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Actuarial Standards Board’s Actuarial Standards of Practice (ASOP)
W OneTab X @ how to communicateto X | Microsoft Word - asop041 1 X [\ RESEREE NI Sta e S 4 =8 em =

« > C (@ www.actuarialstandardsboard.org/standards-of-practice/ v O 9 In @ ¥

'ﬂ' Most Visited . Getting Started @ CWT Login @ Monstrous Manual 2E H Homepage @ Property Claims Servic... @ Actuarial Team Site - ... @ Data Source Library - ... @ BEAP @ Loure ©F aonbenfieldanalytics ... . Remuz RPG Archive

\S HOME ASB MEMBERS STANDARDS OF PRACTICE DRAFTS GUIDELINES COMMITTEES ABOUT ASB CONTACT

Casualty Committee

AS O P 4 8 A S O P 4 9 AS O P 5 0 Enterprise Risk Management

N L. . L. Committee
Life Settlements Medicaid Managed Care Determining Minimum
Mortality Capitation Rate Value and Actuarial Value ]
General Committee
) Development and under the Affordable Care
Category: Life Certification Act
Date: December 2013 Health Committee
Status: Adopted Category: Health (Category: Health
Date: March 2015 Date: September 2015 Life Committee
View | Download PDF Status: Adopted Status: Adopted
Pension Committee
View | Download PDF View | Download PDF

ASOP 51 ASOP 52 ASOP 53

Assessment and Principle-Based Reserves Estimating Future Costs

ON

Aon’s Reinsurance Solutions | 2018 CAS Fall Meeting
3 Empower Results®

Proprietary & Confidential | November 11-14, 2018



ASOP 41: Actuarial Communications!

ASOP 41

Actuarial
Communications

Category: General
Date: December 2010
Status: Adopted

View | Download PDF

Aon’s Reinsurance Solutions | 2018 CAS Fall Meeting
Proprietary & Confidential | November 11-14, 2018

SECTION 1. PURPOSE, SCOPE, CROSS REFERENCES, AND EFFECTIVE
DATE

1.1 PURPOSE

This actuarial standard of practice (ASOP) provides guidance to actuaries with respect to actuarial

communications.
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So what is an “Actuarial Communication”?

SECTION 2. DEFINITIONS

The terms below are defined for use in this actuarial standard of practice.

2.1 ACTUARIAL COMMUNICATION

A written, electronic, or oral communication issued by an actuary with respect to actuarial services.

AON
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And what are “Actuarial Services”?

2.5 ACTUARIAL SERVICES

Professional services provided to a principal by an individual acting in the capacity of an actuary.
Such services include the rendering of advice, recommendations, findings, or opinions based upon

actuarial considerations.

AON
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Are you my Principals?

2.10 PRINCIPAL

A client or employer of the actuary.
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Is this an “Actuarial Document™?

2.2 ACTUARIAL DOCUMENT

An actuarial communication in any recorded form (such as paper, e-mail, spreadsheets,

presentations, audio or video recordings, web sites, and court or hearing transcripts). Notes taken by

someone other than the actuary are not considered actuarial documents.

I An actuarial communication in any recorded form (such as paper,
e-mail, spreadsheets, presentations, audio or video recordings, web
sites, and court or hearing transcripts). Notes taken by someone

other than the actuary are not considered actuarial documents.

(ASOP No. 41)
T —
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Agenda

Section 1
Section 2
Section 3
Section 4
Section 5
Section 6

Climate Trends
Weather Loss Trends
People Trends
Insurance Trends
Capital Trends

The Point
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Section 1: Climate Trends
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Weather vs. Climate

This is Weather.
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Weather vs. Climate

“Climate is what we expect; weather is what we get.”
— Mark Twain

“Weather is your mood; climate is your personality.”
— Marshall Shepherd

Climate change is a shift in long-term
weather patterns
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Fact: Global Temperatures are Rising
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...a fact we all agree on

—— Met Office — NASA — NOAA
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Fact: Causes of temperature rise
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Provocateur?
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Showing results for define provocative
Search instead for define provacative

Dictionary

Enter a word, e.g. "pie” Q,

pro-voc-a-tive
Ipra’vakadiv/ <)
adjective

causing annoyance, anger, or another strong reaction, especially deliberately.
"a provocative article”
synonyms: annoying, irritating, exasperating, infuriating, maddening, vexing, galling; More
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Fact: Carbon dioxide levels are rising

Ice-core data before 1958. Mauna Loa data after 1958.
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Fact: Correlation Between CO, & Temperatures

Carbon dioxide and the temperature of our planet
1 from 800,000 years ago until the present day
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Fact: Oceans Getting Warmer

Difference from 1993-2017 average (gigajoules/m’)
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Fact: Sea ice is melting
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Sea-level deviation

Fact: Sea Levels Rising

w 0 o

E =90 ) Hﬂ' 0 g S e S e Ve
E il {. | ’H{ﬂ“ Hw ........!‘.F.‘.".Tf‘:s.'“..’.'."“.‘i’..J...... Nk
WWHL wameﬂHriﬂﬁHﬂm%}Myﬂﬁ% M"’M

-200 T T T T T T T

1880 1900 1920 1940 1960 1980 2000
Year

Aon’s Reinsurance Solutions | 2018 CAS Fall Meeting
Proprietary & Confidential | November 11-14, 2018

0°N

30°S

January 1993 - January 2016

e

-

.-,.

-—#O’-"g"’_‘ s s

~&,)'~"53AM

H

- 2 6 10
Sea Level Trends (mm/y)

AON

21 Empower Results®



ASOP 41: Disclosures

3.4 DISCLOSURES WITHIN AN ACTUARIAL REPORT

Consideration of the items to be disclosed is an important part of the preparation of any actuarial
communication. The actuary should review the list of required disclosure items included in section 4

of this ASOP, and in any other relevant ASOP. Further discussion regarding some of these disclosure

items follows:

AON
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ASOP 41: Reliance On Others

3.4.5 RELIANCE ON OTHER SOURCES FOR DATA AND OTHER INFORMATION

An actuary who makes an actuarial communication assumes responsibility for it, except to the

extent the actuary disclaims responsibility by stating reliance on other sources. Reliance on
other sources for data and other information means making use of those sources without

assuming responsibility for them. An actuarial communication making use of any such reliance

should define the extent of reliance, for example by stating whether or not checks as to
reasonableness have been applied. An actuary may rely upon other sources for information,
except where limited or prohibited by applicable standards of practice or law or regulation.
Further guidance on when such reliance is appropriate, and what the actuary’s responsibilities

are when such reliance is stated, is found in ASOP No. 23, Data Quality.
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ASOP 41: Responsibility...

5.4.4 RESPONSIBILITY FOR ASSUMPTIONS AND METHODS

b. If a material assumption or method is selected by another party, the actuary has three

choices:

3. If the actuary has been unable to judge the reasonableness of the assumption or
method without performing a substantial amount of additional work beyond the
scope of the assignment, or if the actuary was not qualified to judge the
reasonableness of the assumption, the actuary should disclose that fact as specified

in section 4.3.
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Things that make you go, “hmm”...
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Dictionary

Enter a word, e.g. "pie" Q

cow-ard
I'kou(a)rd/ 4

1. a person who lacks the courage to do or endure dangerous or unpleasant things.
synonyms. weakling, milksop, namby-pamby, mouse, More
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Section 2: Weather Loss Trends
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But first...2017
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U.S. Economic Loss: Weather Events

Average Annual Economic Loss (current USD)

1980s 1990s 2000s 2010s
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+3.6% Economic Insured
Above Total Total
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Source: Impact Forecasting
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Loss Driver: Atlantic Hurricanes
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Loss Driver: Halil

SPC Hail Reports: 1955-2016
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Loss Driver: Precipitation

Percent Change
from 1958 to
2012

Change (%)
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Loss Driver: Drought & Wildfire

_ Alaska Observed U.S. Temperature Change
I II _U.S. Average
5.; o..ll-“-l - Great Plains North Nt s i !
& So00s20s 405 00 05 005 N III § I “II H
Decade E So | §
~ : : ! § 2l
Temperature B Sk R Rt B k-~ ik
change from —

1991 to 2012 e .

T, ortheast
compared to |
1901 to 1960 T""'“ ..--I.JII
average and A e gy e Hasmmaan

the 1951 to
1980 average

Hawai'i Southeast
2

215005205 40s 605 B0s 005
Decade

e
°
§ _ Southwest
&5 of 2
e |l g
H 2 54 - Great Plains South |
§ “1000520s 40s 60s 80s 00s g c? 1900205 40s 60s 80s 00s |
= Decade g 3 Decade )
g, 2
© “1900s20s 40s 60s 80s 00s 29
Decade | H
g
g
E
K]

Temperature Change (°F)
Il B 0 [ OO0 &= B .

<15 45010 -1010-05 05000 001005 05010 10015 >15 Am
Aon’s Reinsurance Solutions | 2018 CAS Fall Meeting

Proprietary & Confidential | November 11-14, 2018 32 Empower Results®



".{’ e L
aM' ¥ . V‘

Section 3: People Trends
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Loss Driver: Bigger & Costlier Homes
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Loss Driver: More Homes
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Loss Driver: U.S. Population Growth Rates

1980-2016: 72% of population increase found in ocean-bordering states

Midwest: 0.4%
Pop: +9.1M

Atlantic: 0.8%

. 0
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Pop: +20.2M
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Source: U.S. Census -
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Pop: +4.4M
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Loss Driver: U.S. Population Patterns

Population density, 2010
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Greatest Risk Areas

Study: For every +1°C increase in global mean temperature, cost impact to US GDP increases by +1.2%
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Section 4: Insurance Trends
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Workers Compensation Lost Time Frequency

Workers Compensation

Lost-Time Claim Frequency
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Source: Lost-Time Claim Frequency: NCCI 2018 State of the Line Analysis of Workers Compensation Results




General Liability Frequency

Commercial General Liability

Multistate Occurrence Frequency
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Structure Fire Loss Frequency

Property Fire
1.80 1 Structure Fires in the United States
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Source: Structure Fires in the United States: National Fire Protection Association Report on Fire Loss in the United States During 2017



Medical Professional Payment Frequency

Medical Professional Liability

Payments Per Licensed Physician
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Source: Payments per Licensed Physician: National Practitioner Data Bank Public Use File, 06/30/2018, U.S. Department of Health and Human Services, Health Resources and Services



Auto Severe Accident Frequency

Automobile Liability
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Commercial Lines Are Shrinking

Personal and Commercial Premium

as a Percent of GDP
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Because casualty is shrinking (not property)!

Calendar Year Incurred Loss % of GDP
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Section 5: Capital Trends
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2017 was not a great year for reinsurers...

Reinsurer combined ratios
Aon Benfield Aggregate Index of Reinsurers
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2017 was not a great year for reinsurers...

Reinsurer return on equity
Aon Benfield Aggregate Index of Reinsurers
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But global reinsurer capital is still at all time highs

mmmm Traditional capital == Alternative capital —&— Global reinsurer capital
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Alternative capital sustained losses, but still grew
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Catastrophe bonds — on record pace in 2018
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Insurance-linked securities are attractive...
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...and the investor pool is enormous

Pension & Other Investors Insurers & Reinsurers
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Section 6: The Point
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Insurance Premium to GDP — several past cycles

4.25%

4.00%

3.75%

3.50%

3.25%

3.00%

2.75%

2.50%

1965 19

?

2017: 2.8%

70 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Sources: A.M. Best’s Aggregates and Averages, IMF World Economic Outlook Database (www.imf.org), SNL Financial, Aon Benfield Analytics, World Bank Databank

US GDP based on revised July 31, 2014 methodology by US Bureau of Economic Analysis Am

Aon’s Reinsurance Solutions | 2018 CAS Fall Meeting

(www.worldbank.org)

Proprietary & Confidential | November 11-14, 2018

56 Empower Results®


http://www.imf.org/
http://www.worldbank.org/

But prior cycles driven by casualty, not property

e=t==NPW to GDP Loss to GDP
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Innovation deficit in insurance...

Calendar Year Incurred Loss % of GDP
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.opportunities for innovation

Global Risk Management Survey risk ranking
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Takeaway

Climate uncertainty drives higher
property insurance demand and
represents a manageable, positive

long-term opportunity for insurers and
reinsurers
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Next Steps

Potential solutions and steps forward

= Further integration of private insurance markets and federal governments

Insurance risk pools

Recommend key risk mitigation metrics to governments or policyholders

Introduce “Parametric Insurance” to new markets

Catastrophe modelling
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Risk and Capital Strategy
+1.312.381.5553
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About Aon Benfield

Aon Benfield, a division of Aon plc (NYSE: AON), is the world‘s leading reinsurance intermediary and
full-service capital advisor. We empower our clients to better understand, manage and transfer risk
through innovative solutions and personalized access to all forms of global reinsurance capital across
treaty, facultative and capital markets. As a trusted advocate, we deliver local reach to the world‘s markets,
an unparalleled investment in innovative analytics, including catastrophe management, actuarial and rating
agency advisory. Through our professionals’ expertise and experience, we advise clients in making
optimal capital choices that will empower results and improve operational effectiveness for their business.
With more than 80 offices in 50 countries, our worldwide client base has access to the broadest portfolio of

integrated capital solutions and services. To learn how Aon Benfield helps empower results, please
visit aonbenfield.com.

© Aon Benfield 2017. All rights reserved. This document is intended for general information purposes only and should not be construed as advice or opinions on any
specific facts or circumstances. This analysis is based upon information from sources we consider to be reliable, however Aon Benfield does not warrant the accuracy
of the data herein. The content of this document is made available on an “as is” basis, without warranty of any kind. Aon Benfield disclaims any legal liability to any
person or organization for loss or damage caused by or resulting from any reliance placed on that content. Members of the Aon Benfield Analytics team will be
pleased to consult on any specific situations and to provide further information regarding the matters discussed herein.
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