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■ Observations from Data
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■ Reserving Methods 
■ Comparison of Ultimate Losses
■ LOB’s Standardization Recommendations 
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Introduction
How will we be managing this review 
and what do we aim to accomplish?



 

Our Bruin Mutual team will be using various methods 
to conduct a reserving review of:

■ Personal Auto Physical Damage
■ Personal Auto Liability
■ Homeowner’s Property

We will compare the characteristics and Ultimate 
Losses of all methods for each LOB.
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Procedure



 

5

■ Display resulting Ultimate Losses using reserving 
methods based on claims data dating from                  
January 1st 2011 to December 31st  2020

■ Provide reserving methods recommendations for 
each LOB

■ Standardize efficient processes to generate 
accurate future reserving reviews 

Intentions



Observations from Data
Were there any errors or noticeable 
trends in the claims data?



 

Errors

■ After a thorough inspection of the claims data 
we concluded all provided data was accurate.
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Review of Data
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Review of Data
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Review of Data



Catastrophe Reserving & 
Challenges 
Are CAT’s included in the reserving process, 
and what challenges do they present?
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CAT Reserving

1994

Northridge Earthquake

  

2008

Stock Market Crash

  

2018

Paradise Wildfire

  

2020

COVID 19 Pandemic

  

■ CAT’s are unpredictable so their reserving is done 
through separate processes.

■ CAT’s disrupt natural patterns created for 
commonplace reserve calculations.
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Challenges

Predicting Severity03 ■ Disaster models can only be so accurate 

Predicting Occurrences 02 ■ Catastrophes are unsystematic 

Government Regulations01 ■ Limitations on catastrophe reserves 



Reserving Methods
Which methods are used to create 
accurate predictions and what are 
their characteristics?



 

Advantages

■ Demands a large 
volume of claims

■ Good for stable 
patterns of loss 
development

Disadvantages

■ Only accurate when 
previous patterns are 
predicted to reoccur
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Chain Ladder Method
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Paid Chain Ladder Method Ultimate Loss
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Reported Chain Ladder Method Ultimate Loss



 

Advantages

■ Great for using with 
little to no past data

■ Remains stable over 
time

Disadvantages

■ Requires minimum 
level of loss reserves

■ Unreactive when 
actual claims vary 
from expectation
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Expected Method
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Expected Method Ultimate Loss



 

Advantages

■ Useful for limited and 
or unstable data

■ Exceptional handling 
for uneven patterns 
of loss development

Disadvantages

■ Ineffective for short 
tailed lines of 
insurance
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Bornhuetter-Ferguson Method
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Bornhuetter-Ferguson Method Ultimate Loss



 

Advantages

■ Prevents distortion 
by unexpected 
fluctuation at the 
start of the year

■ Expected claims ratio 
is estimated from 
previous data

Disadvantages

■ Requires high volume of  
credible reported claims 
to yield an accurate 
expected claims 
estimate

■ Assumes constant loss 
exposure without taking 
variation into account
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Cape Cod Method
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Cape Cod Ultimate Loss



Comparison of 
Ultimate Losses 
What was each methods Ultimate Loss and 
what does it indicate?
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Claim Data at 12/31/2020
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Homeowners Ultimate Loss Comparison 
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Liability Ultimate Loss Comparison
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Physdam Ultimate Loss Comparison
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Total Ultimate Loss Comparison



LOB Standardization 
Recommendation
Suggested Method
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Aggregate Claim Data



 

Paid Chain Ladder Method
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Personal Auto Physical Damage

Reasoning
■ Least difference between claim amount and 

projected ultimates
■ Most consistent LOB
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Thank You!


