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Overview

• Goal: Recommend best fit program for Montgomery Realty

• Method: Simulating annual aggregate loss statistics for Fire, NWS, 

and EQ; using this data to stress test each program

• Tools: Montgomery loss profile (2010-2024), CAT models, Python
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Loss Volatility Exhibits2
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Total Aggregate Losses by Percentile
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Program Stress Testing3
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Insights

• Performance is very similar 
under Insurers 1 and 2

• Under Insurer 2, performance is 
marginally better in the worst 1% 
of cases

• Insurer 3 decreases risk 
significantly, for a price
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Percentile Performance for 
Total Losses After Insurance
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Program Advisory4
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Key Metrics to Consider

Lowest Premium

Average Total Cost of Risk

Total Retained Amount

Conditional Tail Expectation
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Lowest Premium

Insurer 1

$51,270,000
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Lowest Total Retained
at 50th Percentile

Insurer 3

$7,381,235
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Least Average Total Cost of Risk (TCOR)

Insurer 1

$62,006,447
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Conditional Tail Expectation (TVaR)

Policy TVaR

1

2

3

$ 44,073,367

$ 38,017,831

$ 28,156,054
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Our Policy Recommendation

Select Insurer 1

• Insurers 1 and 3 perform well when 
considering all of the Key Metrics

• Financial constraints at Montgomery

• Due to its lower premium, the net cost to 
Montgomery under Insurer 1 is lower in 99% 
of cases

19



Total Cost of Risk
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Percentile Insurer 1 Insurer 3

90th $69,389,270 $71,298,442

95th $72,373,904 $72,961,714

99th $78,599,690 $76,897,652

99.9th $87,855,057 $84,768,183



Revised Premium

• Per our CAT models, the aggregate limit on NWS is rarely reached

• Insurer 2 has no aggregate limit on NWS, but its higher earthquake 
coverage contributes heavily to its higher premiums vs. Insurer 1

• Therefore, we would suggest a revised premium of $52,700,000
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THANK YOU!

Q & A

Thank You!

Q & A
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