US History
Have Occurred Since 2004;

8 of the Top 12 Disasters Affected FL and 10 have been

Hurricanes

* PCS estimate as of August 1, 2009.

Sources: PCS; Insurance Information Institute inflation adjustments.
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Cost of Hurricanes T mesmson

TOP 15 MOST COSTLY HURRICAMES IN THE UNITED STATES

(% millions)

Estimated

loss
Dollars Im 20:409
Hurrcanmne wihemn dollars
occurred {2y
1 Aug. 25-30. 2005 “p"‘::l'—s'fr'—m GAL LA Katrina $41.100 $45_148
2 Auag. 24-26, 1992 FL, LA Aundreww 15 500 23,702
) o I | LY I o )
3 Sep. 12-14_, 2008 MO, OH. Pa, T lke 12.500 12. 456
£ Ot 24 2005 FL Wilma 10_.300 11,315
5 Aug. 1314, 2004 FL, NC, SC Charley T.4T5 5.489
AL, DE, FL, G2,
LA, MDD, MS, M,
37 Sep. 15-21, 2004 MY, NG, OH, P Ivan 7,110 8.075
WL WAL W
Sa, MNC, PR, SC,
o Sep. 17-22, 1989 VA, U .S Virgin Hugo £ 195 T.258
Islands
Al AR, FL, LA, -
a8 Sep. 20-26. 2005 MS. TH. TX Rita 5.627T 65.181
9 Sep. 3-9, 2004 ZIE:‘ GA. NG, NY. Frances 4 595 5.219
DE. FL, GA, MD,
10 Sep. 15-29, 2004 KNJ, NY, NC, Pa Jeanne 3.655 4 151
PR, S, WA
Al FL, LA, MS,
11 Sept 21-28, 1998 PR, 11 S VWirgin CGenrgeaes 2 oans 3. 889
Islands
FL., AL, G&, MNC,
12 Ot 4, 1995 SC, T Opal 2_7100 2. 956
MC, MNJD WAL FL,
13 Sep. 14-17, 1999 SC, PA. 10 other Flowd 1.960 2. 524
states
14 Sep. 11, 1992 Kaui and COahu, HI Irikci 1,600 2,447
15 Sep. 5. 1996 MNC, SC, WA, MD.  =oon 1.600 2. 188

WL PA, OH

(1} Property cowerage onhy. Does not include flood damage cowered bw the federalhy
administered MNational Flood Insurance Program. As of September 2005.

(2} Adjusted to 2009 dollars by the Insurance Information Institute, using the Bureau of Labor
Statistice” Inflation Calculator.

Source: IS0's Property Claim Services unit (PCS); U.S. Bureau of Labor Statistics.
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Total Value of Insured Coastal Exposure ‘j e

(2007, $ Billions)

Florida $2,458.6
New York U $52,378.9
Texas
Massachusetts
New Jersey $522B Increase
Connecticut Since 2004
Louisiana . '
S. Carolina Up 21%
Virginia
Maine . .
N ) In 2007, Florida Still Ranked as the #1 Most
orth Carolina . .
Alabama. Exposed State to Hurricane Loss, with
Georgia $2.459 Trillion Exposure, an Increase of $522B
Delaware or 27% from $1.937 Trillion in 2004

New Hampshire | $55.7
Mississippi [l $51.8 The Insured Value of All Coastal Property Was $8.9
Rhode Island [l $54.1 Trillion in 2007, Up 24% from $7.2 Trillion in 2004
Maryland | $14.9
$0 $500 $1,000 $1,500 $2,000 $2,500 $3,000

Source: AIR Worldwide
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Lessons Learned from Hurricanes il Rzcmson
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Hurricane Andrew

® Watershed event that proved that hurricanes are far more
destructive and costly than experts predicted. It led to a far
better understanding of what could happen if a hurricane
hit a major metropolitan area. It was the costiest disaster in
U.S. history until Hurricane Katrina.

® Importance of both strong building codes and effective
enforcement. Insurers now incorporate this into rate
making in all coastal states that way they take into account
guality/proximity to a fire department.

W Created a greater awareness of the importance of building
and/or retrofitting a home to withstand a disaster.



Lessons Learned from Hurricanes il Rzcmson
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Hurricanes Katrina, Rita & ke

™ Hurricane Katrina exposed many of the weaknesses in
the nation’s preparedness for megadisasters. It left more
devastation and a higher reconstruction bill because of
extensive commercial and residential development along
the Gulf coast and the record breaking storm surge —
reportedly as high as 29 feet.

® The 2005 hurricane season (Katrina, Rita, Wilma)
showed many people in flood zones failed to purchase
flood insurance, many communities in harm’s way had
failed to enforce building codes and there needs to be
greater attention placed on land use patterns in areas
most vulnerable to storm damage.
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Lessons Learned from Hurricanes P fesmiron

™ Hurricanes Katrina, Rita & Ike demonstrated the need for
coastal residents to heed the warnings about evacuating
their homes and plan to leave for a long time — possibly
for good. Pets are also an important component in the
planning and are a good way of motivating people to do
the right thing.

W There is a cost associated with coastal living — hurricane
deductibles, higher insurance costs all need to be
considered.
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Current State of Preparedness il Rcemszon

HOUSEHOLDS WITH DISASTER-PREPAREDNESS MEASURES

In an emergency, know how
to turn off electricity

BB%

In an emergency, know how
to turn off water

87%

In an emergency, kKnow how
to turn off gas

74%

Household has a disaster-

preparedness kit 67%

Household has a fire escape
plan

57%

Hemeownar has an inventory
of household's contents

42%

I

This is the good news about disaster preparedness!
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Current State of Preparedness

18. Q. Do you have a written or photographic invantory of your possessions fo hajp document

103585 {0 your insuirer in case of a disaster?

May 2008 May 2008

Yes 47
o 3

Dan't know 1

W
43
1

Percent who have an inventory
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Northeast 3 49
North Cenfra 4 i
South 23 62
West 46 4
According to the L.I.I.’s Insurance Pulse, the portion of Americans who an inventory of their

possession dropped in May 2009 compared with 54 percent a year ago. This marks the first
time less than half of respondents said they have an inventory of their possession since the
l.I.l. began asking this question in The south is the only region where more than half took

the time to create this important document.

14




FWW'H INSURANCE

Current State of Preparedness Tl Reomsron

Fewer people now have a flood insurance policy than a
year ago, especially in the Northeast and the West

20 Q. Do you have a separale flood insurance policy ?

25% -
W z00s

W 2003

20% -

1T%

15%

10%

T

0%
Mortheast North Central South West Tatal U.5.

About a quarter from of Americans still believe their
homeowners policy covers damage from flooding during
a hurricane

15




FWW'H INSURANCE

Current State of Preparedness Tl Reomsron

About 60 percent of Americans say that the government will not
pay for damage to their homes that is not covered by their home
Insurance policy, the same as a year ago.

22 Q. Wil the government pay for damage fo your home thal is nof covered in your
homeowners policy? (Asked of those who have homeowners insurance.)

Yes

B%
Don't know
3%

Mo
53%
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Key Consumer Education Messages T R

V.

V.

Review Insurance Coverage Before Hurricane Season
Create a Home Inventory

Take steps to Make Your Home More Hurricane-
Resistant

Plan your Evacuation Ahead of time

Test your Evacuation Plan by Taking the Ten Minute
Challenge

Consumers, media and others have amnesia when
It comes to past disasters. Repetition, innovation
and many methods of distribution are needed to
make a difference.
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Tactic: Social Media Ti necamaron
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Social Media: I.I.l.’s Blog

A New Orleans federal courtroom will begin hearing an early test case in the Chinese-
manufactured drywall products liability litigation today. In the case — Hernandez v.
Knauf Gips KG — a New Orleans family contends that Knauf Plasterboard Tianjin Co.
Ltd. produced drywall in their home that was “unsafe, defective and inherently
dangerous.” The test trial will be heard by U.S. District Judge Eldon Fallon and its focus
will be limited to property damage only. The Bradenton Herald notes that the case is
among several hundred Chinese drywall lawsuits that have been consolidated into a
single proceeding before a federal judge. It says the trial is likely to provide guidance on
remediation that will make it easier to resolve future cases. As of February 17, 2010,
the U.S. Consumer Product Safety Commission (CPSC) had received 2,041 incident
reports related to drywall from 37 states, the District of Columbia, and Puerto Ricko.
More than go percent of reports are from Florida (59 percent), Louisiana (21 percent),
Mississippi (6 percent), Alabama (5 percent) and Virginia (4 percent). Last November,
the CPSC said it had found “a strong association™ between homes with the problem
drywall and the levels of hydrogen sulfide and metal corrosion in those homes.
However, the findings on possible health effects are less definitive. Check out the L.LL.
fact sheet on Chinese Drywall for more info on what homeowners should do if faced with
this problem.
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Social Media: I.l.l. has several Twitter

Accounts

For facts and statistics relating to the
earthquake in Chile: .
http://www.u|.org/Art|cIes/Ch|Iean-
CAavthaiialra Chant Chant ikl

In today's iii spotlight: disability income insurance
(http:/fwww.iii_org/Articles/How-can-l-insure-against-loss-of-
income.html)

12:10 PM Feb 8th via web

We're pretty excited that The Doctors on CBS
(nttp:/www.thedoctorsty.com/) wants to use our Air Bags video
(http:/tinyurl.com/yagkseg).

8:37 AM Feb 1st via web

Hame LLI. Web site

Location New York

Web http:/www.iii.org

Bio The mission of the
Insurance Information Institute
(111} is to improve public
understanding of insurance —
whatit does and how it works.

s 233 15
folowing followers listed

Tweets 67

RSS feed of iiiorg's tweels
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Insurance Information Institute Online:

WWW.II1.ORG

Thank you for your time
and your attention!

Email: Jeannes@iii.org
Download at: www.lii.org/presentations



