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Our Research Approach and Goals

* Examine the patterns and trends in Title Insurance Expenses prior to the
issuance of policies, both across companies and over time.

° Identify areas, if possible, where the industry might find ways to reduce costs
(for example, by appropriate uses of new technologies) without reducing the
quality of their service.
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Two Phases—Current Focus on Phase 1
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® Source: Annual Statement Efficiency
data (direct operations) Expenses per policy

‘ Expenses per $1,000 insured

® Business Model Composition

® Goal: Identify drivers of

expenses for direct operations . .
P P Personnel, Outside production

services; as % of total expenses

® Commercial vs Residential
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Data Sources and Analysis

Four largest groups and nine medium-sized companies from 2012 - 2024.
* Expenses examined: Total Expenses Paid, found in Schedule T, line 27.
* Notincluding losses and loss adjustment expenses.

* Only Direct Operations data—not operations through affiliated nor non-affiliated
agents.

* Objective: Examine the market—not individual companies.
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Introduction to the Current Analysis

All dollar values have been inflation-adjusted to January 1, 2024, using the CPI-U
housing in US city average.

Our analysis focuses on:

* Eight companies which are parts of the four largest groups (Fidelity, First
American, Old Republic and Stewart), and

* Nine midsize companies.

All 17 companies have reported relevant data for at least 10 of the 13 study years.
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What Have We Seen So Far

Expenses per policy are increasing for both the largest groups
and medium-sized companies.

* Increasing percentages of commercial policies and commercial
insured amounts may account for increased expenses per policy.
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What's New?

Added 2024 data.

* Creation of a Labor Cost Index (LCI) to describe relative cost of personnel by
company given the states in which they issue policies.

* Examining relationships at the company-year level rather than annual levels
across all companies (greater granularity).

° Based on our analyses of the distributions, using statistical techniques to
identify multivariate relationships.
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Expenses per Policy, Direct Operations, Groups or Midsize,
2012-2024

Expenses per Policy
Direct Operations
Groups cf Midsize

2012-2024

(Median, 25th and 75th Percentiles)
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- Median expenses per policy
are increasing rapidly for the
7050
4 largest groups and slowly
o for midsize companies during
o the period, 2012 — 2024.
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2050 in both categories each year.
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Expenses per $1,000 of Insured Amount, Direct Operations,
Groups or Midsize, 2012-2024 10

Expenses per $1,000 of Insured Amount
Direct Operations
Groups cf Midsize

(Median,253&?:r21c;32t2:Percentiles) Expenses per $1 ’000 Of
6.00 Insured Amount have
550 declined rapidly for the
5.00 largest groups and barely
450 at all for midsize
4.00 companies.

There is substantial
74\ variation in both
categories, more in the
midsize companies.

2012 2014 2016 2018 2020 2022 2024

« ¢ oo Linear (MidSize)
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Developing a Labor Cost Index (LCI)

For the companies in our dataset, we have created a relative LCI for each company,
which adjusts for the relative labor costs associated with title insurance in each
state.

® Labor costs: Average annual wage of Title Examiner, Abstractors and Searchers
(from BLS)

® LClisthe sum of the labor costs in each state weighted by the proportion of
policies issued by a company in that state.
LCl>1-> Company tends to operate in more expensive states.
LCl <1 -> Company operates in less expensive states.
LCl =1 > Company aligns with the national average.
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Developing a Labor Cost Index: Step 1
The Cost of Labor by State (2024)

Source: Academy Calculations, based on
Bureau of Labor Statistics data.
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https://www.bls.gov/oes/tables.htm

Developing a Labor Cost Index (LCI): 2024 Results
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Year
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Mapping the LCI Against Personnel Expenses
(as percentage of total expenses)

For groups, there is
very little apparent
relationship between
LCI and personnel
expenses as a % of
total.

100

50

Personnel as % of Total

For midsize companies,
there is some apparent
= relationship, due mostly
0.7 0.8 0.9 1 11 1.2 13 1.4 1.5 1.6
. to_ the_one company
with virtually $0 in

B Midsize [l Midsize Fit (R?=0.27) [l Groups [l Groups Fit (R*=0.02) personnel eXpenseS.

© 2025 Améicanba'de'éAté‘n.’A TiGts Teserved. T e Ty
May not be reproduced without express permission



Moving From a Bivariate to Multivariate Analysis

®* Parameters we analyzed:
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® Univariate trends = A multivariate linear regression model

Commercial insured amount as a percentage of all

Commercial policies as a percentage of all policies

Personnel expenses as a percentage of total expenses

Search, Examination and Abstract expenses (contracted outside)
as a percentage of total expenses

Other Production Services (contracted outside) as a percentage
of total expenses
Labor Cost Index (LCI)



Impact of Moving from 25th to 75t Percentile as a % of the

Maximum Expense Per Policy 16
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Impact of Moving from 25th to 75t Percentile as a % of the
Maximum Expense Per $1,000 of Amount Insured
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Discussion of Results

While results may still be refined, these takeaways seem secure:

® Companiesincreasing the proportion of their commercial work are increasing
their expenses per policy while slightly decreasing their expenses per $1,000
of insured amount.

® Companies issuing more policies in more expensive states (as measured by
the LCI) experience higher expenses per policy.

® The more services are contracted out, the more a company saves on expenses
vs providing services in-house.
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Next Steps

Prepare a paper extending and summarizing the results presented.

2. Examine data from three states which make data calls for title insurance
agencies available.

3. Work with others to define data which would be most helpful
(e.g. distinguishing expenses by those associated with commercial policies,
those associated with residential policies, and those shared by both).
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Other Academy Resources

Follow the Academy on LinkedIn

Access the Following Resources:

PONTNGENCES

f\-\,”
» ¥

Actuarially Sound
Contingencies [ — } Actuarially Sound [ Actuary Voices J
Magazine ' Blog Podcast
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https://actuary.org/policy-forum/
https://actuary.org/publication/actuary-voices/
https://actuary.org/publication/actuary-voices/
https://www.linkedin.com/company/american-academy-of-actuaries
https://actuary.org/publication/actuarially-sound/
https://actuary.org/publication/actuarially-sound/
https://actuary.org/publication/contingencies/
http://contingencies.org/

Thank you

Questions?

For more information, contact:
Steve Jackson
Director of Research (Public Policy)

sjackson@actuary.org
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