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cover the cost of rebuilding be-
cause of steep increases in the
cost of materials once disaster has
already struck.

Colorado’s insurance commis-
sioner, Michael Conway, discov-
ered the extent of the underinsur-
ance problem after a wildfire near
Boulder destroyed close to a thou-
sand homes in 2021. After getting
calls from homeowners distressed
that their policies wouldn’t fully
cover the cost of rebuilding, the
state’s Division of Insurance in-
vestigated and found that only 8
percent of policies in the areas af-
fected by the fire pledged to cover
rebuilding costs no matter how
high they got. It also found that be-
tween one-third and two-thirds of
all homes affected by the fire had
been underinsured for rebuilding
costs within a typical range.

To try to fix the problem, Mr.
Conway and his team convened
meetings late last year with insur-
ance companies, builders and
other groups to brainstorm ideas
for making things easier for
homeowners, but no plans have
emerged so far.

“We’re very concerned about
what those homeowners are expe-
riencing with the affordability is-
sues, and we’re absolutely sympa-
thetic to the pressure that they’re
feeling to find a way to afford their
insurance coverage,” Mr. Conway
said.

Julie Coffey did not realize she
was underinsured until she ran
out of money while trying to re-
build her house near San Fran-
cisco after it burned to the ground
in August 2020 in one of several
large wildfires that swept across
parts of California that summer.

It took months before Ms. Cof-
fey even knew what she would get
from her insurer. By the time she
began rebuilding her house in
2021, inflation was speeding up
and building supplies were scarce.
Her new home is missing key fea-
tures she couldn’t afford, like a
water softener and fencing.

“Within one month of living
here, my sink is showing signs of
rust,” Ms. Coffey said. “It’s crazy
all the things you need to do to try
and get close to where you were
without worry or thought.”

Mark Friedlander, a spokesman
for the Insurance Information In-
stitute, a trade group, said home
insurance premiums had cumu-
latively risen 32 percent from 2019
to 2023, while rebuilding and re-

placement costs had gone up 55
percent. Analysts for the group es-
timated that in 2023, home insur-
ers experienced their biggest un-
derwriting loss — the difference
between collected premiums and
paid-out claims — since 2011. Be-
hind the loss were huge storms
that caused more than $50 billion

in damage that insurers had to
pay for.

A survey last year by the insti-
tute and researchers for Munich
Re, a reinsurer, found that 88 per-
cent of U.S. homeowners had
property insurance, down from 95
percent in 2019. Only 4 percent
had flood insurance, even though

90 percent of the country’s natural
disasters involve flooding.

Once insurers raise premiums,
many homeowners are discover-
ing that their lenders are willing to
explore ways to make their pay-
ments more affordable. Banks
that collect mortgage payments
must ensure that borrowers’ cov-
erage meets requirements set by
the government-backed Fannie
Mae and Freddie Mac housing
agencies, but are open to owners
tweaking it within those require-
ments, said Pete Mills, the chief
economist at the Mortgage
Bankers Association, the trade
group for the mortgage industry.

Amy Bach, the executive direc-
tor of United Policyholders, a non-
profit advocacy group that helps
insurance consumers navigate
tricky claims processes, said she
found herself recommending a

multitude of strategies these days
to keep policies affordable.

“For most consumers, what
they’re facing now is: What is the
least worst option for me, given
the pricing?” she said. She ad-
vises lowering the coverage on
the contents of a house or cutting
coverage for outbuildings like ga-
rages, sheds, pools or retaining
walls.

“We had been saying, ‘Raise
your deductible,’ but now, what
does that mean?” Ms. Bach said.
“My parents’ home on Long Is-
land has a $33,000 wind de-
ductible,” meaning they would
have to pay that much out of
pocket — a huge share of the cost
of a new roof — before getting any
help from their insurer.

Not everyone thinks letting bor-
rowers shave off parts of their
coverage is a good thing. Brian

Marino, an insurance agent in
Fort Lauderdale, Fla., said he wor-
ried that if homeowners carried
only enough coverage to satisfy
their lenders, the lenders could re-
coup what they needed after a dis-
aster while borrowers were left
unable to afford a complete re-
build.

“The bank is satisfied,” Mr. Ma-
rino said, “but they’re out on the
street.”

Mr. Friedlander, the trade
group’s spokesman, said bundling
home and auto policies and mak-
ing “deductible adjustments”
were common ways to cut insur-
ance costs, adding that the insti-
tute recommended working with
an agent “to reduce the cost of
your policy without reducing the
levels of coverage.”

Homeowners aren’t the only
ones slashing their coverage un-
der pressure. The Peachtree
Group, an Atlanta-based real es-
tate investment company that in-
vests in hotels, rental homes, of-
fice spaces and other properties
around the country, expects de-
ductibles on some of its properties
to increase this year in response
to rising insurance costs, said
Charles Talbert, the company’s
spokesman. That would leave it
paying for more rebuilding costs.

Sue Savio, an insurance agent
in Honolulu, said underinsurance
had recently become widespread
on Oahu. “We have many condo-
miniums whose premiums would
have doubled or tripled,” Ms.
Savio said. But instead of paying
those higher premiums, owners
got rid of coverage for damage
from hurricanes, since such
storms don’t frequently hit Ha-
waii.

“Our last hurricane was 32
years ago,” Ms. Savio said.

Those who own their homes or
other properties outright have
much more leeway to decide
whether or not to insure their
properties. Some wealthy home-
owners are willing to take the risk
of being underinsured because
they can afford to repair their
properties themselves.

“I’ve talked to people that own
their home outright and they’re
choosing to forgo the wind dam-
age. They’re keeping flood,” said
Brian Gray, a managing director
at UBS whose wealth manage-
ment group serves some of Tam-
pa’s wealthiest residents.

One of Mr. Gray’s clients agreed
to a deductible of $1 million.

As Costs Skyrocket, Homeowners Are ‘Underinsuring’ to Fit the Bill
FROM FIRST BUSINESS PAGE

Robert Shiver of Valrico, Fla., reduced his home’s insurance coverage when
the bill more than doubled. Shrinking the coverage meant he would be able
to make his monthly payment. At the same time, his policy may not cover
rebuilding after a catastrophic loss, like from a wildfire in Colorado, above.
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of the hottest developers.
Few companies better illustrate

that shift than Anthropic, which
makes a chatbot called Claude
and sells various forms of its A.I.
technology. Over the last year, the
start-up’s valuation has tripled to
$15 billion, three people with
knowledge of its finances said. It
hit roughly $8 million in monthly
revenue last year and expects that
to grow by around eightfold this
year, two of the people said.

Other A.I. start-ups, including
OpenAI, Character.AI and Cohere,
have struck similar kinds of in-
vestment deals as they race to col-
lect the most money, form the
most lucrative partnerships, hire
the best talent and get access to
the most computer chips. OpenAI
recently completed a deal that val-
ues it at $80 billion or more.

Investors cannot afford to lose
out on the action because “if you
miss the winner in the space,
you’re kind of out of the game,”
said Ilya Strebulaev, a finance
professor at Stanford.

Some investments in A.I. start-
ups by the tech giants have re-
cently attracted regulatory atten-
tion. Last month, the Federal
Trade Commission said it had
opened an inquiry into Amazon’s
and Google’s investments in An-
thropic for potential antitrust vio-
lations.

A spokeswoman for Anthropic
said it planned to cooperate with
the F.T.C. The company declined
to comment further. Anthropic’s
funding from Menlo Ventures was
reported earlier by The Informa-
tion.

Since founding Anthropic in
2021, Dario Amodei, the chief ex-
ecutive, and his sister, Daniela
Amodei, the president, have posi-
tioned it as a start-up that would
build A.I. with guardrails. In a
podcast interview last year, Dario
Amodei said there was a 10 to 25
percent chance that A.I. technol-
ogy could destroy humanity.

But if that doesn’t happen, he
said, “it’ll go not just fine, it’ll go

really, really great.”
From the start, Anthropic’s

funding has been unconventional.
In 2021, it raised $124 million from
investors including Jaan Tallinn,
an entrepreneur known for focus-
ing on the existential risks of tech-
nology, as well as the Center for
Emerging Risk Research, a Swiss
nonprofit that aims to “build a fu-
ture guided by wisdom and com-
passion for all sentient beings.”
(The group has changed its name
to Polaris Ventures.)

In 2022, Anthropic raised $580
million for research on building
powerful A.I. technologies and
working to ensure that they did
not cause harm. Most of that sum
— which dwarfed what venture
capitalists had invested in other
A.I. start-ups — came from Sam
Bankman-Fried, the founder of
the FTX cryptocurrency ex-
change, and his colleagues. They
belonged to a community known
as effective altruists, which has
long viewed A.I. as an existential
risk.

When FTX filed for bankruptcy
in November 2022 and control of
its assets was handed to new man-
agement, Anthropic was left with
an uncertain future. Its prospects

reversed days later when OpenAI
released the A.I.-powered chatbot
ChatGPT. The technology that un-
derpinned ChatGPT was devel-
oped largely by Dario Amodei and
others who had worked at OpenAI
before leaving to create Anthrop-
ic.

That brought attention to An-
thropic, and Google made its first
investment. Anthropic also
agreed to buy computing power
through Google’s cloud comput-
ing service, which it uses to train
and serve its technologies.

In September, Amazon inked a
similar deal with Anthropic, in-
vesting up to $4 billion. Anthrop-
ic’s Claude chatbot was the most
popular A.I. service offered on
Amazon’s cloud computing sys-
tem, Amazon Web Services, a per-

son with knowledge of the matter
said.

As part of the pact, Anthropic
agreed to build its A.I. using spe-
cialized computer chips designed
by Amazon. If Anthropic is a suc-
cess, Amazon’s shares in the start-
up could pay off handsomely. In
the meantime, the cloud comput-
ing deal will lift Amazon’s bottom
line.

The deal was structured as con-
vertible notes, or debt that be-
comes equity when Anthropic hits
certain milestones, two people fa-
miliar with the structure said.

Amazon’s funding of Anthropic
mirrored the way OpenAI raised
money. In 2019, OpenAI garnered
$1 billion from Microsoft and
spent most of the money buying
computing power through Micro-
soft’s Azure cloud service. Micro-
soft has since poured an addi-
tional $12 billion into the company,
and OpenAI has spent most of the
money on Microsoft’s cloud serv-
ices.

(The Times has sued OpenAI
and Microsoft, alleging copyright
infringement.)

Some investors have ques-
tioned such deals because compa-
nies like Google and Amazon are
investing money that ends up bol-
stering their own revenues. The
companies said the arrangements
were kosher.

Google’s investment in An-

thropic is separate from the start-
up’s agreement to use its cloud
services, said Daniel Gabis, a
Google spokesman. They have
“always been separate,” he said.

Amazon appropriately ac-
counts for all revenue and ex-
penses, said Casey McGee, an
Amazon spokesman. “Suggesting
otherwise, or that AWS’s agree-
ment with Anthropic is anything
but a normal business agreement,
is entirely false,” he said.

Even after raising billions from
Amazon and Google, Anthropic
knew it would eventually need
more money. Generative A.I.
start-ups are constantly updating,
refining and expanding their tech-
nology to make their product ac-
curate, up-to-date and more pow-
erful, and that requires enormous
amounts of expensive computa-
tional power.

Finding new investors was easy
for Anthropic. But many of those
who were interested wanted to in-
vest $10 million to $25 million,
while the company aimed for a
much larger sum.

In November, Neerav Kings-
land, Anthropic’s head of business
development, spoke at a confer-
ence hosted by Menlo Ventures,
which had previously invested.
Menlo proposed leading Anthrop-
ic’s next round of funding, with a
twist: What if the firm rolled all of
the small investors into one spe-
cial purpose vehicle?

The arrangement would save
Anthropic time and simplify the
process. Mr. Kingsland and An-
thropic’s founders agreed, a per-
son with knowledge of the talks
said.

Anthropic told investors that
$15 billion was the lowest valua-
tion it would accept, two people fa-
miliar with the situation said.

After collecting the $750 million
this month, Anthropic is no longer
running a formal process to raise
money, a person familiar with the
situation said. But investors may
soon get another opportunity.

As part of FTX’s bankruptcy
proceedings this month, the
crypto firm asked the U.S. Bank-
ruptcy Court in Delaware for per-
mission to sell its 8 percent stake
in Anthropic. FTX’s lawyers said
they sought to move quickly to sell
the shares alongside upcoming
rounds of Anthropic funding.

It was FTX’s understanding
“that Anthropic will continue to
seek additional rounds of equity fi-
nancing,” the lawyers wrote.

Inside a Funding Frenzy at Anthropic,
One of the Hottest Start-Ups in A.I.

Dario Amodei, a co-founder and the
chief executive of Anthropic, has
positioned it as a start-up that would
build A.I. with guardrails.
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