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Statement
The Inland Marine Underwriters Association [IMUA] is a not-for-profit association focused on the commercial inland marine
insurance line of business. IMUA was organized in 1930 as a national trade association and rating bureau for all inland marine
classes. In 1948 the rating bureau activities of the IMUA were transferred to the Inland Marine Insurance Bureau (now defunct)
due to the 1944 USSupreme Court decision in the South-EasternUnderwriters Association case.

Today, IMUA is comprised of --Members - insurance and reinsurance companies that underwrite a significant portion of the
commercial inland marine insurance

in the U.S.. AssociateMembersðcompanies or organizations that provide products and/or servicesto the insurance industry.

IMUA is committed to advancing the educational, governmental, regulatory and technical interests of the commercial inland
marine insurance industry.

One of the servicesIMUA provides its members is the publishing of information for use by underwriters, loss control and claims
specialists,and other interested parties. The topics covered by IMUA Reports, Bulletins, News Articles, Seminarsand Webinars
are intended to provide an overall awarenessof the issues,hazards and exposures associated with a specific industry or inland
marine classof business.

Volunteer members of a technical committee of the IMUA or IMUA staff have produced this information . Committee members
abide by antitrust restrictions and all other applicable laws and regulations while compiling information .
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It is generally not possible to treat any one subject in an exhaustive manner, nor is it IMUAõsintent to do so. No warranties are

made regarding the thoroughness or accuracy of the information contained in Reports, Bulletins, News Articles Seminars and

Webinars or any part of it. Nothing in this information should be interpreted as providing definitive guidance on any question

relating to policy interpretation, underwriting practice, or any other issuesin insurancecoverage.

IMUA does not prescribe to its members how to make underwriting or claims decisions, nor does it require that analysis follow

any particular format



Robert P. Hartwig, PhD, CPCU

Clinical Associate Professor, Finance Department and Director, 
Center for Risk and Uncertainty Management

Darla Moore School of Business

University of South Carolina

Todayôs Presenter
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P/C Insurance & COVID -19: Outline 

Â P/C Insurers: Overcoming Uncertainty With Strength

ÈFinancial Overview: The Industryôs Financial Position Entering the COVID-19 Pandemic

ÂInvestment Market Issues: Volatility Rules

ÂThe Economy, P/C Insurance and COVID -19: Overview & Outlook

ÂFederal & State COVID -19 Initiatives Impacting Insurers 

ÂCOVID-19:  Coronavirus Impacts on Key Lines

ÂQ&A
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P/C Insurance Industry: 
Financial Overview Amid the 

COVID-19 Pandemic

The P/C Insurance Industry Entered the 

COVID-19 Pandemic from a Position of 

Financial Strength

Asset Value Volatility is High but 

ManageableðGreatest Threat Comes 

from State Legislatures
5



6

Policyholder Surplus (Capacity), 
2006:Q4ï2019:Q3

Sources: ISO, A.M .Best; 2019E from Center for Risk and 
Uncertainty Management, University of South Carolina, 
based on actual $812.2B through 9/30/2019.
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Financial 
Crisis

2010:Q1 data includes $22.5B of paid-in 

capital from a holding company parent 

for one insurerôs investment in a non-

insurance business.  

Drop due to near -record 
2011 CAT losses

Policyholder Surplus is the industryôs 
financial cushion against large insured 
events, periods of economic stress and 

financial market volatility.  It is also a 
source of capital to underwrite new risks.

The P/C insurance industry 
entered the COVID -19 pandemic 

from a position strength



ROE: Property/Casualty Insurance by Major Event, 
1987ï2019E
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*Excludes Mortgage & Financial Guarantee in 2008 ï2014. 
Sources: ISO, Fortune; A.M. Best (2018E-2019F);  USC RUM Center.
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P/C Profitability Is 
Influenced Both by  

Cyclicality and Volatility

Hugo

Andrew, 
Iniki

Northridge

Lowest CAT 
Losses in 
15 Years

Sept. 11

Katrina, 
Rita, Wilma

4 Hurricanes

Financial Crisis*            
ROE fell by 8.3 pts 
from 12.7% to 4.4%

(Percent)

Record 
Tornado 
Losses

Sandy

Low 
CATs

Harvey, 
Irma, 
Maria, 

CA 
Wildfires

2019E 
8.2%



Percentage Point Change in P/C ROEs 
During Past Economic Downturns: 
1971 - Present

8Source: USC Center for Risk and Uncertainty Management.

Percentage Point 
Change

-8.3%

-7.1% -7.0%

-3.0%
-2.4%

0.8%

-10.0%

-8.0%

-6.0%

-4.0%

-2.0%

0.0%

2.0%

2007-08 2000-01* 1973-75 1981-82 1979-80 1990-91

*2000-2001 decline impacted by 9/11 losses.

Change in P/C ROE During Past 
Economic Downturns

Avg.: -4.5% (-4.0% ex. 2000-01)

Median: -5.0% (-3.0% ex. 2000-01)

Although the COVID -19 
economic downturn will 
be sharp, itôs expected to 
be brief with a rapid ñV-
Shapedò recovery 



P/C Industry Net Income After Taxes, 1991ï2019F*

Â 2005 ROE= 9.6%

Â 2006 ROE = 12.7%

Â 2007 ROE = 10.9%

Â 2008 ROE = 0.1%

Â 2009 ROE = 5.0%

Â 2010 ROE = 6.6%

Â 2011 ROAS1 = 3.5%

Â 2012 ROAS1 = 5.9%

Â 2013 ROAS1 = 10.2%

Â 2014 ROAS1 = 8.4%

Â 2015 ROAS = 8.4%

Â 2016 ROAS = 6.2%

Â 2017 ROAS =5.0%

Â 2018 ROAS = 8.0%

Â 2019: ROAS = 8.2%

*2019 estimate based on annualized actual Q3:19 figure of $48.075B.  ROE figures are GAAP; 1Return on avg. surplus.  Excludes Mortgage & Financial Guaranty insurers for years (2009-2014). 

Sources: A.M. Best, ISO.
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Net Income finally returned to 
pre-financial crisis levels in 
2019.  All else equal, COVID 

impacts will likely have a 
tempering influence in 2020, 

but far too soon to tell.

$ Millions
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P/C Insurance ROE vs. Fortune 500, 1975 ï2019E*

*2018 Fortune 500 figure is an estimate.

Profitability =  P/C insurer ROEs. 2011-18 figures are estimates based on ROAS data. Note: Data for 2008-2014 exclude mortgage and financial guaranty insurers.

Source: NAIC, ISO, Fortune.

1977:19.0%
1987:17.3%

1997:11.6% 2006:12.7%

1984: 1.8% 1992: 4.5% 2001: -1.2%

ROE

1975: 2.4%

2013 
9.8%

2017 
5.0%

2019E 
8.2%

Average: 1975 -2018 

Fortune 500: 13.3%

P/C Insurance: 9.0%

2019E* 
15.0%



Net Premium Growth (All P/C Lines): 
Annual Change, 1971 ð2019F
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(Percent)
1975-78 1984-87 2000-03

*Figure is actual 2018:9M vs. 2017:9Mchange adjusted for affects of the TCJA of 2017. Shaded areas denote ñhard marketò periods
Sources:  A.M. Best (1971-2013, 2020F), ISO (2014-19); Risk & Uncertainty Management Center, Univ. of South Carolina estimate for 2019.

Net Written Premiums Fell 
0.7% in 2007 (First Decline 

Since 1943) by 2.0% in 2008, 
and 4.2% in 2009, the First 3 -
Year Decline Since 1930 -33.

2019F: 3.0%

2018E: 10.8%

2017: 4.6%

2016: 2.7%

2015: 3.5%

2014: 4.2

2013: 4.4%

2012: +4.2%

Outlook

2019F: 3.0%

2020F: 3.8%
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Economic Shocks, 

Inflation:

1976: 22.2%
Tort Crisis

1986: 30.5%

Post -9/11

2002: 22.4%

Great 

Recession:

2009: -9.0%

ROE

2019E:   
+3.1%

Commercial Lines NPW Premium Growth: 1975 ï2019F

Recessions:

1982: 1.1% 

Commercial lines is prone to 
far more cyclical volatility that 

personal lines.  

1988-2000: 
Period of 

inter -cycle 
stability

Commercial 
lines premium 

growth has 
been sluggish 

for years, 
reflecting weak 

pricing 
environment.

Note: Data include state funds beginning in 1998.  

Source:  A.M. Best; Insurance Information Institute; Univ. of South Carolina Center for Risk and Uncertainty Management, ISO.

Post -Hurricane 

Andrew Bump:

1993: 6.3%

Post Katrina 

Bump:

2006: 7.7%

2016:   
-1.1%

2018:   
+14.4%



Change in P/C Net Written Premium Growth 
During Past Economic Downturns: 1971 - Present

13Source: USC Center for Risk and Uncertainty Management.

Percentage Point Change 
in Growth Rate

-4.3%

-3.5%

-2.0%

0.9%

2.9%
3.4%

-5.0%

-4.0%

-3.0%

-2.0%

-1.0%

0.0%

1.0%

2.0%

3.0%

4.0%

1979-80 2007-09 1990-91 1981-82 1973-75 2000-01*

*2000-2001 decline impacted by 9/11 losses.

Change in P/C ROE During Past 
Economic Downturns

Avg.: -0.4%

Median: -0.6%

Economic downturns have been 
associated with varied growth 

experience.  The COVID -19 pandemic will 
likely slow growth materially in 2020, but 
should remain slightly positive overall.  

Effects could carry over into 2021.



P/C Insurance Industry Combined Ratio, 2001 ï2019E*

14

* Excludes Mortgage & Financial Guaranty insurers 2008--2014. 

**Actual through Q3 2019 was 97.8

Sources: A.M. Best, ISO (2014-2019).
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As Recently as 2001, 
Insurers Paid Out 

Nearly $1.16 for Every 
$1 in Earned 
Premiums Relatively 

Low CAT 
Losses, 
Reserve 
Releases

Heavy Use of 
Reinsurance 
Lowered Net 

Losses

Relatively 
Low CAT 
Losses, 
Reserve 
Releases

Higher 
CAT 

Losses, 
Shrinking 
Reserve 

Releases, 
Toll of Soft 

Market

Sandy 
Impacts

Lower 
CAT 

Losses

Best 
Combined 
Ratio Since 
1949 (87.6)

Avg. CAT 
Losses, 

More 
Reserve 
Releases

Cyclical 
Deterioration

Sharply 
higher CATs 
are driving 

large 
underwriting 
losses and 

pricing 
pressure

2019 Combined Ratio Est.

98.0



INVESTMENTS: 
THE NEW REALITY

Investment Performance Is a Key Driver 
of Insurer Profitability

Aggressive Rate Cuts Will Adversely 
Impact Invest Earnings

Financial Crisis Déjà Vu?



Property/Casualty Insurance Industry Investment Income: 
2000ï2019E
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Due to persistently low interest rates, investment income fell in 2012, 2013 and 
2014 but showed a small (1.7%) increase in 2015 ðthough 2016 experienced 

another decline. Gains in 2018 -19 are overstated due to the TCJA 2017.

*2018-19 figures are distorted by provisions of the TCJA of 2017.  Increase reflects such items as dividends from foreign subsidiaries.
**Estimate based on annualized H1 actual figure of $13.158B.  Figure is likely also distorted by the TCJA of 2017.
1 Investment gains consist primarily of interest and stock dividends. Sources: ISO; University of South Carolina, Center for Risk and Uncertainty Management.                                   

($ Billions)

Investment income is slowly 
recovering. 2018/19 figures 

overstate improvement due to 
provision of the TCJA 2017



Net Investment Yield on Property/Casualty 
Insurance Invested Assets, 2007 ï2020F*

4.4
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The yield on invested assets remains low relative to pre -crisis yields. Fed 
rate increases beginning in late 2015 through 2018 halted the slide in 

yields, but  rate cuts in 2019/2020 will preclude future gains

Sources: NAIC data, sourced from S&P Global Market Intelligence; 2017-19 figures are from ISO.  2020F is from the Risk and Uncertainty Management Center, Univ. of South Carolina.

(Percent)
Investment yields remained 

depressed --down about 150 BP from 
pre-crisis levels.  COVID -19 Fed rate 

cuts will push asset yield down



US Treasury Security Yields:
A Long Downward Trend, 1990 ï2020*

*Monthly, constant maturity, nominal rates, through March 2020.

Sources: Federal Reserve Bank at http://www.federalreserve.gov/releases/h15/data.htm. National Bureau of Economic Research 
(recession dates); Insurance Information Institute.

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

'90'91'92'93 '94'95'96'97'98'99'00'01'02 '03'04'05'06'07'08'09'10'11'12 '13'14'15'16'17'18'19'20
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2-Yr Yield
10-Yr Yield

Yields on 10 -Year US Treasury 
Notes have been essentially  

below 5% for more than a 
decade 

Since roughly 80% of P/C bond/cash investments are in 10 -year or shorter durations, 
most P/C insurer portfolios will have low -yielding bonds for years to come. 

Fed emergency rate cuts 
and QE in response to the 
COVID-19 pandemic and 

market volatility have 
pushed rates to their 

lowest levels since the 
financial crisis

10-YR. TREASURY

3/2019: 2.57%

3/24/20: 0.84%

http://www.federalreserve.gov/releases/h15/data.htm
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*Through April 15, 2020.

Source:  NYU Stern School of Business: http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html; Center for 

Risk and Uncertainty Management, University of South Carolina

Tech Bubble 

Implosion

Financial 

Crisis

Annual Return

Energy Crisis

S&P 500 Index Returns, 1950 ï2020*

Fed Raises 

Rates

The S&P 500 was up 28.9% in 2019, the 
best year since 2013, following a decline 
of 6.2% in 2018. Gains are jeopardized by 
sharp declines amid COVID -19 pandemic

2020 YTD

-13.8%

2019: +28.9%

2018: -6.2%

2017: +19.4

2016: +9.5

http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html


P/C Insurance Industry Investment Portfolio, 2018

Bonds
60.2%

Common Stock
23.1%

Cash & ST Inv.
6.0%

Real Estate
1.9%

Preferred Stock
0.3% Other

8.4%

60% of the industryôs 
$1.69 trillion investment 
portfolio is held in bonds

Amid the aggressive 
Fed response to the 
COVID crisis, insurer 

investment income will 
once again come under 

pressure as rates are 
expected to be kept low 
through 2021 ðat least

20
Source:  S&P Global Market Intelligence;  Risk and Uncertainty Management Center, University of South Carolina.



Financial Markets Have 

Been Extremely Volatile

ÂApril 15: S&P is up 20% since is 

March 23 trough (2,192 @ close)

ÂApril 9: DJIA had its best weekly 

% gain since 1974 (+12.1%)

ÂMarch 23: S&P at its lowest 

level since late 2016

ÂMarch 9: Largest DJIA point 

drop ever: -2,014 pts. (-7.79%

drop largest % terms since 

10/15/08)
,

Source:  CNBC.com; Center for Risk and Uncertainty Management, University of South Carolina

Last week was the DJIAôs best since 1974



Financial Markets Have 

Been Extremely Volatile

ÂMarch 24/25: First back -to-back 

gains since Feb. 4

ÂMarch 24: Largest DJIA % gain 

since 1933: +11%

ÂMarch 23: S&P at its lowest 

level since late 2016

ÂMarch 9: Largest DJIA point 

drop ever: -2,014 pts. (-7.79%

drop largest % terms since 

10/15/08)
,

Source:  CNBC.com; Center for Risk and Uncertainty Management, University of South Carolina



THE ECONOMY

COVID-19 Pandemic Will Directly and Severely Impact 

Growth As Exposure Growth Rapidly Shrinks

The Strength of the Economy Has Always Influenced 

Growth in Insurersô Exposure Base Across Most Lines

The Links Between the Economy and the P/C Insurance 

Industry Are Strengthening



Length of US Business Cycles, 1929 -Present *
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Expansion Following

Duration (Months) 

Month 
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Started

Average Duration *

Recession = 13.4 Months

Expansion = 63.8 Months

* As of April 2020 but excluding current COVID-19 recession which began in March/April 2020 and is ongoing.

Sources: National Bureau of Economic Research; Risk and Uncertainty Management Center, University of South Carolina.

The most 
recent 

economic 
expansion (as 
of Feb. 2020) 

was the 
longest in US 
history (began 

July 2009)

It has abruptly 
endedðbut 

perhaps only 
interrupted. 

Recession 
may officially 
last only 5 -7 

months



US Real GDP Growth*

* Estimates/Forecasts from Wells Fargo Securities.

Source: US Department of Commerce, Wells Fargo Securities 4/8/20; Center for Risk and Uncertainty Management, University of South Carolina.
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Demand for Insurance Will Be Impacted As the Economy Slows but 
Should Improve by Late Q3 and into Q4

Real GDP 
Growth (%)

ñGreat 
Recessionò 

began in 
Dec. 2007

Financial 
Crisis

COVID-19 pandemic is 
expected to result in 2 
quarters of economic 

contraction before recovery 
later in the year

Q2 2020 
GDP 

expected to 
shrink by 

22.3%



The Economy Drives P/C Insurance Industry Premiums:
2006:Q1ï2019:Q3

Direct Premium Growth (All P/C Lines) vs. Nominal GDP: Quarterly Y -o-Y Pct. Change

Sources: SNL Financial; U.S. Commerce Dept., Bureau of Economic Analysis; ISO; I.I.I.; Risk and Uncertainty Management Center, University of South Carolina.
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DWP y-o-y change y-o-y nominal GDP growth

As GDP growth turns negative in 2020, DWP will 
decelerate sharply. Rebates, discounts and rate 

decreases will amplify the deceleration.

Direct written premiums track nominal GDP fairly tightly over time, 
suggesting the P/C insurance industryôs growth prospects inextricably 

linked to economic performance.



Consumer Confidence Index: Jan. 2000 ïMar. 2020

Source: University of Michigan; Wells Fargo Research.

Outlook: Consumer confidence is being severely tested by the COVID -19 
economic shutdown.  The longer the shutdown persists, the deeper the 
actual economic damage and further shattering of consumer confidence

Consumer Confidence 
plunged a record 31.3 
points in March, the 
largest decline on 

record and  nearly twice 
the 16.6 point drop (and 
previous record) in Oct. 

2008 during the 
Financial Crisis 



NFIB Small Business Optimism Index:
Jan. 1988ïMarch 2020 (Survey taken first half of March)

Source: National Federal of Independent Business; Wells Fargo Research.

Outlook: Small business sentiment will continue to fall sharply 
with significant negative repercussions for p/c insurers 

The economic fallout 

from COVID -19 will 

cause small business 

sentiment to plunge 

causing hiring and 

investment to move 

sharply negative

Small Business 
Optimism weakened 
sharply ( -8.1 pts.) in 

March 2020 as fears of 
COVID-19 disruptions 

took hold. April will see 
a larger impact.



NAHB: Homebuilder Confidence Index:
Jan. 1987ïMarch 2020 

Source: National Association of Home Builders; Wells Fargo Research.

Outlook: Homebuilders will scale back in 2020 before resuming 
growth in 2021. Low mortgage rates will help.

New home construction 

is projected to fall 10% 

in 2020, adversely 

impacting home insurer 

exposure growth as well 

as commercial insurers 

with construction books 

of business

Homebuilder 
Confidence plunged by 

a record 42 pts. in March 
2020 as stay -at-home 
orders and recession 
fears eviscerate buyer 

traffic despite low 
mortgage rates



Small Business and COVID -19 (NFIB March 30 Survey)

Source: National Federal of Independent Business; Wells Fargo Research.

Retail sales (after hoarding runs its course) will plunge due to COVID -19 
shutdowns.  Large numbers of bankruptcies are likely.  Negative impact on P/C 

exposure growth in this segment into 2021. 

How Has COVID -19

Impacted Your Business?
How Long Can You Operate 

Under Current Conditions?



Retail Sales: 2019 ï2021F

31Source: US Dept. of Commerce; Well Fargo Securities (4/20); Risk and Uncertainty Management Center, University of South Carolina.
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Insurers of small/mid -
size businesses will see 

material top line 
deceleration/contraction 

Retail sales will decline 
sharply though 2020 
before beginning to 

recover in 2021



Industrial and Manufacturing Production:  Biggest Drops 
Since 1946 Demobilization at End of WW II

Source: Federal Reserve Board; Wells Fargo Research.

Factory and mine 
shutdowns caused a 5.4% 
plunge in industrial activity

Total Industrial Production Growth Manufacturing Production Growth

Manufacturing 
production 

plummeted by 6.4%

Immense implications 

for commercial 

insurers



Initial Claims for Unemployment: COVID Surge Shatters Records

33Source: US Bureau of Labor Statistics; Risk and Uncertainty Management Center, University of South Carolina.
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Payroll exposures are taking a 
huge hit leading to a large 
impact on workers comp 

premiums written

Since mid -March a 
record 22.03 million 
people have filed for 

unemployment

Week Ending

Previous 
Records

Virtually all the jobs created 
since the Great Recession 
have been lost ðin a single 

month!



Initial Unemployment Claims: New Record Highs
(Jan. 1967 ïApril 2020)

Source: Federal Reserve Bank of St. Louis (FRED)  from US Employment and Training Commission.

Initial claims for unemployment will continue to soar, 
resulting in a major and immediate loss in Workers 

Comp payroll exposure growth

Previous 
record: 695K 
in Oct. 1982

Financial 
Crisis Peak:  

665K in  
March 2009

Initial claims for 
unemployment hit 
record 6.87 million 
for the week ending 

3/28/20 (total = 
22.03M through 4/11)



US Unemployment Rate Forecast: 2007:Q1 ï2021:Q4
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Great Recession

Rising unemployment 
eroded payrolls and WCôs 

exposure base.

Unemployment peaked at 
10% in late 2009.

= actual;          = forecasts

Sources: US Bureau of Labor Statistics; Wells Fargo Securities (4/20 edition); Risk and Uncertainty Management Center, University of South Carolina.

The unemployment 
rate will peak around 
20% by June (15.1% 

Q2 avg.)

At 3.5%, the 

unemployment rate 

in Feb. 2020 WAS 

at its lowest point 

in 50 years.
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24.4

$0 $5 $10 $15 $20 $25 $30

Jobs Created Since

Great Recession

Unemployment

Insurance Claims (4

weeks ending Apr. 11)

Jobs Lost in Great

Recession (peak to

trough)

Source: US Department of Labor; CNBC.com; University of South Carolina, Risk and Uncertainty Management Center.

COVID-19 Job Losses vs. Great Recession 
Gains/Losses (Millions)

Business closures and 
recession fears have 
wiped out virtually all 

the job gains since the 
end of the Great 

Recession. Job losses 
to-date are already 

approaching 3x those in 
the Great Recession.



New Private Housing Starts, 1990 -2025F
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Source: U.S. Department of Commerce; Wells Fargo Securities (4/20 for 2020-21F);University. of South Carolina, Center for Risk and Uncertainty Management..

Pre-COVID 1-9, Insurers Had  Been Seeing Meaningful Exposure Growth in the Wake 
of the ñGreat Recessionò Associated with Home Construction: Construction Risk 

Exposure, Surety, Commercial Auto; Potent Driver of Workers Comp Exposure

New home starts 
plunged 72% from 
2005-2009; a net 

annual decline of 1.49 
million units, lowest 
since records began 

in 1959

COVID-19 will  slow new homebuilding, 
though activity could remain resilient 

with low interest rates and low 
inventories in South, West

(Millions of Units)



Auto/Light Truck Sales, 1999 -2023F

38

1
6

.9

1
6

.5

1
6

.1

1
3

.2

1
0

.4

1
1

.6

1
2

.7

1
4

.4

1
5

.5 1
6

.4 1
7

.4

1
7

.5

1
7

.1

1
7

.2

1
6

.9

1
2

.1

1
6

.2

1
6

.2

1
6

.4

1
6

.5

1
6

.7

1
6

.7

1
6

.9

1
6

.61
7

.11
7

.5

1
7

.8

1
7

.4

9

10

11

12

13

14

15

16

17

18

19

99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20F 21F22F22F 23F24F25F

(Millions of Units)

New auto/light truck 
sales fell 35% to the 
lowest level since 

the late 1960s.

Job growth and 
improved credit market 
conditions boosted auto 

sales to near record 
levels by 2015/16

COVID-19, weakening labor 
market will cause consumers 

to pull back from large 
purchases, including auto

Yearly car/light truck sales are slowing slightly as demand 
tapersðand COVID-19 will accelerate that decline

Source: U.S. Department of Commerce; Well Fargo Securities (4/20 for 2020-21F); Blue Chip Economic Indicators (3/19 for 2022-25F); Univ. 
of South Carolina, Center for Risk and Uncertainty Management.

18.4% drop in car 
sales expected in 

2020 before 
recovering in 2021 
(about half the 35% 
drop during Great 

Recession)



Source: US Energy Information Administration; University of South Carolina, Risk and Uncertainty Management Center.

Gasoline Demand: Far Steeper Drop than During Financial Crisis

Gasoline demand fell 
by about 10% at the 

onset of the financial 
crisis (Sept/Oct 2008)é

ébut plunged by 
about 30% at the onset 
of the COVID -19 crisis 

(March 2020)



Source: StreetLight Data accessed 4/15/20 at: https://www.streetlightdata.com/VMT-monitor-by-county/; University of South Carolina, Risk and Uncertainty Management Center.

Vehicle Miles Traveled Are Down Sharply, Especially in Urban 
Areas  (As of Apr. 10, 2020 vs. Jan. 2020 Baseline)

Vehicle miles traveled 
(VMT) are down 80% -
90% in many urban 

areas, especially on the 
east and west coasts

VMT are down about  
35% - 45% in more  

rural areas

https://www.streetlightdata.com/VMT-monitor-by-county/
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Source: Wall Street Journal, 3/26/20; University of South Carolina, Risk and Uncertainty Management Center.

Breakdown of $2 Trillion Emergency Aid/Stimulus Bill

The COVID-19 emergency 
stimulus package will benefit 

many segments of the 
economy as well as 
individuals.  For P/C 
insurers, aid to small 

businesses and incentives to 
keep employees on payrolls 

may have some of the 
largest indirect benefits 
because both preserve 

insurable exposures
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*As of Feb. 2019.

Source: Congressional Budget Office; Federal Reserve Bank of St. Louis: https://fred.stlouisfed.org/series/GFDEGDQ188S

The national debt hit $22 
Trillion for the first time in 

February 2019 and will 
continue to grow rapidly 

for the foreseeable future.

Debt/GDP Ratio =105%+ 
(Highest Since WW II)

$22.7 Trillion

($ Trillions)

18

Inflation Alert

Large deficits  

that increase 

as a share of 

GDP are, at 

some point, 

unsustainable 

and 

inflationary

https://fred.stlouisfed.org/series/GFDEGDQ188S


P/C Insurance Issues in the 
Era of COVID -19

Business Interruption

Personal Auto

Workers Compensation

Cyber



P/C Insurance Coverage & COVID -19

ÂInsurers have received tens of thousands of claims related to COVID -19 

losses

ÈBusiness interruption Event Cancellation

ÈWorkers comp Travel Insurance

ÈGL D&O

ÂCrises tend to precipitate efforts to stretch contract language in an effort to:

ÈFind coverage where none exists

ÈFind coverage where none was intended

ÈFind coverage for which no premium was paid

ÂPoliticians frequently pile on: Zero political risk 



Business Interruption

45 45

Efforts to Create Coverage 
Where None Exists



Business Interruption Coverage 

(BIC) & COVID-19

ÂBusiness interruption policies clearly 

exclude COVID -19 claims

ÂThe ISO Business Income form contains 

the following language:

ÈñWe will pay for the actual loss of Business 

Income you sustain due to the necessary 

ñsuspensionò of your ñoperationsò during 

the ñperiod of restorationò. The 

ñsuspensionò must be caused by direct 

physical loss of or damage to property éThe 

loss or damage must be caused by or the 

result of a covered cause of loss. ò [from ISO 

form: CP 00 30 04 02]


