What is Hindsight IBNR? /A ARCHER

(For P&C Insurance) ACTUARIAL

Definition #1

Hindsight IBNR is the amount of IBNR that would have been indicated at
a specific evaluation date if ultimate loss was selected equal to that at the
later evaluation date.

HindSight IBNROId Eval = Ult I'OSSNew Eval Incurred I'OSSOId Eval

Definition #2

Hindsight IBNR equals IBNR at a specific evaluation date, adjusted to
reflect the benefit of hindsight, specifically with respect to the change in
selections of ultimate loss since the original evaluation date.

Hindsight IBNR, 4 .. = IBNR 4 £o + (Ult LOSS .\, £yar - Ut LOSS 14 £yal)

Reconciling the Definitions

In definition #1, substitute the following definition of Incurred Loss, 4,4 :

Incurred Lossy 4 g, = Ult LOSS 4 gva — IBNRg 4 £yal

After doing so, definition #1 easily reconciles to definition #2:

Hindsight IBNR, ;.| = Ult Loss,,, r,. — Incurred Loss,,, ¢,a
= Ult LosSye,, pyal — (Ut LOSS o g o = IBNR g £ 1)

Hindsight IBNR, 4. = IBNRg 4o + (Ult LOSS, ., £ya — UIt LOSS 5 4 £al)

A PDF version of this exhibit is available at https://archeractuarial.com/tools/#H-IBNR




