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Insurance Market Cycle

Underwriter Concerns: 

Low Investment Return

Strive for Underwriter Profit

Future CAT Losses

Reduced Reserve 
Releases from Past Years

Certain lines of coverage are 
becoming unprofitable

What will cause the soft insurance market to change?

Soft Market Factors: 

Increased Capacity

Alternative Capital

CAT Losses Below Normal

Positive Impact of Higher 
Retentions Post 2005/2008 
Hurricanes

Improved Underwriter Profit

Rates:
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[ƭƻȅŘΩǎ ƻŦ [ƻƴŘƻƴ
Estimated Pure Year Profit/Loss, 1986 ï2016* (£m)

-3,500

-3,000

-2,500

-2,000

-1,500

-1,000

-500

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

{ƻǳǊŎŜΥ [ƭƻȅŘΩǎ

ΩлпΩлрΩлсΩлтΩлуΩлф10 11 12 13 14 1585 86 87 88 89 90 91 92 93 94 95 96 97 98 99 ΩллΩлмΩлнΩло
* 6 months

1986 1990 1995 2000 2005 2010 2016* 6 Months2015



6

Observations by the Numbers

U.S. Policyholder Surplus (in billions) (1)

ï2009 $437 

ï2016 $680.6

Underwriters Return on Capital First 6 Months (1)

ï2015 9.2%

ï2016 6.4%

Catastrophe Losses(in billions) (2)

ï2015 $28

ï2016 $42
10 Year Average - $46

Sources: (1) Insurance Information Institute (2) Swiss Re
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Conclusion

The overcapacity and soft market conditions will 
continue in most lines of coverage enabling assureds to 
reduce their total cost of risk.

The market will start reaching the bottom of the soft 
market cycle in 2017 and the pace of rate reductions will 
slow down.

For the market to turn hard there would have to be a 
series of catastrophic losses and/or a financial meltdown 
and/or a significant terrorist event.

Important to generate competition while balancing new 
and long-term carrier relationships.
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Energy
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Projected Energy 2017 Rating Trends

hŦŦǎƘƻǊŜ tǊƻǇŜǊǘȅ ŀƴŘ hǇŜǊŀǘƻǊΩǎ 9ȄǘǊŀ 9ȄǇŜƴǎŜ

Certificate of Financial Responsibility (COFR) Flat

hƴǎƘƻǊŜ hǇŜǊŀǘƻǊΩǎ 9ȄǘǊŀ 9ȄǇŜƴǎŜ

Excess Liabilities Flat to down

Onshore Property and Business Interruption

ï Catastrophe Exposed

ï Non Catastrophe Areas

Directors & Officers

ï Primary Layers Flat

ï Excess Layers

Rate 
Trend

*

* !Ŏǘǳŀƭ ǊŀǘŜ ŀŘƧǳǎǘƳŜƴǘ ǿƛƭƭ ǾŀǊȅ ŘŜǇŜƴŘƛƴƎ ƻƴ ŀƴ !ǎǎǳǊŜŘΩǎ ƻǿƴ ŜȄǇƻǎǳǊŜǎΣ ƭƻǎǎ ǊŜŎƻǊŘΣ ŎǳǊǊŜƴǘ ǊŀǘŜǎΣ ŜǘŎΦ
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Energy and Marine Market Update / Forecast
UPSTREAMENERGY

Despite a large decline in written premium, overall, the sector has continued to produce 
good results for 2016 due in large part to another loss free U.S. Gulf of Mexico windstorm 
season. 

5ǳŜ ǘƻ ǘƘŜ ƳŀǊƪŜǘΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŘǳǊƛƴƎ нлмсΣ ƻŦŦǎƘƻǊŜ Ǌƛǎƪ ǊŀǘƛƴƎ ǿƛƭƭ ōŜ ǳƴŘŜǊ ŎƻƴǘƛƴǳŜŘ 
pressure with reductions anticipated. Insurers are once again reviewing their book and will 
try to limit rate reductions.

For offshore U.S. Gulf of Mexico windstorm risks, we believe that double digit reductions may 
be achieved during 2017, but insurers will resist matching the 20%+ reductions allowed in 
2015 and 2016 as their perception to that rating is approaching minimum levels.

CƻǊ hƴǎƘƻǊŜ hǇŜǊŀǘƻǊΩǎ 9ȄǘǊŀ 9ȄǇŜƴǎŜΣ нлмс ǎŀǿ ŀ ŦƭŀǘǘŜƴƛƴƎ ƛƴ ǘƘŜ ¦Φ{Φ ƳŀǊƪŜǘ ƻǾŜǊŀƭƭΤ 
however, increased appetite and additional capacity from new markets continued the 
downward rating trend, particularly on larger placements. We anticipate this trend to 
continue in 2017.

We expect the energy casualty market to continue its flat to modest softening trend; 
however, pollution and auto exposures remain primary concerns for insurers. Another 
significant exception is Oklahoma E&P risks. Concerns are potential liability from recent 
ǎŜƛǎƳƛŎ ŀŎǘƛǾƛǘȅ Ƙŀǎ ŘǊŀƳŀǘƛŎŀƭƭȅ ǊŜŘǳŎŜŘ ǘƘŜ ƭƛŀōƛƭƛǘȅ ƳŀǊƪŜǘΩǎ ŀǇǇŜǘƛǘŜ ŦƻǊ ǎǳŎƘ Ǌƛǎƪǎ ǊŜǎǳƭǘƛƴƎ 
in material premium increases.



11

hǇŜǊŀǘƻǊΩǎ 9ȄǘǊŀ 9ȄǇŜƴǎŜ
Domestic Companies and MGAs

AIG Oil Rig

Allianz Global Corporate Specialty 
Americas

Berkley Offshore

Clearwater Marine/ Hudson 
Insurance Group

Gotham via ProSight (excess)

Liberty International
(Offshore Package)

Sirius (Offshore Package) via
IR Underwriting Services

Ironshore

Navigators

Travelers / St. Paul

U.S. Fire Insurance Company
(Crum & Forster)

Markel (J.H. Blades & Co., Inc.)

Zurich Global Energy
(no named windstorm)

Partner Re (via Trident)

StarStone(Torus)

HIIG

bƻǘŜΥ ¢ƘŜǊŜ ŀǊŜ ƴǳƳŜǊƻǳǎ ŘƻƳŜǎǘƛŎ ŎƻǾŜǊƘƻƭŘŜǊǎκǿƘƻƭŜǎŀƭŜǊǎ ǿƛǘƘ ŀŎŎŜǎǎ ǘƻ ǾŀǊƛƻǳǎ [ƭƻȅŘΩǎ {ȅƴŘƛŎŀǘŜǎΦ
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hǇŜǊŀǘƻǊΩǎ 9ȄǘǊŀ 9ȄǇŜƴǎŜ
[ƭƻȅŘΩǎ !ŎŎŜǎǎŜŘ 5ƻƳŜǎǘƛŎŀƭƭȅ

Burnett & Co. ςhΩCŀǊǊŜƭƭ {ȅƴŘƛŎŀǘŜ млос

Global Special Risks ςChaucer Syndicate 1084, HCC Syndicate 4141, Hiscox 
Syndicate 33 and Barbican Syndicate 1955

J.H. Blades ςContract 400

Starr Tech ςC.V. Starr Syndicate 1919

Towerstone ς[ƭƻȅŘΩǎ /ƻƴǘǊŀŎǘ рн

AmWINS ςBrit Syndicate 2987

Ascot Underwriting ς[ƭƻȅŘΩǎ {ȅƴŘƛŎŀǘŜ мпмп

Worldwide Facilities ςCanopius Syndicates 4444 and 958, and Beazley 
Syndicates 2633 and 623

Talbot Underwriting Services (US) Ltd.

bƻǘŜΥ bǳƳŜǊƻǳǎ [ƭƻȅŘΩǎ {ȅƴŘƛŎŀǘŜǎ ƛƴ [ƻƴŘƻƴ ǿƛƭƭ ŀƭǎƻ ǇǊƻǾƛŘŜ ŎƻƳǇŜǘƛǘƛǾŜ ǉǳƻǘŜǎ
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Marine and Energy Market Update / Forecast
MIDSTREAM/ DOWNSTREAMENERGY

Soft market conditions continue.  Possibly the most competitive market ever to have 
existed.

High levels of capacity remain. Insurer M&A activity (Amlin ςMitsui, Endurance ς
Sampo & Liberty ςIronshore) are signs of consolidation.

CAT activity continues to be below average.

CAT capacity is significant when pricing not a factor, but fairly flat at reasonable pricing.

Premium goals are aggressive with certain markets.

While most markets remain profitable, falling rates and attritional losses have reduced 
margins.

Pace of rate reductions are slowing.

Company expense cutting are become more apparent via reorganizing, layoffs & other 
expense cutting.

No known market changing non-CAT loss events.aŀƧƻǊ ƭƻǎǎŜǎ όƛƴ ǘƘŜ мллaaΩǎύ ƛƴŎƭǳŘŜ 
a Russian Coal Power Plant and Mexican Petrochemical Plant.A December fire loss 
ƻŎŎǳǊǊŜŘ ŀǘ {ŀƴƴŀȊȊŀǊƻ ŘŜΩ .ǳǊƎƻƴŘƛ ǊŜŦƛƴŜǊȅ ƴŜŀǊ tŀǾƛŀΣ ǿƘƛŎƘ ƛǎ ǊŜǇƻǊǘŜŘƭȅ ǎƛƎƴƛŦƛŎŀƴǘΦ
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Marine and Energy Market Update / Forecast
MIDSTREAM/ DOWNSTREAMENERGY(CONTΩD)

Some markets pulling back from some classes of occupancy.

Terrorism Capacity continues to be significant except for Resultant Cyber, which has 
been increasing during the course of 2016.

[ƻƴƎ ¢ŜǊƳ !ƎǊŜŜƳŜƴǘǎ ό[¢!Ωǎύ ŀǊŜ ƳƻǊŜ ŎƻƳƳƻƴΦ

2017 markets anticipated to remain stable but signs of fragility are apparent, as noted 
in come cases above.

Other market influences expected to include Interest Rates, Commodities and Natural 
Disasters.

Limits, Coverages & Retentions will continue to be competitive.

As we potentially move into a changing environment, we believe maintaining long term 
status with key markets and strategies to manage market volatility going forward is 
important.

Program structural changes expected to continue to evolve.

Going forward is a good time to obtain broader customized wordings.  While these may 
dent available reductions, insurers appear more willing to bend on coverage than suffer 
greater cuts in rate.
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Key Energy Property Domestic Markets and 
Estimated Capacity

AIG - $1 Billion 

AEGIS NJ - $200MM

Ascot Houston - $35MM

Aspen - $50MM

Allianz - $200MM

Berkshire Hathaway - up to $1.5 Billion

Berkshire Specialty - $100MM

EIM - $35MM

Elseco ςNew TBA

FM Global - $200MM+

HDI Gerling - $300MM+

Houston Casualty Company - $25MM

Ironshore - $50MM*

Liberty LƴǘΩƭ - $125MM*

Navigators - $40MM

QBE/COF Syndicate - $100MM

Scor - $150MM

Sompo - TBA

Starr Tech - $150MM

Swiss Re Houston - $75MM+

XL/Catlin - $100MM in both U.S. and 
U.K. / $150MM (PG)

Validus - $75MM

Zurich - $150MM / $250MM (PG)

Note: CAT capacity is usually less than 

stated capacity

PG = Power Generation

* Ironshore & Liberty consolidation impact  TBA
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Property & Business Interruption
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2016 rates were pushed downward due primarily to the 
increased market capacity and the benign US CAT activity. 
The only major event, Hurricane Matthew estimated 
between $1.5 - $5 billion, had no market impact. 

CAT modeling continues to be a key tool in underwriting 
rating matrix. 

Hail deductibles were increased in North and West Texas 
due to the continued hail activity. 

Markets were willing to enhance terms as well as offer 
multi-year deals.

Property & Business Interruption Market: 
2016 Year End Review (CONTΩD)
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Property & Business Interruption Market: 
2016 Year End Review (CONTΩD)

CAT deductibles saw downward movement and the buy-
down market became more aggressive.

Flood continued to be underwritten but willing to 
increase limits in the High Hazard Flood areas. There has 
been a push to privatize the flood market but thus far the 
markets affording the coverage are not AM Best rated. 

The Multi-Family sector saw slowing of the downward 
rate movement. 

Incumbent underwriters had issue with rate reductions 
and term enhancements requested thus forcing them to 
be moved off of accounts. 
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Key Property & Business Interruption General Markets

Ground Up/Non-CAT Capacity

Liberty Mutual  - +$500MM

Affiliated FM - +$500MM

Chubb - $100MM - $500MM

Travelers - $1Bil 

Zurich - $750MM

Allianz - +$500MM

Lexington - $2.5Bil 

AXIS (admitted) - $200MM

CNA - $500MM

ACE - $200MM

Starr Specialty - $100MM

XL - $1Bil

Swiss Re - $300MM

CATςNamed Storm - 2015

Full limit

Full limit

$5MM - $25MM

$100MM

$25MM 1st tier / $100MM 2nd tier

$5MM 1st tier &2nd tier 

$10MM - $50MM 

$25MM2nd tier, less in 1st tier

$10MM hot zones/$5MM 1st

$10MM - $50MM 

$50MM

$25MM-$50MM

$300MM

CAT ςNamed Storm - 2016

Full limit

Full limit

$5MM - $25MM 

$100MM

$25MM 1st tier / $100MM 2nd tier

$50MM 1st & 2nd Tier

$10MM - $50MM

$25MM 2nd tier, less in 1st tier 

$10MM hot zones/$5MM 1st

$10MM - $50MM 

$100MM

$100MM

$300MM
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Potential Property & Business Interruption 
Opportunities and Issues in 2017

Rate reductions will continue to be achieved but probably not to the level as we 
have seen in 2015 and 2016. Marketing accounts to key underwriters will achieve 
best results. 

CAT Modeling will continue to dictate the capacity markets are willing to provide 
and their pricing. Markets still very focused on managing their aggregates in certain 
areas. Secondary characteristics can improve the modeling results which will have 
a direct impact on capacity and pricing. 

New carriers entering the market, most recently Everest Indemnity, will help to 
stimulate the competitive environment. 

Treaty reinsurers have again secured rate reductions which will flow down as 
reductions to Assureds. 

Many carriers fell short of their goals in 2016 so will be looking to be aggressive on 
new accounts in 2017. They will have to be more open to looking at a renewal as if 
it is new business or they will see their existing accounts move. 

Will Legislators extend/renew the National Flood Insurance Program that expires in 
September of 2017?
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Crystal Ball for Property & Business Interruption 
Rates in 2017

Carriers will continue to push for market share and try to expand 
their position on profitable accounts. Competition will be key to 
achieving the best results. 

Risks located in non-CAT areas will see flat to 15% rate reductions. 

Risk located in CAT areas will be dictated by the modeling results 
but anticipate continued downward rate movement, but not to 
the degree we saw in 2016.  Restructuring programs may be key 
to achieving greater reductions as incumbents will struggle to hit 
target rate reductions. 

Will be a great opportunity to enhance policy terms to include 
increasing CAT limits and/or lowering CAT deductibles if desired.
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Primary Casualty
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Casualty Market: 2015 Year End Review

Lowinterest rates / flat inflation ςno returns 

Exposurebasis ςflat to down

Industry combined loss ratio very favorable

Pricing ςcontinued reductions

Audit adjustments in specific industries

Early renewal strategies were successful
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Key Casualty General Markets

Travelers

Chubb (ACE)

AIG / Lexington

Liberty Mutual

Amerisure

Allied

Hartford

Crum & Forster

CNA

Ironshore

Hanover

State Auto

Zurich

Tokio Fire & Marine

Philadelphia

Mid-Continent Casualty

Texas Mutual

Berkshire Hathaway

Zenith

Specialty Markets ς
Entertainment, Sports, 
Dealerships

bƻǘŜΥ bǳƳŜǊƻǳǎ ƳŀǊƪŜǘǎ ǿƛƭƭ ǿǊƛǘŜ ƳƻƴƻƭƛƴŜ ²ƻǊƪŜǊǎΩ /ƻƳǇŜƴǎŀǘƛƻƴ
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Energy Casualty Domestic Markets and MGAs

Chubb (ACE)

Ascot

XL (Catlin)

AIG / Lexington

Burnett ςCOF Syndicate

W.R. Berkley

Hartford

NAICO

Note: Markets vary via wholesale, MGAs

C. V. Starr

Liberty Mutual

Travelers

Zurich

Gotham via MMO (excess only)

Navigators

Everest

Endurance
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Pollution Markets

Chubb (ACE)

Beazley

AIG *

Great American

Enviant **

Aspen

Ironshore

Navigators

Philadelphia

XL

Zurich

* No Pollution Legal Liability
** Via wholesaler
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Potential Casualty Opportunities & Issues in 2017

Market competition ςcapital continues to be strong

Coverage enhancements ςtake advantage

Adverse loss development in Commercial Auto

Admitted vs. Non-Admitted: Exempt Purchaser 
Questionnaire ςdo you qualify?

Price flat to moderate decrease in some lines, 
depending on past performance and financial condition
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Crystal Ball for Casualty Rates in 2017

Rate Capacity

Casualty Flat to decrease Remains strong

Excess Flat to decrease Remains strong

Environmental Flat to increase Limited

Aviation Flat to decrease Remains strong

International Flat to decrease Remains strong
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Excess Casualty


