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introduction
Purpose and Scope
• �The purpose of this publication is to analyse the large claims for Motor Third Party Liability for Cyprus and provide a 
forecast for 2017 year.

• �Large Claims in Motor Third Party Liability are considered very important in setting the original rates as well as deciding 
on the reinsurance structure.

• The analysis considers all types of motor vehicles in aggregate.

Data
• �The data used for this analysis is taken from 9 Companies with around 400,000 vehicles representing a significant proportion 
(excess of 70%) of the Cyprus Motor Insurance market.

• The data used is taken from the last 20 years of experience of each Company, where available.
• The data is as at 30/9/16.
• Information for 2016 represents 9 months of data.

Definitions
• �The threshold for large claims for the purpose of this analysis is the ultimate estimated total cost of claims of €180,000.
• �Exposure represents the earned exposure during the period, either as vehicle-years or an estimate of this measure.
• �Frequency represents the number of (ultimate) claims over the threshold divided by the exposure.
• �Claims incurred represents the total cost of claims (paid + outstanding), either as with or without development to ultimate 

and application of inflation.
• �Severity represents the average cost per claim, as the claims incurred divided by the number of claims.
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• �Restimator ® software was used to project the open 
claims to ultimate using actuarial methodologies.

• �Ultifit ® software was used to fit 24 theoretical distribu-
tions to the derived empirical samples of the loss severity 
data.

• �The Maximum likelihood method was used for curve 
fitting. Goodness of fit tests like Kolmogorov and Least-
squares criteria were performed for the selection of the 
distribution. The assessment of goodness of fit was sup-
ported also by pp-plots.

The modelling approach has involved the following steps:

modelling approach

• �Modelling of alternative reinsurance solutions using 
Risk Explorer ™ software.

• �100,000 simulations on the selected frequency and se-
verity distributions were performed to simulate the 
aggregate losses for 2017 and compare the different 
reinsurance solutions.

The results analysis includes the following:
• �Full distribution of aggregate gross results. 
• �Expected loss/recoveries from reinsurance lay-

ers for various deductibles.
• �VAR @99.5% cost/recoveries from reinsurance 
layers for various deductibles. 
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historic analysis of large MTPL claims
The historic frequency and severity of large MTPL claims (over €180,000) 
is illustrated in the graphs below:

• The frequency is calculated per 1,000 vehicles. 

• The exposure for 2016 represents 9 months of data.

• �The weighted average historic frequency is estimated as around 4 large 
claims per 1,000 vehicles.  However, there is evidence that the frequency 
has been decreasing over the years.

• �The severity is calculated as the average cost per claim.  The open claims 
are developed to ultimate using actuarial methodologies which depend 
on the circumstances of each Company.

• �The average historic cost of claims over €180,000  is estimated as around  
€0.5m (€0.4m over the last 10 years). However, there is evidence that 
the severity has been decreasing over the years.
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gross results
The projected gross aggregate claims experience for MTPL 
large claims in 2017 is analysed below:

• �The aggregate distributions of gross MTPL large claims describes the 
overall experience per 50k vehicles.

• �The Exceedance Probability Distribution of gross MTPL large claims 
(per 50k vehicles) describes the probability of total large claims experi-
ence exceeding various amounts in 2017.

Example 1:
▶ �There is 87% probability for claims over €180,000 per 50k vehicles 

and 13% probability for no such claims.

Example 2:
▶� There is 28% probability for total claims over €1m per 50k vehicles.

Probability	
  Distribu.on	
  Func.on	
  



• �The 1st set of Reinsurance curves describe the expected loss / recoveries from 
reinsurance layers for various deductibles.  

  The upper limit is €1m for all deductibles.  AAL = 4 x line.

• �Two sets of reinsurance curves are provided. One without AAD and one with 
AAD.  The AAD amount is equal to the amount of the deductible.

• �The 2nd set of Reinsurance curves describe the VAR @ 99.5% cost / recoveries 
from reinsurance layers for various deductibles.  

• �The Reinsurance curves (with and without AAD) describe the  VAR @ 99.5% cost /
recoveries from reinsurance layers for various deductibles. The upper limit is €1m 
for all deductibles.  AAL = 4 x line.
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reinsurance results
The projected claims experience to the 1st XL Layer for various 
options per 50k vehicles is analysed below:
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Recommendations
Based on the analysis performed we recommend the following:

There is 
significant probability 

and volatility for large losses 
and thus Companies 
should ensure that

 they have 
adequate reinsurance 

protection.

There is evidence 
of an improvement 
in large loss claims 

experience, 
so Companies who can 

produce an analysis which 
justifies this improvement 

could benefit from 
reduced 

reinsurance rates.

Companies 
should optimize 

their reinsurance structures 
by considering indicators 
of profitability, risk, cost, 

economic capital 
and Solvency II Capital.

Claims experience 
varies significantly 

between Companies 
and thus Companies 

should perform an analysis 
based on their own results

 in conjunction 
with the market 

experience.
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Disclaimer
This present report/publication and any attachment is strictly confidential and may contain copyright and/or legally privileged information. It may be read, 
copied and used only by the intended recipient. The purpose of this report/publication and all attachments thereto is purely and merely informatory and 
do not constitute and should not be construed as professional advice and no person or legal entity, whether the intended recipient or not, must rely on 
the notes, figures, information, forecasts, opinions or context of these. If any person or legal entity chooses to rely on the information depicted on these 
flyers or attachments and makes a business or financial decision based on these, it is doing so under the irrevocable and uncontestable provision that all 
liabilities and/or costs incurred as a result of wrongful opinion or relying upon such or any business related decisions and initiatives which may be pos-
sibly erroneous, shall be solely borne by such person or legal entity, who by virtue of these presents fully and irreversibly release the Company from any 
damages (indicatively actual, consequential, direct, indirect etc.), fault, liability or overall misconduct, whether wilful or not. If you are not the intended 
recipient, you are hereby notified that any dissemination, distribution or copying of this communication is strictly prohibited.  If you received this report/
publication and any attachments thereto by accident, please notify the sender immediately and destroy this report/publication, any attachment and all 
copies. Security and reliability of report/publication not guaranteed.  In addition, no liability or responsibility is accepted for any reason whatsoever and it 
is your responsibility to review the validity, correctness, promptness and accuracy of the report/publication and all attachments. This report/analysis does 
not fall within the scope of any professional guidance/requirements of any regulator, professional body, standards setting board, or otherwise.
This report/publication and all attachments have been developed and finalised by any of the employees or Members of the Board of Directors or exter-
nal consultants of Matrix Insurance & Reinsurance Brokers S.A. Registered in Greece at 61 Akadimias Str., 106 79 Athens. For more information about 
Matrix Insurance & Reinsurance Brokers S.A. please visit www.matrix-brokers.com
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