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Growing Losses

Insured natural catastrophe losses (USD bn)
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Increasing Losses from Secondary Perils: Wildfires

Global insured losses from wildfires

In USD billion, at 2020 prices
2020
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2011-2015
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B B Insured losses from wildfires

Source: Swiss Re Institute
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Global Costliest Insured Wildland Fires
Utility-involved ignitions since 2017

2020
Labor Day

Rank Insured Losses Event Location

S11.8B 2018 Camp California
18,800 structures

S10.5B 2017 Tubbs California
5,600 structures

S5.0B 2018 Woolsey California

2017
Tubbs

2017

2021
Atlas

Marshall

2017 [ ™ -~
Thomas ) W e

2018 . s ;
Woolsey i }
RN ’I

1,600 structures

S3.6B 2017 Atlas California
700 structures

S2.78B 2017 Thomas California
1,000 structures

S2.78B 2021 Marshall Colorado
1,000 structures

(Above losses adjusted to 2022 dollars)

@ | $3-4B 2023 Maui Maui
i il
’ ﬁ:‘g@ - ' estimate 2,200 structures
L Yo "\ S1-2B 2020 Labor Day Oregon
0 , \ estimate 4,000 structures
W "
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What is Causing the Increased Losses
Seeing the full picture... it’s not just the weather

Verisk: The factors causing a doubling of average annual natural

catastrophe losses over the last decade are (in order of importance):

1. Arisein exposure values and replacement costs, represented both by
continued construction in high-hazard areas and by high levels of inflation
that are driving up repair and rebuild costs

2. The natural variability that comes from selecting any five-year sample of
natural catastrophe experience

3. The effects of climate change on different atmospheric perils

4. The impacts of man-made loss drivers, such as social inflation and legal and
regulatory factors

Copyright © 2023 by the American Property Casualty Insurance Association
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Increasing Homeowners Cost Inflation

Cost Inputs: Homeowners Insurance U.S. Replacement Cost of Structures
Producer Price Inputs, Cumulative Percent Change since COVID-19 Pandemic BEA Cusrment-Cost Net Stock of Private Fixed Assets ($T]
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Source: APCIA using U5 Buredw of Economic Analysis year-end estimates; Swiss Re 2022 estimate via sigma No 1/2003.

“Structures” inchade residential and non-residential stnactures,
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Elevated combined ratios in U.S. property lines

i.e. - for every dollar in premium collected, more than a dollar paid

Homeowners Commercial multi-peril
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v++ Prior 5-Year Avg 103.3 112.1 112.1 ++« Prior 5-Year Avg 106.7

Prior 6-10 Year Avg 91.2 109.5 Prior 6-10 Year Avg 100.2 109.8
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2013Y 2014Y 2015Y 2016Y 2017Y 2018Y 2019Y 2020Y 2021Y 2022Y 2023* 2013Y 2014Y 2015Y 2016Y 2017Y 2018Y 2019Y 2020Y 2021Y 2022Y 2023*

Source: APCIA using S&P Global (*S&P Year-End Projection, data compiled October 20, 2023)
Commercial multi-peril results include liability and non-liability lines of coverage.
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The Real Underlying “Insurability” Friction

Property insurance demand and costs are increasing; capital is decreasing

DEMAND vs SUPPLY CAPITAL PRESSURES:
* Property insurance cost inputs » Exposures are escalating
increasing (much faster than CPI and premiums)

* Rate suppression/delays - * Net underwriting losses
(1-2 year lag time for rate filings, approvals, * Unrealized investment losses

i and rolling into new policies) — * Lower reserve releases
. * Lack of profitability + volatility
mn

= Premiums don’t keep up w losses = Contraction of current capital

(i.e., ‘net underwriting losses’) . = Deters new investment capital
' (must pay higher cost for capital)

ni
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ringing the Loss Curve

own Through Mitigation

BUILDING FEATURES
v Ember resistant

vents

v 6-inch vertical

noncombustible
clearance at baseof
wall

( AR
«cﬁnAﬁm-modroof

T

DEFENSIBLE SPACE
Maintain home ignition zone
sg;-? ft)

intain timmed trees and re
moval of branches
endroat | T
Maintain underdeck
Maintain yard clear of debris
Replace combustible fencing
section attached to home

Enclose underdecks
No outbuildings near home

Persue

+PLUS

ADDITIONAL

MITICATION
Remove back-to-
back fencing
Eliminate
combustible siding
Enclose eaves
Enclose under bay
windows
Upgrade to a
wildfire resistant
deck
Upgrade windows
or add shutters

I

iy, NATIONAL INTERAGENCY FIRE CENTER FORECASTS
’ ’ above normal significant fire potential
A FOR WESTERN AND SOUTHWESTERN STATES IN 2022

EMBER RESISTANT CHECKUP

CREATE DEFENSIBLE SPACE Maintain defensible space around your
structure, including:

@ Removing dead vegetation

@® Trimming branches overhanging roof

©® Removing combustible materials (vegetative and structural) in the
0-5 FT home ignition zone

O Break the continuity of fuels around your home in both vertical and
horizontal directions

MAINTAIN ROOF & GUTTERS Routinely remove debris from the roof

and gutters, including around skylights. Debris (including leaves and pine
needles from nearby and overhanging trees) will accumulate on roofs and
in gutters and can be ignited by wind-blown embers.

SEAL GARAGE DOOR Openings, such as garage doors, can be an easy
entry point for wildfire embers. Weather seal the perimeter of garage doors
to reduce ember entry.

MAINTAIN DECKS Remove debris and vegetation from your deck. Do not
store wood on or underneath your deck. Move combustibles, like patio
umbrellas, furniture and grill supplies, inside when a fire threatens.

For low elevated decks(<4ft), install (vertical) 1/8-inch mesh screening
around the base.

PROTECT EAVES AND VENTS Use 1/8-inch (or smaller) mesh screening
over all vents.

REDUCE FENCE RISKS Burning fencing can generate embers and cause
direct flame contact to your home. Use noncombustible fences and gates.

Regularly remove debris at the base of the fence.

TALK WITH NEIGHBORS Wildfire preparedness is a community effort. Get
neighbors involved, as their risk is your risk.

Source: Insurance Institute for Business & Home Safety (IBHS)
‘ American Property Casua]tv mgg‘;’:ﬂ'}gﬁm\l
#—— Insurance Association INSTITUTE rockymounan R M 1 A

NFPA INSURANCE ASSOCIATION

> THE INSTITUTES
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Reduce Exposure and Future Losses

ON FIRE: The Report of the
Wildland Fire Mitigation and
Management Commission

Investing in Urgent New
Resilience Approaches

Dedicated & Holistic &
sustained funding comprehensive
structures

Modernized
Tools For
Decision-Making

Science, data
& technology

----------------’

Workforce

Supporting &
expanding

148 Recommendations

Unanimous consensus from nonpartisan commission.
Commission comprised of 50 members representing
diverse geographies and backgrounds.

s https://www.usda.gov/topics/disaster-resource-center/wildland-fire/commission

&

Collaboration

Overarching Piks=m-
Themes

&

Proactive Action

Planning, mitigating
& recovering with
resilience

Beneficial Fire

Fire-adapted ecosystems
& communities
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Thank You!

Karen Collins

Vice President

Property & Environmental
Karen.Collins@APCl.org
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APCIA Research and Thought Leadership

It’s Not Just the Weather

The man-made crises roiling property insurance markets

August 2022

’ American Property Casualty REINSURANCE
#— Insurance Association MHGOCL\TID\
= Ok AMERICA

EABIR

’ American Property Casualty
Insurance Association
=

Wildfire Risk in the Wild, Wild, West

A three-part series focused on identifying the challenges and opportunities
affecting consumers and property insurance markets in wildfire-exposed states.

Part| | November 2022

= American Property Casualty
I A iation"
%_— nsurance Association

Auto Insurance:
The Uncertain Road Ahead

June 2023

= American Property Casualty
_ Insurance Association

Examines factors beyond weather that are
increasing losses and resulting in market
instability, with emphasis on 3 states experiencing
the most market instability.

Press release:
https://www.apci.org/media/news-
releases/release/72898/

Highlights the top inflation trends, natural disaster
losses and financial impacts resulting in significant
pressure on property insurance markets that are
impacting insurers, reinsurers and consumers.

Press release:

https://www.apci.org/media/news-
releases/release/75202/

A 3-part white paper series that identifies the
challenges and opportunities affecting consumers
and property insurance markets specifically in
wildfire-exposed states.

Press release:
https://www.apci.org/media/news-
releases/release/73621/

Highlights the top inflation trends, riskier driving
behavior, and financial impacts resulting in
significant pressure on auto insurance markets
that are impacting insurers and consumers.
Press release:
https://www.apci.org/media/news-
releases/release/76883/
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