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Not having adequate 
reserves can also 
affect their ratings
with AM Best and 
other ratings 
companies.

With a downgraded 
rating, insurers may 
lose customers or 
not attract 
customers because 
of a lack of 
confidence.

If an insurer is

over-reserving,

they are tying up

money that

could be used

for other purposes.

Insurers use reserving to justify their pricing. If they are 
over-reserving, they may be pricing too high and giving 
the competition an edge. If they are under-reserving, they 
may be underpricing their policies and not maintaining 
adequate cash on hand, risking getting downgraded by 
rating companies and losing business.

Having accurate reserving indicates financial 
stability. The insurer will have enough money on 
hand to pay claims, but not so much that they are 
missing out on opportunities by having cash 
unnecessarily tied up in reserves.

BOOM!

KER-
CHING
KER-

CHING

BAM!

Regulatory bodies require 
insurers to have adequate 
reserves to cover claims.
Not having adequate 

reserves (under-reserving)
could lead to penalties 
and fines.
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These graphs depict the actual loss paid on claims.
the top graph exposes the adjuster's reserve inaccuracies, while the bottom graph demonstrates

the ML's highly accurate recommended reserve closely matching the ultimate losses paid on claims.
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Cloverleaf ML
Accurately Predicted 

the Loss and 
Could’ve Helped the 

Carrier Better
Prepare


