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Insurance Information Institute
(Triple-1) Mission
ANNUAL

The trusted voice of risk and REPORT
Insurance; providing unique,
data-driven insights to educate,
elevate and connect consumers,
Industry professionals, public
policymakers, and media.



https://www.iii.org/sites/default/files/docs/pdf/triple-i_2023_annual_report.pdf
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Driving Influence for Insurance Trades
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Triple-l Media Citations (2018-Present)

Record citations, plus share of voice is greater than all other trades combined
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Source: Cision Media Tracking

r Feeling the pinch of high home insurance
p rates? It's not getting better anytime soon

THE WALL STREET JOURNAL, omeowners Flock to Last-Resort

Insurance Policies
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Top 5 Media Citations by Issue

Homeowners doubles, fraud and climate risk on the rise

December 2022 — May 2023 June 2023 — November 2023
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Millions Continue to Rely on the Triple-l Website

1.8 Million pageviews in last six months

Top 100 pages: Views by category
Other (282,934 views)\

Home (264,742 views)

Ve

™~

Cyber (14,981 views)
Fraud (19,179 views)_//
Business (40,852 views)_~"

~~—Auto (255,387 views)
Disaster (86,807 views)/

Life/Annuity (100,095 views)/

Source: Google Analytics 4. Six-month for 2023 are from May 1 - Oct. 31, 2023. Please note views for top 100 pages do not add to total views.
*Other includes homepage views (140,698), publication pages, charts, etc. 7




Number of Websites Linking to Triple-l
Content Continues to Proliferate

Sites Linking In Authority
Score

(Max)
53,400 54

32

NAMIC I 2.100 31

APCIA 1,800 44

0 10,000 20,000 30,000 40,000 50,000 60,000 70,000 80,000 90,000 100,000

Source: SemRush.
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Insurance Economics

Macro drivers of insurance performance
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Cumulative P&C Replacement Costs INFORMATION

Increases From 2019 to 2022 INSTITUTE
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Cumulative P&C Replacement Cost Increases from 2019 to 2022 UP 40.4% SINCE 2019
All P&C and Key Lines (YoY% and Yo3Y %) | _
60% Replacement costs for all P&C lines
increased 40.4% from 2019 to 2022,
6.88% .
50% even after recent decreases in U.S.
4.17% CPI
40% 4.26% 3.44%
30% Cumulative P&C Replacement
Costs Increases (Yo3Y% 2019-22)
20% > All P&C Lines: 40.4%
Lo » Homeowners: 55.4%
> Private Auto: 45.6%
0% : » Commercial Property: 39.9%
All Items Homeowners Private Auto Com'l Property

m2020 YoY ®m2021YoY m2022YoY Compound 2020-2022 (Yo3Years)

Source: Triple-1 (as of 03/25/2023)
1i'
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P&C Industry Macroeconomic Drivers

Real GDP Growth at 2.1% YTD, with Q3 higher at 4.9% - for GDP, all eyes on Q4 numbers.
CPI continues to slow down to 3.1% as of November - but CPI Less Food & Energy is still up 4.0% YoY.

P&C replacement costs confirm trend and increasing slower than full CPI.

U.S. payrolls up by 216,000 in December, but unemployment rate unchanged at 3.7%.

Growth & Inflation (Change YoY%) 2022 2023YTD 2024 2025

G [ [ [

U.S. Real GDP 1.9% 2.1% 1.5% 1.8%
Finance & Insurance Output 0.5% -5.5% -4.4% 1.0%
P&C Underlying Growth Takeaway 1 0.6% 1.3% 2.6% 4.5%
U.S. Inflation 6.4% 3.1% 2.5% 2.2%
P&C Replacement Costs 3.1% 1.1% 2.0% 1.9%

Source: U.S. Economic data: FRED; Insurance da alysis: Triple-I; as of 01/09/2024
1‘

Inflation

Takeaway 2



Homeowners

Mortgage rates and lending standards punishing housing growth.
Mortgage rates reached 7.79% in October, down to 6.62% by January or $2,306 on average.
Rebound requires record low Inventories to loosen up first.

Homeowners insurance replacement costs continue to increase below overall CPI.

Bright spot: new apartments growth in the Sunbelt.

Homeowners (Change YoY%) 2022 2023YTD 2024 2025

Underlying Growth -5.3% 3.0%

Housing Units Starts Takeaway 1 -4.5% -17.2% 2.0% 3.0%
All Construction Employment 4.2% 2.8% 2.8% 3.8%
Retail Trade -3.8% 10.2% 5.0% 6.0%
Replacement Costs el 2 3.9% 2.4% 2.3% | 2.2%
Shelter 7.5% 7.2% 5.0% 4.0%
Household Furnishing & Supplies 6.7% 2.2% 2.1% 2.1%
Construction Materials -2.6% -2.3% 1.5% 1.5%

Source: U.S. Economic data: FRED; Insurance data and analysis: Triple-I; as of 01/09/2024
1‘



Commercial Property

Lending and bond interest rates continue to punish industry’s rebound; may see some relief into Q2-Q3 2024.
Bulk of positive news comes from retail sector rents and related commercial structures construction.

Normalization of remote work and lending environment may lead to rebound start in 2024, especially for class A
offices.

Commercial Property (Change YoY%) 2022 2023YTD 2024 2025

Underlying Growth Takeawayl | 3.3% | 2.5% 3.0%

Real Estate, Rental & leasing 3.3% 2.5% 2.1% 2.5%
All Employees Commercial Buildings 4.6% 4.9% 4.8% 4.9%
Construction Materials -2.6% -2.3% 1.6% 1.6%
Equipment & Other Capital Goods 9.3% 2.0% 2.1% 2.5%
Information Technology Prices -4.6% -1.1% 0.5% 0.8%

Source: U.S. Economic data: FRED; Insurance data and analysis: Triple-1; as of 01/09/2024

—
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Insurance Employment Trends

Looking at specific roles within the insurance industry, the number of sales agents and underwriters
increased the most, while the number of claims and processing clerks decreased the most.

Employment & Compensation: Insurance Industry and U.S.

(Change YoY%)
2020 2021 2022 2023 2019-2023
Insurance Hourly Earnings Change 5.1% 1.6% 6.4% 3.3% 17.4%
U.S. Hourly Earning Change 5.5% 5.0% 4.8% 2.9% 19.4%
Insurance Employees Change 1.2% -0.4% 2.9% 1.2% 5.8%
U.S. Employees Non-Farm Change -6.1% 5.1% 3.2% 1.5% 3.4%

Source: FRED (as of 10/2023)

Nominal wages in insurance increased by 3.3% YTD in 2023, above U.S. wage increases of 2.9%.
Adjusted for 2023 inflation, real wages in insurance remained flat this year, while in the U.S. they
decreased -0.4% this year.

—



Underwriting
Projections




P&C Industry Outlook

Net Combined Ratio and Change in NWP

- Bad News #1: Homeowners 2023
Q3 Incurred Loss Ratio was higher
than average of prior 10 years

115% 12%

110% 10%

- Good News: Unlike Q1 and Q2,
Homeowners 2023 Q3 Incurred
Loss Ratio was not the worst in
the prior 10 years

105% 103.6% 8%

100.6%

0
8.8% 99.6%

100% 98.7% 6%

Net Combined Ratio
Premium Growth

- Bad News #2: Commercial Auto

103.9%
4% :
2023 Q3 Incurred Loss Ratio was
2% highest in over 15 years

102.4% 101.6%
99.5% I I I
I » - Bad News #3: CMP 2023 Q3

2016 2017 2018 2019 2020 2021 2022 2023E 2024F 2025F Incurred Loss Ratio was higher
than average of prior 10 years

95%

90%

85%

= Net Combined Ratio

Change in NWP

Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis (as of 12/21/2023): Insurance Information Institute, Milliman.




P&C Industry Trends

gz:igomb'”ed 2018 2019 2021 2022 2023 E 2024F 2025F

Personal Lines 99.4% 98.8% 96.8% 102.1% 109.9% 109.9% 105.2% 101.9%

Commercial Lines 98.7% 98.8% 100.9% 96.7% 94.8% 97.7% 97.7% 97.0%

Net Written Premium | 101 5519  2020| 2021 2022| 2023E| 2024 F| 2025F
Growth Rate

Personal Lines 8.1% 3.3% 0.0% 5.0% 7.2% 12.5% 10.8% 8.3%
Commercial Lines 14.0% 3.7% 54% 14.0% 9.8% 5.6% 5.5% 4.7%

Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis (as of 12/21/2023): Insurance Information Institute, Milliman.

Overall picture from prior quarter
remains the same with Commercial
Lines performing better than Personal

Personal Lines 2023 Net Combined
Ratio improved 0.7 points from prior
evaluation and is now flat with 2022

Commercial Lines 2023 Net Combined
Ratio deteriorated 0.8 points due to
Commercial Auto and CMP

Net Written Premium Growth Rate for
Personal Lines expected to surpass
Commercial Lines by nearly 7% points
in 2023, first time since 2017

17




Personal Auto

Net Combined Ratio and Change in NWP

115%

112.2%

110%

o 104.8%
= 105%
x 101.4% 101.9%
[¢]
c
£ 100%
€77 91T%
o
O
3 95%
Pz

90%

85%

2018 2019 2020 2021 2022 2023E  2024F  2025F

mmm Net Combined Ratio

Change in NWP

Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis (as of 12/21/2023): Insurance Information Institute, Milliman.

14%

12%

10%

8%

6%

4%

2%

0%

-2%

-4%

Premium Growth

2023 Net Combined Ratio of 108.8
is 3.4 points better than 2022

2023 Underwriting Loss of $28B
follows $33B loss in 2022, multiples
of industry’s $18B profit in 2020

2023 Net Written Premium growth
rate of 12.5% is highest in over 15
years, reflecting rate increases to

offset inflationary loss costs

2024 and 2025 are expected to
improve but remain unprofitable



I
Personal Auto

Direct Incurred Loss Ratio by Quarter

20% - 2023 Q3 Direct Incurred Loss Ratio
85% of 75% is 8 points improved from

2022 Q3 but still 2 points worse than
oo 2021 Q3

75%

- Physical Damage performed better
than Liability in 2023 Q3, flipping
65% their relativity to total quarter-over-

quarter
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Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis (as of 12/21/2023): Insurance Information Institute, Milliman.
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Personal Auto Insurance Affordability

Personal Auto Insurance Has Become More :
Affordabl » Insurance Research Council (IRC) measures
orgav e auto insurance affordability by calculating the

1.9% 1.7% Lex ratio of average auto insurance expenditures
to median household income

» From 1990s to 2010s, personal auto
iInsurance has become more affordable

» Across jurisdictions in the United States,

1990s 2000s 2010s auto insurance affordability ranges widely
from a high of 3.01% in Louisiana to a low of
Wide Range of Affordab|l|ty by State 0.95% in Hawaii
Lo Affordable > Any efforts to improve affordability must
M"S‘Sﬁﬁ‘;‘;‘lable . address the underlying key cost drivers as
these factors vary widely across the 51
different auto insurance systems in the U.S.
U.S. Average, 1.56%
INSURANCE
IRC RESEARCH
HI NH ND ME VT . . MS GA Ml COUNC"‘

P Affiliated with The Institutes 0



D
Homeowners

Net Combined Ratio and Change in NWP

- 2023 Net Combined Ratio of 112.3

115% 14% IS worst since 2011
112.3%

110% 12% - 2023 Net Written Premium Growth
Rate of 12.4% is highest in over 10
years, reflecting rate increases to

offset inflationary loss costs

107.3%
10%

[EEN
o
a
X

103.6% 103.4%

.9%
8%

100%
6%

- 2024 and 2025 are expected to
improve but remain unprofitable

Net Combined Ratio
Premium Growth

95%
4%

90% 204

85% 0%

2018 2019 2020 2021 2022 2023 E 2024 F 2025 F

mmmm Net Combined Ratio Change in NWP

Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence

Analysis (as of 12/21/2023): Insurance Information Institute, Milliman.




2021 Homeowners Insurance Premiums as

Percent of Median Income

affordable affordable
4.07%

U.S. Average = 1.99%

1 ““““““lllllllllll

UT OR WI WA ID NH MD AK AZ PA VT ME NV DC DE VA |IA OH NJ IN IL Ml HI SD CA NC ND MA NY MN KS WV CT WY KY NE TN MO CO SC NM GA MT Rl AL AR TX OK MS LA FL
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Commercial Property

Net Combined Ratio and Change in NWP

. 2023 Net Combined Ratio of
89.9 is lowest since 2016

115% 20%
18%

16% - 2023 Net Written Premium
growth rate of 12.6% is the
highest of all commercial lines

110%

14%

10

105%

= S
x 12% 2
3 100.6% 100.4% O :
-é 100% 10% g - Favorable results expected in
S g% E the next two years with slowing
B gy 92 a premium growth rates
6%
91.0% _L-5%
89.9% 4%
90%
85% 0%
2018 2019 2020 2021 2022 2023 E 2024 F 2025 F

mmmm Net Combined Ratio Change in NWP

Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis (as of 12/21/2023): Insurance Information Institute, Milliman.




Key Industry
Risks & Opportunities




Risks & Opportunities

Economic Inflation Climate & Resilience Legal System Abuse

uuuuuuuuuuuuu

NEWS - BUSINESS . N Expert Analysis - Opinion
Insurance rates climb from fires, COVID, ::;if:;;:n d:::;::;o:yA:; :glg‘:l; l::i?lion The Defense Bar Must Push Back On
!?f!?fﬂi’"?:fl’?i'fﬁ! p.‘.:shortage _ Whlte House says ’ Social Inflation

Countering inflation: How US P&C
insurers can build resilience

FITCH WIRE

A news site used Al to write Cyber Insurance Premium Hikes to

articles. It was a journalistic

1 Support Returns Amid Risin
disaster. o p.p g
‘The tech site CNET sent a chill through the media @ Price reflects risk, helps align aims

world when it tapped artificial intelligence to produce premium paid with risk assumed

e

E staff is writing a lot of mrrectm ns.

.. 4 Microsoft/OpenAl (ChatGPT,
. DALL-E) # Promotes a competitive marketplace

# Expands availability of coverage

25



remember the past
are condemned to
repeat it.”




U.S. Catastrophe Losses Steadily Climbing

10 Costliest U.S. Hurricanes

($ millions, in 2022 dollars)
(U.S. Inflation-Adjusted Losses, $ Billions, 2021) Harvey, Irma, Maria
$158.7B $98.727
\K\atrina, Rita Wi@ 7

$140.8 B
$150 ~——
$39,256
$’|2O $38,688
$36,450
$9O $35,714
Hurricane Andrew $35,654
$50.6 B ,
$60 T— ‘ ‘ ‘ ‘ $33.875
$30
\ \ \ \ \ l \ \ \ \ \ \ $0 $20,000 $40,000 $60,000 $80,000 $100,000
$0 Includes Puerto Rico and the U.S. Virgin Islands and losses sustained by private insurers
and government-sponsored programs such as the National Flood Insurance Program.
20205- Includes hurricanes that occurred throu i
. . + . + gh 2022. Subject to change as loss estimates
19805' $9'7 B 19905' $22'8 B 2OOOS° $39'4 B 20105' $57'7 B $98_6 B are further developed. As of January 2023. Ranked on insured losses in 2022 dollars.
Adjusted for inflation by Aon using the U.S. Consumer Price Index.
*Includes insured losses from all natural perils. Source: Aon (Catastrophe Insight)

Risk transfer is essential, but just one tool in the resilience toolkit alongside

risk modeling, technology, public policy, finance, and science




Record 28
billion-dollar

events in
2023

Prior record
was 22
events in
2020

$93B total
cost in 2023

Record more
than $50B in
severe
convective
storms
through Q3

U.S. 2023 Billion-Dollar Weather and Climate Disasters

@ DroughtiHeat Wave &g Flooding () Hail

North Central and
Eastern Severe Weather Central Tornado Outbreak and

? Eastern Severe Weather Northeastern Winter

July 28-29
Rockies Hail Storms, Central Minnesota Hail Storms Central and Eastern March 31-April 1 Storm/Cold Wave
and Eastern Severe Weather August 11 Severe Weather Northeastern Flooding and February 2-5
June 21-26 April 4-6 North Central Severe Weather
July 9-15 North Central and
Southeastern
\ Severe Weather
California Flooding ) July 19-21
January—-March 6**
East Coast Storm
and Flooding
December 16-18

o Northeastern and

Central and Eastern
Tornadoes and Hail Storms e-
May 10-12

———@ Typhoon Mawar Guam
May 24-25
Central and Southern Severe Weather
June 15-18
Central Severe Weather
April 19-20
Southern

Severe Weather
April 25-27

August 5-8
\ Southern and Eastern
Severe Weather
March 2-3
Southern and Eastern
— Severe Weather
o N\ March 24-26
Hurricane Idalia
August 29-31
Southern/Midwestern ® .
Drought and Heat Wave Central Severe Weather Fort Lauderdale Flooding

Texas Hail Storms Spring-Fall ggﬂ:ﬁ,lrﬁnd June 28-July 2 April 12-13
Central Severe Weather

May 18-19 Southern Severe Weather @ Severe Weather
Southern Hail Storms September 23-24 June 11-14 April 15 May 6-8

This map denotes the approximate location for each of the 28 separate billion-dollar weather and climate disasters that impacted the United States in 2023.

Hawai‘i Firestorm @——
August 8

© Hurricane (g Severe Weather ) Tornado Outbreak @) Wildfire () Winter Storm/Cold Wave

Eastern Severe Weather

2 @
<
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P&C Financials Strong Despite Market Volatility & UW Losses

1,200 P&C Quarterly Policyholder Surplus 2009Q1-2023Q3

1,000
800
Q3 2023 at
$966B nearing Q3
@ | Surplus at end of Q4 2022 low of $926B
9o 2021 stood at $1,053B,
= an all-time high
m
400
Post-Global
Financial Crisis
200 Low 2009Q1

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

Wednesday, June 21 2023 The Washington Post

Democracy Dies in Darkness

-
N A
Ny \
! )
>
»

(Matt Davies/Newsday)




Triple-I's Climate Risk Objective

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

» Recognize insurance and its role.

» Remove the politics — focus on the solutions.

. . Predict
> Be responsible about the low carbon transformation. &
» Balance out the long-term (carbon) and short-term
(physical infrastructure) risks. Prevent
> Institute public policies and government spending
projects.

> Integrate new public-private collaboration options.

—
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Advancing The Climate Risk Discussion

Triple-1 Is actively informing how insurance is leading the resilience dialogue

Published Content

Consumer Awareness Survey in collaboration with s Munich RE &
Munich Re

Wrote/edited the Insurance Chapter in the National Homeowners Perception
Institute of Building Sciences' (NIBS) Roadmap to wof WeatherRisks
Resilience 202302 ConsumerSurvey

Contribute to Milwaukee Municipal Sewerage District
Flood Mitigation Research Brief

State of the Risk Issues Briefs on Flood, Hurricanes,
Convective Storms, Wildfires

Resilience Accelerator Hub

Community Resilience Ratings added two more years
of experience

—


https://www.iii.org/article/homeowners-perception-of-weather-risks-2023q2-consumer-survey
https://aicpcu.sharepoint.com/sites/III/Shared%20Documents/Economics%20and%20Analytics/2022%20Economics%20and%20Analytics/NIBS/NIBS_MMC_Roadmap%20Resilience%20Report.pdf
https://aicpcu.sharepoint.com/sites/III/Shared%20Documents/Economics%20and%20Analytics/2022%20Economics%20and%20Analytics/NIBS/NIBS_MMC_Roadmap%20Resilience%20Report.pdf
https://www.cisolutions.com/wp-content/uploads/2023/11/Urban-Reforestation-and-Wetland-Restoration-Across-Greater-Milwaukee-December-2023.pdf
https://www.iii.org/article/triple-i-issues-briefs
https://resilience.iii.org/resilience-blog/
https://www.iii.org/article/homeowners-perception-of-weather-risks-2023q2-consumer-survey
https://resilience.iii.org/

Defining Legal System Abuse

What Is It? Why Does It Matter?
Exploits litigation when a disputed claim * Claimants receive less.
could have been resolved without * Higher costs for for all

judicial intervention. consumers and businesses.

» Shadowed Third-Party Litigation
Funding (TPLF)

» Exploitative Plaintiff Advertising — What Can Be done?
“The Billboard Effect” Increase and inform

> Increasing Plaintiff Attorney and understanding of dangers.

Contingency Fees Foster legislative and judicial
reform.

Create transparency on TPLF.

» Eroding Caps on Damages



Triple-l Taking on Legal System Abuse

Two-years of proactive work to build strong foundation

But the industry is under threat from trial attorne = iii | INEomon

> 80% increase in annual web site views " demancing insurers cover uninsured pandemic-

 related losses.

> 200%+ Increase in media citations

» Tk+ subscribers to legal abuse e-blasts
Research, insights, videos and
communications to media, consumer,
industry, and members

Social inflation: hard to measure, important to understand

Other Insurance Topics wi flation?

SURANCE
INFORMATION
NSTITUTE

"\‘lcll ‘|‘|Iv"‘".t:y‘ Lk o

1 m 1 " Can a Florida Special Session Clear
> Testl O ny I n N Y an d O H the Shade Cast from Legal System Abuse?
Good morning,

Florida's rampant lagal system abuse, combined with climate risk kicking back in from two
hurricanes making landfall in the state, has ereated a stalewide property crisis for personal
lines Insurance. And just as It was starling to once again feel like a scene out of the movie
“Groundhog Day." thera are signs that some holdouts in the state's plaintif attorney-leaning
legislature may finally understand that too much is indeed too much.

» Targeted social media campaigns
> Web hub
» Message testing and polling

Enter & spacial legislative session

Thanks to the governor's and insurance regulatory department's urging, in conjunction
with new legislative leaders, the Florida Legislature is meeting this week for a special
sesslon to address the insurance crisls. Complimentary bills were Introduced In the House
and Senats that Triple-'s own Mark Friedlander called “groundbreaking” and the “strongest
property reform package we have ever seen proposed in Florida " The legislation calls

for eliminating one-way atiomey fees, as well as property claim assignment of benefits, a
major driver of itigation abuse.

If passed, lawmakers will hava made significant progress an improving the insurance
market, albeit with an understanding that relief il take time and more work may be
needed in the future.

The big question is whather this groundbreaking legislation wil help struggling Floridians
desperately searching for affordable home insurance. Two things to keep in min

1. Once again, the state "eamed” a place on the American Tort Reform Foundation's
annual Judicial Hellholes list, The hellholes i 563 the worst legal systems in the
country, where oversizad verdicts and legal system abuse run rampant. and

2. The Institute for Legal Reform found hat Florida's residents pay the second-highest tart
tax in America at 85 065 per person

Addressing the legal system abuse prevalent in the state is both a critical and long-term
Issue for Insurance companies and consumers allke. We'll continue to dive Into Florida's
insurance fraud crisis, which also negatively impacts the personal auto market, in the new
year.



http://www.iii.org/socialinflation.org
https://mailchi.mp/0e181b1b32be/can-a-florida-special-session-clear-the-shade-cast-from-legal-system-abuse?e=fa93ed7b47

2024 Legal System Abuse Strategy
Echo Industry Lobbying Trades State-Based Initiatives While Shining Light on TPLF

Lead via Proactive Triple-l Thought Leadership
Focus on “Battleground” States: GA, LA, MI, TX, FL
Develop and Launch TPLF Transparency Campaign

o Message testing with ILR and APCIA, then apply to
thought leadership and state campaigns

Build Coalition with APCIA, NAMIC, RAA, CIAB, Big-I

o Lobbying Trades: On-the-ground government affairs
and legal tactics

o Triple-lI: Research and Communications “Echo
Chamber” e.qg., briefings, fact sheets, editorial boards,
Rapid Response, targeted email and digital advertising,
testimony

Leverage Third-Party Relationships

o American Tort Reform Association, U.S. Chamber of
Commerce Institute for Legal Reform, National
Association of REALTORS, Triple-lI Non-

Resident Scholars, American Trucking Associations
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Financial Impact of Legal System Abuse

Triple-1 Actuaries Quantified The Problem

Case-incurred estimate of impact of social inflation by year

Key Findings P&C Industry - commercial auto liability
» Social Inflation contributed to increased 4,500

claims by estimated $30-34B (18-20%) 4,000

from 2012 to 2021 in Commercial Auto 2 3500

Liability = 3000
> Research suggests Social Inflation could e 2500

be causing losses to increase faster than 8 2,000

general inflation by 2-3% per year £ 1500

1,000
500

> Evidence of similar trends found in Other
Liability Occurrence and Medical
Malpractice Claims-made 0750 2013 2014 2015 2016 2017 2018 2019 2020 2021

L . . *Triple-1 and Casualty Actuarial Society analysis of National Association of Insurance
State of the Risk: Social Inflation Commissioner (NAIC) data. Social Inflation and Loss Development - An Update, Lynch,

J. and Moore, D., March 2023
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https://www.iii.org/sites/default/files/docs/pdf/triple-i_state_of_the_risk_social_inflation_02082022.pdf
https://www.iii.org/sites/default/files/docs/pdf/cas_social_inflation_03062023.pdf

Attorney Involvement is Growing Steadily

No-fault PIP Claims with
Attorney Involvement Nationwide

0
36% 39%

32%

2007 2012 2017

No-fault laws were
designed to reduce
litigation, but upward
trend continues

Leading states as of
2017: FL at 55%, NY
at 47%, NJ at 46%

Source: Insurance Research Council
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Attorney Involvement and Litigation

Consumers understand connection between

Opportunities for education about Third-
attorney advertising and insurance costs

Party Litigation Funding

The number of

Attorney advertising Attorney advertising  personal injury Attitude Toward Litigation Financing
has increased increases lawsuits Strongly
in the past year  the cost of insurance  today is too high Donl't6l§/nOW, approve,
0

12%
59% 57%

50%

Approve,
19%

Disapprove,

Neutral, 11%

0
37% Strongly
Excludes “don’t know” disapprove, 6%
Source: Public Attitudes on Litigation Trends and the Role of Attorneys in Auto Insurance Claims Insurance Research Council

| Insurance Research Council (insurance-research.org)
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https://www.insurance-research.org/research-publications/public-attitudes-litigation-trends-and-role-attorneys-auto-insurance-claims-0
https://www.insurance-research.org/research-publications/public-attitudes-litigation-trends-and-role-attorneys-auto-insurance-claims-0

Third-Party Litigation Funding

Who typically provides this money?

Deep-pocketed investors — accredited investors,
hedge funds, financial institutions, asset managers,
other large funds — seeking above-average returns
on their investments

What kinds of cases are funded?

Torts and contract breaches
Personal injury

Class Action

Intellectual Property
Whistleblower

Arbitration

YV V.V YV V V

Source: Swiss Re, Institute for Legal Reform, Research Nester

Distribution of tort system
costs without TPLF (left) and
with TPLF (right)

Plaintiff compensation
drops to 43% from 55%
when TPLF involved

Actual costs
2016

With TPLF

Plaintiffs’ compensation W Plaintiffs’ legal costs (incl. TPLF)
B Defendants’ legal costs
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Trends & Insights: Florida Insurance Crisis

Climate Risk x Legal System Abuse = Property Crisis

Compounding of cats, fraud, and legal system abuse has led to a property crisis in key states

Florida

» $51B was paid out by insurers over 10-year period, with 71% going
to attorneys' fees and public adjustors*

» Nine insurance company insolvencies since 2021

» Citizens Property Insurance Corp. insured over 1.4M policies

Louisiana

» 2021 Industry Combined Ratio of 462 pts and Underwriting Loss of
$7.2B due primarily to Hurricane Ida

» Nine companies were declared insolvent in 2022

» Lawsuit environment costs the state $3.9B in lost economic
activity, imposing a "tort tax" of $451 per resident annually**

*Florida Office of Insurance Regulation

**American Tort Reform Association

By the Numbers

ooooooooooooooooooooo

Florida leads the nation in homeowners'
insurance-related litigation, despite accounting
for less than 10 percent of claims, with a
corresponding impact on policyholder premiums.

Homeowners'
Insurance
Lawsuits

Homeowners'

Claims

W Florida MRest of LLS.

Average 2022 Homeowners'
Insurance Premium (projected)

Countrywide

| 1 | 1 ]
$0 $1,.000 $2,000 $3,000 $4,000  $5000

Source: Triple-l analysis of Florida Office of Insurance Regulation
and Mational Association of Insurance Commissioners data

40


https://www.iii.org/sites/default/files/docs/pdf/triple-i_trends_and_insights_florida_pc_02152023.pdf

Florida: Coming to a State Near You...

@ Florida was home to 79% of the
nations homeowners insurance-
related litigation in 2020, despite only
9% of total U.S. homeowners claims®

Horida Injured in a car wreck?
We'll get you $$$

PrOperty Call ACME LAW FIRM
Insurance 1-999-LAW-CASH

Market @ 250,000+ new lawsuits filed in March
> 2023 against the state’s insurers

June 2023

7 property insurer insolvencies
since February 2022
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Thank you!

Questions?

INSURANCE

INFORMATION
INSTITUTE

» Affiliated with The Institutes

© Insurance Information Institute

li.org

110 William Street
New York, NY 10038
4
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https://twitter.com/iiiorg
https://www.youtube.com/c/IiiOrg
https://www.facebook.com/iiiorg
https://www.linkedin.com/company/insurance-information-institute
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