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BUILDING 
VALUATION:
Why Getting 
It Right Is So 
Important
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CAN YOU SPELL E & O?CAN YOU SPELL E & O?

Copyright 2023 Agency Management Resource Group

AGENDA
• Understand the causes of inflation, with a particular focus on building and reconstruction 

costs

• Examine trends that have developed over the last two years that have changed loss 
exposures for Homeowners

• Discuss what agents can do PROACTIVELY to mitigate some of the negative effects of 
inflation

• Create a plan to minimize agency E&O loss exposures and better serve clients
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Figures lie and liars figure…
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OTHER 
“ONE-OFF” 
PROBLEMS

273,000 open construction jobs at the end of 2021

The Texas deep-freeze in February 2021 – impacting 
construction resins

Hurricane Ida in summer 2021, also impacted plastic 
production

Wildfires and high humidity affecting lumber production

Suez Canal blockage

Shortage of computer chips

Ransomware and hacking incidents
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Since the beginning of COVID
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WHY 
INSURERS 
CARE

“Insurance to value” is an important concept that 
supports the insurance company’s ability to match 
premium to exposures

“Premium leakage” caused by incorrect information such 
as construction class, year built, territory, and protection 
class is a multi-billion-dollar problem for the P&C industry

Agents are the first line of defense in “getting it right”

When information is incorrect, it invites the insurer to 
cancel or non-renew what might otherwise be good 
business
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WHAT’S “FUELING” ALL OF THIS?
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TOTAL CONSTRUCTION SPENDING
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RESIDENTIAL CONSTRUCTION
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WHAT’S AN 
AGENT TO DO?

Communicate

Educate

Elucidate
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COMMUNICATE

• Are you reaching EVERY client 
EVERY year?

• If not, what’s stopping you?
• Will they listen?

• Will they act?
• Are you fishing with a line or a 

net?
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EDUCATE
• What coverage do they THINK they have?

• What coverage do they actually have?
• Replacement cost
• Inflation guard
• Special causes of loss
• Ordinance or law
• Water damage
• Flood
• Earthquake
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ELUCIDATE
Shout it from the rooftops!
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