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Appendix 2.2: Comparison of Error Structures 

Log-Normal Distribution: 
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Appendix 2.3: Impact of Feedback Loops: Source data subject to Winner’s Curse 
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Appendix 2.4: Impact of Greater/Less Market-Wide Certainty over Price 

Co-Efficient of Variation: 1% 
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Co-Efficient of Variation: 2% 

 



Winner’s Curse - Appendices 
 

 

Page 10 

Co-Efficient of Variation: 5% 
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Co-Efficient of Variation: 10% 
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Co-Efficient of Variation: 15% 
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Co-Efficient of Variation: 20% 
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Co-Efficient of Variation: 25% 
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Appendix 2.5: Subscription Market 
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Appendix 2.6: Impact of One Insurer having superior pricing models  
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Appendix 2.7: Impact of One Insurer having inferior pricing models  
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Appendix 2.8: Bid Shading 
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Appendix 2.9: Impact of Brand Value 
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Appendix 2.10: Impact of Poor Reputation 
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Appendix 2.11: Discounting Prices from a Superior Model: Single Insurer 
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Appendix 2.12: Discounting Prices from a Superior Model: Multiple Insurers 
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Appendix 2.13: Discounting Prices to Maintain Market Share: Single Insurer 

Models were built to represent situations where the numbers of competitors increases from any number between 2 and 9 and increase to any number 
up to 10. Of the 36 models that result, we’ve included only a selection in this appendix. 

INCREASING FROM 2 TO 3 INSURERS 
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INCREASING FROM 3 TO 4 INSURERS 
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INCREASING FROM 4 TO 5 INSURERS 
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INCREASING FROM 9 TO 10 INSURERS 
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INCREASING FROM 2 TO 6 INSURERS 
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INCREASING FROM 4 TO 8 INSURERS 
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INCREASING FROM 2 TO 10 INSURERS 
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Appendix 3: Broker Survey 

The Survey 

 

 

 

1. Which classes of business do you work with?
 

 

 

 

Motor 

 

Property (incl fire and other damage) 

 

Accident & Health 

 

Aviation 

 

Marine and transport 

 

Credit and suretyship 

 

Liability 

 

Energy 

 

Financial and professional lines 

 

Other 

 

 

If other, please specify: 
  

 

 

2. Which markets do you deal with? 
 

 

 

 

Lloyds & London Market 

 

Large commercial 

 

SME commercial 

 

Personal  Lines 

 

Specific Underwriting 

 

Other 
  

 

 

If other, please specify: 
  

 

 

3. What is your main area? 
 

 

 

 

Direct 

 

Reinsurance 

 

Retro 
  

 

 

4. Are you an international, national or regional broker?
 

 

 

 

International 

 

National 

 

Regional 
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5. Were you previously aware of the "winner's curse"?
 

 

 

 

Yes 

 

No 
  

 

 

6. Are you aware of the winner's curse in your market?
 

 

 

 

Yes 

 

No 
  

 

 

7. How often does business get placed with the cheapest provider?
 

 

 

 

Every time 

 

Sometimes 

 

Rarely 

 

Never 
  

 

 

 

8. On average, how many companies do you collect quotes from for a given risk? 
 

 

 

 
 

 

 

9. How many times can an insurer improve their quote?
 

 

 

 

1 

 

2 

 

3 or more 
  

 

 

 

10. Typically the most expensive quote is how much more than the cheapest quote in the first round?
 

 

 

 

More than 3 times as much 

 

Between 2 and 3 times as much 

 

Between 1.5 and 2 times as 
much 

 

Less than 1.5 times as much 
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11. Please rank the importance of the following factors when placing business: 
 

 

 

 

 
 Price 

 

 
 Relationships with providers 

 

 
 Coverage 

 

 
 Client preference 

 

 
 Providers' services 

 

 
 Brand strength 

  

 

 

Please suggest any other factors you think are important
  

 

12. Do you regularly use any of the following strategies to obtain the best possible price? 
 

 

 

Vertical pricing (splitting the risk into several layers of cover, each with different prices) 

 

Multiple stage pricing (insurers can improve their quotes each round) 

 

Long-term deals 

 

Adding more coverage exclusions 

 

Increasing deductibles and excesses 

 

Applying limits 

 

Other (please specify) 
  

 

If other, please specify: 
  

 

13. What arguments are insurers using to increase prices?
 

 

 

Best Terms (Insurers will only accept risks on the same terms as the highest quote taken from another provider) 

 

Differentiation 

 

Brand strength 

 

Package deals 

 

Long-term deals 

 

Changing limits 

 

Other (please specify) 
  

 

If other, please specify: 
  



Winner’s Curse - Appendices 
 

 

Page 61 

 

14. Do the strategies used vary according to the insurance market cycle?
 

 

 

Yes 

 

No 
  

    

 

If yes, how? 
  

 

15. How often do you rebroke for new cover?
 

 

 

Every year 

 

2 to 3 years 

 

3 to 5 years 
  

   

 

16. Do you rebroke more often in a soft or in a hard market?
 

 

 

Soft 

 

Hard 

 

No 
difference 
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Summary of Results 

Awareness of Winners Curse 
  Actual Number % 
Aware of Winners Curse 6 18.18%
Not Aware of Winners Curse 27 81.82%
Total 33 100.00%
      

Awareness of Winners Curse in Insurance Market 
  Actual Number % 
Aware of Winners Curse in Insurance Market 11 33.33%
Not Aware of Winners Curse in Insurance 
Market 22 66.67%
Total 33 100.00%
      

How often choose cheaper quote 
  Actual Number % 

Every time 11 33.33%
Sometimes 20 60.61%
Never 1 3.03%
Have not answered 1 3.03%
Total 33 100.00%
      

How many companies do you collect quotes from 
  Actual Number % 

0<..<=5 21 63.64%
5<...<=10 6 18.18%
10<...<=15 1 3.03%
15<...<=20 1 3.03%
>20 4 12.12%
Total 33 100.00%
      

How many times can the insurer improve the quote 
  Actual Number % 

1 18 54.55%
2 9 27.27%

>=3 4 12.12%
Have not answered 2 6.06%
Total 33 100.00%
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Typically the most expensive quote is how much more than the cheapest quote in the first 

round 
  Actual Number % 

Less than 1.5 times as much 8 24.24%
Between 1.5 and 2 times as much 18 54.55%
Between 2 and 3 times as much 3 9.09%
More than 3 times as much 3 9.09%
Have not answered 1 3.03%
Total 33 100.00%
      

Strategies used 
  Actual Number 

Vertical pricing (splitting the risk into several 
layers of cover, each with different prices) 19
Multiple stage pricing (insurers can improve 
their quotes each round) 6
Long-term deals 19
Adding more coverage exclusions 9
Increasing deductibles and excesses 24
Applying limits 15
Other (please specify) 2
* More than one strategy used by more than 
one broker 
      

Arguments used to increase rates 
Best Terms (Insurers will only accept risks on 
the same terms as the highest quote taken from 
another provider) 5
Differentiation 14
Brand strength 13
Package deals 4
Long-term deals 6
Changing limits 4   
Other (please specify) 8
* More than one arguments used by more than 
one broker 
      

How often do you rebroke for new cover? 
  Actual Number % 
Every year 14 42.42%
2 to 3 years 16 48.48%
3 to 5 years 1 3.03%
Have not answered 2 6.06%
Total 33 100.00%
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Do you rebroke more often in a soft or in a hard market? 
  Actual Number % 
Hard 9 27.27%
Soft 3 9.09%
No difference 20 60.61%
Have not answered 1 3.03%
Total 33 100.00%
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Appendix 4: Pricing: The Impact of Uncertainty 
The following pages contain a reproduction of Andrew Smith’s and Keith Chandler’s 1994 paper entitled 
“Pricing: The Impact of Uncertainty”. They are reproduced by kind permission of Andrew Smith as it is 
believed the paper is not readily available to the general public. Andrew’s latest update on this work is 
included in the main report under Chapter 7. 
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