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Protect

After a fairly long period of stability, 
insurance rates are going up. So what’s 
going on?

You’ve been with the same insurance 
company for years. You’ve never filed 
even a small claim. Then, suddenly, you 
get a notice of a premium increase, and 
it’s not just a little increase. After you 
calm down from cursing your insurance 
company and the insurance industry 
in general, two questions immediately 
come to mind. “Why are my rates 
rising?” and “What can I do about it?”

The heart of the “Why?” question is 
something that’s actually pretty easy 
to understand—miniscule interest 
rates. For almost a decade now, pricing 
for personal auto and particularly for 
homeowner’s insurance has been fairly 
stable. But a few factors have been 
brewing over this time, going largely 

unnoticed by many outside the insurance industry, and 
those factors have now brought insurance companies to a 
point where something has to change.  

For years now, insurance companies have been spending 
huge sums of money (try to watch TV or listen to the 
radio for 15 minutes without seeing 
or hearing an insurance ad) on 
advertising, branding, and name 
recognition, all in a desperate 
attempt to gain market share. At 
the same time, insurance companies 
have attempted to keep their pricing 
as low as possible in order to 
attract new customers. In the past, 
many insurance companies could 
get away with charging inadequate 
rates for a limited time, because 
they could count on making up for 
much of their losses through their 
investment income.

The problem with this business 
model is that ever since the crash of 
the financial markets, and even for some  
time before that, the rates of return that insurance 
companies have been earning on their traditionally 
conservative investments have been extremely low,  
and are now next to nothing.  

Combine that problem with a couple of consecutive 
years of catastrophic weather events over large swaths 
of the country, and the insurance companies have been 
bleeding red ink. After last year’s hurricane season, we 
saw the market reach a turning point where the insurance 
companies began to realize that this situation couldn’t  
go on, and they started taking action by increasing their 
rates and by being more selective about the risks that  
they accept.

So yes, that’s a long-winded explanation, but in a nutshell, 
it’s the main reason why rates are on the increase. Now to 
the second question: “What can I do about it?”

The best advice is the same advice that we’ve given all of 
our clients for over fifty years… Be a smart insurance 
consumer. “Yeah, right,” you say. “That’s a lot easier said 
than done. Did you ever try reading one of those policies?” 
And I’d agree with you. Insurance can be complicated  
and extremely confusing. But the best way to be a  
smart insurance consumer is to make sure you have  
the right agent.

The right agent is going to be working hard on your 

behalf…not just sending you your bill and hoping that you 
will dutifully mail in your check and not ask any questions. 
The right agent is happy to explain your options and to 
show you ways to spend your insurance dollars more 
efficiently. The right agent is constantly on the lookout for 
better ways to obtain the proper protection for you and 
your family while keeping your costs to a minimum.

Some examples of people who have not been smart 
insurance consumers come immediately to mind. We 
find clients coming to us with auto insurance policies 
written to cover loss of wages, but find they’ve been 
retired for years! We see full coverage (comprehensive 
and collision) being carried on cars well over 15 years old. 
We see deductibles written at $250 on homes valued in 
the hundreds of thousands. We see people who own their 
homes outright, but have no personal umbrella policy. 
These are just a few of the situations where we find folks 
just throwing money at a poorly constructed protection 
plan and getting little or nothing of value from their agent 
in return.

That’s why the single most important step in being a smart 
insurance consumer is to seek out an “independent” agent 
who represents a wide variety of insurance companies and 
who isn’t afraid to SHOP for you.  

Insurance companies are becoming very sophisticated in 
figuring out how to give their lowest rates to customers 

who present them with the lowest 
potential risk. The real mystery 
surrounding rates, even for 
insurance professionals like us, is 
trying to figure out the criteria that 
the companies use to determine 
their rates, and if you deal with a 
captive agent, meaning one who 
represents only one insurance 
company, then you won’t have 
anyone working for you to find  
the best rate.

With the level of data-mining 
that insurance companies have 
at their disposal these days, even 
we, the agents, can’t say for sure 
what factors go into determining 

your final rates. Every insurance company is different in 
how it goes about this. We send in the information, and 
each insurance company uses its own “black box” rating 
mechanism (or what they now refer to as “predictive 
modeling”) to price your policy.  

Whether it’s your occupation, the fact that you’re single 
or married, have young drivers at home, have a college 
degree or perhaps a below-average credit score…it’s 
virtually impossible to know which factors any particular 
insurance company is using to determine how much it will 
charge you. So, your solution is to choose an agent who 
will shop a large number of top-rated insurance companies 
for you. This is the best, and certainly the easiest way to 
get a broad look at the marketplace and to find which 
carrier is willing to offer the best combination of coverage, 
service, and price. 

In our newly remodeled office, we have a name for this 
process of analyzing risk, putting together efficient 
options, and shopping for competitive pricing. We call it a 
“Ross Review.” We proactively reach out to our clients and 
prospective clients to offer this service on a regular basis.  

So, when you get your next insurance bill, and you see 
that your premium has gone up, think about the last time 
you heard from YOUR agent. And if that thought brings to 
mind Linda Ronstadt’s “Long, Long Time,” then give us a 
call to set up your Ross Review and to be sure that you’re 
getting the proper coverage at the best price. s
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