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Consumer Advocate RfI CA-FA-03:  The trend analyses are based on separate regressions for 1 
frequency and severity and the selected trend rates are combined into a single loss cost trend rate.  Can 2 
FA provide a set of trend calculations that are based on loss cost data? 3 

FA Response to RfI CA-FA-03: 4 

Bodily Injury 5 

For bodily injury, the period structure selected for frequency and severity were the same, and in both 6 
cases, seasonality was not included as a parameter – the only difference in the data selection for 7 
frequency and severity was that a data point was excluded in the severity model fit (period 2011-H2) 8 
whereas there were no data exclusions for frequency.  As a result, the fitted loss cost trend for the “past” 9 
and future periods differs, depending on whether 2011-H2 is included (as per based on Frequency) or 10 
excluded (as per based on Severity).  Our selected trends from our frequency and severity models 11 
produce a 4.4% loss cost trend, whereas a loss cost model on the frequency data periods fits a 5.6% 12 
trend but a 4.2% trend where the severity data periods are used. 13 

Bodily Injury Loss Cost Model – Based on Frequency Structure and Data Periods 14 

 15 
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Bodily Injury Loss Cost Model – Based on Severity Structure and Data Periods 16 

 17 
Based on the statistics generated, the p-values suggest that the “trend” over the second period (i.e. 2004-18 
H2 to 2012-H2) is not statistically different from the “all years” trend.  The results of removing this 19 
parameter for each of the “data period” types is shown below, resulting in trends of 4.0% and 3.6% 20 
respectively. 21 
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Bodily Injury Loss Cost Model – Based on Frequency Structure and Data Periods, with parameters 22 
adjusted based on p-values 23 

 24 
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Bodily Injury Loss Cost Model – Based on Severity Structure and Data Periods, with parameters 25 
adjusted based on p-values 26 

 27 
Property Damage 28 

For property damage, the period structure selected for frequency and severity were the same, and in both 29 
cases, seasonality was included as a parameter – the only difference in the data selection for frequency 30 
and severity was that a data point was excluded in the frequency model fit (period 2004-H2) whereas 31 
there were no data exclusions for severity.  As a result, the fitted loss cost trend for the “past” and future 32 
periods differs, depending on whether 20-H2 is included (as per based on Frequency) or excluded (as 33 
per based on Severity), prior to adjusting to remove parameters based on their p-values.  Our selected 34 
trends from our frequency and severity models produce a 2.4% loss cost trend, whereas a loss cost 35 
model on the frequency data periods fits a 2.8% trend but a 3.2% trend where the severity data periods 36 
are used.  However, the p-values with these periods using loss cost data indicate that seasonality is not 37 
significant, that the trend 1, scalar 1, and all years trend are not significant, resulting in a 0.0% indicated 38 
trend over the entire period.  All four associated views are presented on the pages that follow. 39 
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Property Damage Loss Cost Model – Based on Frequency Structure and Data Periods 40 

 41 
Property Damage Loss Cost Model – Based on Severity Structure and Data Periods 42 

 43 
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Property Damage Loss Cost Model – Based on Frequency Structure and Data Periods, with 44 
parameters adjusted based on p-values 45 

 46 
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Property Damage Loss Cost Model – Based on Severity Structure and Data Periods, with 47 
parameters adjusted based on p-values 48 

 49 
Accident Benefits 50 

For accident benefits, the period structure selected for frequency and severity were the same, and in both 51 
cases, seasonality was not as a parameter.  There were no data exclusions.  The fitted loss cost trend 52 
using these periods is the same 7.6% as determined via fitting frequency and severity separately.  The 53 
loss cost fit results are shown on the next page. 54 
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Accident Benefits Loss Cost Model – Based on Original Selected Structure and Data Periods 55 

 56 
Uninsured Automobile 57 

For uninsured automobile, the frequency and severity model structure was taken from the Accident 58 
Benefits structure.  We have assumed that the loss cost fit is not necessary. 59 

Collision 60 

For collision, the period structure selected for frequency and severity were the same, and in both cases, 61 
seasonality was not as a parameter.  There were no data exclusions.  The fitted loss cost trend using the 62 
“past” and “future” periods are the same 0.1% as determined via fitting frequency and severity 63 
separately.  The loss cost fit results are shown on the next page.  However, the p-values fall out of our 64 
general range and adjusting parameter selections based on this result in a trend of 2.4%.  The results are 65 
shown on the pages that follow. 66 
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Collision Loss Cost Model – Based on Original Selected Structure and Data Periods 67 

 68 
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Collision Loss Cost Model – Based on Original Selected Structure and Data Periods, with 69 
parameters adjusted based on p-values 70 

 71 
Comprehensive 72 

For comprehensive, the period structure selected for frequency and severity were the same, and in both 73 
cases, seasonality was not as a parameter.  In both cases, 1993-H1 to 1994-H1 inclusive were excluded.  74 
The fitted loss cost trend using the “past” and “future” periods are the same 5.1% as determined via 75 
fitting frequency and severity separately.  The loss cost fit results are shown on the next page.  However, 76 
the p-values fall out of our general range and adjusting parameter selections based on this result in a 77 
trend of 2.4%.  The results are shown on the pages that follow. 78 
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Comprehensive Loss Cost Model – Based on Original Selected Structure and Data Periods 79 

 80 
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Comprehensive Loss Cost Model – Based on Original Selected Structure and Data Periods, with 81 
parameters adjusted based on p-values 82 

 83 
Specified Perils 84 

For specified perils, the frequency and severity model structure was taken from the Comprehensive 85 
structure.  We have assumed that the loss cost fit is not necessary. 86 

All Perils 87 

For all perils, the period structure selected for frequency and severity were the same, and in both cases, 88 
seasonality was not as a parameter.  There were no data exclusions.  The fitted loss cost trend using the 89 
“past” and “future” periods are the same 1.8% as determined via fitting frequency and severity 90 
separately.  The loss cost fit results are shown on the next page.  However, the p-values fall out of our 91 
general range and adjusting parameter selections based on this result in a trend of 0.0%, and seasonality 92 
became significant.  The results are shown on the pages that follow. 93 

 

file:  fa response to ca requests for info 2014 
08 28 (final)  printed: 9/22/2014 4:04 PM 

 



 

CA-FA-03 
Page 13 

 

All Perils Loss Cost Model – Based on Original Selected Structure and Data Periods 94 

 95 
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All Perils Loss Cost Model – Based on Original Selected Structure and Data Periods, with 96 
parameters adjusted based on p-values 97 

 98 
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