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While the physical damage loss ratio declined in
2007, the liability loss ratio climbed from 60.7%
to 64.2%.

While that was higher than the national
average for 2007 of 63.6%, the size of the in-
crease was consistent with the national trend.

Missouri’s personal auto profits beat the
national average only three times during the de-
cade that ended in 2007, ranking 36th in a state
with an average 5.7% profit margin for the pe-

riod, compared with 6.7% for the nation. Coinci-
dentally, Missouri ranked 36th in 2007, too, with
a 7.4% statewide profit margin, compared with a
national average of 8.1%.

Missouri’s commercial auto market is
also very competitive, and profit margins have
improved markedly in recent years along with
the commercial auto market overall, but they are
still nothing to brag about. Missouri’s average
annual commercial auto profit margin for the de-

Please see MISSOURI on Page 7

Missouri Commercial Auto Insurers
Groups Ranked by Total 2007 Direct Premiums Written ($000)

Mkt Loss Mkt Loss Mkt Loss

Group Name
ZURICH/FARMERS INS GRP $43,706 8.5% 129.8% $127,777 20.4% 30.2% $100,590 16.5% 53.7%
TRAVELERS GRP $36,240 7.0% 115.9% $35,583 5.7% 66.5% $37,667 6.2% 65.8%
OLD REPUBLIC GRP $27,872 5.4% 53.4% $28,508 4.6% 77.9% $28,533 4.7% 58.2%
LIBERTY MUT GRP $24,868 4.8% 37.6% $27,642 4.4% 55.0% $29,415 4.8% 55.5%
NATIONWIDE CORP GRP $24,506 4.8% 53.6% $25,545 4.1% 70.2% $23,843 3.9% 49.9%
WR BERKLEY CORP GRP $22,244 4.3% 67.4% $23,516 3.8% 62.3% $25,233 4.1% 57.7%
AMERICAN INTL GRP $19,394 3.8% 30.6% $16,541 2.6% 46.9% $18,022 3.0% 63.6%
PROGRESSIVE GRP $16,034 3.1% 57.8% $18,133 2.9% 44.2% $20,012 3.3% 48.0%
SENTRY INS GRP $15,265 3.0% 66.9% $16,085 2.6% 87.0% $16,740 2.7% 78.2%
STATE FARM GRP $14,951 2.9% 66.8% $31,793 5.1% 59.0% $31,100 5.1% 54.5%
AUTO OWNERS GRP $14,558 2.8% 66.8% $14,647 2.3% 60.5% $13,618 2.2% 50.0%
CINCINNATI FIN GRP $12,935 2.5% 56.6% $12,572 2.0% 50.8% $11,840 1.9% 36.1%
AMERICAN FAMILY INS GRP $11,135 2.2% 71.3% $11,142 1.8% 58.3% $10,748 1.8% 61.9%
HARTFORD FIRE & CAS GRP $10,664 2.1% 32.7% $9,930 1.6% 85.4% $10,618 1.7% 36.8%
IAT REINS CO GRP $9,816 1.9% 75.2% $12,917 2.1% 86.8% $13,239 2.2% 69.6%
UNITED FIRE & CAS GRP $9,123 1.8% 52.5% $8,897 1.4% 65.2% $8,875 1.5% 28.5%
AMERICAN FINANCIAL GRP $8,991 1.7% 6.9% $10,835 1.7% 62.5% $12,362 2.0% 32.0%
BERKSHIRE HATH/GEICO $8,503 1.7% 39.6% $11,753 1.9% 41.8% $14,154 2.3% 38.4%
ACE LTD GRP $8,454 1.6% 10.4% $7,020 1.1% 15.9% $6,700 1.1% 29.1%
QBE INS GRP $8,188 1.6% 46.2% $6,047 1.0% 50.4% $6,122 1.0% 68.8%
SAFECO INS GRP $7,986 1.6% 77.4% $8,976 1.4% 53.4% $9,839 1.6% 22.5%
CNA INS GRP $7,621 1.5% 9.9% $9,222 1.5% 44.3% $9,492 1.6% 92.7%
VANLINER INSURANCE $7,393 1.4% 56.9% $8,019 1.3% 37.7% $7,438 1.2% 36.3%
FEDERATED MUT GRP $7,363 1.4% 25.9% $8,184 1.3% 33.7% $8,969 1.5% 38.3%

Totals $514,132 59.0% $626,260 56.3% $610,655 51.1%

Data Source: National Association of Insurance Commissioners, by permission, and the Auto Insurance Report Database. The NAIC does not endorse
any analysis or calculation based upon the use of its data. *Loss Ratio is incurred losses as a percentage of direct premium earned. The ratio does not
include dividends or loss adjustment expense. Single year data can be skewed by reserve adjustments.
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cade ending in 2007 was 6.6%, compared with a
national average of 8.1%, and the state’s 11.8%
profit margin in 2007 ranked 43rd when the na-
tional average was 15%.

A competitive market makes it difficult
for insurers to raise prices to shore up profits,
even though the number of rate increases last
year indicates the soft market has begun to turn.
In Missouri, it’s easy for insurers to respond to
market conditions because of a use-and-file regu-
latory system.

It’s also a good place to introduce new
products. In early March, Progressive began
offering Missouri consumers its “MyRate” prod-
uct, the ninth state in its nationwide rollout. My-
Rate is Progressive’s pay-as-you-drive product
in which renewal rates are based on the facts of
a driver’s behavior recorded on a wireless device
plugged into their car.

There’s no reason to expect the regula-
tory environment to change, even with a Demo-
crat back in the governor’s office. Longtime state
Attorney General Jeremiah (Jay) Nixon won
the gubernatorial race in November. His prede-
cessor, Gov. Matt Blunt, was a brief Republican
blip in a string of Democratic governors. Nixon’s
choice for director of the Missouri Department
of Insurance, Financial Institutions and Pro-
fessional Registration was John Huff, a former
Swiss Re executive who was confirmed by the
state Senate in early March.

Huff, a Missouri native, joined Swiss Re
as a managing director and strategic claims offi-
cer in the United States in June 2006, and in July
2008 he was promoted to global head of key case
management and moved to the Swiss Re’s global
headquarters in Zurich. Before joining Swiss
Re, Mr. Huff was a global claims leader for GE
Insurance Solutions from 1998 to 2006. Huff
began his career as an associate, and later as a
partner, with Field, Gentry & Benjamin, P.C.,

an insurance practice in Kansas City, Mo.

In addition to his insurance pedigree,
Huff has some academic cred in the Show-Me
State. He got his bachelor’s in business adminis-
tration from Southeast Missouri State Univer-
sity, an MBA from St. Louis University and a
juris doctorate from the Washington University
School of Law.

Huff was confirmed as legislative com-
mittees started tackling insurance bills, includ-
ing efforts to punish uninsured motorists. One
bill would criminalize both the creation and the
use of fraudulent insurance identification cards.
Seems that there’s a cottage industry of insur-
ance card printers in Arkansas doing a big busi-
ness in southeast Missouri.

This bill, which faced little opposition,
was expected to be combined with bill that de-
nies noneconomic damages for certain uninsured
accident victims. Similar “no pay, no play” bills
have buckled under opposition from trial lawyers
in the past, and the same may happen again. In-
dustry optimists, however, suggest that at a time
when Republicans have significant majorities in
both house, and the problem of uninsured motor-
ists is growing because of a bad economy, the
idea might gain more traction than usual.

Of course, optimism is not the way of
Missourians. They want evidence. They don’t
call it the Show-Me State for nothing.

(For the record, note that Missouri won
the Big 12 Conference Tournament and is 3rd
seed in the Western conference in the NCAA
Tournament.)
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ber of journalists and Wall Street types contacted
us about our long-standing skepticism about the
potential for federal regulation of property and
casualty insurance. Given the perceived role
deregulation played in the banking crisis, didn’t
we think this event could sound a death knell for
state regulation of insurance?

We were surprised they bothered to ask.
If anything, the current crisis only points out
that federal regulation, which is how banks and
investment banks are regulated, did nothing to
protect the economy from this disaster.

In fact, the centralized nature of banking
and securities regulation /ed to this crisis. It was
a federal political desire to increase home own-
ership that caused everyone to lose their minds.
Federal semi-guarantees (via Fannie Mae and
Freddie Mac) greased the skids for the madness.
It isn’t hard to see this playing out disastrously in
homeowners insurance.

So while it makes sense, on paper at
least, that a federal regulator would be better
equipped to track catastrophe risk, global risk,
the stability of reinsurance backing, etc., we see
little evidence that it is true in practice. We refer
back to how well property insurers, in particular,
have fared in the face of their biggest risks — ca-
tastrophes. Those rubes at state insurance depart-
ments must be pretty lucky, we suppose, to have
escaped the embarrassment of major insurer
insolvencies. Or could it be that these allegedly
overmatched state regulators know what they’re
doing?

Not everyone agrees with our take on
federal regulation. Allstate’s CEO Tom Wilson
argued last week that federal regulation was crit-
ical to the future of the insurance industry. Wil-
son is smarter than we are, but just because you
have more intellectual firepower doesn’t mean
you’re right. The Wall Street crowd has proven
that. Federal regulation may not be a disaster
for insurers, but no one has convinced us that it
would be better.
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Why have several people warned us off
these arguments? Well, there is a very real pos-
sibility that insurers could find their finances
seriously impaired if the stock market falls an-
other 20%, an unlikely but real possibility. That’s
certainly true, but if that happens the rest of the
financial services industry will be in catastrophi-
cally worse shape, so we still think the relative
strength will be there. Another good point is that
property and casualty insurers have more lenient
“mark to market” accounting rules than some
other parts of the financial services industry, and
this masks some current challenges to capital
strength. If the market stays down, at some point
more losses will have to be realized. This one, to
be honest, worries us more than a bigger drop in
the market.

But even with these threats, and others,
we still feel confident that the core business of
the property and casualty industry is more robust
than the core businesses of the rest of financial
services. This is because of a better management
of risk, because of superior capital support, and
because of superior regulation. If we owned an
insurance operation, we’d be selling those ad-
vantages, and selling them hard.[zR]
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