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U.S. Property/Casualty  

Oklahoma Tornado Ends Modest Cat 
Activity, Highlights Exposure Management

The 2013 U.S. severe thunderstorm and tornado season was off to a slow start, with 
tornado rates running well below long-term averages, when a system of severe 
weather hit Oklahoma on May 19. On the second day of the severe weather, an 

enormous EF-5 tornado decimated the town of Moore, Okla. This tornado followed a 
similar path to the twister that hit Moore in 1999; that storm produced the highest 
wind speeds ever recorded. The May 1999 tornado caused an estimated $2.8 billion of 
damage, of which $1.4 billion was insured.

Initial reports from the scene indicate that damage from the 2013 storm could be 
more extensive than that from the 1999 tornado, with significant destruction of 
homes, automobiles and some commercial properties. It will take some time for 
insured loss estimates to be compiled, but many believe that losses are likely to 
exceed the latest $2.2 billion loss estimate from the EF-5 tornado that struck Joplin, 
Mo. on May 22, 2011. If so, the 2013 Moore event would be the largest tornado loss 
ever for insurers, as well as the largest insured catastrophe event thus far in 2013.

Larger, national insurers with exposure to Oklahoma are well capitalized to absorb the 
financial impact of this type of event. However, smaller, individual, regional companies 
may be impacted negatively, depending on where they write and their degree of risk 
concentration relative to the ultimate path of the storm. It is important to note that 
over the past several years, catastrophe risk management efforts have been underway 
to address these types of losses. In particular, companies have implemented exposure 
management initiatives, percentage deductibles and pricing changes.

While it is too early to determine any ratings impact, A.M. Best doesn’t expect a sig-
nificant number of rating actions as a result of this event. Events such as the Moore, 
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U.S. Tornadoes – Cumulative Annual Trend (2005-2013)
Year-to-date by month, based on preliminary tornado data retrieved from 
National Weather Service local storm reports. 

Source: National Oceanic and Atmospheric Administration (NOAA)
Preliminary tornado data retrieved from National Weather Service local storm reports as of May 21, 2013
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Okla. tornado highlight the importance of ongoing risk management efforts. Although 
this will be a large insured loss, the damage was highly concentrated. Accordingly, the 
effectiveness of exposure/concentration management will play a key role in individual 
companies’ losses.

During the first quarter of 2013, insurers were spared from any major cat events, which 
resulted in A.M. Best survey respondents reporting a 33% decline in total pretax, acci-
dent-year catastrophe-related losses (net of reinsurance and reinstatement premiums). 
During the first quarter of 2013, the second-largest January tornado outbreak since 
1950 and a damaging March derecho event that stretched from Louisiana to South Caro-
lina were offset by a dramatic decline in tornado activity (see exhibit on page 1) and 
only modest damage associated with a powerful February winter storm. This compares 
with first-quarter 2012 activity, which included a rare January tornado outbreak in the 
Central and Eastern United States; a powerful winter storm in February that spawned 
tornadoes in the Midwest; and an onslaught of tornadoes stemming from unsettled 
weather in March.

Dry conditions in connection with the record drought and a dip in the jet stream 
across the West, Midwest and South Central states are thought to be responsible for the 
drop in tornado count. July 2012, the hottest month on record in the United States, saw 
the lowest number of tornadoes for any July on record. The current year recorded the 
fewest March tornadoes since 1978. As of April 2013, the number of EF-1 or higher tor-
nadoes on a trailing 12-month basis was the lowest of any 12-month period since 1954. 
However, a drop in tornado frequency should not minimize the focus put on severe 
storm risk. As with Superstorm Sandy, one high-severity event can quickly bring the 
need for effective risk management back to the forefront.

A.M. Best will continue to monitor the financial impact of the Moore tornado on rated 
entities and will provide updates on ratings as required.


