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Exposure overview
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RMS Loss overview: Windstorm
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Definition

Term

RMS High Definition (HD) Models

Definition

RMS builds HD models using a simulation approach that works at the highest possible resolution and integrates correlation and time-hased simulations

Aggregate Exceedance Probability (AEP)

AEP measures the probability that one or more occurrences will combine in a year to exceed the threshold.

Occurrence Exceedance Probability (OEP)

OEP measures the probability that a single occurrence will exceed a certain threshold.

Average Annual Loss (AAL)

The expected annual loss on a long-term average basis. Mathematically, it is the expected value of the aggregate loss distribution, or alternatively, the area under the AEP curve.

Coefficient of Variation (CV)

The spread of loss around the mean is represented by the coefficient variation, and reflects the secondary uncertainty in the size of loss

Exceedance Probability (EP)

Also known as "Exceeding Probability” or "EP", it is the probability of exceeding specified loss thresholds. In risk analysis, this probability relationship is commonly represented as a curve
(the EP curve) which defines the probability of various levels

Ground Up (GU) Loss

Total amount of loss sustained before deductions, underlying coverages and reinsurance are applied

Gross (GR) Loss

The insurer's or cedant's loss after deductibles, attachment point(s), and limits are applied but before any reinsurance

Ground Up (GU) Loss Cost

Ratio of Ground Up (GU) Loss to exposure

Gross (GR) Loss Cost

Ratio of Gross (GR) Loss to exposure

Per Mille

Parts per thousand. For example, a gross loss cost of 1.00 per mille refers to 0.1%

Post-event Loss Amplification (PLA)

Loss amplification assesses the impact and sensitivity of economic and claims costs that exceed normal expectations on the book of business. In the most severe catastrophes, it
incorporates the increased spatial correlation that can occur in large events as well as the increased volatility in the calculation of uncertainty

High resolution

Adjective referring to data that is at a highly detailed level of geographic definition.

Hazard

A condition that may create or increase the chance of loss from a peril.

Vulnerability

Degree of loss to a system or structure resulting from exposure to a hazard of a given severity.

Coverage The items specifically covered by an insurance policy (e.g., building, contents, business interruption).
The first part of any damage, absorbed or paid by the insured (usually the property owner) before the insurance policy begins to pay. The deductible is separate from any part of the loss
Deductible assigned to the insured because of coinsurance, or losses over insurance limits. Deductibles may apply to location coverage, locations (site), blanket (policy) coverage, or blanket (overall

policy limit), or any combination of these.
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