WHAT'S CAUSING RISING INSURANCE RATES?
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Rising supply costs are exacerbated by construction
delays from unpredictable supply levels.!
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Building material cost increases

Building materials cost increase Feb. 2020-Feb. 20242
Nonresidential construction

input prices are 2.2 percent
higher than a year ago, but
have increased 42 percent
since February 2020.%
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Underinsurance

As many as 68 percent of
undervalued buildings are

Ready- Steel Gypsum  Brickand All inputs to .
mix building claytile  residential underinsured by 25 percent
concrete materials construction or more, and 19 percent are

underinsured by 100 percent.
Underinsurance means
claims are not fully covered by
policies, which leads to stricter
underwriting practices and
higher rates.5
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The outlook for Personal Auto business remains negative.
Inflation, supply chain uncertainties, and advances in
expensive auto technology mean higher claims costs.?

Reduced appetite for risk

Auto insurance rates continue to lag behind the
Consumer Price Index (CPI) costs of materials, labor,
medical care, and technology.

Consumer Price Index increases April 2020-April 2024*

Large losses often lead
carriers to withdraw from
high-risk markets or pull back
on how much risk they're
willing to cover. This leads to
an insurance “shortage,” and

CPI for auto L
parts supply and demand principles
come into play. 2024 is

CPI for auto expected to be more stable but

repairs accounts with large losses will

CPI for auto EE)  LAGGINGBY 7% likely see rates increase by 10

insurance ] LAGGING BY 18% to 20 percent in the remainder
10% 20% 30% 40% of 2024. Liability rates are also

expected to increase 5-10
percent for the remainder of
the year.t

Source: St. Louis Fed *Percentages rounded to the nearest whole number
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Trust in Tomorrows?
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