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Auto Insurance 2017
The Property & Casualty Big Picture

· According to the Insurance Information Institute, the property/casualty (P/C) industry, which includes auto insurance, generated $31.8 billion in net profits for the first three quarters of 2016, compared to $44.1 billion for the same 2015 period.

· The data also shows that the industry entered 2017 in a strong financial position, as policyholders’ surplus, or net worth, was at an all-time total of $688.3 billion at the end of September 2016.

· A 5.7% increase in net written premiums during the first three quarters of 2016 (compared to a 5.5% increase for the same 2015 period) was a primary driver of P/C net profits and policyholders’ surplus.

Comparison of Latest Data for Private Passenger Automobile Insurance

	Metric
	2014
	2015

	Liability: net premiums written
	$112.35 B
	$116.30 B

	Annual percent change
	+4.6%
	+3.5%

	Collision/Comprehensive: net premiums written
	$71.10 B
	$76.48 B

	Annual percent change
	+5.4%
	+7.6%



Insurance Information Institute, March 2017

Factors and Faults

· As noted in the Auto Insurance 2016 Profiler, record-setting light vehicle sales continue to be a major factor in premium growth. As new cars replace older cars, new cars’ greater values and the addition of collision/comprehensive coverage increase rates.
· Another factor is the increase in distracted drivers, especially younger drivers using their cellphones to text. This has contributed to Massachusetts’ plan to increase rates 3% to 6% during 2017 and North Carolina, 13.8%, on average.
· A much more deadly consequence of increasing auto insurance premiums was the 6% increase in US motor-vehicle fatalities during 2016, or a total of 40,200, which was the first time the annual fatality total had exceeded 40,000 since 2007.
Auto Accidents Growth, by Type, Q1 2014–Q1 2016

	Accident Type
	Severity
	Frequency

	Bodily injury
	+7.0%
	+2.2%

	Property damage
	+11.5%
	+2.9%

	Personal injury protection
	+7.7%
	+10.2%

	Collision
	+8.2%
	+2.6%

	Comprehensive
	+8.3%
	+2.6%



Insurance Information Institute, October 2016

Independent Agencies’ Perspectives

· According to a Hanover Research’s October 2016 survey of independent P/C insurance agencies, 46% were very optimistic about the future success of their agency, compared to 29% in the 2015 survey and 51% in the 2014 survey.
· Of agencies surveyed, 36% said they are working aggressively to grow their business during the next 3 to 5 years, although those plans were much greater among larger agencies, at 69%, compared to 37% for medium and 24% for smaller agencies.
· Independent agencies report that their auto insurance personal line has increased 75% during the past 2 years, with larger agencies saying increased marketing efforts, at 58%, and effectiveness of marketing efforts, at 75%, have been primarily responsible.
Independent P/C Insurance Agencies’ Use of Technology Tools, 2016

	Tool
	Percent
	Tool
	Percent

	Agency Website
	68%
	Smartphone-accessible mobile Website
	42%

	Easy-to-use, robust agency workflow tools
	66%
	LinkedIn content
	35%

	An agency Facebook page
	66%
	Risk analytics tools
	33%

	Direct marketing/lead generation services/tools
	52%
	Agency blog
	25%

	Customer relationship management app
	45%
	Use of Twitter
	20%

	An agency LinkedIn page
	43%
	
	



Hanover Research, October 2016

The Unaffordability Dilemma

· A January 2017 report from the Federal Insurance Office (FIO) stated that 18.6 million Americans live in 845 US postal codes, where auto insurance is unaffordable. 

· New York (5.2 million), Florida (2.8 million), New Jersey (2.3 million), Michigan (1.7 million, Pennsylvania (1.1 million) and Texas (873,000) have the largest number of people who may not be able to afford auto insurance.
· A number of representatives of the auto insurance industry consider the FIO findings flawed, as some states, such as Florida, Michigan and New York, have regulatory and legal issues that affect insurance rates regardless of where consumers reside.
Top Five States with the Most Affected Persons (AP)*
	State
	AP Zip Codes
	% Population

	Hawaii
	81
	96.2%

	California
	893
	65.5%

	New Mexico
	228
	65.2%

	Washington, DC
	12
	64.4%

	Texas
	801
	55.6%



Federal Insurance Office, January 2017 *unaffordable auto insurance
The Evolving Industry

· A number of states, Michigan and Florida, specifically, are re-evaluating their no-fault insurance laws. With auto insurance premiums more than twice the national average in Michigan, eliminating no-fault coverage could reduce premiums by as much as 45%.
· IHS Automotive forecasts usage-based auto insurance will increase dramatically worldwide, from almost 12 million customers during 2015 to 142 million by 2023. A telematics device is plugged into the car to measure driving habits and use.
· The predictions are that self-driving technology will come to the trucking industry sooner than personal vehicles, with as many as 1.7 million heavy truck drivers unemployed during the next 10 years, which will significantly affect commercial auto insurance.
10 Most and Least States for Increases in Auto Insurance Premiums 

When Parents Add a Teen Driver to Their Policy, 2016

	Most Expensive States
	Average Percent
	Least Expensive States
	Average Percent

	New Hampshire
	+125.39%
	Hawaii
	+16.93%

	Arizona
	+109.36%
	New York
	+51.81%

	Rhode Island
	+119.19%
	North Carolina
	+56.87%

	Wyoming
	+105.77%
	Michigan
	+57.60%

	Ohio
	+100.17%
	South Dakota
	+59.32%

	Oregon
	+99.87%
	New Mexico
	+64.00%

	Maine
	+99.13%
	Montana
	+65.07%

	Connecticut
	+96.33%
	Massachusetts
	+66.47%

	Vermont
	+95.06%
	Arkansas
	+68.88%

	Tennessee
	+92.21%
	Maryland
	+70.77%



Insurance Journal (Quadrant Information Services), June 2016 
Additional Analysis

According to the latest (2016) AAA Your Driving Costs study, the cost to own and operate a light vehicle had declined to $8,558 (average sedan) thanks primarily to lower gasoline prices. This has resulted in more people driving more miles, which increased auto insurance, on average, $107 annually, or a 9.60% increase, to $1,222 per year.
AAA Your Driving Costs* Study Summary, April 2016

	Vehicle Type
	Annual Total Cost
	Annual Cost Per Mile

	Small sedan
	$6,579
	$0.4386

	Medium sedan
	$8,604
	$0.5736

	Large sedan
	$10,492
	$0.6994

	Sedan average
	$8,558
	$0.5705

	SUV (4WD)
	$10,255
	$0.6837

	Minivan
	$9,262
	$0.6175



AAA, April 2016 


*based on 15,000 miles

The J.D. Power 2016 US Auto Claims Satisfaction Study found that 64% of customers made their first call to their insurance agent to report a claim and their customer satisfaction index is 882 (on a 1,000-point scale) when the agent filed the claim. If customers are transferred to a call center, then the satisfaction index declined to 858 and if they were told to contact the call center directly, satisfaction declined further, to 824.
Highest-Rated Companies in J.D. Power Customer Satisfaction Study, 2016

	Company
	Score*
	Company
	Score*

	1: Erie Insurance 
	853
	13: Ameriprise
	828

	2: Liberty Mutual 
	853
	14: Safeco
	826

	3: The Hartford 
	850
	Industry average
	826

	4: American Family
	845
	15: Auto Club of Southern California 
	824

	5: Automobile Club Group
	840
	16: Farmers Insurance
	823

	6: State Farm
	839
	17: Nationwide 
	822

	7: Allied
	834
	18: Esurance
	820

	8: Travelers
	834
	19: GEICO
	813

	9: Amica Mutual
	833
	20: Progressive 
	813

	10: Mercury
	833
	21: Allstate
	811

	11: Auto Owners Insurance
	831
	22: 21st Century
	795

	12: CSAA Insurance Group
	831
	23: MetLife
	795


J.D. Power, April 2016







* on a 1,000-point scale
Sources: Insurance Information Institute Website, 3/17; Time/Money Website, 3/17; National Safety Council Website, 3/17; Vertafore Website, 3/17; Insurance Journal Website, 3/17; Fast Company Website, 3/17; AAA Website, 3/17; J.D. Power Website, 3/17.
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