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Goal: Compare the consistency of insurer ratings assigned by Demotech to ratings of A M Best. 
 
Methods: Conditional probabilistic methods to establish correlation to establish a correlation 

between and among A. M. Best’s published ratings to specific carriers that are also 
co-rated by Demotech, who uses a different scale. 

 
Output: The following statistical Contingency Table was the ultimate output of the analysis: 
 

 AMB Classification 
Demotech A++ A+ A A- B++ B+ B B- C Totals 
A'' 0 265 75 60 0 0 0 0 0 400 
A' 0 5 40 75 35 5 15 10 5 190 
A 5 10 5 85 60 85 30 15 0 295 
Totals 5 280 120 220 95 90 45 25 5 885 

 
Author: The report was prepared by Richard P. Vento, Retired Faculty, Columbus State 

Community College.  Masters, Nuclear Physics. 
 
Demotech’s observations: 
 

Demotech 
A. M. Best Rating at its A or better % 

A- or better  625 70.60% 
B++ or better 720 81.30% 
B+ or better  810 91.50% 
B or below 75 8.50% 
Population 885 

 
Although more than 70% of the population rated A or better by Demotech, Inc. was rated A- or 
better, A. M. Best rated 29.4% of the insurers below A-.  However, 91.5% of the population rated 
A or better by Demotech was rated Secure, B+ or better, by A. M. Best.  Why the difference? 
 
A review of the dual rated carriers indicated that those rated A or better by Demotech yet rated B 
or below by A. M. Best were smaller, mutual insurers.  The Kaminski study, 1999, demonstrated 
statistically that smaller, mutual carriers were likely to be disadvantaged by A. M. Best’s rating 
process while Demotech, Inc. did not directly factor corporate structure and size into its ratings.  
Accordingly, Demotech believes that the outliers in this analysis by R-CORE, LLC are due to the 
bias of A. M. Best toward size and corporate structure, as demonstrated by Kaminski. 
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