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Market Segment Outlook:  
US Commercial Auto
A.M. Best is maintaining a negative outlook on the commercial auto segment for 2018. Despite 
several years of rate increases, adverse development of prior years’ loss reserves continues 
to result in rising calendar-year underwriting losses. As a result, the performance of the 
commercial auto segment has lagged that of other P/C sectors for several years, a trend that 
continued through the third quarter of 2017.

Commercial auto underwriting challenges are being compounded by rising frequency and 
severity of claims. Miles driven has grown at record levels, and driver distraction continues 
to increase. At the same time, rising vehicle repair and medical costs are causing an increase 
in severity, exacerbated by legal tactics that contribute to higher settlements, such as delayed 
reporting of injuries until after extensive medical treatment has been provided.

The industry has responded with a series of substantial rate increases, but it has yet to 
get completely ahead of these trends. The use of more detail-focused underwriting (using 
effective loss control and risk management techniques) and continued rate increases are 
helping to mitigate claims frequency and severity. However, a discernible improvement in 
profitability is unlikely until there is a more significant reduction in accident frequency and 
severity, with improved recent accident years’ results able to compensate for the ongoing 
adverse development of prior years’ loss reserves.

Best’s Market Segment Outlooks
Our market segment outlooks examine the impact of current trends on companies 
operating in particular segments of the insurance industry over the next 12 months. Typical 
factors we would consider include current and forecast economic conditions; the regulatory 
environment and potential changes; emerging product developments; and competitive 
issues that could impact the success of these companies. Best’s ratings take into account the 
manner in which companies manage these factors and trends. 

A Best’s Market Segment Outlook, like a Best’s Credit Rating Outlook for a company, can be 
positive, negative, or stable.

•	 A positive market segment outlook indicates that A.M. Best expects market trends to 
have a positive influence on companies operating in the market over the next 12 months. 
However, a positive outlook for a particular market segment does not mean that outlook 
for all the companies operating in that market segment will be positive.

•	 A negative market segment outlook indicates that A.M. Best expects market trends to 
have a negative influence on companies operating in the market over the next 12 months. 
However, a negative outlook for a particular market segment does not mean that outlook 
for all the companies operating in that market segment will be negative. 

•	 A stable market segment outlook indicates that A.M. Best expects market trends to have a 
neutral influence on companies operating in that market segment over the next 12 months. 

We update our market segment outlooks annually, but may revisit them at any time during 
the year if regulatory, financial, or market conditions warrant. 
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Best’s Financial Strength Rating (FSR): an independent opinion of an 
insurer’s financial strength and ability to meet its ongoing insurance policy 
and contract obligations.  An FSR is not assigned to specific insurance 
policies or contracts. 

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s 
ability to meet its ongoing financial obligations and can be issued on either a 
long- or short-term basis.

Best’s Issue Credit Rating (IR): an independent opinion of credit quality 
assigned to issues that gauges the ability to meet the terms of the obligation 
and can be issued on a long- or short-term basis (obligations with original 
maturities generally less than one year).

Rating Disclosure: Use and Limitations
A Best’s Credit Rating (BCR) is a forward-looking independent and objective 
opinion regarding an insurer’s, issuer’s or financial obligation’s relative 
creditworthiness. The opinion represents a comprehensive analysis consisting 
of a quantitative and qualitative evaluation of balance sheet strength, operating 
performance, business profile, and enterprise risk management or, where 
appropriate, the specific nature and details of a security. Because a BCR is a 
forward-looking opinion as of the date it is released, it cannot be considered as 
a fact or guarantee of future credit quality and therefore cannot be described 
as accurate or inaccurate. A BCR is a relative measure of risk that implies credit 
quality and is assigned using a scale with a defined population of categories and 
notches. Entities or obligations assigned the same BCR symbol developed using 
the same scale, should not be viewed as completely identical in terms of credit 
quality. Alternatively, they are alike in category (or notches within a category), 
but given there is a prescribed progression of categories (and notches) used in 
assigning the ratings of a much larger population of entities or obligations, the 
categories (notches) cannot mirror the precise subtleties of risk that are inherent 
within similarly rated entities or obligations. While a BCR reflects the opinion of 
A.M. Best Rating Services, Inc. (A.M. Best) of relative creditworthiness, it is not an 
indicator or predictor of defined impairment or default probability with respect to 
any specific insurer, issuer or financial obligation. A BCR is not investment advice, 
nor should it be construed as a consulting or advisory service, as such; it is not 
intended to be utilized as a recommendation to purchase, hold or terminate any 
insurance policy, contract, security or any other financial obligation, nor does it 
address the suitability of any particular policy or contract for a specific purpose or 
purchaser. Users of a BCR should not rely on it in making any investment decision; 
however, if used, the BCR must be considered as only one factor. Users must 
make their own evaluation of each investment decision. A BCR opinion is provided 
on an “as is” basis without any expressed or implied warranty. In addition, a BCR 
may be changed, suspended or withdrawn at any time for any reason at the sole 
discretion of A.M. Best.
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