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Marsh McLennan Agency (MMA)

4
e Division of Marsh McLennan ¢ ‘

Companies (World’s Largest Insurance
Brokerage $23.2B)

» 170+ Locations Nationally

« 10,000+ Associates across 12 Regions
(Nationally)

* Midwest Region
— IL, IN, OH

— 1,000+ associates

Clearw ater, FL
Bouchard

— Construction is our largest practice
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Fostering an Award-Winning Culture
By the Numbers

TO WORK FOR CHICAGO'S
Our company is consistently voted
as a best place to work in the nation WINNER 2023 AND
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The Strength of Marsh McLennan Companies

@ Marsh @3 Mercer

Insurance brokerage, Consulting,
intermediary and outsourcing, investments
risk advisory services and human capital

@ GuyCarpenter @ OliverWyman

Reinsurance and Management consulting and
Risk advisory services advisory services

@ MarshMcLennan
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Midwest Construction Team Overview

80+

Insurance professionals
dedicated to
construction clients

$350M

In premiums
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&

Safety Advocates
dedicated to
Construction

650+

Clients nationwide

60+

Years serving the
construction
industry

OSHA trainings
& in-house safety
team

40+

Workers’ compensation
carriers

100%

Of team has CRIS
designation



Risk management
approach

MMA Midwest has a dedicated
risk management department.
Through this division we have
integrated multiple services into
one cohesive unit.
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Prevention

Management

Positive measurable results
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Insurance Industry

Economic Impact

« 2023 employment — 2.975M

— Second largest employer in IL
* Property & Casualty Premiums - $857 billion
« Property & Casualty Surplus - $1 trillion

« Starbucks pays more for employee health
iInsurance than it pays for coffee

* First known insurance contract was signed in
1347
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« Cannot have a healthy economy without a
healthy insurance industry

— September 11 attacks
— Hurricane Katrina

— Hurricane lan

 For every dollar paid for insurance, $.65 goes
to pay claims = carrier break-even



The Insurance Dollar

Cost drivers (claims) are what drive your costs

* All carriers “develop” past claims to calculate a future projection of losses

 Actuarial calculation required by insurance regulators and part of an insurance
company’s statutory accounting

* Once loss projection is developed, this is called pure premium
— Carriers add G&A expense to develop total premium, G&A is usually 32-35%
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The Insurance Dollar

What about carriers’ investment earnings? Stock market is rising...

 Insurance companies are heavily regulated

* Insurers have been operating in a relatively zero investment return since Great
Financial Crisis

* Rising interest rates since 2022 have had little or no immediate impact

Marsh & McLennan Agency LLC
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The Insurance Market
Hard vs. Soft

Stricter Underwriting
Standards

Reduced Capacity
Fewer Competitors

Higher Premiums

SOFT MARKET

Restricted Coverage

HARD MARKET

Easier Underwriting
Increased Capacity
More Competitors
Lower Premiums

Broader Coverage

Marsh & McLennan Agency LLC

HARD VS. SOFT MARKET CHARACTERISTICS
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The Insurance Market Cycle

On its side, it looks like a snake?

U.S. P&C Rate Changes by Line
YoY rate change; Q1 1999-EOY 20

Recession
Dot Com 9/11 GFC BP Sandy HIM? CA COVID ian
$33BN $198N $728N S4BN S$19BN $92BN  wild- &

fires Ida
$168N

Rate change YoY (%)

15 ) "
‘99 00 01 ‘02 ‘3 ‘04 ‘05 ‘06 07 ‘08 ‘09 ‘10 11 12 13 14 ’15 ‘16 ‘17 18 19 20 ‘21 22 23
—— Commerciallines —— Workers Comp ~— General Liability = Business Interruption —— Employment Practices —— Fidelity, Surety, & Guaranty
— Commercial Auto Commercial Property —— Umbrella/Excess —— Cyber — Flood

1. HurricanesHarvey /Irma / Maria | Notes: Rate changes quoted are on a “same store” basis and do nat account for mix shifts
Source: CIAB Commaercial Market Survey, Oliver Wyman analysis

€ Oliver Wyman 2
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Challenges Facing the Insurance Industry

What's impacting claims

Inflation

Policyholders’ labor shortages

Insurance to Value (ITV)

Supply chain issues

Weather related risks

Social Inflation

Jurisdictional Issues

Reptilian Theory

Health Issues of Workers — Co-morbidities

Reinsurance

arsh & McLennan Agency LLC
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Weather Related Loss Drivers

Population and Asset Growth

Since 1970:
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Track centerline Track boundary
Built-up land: 1985 1980 | 2000 W 2019

Source: German Aerospace Center, National Hurricane Center, US Census Bureau, Swiss Re Institute
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65% - US population growth
217% - Florida population growth
620% - Hurricane lan landfall area population growth



Relnsurance

What is it and how it impacts you

« Reinsurance is an agreement whereby an insurer transfers all or part of a risk to another
Insurer

« At the 1-1-23 reinsurance renewal (most carriers’ treaties renew 1-1), the focus was
property

— Exacerbated by Hurricane lan, which is now approaching $80B in insured losses (over $110B in
economic losses)

* Through 2023, reinsurance started to turn the cover on profitability

» Casualty lines have been poor performing for years

— Auto has seen 48 straight quarters of double-digit rate increases yet it's still unprofitable

Marsh & McLennan Agency LLC 15



Relnsurance

Current State of Affairs

Average annual CAT losses of above $110 billion since 2017, more than double previous 5 years

74% of all global losses come from the US

2023 was first year convective storm losses in US exceeded $50 billion

24 separate $1 billion weather related events

Marsh & McLennan Agency LLC
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Social Inflation

What it is, what’s causing it

 Social inflation refers to ways in which insurers’ claims costs rise over and above general
economic inflation

* People are angrier and more prone and tolerant of litigation
— Gallup Poll — 38% of people are angry

« Soclety trusts businesses less

— 48% of Americans say they have a negative view of business

* The new plaintiff attorneys
— Effectively unionized
— PE/litigation funding
— Reptilian Theory

— New insurance products reduce the risk of going to trial

Marsh & McLennan Agency LLC
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Social Inflation, continued

What it is, what's causing it
 Legislation and state court decisions
— Lack of federal tort reform
— Where tort reform exists, finding loopholes
— Prejudgment interest and attorney fee shifting laws
« Media outlets and social media are having dramatic impact on public opinion
— Many Americans indicate they get their news from Facebook and similar sources

— Social media outlets are all algorithm based, not fact based

Marsh & McLennan Agency LLC
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Social Inflation

The results

US litigation rate has risen for ninth consecutive year in 2021

Business automobile
— Claim costs have increased by $20 billion over 10 years
— Losses grew just 1% annually from 2009-14, but grew 10.9% annually from 2015-19

— Awards and settlements routinely top $10 million; multiple in excess of $100 million
Nuclear verdicts — generally defined as those over $10 million
— Verdicts of $20 million and over rose by 300% in 2019 versus averages from 2001-10

— Johnson & Johnson $8 billion verdict in 2019

arsh & McLennan Agency LLC
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Website
MarshMMA.com

Marsh & McLennan Agency LLC

Contact Us.

Office Locations

Schaumburg, IL
Chicago, IL
Dayton, OH
Dublin, OH

Independence, OH
Loveland, OH

Remote Sales Offices

Atlanta, GA
Jersey City, NJ
Newport Beach, CA
Phoenix, AZ
West Palm Beach, FL
Ft. Lauderdale, FL

Phone
888.429.0999
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MarshMcLennan
Agency

A business of Marsh McLennan

Your future i

~ MarshMMA.com

This document is not intended to be taken as advice regarding any individual situation
LLC shall have no obligation to update this publication and shall have_no liability to yo
contained herein. Any statements concerning actuarial, tax, accounting or lega
relied upon as actuarial, accounting, tax or legal advice, for which you should con
are subject to inherent uncertainty and the analysis could be materially

inaccurate or incomplete or should change. d/b/a in California as Marsh &
Marsh & McLennan Agency LLC. All rights reserved. Marsh

NA




	Slide 1: Insurance and the Construction Industry
	Slide 2: Marsh McLennan Agency (MMA)
	Slide 3: Fostering an Award-Winning Culture
	Slide 4: The Strength of Marsh McLennan Companies
	Slide 5: Midwest Construction Team Overview
	Slide 6: Risk management approach
	Slide 7
	Slide 8: Insurance Industry
	Slide 9: The Insurance Dollar
	Slide 10: The Insurance Dollar
	Slide 11: The Insurance Market
	Slide 12: The Insurance Market Cycle
	Slide 13: Challenges Facing the Insurance Industry
	Slide 14: Weather Related Loss Drivers
	Slide 15: Reinsurance 
	Slide 16: Reinsurance
	Slide 17: Social Inflation
	Slide 18: Social Inflation, continued
	Slide 19: Social Inflation
	Slide 20: Contact Us.
	Slide 21

