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AM Best is revising its outlook for the US personal auto insurance segment from Negative to

The outlook for the
US personal auto
segment moves

Stable. The key drivers of the outlook change are the following:

* Improved rate adequacy

* A more accommodating regulatory landscape

from Negative * Solid risk-adjusted capitalization and an improving capital base
. * Rising investment yields as lower-yielding bonds mature and are reinvested at higher rates

to Stable owing g Y weryieding ! &

to improved The change in outlook is further supported by improving segment results. The average direct

conditions and loss ratios of the top twenty personal auto writers improved through the first half of 2024

after peaking in 2022. These writers represented over 85% of direct personal auto premium
solid riSk-adeStEd in 2023. The improved loss ratio is due partly to an aggressive push toward rate adequacy,
ca pl talization which has offset the impact of elevated loss cost severity. Additionally, carriers have benefited

from more accommodating treatment of rate requests by regulators despite challenging macro-
economic conditions. While state regulators remain diligent in reviewing rate adjustments,
they have generally allowed carriers to accelerate the frequency and degree of rate filings. In
some jurisdictions, regulators have eased restrictions by allowing insurers to use more granular
information to determine appropriate rates for insureds.

In addition to the improved underwriting performance, the segment has generated consistent
surplus gains, driven primarily by a steady stream of net investment income and the strong equity
market. The capital generated has fortified the solid risk-adjusted capitalization of the segment,
enabling insurers to replenish capital lost in prior years.

The personal auto line further benefits from being a leader in leveraging current technology
across all operational areas, including claims, underwriting, and distribution. Most companies
have updated their legacy systems to remain competitive and their innovative efforts have led

to efficiencies and an enhanced customer experience. As the use of technology expands across
the segment and the broader insurance industry, companies will continue to look for ways

to meet higher customer expectations, particularly the ease of doing business. Technological
advancements have enabled insurers to match insurance risk and pricing more precisely through
the use of more comprehensive data on miles driven, driver behavior, and other variables. AM
Best expects this trend to accelerate as Machine Learning and Al further develop.

Analytical Contact: Headwinds for the segment include volatility in loss cost severity, driven by higher fatality rates,

RAL LG increased repair costs for newer vehicles, higher used car prices, supply chain and labor market

+1(908) 882-1907 icreased repatt cost ' s, highe prices, supply .

Daniel Mangano@ambest.com disruptions, and rising medical costs, in addition to the overall inflationary environment.
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Our market segment outlooks examine the impact of current trends on companies operating in particular segments of the insurance industry over the next 12 months. Typical factors we would consider include current and
forecast economic conditions; the regulatory environment and potential changes; emerging product developments; and competitive issues that could impact the success of these companies.

ABest’s Market Segment Outlook can be Positive, Negative, or Stable.

Best’s Market Segment Outlook

A Positive market segment outlook indicates that AM Best expects market trends to have a positive influence on companies operating in the market over the next 12 months. However, a Positive outlook

Positive for a particular market segment does not mean that the outlook for all the companies operating in that market segment will be Positive.

Neaative A Negative market segment outlook indicates that AM Best expects market trends to have a negative influence on companies operating in the market over the next 12 months. However, a Negative
g outlook for a particular market segment does not mean that the outlook for all the companies operating in that market segment will be Negative.

Stable A Stable market segment outlook indicates that AM Best expects market trends to have a neutral influence on companies operating in that market segment over the next 12 months.

We update our market segment outlooks annually but may revisit them at any time during the year if regulatory, financial, or market conditions warrant.
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Best’s Financial Strength Rating (FSR): an independent opinion of an
insurer’s financial strength and ability to meet its ongoing insurance policy
and contract obligations. An FSR is not assigned to specific insurance
policies or contracts.

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s
ability to meet its ongoing financial obligations and can be issued on either a
long- or short-term basis.

Best’s Issue Credit Rating (IR): an independent opinion of credit quality
assigned to issues that gauges the ability to meet the terms of the obligation
and can be issued on a long- or short-term basis (obligations with original
maturities generally less than one year).

Best’s National Scale Rating (NSR): a relative measure of credit-
worthiness in a specific local jurisdiction that is issued on a long-term basis
and derived exclusively by mapping the NSR from a corresponding global
ICR using a transition chart.

Rating Disclosure: Use and Limitations
A Best’s Credit Rating (BCR) is a forward-looking independent and objective
opinion regarding an insurer’s, issuer’s or financial obligation’s relative
creditworthiness. The opinion represents a comprehensive analysis consisting
of a quantitative and qualitative evaluation of balance sheet strength, operating
performance, business profile, and enterprise risk management or, where
appropriate, the specific nature and details of a security. Because a BCR is a
forward-looking opinion as of the date it is released, it cannot be considered as
a fact or guarantee of future credit quality and therefore cannot be described
as accurate or inaccurate. A BCR is a relative measure of risk that implies credit
quality and is assigned using a scale with a defined population of categories and
notches. Entities or obligations assigned the same BCR symbol developed using
the same scale, should not be viewed as completely identical in terms of credit
quality. Alternatively, they are alike in category (or notches within a category),
but given there is a prescribed progression of categories (and notches) used in
assigning the ratings of a much larger population of entities or obligations, the
categories (notches) cannot mirror the precise subtleties of risk that are inherent
within similarly rated entities or obligations. While a BCR reflects the opinion of
AM. Best Rating Services, Inc. (AM Best) of relative creditworthiness, it is not an
indicator or predictor of defined impairment or default probability with respect to
any specific insurer, issuer or financial obligation. A BCR is not investment advice,
nor should it be construed as a consulting or advisory service, as such; it is not
intended to be utilized as a recommendation to purchase, hold or terminate any
insurance policy, contract, security or any other financial obligation, nor does it
address the suitability of any particular policy or contract for a specific purpose or
purchaser. Users of a BCR should not rely on it in making any investment decision;
however, if used, the BCR must be considered as only one factor. Users must
make their own evaluation of each investment decision. A BCR opinion is provided
on an “as is” basis without any expressed or implied warranty. In addition, a BCR
may be changed, suspended or withdrawn at any time for any reason at the sole
discretion of AM Best.
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