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Register Now for 2020
Conference; Early Bird
Discount Ends January 31
The 2020 Auto Insurance Re-
port National Conference is filling
quickly, and if you are interested in
attending we urge swift action to
ensure you secure a place and cap-
ture the $100 early bird discount
expiring on Jan. 31. For more in-
formation and to register and book
a hotel room, visit our website at
www.riskinformation.com.
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All Hail Small Markets, Delivering

Consistently Big Profits Over Time
2018 Profit Report Shows Market Peak

Personal auto insurers enjoyed a 7.6% after-tax profit
margin in 2018, the highest since 8.1% in 2006 and sharply
improved from just 0.8% in 2016 and 4.3% in 2017, ac-
cording to an Auto Insurance Report analysis of data from
the National Association of Insurance Commissioners.

Preliminary data shows profits fell in 2019 to between
6% and 7%, which re-

mains well above the Rates of Return
4.2% average for the On Net Worth
past decade. (See AIR NAIC Fortune
12/9/19) Personal All-
Much of the 2018 Auto Industry
improvement comes 2009 4.8% 10.5%
from significantly 2010 6.1% 12.7%

higher profits for physi- | 2011 2.6% 14.3%
cal damage coverage, | 2012 3.8% 13.4%

though that may be 2013 4.2% 16.6%
fleeting. Physical dam- | 2014 4.3% 14.3%
age profit margins 2015 2.7% 12.7%

surged to 8.9% nation- | 2016 0.7% 13.1%
ally, the highest since | 2017 3.7% 13.9%
2006. Some of that is 2018 7.5% 15.4%
from better pricing, | 2009-18 4.0%  13.7%

but much of it is from Source: NAIC
better weather. For
example, in 2018, the three states with the highest physi-
cal damage profit margins — Oklahoma (15.7%), Texas
(16.3%) and Nebraska (14%) — frequently experience the
worst losses due to hail and flooding. Texas insurers, for ex-
ample, suffered physical damage losses of 11.1% in 2017
and 9.9% in 2016.
Nationally, liability margins improved to 6.7% in 2018
from 4.0% in 2017 and a break-even performance in 2016.
The nation’s smallest states consistently generate the
highest profit margins, despite the challenges associated
Please see PROFITS on Page 2
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with small markets. With premium growth slow-
ing in 2019, insurers looking for profitable busi-
ness might take a harder look at New England,
Alaska, Hawaii and North Dakota.

The 10 smallest states combined produced
$5.85 billion in 2018 earned premium, slightly
more than Virginia, the 10th largest state. These
10 small states combined delivered a 10.6% prof-
it margin, measurably better than the industry’s
7.6% and higher than the profit in eight of the 10
largest states and 18 of the 20 largest. Their com-
bined after-tax profit of $622 million was more
than insurers generated in Illinois, which is the
ninth largest market and slightly more profitable
than the national average.

Granted, a focus on small markets can be
challenging as insurers have to deal with a larger
number of small insurance departments that may
not be well-staffed, while also tracking numer-

ous legislative and legal developments. But if a
company commits to building an efficient infra-
structure that can manage multiple small mar-
kets, the profit rewards are there.

The best market over time is Hawaii, with
a 14.1% average margin for the decade ended
2018, compared to 10.3% for second-ranked
Alaska and 4.2% for the nation. Hawaii has ac-
tually come back to the pack a bit — the profit
margins were in the 20s two decades ago — but
remains the outstanding performer. New England
remains the strongest region over time, with high
profits in Maine, New Hampshire, Vermont
and Connecticut, and above-average results in
Massachusetts and even challenging Rhode
Island. Only Massachusetts, ranked 14th by pre-
mium, could be considered a large state.

Among the largest auto insurance markets,
Ohio stands out as the most profitable over time,

Please see PROFITS on Page 10

Best Personal Markets Over Time

States Ranked By Average Profit Margin
On Direct Personal Auto Insurance Premiums Earned 2009-2018

e\ QI G
10-Yr Avg ~ 201
1) Hawaii 141 14.6 19)Kansas
2) Alaska 10.3 7.1 20)lllinois
3)Maine 10.1 12,5 21)Virginia
4)New Hampshire 9.9 12.6 22)Washington
5)Vermont 9.8 14.9 23)New Mexico
6) West Virginia 9.7 10.2 24)Wyoming
7) North Dakota 9.5 11.5 25)Montana
8)ldaho 9.0 9.5 26)Massachusetts
9) Dist. of Columbia 8.6 7.8 27)Arizona
10) Ohio 7.9 127 28)Delaware
11) Wisconsin 7.7 11.0 29)Utah
12) Minnesota 7.5 10.1 30)Missouri
13)Oregon 7.4 12.8 31)Oklahoma
14)Indiana 7.0 11.4 32)Maryland
15)lowa 6.9 9.1 33)Arkansas
16) New Jersey 6.9 10.2 34)Rhode Island
17)Connecticut 6.6 9.0 35)North Carolina
18) Pennsylvania 6.5 9.2 36)Tennessee

s [\ | A G e [\ A G e
10-Yr Avg 2018 10-Yr Avg 2018
6.3 10.7 37)Nebraska 44 144
6.3 7.8 38)California 42 47
6.3 8.5 39)Mississippi 41 9.0
6.2 8.6 40)Alabama 37 7.2
6.1 7.3 41)New York 35 47
6.0 4.2 42)Texas 3.0 11.8
6.0 11.2 43)Florida 28 5.1
5.6 10.1 44)Kentucky 26 91
55 8.0 45)Nevada 25 441
5.4 9.1 46)South Carolina 1.9 6.7
5.3 4.8 47)South Dakota 1.2 48
5.1 9.4 48)Louisiana 0.7 5.2
5.1 15.7 49)Georgia 06 45
47 7.0 50)Colorado -1.2  -9.6
46 10.2 51)Michigan* -6.3 7.1
46 9.5 United States 42 7.6
46 55
44 93

Note: This table is calculated by Auto Insurance Report using data from the National Association of Insurance
Commissioners, which does not endorse these calculations. See adjacent footnote for information on data limitations.
*Michigan results are skewed by the state’s catastrophic claims association. The 10-year profit is higher than shown.

Warning: Auto Insurance Report is a confidential, copyrighted newsletter for subscribers only.
No part of this publication may be reproduced by any form or means, including photocopying, scan-
ning, fax or email, without prior permission of the Publisher. For information call (949) 443-0330.
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Where The Money Is
2018 Personal Auto Insurance Profits
After-Tax On Direct Premiums Earned ($ Millions)

Prem Prem
Profit Margin Premium Rank Profit Margin Premium Rank
1) Texas $2,635 11.8 $22320 2 27) Alabama $254 7.2 $3,513 24
2) California $1,366 4.7 $29,151 1  28) Louisiana $249 5.2 $4,753 18
3) Florida $1,034 51  $20,156 3  29) Arkansas $208  10.2 $2,043 32
4) Ohio $873 12.7 $6,862 10 30) Kansas $206 10.7 $1,923 34
5) Pennsylvania $830 9.2 $9,030 7  31) Nebraska $187  14.4 $1,298 37
6) New Jersey $809  10.2 $7,901 8 32) Mississippi $176 9.0 $1,950 33
7) Michigan* $661 7.1 $9,339 5 33) lowa $166 9.1 $1,815 35
8) New York $643 4.7 $13,778 4  34) West Virginia $128 10.2 $1,264 38
9) lllinois $590 7.8 $7,580 9 35) Hawaii $113 14.6 $774 43
10) Massachusetts $538  10.1 $5,326 14  36) New Hampshire $110 126 $873 42
11) Virginia $481 8.5 $5,660 12  37) Nevada $109 4.1 $2,632 30
12) Washington $466 8.6 $5,429 13  38) New Mexico $107 7.3 $1,465 36
13) Indiana $445 11.4 $3,884 22 39) Utah $100 4.8 $2,061 31
14) Oklahoma $430 157 $2,748 29  40) Idaho $96 9.5 $1,014 39
15) Georgia $416 4.5 $9,210 6 41) Maine $94 125 $754 45
16) Arizona $412 8.0 $5,148 15 42) Rhode Island $90 95 $949 40
17) Tennessee $398 9.3 $4,258 20 43) Montana $85 11.2 $760 44
18) Oregon $389 12.8 $3,032 28  44) Delaware $82 9.1 $900 41
19) Missouri $382 9.4 $4,075 21  45) Vermont $57 149 $384 50
20) Minnesota $379  10.1 $3,738 23  46) North Dakota $56 115 $486 47
21) Maryland $358 7.0 $5,119 16  47) Alaska $34 7.1 $480 48
22) Wisconsin $351  11.0 $3,207 25  48) Dist. of Columbia $29 7.8 $365 51
23) North Carolina $343 55 $6,262 11  49) South Dakota $27 4.8 $563 46
24) Kentucky $287 9.1 $3,152 26  50) Wyoming $17 4.2 $407 49
25) South Carolina $287 6.7 $4265 19 51) Colorado -$470 -9.6 $4,909 17

26) Connecticut $275 9.0 $3,040 27 United States $18,394 7.6 $242,561

Note: This table is calculated by Auto Insurance Report using data provided by the National Association of
Insurance Commissioners. The NAIC does not endorse any analysis or calculation based on its data. It is
not possible to provide an exact total of company profits, because insurance companies do not track all
expenses, taxes or investment income by state and by line. The profit margin and profit total are estimates
calculated with NAIC data, which uses state-specific data where possible and then allocates national data
to the states where necessary. While the report has limitations, we are confident this table provides the
clearest picture possible of the profits earned by insurance companies on personal auto insurance in each
state. *Michigan results are skewed by data reporting anomalies related to the state’s catastrophic claims
association. See AIR 6/17/19 for details. Email bpsullivan@riskinformation.com for a copy if needed.

Warning: Auto Insurance Report is a confidential, copyrighted newsletter for subscribers only.

No part of this publication may be reproduced by any form or means, including photocopying, scan-

ning,

fax or email, without prior permission of the Publisher. For information call (949) 443-0330.


http://bpsullivan@riskinformation.com

Page 4

State Farm

AuUTO INSURANCE REPORT

January 13, 2020

Personal Auto Insurance Profit Margins

Ranked by 2018 Total Profit as a Percent of Direct Premiums Earned

State 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 Avg

1) Oklahoma 15,7 108 6.7 50 97 -28 30 34 -1.7 11 51
2) Vermont 149 124 113 99 11 85 121 6.8 10.7 106 9.8
3) Hawaii 146 109 89 93 144 146 16.6 157 18.2 18.0 14.1
4) Nebraska 144 24 42 71 -34 10 73 -10 6.0 59 44
5) Oregon 128 87 36 35 89 70 65 62 96 76 7.4
6) Ohio 127 90 63 65 80 74 69 51 93 79 79
7) New Hampshire 126 106 94 100 82 77 99 84 118 10.7 9.9
8) Maine 125 983 90 85 52 89 120 105 126 129 10.1
9) Texas 118 24 60 -08 41 42 29 37 83 39 30
10) North Dakota 115 119 20 100 126 9.0 11.3 8.1 10.7 84 95
11) Indiana 114 87 41 43 64 59 61 86 98 49 70
12) Montana 112 95 43 21 16 83 124 76 0.7 105 6.0
13) Wisconsin 110 87 68 74 49 52 64 58 11.0 98 7.7
14) Kansas 10.7 70 35 71 78 48 68 16 100 4.0 6.3
15) New Jersey 102 91 62 74 89 85 62 75 69 -19 6.9
16) West Virginia 10.2 121 6.7 81 113 142 96 84 88 7.8 97
17) Arkansas 102 6.7 35 17 65 65 74 25 57 28 46
18) Minnesota 101 67 64 81 85 51 87 65 72 76 75
19) Massachusetts 101 77 58 38 56 54 68 36 43 25 56
20) Rhode Island 95 64 21 16 45 16 57 11 71 6.4 46
21) Idaho 95 69 39 56 87 75 100 119 135 129 9.0
22) Missouri 94 49 00 29 583 78 13 28 101 6.9 5.1
23) Tennessee 93 60 30 56 80 80 35 -91 39 6.1 44
24) Pennsylvania 92 80 51 40 27 68 70 6.1 89 7.0 6.5
25) lowa 91 61 62 71 47 64 102 42 82 6.9 6.9
26) Kentucky 91 48 -08 14 52 6.0 -01 1.7 0.0 -09 26
27) Delaware 91 38 14 42 6.0 111 56 47 38 38 54
28) Connecticut 90 67 48 59 56 387 6.7 58 105 7.4 6.6
29) Mississippi 90 58 17 35 45 -66 6.6 44 66 50 4.1
30) Washington 86 52 14 22 57 63 71 77 101 8.0 6.2

Warning: Auto Insurance Report is a confidential, copyrighted newsletter for subscribers only.
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Personal Auto Insurance Profit Margins
Ranked by 2018 Total Profit as a Percent of Direct Premiums Earned

State 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 Avg
31) Virginia 85 66 26 54 73 82 56 47 78 58 6.3
32) Arizona 80 45 -04 29 63 48 65 55 51 120 55
33) Dist. of Columbia 78 6.0 16 31 104 145 11.7 111 103 9.2 8.6
34) lllinois 78 63 40 48 58 60 75 72 86 52 6.3
35) New Mexico 73 46 28 42 85 53 59 39 83 10.0 6.1
36) Alabama 72 43 -06 08 37 39 49 07 70 55 37
37) Alaska 71 51 8.1 82 13.3 13,5 125 125 119 10.8 10.3
38) Michigan* 71 13.7 57 127 6.7 -125 -24.0 -37.4 -13.9 -21.6 -6.3
39) Maryland 70 43 07 12 53 91 6.2 41 47 40 4.7
40) South Carolina 6.7 22 41 -18 -03 31 44 -04 37 55 19
41) North Carolina 55 36 11 36 63 73 50 14 61 58 4.6
42) Louisiana 52 16 -157 -1A1 15 20 14 28 7.7 54 07
43) Florida 519 283 11 09 22 70 68 1.7 09 04 28
44) Utah 48 43 -03 1.7 57 38 73 77 112 69 53
45) South Dakota 48 51 37 09 983 -72 53 25 44 72 1.2
46) California 4.7 16 -17 1.7 52 44 44 50 82 83 4.2
47) New York 47 36 27 31 51 76 -13 32 36 26 35
48) Georgia 45 04 58 -36 -03 22 24 24 56 30 06
49) Wyoming 42 58 -02 99 6.7 74 144 -41 61 98 6.0
50) Nevada 41 -08 -49 -27 28 23 35 48 97 57 25
51) Colorado -96 50 -81 -16 -71 04 26 36 86 39 -1.2

United States 76 43 08 31 49 46 39 27 6.1 43 4.2

Note: This table is calculated by Auto Insurance
Report using data provided by the National
Association of Insurance Commissioners. The
NAIC does not endorse any analysis or calcula-
tion based on its data.

It is not possible to provide an exact total of
profits here, because insurers do not track all
expenses, taxes or investment income by state
and by line. The profit margins in this table are
estimates calculated by Auto Insurance Report
using NAIC data, which uses state-specific data
where possible and then allocates national data

to the states where necessary.

While the data has limitations, we are con-
fident this table provides the clearest picture
possible of insurers’ state profits.

*Michigan liability data is skewed each year
by the Michigan Catastrophic Claims Associa-
tion. Michigan’s profit margins are not as good
as the NAIC report suggests for 2015 and 2017,
or as poor over time.

For further information, contact Auto Insur-
ance Report Editor Brian Sullivan at (949) 443-
0330 or bpsullivan@riskinformation.com.
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Personal Auto Liability Profit Margins

Ranked by State 2018 Auto Liability Profit as a Percent of Direct Premiums Earned
2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 Avg

1) Wyoming 19.0 129 11.7 128 129 152 16.7 125 150 104 13.9

2) Hawaii 18.0 109 96 84 159 16.8 172 16.0 19.1 181 15.0

3) Vermont 172 122 101 92 91 90 134 90 84 7.8 105

4) South Dakota 166 124 18 90 86 76 86 97 95 145 938

5) Wisconsin 157 109 80 82 47 60 51 75 137 93 8.9

6) Nebraska 148 107 50 37 60 6.0 98 75 116 72 82

7) New Hampshire 145 102 76 103 6.2 58 92 97 115 96 95

8) Ohio 138 73 46 65 92 80 79 92 99 73 84

9) lowa 13.7 117 42 65 93 8.8 109 128 129 8.8 10.0
10) North Dakota 13.7 138 99 118 155 84 73 98 133 6.3 11.0
11) Idaho 133 79 41 6.5 102 84 104 127 134 128 10.0
12) Oregon 13.3 103 44 31 102 70 59 48 78 55 72
13) Maine 13.3 84 7.4 102 23 9.0 124 109 109 114 96
14) Oklahoma 131 100 49 65 85 56 60 60 46 14 6.6
15) Minnesota 126 85 68 89 94 86 97 92 87 62 8.9
16) West Virginia 126 13.0 11.7 93 137 19.0 114 101 9.7 9.1 120
17) Montana 126 101 71 28 11.1 11.3 13.3 10.0 142 141 10.6
18) Indiana 124 85 32 42 82 80 96 121 97 31 79
19) Pennsylvania 120 82 57 51 74 94 89 107 108 71 85
20) Arkansas 119 61 29 26 71 51 59 80 52 6.1 55
21) Massachusetts 114 65 44 55 46 47 69 75 65 53 6.3
22) New Jersey 102 74 43 61 81 6.1 117 76 41 -99 56
23) Rhode Island 100 53 04 14 43 08 53 02 6.7 45 3.9
24) Delaware 97 16 -04 40 87 139 50 46 32 21 52
25) Connecticut 93 40 22 42 31 12 6.0 6.9 98 57 53
26) Virginia 87 48 28 37 67 84 55 56 80 57 6.0
27) Tennessee 86 59 14 50 74 73 77 38 49 43 56
28) Kentucky 84 27 -19 18 56 60 62 20 -28 -20 26
29) Texas 84 44 -28 -16 27 36 38 38 6.0 42 33
30) Kansas 82 69 30 59 69 79 74 92 106 43 7.0

Warning: Auto Insurance Report is a confidential, copyrighted newsletter for subscribers only.
No part of this publication may be reproduced by any form or means, including photocopying, scan-
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Ranked by State 2018 Auto Liability Profit as a Percent of Direct Premiums Earned
2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 Avg
31) New Mexico 79 69 34 73 100 35 31 -31 44 093 53
32) Michigan* 76 17.3 58 17.1 10.8-20.9 -41.0 -64.0 -29.1 -44.0 -14.0
33) lllinois 75 56 25 42 67 70 104 120 88 27 6.7
34) Missouri 71 56 -19 24 59 69 72 72 109 54 57
35) Arizona 69 24 -22 27 49 33 49 48 107 105 4.9
36) Alabama 68 21 -46 -1.7 383 42 47 48 68 62 33
37) Washington 67 41 -03 04 44 47 56 58 85 6.0 46
38) Maryland 64 21 -07 -06 48 101 54 41 46 23 3.9
39) Alaska 6.3 45 82 58 119 139 125 112 89 72 9.0
40) Mississippi 62 33 -03 20 47 50 59 44 45 27 38
41) Dist. of Columbia 6.0 22 -23 -32 65 130 78 86 74 50 51
42) Colorado 50 1.7 32 -11 01 -10 26 44 101 88 27
43) South Carolina 41 03 -67 -383 00 15 38 22 32 39 0.9
44) Florida 33 24 08 06 18 79 72 -01 -31 -38 1.7
45) California 30 -04 52 -01 45 32 25 41 72 74 26
46) Utah 25 38 -08 06 47 36 65 76 107 59 45
47) New York 24 09 07 29 64 79 91 61 22 -01 38
48) Nevada 16 -31 -74 -52 10 -02 09 11 67 18 -0.3
49) North Carolina 16 -48 -18 -0.3 40 59 30 48 59 46 23
50) Georgia 15 -31-108 -86 -53 -58 -39 -29 -12 -26 -43
51) Louisiana o5 -21 -78 -44 -20 -15 01 0.7 41 12 -1.1
United States 67 40 00 24 50 45 43 28 48 20 37

Note: This table is calculated by Auto Insurance
Report using data provided by the National
Association of Insurance Commissioners.
The NAIC does not endorse any analysis or
calculation based on its data.

It is not possible to provide an exact total
of profits, because insurers do not track all
expenses, taxes or investment income by state
and by line. The profit margins in this table are
estimates calculated by Auto Insurance Report
using NAIC data, which uses state-specific data
where possible and then allocates national data

to the states where necessary.

While the data has limitations, we are
confident this table provides the clearest picture
possible of insurers’ state profits.

*Michigan liability data is skewed by the
Michigan Catastrophic Claims Association. We
are certain Michigan’s after-tax results are not
as good, or bad, as the NAIC report suggests,
and there are likely to be modest profits.

For further information, contact editor
Brian Sullivan at (949) 443-0330 or bpsullivan@
riskinformation.com.
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Personal Auto Physical Damage Profit Margins

Ranked by State 2018 Auto Physical Damage Profit as a Percent of Direct Premiums Earned
2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 Avg

1) Oklahoma 18.8 11.8 9.0 33 11.2-139 -1.1 0.1 -103 0.8 3.0
2) Texas 16.3 -11.1 -9.9 00 58 49 16 36 112 34 26
3) Nebraska 140 -71 35 109 -141 49 43 -11.8 -1.3 41 -0.2
4) Louisiana 13.7 7.9 -29.2 42 75 29 34 6.0 134 114 35
5) Kansas 136 7.2 4.0 84 88 16 6.0 -66 93 3.7 56
6) Vermont 12.7 128 124 107 -73 79 106 4.4 131 13.6 9.1
7) Mississippi 124 8.8 41 55 41-215 75 44 94 79 43
8) Missouri 122 40 22 33 45 91 -63 -28 91 8.7 44
9) Washington 122 72 48 6.2 85 96 10.1 114 132 116 9.5
10) Oregon 11.8 50 1.9 47 61 67 79 92 132 118 7.8
11) Maine 11.5 104 10.7 64 86 88 114 9.7 148 14.6 10.7
12) Ohio 114 111 8.3 66 65 67 55 -04 83 85 73
13) South Carolina 112 50 0.1 06 -08 57 52 -48 46 80 35
14) New Hampshire 10.5 11.0 11.2 9.7 10,5 10.1 105 6.8 12.1 12.0 104
15) Kentucky 103 85 1.3 06 44 57 -133 11 54 1.0 25
16) Tennessee 103 6.3 5.0 62 87 90 -21 -265 25 83 28
17) Nevada 10.2 46 0.7 25 70 79 91 124 156 13.1 8.3
18) Indiana 10.2 89 5.1 47 39 31 12 35 101 7.2 58
19) New Jersey 10.2 127 105 103 111 142 -6.5 7.1 128 142 97
20) Dist. of Columbia 10.1 10.7 6.1 99 148 16.1 16.5 14.2 13.7 139 126
21) Georgia 10.0 6.7 25 44 74 31 111 93 144 97 79
22) Montana 10.0 8.7 -17.1 12 -99 46 111 44 -176 56 0.1
23) Hawaii 10.0 109 78 104 122 111 155 151 16.6 17.8 12.7
24) Arizona 98 76 23 32 84 70 89 64 -25 140 6.5
25) North Carolina 9.8 125 44 83 90 93 78 -833 63 75 72
26) North Dakota 9.7 103 -45 84 102 95 148 6.6 85 103 84
27) Florida 95 20 1.6 19 35 44 57 6.7 108 101 56
28) New York 87 8.5 6.1 32 28 69 -232 -24 64 76 25
29) Rhode Island 87 83 56 1.7 48 33 63 24 79 101 59
30) Utah 86 50 0.7 35 74 41 86 80 120 8.6 6.7

Warning: Auto Insurance Report is a confidential, copyrighted newsletter for subscribers only.
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Personal Auto Physical Damage Profit Margins

Ranked by State 2018 Auto Physical Damage Profit as a Percent of Direct Premiums Earned
2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 Avg

31) Connecticut 86 11.0 94 86 98 79 79 39 115 104 89
32) Massachusetts 85 93 75 16 69 63 64 -22 09 -21 43
33) Virginia 82 89 24 75 81 80 56 35 76 59 6.6
34) Alaska 82 6.0 80 119 156 13.0 123 145 16.7 16.5 123
35) Arkansas 82 73 -43 06 57 81 94 -45 62 -14 35
36) lllinois 82 73 538 56 45 49 36 04 85 85 57
37) Alabama 79 70 41 35 43 37 53 -39 72 48 44
38) Maryland 77 76 26 39 62 74 73 41 48 6.6 58
39) Delaware 74 84 52 50 -02 47 714 47 55 74 55
40) West Virginia 72 11.0 0.5 6.8 80 75 6.9 59 74 56 6.7
41) California 71 40 27 41 61 6.0 71 63 94 95 6.2
42) Minnesota 70 45 61 70 74 03 71 27 50 96 5.7
43) New Mexico 63 08 18 -11 59 85 106 152 143 109 7.3
44) Michigan* 6.0 71 4.9 48 -13 20 35 20 6.8 57 42
45) Pennsylvania 58 76 4.2 26 -39 33 42 -04 6.2 6.7 36
46) Wisconsin 49 57 53 64 51 41 84 32 72 105 6.1
47) lowa 47 0.7 8.1 77 01 38 95 -51 32 48 37
48) Idaho 43 53 34 41 65 6.2 95 108 135 13.0 7.7
49) South Dakota -50 -11 54 -6.6 -26.1-21.2 21 -146 -09 -0.7 -6.9
50) Wyoming -8.0 -0.3 -10.7 73 09 -0.1 122 -21.0 -27 9.2 -1.3
51) Colorado -31.5 -15.1 -152 -22 -179 26 27 26 6.1 -3.5 -7.1

United States 89 45 138 41 47 50 34 24 81 7.7 5A1
Note: This table is calculated by Auto Insurance ~ Where possible and then allocates national data
Report using data provided by the National to the states where necessary.

Association of Insurance Commissioners. While the report has limitations, we are con-
The NAIC does not endorse any analysis or fident this table provides the clearest picture
calculation based on its data. possible of insurers’ state profits. It is particu-

It is not possible to provide an exact total larly effective in measuring changes over time.
of profits, because insurers do not track all *Data issues that affect profit figures for
expenses, taxes or investment income by state Michigan are confined to personal auto liability
and by line. and do not impact physical damage.

The profit margins in this table are estimates For further information, contact editor
calculated by Auto Insurance Repor[ using Brian Sullivan at (949) 443-0330 or bpsullivan@
NAIC data, which uses state-specific data riskinformation.com.
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with an average annual profit margin of 7.9% for
the decade ended 2018, compared to the 3.9%
national average. (See table on page 2.) New
Jersey, once considered a problem market but
now boasting an average 6.9% profit for the de-
cade, and Pennsylvania, at 6.5%, are also strong
performers among large markets.

California — which for many years was a big
driver of national profits — has suffered through
several sub-par years. As auto insurance profits
fell below the national average for four straight
years, the average over the decade fell to the na-
tional average.

At the other end of the spectrum, the poor
10-year results for Colorado (-1.2%), Louisiana
(0.7%) and Georgia (0.6%) demonstrate real
long-term problems.

We always caution that problems with
Michigan data can undermine the accuracy of
the profit numbers, and since Michigan repre-
sents about 4% of national liability premium, the
impact of this data problem can be measurable,
Because of the state’s unique catastrophic claims
system, incurred losses are misleading. The state
is not nearly as troubled as our 10-year average
would suggest. The data problems do not extend
to physical damage.

These tables come from the Report on Prof-
itability by Line by State 2018, recently released
by the NAIC. Though dated, the report is an in-
valuable tool for measuring insurance markets,
especially over time.

The “total profit” numbers have been calcu-
lated by Auto Insurance Report using a formula
previously defined by the NAIC: return on net
worth as a percentage of the ratio of earned pre-
mium to net worth. The NAIC dropped the “total
profit” number long ago, focusing instead on
return on net worth. But we believe return on net
worth is not as easily understood by the public
and is misleading given the high net worth car-
ried by the industry’s many mutual and recipro-
cal competitors. That distortion is seen in our
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comparison of the NAIC’s calculated return on
net worth for auto insurance relative to the For-
tune magazine average for all industries. (See
page 1.) Auto insurance is not nearly as bad an
investment as these figures suggest.

While we recognize that data limitations ex-
ist, we are convinced “total profit” provides the
best possible way to measure insurance lines of
business against other industries. “Total profit”
also works best in public policy debates.

The profit figures shown include underwrit-
ing results and investment gains on both insur-
ance transactions and capital and surplus, taking
into account federal taxes. The goal is to get as
close as possible to the “net income” number so
common to other industries using generally ac-
cepted accounting principles (GAAP). Where
possible, state-specific data is used. Where
necessary, the NAIC allocates data that is only
available on a nationwide basis (such as corpo-
rate overhead and federal taxes) to the individual
states.
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