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Update on Claims Run-off Patterns - October 1990 

The attached tables update those in Section C of the report of 
the working party on Claims run-off patterns presented to the 
General Insurance Study Group in October 1989, by including data 
from the 1988 returns in their calculation. 

2. The methodology is as described in Section B of that report, 
to which reference should be made, except that minor changes to 
the text would be appropriate to accommodate the extra year of 
run-off. Data discrepancies were again present and were treated 
in similar fashion to last year. 

3. Note that run-off patterns for the fire risk group become 
highly unstable in the tail (they did so last year also, but to 
a lower degree), particularly for the company incurred (CI) 
method. This appears to be due to the negative payments combined 
with the positive outstandings. Clearly the CI method is often 
inappropriate under such circumstances. We intend before next 
year to consider how the CI method can be adapted to cope or 
whether to drop these tables and replace them with some 
indication of how company estimates imply a run-off pattern 
different from that derived from each of the other methods. 

4. The authors consider that with the worsening of inflation 
prospects by the end of 1988, an assumption of 10% for future 
inflation implicit in company estimates was more appropriate to 
this data than the 8% used previously. To facilitate comparisons 
with the previous results, figures on the inflation adjusted 
chain ladder (IACL) and average claim (AVC) methods have been 
calculated using the 8% assumption also. 

5. While updating the programs a few minor errors in those used 
for the last report have been discovered. The first author takes 
full responsibility as he undertook the final checking of the 
relevant programs last year. The patterns affected are: 
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AVC for employers liability and the five starred motor 
companies: there was an error in calculating the tail 
factors. Although some of the figures in the tail are 
rather different, those differences are less than those that 
could arise from adopting other reasonable approaches to the 
data and from the intrinsic uncertainty in the company's 
estimates used. 

BCL (basic chain ladder) for motor. The majority of 
companies are unaffected and the effect on the aggregate 
run-off pattern is slight. The companies affected are Avon, 
Britannic, Commercial Union, Cornhill, General Accident, 
Guardian Royal Exchange, National Farmers Union Mutual and 
Sun Alliance. 

IACL for non-comprehensive motor. The weighted mean terms 
were not quite correctly calculated. 

6. Revised tables corresponding to pages 15, 16, 21, 22, 23, 
24, 29, 30, 31, 32, 38, 39 (EL), 45 (EL), 48, 49, 50 in Section 
C last year are attached, 

7. We would invite comments or suggestions from any recipients 
of these tables. In particular we would be interested to learn 
of any use made of them or of the tables presented to GISG by the 
working party. 

8. Our thanks go to Carol Buchanan who updated the data and 
revised the programs. 

P H Hinton 
A J Macnair 
7 September 1990 
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RUN-OFF PATTERNS & MEAN TERMS
6. Fire 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
l8. EL 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. COMP 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 
40. 
41. 

IACL (10%) 

IACL (8%) 

BCL 

AV CLAIM (10%) 

AV CLAIM (8%) 

CO INC 

IACL (10%) 

IACL (8%) 

BCL 

AV CLAIM (10%) 

AV CLAIM (8%) 

CO INC 

IACL (10%) 

IACL (8%) 

BCL 

AV CLAIM (10%) 

AV CLAIM (8%) 

CO INC 

Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off pattenrs 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
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42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 
50. 
51. 
52. 
53. 

NON COMP IACL (10%) 

IACL (8%) 

BCL 

AV CLAIM (10%) 

AV CLAIM (8%) 

CO INC 

Run-off patterns 
Mean terms 
Run-off pattners 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 

In the tables above "Size" is the total of the claims payments 
included in the analyses, excluding payments relating to years 
of origin 1975-80 for the motor risk groups. 10% and 8% refer to 
the assumption for future inflation taken to be implicit in the 
company estimates for outstandings and used in preparing the 
patterns for the inflation adjusted chain ladder and average 
claim methods. 

SENSITIVITY ANALYSES 
54. Variation in Ult mean term 
55. 
56. 
57. 
58. 
59. 
60. 
61. 

IACL FIRE/EL 
COMP/NON-COMP 

BCL FIRE/EL 
COMP/NON-COMP 

AV CLAIM FIRE/EL 
COMP/NON-COMP 

CO INC FIRE/EL 
COMP/NON-COMP 

WEIGHTED MEAN TERMS 

62. FIRE 
63. EL 
64. COMP 
65. NON-COMP 
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APPENDIX 

REVISED SECTION C TABLES 

A15. EL 
A16. 
A21. COMP 
A22. 
A23. 
A24. 
A29. NON-COMP 
A30. 
A31. 
A32. 

RUN-OFF PATTERNS & MEAN TERMS 

AV CLAIM 

BCL 

AV CLAIM 

BCL 

AV CLAIM 

Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 
Run-off patterns 
Mean terms 

SENSITIVITY ANALYSES 

A38. Variation in Ult mean term BCL COMP/NON-COMP 

A39. AV CLAIM EL 

A45. Variation in assumed 
future inflation AV CLAIM EL 

WEIGHTED MEAN TERMS 

A48. EL 
A49. COMP 
A50. NON-COMP 
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