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Actuaries Examine Use of Catastrophe
Models

NEW ORLEANS, La. -
Terrain and land use, external
characteristics of structures,
am dedoctibJes ~ the nK)St
important elements to use in
catastrophe models for deter-
mining aA',u~iate rates. ac-
cCH'ding to JonadIaD Norton,
senior vice president of both
Guy Carpenter & Co. and
EQECA T. Inc.

Norton's remarks calM in
a session on "Cw-rent Cata-
strophic Models" at the 1995
CAS Seminar on Ratemaking
held here March 16-17. Above is an aerial view of Hurricane

"Catasb'Ophe modeling is Andrew swirling as it strikes Florida.
very mysterious and inbigu- A-*I ~ 01 --.l-.81li» ~

ing:. said Norton. "because
you have a limited amount of historical data. This increases the reliance on intuition and
judgment in detennining the inputs. outputs and through puts to be used in catastrophe
models:.

In spite of the uncertainty and random-
ness. models are getting much more sophisti-
cated in a number of areas including the use .
of geocoding or mapping of property loca-
tions, "and location is a very important ele-
ment. .. Norton added.

Examining other areas of catastrophe
modeling. Stephen P. Lowe, chief property
and casualty actuary for Tillinghasttrowers
Perrin. told seminar attendees that it is hard
to assign probabilities to earthquakes and tor-
nadoes. But he said that determining exposur-
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by Allan M. Kaufman
T ime is usually measured in seconds,

days, years, etc. This year I aJso
measure time in
words. There
are 2,400 "From
the President"
words in this
year, and only
1.800 remain. In
my first 600
words I de-
scribed my vi-
sion of some of
the areas in
which important -
CAS develop- CAS President
ments should Allan M. Kaufman
occur this year.
Now, let's pic-
ture the world of 2015. tWenty years
(48.(xx) wm'ds) fnxn now. With that pic-
ture in mind. we can better foresee
where the profession will be in the 21 st
cenb1ry .

To begin. we can expect that the pri-
mary and reinsurance industry continues
to exist. Since those insurers will have
creatively identified new ways to rnaJket
their services and to handle risks, and
since in the insurance environment the
actuary is the nab1ra1 "'risk analyst." the
changes in the industry will create in-
creased opportunities for actuaries.

From this perspective. research efforts
in the area of Dynamic FmanciaJ Analy-
sis will be imponant elements of
strengthening the profession.

Continued on page 14



NEW ORLEANS, La.-Inswance company rate filings
should be bodl credible and understandable in order fm-
state ~gulators to process diose filings in an effICient aOO
reasonable manner, a ~el of insurance depanment .:U1ar-
ies told people attending die 1995 CAS Seminar on Rate-
making held he~ March 16-17.

The panel, mlKie up of actuaries from Florida, Louisiana
and Soudl Carolina. was entitled "What Makes a GoOO
Rate Filing (and What Doesn't)."

John W. Sw8ber, Jr., property aOO casualty actuary fm-
the Florida Insurance Depart~t, said d1at rate filings
need to be understandable because die public bas a right to
see them and regulators do not have the time or the re-
sources to clarify what is being requested am why.

Swisher pointed out that. since less than half of the fil-
ings mOOe widl his department involve actUaries, the filing
com~ies should have so~e available who under-
stands die basics of the ruing in order to answer any ques-
tions. "While there are a lot of 'me too' filings from

What makes a good rate filing? Simons, Swisher, and
Piazza explained the elements of a "good" rate filing at
the 1995 CAS Seminar on Ratemaking.

CAS~~


