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Insurance Glossary A territory factor, also known as a location factor or territorial rating, is a component of insurance pricing that adjusts premiums based on the geographic location of the insured risk. Insurance companies use territory factors to account for the varying levels of risk associated with different locations.Here’s how territory factors
workRisk Assessment by Location: Insurers analyze various risk factors associated with different geographic areas, including:Crime rates: Higher crime rates in certain areas can increase the risk of theft or vandalism.Natural disasters: Areas prone to hurricanes, earthquakes, floods, or wildfires have a higher risk of property damage.Traffic density:
Urban areas with high traffic density may have a greater risk of auto accidents.Cost of living: Areas with a higher cost of living may have higher costs for repairs or medical expenses.Population density: Densely populated areas may have a higher risk of fire or other hazards.Territory Factor Calculation: Based on the risk assessment, insurers assign
territory factors to different geographic areas. These factors are typically multipliers that are applied to the base rate to adjust the premium.Premium Adjustment: The territory factor can either increase or decrease the premium, depending on the level of risk associated with the location.Higher Risk Areas: Locations with higher risk factors will have
higher territory factors, resulting in higher premiums.Lower Risk Areas: Locations with lower risk factors will have lower territory factors, resulting in lower premiums.ExampleAn auto insurance company might use territory factors to adjust premiums for drivers in different zip codes. Drivers in urban areas with high traffic density and higher rates of
accidents may pay higher premiums than drivers in rural areas with lower traffic density.Global PerspectiveTerritory factors are a common component of insurance pricing in many countries around the world. Insurers use them to reflect the varying levels of risk associated with different geographic locations, ensuring that premiums accurately reflect
the likelihood and potential severity of losses in each area.Territory factors are an important consideration for individuals and businesses when comparing insurance quotes. The location of your property or business can significantly affect your insurance premium, so it’s essential to understand how territory factors are used in your area and how they
may impact your insurance costs. In order to continue enjoying our site, we ask that you confirm your identity as a human. Thank you very much for your cooperation. Provided by State Farm® Editorial Team Learn how car insurance is calculated, what factors affect your rates and what you can do to help lower costs. We’ll start by discussing how car
insurance rates are calculated. And then we’ll take a closer look at why factors like your age and location can influence the price you pay. How do car insurance companies determine rates? Car insurance rates are generally determined by assessing the amount of risk being insured by the policy. Risk is calculated by using the probability of a
particular event occurring and the potential impact of that event. Probability - This refers to the likelihood of a specific event happening based on historical data. For example: to determine the probability of a car accident, factors like your age, location and your driving behavior could be used to estimate the likelihood of being in an accident. Impact -
This refers to the consequences or severity of the event if it were to occur. For example: the severity of a car accident could be measured in terms of property damage, personal injuries and financial loss. By considering the probability and impact of certain events, car insurance companies can assess the amount of risk being insured and adjust their
rates accordingly. Typically, higher risk = higher rates, and lower risk = lower rates. Want to protect your car? Factors that affect car insurance rates Here are some common factors used by many companies as they tend to be reliable indicators of risk: Age Your age is important because it helps companies estimate how many accidents you could
potentially have due to the strong correlation between driving age and accidents. You may have lower rates when you’'re between the ages of 25 and 65 because drivers in that age range tend to have fewer accidents overall. On the other hand, you might have higher rates when you’re under 25 or over 65 because of the increased likelihood of having
accidents and sustaining injuries. Location Where you live can influence how often you’ll be exposed to potential risks such as accidents, theft and vandalism. The more risks you could be exposed to, the higher your rates may be. For example, your rates will typically be higher if you live in an area with heavy traffic and potentially more risks vs. an
area with less traffic and fewer risks. Driving record Your driving record is a significant factor because it can indicate how likely you are to engage in risky driving behavior. For instance, having several speeding tickets on your record will likely result in higher rates as it indicates there’s a higher amount of risk to insure. On the other hand, having a
clean driving record can help keep your rates down because it demonstrates that you’re a responsible driver with safe driving habits. Claims history Your claims history is a notable factor because it can be a good indicator of your likelihood of having claims in the future. The more claims you have on your record, the higher your rates could be. Which
means the fewer claims you have on your record, the better chance you’ll have of keeping your rates down. How often you drive The amount of driving you do is a key factor because it affects your likelihood of being involved in an accident. Driving less frequently means you’'re less likely to be exposed to risk, so your rates will be lower if you drive a
few miles per week compared to if you drive 2 hours a day, 5 days a week. Credit score Most states allow insurers to review credit information. Your credit characteristics are relevant because it can impact your credit-based insurance score, which is one of the factors many companies use when assessing your risk. A low credit-based insurance score
will often result in higher rates because it correlates to a higher likelihood of losses. Vehicle Your vehicle will determine the estimated cost of claims repair or replacement. Generally, the higher the cost, the higher your rates will be as a result. Some features such as anti-lock brakes and anti-theft devices may help reduce your rates; however, it’s
important to note that others, such as advanced safety features with sensors for crash avoidance, might increase your rates since they rely on technology that’s often more expensive to repair or replace than their traditional counterparts. Your policy coverages, limits and deductibles These last three factors can give you more control over your rates
because the impact they have depends on the amounts you choose. Most states require a minimum amount of coverage, but beyond that, it’s up to you to select the coverages needed to help protect your asset(s) and exposure. Coverage - This refers to the types of losses that are included in your insurance policy. For example: collision coverage helps
pay to repair or replace your vehicle if it collides with another vehicle or object. Whereas comprehensive coverage helps pay to repair or replace your vehicle if it's damaged by something other than a collision, such as theft, fire or vandalism. Limit - This is the maximum amount of money an insurance policy will pay for the covered losses or damages.
Deductible - This is the amount of money you pay out of pocket before an insurance company helps cover costs, up to the coverage limit. How can I lower my car insurance rates? Now that we’ve discussed the main factors that can affect your amount of risk, let’s explore some ways you may be able to help lower your car insurance rates: Maintain a
good driving record. Having a good driving record is a way to help lower your rates. If you're a good driver, you could save up to 30%footnote 1 using Drive Safe & Save® in the State Farm appfootnote 2. Practice safe driving habits. There are plenty of reasons to drive safely, but saving money is an especially good one. The Steer Clear® appfootnote
3 offers drivers under 25 a way to earn savings on auto insurance and improve their driving skills. Take advantage of discounts. Find out if you’'re eligible for one of the many discounts State Farm® offers. Maintain good credit. You can help keep your rates lower by maintaining good credit characteristics and being financially responsible. Consider
bundling.footnote 4 Learn about bundling your insurance policies, such as your car, home and life insurance. By doing so, you may qualify for some savings. Think about adjusting your policy coverages, limits or deductibles. Opting for a higher deductible can help reduce your rates, but keep in mind you’ll pay more out-of-pocket in the event of a loss.
Consider dropping coverages you may no longer need. If you have an older vehicle, you may choose to look at opting out of things like comprehensive coverage, collision coverage, roadside assistance or rental reimbursement. Want more information? Consider talking to an agent! Your local State Farm agent can help explain the different types of
coverages and options available to you and help you create a personalized plan that makes the most sense for your situation. Now that you have learned about some of the factors that affect car insurance rates, you may want to learn more about information to include on auto insurance applications, the cost of car insurance fraud or what to do after a
hit and run. Provided by State Farm® Editorial Team Learn how car insurance is calculated, what factors affect your rates and what you can do to help lower costs. We’ll start by discussing how car insurance rates are calculated. And then we’ll take a closer look at why factors like your age and location can influence the price you pay. How do car
insurance companies determine rates? Car insurance rates are generally determined by assessing the amount of risk being insured by the policy. Risk is calculated by using the probability of a particular event occurring and the potential impact of that event. Probability - This refers to the likelihood of a specific event happening based on historical
data. For example: to determine the probability of a car accident, factors like your age, location and your driving behavior could be used to estimate the likelihood of being in an accident. Impact - This refers to the consequences or severity of the event if it were to occur. For example: the severity of a car accident could be measured in terms of
property damage, personal injuries and financial loss. By considering the probability and impact of certain events, car insurance companies can assess the amount of risk being insured and adjust their rates accordingly. Typically, higher risk = higher rates, and lower risk = lower rates. Want to protect your car? Factors that affect car insurance rates
Here are some common factors used by many companies as they tend to be reliable indicators of risk: Age Your age is important because it helps companies estimate how many accidents you could potentially have due to the strong correlation between driving age and accidents. You may have lower rates when you’re between the ages of 25 and 65
because drivers in that age range tend to have fewer accidents overall. On the other hand, you might have higher rates when you’re under 25 or over 65 because of the increased likelihood of having accidents and sustaining injuries. Location Where you live can influence how often you’ll be exposed to potential risks such as accidents, theft and
vandalism. The more risks you could be exposed to, the higher your rates may be. For example, your rates will typically be higher if you live in an area with heavy traffic and potentially more risks vs. an area with less traffic and fewer risks. Driving record Your driving record is a significant factor because it can indicate how likely you are to engage in
risky driving behavior. For instance, having several speeding tickets on your record will likely result in higher rates as it indicates there’s a higher amount of risk to insure. On the other hand, having a clean driving record can help keep your rates down because it demonstrates that you're a responsible driver with safe driving habits. Claims history
Your claims history is a notable factor because it can be a good indicator of your likelihood of having claims in the future. The more claims you have on your record, the higher your rates could be. Which means the fewer claims you have on your record, the better chance you’ll have of keeping your rates down. How often you drive The amount of
driving you do is a key factor because it affects your likelihood of being involved in an accident. Driving less frequently means you’re less likely to be exposed to risk, so your rates will be lower if you drive a few miles per week compared to if you drive 2 hours a day, 5 days a week. Credit score Most states allow insurers to review credit information.
Your credit characteristics are relevant because it can impact your credit-based insurance score, which is one of the factors many companies use when assessing your risk. A low credit-based insurance score will often result in higher rates because it correlates to a higher likelihood of losses. Vehicle Your vehicle will determine the estimated cost of
claims repair or replacement. Generally, the higher the cost, the higher your rates will be as a result. Some features such as anti-lock brakes and anti-theft devices may help reduce your rates; however, it’s important to note that others, such as advanced safety features with sensors for crash avoidance, might increase your rates since they rely on
technology that’s often more expensive to repair or replace than their traditional counterparts. Your policy coverages, limits and deductibles These last three factors can give you more control over your rates because the impact they have depends on the amounts you choose. Most states require a minimum amount of coverage, but beyond that, it’s up
to you to select the coverages needed to help protect your asset(s) and exposure. Coverage - This refers to the types of losses that are included in your insurance policy. For example: collision coverage helps pay to repair or replace your vehicle if it collides with another vehicle or object. Whereas comprehensive coverage helps pay to repair or replace
your vehicle if it's damaged by something other than a collision, such as theft, fire or vandalism. Limit - This is the maximum amount of money an insurance policy will pay for the covered losses or damages. Deductible - This is the amount of money you pay out of pocket before an insurance company helps cover costs, up to the coverage limit. How
can I lower my car insurance rates? Now that we’ve discussed the main factors that can affect your amount of risk, let’s explore some ways you may be able to help lower your car insurance rates: Maintain a good driving record. Having a good driving record is a way to help lower your rates. If you’'re a good driver, you could save up to 30%footnote 1
using Drive Safe & Save® in the State Farm appfootnote 2. Practice safe driving habits. There are plenty of reasons to drive safely, but saving money is an especially good one. The Steer Clear® appfootnote 3 offers drivers under 25 a way to earn savings on auto insurance and improve their driving skills. Take advantage of discounts. Find out if
you're eligible for one of the many discounts State Farm® offers. Maintain good credit. You can help keep your rates lower by maintaining good credit characteristics and being financially responsible. Consider bundling.footnote 4 Learn about bundling your insurance policies, such as your car, home and life insurance. By doing so, you may qualify for
some savings. Think about adjusting your policy coverages, limits or deductibles. Opting for a higher deductible can help reduce your rates, but keep in mind you’ll pay more out-of-pocket in the event of a loss. Consider dropping coverages you may no longer need. If you have an older vehicle, you may choose to look at opting out of things like
comprehensive coverage, collision coverage, roadside assistance or rental reimbursement. Want more information? Consider talking to an agent! Your local State Farm agent can help explain the different types of coverages and options available to you and help you create a personalized plan that makes the most sense for your situation. Now that you
have learned about some of the factors that affect car insurance rates, you may want to learn more about information to include on auto insurance applications, the cost of car insurance fraud or what to do after a hit and run. From your age and your driving record to your marital status and your credit score, there are many factors that play a role in
determining your auto insurance rate, and your location is an important one. Your place of residence has a significant effect on your car insurance premium, because insurance companies examine data that determines which areas residents are most likely to file claims. These types of claims fall into two categories: claims arising from an auto
accident, and claims resulting from vandalism or theft of your vehicle. Generally speaking, insurance companies calculate your likelihood of an auto accident based on the county or state in which you live, and calculate your risk of vehicle theft or vandalism based on the city or neighborhood in which you live. Here’s why: In terms of auto accidents,
you typically get into an accident while your car is moving, and you likely drive at least several miles each day. As you drive, you encounter other vehicles that have and continue to travel a certain number of miles each day as well. In other words, your odds of being involved in an auto accident depend on what’s happening on all of the roads on which
you travel. On the other hand, car theft and vandalism typically occur while a vehicle is parked, so the location in which your park your car plays the most important role in calculating your odds of theft or vandalism. You may hear people say that you’ll pay higher car insurance rates if you rise in a city as opposed to a rural area, but it actually isn’t
that simple. Although it’s true that several of the states with the lowest average auto insurance rates - Vermont, South Carolina and Maine - are predominantly rural with few large urban areas, two of the states with the highest average rates - Oklahoma and Montana - are also largely rural. What Causes High Car Insurance Rates in Rural Areas?
With wide open spaces and a small population, why would a state like Montana have higher than average car insurance rates? You may think this can be attributed to the famous no-speed-limit highways the state once had, but this is not the case. Instead, it’s because Montana residents, like those in many other rural states, travel relatively long
distances as part of their daily routine, and more time on the road means a greater likelihood of an auto accident. In other states, like Mississippi, a high percentage of uninsured drivers cause auto insurance rates to increase. Considering that fewer people have insurance relative to the state’s population, insurance companies have to charge higher
premiums to help cover the higher expenses associated with accidents. In addition to long traveling distances and high percentages of uninsured drivers, weather, treacherous roadways, and relatively high percentages of drunk drivers represent several other factors that affect car insurance rates. In Oklahoma’s case, the state’s frequent hail storms
that leave vehicles full of dents can explain the relatively high auto insurance rates, since many vehicle owners rely on their insurance company to cover the damage. City Living: Should you Move? It likely wouldn’t make sense for you to move to another state just to save money on your car insurance, but if you're open to relocating within the same
city you may be able to reduce your rate. If your neighborhood is prone to car theft, for instance, you’re probably paying more for your car insurance than you would if you lived in a quieter, suburban neighborhood. If you’d rather remain in your current neighborhood, here are a couple of ways you can try to reduce your rates: If you normally park on
the street, you may be able to reduce your rates slightly by parking in a locked garage instead. If your car contains theft-deterrent equipment, you may save a small percentage on your premium. If it doesn’t contain this type of equipment and you’re living in a relatively theft-prone area, consider having it installed as both a safety precaution and as a
way to save on your insurance over the long term. Your location is just one of the many factors that affect car insurance rates, and insurance companies differ in regard to how they weigh all of these determining factors. At Eaton & Berube, our agents work with more than 20 reputable insurance companies and will ensure that you're getting the best
possible deal on your auto insurance, regardless of where you live. To get a free quote for New Hampshire auto insurance, please call us today at 603-882-2766 or click below to submit our online quote form. For additional information about insurance coverage and valuable safety resources, please subscribe to our blog or contact us. Location
significantly influences property and casualty insurance rates, and this includes variations in state guidelines. Each state has its own set of insurance regulations, which can impact coverage requirements, policy options, and pricing. In this blog, we will explore how location affects insurance rates, factors insurers consider when assessing risk based
on location, and the importance of understanding state-specific guidelines when securing property and casualty insurance. Geographical Risk Factors and State Variations: While geographical risk factors like climate, natural disasters, and crime rates affect insurance rates, it’s important to note that state guidelines can also play a role. Here are a few
examples of how state variations can impact property and casualty insurance rates: Minimum Coverage Requirements: Each state establishes its own minimum coverage requirements for auto and property insurance. These requirements can differ, impacting the cost of insurance premiums. For example, states with higher minimum liability limits may
have higher rates compared to those with lower requirements. Legal and Liability Factors: State laws regarding liability, negligence, and insurance claims can vary. Differences in tort systems (such as no-fault or fault-based systems) can influence the likelihood of lawsuits and affect insurance rates accordingly. Building Codes and Regulations: State
building codes and regulations can vary, influencing construction standards and resilience against natural disasters. Properties built to higher standards may have lower insurance rates due to reduced risk. Catastrophic Risks: States prone to specific catastrophic risks, such as hurricanes, earthquakes, or wildfires, may have unique insurance
guidelines and coverage options. These variations can impact rates to account for the increased risks associated with specific geographical areas. Navigating State Guidelines: Understanding state-specific insurance guidelines is crucial when securing property and casualty insurance. Here’s why it matters: Compliance: Complying with state-
mandated minimum coverage requirements ensures that you meet legal obligations. Failing to meet these requirements can lead to penalties or the denial of claims. Adequate Coverage: State guidelines may outline specific coverage requirements or recommendations based on unique risks within the state. Understanding these guidelines helps
ensure you have the right coverage to protect against state-specific risks. Policy Options: State variations can affect the availability of certain coverage options. Familiarizing yourself with state guidelines helps you explore available policy options and make informed decisions that align with your needs and budget. Importance of Location Analysis:
Analyzing the effects of location on property and casualty insurance rates is crucial when securing insurance coverage. Here’s why it matters: Budgeting: Understanding how location influences insurance rates helps you plan and budget for insurance costs. It allows you to anticipate potential premium variations and make informed decisions. Risk
Mitigation: Recognizing location-related risks enables you to take proactive steps to mitigate them. Installing security systems, reinforcing properties against natural disasters, or implementing safety measures can help reduce risks and potentially lower insurance rates. Coverage Adequacy: By assessing location-specific risks, you can ensure that
your insurance coverage adequately protects you against potential hazards. This involves understanding the terms, limitations, and exclusions of your policy to address specific risks associated with your location. Insurance Provider Selection: Different insurance providers may have varying risk assessments and pricing models for different locations.
By comparing quotes and policies from multiple insurers, you can find the best coverage and rates tailored to your specific location. When considering property and casualty insurance rates, it’s essential to understand that location encompasses not only geographical risk factors but also variations in state guidelines. State-specific regulations can
impact coverage requirements, policy options, and pricing. By understanding these guidelines, you can ensure compliance, obtain adequate coverage, and make informed decisions that protect your assets. Partnering with knowledgeable insurance professionals like Best Formula Insurance ensures you receive expert guidance tailored to your state’s
unique insurance landscape. Tags: Best Formula Insurance, coverage requirements, geographical risk factors, Insurance insights, insurance premiums, insurance pricing, insurance rates, insurance regulations, location effects, location-based insurance, policy options, property and casualty insurance, property location, risk assessment, state-specific
guidelines, understanding insurance costs Provided by State Farm® Editorial Team Learn how car insurance is calculated, what factors affect your rates and what you can do to help lower costs. We’ll start by discussing how car insurance rates are calculated. And then we’ll take a closer look at why factors like your age and location can influence the
price you pay. How do car insurance companies determine rates? Car insurance rates are generally determined by assessing the amount of risk being insured by the policy. Risk is calculated by using the probability of a particular event occurring and the potential impact of that event. Probability - This refers to the likelihood of a specific event
happening based on historical data. For example: to determine the probability of a car accident, factors like your age, location and your driving behavior could be used to estimate the likelihood of being in an accident. Impact - This refers to the consequences or severity of the event if it were to occur. For example: the severity of a car accident could
be measured in terms of property damage, personal injuries and financial loss. By considering the probability and impact of certain events, car insurance companies can assess the amount of risk being insured and adjust their rates accordingly. Typically, higher risk = higher rates, and lower risk = lower rates. Want to protect your car? Factors that
affect car insurance rates Here are some common factors used by many companies as they tend to be reliable indicators of risk: Age Your age is important because it helps companies estimate how many accidents you could potentially have due to the strong correlation between driving age and accidents. You may have lower rates when you're
between the ages of 25 and 65 because drivers in that age range tend to have fewer accidents overall. On the other hand, you might have higher rates when you’re under 25 or over 65 because of the increased likelihood of having accidents and sustaining injuries. Location Where you live can influence how often you’ll be exposed to potential risks
such as accidents, theft and vandalism. The more risks you could be exposed to, the higher your rates may be. For example, your rates will typically be higher if you live in an area with heavy traffic and potentially more risks vs. an area with less traffic and fewer risks. Driving record Your driving record is a significant factor because it can indicate
how likely you are to engage in risky driving behavior. For instance, having several speeding tickets on your record will likely result in higher rates as it indicates there’s a higher amount of risk to insure. On the other hand, having a clean driving record can help keep your rates down because it demonstrates that you're a responsible driver with safe
driving habits. Claims history Your claims history is a notable factor because it can be a good indicator of your likelihood of having claims in the future. The more claims you have on your record, the higher your rates could be. Which means the fewer claims you have on your record, the better chance you’ll have of keeping your rates down. How often
you drive The amount of driving you do is a key factor because it affects your likelihood of being involved in an accident. Driving less frequently means you're less likely to be exposed to risk, so your rates will be lower if you drive a few miles per week compared to if you drive 2 hours a day, 5 days a week. Credit score Most states allow insurers to
review credit information. Your credit characteristics are relevant because it can impact your credit-based insurance score, which is one of the factors many companies use when assessing your risk. A low credit-based insurance score will often result in higher rates because it correlates to a higher likelihood of losses. Vehicle Your vehicle will
determine the estimated cost of claims repair or replacement. Generally, the higher the cost, the higher your rates will be as a result. Some features such as anti-lock brakes and anti-theft devices may help reduce your rates; however, it’s important to note that others, such as advanced safety features with sensors for crash avoidance, might increase
your rates since they rely on technology that’s often more expensive to repair or replace than their traditional counterparts. Your policy coverages, limits and deductibles These last three factors can give you more control over your rates because the impact they have depends on the amounts you choose. Most states require a minimum amount of
coverage, but beyond that, it’s up to you to select the coverages needed to help protect your asset(s) and exposure. Coverage - This refers to the types of losses that are included in your insurance policy. For example: collision coverage helps pay to repair or replace your vehicle if it collides with another vehicle or object. Whereas comprehensive
coverage helps pay to repair or replace your vehicle if it's damaged by something other than a collision, such as theft, fire or vandalism. Limit - This is the maximum amount of money an insurance policy will pay for the covered losses or damages. Deductible - This is the amount of money you pay out of pocket before an insurance company helps cover
costs, up to the coverage limit. How can I lower my car insurance rates? Now that we’ve discussed the main factors that can affect your amount of risk, let’s explore some ways you may be able to help lower your car insurance rates: Maintain a good driving record. Having a good driving record is a way to help lower your rates. If you're a good driver,
you could save up to 30%footnote 1 using Drive Safe & Save® in the State Farm appfootnote 2. Practice safe driving habits. There are plenty of reasons to drive safely, but saving money is an especially good one. The Steer Clear® appfootnote 3 offers drivers under 25 a way to earn savings on auto insurance and improve their driving skills. Take
advantage of discounts. Find out if you’'re eligible for one of the many discounts State Farm® offers. Maintain good credit. You can help keep your rates lower by maintaining good credit characteristics and being financially responsible. Consider bundling.footnote 4 Learn about bundling your insurance policies, such as your car, home and life
insurance. By doing so, you may qualify for some savings. Think about adjusting your policy coverages, limits or deductibles. Opting for a higher deductible can help reduce your rates, but keep in mind you’ll pay more out-of-pocket in the event of a loss. Consider dropping coverages you may no longer need. If you have an older vehicle, you may
choose to look at opting out of things like comprehensive coverage, collision coverage, roadside assistance or rental reimbursement. Want more information? Consider talking to an agent! Your local State Farm agent can help explain the different types of coverages and options available to you and help you create a personalized plan that makes the
most sense for your situation. Now that you have learned about some of the factors that affect car insurance rates, you may want to learn more about information to include on auto insurance applications, the cost of car insurance fraud or what to do after a hit and run. Provided by State Farm® Editorial Team Learn how car insurance is calculated,
what factors affect your rates and what you can do to help lower costs. We’'ll start by discussing how car insurance rates are calculated. And then we’ll take a closer look at why factors like your age and location can influence the price you pay. How do car insurance companies determine rates? Car insurance rates are generally determined by
assessing the amount of risk being insured by the policy. Risk is calculated by using the probability of a particular event occurring and the potential impact of that event. Probability - This refers to the likelihood of a specific event happening based on historical data. For example: to determine the probability of a car accident, factors like your age,
location and your driving behavior could be used to estimate the likelihood of being in an accident. Impact - This refers to the consequences or severity of the event if it were to occur. For example: the severity of a car accident could be measured in terms of property damage, personal injuries and financial loss. By considering the probability and
impact of certain events, car insurance companies can assess the amount of risk being insured and adjust their rates accordingly. Typically, higher risk = higher rates, and lower risk = lower rates. Want to protect your car? Factors that affect car insurance rates Here are some common factors used by many companies as they tend to be reliable
indicators of risk: Age Your age is important because it helps companies estimate how many accidents you could potentially have due to the strong correlation between driving age and accidents. You may have lower rates when you’re between the ages of 25 and 65 because drivers in that age range tend to have fewer accidents overall. On the other
hand, you might have higher rates when you’re under 25 or over 65 because of the increased likelihood of having accidents and sustaining injuries. Location Where you live can influence how often you’ll be exposed to potential risks such as accidents, theft and vandalism. The more risks you could be exposed to, the higher your rates may be. For
example, your rates will typically be higher if you live in an area with heavy traffic and potentially more risks vs. an area with less traffic and fewer risks. Driving record Your driving record is a significant factor because it can indicate how likely you are to engage in risky driving behavior. For instance, having several speeding tickets on your record
will likely result in higher rates as it indicates there’s a higher amount of risk to insure. On the other hand, having a clean driving record can help keep your rates down because it demonstrates that you're a responsible driver with safe driving habits. Claims history Your claims history is a notable factor because it can be a good indicator of your
likelihood of having claims in the future. The more claims you have on your record, the higher your rates could be. Which means the fewer claims you have on your record, the better chance you’ll have of keeping your rates down. How often you drive The amount of driving you do is a key factor because it affects your likelihood of being involved in an
accident. Driving less frequently means you’re less likely to be exposed to risk, so your rates will be lower if you drive a few miles per week compared to if you drive 2 hours a day, 5 days a week. Credit score Most states allow insurers to review credit information. Your credit characteristics are relevant because it can impact your credit-based
insurance score, which is one of the factors many companies use when assessing your risk. A low credit-based insurance score will often result in higher rates because it correlates to a higher likelihood of losses. Vehicle Your vehicle will determine the estimated cost of claims repair or replacement. Generally, the higher the cost, the higher your rates
will be as a result. Some features such as anti-lock brakes and anti-theft devices may help reduce your rates; however, it’s important to note that others, such as advanced safety features with sensors for crash avoidance, might increase your rates since they rely on technology that’s often more expensive to repair or replace than their traditional
counterparts. Your policy coverages, limits and deductibles These last three factors can give you more control over your rates because the impact they have depends on the amounts you choose. Most states require a minimum amount of coverage, but beyond that, it’s up to you to select the coverages needed to help protect your asset(s) and exposure.
Coverage - This refers to the types of losses that are included in your insurance policy. For example: collision coverage helps pay to repair or replace your vehicle if it collides with another vehicle or object. Whereas comprehensive coverage helps pay to repair or replace your vehicle if it's damaged by something other than a collision, such as theft,
fire or vandalism. Limit - This is the maximum amount of money an insurance policy will pay for the covered losses or damages. Deductible - This is the amount of money you pay out of pocket before an insurance company helps cover costs, up to the coverage limit. How can I lower my car insurance rates? Now that we’ve discussed the main factors
that can affect your amount of risk, let’s explore some ways you may be able to help lower your car insurance rates: Maintain a good driving record. Having a good driving record is a way to help lower your rates. If you're a good driver, you could save up to 30%footnote 1 using Drive Safe & Save® in the State Farm appfootnote 2. Practice safe
driving habits. There are plenty of reasons to drive safely, but saving money is an especially good one. The Steer Clear® appfootnote 3 offers drivers under 25 a way to earn savings on auto insurance and improve their driving skills. Take advantage of discounts. Find out if you're eligible for one of the many discounts State Farm® offers. Maintain
good credit. You can help keep your rates lower by maintaining good credit characteristics and being financially responsible. Consider bundling.footnote 4 Learn about bundling your insurance policies, such as your car, home and life insurance. By doing so, you may qualify for some savings. Think about adjusting your policy coverages, limits or
deductibles. Opting for a higher deductible can help reduce your rates, but keep in mind you’ll pay more out-of-pocket in the event of a loss. Consider dropping coverages you may no longer need. If you have an older vehicle, you may choose to look at opting out of things like comprehensive coverage, collision coverage, roadside assistance or rental
reimbursement. Want more information? Consider talking to an agent! Your local State Farm agent can help explain the different types of coverages and options available to you and help you create a personalized plan that makes the most sense for your situation. Now that you have learned about some of the factors that affect car insurance rates,
you may want to learn more about information to include on auto insurance applications, the cost of car insurance fraud or what to do after a hit and run.
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