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THE PROPERTY & CASUALTY MARKET 

REMAINS COMPETITIVE DESPITE SELECT 

CARRIER CHANGES IN STRATEGY AND 

APPROACH

After another year of underwriting profits and strong 

capitalization, the current property & casualty marketplace 

remains very competitive through the first half of 2016. 

Two of the largest carriers—AIG and Zurich—have altered 

their underwriting approach or moved away from certain 

niches, but new capacity continues to come into the 

market, both domestically and internationally. 

With the exception of  commercial auto, rates continue to decline 
across all other P&C coverages. This declining rate environment 
puts pressure on underwriters to seek growth from new business, 
creating a competitive dynamic across most products and 
industries. This is occurring even in today’s low-interest-rate 
environment, which requires even larger underwriting profits to hit 
targeted returns on capital.
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Property & Casualty

Property Market Offers Clients Options

Soft market conditions continue in property, where overlying capacity and competition give clients plenty of  choices. 

“When our clients have large, complex risks, their insurance placement may have anywhere from three to 50 carriers 
participating,” explained Greg DiPrato, with Lockton in New York. “When capacity is oversubscribed, we are able to 
strategically partner with carriers that fit in the program at the broadest terms and price. This could result in positive 
changes in the overall structure of  a program for our clients.”

The positive impact on capacity is resulting from continued competitive pricing and terms among the various carriers 
in the difference in conditions (DIC), builder’s risk, stock throughput, and terrorism markets. New market entrants 
continue to emerge in the DIC arena through the establishment of  newly formed MGAs and MGUs. The builder’s 
risk carriers continue to drive a very competitive environment, looking for opportunities on new construction projects 
and home-building activity throughout the country. 

Clients with property programs that include significant inventory exposures can be opportunistic by implementing 
a cargo/stock throughput 
program, which can 
achieve price and coverage 
improvement. This approach 
can afford the client  
broad-based coverage at lower 
retentions, including earthquake 
and flood aggregate perils, 
than what would normally 
be achieved under a standard 
property insurance program. 

AVERAGE PROPERTY RATE CHANGE & MAJOR NATIONAL CATS (2010–2015)
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Casualty Market Continues to Offer Choice and Flexibility

Sustained competition extends throughout most casualty products in terms, conditions, and risk-financing alternatives. 
Despite some changes in strategy from a few markets, most underwriters are interested in growth, albeit at 
sustainable prices. 

Market conditions are largely favoring buyers today across workers’ compensation, general liability, and umbrella 
and excess liability. Meanwhile, commercial auto claim trends and weak underwriting company profitability have 
continued to harden prices for that line of  coverage, particularly in the transportation industry and for other risks with 
sizeable fleets.

The excess casualty landscape for significant fleet risks continues to reflect the escalating cost of  capacity, according to 
Jennifer Moerer, with Lockton in Denver. Moerer adds that these pricing pressures present an opportunity to evaluate 
attachment points and redesign programs with the most cost-effective use of  carrier capacity. 

And while competition generally remains high in excess casualty, the aftermath of previous carrier 

disruption has presented the additional challenge of underwriting staff turnover.

In light of  that churn, “It has been 
necessary to provide more underwriter 
education at renewal than is typically 
required with incumbent carriers,” notes 
Debbie Goldstine, Lockton’s Excess 
Casualty Practice Leader. “We encourage 
our clients to invest time in face-to-face 
carrier meetings in support of  selecting 
the best strategic partners upon renewal. 
This is something we have historically 
promoted, but it is even more essential 
given today’s market dynamics.” 

RATE CHANGES BY COVERAGE LINE (2015 Q1–2016 Q1)
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International

Increased Buyer Focus and Insurer Restructuring Disruptions Highlight the State of the Marketplace

Soft market conditions continue to offer opportunities to improve international program pricing while broadening key 
terms and conditions. From our clients’ perspective, the international marketplace favors insurers that can differentiate 
their product offerings. 

“In the middle-market space, price remains a priority, but a growing number of  our clients are looking for innovative 
solutions and service offerings from insurers,” said Turner Deckert, Lockton International Practice Leader in Dallas. 

In the complex-account space, clients have come to expect broad-based coverage, as well as comprehensive claims 
data management and coordination with prequalified claims adjusters. 

Local admitted cover is an area of  significant focus across all lines of  coverage. Some buyers are looking for their 
cyber programs to include not only broad-based global coverage but also admitted fronting policies to protect the 
balance sheets of  their operations incountry. 

“What’s changing now is that multinational insureds are looking for insurance markets that can 

offer terms and conditions on local policies that mirror the master program, or come as close as 

possible, as a point of differentiation,” Deckert explained.

Directors and officers (D&O) and errors and omissions (E&O) programs will also follow this path. Much of  this 
interest is driven by revitalized concerns about corporate tax and general regulatory compliance. It also stems from an 
emergence of  contractual requirements that either did not formerly exist or were not otherwise effectively enforced, 
according to Deckert.

Across the marketplace, restructuring disruptions are affecting several major international insurers. These markets 
remain vital to many multinational insureds and continue to issue strong offerings, but brokers must be nimble and 
know how to navigate these changes. A number of  new market entrants have capitalized and further softened the 
marketplace. In contrast, Liberty recently announced it no longer intends to write foreign casualty in isolation or to 
coordinate foreign casualty controlled master programs, and given their limited scale, this will not have an impact on 
the marketplace.
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Brexit’s Global Insurance Implications 

The UK vote to exit the European Union may ultimately have far-reaching implications for businesses around the 
world. The vote has created uncertainty. The best response is to remain calm and avoid hasty decisions that may not 
be in your best interest. 

Financial Strength

Some carriers may 

face some investment 

portfolio risks and 

foreign exchange 

concerns because of 

market volatility. Rating 

agency A.M. Best has 

said it does not expect 

to take ratings actions 

in the near term as a 

direct result of the vote. 

Lockton and the rating 

agencies will be watching 

these issues closely.

Lloyd’s

The Lloyd’s market is 

a unique entity with 

operations based in the 

UK and operating globally. 

Lloyd’s has expressed 

confidence in its 

contingency planning and 

has noted the two-year 

time frame for change.

Market Access

Future negotiations 

are likely to focus on 

“passporting” and 

licensing issues for 

insurance carriers. 

Carriers in the coming 

months will be reviewing 

the locations of their 

operations and adjusting 

as needed to comply 

with new rules. There is 

no immediate issue for 

clients to address.
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Terrorism

Recent Events Spur Widespread Review of Terrorism Coverage

Many countries approach terrorism 
insurance differently, domestically 
and abroad. However, the industry 
is abuzz with conversation about 
risk management, insurance 
capacity, and policy limitations given 
the most recent terrorist events in 
Belgium, France, Florida, Turkey, 
Bangladesh, and Iraq. 

Insured interest in a review of  the 
terrorism coverage afforded by 
property and casualty programs has 
escalated significantly in the wake of  these events. The policy language in typical US-based foreign casualty programs 
is often either exclusionary or silent with regard to terrorism. It is important to confirm the precise level of  coverage 
afforded by these programs because it does vary considerably between insurers. 

“If  coverage is silent, meaning there is no exclusion for terrorism, we believe that remains to the advantage of  the 
insured, and we clearly want to avoid further exclusionary wording being added,” Turner Deckert explained. “But a 
broader array of  terrorism coverage options are available to insureds. For instance, if  clients wish to avail themselves 
of  the benefits afforded by country-specific terrorism pools, local admitted placements are required incountry. 
Our team assists with coordinating.” 

Each local terrorism solution will offer differing terms and conditions, with varying definitions of  terrorism and 
exclusions. Almost all of  the state terrorism pools offer cover for acts of  terrorism within the territories of  that 
country only. Thus, a global program may be desirable to supplement these local pool offerings and to allow for 
consistency of  cover worldwide.

Some insureds no longer wish to rely upon “silent” language in their foreign casualty programs. Instead, they are 
choosing to procure affirmative, stand-alone global terrorism and political violence policies to provide a more robust 
risk management solution. 

Orlando, Florida
Baghdad, Iraq

Brussels, Belgium
Paris, France

Istanbul, Turkey

Dhaka, Bangladesh

Nice, France

Locations of the most recent terrorist events around the globe. July 21, 2016
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As terrorism coverage requests have become more common, the marketplace has become more competitive in 
respect to pricing and coverage terms. Terrorism policies are now more frequently designed to “follow” the property 
policy terms.

“In addition, several markets have expanded their product line to include specific corresponding policies,” said 
Greg DiPrato. “These include nuclear, biological, chemical, and radioactive terrorism, political violence, active 
assailant terrorism, and cyber terrorism.” 

In 2015, Lockton’s Mapledown Underwriting LLP extended its underwriting services to include insurance cover for 
political violence as well as terrorism insurance. It can provide capacity for up to $300 million per risk for property 
cover and $10 million per risk for terrorism liability. It can provide terrorism cover in most areas of  the world. 

Mapledown provides underwriting capacity exclusively to Lockton clients and can be accessed through the Lockton 
Wholesale Terrorism broking team in London. This team has facilities with a combined limit for sabotage and 
terrorism of  more than $1 billion. 

In addition to the capacity offered through Mapledown, Lockton’s Wholesale Terrorism broking 

team can provide the following limits either open market or as a sublimit within our facilities:

Active Assailant 

$35M

Political Violence

$250M

NBCR  
Property/Liability*

$150M
Loss of Attraction

$15M

Threat and Hoax

$20M

Active Shooter

$20M

Terrorism Liability 
T3L (GL/EL)

$500M

*Can be bought as a  

combined limit or as separate 

limits up to a maximum 

combined limit of $150 million.
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Financial Services

The Executive Lines Insurance Marketplace 
Continued to be Favorable to Buyers Through 
the First Half of 2016

There is still an abundance of  capacity in the 
marketplace for buyers of  both public and private 
company D&O insurance. Primary policy renewal rates 
for companies with favorable risk profiles are flat to 
down 5 percent. Newer private and public marketplace 
entrants have remained very aggressive and are gaining 
momentum. Broadening policy language and coverage 
innovation continues. 

The excess D&O and Side A markets remain extremely competitive; premium decreases are the norm. Many clients 
are deploying premium savings into additional D&O limits.

In the employment practices liability (EPL) insurance marketplace, certain jurisdictions, like California, and specific 
industries, such as restaurants, hospitality, financial institutions, and healthcare, present challenges. Employment 
exposures continue to evolve in frequency and severity; we will stay vigilant for any underwriting changes caused by 
these new dynamics.

Most crime carriers are offering coverage for phishing claims on a sublimited basis. Social engineering false 
pretense-related attacks on businesses have become ubiquitous.

http://www.lockton.com/whitepapers/Cook_Social_Engineering_Fraud_June15-lr.pdf
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Cyber

Collaboration Among Cyber, Casualty, and Property Generates More Comprehensive Solutions

The cyber market is still supportive with many insurers ready to write cyber risk policies, but the process has become 
more difficult, again due to more stringent underwriting. 

“Insurers are hiring system security experts to supply them with the appropriate questions to ask,” said Bill Boeck, 
with Lockton in Kansas City, noting what he called “heavy pressure” on cyber risk management from the insurer’s 
standpoint. “As a result, the questions are getting tougher for our clients, and companies that don’t measure up are 
finding it difficult to complete large programs.” 

Debbie Goldstine adds that each client’s cyber risk is best evaluated with a holistic perspective, noting potential 
crossover into other insurance programs beyond a stand-alone cyber policy. Goldstine notes that a cyber placement 
alone does not generally provide comprehensive coverage for certain third-party liability losses that could stem from a 
cyber-related event. 

As an example, the excess casualty program can often address exposures, such as resultant bodily injury and property 
damage losses, not typically included under a traditional cyber policy. 

Lockton Property Leader Mike Andler agrees, noting that FM Global’s reaffirmation and expansion of  its cyber 
offering—in its admitted policy as of  April 1, 2016—define data as property insured and specifically state that all 
ensuing damage from a peril not excluded is covered under the policy. Increased buyer awareness of  the first-party 
cyber exposures has required property brokers to become well-versed in the space as well as the financial lines experts 
whose focus has been privacy and cyber liability.

While a select few insurers are increasing efforts to create hybrid policies to mind such gaps, the 

marketplace remains quite fragmented in its approach to delivering comprehensive coverage via a 

single-policy solution.

Since the majority of  insurers continue to address exposures within the confines of  cyber, casualty, and property silos, 
broker collaboration across coverage disciplines is essential to delivering solutions aligned with each client’s cyber risk 
transfer objective.
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Surety

Profitability Continues to Prevail

The small- and middle-market surety space continues to be highly competitive as regional sureties work to reestablish 
their market position after the recession. Losses have increased in this space but not anywhere near the level 
previously feared, so the long stretch of  profitability continues.

Sureties continue to focus on the availability and quality of  labor, in addition to standard underwriting concerns, 
because the growing backlogs of  subcontractors have historically led to quality and efficiency issues.

“A few sizeable, pending surety losses will affect a number of large sureties’ results,” 

said Evan Sizemore, with Lockton in Kansas City. “These potential losses, driven by previously falling 

oil prices, are causing some sureties to reevaluate their accounts. Therefore, underwriting in this 

sector is tightening, sending lower-credit-quality contractors in search of new surety support.”

Energy industry concerns from the first half  of  2016 have eased slightly with the rising price of  oil. However, many 
sureties adjusted their position on widely supporting this sector, and they continue to scrutinize their exposure. 
Lockton keeps a watchful eye on this area because further deterioration could lead to large losses that could impact 
surety reinsurers, which may have a trickle-down effect on surety underwriting standards and capacity. 

Preliminary end-of-2015 calendar SFAA results show a 2.7 percent year-over-year increase in total US surety premium 
writings, with an 18.0 percent direct loss ratio. “The continued profitability of  the industry means the softer market 
terms—especially for stronger clients—will continue until something changes,” advised Sizemore. “Sureties are being 
aggressive for top-tier accounts, driving rates and program conditions in the clients’ favor.”

New bond forms have been released by a major surety that allow for expedited claim handling, among other 
innovations. This bond form has successfully been used on integrated project delivery and public-private partnership 
projects to lower the cost of  capital, similar to a line of  credit.

For clients involved in complex projects, this updated form could replace the use of  lines of  credit, providing 
additional banking capacity and allowing them to further leverage their balance sheets for project support.
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Construction

Carrier Exit Spurs Search for New Coverage

In the construction sector, AIG’s exit from high excess 
layers of  an insurance program is requiring many 
companies to look for new coverage.

“AIG wrote quite a bit of  excess in the construction 
space, and they wrote it very aggressively,” said 
Mike Roark, with Lockton in Denver. “The immediate 
challenge becomes the carriers who entered the market 
after AIG left and are pricing the business at a much 
higher level than AIG.” 

However, there are still many construction projects 
underway and ample capacity in the excess space, so 
the pricing is the only negative impact beyond the 
termination of  a previous carrier relationship. 

“We’re still seeing a rather aggressive pricing and rate 
approach to general liability, workers’ compensation, 
builder’s risk, and wrap-ups,” explained Roark. 

Real Estate

Carrier Disruption Leaves Companies Cautious

Most notable in the real estate market is the migration 
of  employees from Chubb’s real estate practice to 
Endurance. While this move was expected to cause 
disruption, Chubb has been quick to communicate that 
it has been working through a transition plan. 

Another point of  interest is AIG/Lexington, which is 
cutting back and/or repricing its risk on catastrophic 
(CAT) earthquake and named storm exposures. 
Companies—both inside and outside the real estate 
sector—with significant CAT exposure with AIG/
Lexington should have a backup plan in case its 
aforementioned changes take effect. 

Finally, the real estate property market continues to be 
soft, despite substantial losses from the flooding and 
hailstorms in Texas during the past few months. While 
the storms were fairly catastrophic, they have not yet 
had a significant impact on the market. 

“I suspect as the numbers start getting aggregated out 
of  Texas, it may influence certain occupancies, especially 
multifamily, so it’s something to be aware of  on the 
property side,” said Pete Romano, with Lockton in 
Denver. “Clients should be mindful of  their exposures 
and losses coming out of  these events so they are 
prepared should the market look to recoup losses.”
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Healthcare

M&A Activity Fosters Plenty of Market Capacity

The healthcare insurance market continues to have an 
oversupply of  capacity with a shrinking client base due 
to merger and acquisition activity. Other contributing 
factors include the growing trend of  hospital systems 
purchasing physician practices and the adoption 
of  an employment model. There is an ongoing 
integration of  acute care, outpatient, home health, and 
hospice operators.

As a result of  this industry consolidation, growing 
healthcare organizations might consider adding excess 
layers, which are relatively inexpensive. Meanwhile, insurance carriers are losing the rich primary premiums that 
the acquired organization previously generated. This translates to less overall premium in the medical professional 
liability marketplace.

Medical malpractice remains in the headlines, with no shortage of  large verdicts. In fact, Philadelphia just saw one of  
its largest jury verdicts.1 Even so, current insurance market economics have provided clients with flat to decreasing 
pricing at renewal.

“We counsel clients that insurance capacity is abundant and inexpensive,” said Kevin Junod, Lockton Healthcare 
Practice Leader in the Northeast US. “It’s an effective and efficient way to protect both the balance sheet and mission 
of  the organization.” 

1Tate v. The Hospital of the University of Pennsylvania, May 6, 2016
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Environmental

Pollution Legal Liability Carrier Change Creates Initial 
Uncertainty, Tempered by Market Interest 

The most significant event in the environmental market during the past 
three to four months was AIG pulling out of  the pollution legal liability 
(PLL) site-specific insurance programs that it used to write. 

“They actually started the business in 1980, and they have about 
$100 million of  business coming up for renewal,” said Matt Lumelleau, 
with Lockton in Houston. “We have seen a total exodus of  their PLL 
underwriters around the country, and it has certainly created some noise 
in the market.”

Lockton has been working with AIG closely on open claims, but many 
companies are looking to move their policies to another carrier, given 
AIG’s retreat. Approximately 20 different carriers are stepping in to write 
that business.

“The challenge we face is that a lot of  environmental policies are written 
on a multiyear basis, and AIG pricing was highly competitive, so we are 
looking at premium increases and a bit of  turmoil,” said Lumelleau. 
“However, our other carrier partners have been working very well with 
our environmental practice to deliver solutions to our clients.”

20
carriers stepping 
in to write PLL coverage
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Energy

Too Early to Say the Energy Market Has 
Reached Bottom 

The insurance market continues to feel the pain of  
the industry downturn. The supply-and-demand 
imbalance during the past 18 to 24 months has 
continued unabated. The market is still characterized 
by drastic overcapacity and demand that has fallen off  
a cliff. CAPEX is down in excess of  75 percent for 
many energy firms; drilling has virtually stopped, as 
has most midstream construction (both of  which were 
very lucrative activities for insurers the past 24 to 36 
months). 

Yet, recently there has been a potential bottoming in certain classes of  business. We placed a few upstream risks in 
March where London market participants have actually declined to write what would be new business to them, citing a 
premium rating that was “too aggressive.”

Certainly, two months of  declinations do not make a market shift, but featuring deals not being completed on the 
leader’s terms is a trend. Rates remain very competitive versus historical norms, and it is a great time for insureds to be 
transferring risk. 

The question is whether we, much like the counterparts in the energy industry, have bottomed. Oil doesn’t have 
another $70 to fall. Reductions in drilling will inevitably translate into lower supply. Increasing populations and 
globalization lifting living standards will inevitably translate into increased demand.

Opportunistic investors have watched with interest as energy companies have navigated the stages of  grief  during the 
past 20 months. Shock and denial gave way to anger and depression. We are close to capitulation now, which has to 
come before acceptance and hope. The Houston boardrooms that are facing headwinds now will eventually feel the 
wind at their backs. 

Unfortunately for the current occupants of  those boardrooms, the future will see many new people at the table. 
Investors long to see that evolution, and those with the boldness to see it through will reap the profits. So will the 
insurers who are willing to play the game through the cycles and partner with the energy industry when the market is a 
proverbial duster as well as when it’s a gusher.
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US PROPERTY & CASUALTY INDUSTRY AT A GLANCE

All charts include mortgage and financial guaranty insurers. 
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The profit of $2.2B 

in 2016 Q1 was 

down from $4.1B in 

2015 Q1, but still 

represents profitable 

underwriting 

operations.
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Premium growth in 

2016 Q1 slipped to 

3.2%, from 3.8% in 

2015 Q1. However, 

it’s the 24th 

consecutive quarter 

of year-over-year 

premium growth.
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US PROPERTY & CASUALTY INDUSTRY AT A GLANCE

All charts include mortgage and financial guaranty insurers. 
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The industry combined 

ratio, a measure of 

underwriting profit, 

was down to 97.5% in 

2016 Q1, from 95.7% 

in 2015 Q1.
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Investment gains were 

$13.2B in 2016 Q1, 

compared to $16.3B in 

2015 Q1.


