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Group Name

Homeowners Multiperil Insurers
Groups Ranked by Total 2008 Direct Premiums Written ($000)

2008
Premiums

 Mkt
share
2008

Loss
Ratio*
2008

Minnesota

2006
Premiums

 Mkt
share
2006

Loss
Ratio*
2006

2007
Premiums

 Mkt
share
2007

Loss
Ratio*
2007 Total DPW08 Total DPW07 Total DPW06 Total LR08 Total LR07 Total LR06 State

State Farm 24.7$316,490 182.8 23.2$272,164 86.523.8$289,451 134.0 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
American Family 14.5$184,905 148.9 15.2$178,888 106.515.0$181,831 185.9 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Zurich/Farmers 11.5$147,403 152.3 11.6$135,853 87.711.4$138,952 102.3 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Allstate 6.1$77,804 170.8 6.2$72,543 74.66.1$74,528 111.7 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Auto-Owners Insurance Co. 4.8$62,071 138.1 4.8$56,493 58.64.9$59,104 130.1 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
MetLife Inc. 3.3$41,736 131.6 3.6$41,666 62.23.5$42,254 106.3 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Liberty Mutual 3.0$38,642 178.7 3.0$35,700 109.23.1$37,381 131.9 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Nationwide Mutual 2.5$31,916 133.7 2.8$32,855 74.92.7$32,402 98.5 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Western National Insurance Grp 2.5$31,742 129.0 3.2$37,497 86.42.7$33,288 112.9 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
USAA 2.2$28,078 154.7 2.2$25,484 72.02.2$26,334 101.3 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Travelers Cos 2.0$25,961 140.6 1.3$15,780 49.21.6$19,364 81.8 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
North Star Mutual Insurance Co 2.0$25,117 74.7 2.3$26,807 46.12.1$25,181 77.4 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
COUNTRY Financial 1.8$22,705 112.8 1.9$22,578 73.61.9$22,457 131.1 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Chubb Corp. 1.8$22,572 85.3 2.0$23,024 52.42.0$23,921 64.2 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Auto Club Insurance Assoc Grp 1.6$20,239 256.8 1.0$11,367 94.01.4$16,367 168.2 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
State Automobile Mutl Ins Co. 1.3$16,101 143.0 1.3$15,611 99.31.3$15,448 118.8 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Austin Mutual Insurance Co. 1.3$16,077 125.7 1.3$14,900 66.01.3$15,521 105.6 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Hartford Financial Services 1.2$15,666 147.0 1.2$14,337 70.91.3$15,179 98.7 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Horace Mann Educators Corp. 1.0$12,463 162.7 1.0$11,152 90.91.0$11,935 122.0 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
American National Insurance 0.8$9,815 133.3 0.9$10,149 57.50.8$10,047 112.6 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Farm Bureau Mutual Ins Co. 0.8$9,792 118.6 0.9$9,957 73.10.8$10,157 87.0 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Unitrin Inc. 0.6$8,230 226.1 0.6$7,337 133.70.6$7,721 155.8 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Homesite Group Inc. 0.6$7,794 125.5 0.5$5,356 82.60.5$5,966 108.3 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Westfield Group 0.6$7,389 162.6 0.5$6,096 97.10.6$6,945 130.7 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
QBE Insurance Group Ltd. 0.6$7,261 189.9 0.6$6,975 83.20.6$7,337 171.9 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
West Bend Mutual Insurance Co. 0.6$7,208 162.2 0.5$5,852 66.60.5$6,081 117.6 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Allianz SE 0.5$6,341 282.4 0.5$5,525 39.50.5$6,206 88.3 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
SECURA Insurance A Mutual Co. 0.5$6,340 143.0 0.6$6,732 63.20.6$6,646 104.2 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Grange Mutual Casualty Co. 0.5$6,090 165.8 0.4$5,080 90.30.5$6,114 172.1 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
RAM Mutual Insurance Co. 0.5$5,797 75.1 0.5$6,195 53.40.5$6,060 127.5 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Ameriprise Financial 0.4$5,296 253.2 0.4$4,855 167.70.4$5,090 176.7 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Cincinnati Financial Corp. 0.4$5,241 142.6 0.5$5,692 96.90.4$5,397 170.9 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Harleysville Mutual Ins Co. 0.4$5,182 277.2 0.4$4,169 118.70.4$4,755 112.8 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Midwest Family Mutual Ins Co. 0.3$4,312 160.8 0.4$4,248 69.60.4$4,386 133.1 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Amica Mutual Insurance Co. 0.3$4,288 212.6 0.4$4,062 179.00.3$4,145 99.0 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Employers Mutual Casualty Co. 0.3$3,288 194.3 0.3$3,107 116.50.3$3,167 127.0 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
GNW Acquisition Corp. 0.3$3,154 266.4 0.2$2,743 26.40.2$2,951 109.3 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
American International Group 0.2$2,920 60.8 0.2$2,371 10.60.2$2,800 10.1 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
ACUITY A Mutual Insurance Co. 0.2$2,867 110.0 0.2$2,461 72.70.2$2,639 85.2 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Progressive Corp. 0.2$2,677 102.5 0.2$2,692 31.40.2$2,713 68.5 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Badger Mutual Insurance Co. 0.2$2,469 66.6 0.3$2,987 59.40.2$2,684 114.1 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %
Spring Valley Mutual Ins Co. 0.2$2,172 87.3 0.2$1,982 109.50.2$2,085 124.0 $1,279,273 $1,216,578 $1,175,252 157.29 127.91 83.74 Minnesota% % %% % %

Data Source: SNL Financial, by permission, and the Property Insurance Report Database.
*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.

Statewide Totals $1,279,273 157.3 $1,175,252 83.7$1,216,578 127.9 %%%
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loss ratio for homeowners insurance hit 157.3%, 
up from 123.9% in 2007 and 83.6% from 2006.

While it’s true that the two good years during 
that decade were very good – with profit margins 
of 26% in 2003 and 28.1% in 2004 – any feeling 
that this would be enough to save Minnesota was 
fleeting.

Events such as a series of twisters in late 
May 2008 that moved though the upper Mid-
west have become a regular fixture. In one day, 
a storm that rained hail the size of baseballs in 
the northern suburbs of Twin Cities spurred three 
confirmed tornado touchdowns. The first tornado 
tore through the city’s suburb of Coon Rapids, 
felling trees onto houses and downing power 
lines. Scores of homes were demolished, and 
hundreds of others were damaged. The total tally 
for 2008 catastrophe losses in Minnesota was 
$1.6 billion.

Though Minnesotans are fond of claiming 

that they and their houses are built to handle the 
tough weather, many experts beg to differ – at 
least about the houses. Though pipes are well 
insulated, many homes are not built with today’s 
high winds in mind. In a state where garages are 
often wisely built as part of the home (the better 
to plug in the electric blanket that keeps the en-
gine oil from freezing in cars overnight), garage 
doors often provide the pathway for winds to 
rush into the house, blowing out windows, lifting 
roofs and otherwise creating havoc. Some insur-
ers, schooled in the terror of hurricane winds, 
scoff at the Midwestern variety. That is, until 
they see winds of plains pick up cows that weigh 
as much as a sedan and carry them away.

As you would expect, homeowners premi-
ums have increased in Minnesota. From 2000 to 
2007, they rose 90.5%, the third-fastest in the na-
tion, right behind Florida and Louisiana. Given 
Minnesota’s results, this is how things should 

Property Insurance Profit Margins
10 Year Summary, % of Direct Premiums Earned, With National Averages

Minnesota

Line of Business
State Homeowner

Natʼl Homeowner

State Fire
Natʼl Fire

State Comm MP

Natʼl Comm MP

Sources: National Association of Insurance Commissioners; Property Insurance Report. Note: Calculations by
Property Insurance Report using NAIC data. Calculations are estimates, some based on national averages.
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be. But looking at the continued losses, the big 
increases are still not enough. Though 2009 was 
better, the trend is clear enough: Minnesota is 
a high-risk catastrophe zone and insurers need 
more rate to pay claims. 

Given the rapid and significant rate increas-
es, it is hard to criticize insurers for failing to 
match price to risk. This does not appear to be 
a market where insurers are losing money be-
cause they’re not paying attention. Rather, they 
are losing money because they can’t react to the 
losses quickly enough. At least the political and 
regulatory environment is balanced enough to 
understand the need for rate increases. While in-
surers are hardly in a position where they can do 
whatever they want, there have been few politi-
cal or regulatory barriers to the attempts to find 
the right price given the belated recognition that 
Minnesota is a catastrophe-prone state.

Minnesota’s low ranking on our HURT In-
dex provides a significant reason for the lack of 
political pushback. By looking at average hom-
eowners insurance premium relative to income, 
we establish a ratio that considers how hard it is 
for consumers to pay their insurance bills. Min-
nesota’s index is well below the national aver-
age and lower than 30 other states. Even with 
the recent increases, the 2007 average premium 
of $800 was lower than the national average of 
$822. Since the state is blessed with the nation’s 
ninth-highest median family income, the cost of 
homeowners insurance is not a pressing issue. 

That is all the more reason for insurers to 
continue along the path toward pricing that more 
accurately matches the state’s catastrophe risk. 
Of course, that will be a challenge in today’s 
economy. 

Insurers are also suffering from the impact of 
the recession. Although foreclosures in Minne-
sota more than quadrupled to 26,300 since 2005, 
according to HouseLink, the issue seems to be 

Group Name

2008
Premiums

(000)

 Mkt
share
2008

Commercial Multi-Peril 
Insurers, Non-Liability

Groups Ranked by 2008 Premiums Written

Minnesota

American Family Mutual Ins Co. 10.2$36,675 %
State Farm Mutl Automobile Ins 7.3$26,350 %
Travelers Cos 6.5$23,193 %
Auto-Owners Insurance Co. 6.1$21,988 %
Liberty Mutual Holding Co. 5.6$20,018 %
Chubb Corp. 5.0$17,827 %
Hartford Financial Services 4.6$16,400 %
Zurich Financial Services AG 4.3$15,472 %
Cincinnati Financial Corp. 4.1$14,848 %
W.R. Berkley Corp. 3.7$13,215 %
Nationwide Mutual Group 3.5$12,463 %
Tokio Marine Group 3.2$11,358 %
QBE Insurance Group Ltd. 3.0$10,646 %
Allianz SE 2.4$8,650 %
CNA Financial Corp. 2.3$8,143 %
Church Mutual Insurance Co. 1.8$6,548 %
Midwest Family Mutual Ins Co. 1.6$5,837 %
SECURA Insurance A Mutual Co. 1.5$5,492 %
GuideOne Insurance 1.5$5,250 %
Grinnell Mutual Reinsurance Co 1.4$5,036 %
ACE Ltd. 1.3$4,564 %
Westfield Group 1.2$4,467 %
State Automobile Mutl Ins Co. 1.1$3,901 %
Hanover Insurance Group Inc. 1.1$3,873 %
ACUITY A Mutual Insurance Co. 0.9$3,309 %
Allstate Corporation 0.8$3,017 %
White Mountains Insurance 0.8$2,835 %
Grange Mutual Casualty Co. 0.7$2,563 %
Harleysville Mutual Ins Co. 0.7$2,537 %
Farm Bureau Mutual Ins Co. 0.6$2,304 %
North Star Mutual Insurance Co 0.6$2,170 %
American International Group 0.6$2,132 %
Federated Mutual Insurance Co. 0.6$2,073 %
IL Cas Co. (A Mutual Ins Co.) 0.5$1,918 %

Data Source: SNL Financial, by permission, and the 
Property Insurance Report database.

Statewide Totals $359,452
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subsiding, with foreclose-related filings hitting 
their peak in the third quarter of 2009, according 
to the Minnespolis Star Tribune.

Still, match empty houses with cold winters – 
the winter of 2008 was one of the five coldest on 
record – and you have nasty water losses from 
burst pipes in unheated homes. Days could pass 
before a neighbor might happen to spot water 
running down a driveway and inform authorities 
of the problem. These types of delays have typi-
cally multiplied the cost of the original damage. 

It’s a good thing that home insurers face few 
significant challenges to their business practices, 
although opposition to the use of credit scores 
does crop up. Politically things are peachy, as 
everyone is happy enough with the Democrats 
controlling the state House and Senate. (Except, 
of course, for the Minnesota Republican Party, 
which struggles against Minnesota’s long pro-
gressive political history.) 

Last year, Sen. Mary A. Olson introduced 
a bill that would prohibit insurers from using 

Group Name

2008
Premiums

(000)

 Mkt
share
2008

Fire Insurance Groups
Groups Ranked by 2008 Premiums Written

Minnesota

Assurant Inc. 10.8$15,750 %
American International Group 8.6$12,625 %
Travelers Cos 8.5$12,421 %
Auto-Owners Insurance Co. 7.0$10,289 %
FM Global 5.7$8,351 %
Liberty Mutual Holding Co. 4.0$5,824 %
Zurich Financial Services AG 3.9$5,721 %
North Star Mutual Insurance Co 3.6$5,276 %
Fairmont Farmers Mutl Ins Co. 3.1$4,558 %
Western National Insurance Grp 2.9$4,220 %
XL Capital Ltd 2.8$4,024 %
W.R. Berkley Corp. 2.6$3,810 %
West Bend Mutual Insurance Co. 2.3$3,376 %
Allianz SE 2.0$2,924 %
Federated Mutual Insurance Co. 1.6$2,354 %
United Fire & Casualty Co. 1.6$2,353 %
Munich-American Holding Corp. 1.5$2,257 %
Hay Creek Mutual Insurance Co. 1.4$2,037 %
Employers Mutual Casualty Co. 1.4$2,027 %
State Automobile Mutl Ins Co. 1.3$1,954 %
Bank of America Corp. 1.2$1,732 %
ACE Ltd. 1.1$1,559 %
Mound Prairie Mutual Ins Co. 1.0$1,495 %
Cincinnati Financial Corp. 1.0$1,402 %
Bloomfield Mutual Insurance Co 0.9$1,312 %
ACUITY A Mutual Insurance Co. 0.9$1,285 %
PA Lumbermens Mutual Ins Co. 0.9$1,257 %
Fairfax Financial Holdings Ltd 0.8$1,216 %
Sentry Insurance a Mutual Co. 0.8$1,180 %
Alleghany Corp. 0.8$1,132 %
Vasa-Spring Garden Mutl Ins Co 0.7$1,088 %
Heartland Mutual Insurance Co. 0.7$1,053 %
Swiss Reinsurance Co. Ltd 0.7$1,042 %
Berkshire Hathaway Inc. 0.7$1,009 %
White Mountains Insurance 0.7$960 %
United Svcs Automobile Assn. 0.6$905 %
QBE Insurance Group Ltd. 0.6$854 %

Data Source: SNL Financial, by permission, and the 
Property Insurance Report database.

Statewide Totals $146,300

MINNESOTA
2007 Insured Home Values

Home		   		  National
Value	           Minnesota	 Average
<$50K	  	   0.6%		    0.3%
$50-75K	   1.8%		    1.6%
$75-100K	   4.2%		    5.3%
$100-125K	   7.6%		    9.6%
$125-150K	 10.7%		  12.0%
$150-175K	 13.1%		  12.2%
$175-200K	 12.8%		  10.8%
$200-300K	 29.6%		  27.2%
$300-400K	 10.8%		  11.5%
$400-500K	   4.3%		    4.7%
>$500K	   4.3%		    4.8%
Total exposures    933,045             50,010,806
Source: NAIC, Property Insurance Report
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Focus: MINNESOTA
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credit information, including a credit score, to set 
rates or to reject, cancel or not renew an automo-
bile or homeowners’ insurance policy or a health 
plan’s accident and sickness policy. 

Olson’s concern comes despite the fact that 
Minnesotans have among the highest credit 
scores in the nation. Insurers opposing the ban 
say it would have increased premiums for some 
80% of Minnesota insureds. 

In Minnesota, as in states across the coun-
try, opponents of the use of credit scores have 
warned that the precarious nature of consumer 
credit today could lead to lower credit scores and 
thus higher insurance prices. 

Insurers were gratified with the Minnesota 
Department of Insurance seemed to endorse a 
recent study and survey on credit scoring by St. 
Ambrose University in Iowa. The study, com-
missioned by the Iowa Department of Insur-
ance, discussed both public perception of credit 
scores and the validity of those perceptions. The 
study found that the public believed the use of 
credit factors for insurance underwriting was 
unfair because it was not predictive of loss. The 
study found that this perception of the accuracy 
of credit factors was incorrect. Thus, it was un-
wise to make public policy based upon erroneous 
beliefs. Instead, the study urged wider public 
education in the issue so that the public could es-
tablish a more fully informed opinion. 

The final statement in the study was also wel-
comed by insurers: “There is no evidence within 
this study to suggest that the minority population 
of Iowa is disproportionately subjected to ad-
verse actions based on the use of credit scores.”

Insurers’ messages convinced members of 
the Senate Commerce and Consumer Protec-
tion Committee, which has jurisdiction over in-
surance matters, to reject the proposal. But as the 
5-4 vote indicates, the issue is unlikely to be put 
to rest for good. This is partly because Demo-

Group Name

2008
Premiums

(000)

 Mkt
share
2008

Allied Insurance Groups
Groups Ranked by 2008 Premiums Written

Minnesota

North Star Mutual Insurance Co 18.0$38,691 %
Grinnell Mutual Reinsurance Co 8.5$18,305 %
Allianz SE 7.2$15,462 %
Farmers Mutl Hail Ins Co. 6.0$12,847 %
FM Global 5.6$12,142 %
Zurich Financial Services AG 4.6$9,849 %
Travelers Cos 3.3$7,024 %
NAU Country Insurance Co. 3.0$6,354 %
American International Group 2.7$5,834 %
CNA Financial Corp. 2.4$5,148 %
ACE Ltd. 2.4$5,145 %
XL Capital Ltd 2.0$4,382 %
Fairmont Farmers Mutl Ins Co. 2.0$4,345 %
Assurant Inc. 2.0$4,261 %
Liberty Mutual Holding Co. 1.9$4,071 %
Western National Insurance Grp 1.8$3,888 %
Westfield Group 1.7$3,547 %
Federated Mutual Insurance Co. 1.6$3,408 %
American Financial Group Inc. 1.4$3,091 %
West Bend Mutual Insurance Co. 1.3$2,781 %
Employers Mutual Casualty Co. 1.2$2,502 %
Spring Valley Mutual Ins Co. 1.1$2,431 %
Producers AG Ins Group Inc. 1.0$2,163 %
United Fire & Casualty Co. 0.9$1,987 %
State Automobile Mutl Ins Co. 0.8$1,791 %
Hay Creek Mutual Insurance Co. 0.7$1,558 %
W.R. Berkley Corp. 0.7$1,553 %
Nodak Mutual Insurance Co. 0.7$1,399 %
GuideOne Insurance 0.6$1,306 %
ACUITY A Mutual Insurance Co. 0.6$1,306 %
Cincinnati Financial Corp. 0.6$1,233 %
CUNA Mutual Insurance Society 0.6$1,221 %
Endurance Specialty Holdings 0.5$1,173 %
Heartland Mutual Insurance Co. 0.5$1,149 %
Munich-American Holding Corp. 0.5$1,115 %
Farm Bureau Mutual Ins Co. 0.5$1,048 %
RenaissanceRe Holdings Ltd. 0.5$1,039 %

Data Source: SNL Financial, by permission, and the 
Property Insurance Report database.

Statewide Totals $215,229

Please see MINNESOTA on Page 9
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crats, known as Democratic-Farmer-Labor Party 
in Minnesota, now have a wide majority in both 
legislative chambers, which will continue until 
the next election. Minnesota has a long Social 
Democratic tradition dating back to when the 
first Germans and Scandinavians settled in the 
area. Regardless of which party rules the legisla-
tive roost, the inherently progressive bend of the 
voters is likely to keep questions about credit-
based insurance scoring alive.

For now, insurers can breathe a small sigh 
of relief. Minnesota legislative protocol takes a 
dark view of lawmakers who try to find another 
home for a measure once it is defeated in com-
mittee. Defeated in committee, a measure is 
considered dead, at least until the next session of 
the Legislature. We don’t expect credit scoring 
challengers to slip into another piece of legisla-
tion this year.

By the time such legislation might arise 
again, there could be strong data debunking the 
notion that economic problems will have an 
undue impact on insurance premiums because 
of falling credit scores. At the 2009 Auto Insur-
ance Report National Conference, TransUnion 
showed how insurance scores were not trending 
with credit scores during the early stages of the 
economic downturn (AIR 5/18/09). At the next 
conference, April 25-27, TransUnion will revisit 
this subject with a great deal more data in hand.

Opponents of the ban on the use of credit 
factors for insurance have argued that while 
people might be having trouble paying their 
bills, economic fears have caused people to re-
duce risky behavior, adopting a more fiscally 
responsible lifestyle with lower debt levels and 
fewer or less expensive purchases weighing 
down credit card accounts. Similar to the Great 
Depression, when personal budgetary constraint 
was in vogue, this shift could continue even after 
the economy rebounds. 

Focus: MINNESOTA
Continued From Page 8

GRAPEVINE
Continued From Page 1

claims. Here we consider the folly of tying con-
tents values to structure values. Let’s consider 
a 2,000-square-foot house in Santa Monica, 
California, that would cost $1.36 million to re-
build. Contents coverage, typically set at 50% of 
replacement cost, would be $680,000. Now take 
a 4,000-square-foot house in Columbus, Ohio, 
with replacement value of $400,000. Contents 
would valued at $200,000. 

“On average, do you believe that the house 
in Santa Monica has three times the Coverage 
C exposure that the house in Columbus does?” 
McNeill asks. “In half the square footage?”

Remember, the oil paintings, Persian rugs, 
silver tea service, etc. in the Santa Monica house 
are scheduled, not part of Coverage C. Would 
you really expect to find, on average, three times 
the value of blenders, clothing and the like in 
half the space? It’s possible, but very unlikely. 

“So the pattern we see is that folks are typi-
cally underinsured between the coasts – there 
is premium left on the table because the ratios 
don’t work correctly – and overinsured on the 
coasts,” McNeill said.

 “If limits are $680,000 on that home in San-
ta Monica, that is a goldmine of opportunity for 
the typical public adjuster, and that is why, we 
think, more than 85% of public adjuster claims 
are on the coasts. You are getting the behavior 
that is tied directly to the underlying model.”

If insurers can more accurately tie Coverage 
C to the contents value in an insured property, 
they can end the overvaluation of contents in 
areas with high replacement costs and reduce 
claims buildup at times of total loss. The solu-
tion is a more sophisticated analysis of the likely 
contents of a home, based perhaps on income, 
territory, occupation, etc. “Several years from 
now you will not be seeing insurers tie Coverage 
C to Coverage A,” McNeill argued. “They will 
be pricing to the actual risk in the home.”PIR PIR
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HURT INDEX Continued from Page 1
highest average premium in 2007 (the latest data 
available) and a median income that ranked 41st. 
This gives the Lone Star state a ratio of insur-
ance costs to median income of 2.26% (down 
slightly from 2006, but up from 1.64% in 2000), 
more than double the 1.12% national average, 
which has been stable in the last few years. 
With the highest average homeowners premium, 
Florida, not surprisingly, is close behind Texas 
on our HURT Index.

High premiums are not the only problem. 
Our analysis shows that consumers are under 
intense pressure from homeowners insurance 
costs in several states with premiums that look 
reasonable. New Mexico is an excellent ex-
ample. The average homeowners premium is a 
just $667, well below the $822 national average, 
and higher than only 11 other states. The state’s 
median income, however, is even further below 
the national average, ranking lower than every 
state but Mississippi. The result: a HURT In-
dex that ranks 11th in the nation and indicates a 
much more stressed market than appears on the 
surface. See Arkansas, South Carolina, West 
Virginia, Tennessee and Montana for similar 
tales of woe.

Our HURT index is the exclusive analysis 
of Property Insurance Report (OK, so we had to 
stretch a little bit to get the acronym to work.) 
With this index, we are seeking to identify those 
states where homeowners insurance premiums 
are so hurtful to consumers’ pocketbooks that 
policymakers are likely to resist efforts at more 
detailed underwriting that could increase costs 
for anyone. States with a high HURT Index are 
likely to see protracted public policy debates on 
homeowners insurance. We first published this 
index on May 1, 2000.

Using average homeowners insurance pre-
mium data from the National Association of 
Insurance Commissioners and income data 
from the U.S. Census Bureau, we divide aver-
age state premiums into median family income. 
The result is a ratio that shows just how much of 

a family’s income is spent on homeowners insur-
ance. We produce a similar index for our sister 
publication, Auto Insurance Report, dubbed 
the “PAIN Index,” for Personal Auto Insurance 
Nastiness, an equally childish acronym. For a 
copy of that index, send an email to bpsullivan@
riskinformation.com.

It is important to note that at the margin, one 
dollar spent by someone in a lower income state 
hurts a great deal more than a dollar spent by 
someone in a higher income state. True, high-
income states typically come with higher costs of 
living, but we still consider it relatively tougher 
to get by in the lower income states. This is one 
reason we include the insured home value data in 
our table. It provides a gauge of what consumers 
are getting for their money.

The impact of high incomes is plain to see in 
Connecticut, which occupies the opposite end 
of the HURT Index spectrum. Connecticut has 
the 10th-highest average premium in the nation, 
normally a trouble sign. But blessed with the na-
tion’s second-highest average income, Connecti-
cut ranks 32nd on the HURT Index.

Caveats: The data is old, but the best avail-
able. Remember these are average premiums. 
Low-income Connecticut residents still suffer 
greatly, and wealthy Arkansans cruise by.
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