Stochastic Trend Model ( PROSTM™ )

How good is your trend software?

IHA Consultants Inc.

STM ™ Stochastic Trend Model
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Build and Standardize Your Actuarial Toolset

IHA Consultants Inc. has developed the first stochastic trend
model for analysis of claim cost trend analysis (pmpm), claim
severity trend analysis and claim utilization trend analysis.

The PROSTM s capable of performing retrospective analysis as well as
forecasting future trend probability distributions up to 24 maonths for
premium development, forecasting or financial valuation purposes.

Praobability distributions provide a common decision framework for
pricing, financial reporting, forecasting and medical trend. Benefits
include: trend confidence intervals and volatility, seamless integration
of trend into pricing, underwriting, forecasting and financial reporting.
Automate variance analysis of forecast trend, pricing trend and financial
reporting trend. "Close the loop” by continuously incorporating the
|atest trend driver variances into pricing, underwriting and financial
reporting.

Reduce risk to sales/marketing decision process by gaining
management agreement across sales, pricing, actuarial/underwriting
as to prospective profit levels with associated probabilities. Apply
portfolio profitability risk analysis at the firm, lines of business,
group, individual group, ASD and individual lines levels

Be informed and not caught offguard by unexpected trend
increases that were not detected sooner or worse; not detected in time.
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Take the IHA Consultant's trend
software challenge....

Can you connect anywhere,
anyplace, anytime using the Web?

Can you use your PDA, mobile
device, laptop or workstation?

Can complete |0 trend forecasts
every 10 minutes? How about 20
forecasts in 10 minutes?

Can you predict 12 periods? How
about 24 periods?

How about short-term and long-
term trend ranges with
probabilities?

Any sensivity analysis capability?
Trend driver decompaosition into
long-term driver vs short-term

shock available?

Limiting distribution sequence
reporting capability?

How about risk index capability?

Any enterprise risk management
rule capahility?

Integration with reserve and
pricing?



Stochastic Trend Model (PROSTM™ )

IHA Consultants Inc.
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IMAGINE....ceeereereeereeeesessseesasesssnesaenes

Evaluating your book of business from a mean-variance portfolio viewpoint.
Answers at your fingertips for analysts, requlators, rating agencies, etc.

Enterprise Risk Management (ERM) strateqy via incorporating risk tolerance
business rules into the portfolio for pricing, underwriting, forecasting and
financial reporting purposes.

Cast growth in membership vs profitability decisions in terms of profit
probability distributions for individual groups and impact to overall

corporate profit probability distributions. Rather than basing a decision solely
on projected group profitability, incorporate business rules for risk tolerance.

Align department level objectives with corporate level objectives strengthening
communication and relationships between sales/marketing, actuarial/pricing,
underwriting and financial reporting.

For further information about how PROSTM™  can improve and
standardize your actuarial toolset, please contact:

Mark Zanecki ASA, MAAA

IHA Consultants Inc

830 N Pemberton Rd

Bloomfield Hills, Ml 48302

(919) 260-32831

mark.zanecki@ihaconsultants.com  web: www.ihaconsultants.com
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Unique Features - PROSTM ™

Incorporate risk tolerance
into trend assumption using
business rules based on
percentiles of the trend
distribution.

Projected quarterly/monthly trend
probability distributions for
payments, utilization,

average claim or incurred claims.

Long-run trend distribution
as well as short-run trend
distribution.

Quantifies implicit or explicit
margin in terms of probability.

24 month projections are updated
with each financial close enabling
quickest possible error detection
and correction.

Link trend distribution
to underwriting risk index.

Strategically price group
renewals using short-run and
long-run trend probability
distributions and knowledge
if trend change is due to
temporary shock or due to
permanent increase to trend.

Group specific or key account
reporting is significantly
enhanced with updated
probahility projections of
annual expense, cost and
utilization.
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