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Purpose of your paper: The goal of the paper is to propose a series of methods that combine aspects 

of what is traditionally thought of as “reserving” and “pricing” models, resulting in a unified 

methodology capable of taking into account both exposure and claims characteristics. 

 
Synopsis: Actuarial profession in general insurance has developed two further sub-specialisations in 

reserving and pricing. There is surprisingly little methodological cross-fertilisation between the two 

areas even when both activities are performed by the same person. I t is not uncommon to have a 

simplistic “pricing valuation” carried out and the development factors used to preprocess the inputs 

(or outputs) of much more detailed multivariate models. This approach not only affects the accuracy 

of the final result but also makes sensible statistical validation (e.g. out of time testing) problematic, to 

say nothing of the difficulties the traditional reserving methods have with changes in exposure profile 

or case estimation practices. 

 

In this paper we demonstrate that it is natural to consider both problems together in the framework 

of generalized linear models – a single regression can capture both detailed risk characteristics and 

the development pattern. We begin with a brief review of the regression representation of basic 

chain ladder, introduce some effective tools to handle overparametrisation and discuss under what 

conditions two separate regression models can be combined without affecting their results. We then 

proceed to develop a number of extensions, progressively incorporating claim and exposure 

characteristics. The final framework encompasses a number of standard reserving methods, 

statistical case estimation and risk premium models prov iding a powerful set of tools for detailed 

investigations into portfolio performance. 

 

While the paper is primarily aimed at pricing and portfolio monitoring applications, we hope that it 

will also be of interest to reserving actuaries, offering both a reliable methodology to allocate 

reserves to indiv idual policies and a means of controlling for some of the shortcomings of traditional 

methods. 

 


