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Agenda 



3 
                                                                                     ©2016 AIR WORLDWIDE 

Overview of RMA Rate Changes 
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2015 Breakdown of Industry Liability and Premium 

Reveals Overall Crop Risk by State 

Total Industry Liability: $102.08 B Total Industry Premium: $9.71 B 
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Premium Liability

Rate Study Performed on Top Five Crops Covers 

More than 80% of Total Industry Premium 

Analyzed Crops 

82% of Industry Premium 
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Methodology:  

• Five major crops    corn, soybeans, wheat, cotton, grain sorghum 

• Hypothetical industry book of business  All insurance policies that were written in 2015 

• Constant “price” and “volatility”  Focus on pure change in “premium rates”  

• Assumptions were made about “type,” “practice,” “unit structure,” and “insurance option” to 
build the industry book  The actual result for a specific company could be different 

• “Unit structure” and “insurance option”  assumed based on available historical experience 

Keeping Liabilities, Prices, and Volatility Constant 

Allows Pure Rate Change Analysis 

2015 

Industry 

Book  

Liabilities 
2015 

Liabilities 

2015 

Premiums 

2016 

Premiums 

2015 to 2016 

Change in 

Premium 

Rates 
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Premium Rate Change by State, from 2015 to 2016, 

Reveals Geographic Pattern 
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Premium Rate Change by State, from 2015 to 2016, 

Reveals Crop Specific Pattern 
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Group 1 States Have The Highest Increase in Rates; 

Group 2 States the Lowest 
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Premium Rate Change for Revenue Policies Is  

Most Significant and Is Associated with a Large Liability  
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Premium Rates Have Mostly Decreased for Area Products 

and Increased for Farm-level Products 
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Premium Rates Increase by Coverage Level,  

but Not for All Crops 
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Other External Factors Affect the Change in Final 

Premium Rates 

- Price volatility 

- Change in producers’ choice of coverage level 

- TA and YE options  higher “effective” coverage levels 

- Unit structure  EU vs. OU/BU 

- Crop rotation and varying acreage over time  
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Premium Rates for Corn Would Slightly Decrease with 

Reduced Price Volatility 
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Premium Rates for Soybeans Would Slightly Increase 

with Reduced Price Volatility 
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The final outcome may be 

significantly different 

depending on producers’ 

choice of planted crops and 

policy terms 

Summary 

Unit 
Structure 

Insurance 
Options  

Coverage 
Level 

Type & 
Practice 

 The analysis assumed no change in 

exposure, price, and volatility from one year 

to another 

 The results of this analysis can be used to 

estimate changes in profitability 

 Everything else remaining the same, the 

rate changes are expected to reduce the 

overall industry gross loss ratio (improve 

profitability) for the selected crops by about 

4.3% 

 RMA premium rates are substantially 

affected by potential changes in volatility; 

Reduction in price volatility this year could 

negatively affect U.S.-average premium 

rates by about 8.4%, and corn and 

soybeans rates by about 4.6%, respectively 

Planted 
Crop & 

Acreage 
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Average Percent Change in Premium Rates by Policy Type 

for the Five Major Crops from 2015 to 2016 

State Cat Buy Up Revenue
All Five 
Crops

AL -4.34 -2.51 -0.52 -0.21

AZ 1.82 11.74 6.35 4.49

AR 2.81 3.99 4.23 3.95

CA 1.45 5.34 -3.29 0.51

CO 1.13 5.56 4.02 4.1

DE -2.15 4.04 4.48 4.41

FL 0.19 -6.19 -4.48 -4.14

GA 2.72 1.53 -2.77 -3.53

ID -5.64 0.73 -1.52 -1.32

IL 4.88 10.98 7.8 7.83

IN 2.26 7.35 7.2 7.2

IA -5.68 13.64 7.04 7.08

KS 0.29 1.82 1.92 1.91

KY 2.98 5.73 7.63 7.6

LA -2.07 1.76 2.09 1.85

MD 0.92 4.1 4.85 4.73

MI -2.54 5.15 6.96 6.8

MN -5.51 4.53 6.08 6.05

MS 0.99 2.41 3.55 3.76

MO 0.25 5.25 7.37 7.22

MT -9.01 -6.51 -4.62 -5.03

State Cat Buy Up Revenue
All Five 
Crops

NE 4.15 8.81 6.79 6.87

NV 2.24 -0.21 0.96 0.94

NJ 0.52 2.33 4.12 3.94

NM 2.88 3.68 6.1 5.9

NY -0.75 5.07 8.42 7.57

NC -0.71 2.11 2.65 2.06

ND -0.95 4.46 6.45 6.39

OH -1.63 8.77 8.87 8.86

OK 0.19 -2.5 -0.59 -0.53

OR -3.2 5.25 -4.71 -3.81

PA 0.02 2.77 2.92 2.89

SC -3.04 -1.52 -0.37 -1.38

SD 0.84 2.78 6.17 6.11

TN -0.11 3.97 5.91 5.79

TX 1.7 -2.57 -4.76 -4.08

UT 0.99 -0.85 -3 -1.8

VA 2.63 2.36 2.61 3.27

WA 2.21 -3.34 -2.96 -2.95

WV 0.74 2.63 3.46 3.33

WI -1.93 3 5.08 4.98

WY 2.43 -3.24 -4.16 -3.94

US 0.31 2.34 4.67 4.49
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AIR’s Distributed Rate Change Table for CATRADER 

Differs from the Results We Presented Here 

AIR CATRADER®  

Rate Update 

Results of this 

Study 

Gives cumulative  

rate changes from 

2013 to 2016 

Gives rate changes 

from 2015 to 2016 

Considers all crops 

Considers corn, 

soybeans, wheat, 

cotton, and 

sorghum 
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Impact of RMA Rates on 

CATRADER Results 
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Rate Change Has a Minor Impact on the Post-SRA 

Exceedance Probability Curve 
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Overall Increase in Premium Rates, from 2015 to 2016, 

Decreases Loss Costs in Reinsurance Layers  

Company A   

20 xs 125  
2013 Rates 2015 Rates 

Low 4.0% 4.2% 

Medium 4.8% 5.1% 

High 6.1% 6.3% 
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Low 2.5% 2.7% 

Medium 3.8% 4.0% 

High 5.8% 6.0% 
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How to Incorporate Premium 

Change Table Into CATRADER 



24 
                                                                                     ©2016 AIR WORLDWIDE 

Step 1: Log-In to Client Site 
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Step 2: Retrieve Excel Table from AIR Website 
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Step 3: Download Excel Table 
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Step 4: Open File and Log-In to CATRADER 
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Step 5: Select Tools | U.S. MPCI Settings from the 

Top Menu Bar  
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Step 6: Click in the Alabama BuyUp Cell to Make 

This the Active Cell 
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Step 7: Copy Data from Excel Spreadsheet 
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Step 8: Right Click and Select Paste from the 

Drop-Down Menu 
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- Open Excel file; this contains the 

US_MPCI_PremiumRates_2016.xlsx spreadsheet 

- In the spreadsheet; copy the premium rate values in cells 

B2-D52 

- In CATRADER: 

• Select Tools | U.S. MPCI Settings from the top menu bar. 

• In the U.S. MPCI Settings dialog click the tab "Modify Industry 

Premium" 

• Click in the Alabama BuyUp cell to make this the active cell 

• Right click and select Paste from the drop-down menu 

• Click Save then Close to apply your updates 

 

Summary:  How to Incorporate Into CATRADER 

Note:  

Users are advised to apply CATRADER 17.0.1/17.1.1 Crop Update, also 

available on our client website, to ensure accurate results.  
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http://airww.co/CropSymp16 
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End of Webinar 


