Why are my insurance

rates going up!

Other factors can affect insurance rates

Besides the P/C insurance cycle, other factors can affect rate increases. Some of these factors are:

1.
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Weather. In 2011, insured catastrophe losses in the U.S. totaled
$35.9 billion, according to the Insurance Information Institute.
Hurricanes and flooding along the East Coast, as well as tornadoes,
wind, and hail losses in the Southeast and Midwest were major
causes. By comparison, catastrophic losses averaged $23.8 billion
per year from 2000 to 2010.

While larger events like hurricanes are more widely covered in

the media, thunderstorms consistently produce large scale losses.
Thunderstorms alone account for a record $25.8 billion in losses in
2011. In fact, 2008-2011 are the most expensive years on record for
thunderstorm losses.

It’s not just weather-related losses in the U.S. that affect premiums.
Carastrophic losses that occur in other countries also affect
American insurers. Insurance is a world-wide pooling of risk so
when major losses occur in other countries, it affects the reinsurance
rates for American insurance company’s insurance.

The Japanese tsunami and earthquake, Chilean and New Zealand
quakes, Australian hailstorms, and Polish floods contributed to the
increased price of reinsurance in 2011.

The continuing recession. During a recession, home owners
may not be able to afford necessary maintenance on their homes,
so claims for leaky roofs, ice dams, or flooded basements are more
likely. People are also more likely to purchase older, more affordable
homes that can raise the average loss amount for claims. The
recession can also result in an increase in fraudulent claims for both
homes and vehicles. Municipalities and state governments may not
be able to fix roads and provide basic services. Deteriorating roads
and delayed or discontinued services can contribute to an increase
in auto claims, as well as the duration of business interruption

The property/casualty insurance cycle

Before we can begin to explain why your insurance rates may
be increasing, it helps to understand the property/casualty
(P/C) insurance cycle.

Like many other industries, the P/C insurance industry is
cyclical. It's characterized by periods of soft market conditions
where premiums are stable or falling and hard market
conditions in which rates increase and insurance becomes
harder to find.

It's easy to find and buy insurance during a soft market because
companies are reducing their rates in an attempt to increase
their market share. As rates decrease, however, so do profits.
This, in turn, depletes the capital needed to write new business,

A hard market, on the other hand, is characterized by less
intense competition in which underwriting standards are
tougher. Insurance availability is limited because insurers don’t
have the capital to take on more business. Consequently, rates

g0 up.
For the past seven years, the P/C industry has experienced

soft-market conditions. Now the cycle has started to turn
upward toward a hard market.

claims. And in difficult economic times, some people just don’t buy
insurance which can lead to an increase in the price of uninsured
and underinsured coverages.

The improving economy. Even though the recession
continues, there have been improvements in the economy. As
companies hire more people, their payrolls increase. Increases in
payroll increase the cost of insurance premiums.

Increased health care costs. Consumer Price Index data
shows healthcare costs have outpaced the overall inflation rate. This
affects many types of claims, particularly workers’ compensation
which is often the largest commercial line of business for P/C
companies. From 1999 to 2007, workers’ compensation medical
costs doubled. And they continue to rise due primarily to the
increase in healthcare costs.
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**Loss assessment still in progress



