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Extended abstract

In claims reserving, also because of the new solvency regulations, insur-
ance companies are interested in providing best estimates of the outstanding
claims and also in quantifying the uncertainty of such estimates.
The reserving problem is often addressed in the context of regression models,
with parameters that are �xed e�ects related to observable covariates, typi-
cally the origin and the development years. However, also the e�ects related
to the payment or calendar year, such as changing e�ects and trends along
the accounting years, may be important. In fact, the presence of account-
ing year e�ects (also named diagonal e�ects), imply dependences between
di�erent accident years because they act on all accident years, simultane-
ously. Therefore, the common assumption that accident years behave inde-
pendently, could not be stated any more. For these reasons, reserving models
that allow for the accounting year e�ects have been introduced.
In the framework of Generalized Linear Models, one can easily extend the
deterministic Taylor's separation method (see e.g. [5]) to a stochastic setup
by including in the linear predictor also the calendar year as a model covari-
ate. As it is well known, a problem arises for the projection of the parameter
estimates related to the payment years, with reference to the unobserved
part of the run-o� table.
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In the literature, models with random e�ects and diagonal e�ects related to
unobservable risk parameters connected with diagonal e�ects are also con-
sidered. They are often studied by following the Bayesian (see [4]) or the
Credibility (see [1], [3]) approaches.
In this paper, we tackle the problem of the diagonal e�ects in the context
of Hierarchical Generalized Linear Models by extending the models in [2]
with the introduction of �xed or random diagonal e�ects. Besides of the es-
timation of claims reserves, the model allows for the evaluation of prediction
errors. The approach is compared with others available in the literature.
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