Where the Numbers Come From
How we calibrated the “Homeowners (Standard)” claim probabilities in our Insurance Analysis Calculator — the sources, the math, and the judgment calls.
Our calculator’s homeowners preset has to answer questions nobody publishes a single statistic for: How likely is your home to have an insurance claim this year? How big is a typical claim? And the question everyone secretly wants answered — how likely is it that your home is a total loss this year? This page documents exactly how we built our default answers, so you can judge them, challenge them, and adjust them to your own situation. Every number in the calculator is editable; this page explains where the starting points come from.
The Distribution We Use
The Standard preset models a national-average U.S. home across all the perils a standard homeowners (HO-3) policy covers — wind, hail, water damage, fire, theft, and liability. Losses are expressed as a percentage of your home’s value (we treat home value and replacement cost as equal for simplicity), so the dollar amounts below scale automatically when you enter your own home value. Shown here for a $400,000 home:
	Outcome
	Annual Probability
	Loss (% of value)
	Loss on $400K home
	What it represents

	No claim
	94.39%
	—
	—
	Most years, nothing happens

	Minor
	1.00%
	1.15%
	$4,600
	Theft, small miscellaneous

	Moderate
	3.30%
	4.25%
	$17,000
	Typical wind/hail and water claims

	Significant
	0.85%
	10%
	$40,000
	Serious water damage, partial fire

	Severe
	0.25%
	27.5%
	$110,000
	Major partial fire, major wind

	Near-total
	0.13%
	72.5%
	$290,000
	Severe fire spread, heavy catastrophe damage

	Total destruction
	0.08%
	100%
	$400,000
	Total-loss fire, wildfire, tornado


Adding it up: a 5.61% chance of having any claim in a given year (about 1 in 18 homes), and an expected annual loss of $1,919 — 0.48% of home value. Those two summary numbers are the anchors everything below justifies.
How Often Do Homes Actually Have Claims?
This is the best-documented number in the whole exercise. The Insurance Information Institute, drawing on ISO (Verisk) claims data covering most of the U.S. homeowners market, reports that roughly 1 in 18 insured homes files a claim each year — a frequency that has ranged between about 5.3% and 6.4% in recent years. Our preset’s 5.61% sits squarely inside that range.
The composition matters as much as the total. Wind and hail are by far the most frequent claims (roughly 1 in 36 homes per year), followed by water damage and freezing (about 1 in 67). Fire — the peril everyone fears most — is actually the rarest of the major perils, at roughly 1 in 430 homes per year. That’s why our distribution puts most of its probability in the moderate, mid-sized rungs: that’s where real claims live.
How Big Is a Typical Claim?
Claim sizes are wildly skewed. Per III data, the average wind/hail claim runs around $15,000, the average water-damage claim about the same, and the average theft claim around $5,500. But the average fire claim is roughly $88,000 — not because every fire is catastrophic, but because the rare total losses pull the average up dramatically. Industry data on total-loss claims (Verisk’s 360Value analysis) puts the average total-loss payout near a quarter of a million dollars.
Our rungs mirror that structure: a big bucket of ~$17,000 claims representing the wind/hail/water bulk, thinner buckets at $40,000 and $110,000 representing serious water damage and major partial fires, and very thin slices at the top representing the fires and catastrophes that destroy most or all of a home. One honest note: our claim sizes run modestly above the raw published averages, deliberately. Published industry tables exclude claim-adjustment expenses, exclude some catastrophe-heavy states (including Texas), and don’t reflect the “demand surge” that inflates rebuilding costs after regional disasters. We loaded our severities to account for all three.
The Big One: How Often Is a Home a Total Loss?
Nobody publishes this number directly, so we built it from parts:
1. Fire. The NFPA counts roughly 350,000 residential structure fires per year against about 145 million U.S. housing units — about a 1-in-400 chance of any fire. But most fires are partial: the average residential fire causes around $33,000 in damage, and federal fire-incident data show only about a third of house fires spread beyond the room where they started. Comparing average fire claims against average total-loss payouts suggests roughly 15–20% of home fires reach total or near-total loss — on the order of 50,000–70,000 homes per year.
1. Wildfire. Unlike ordinary house fires, wildfires destroy structures almost completely when they reach them. Recent multi-year averages exceed 8,000 structures destroyed per year, and the trend is sharply upward — the January 2025 Los Angeles fires alone destroyed more than 16,000 structures.
1. Tornadoes and hurricanes. Roughly 1,250 tornadoes touch down in the U.S. annually, with homes bearing about two-thirds of the structural damage; hurricanes add thousands more destroyed homes in active years.
Blending those sources: roughly 65,000–85,000 U.S. homes are destroyed in a typical year, out of ~145 million — about 1 in 1,700 to 1 in 2,200 homes annually. We set our default at 0.08% — 1 in 1,250 — deliberately above that range. Why? Three reasons: the wildfire trend is rising rather than stable, the cleanest published claim tables exclude several catastrophe-heavy states, and we would rather our tool err toward respecting catastrophic risk than dismissing it. We consider that a conservative planning assumption, and we label it as one — not as the historical average.
The Cross-Check: Does It Add Up Against Real Premiums?
There’s a second, completely independent way to sanity-check an expected-loss estimate: work backward from what insurance actually costs. Insurers in this line typically pay out roughly 65–75 cents of every premium dollar in claims over time (the industry’s “loss ratio” — it was about 75% in 2023 and 65% in 2024). Our preset’s expected loss of $1,919 against its default premium of $2,800 implies a 69% loss ratio — right in the middle of that band.
In other words: the preset’s expected loss is calibrated so the default premium reflects the industry’s typical ~70% loss ratio. If our expected loss were much lower, it would imply insurers keep half of every premium dollar, which isn’t how this market has actually performed. If it were much higher, it would imply insurers systematically lose money, which they don’t — at least not for long. The two calibration methods — building up from claim statistics and working back from premiums — land in the same place, which is what gives us confidence in the result.
What This Means for You
These defaults describe a national-average home, and your home is not average. A few adjustments worth considering when you use the calculator:
1. Location dominates. A home in a wildfire-prone canyon or on a hurricane coast faces a multiple of the average total-loss probability (our separate Florida/High-Risk preset exists for exactly this reason); a brick home in a low-catastrophe suburb faces a fraction of it. Adjust the top rungs accordingly.
1. Flood is not in here — on purpose. Standard homeowners policies exclude flood (and earthquake); those are separate policies with separate math. If your worry is storm surge or river flooding, this distribution does not capture it.
1. Claims understate incidents. These probabilities reflect filed claims. Plenty of small losses are never filed — because of deductibles, or fear of non-renewal — so the chance of your home experiencing some damage is higher than the chance of a claim. For self-insurance analysis, that distinction mostly washes out for small losses but is worth knowing.
1. Total-loss payouts often disappoint. We assume home value equals replacement cost. In reality, an estimated two-thirds of homes are underinsured, and rebuilding costs spike after regional catastrophes. If anything, this makes large losses slightly worse than our model assumes — one more reason we lean conservative.
And a note on how much this all matters: we tested the calculator’s conclusions under both the strict historical-average calibration and our conservative one. The breakeven moved by only a few percent. The framework’s findings are robust to reasonable disagreement about these inputs — which is exactly the property a planning tool should have. If you disagree with any number here, change it in the calculator and watch what happens. That’s what it’s for.
Sources
1. Insurance Information Institute (III) — Facts + Statistics: Homeowners and renters insurance — claim frequency and average claim severity by peril, from ISO (Verisk) data. The source for the ~1-in-18 annual claim frequency and the peril mix.
1. Insurance Information Institute (III) — Facts + Statistics: Fire — residential fire counts and fire loss data.
1. National Fire Protection Association (NFPA) — Fire statistical reports — annual residential structure fire estimates and property loss totals.
1. U.S. Fire Administration (USFA / FEMA) — Residential building fire statistics — fire-spread data underlying our estimate of what share of home fires become total losses.
1. Cal Fire — Statistics and incident data — wildfire structure-loss counts, including the January 2025 Los Angeles fires.
1. Federal Reserve Bank of New York, Liberty Street Economics — What Millions of Homeowner's Insurance Contracts Reveal About Risk Sharing — modeled expected-loss-to-premium ratios across millions of policies; the academic cross-check on our loss-ratio calibration.
1. NAIC — Homeowners insurance reports — average premiums and coverage amounts by state.
Every probability and loss amount in the calculator is editable. If your situation, your region, or your reading of the data differs from ours, change the inputs — the math will follow.
