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The Disruption Continuum
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What's News In Insurance

* 63% of Natural
Catastrophe mentions
discussed flood

insurance in the
aftermath of Hurricane
lan.

Media Citations By Category  12/21-5/22 6/22-10/22
Homeowners/Renters 159 211 370
Auto/Motorcycle 177 135 312
Nat-Cat (Fire, hurricane, flooding, etc) | 47 112 159
Cybersecurity 16 kN 47
Workers Comp 24 35

11

Dog Bites/Pets 25

9
COVID-19 and Business Interruption 13] 20

7
Other 16 20

4
Life Insurance 11

0
Civil Unrest 11

o




Insurance Rates & Inflation




How Economic Inflation Impacts Rate Increases

Insurance Rates
> Repair & rebuild costs (#1 and #2 below)
» Cost of doing business (ex: operations)

. » Regulatory set profit margins

Insurance Replacement Costs

» Cost of lumber to rebuild destroyed house

» Cost of clothes, furniture, and appliances to replace
» Cost of auto parts to replace and labor to repair

*

U.S. Inflation

» Single family home building materials prices
> Retail costs of clothes and appliances

» Auto parts and labor costs

U.S. Inflation’
Northeasto
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Source: U.S. Bureau of Labor Statistics Affioted with W THE INSTITUTES




P&C Industry Macroeconomic Drivers

Financial and insurance output drops significantly; Historical changes from Q4
return 2022 closer to last three years’ average as top inflation drivers fast-

track return to historical averages

Growth & Inflation (Change YoY %) 2021 2022 2\2?; 2024

L S N A A

U.S. Real GDP 5.80% 2.08% 1.85% 1.70% 1.80%
P&C Underlying Growth 1.07% 1.95% -1.17% 2.98% 2.50%
o
U.S. Inflation 7.10% 6.42% 6.5% 2.30% 2.00%

P&C Replacement Costs Key Takeaway < 11.75% 8.10% 2.40% 0.91% 1.01%>

Macroeconomic Drivers Only Source: BLS, BEA, FRED; Sectors Output: Analysis: Triple-I; as of 02/05/2023
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Homeowners

Retail trade collapses while the pace of increase in replacement costs for
construction materials and homeowners contents slows down

Homeowners (Change YoY%) 2021 2022 2\?_?[3; 2024

Underlying GDP Growth -11.36% 1.37% -2.60% 3.80% 3.95%

Housing Units Starts -13.00% 0.25% -0.70% 4.18% 4.18%
All Construction Employment 6.80% 3.60% 3.66% 3.78% 4.10%
1.38%  -12.68% 3.04% 3.34%

Retail Trade VIR & -14.70%

Replacement Costs 7.64% 3.26%
Shelter 3.20% 6.60% 5.40% 3.33% 3.35%
Household Furnishing & Supplies 4.80% {17% ED -0.60% -1.15%
Construction Materials 22.77% .15% 0 2.49% 4.17%
Macroeconomic Drivers Only Source: BLS, BEA, FRED; Sectors Output: Analysis: Triple-I; as of 02/05/2023
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m ST . Milliman
Affiliated with W THE INSTITUTES H O m e O W n e r S

Net Combined Ratio and Change in NWP - 2022 Net Combined Ratio forecast at

108.4, reflecting latest estimate for
115% 12% Hurricane lan and winter storms

110% 10% - Forecast to improve in 2023 and

2024 but remain an underwriting loss
throughout this horizon

107.1% 107.3%

105% 103.6%

103.1% 8%

100% 6%

- Net Written Premium forecast to grow
9.9% in 2022 due to rate and
exposure increases

Premium Growth

95% 4%

Net Combined Ratio

90% 2%

- Loss pressures and expected
0% catastrophes indicate greater rate
2017 2018 2019 2020 2021 2022F 2023F 2024F increases are needed to restore
Homeowners to an underwriting profit

85%

mmm Net Combined Ratio

Change in NWP

Sources: NAIC Statutory Financial Data through S&P Global Market Intelligence
Analysis (as of 2/7/2023): Insurance Information Institute, Milliman.




Evolution of Climate Risk




U.S. Catastrophe Losses Steadily Climbing

(U.S. Inflation-Adjusted Losses, $ Billions, 2022) . %O\‘,Cqsﬂfﬂ U.S. Hurricanes
Harvey, Irma, Maria (8 millions, in ollars)
$158.7B .
Katrina, Rita, Wﬂﬂ $98,727

$150 $140.8B $52,553
TS~
$39,256
$120 $38,688
$36,450
$90 $35,714
Hurricane Andrew
$50.6 B $35,654
$60 T~ ‘ ‘ ‘ ‘ $33,875
$30
\ \ \ \ \ l \ \ \ \ \ \ $0 $20,000 $40,000 $60,000 $80,000 $100,000
$O Includes Puerto Rice and the U.S. Virgin Islands and losses sustained by private insurers
1980 . $9 7 B 1990 . $22 8 B 2000 . $3g 4 B 2010 . $57 7 B 20205: and government-sponsored programs such as the National Flood Insurance Program.
S 0 S O S: 0 S U $98 6 B Includes hurricanes that occurred through 2022. Subject to change as loss estimates
: are further developed. As of January 2023. Ranked on insured losses in 2022 dollars.
“Includes insured losses from all natural perils. Source: Aon (Catastrophe Insight) Adjusted for inflation by Aon using the LS. Consumer Price Index.

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

technology, public policy, finance, and science




Macro Solvency a.k.a. Policyholders Surplus

2009-2022 Quarterly
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2021 stood at $1,053B,
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Policyholder Surplus: Positive

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



People are Living More In Harm's Way
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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

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

Learn more about the data >

% insured: <2.0% I <10.0% I =10.0%

New York =

Westchester County

# Policies: 13,870
# Housing Units: 370,974
NFIP TIV: $273B
NFIP Premium: 268766,000,000
NFIP Take-Up: 37%

© Mapbox @ OpenStreethap Improve this map




Triple-I’s Objective

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

RESILIENCE
ACCELERATOR




PERIL Mapg RESLIENCE Blog
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View all aryie los >
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South Caroling

# Policiey.
" kul\q Unitg:

Vision and Valueg
4.458,642
23.928.728

© Sty




Climate Risk x Legal System Abuse = Property Crisis

Florida

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

» Six companies have been declared insolvent in 2022 (so far)

» Citizens Property Insurance Corp. now insures over 1M policies

Louisiana

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

» Nine companies have been declared insolvent in 2022 (so far)
» 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

o<

Florida MRest of LLS.

Homeowners'

Claims

Average 2022 Homeowners'
Insurance Premium (projected)

Florida

Countrywide

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

17



Homebuyers
Insurance Handbook

Key Definitions:

Replacement Cost: A policy that provides coverage to

replace lost items

Actual Cash Value: A policy that would pay less
money for older items than you paid for them new

Deductibles (dollar vs. percent): Deductibles are the
amount you are responsible to pay towards a repair
or other covered expense before your coverage kicks
in. If you have a dollar amount deductible, a specific
amount would be subtracted from your claim payment.
Percentage deductibles, which generally only apply

to homeowners policies, are calculated based on a

percentage of the home's insured value.

Guaranteed coverage: A policy pays the costs to
rebuild your home as it was before the disaster

Extended replacement: A cost coverage endorsement
that can pay an extra 5 to 25 percent above the limits
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Six Ways to Never Pay More Than You Need for Homeowners Insurance

Raise your deductible in exchange for lower premiums.

The higher your deductible, the more money you can save
on your insurance premium. However, your insurance policy
may have a separate deductible for major disasters such as
earthquakes, hurricanes, or wind/hail storms if you live in a
disaster-prone area. Consider that when deciding whether to
raise the standard homeowners deductible.

Ask about discounts and bundle options.

Most insurers provide discounts for home modernization
improvements and security devices such as smoke detectors,
burglar and fire alarm systems, or deadbolt locks. These
measures can be costly and may not produce a discount

for every policy, so talk to your insurance professional for

What factors can impact the costs to rebuild my home after a disaster?

a The number of bathrooms.
and other rooms

Special features such as fireplaces,

The type of roof and
materials used

exterior trim or arched windows

Whether the h a
part of it—was custom built

The type of exterior
wall construction—

frame, masonry (brick
or stone) or veneer



THANK YOU!
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