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Motor Insurance

-Malaysia case study

Motor Insurance in Malaysia is renewed yearly
Premiums are paid before insurance coverage starts

Death or injury to ot Damage to other
parties parties’ property
B i Third Party Cover

Own loss due to theft
or fire

Third Party Fire and Theft Coverl

Own damage to vehicle

due to accident (OD)
(©D) Comprehensive Cover

atishud under Malaysian law is & member S of The KPMG nabaork of independant mamber S affilisted wam KPMG Internations! Cooparsiive (KFMG 3

KPRaG

Dooument Ciaceoation: KPMG Confioertial

Motor Insurance

-Extension Cover

Additional perils can be added to the policy with additional premiums

Flood, earthquake, hurricane, Breakage of glass in windscreen or
landslide windows

Strike, riot and civil commotion Additional named driver

Liability of passengers for acts of

Passenger liability negligence

Additional business use Tuition and testing purposes

under Malaysian lew is @ membar firm of the KPMG network of independent menibar firms afiliated wih KFMG Internationsl Cooparative ("KFMG a

KPAnG

Dooument Claccfiastion: KFMG Confidertial
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Motor Tanf

-Rating Factars

Premium rates charged by the insurance companies range within the allowable loading
limit of Motor Tariff. It is a very competitive market for profitable growth.

Sum insured

Rating factors set out in Engine capacity of vehicle

the motor tariff

"'-., Loadings for age of driver, age of vehicle and

Region such as West and East Malaysia ]
past claims history ]

Premiums /
determined after Additional rating T e e e e e e e e e e e e -
phased liberalization factors
Of motor tariff S O

m of the KPMG natwork of indspandant membar firs sfflisted wis

KPMG

Dooument ClsceMostion: KPMG Confidertial
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(GLM-Data Preparation
SIEPT-0

Step 1. 3etting Opjectives and Goals

-PUrpose orModeling

02/09/2019

What's to predict?
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Slep 2. Sekect the Dala

-RiskFactor Vs, Rating Factor

] Y
I e.g. driver's recklessness :

. Factors that influenced the such as drive after alcoholic
Risk Factors ) . : IR RN . I
risk of vehicle/accident drinking will increase the
1 risk of accident 1

I e.g. value of the vehicle

Rating Factors used to determine lis a rating factor; higher the

Factors the rating | sum insured, the higher the |
1 premium [
| ’I

1
1
1

d undar Malaysian lsw is & memier frm of the KPMG nacwork of indecendant member B affilialsd wim KFPMG Intemationsl Cooparative ("KPMG a

KPMG atna st b, Sisa sy A8 i

Dooument CRACEMEEtN: KPME Conndantal

Step 2. Select the Data (conta)

-Drver Factors Category

Rating Factor Description Data Structure

Age of Driver Agg of vehicle owner, or age of
policyholder
Driving o . )
Length of driving period or Experience m
Driving Record | Number of traffic offences or bad record m

Gender Male or Female Categorical
Marital Status Single or Married Categorical
quber of List of drivers in the policy m
Driver

Kn."MG.

DoDUMeNt CRACEMOMtoN: KFMG Connoentiy
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Step 2. Sekect the Data (conta)

-\ienicle Factors Gategory

Rating Factor Description Data Structure

Cubic Capacity | Dimension of vehicle engine m
Manufactured Number of years since the vehicle is
Year manufactured

Safety Features | Number of safety installations m
Odometer Distance travelled by the vehicle
Vehicle Type Sports or Normal vehicle Categorical

dur Ma bar fem of the KPMG natwark Miiated with KPMG

i © 201 KPW LT, v bty panarh st unds Malysan Lo i 1o KPMG nawork of incepandant maembar fims affiad with KPMG Intrnationa Cooparath [*KPM 1

ooument Claciation: KFWE ConNdential

Step 2. Seiect the Data (contd)

-LocationFactars Gategory

Rating Factor Description Data Structure

Region East or West Malaysia Categorical
Addre_ss Postcode Categorical
Location

Urbanization City, rural and suburban Categorical
Level

0 undar Malaysian s is a memibar fm of the KFME network of independant memiber firms affliaied with KEMG Internationsl Coaparstive ("KFMG 12

KPMG Penationst ) St asn Al

Cosument Ciaceiostion: KPS Confidertisl



36 2. Select the Data (contd)

-Polcy Factors Gategory

02/09/2019

KPMG

Rating Factor Description Data Structure

Market value or agreed value of the
Sum Insured .

vehicle
Policy Coverage | Type of coverage Categorical
Renewal Indicator | New business or renewal Business Categorical

CIalm_Count Number of claim incurred in the past
Experience
CIalm_Amouni Amount of claim incurred in the past M
Experience
No Claim Discount Discount offered for good driving record

Dooument Ciassfication: KFMG Confidential

dar Malsyaian lsw is 8 member fm of the KFMG natwork of indspandant mesmbar fims afflistsd wish KFMG International Cosparativs (KFMG
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(GLM - Modeling
SlEN6-3
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Generalized Linear Model (contd)
-Weiohts

In insurance, the greater risks should carry more weight in the estimation of the
model coefficients

i
i For example, the exposure for each observation is different, one observation might
. relate to one month’'s exposure, and another to one year’s exposure.

iThe analysis weights are “known” value that can vary from observation to
i observation.

Numerical example for a Gamma Log Link Model
In[E(Severity)] = a + wy Xy + WX, + -+ W, X,
E(Severity,) = Exp{a + wyX; + WXy + - + WX, }

where w is the vector of weighted model coefficients

kPG

v Sabiliny ¢ i of th KFMG navasrt of indspandant membar fima afilistad
s wrmiy. A2 rights

Dooument Classifioation: KFMG ConNidential

Generalized Lingar Moae! (contd)
-Offsets

When the effect of predictor is known, it is appropriates to include the information
into the model as a known effect.

This can be achieved by using the “offset term”, whose coefficient is constrained to
be 1.

Numerical example for a Gamma Log Link Model
In[E(Severity)] = a + p1X; + faXa + - + BpX, + In(of fset)
E(Severity,) = Exp{a + By X, + fo Xy + - + (X, } X of fset

KPArG!

firm of the KFMG netark of independant member fimms affilisied

Dooument Claccifioation: KFWG Confiderntial
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Step 8. Models Gomparison and Selection
-Final Model (contd)

oD = oD % . oD
Risk Frequency } Excess
Premium i

Any trending adjustments will take place at the frequency and severity
model level (judgement required)

OD Excess is the estimated loading for the large losses excluded from the
dataset (judgement required)

parsthie ("KFMG a5

K s
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Step 9. Commercidl Decision

-Malaysia case study

e e e e SRR e R e R R R R SRR R R e R RERR R
i 1
” Death or injury to other Damage to other = :
1] parties parties’ property = 1
i (TPBI) (TPPD) i
i 1
e — |
1 1
| i
I Own loss due to theft 1
= or fire I
1 1
e e e e o o e et et e e e
Own damage to vehicle
due to accident (OD) .
i Comprehensive Cover

cabiishad under Maleysian lew is & msmbar S of the KFMG natwork of indspandant membar fims

atad with KFMG Internationsl Coaparsthvs ("KPMG 37

KPMG Pt

Dooument Clacciination: KFWG Confidential

Step 9. Commercial Decision

-(Gross Rating

Risk Pricing ! Per Policy Expense

M e e e e e e s e el

i

= : Reinsurance _

I : Commercial
i L
il Risk

I | Premium ] Total

: 1 Fixed Expenses Gross
1 I Premium
Iy

1

-

1

1

1

1

Technical Pricing i

Street Pricing

N O S N
2018 KPMG LT, & limited Nability pannarship sstabiished under Maleysian lsw is & mesmbar firm of the KPMG natwork of indspandant mambar 1 Miistad with KPMG Internationsl Conparstive ("KFMG

kPG ematot b St o 5 N e e Ml e e 8 b o e e e e i 38

MinnimA G RN KEMG Crnfant



02/09/2019



02/09/2019



	Session 5
	KL-S5

