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For years we in the insurance industry were saying, “Just wait for a mega loss or two and 
the long soft market will turn.” Then we began wondering if we were wrong. Maybe the 
fundamental economics of insurance would continue to attract capital and the steady rise in 
supply would continue to outstrip demand, and downward pressure on rates would persist 
indefinitely. Or maybe the mega losses  wouldn’t be big enough.  Maybe the insurance cycle 
was indeed a relic of the past.  

Well, we’ve got some big ones now. While we come to grips with the scale of the ongoing 
humanitarian crisis, we in the industry can’t help but wonder if we might see some answers to 
those questions we’ve been asking for several years.

So far, however, Harvey, Irma and Maria have probably generated more questions than 
answers. Here is our top-10 list of questions that the industry is asking itself.  While a few 
answers are emerging, we don’t expect substantial clarity much before year-end.  

Experience, preparation and cutting-edge 
analytics: your tool kit for a potentially 
tumultuous 2018

1. How big will the loss to the industry be?

The estimates for the total losses to the industry range dramatically. Some are lower than 
$50 billion while others top $200 billion. Despite this enormous variance, there seems to 
be a growing consensus that the total will exceed $100 billion. That’s a serious blow to the 
industry. It’s hard to imagine that such a blow will not impact rates.   

2. Will property rates go up?

These are still early days, but yes, we expect rates to go up. For the insureds with losses and 
direct hurricane exposures, the losses could be steep. Others could see small increases. 
The long soft market for commercial property insurance could be over, at least temporarily. 

3. Will it extend and will it last — will the market turn?

This of course is the big-picture question of the moment and it’s impossible to say. The 
answer will likely depend on the answers that emerge to some of the questions that follow.
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4. Will other lines be affected?

Unclear. Insurers booking heavy losses will likely be under pressure to make up the 
outflow and may look to do so in non-property premiums.   Many industry observers 
have pointed out that the profitability of property insurance (even while rates have 
been declining, relatively modest catastrophic losses have meant profits for many) has 
masked loss deterioration in other lines of business. With that mask gone, some will 
seek increases in other lines.  Competition may keep that in check, but we would not be 
surprised if the days of rate decreases are over — at least for a while.

5. Will insurers be able to pass along increases they may see from 
reinsurers?

The carriers will try. Reinsurers have seen rates tumble for an extended period and now 
face another blow. They could well be on the hook for a large portion of the losses that 
most expect will exceed  $100 billion. This should certainly put the brakes on reinsurance 
price reductions and likely reverse them, leading to increases. Will the increases hold? 
Unknown. But if they transpire as we expect, they will put insurers under further pressure 
to raise their own rates. 

6. How will investors react?  

Insurers will be hit, and in many cases hit hard, but for most we expect it will be what’s 
called an earnings event and not a balance sheet or capital event. The heavily regulated 
insurance industry has been reporting record policyholder surpluses for several years. 
These surpluses surpass $700 billion, and while $100 billion is a very noticeable chunk, 
it’s still a fraction. So the claims will be paid and insurers will live to underwrite another day. 

As for investor reaction, the usual pattern has held so far: just after the storms hit, 
investors, fearing the worst, pull back and stock prices fall, but then quickly recover, and 
in anticipation of possible rate increases often push that recovery into positive territory.  
The long-term picture, however, may take on a different hue. Anyone who followed the 
forecasts for Hurricane Irma as it bore down on Florida will recall that at some points in 
the days before the actual landfall, a direct hit on the state’s most populous areas seemed 
possible, even likely. That could have yielded a catastrophe much worse than what we 
saw.  Appreciation of the extent of the potential loss may over time have an impact on the 
way the industry is perceived, although we have seen little sign of it yet.
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7. Will the influx of alternative capital be affected?

One of the key driving forces in our industry today is the influx of capital in various forms 
creating an increase in supply that has exceeded demand and kept prices down. The 
capital has flowed in as the global economy has remained in a low-interest environment, 
and major economies have experienced low, single-digit growth. The insurance industry 
has at least invited some glimpse of hope for growth. This terrifying windstorm season may 
give pause for the reasons outlined above. On the other hand, the prospect of rising rates 
may encourage fresh capital — capital unaffected by the 2017 hurricane season. 

Here’s another possibility. If this triple disaster does not have a significant impact beyond a 
modest uptick in property rates for those with relevant exposures — if the recent pattern of 
resiliency that has sustained a soft market for upwards of a decade maintains — perhaps 
the insurance industry will lose some of its luster for the opposite reason. Instead of 
appearing riskier, it may appear flat and less appealing to capital in search of profit.

This is the kind of trend that takes time to develop and again is only conjecture. But food 
for thought.

8. Do we have our modeling act together?

Predicting losses before the damage can be fully assessed is never easy and estimates 
will vary, sometimes considerably. The range in loss estimates for Hurricane Maria, 
however, has been staggering. The low estimate from one modeler is higher than the high 
estimate from another. Further, these hurricanes broke records: for rainfall in the case of 
Harvey and intensity in the case of Irma (though that intensity had mercifully subsided 
somewhat by landfall). Just as the triple play of Katrina, Rita and Wilma sent the modelers 
back to the drawing board in 2005, this year’s trio will have an impact. Not to the extent 
that Hurricane Andrew changed the business in the 1990s, but still to a noteworthy 
degree, we expect.

9. Will some unflattering claim adjusting stories put a stain on the 
industry?

In the aftermath of a disaster, incredible effort is expended to get claims settled and 
let insurance do what it does — act as a foundation for recovery. The working of this 
machinery, remarkable as it is, is not usually newsworthy until something goes wrong. 
Hurricane losses are especially prone to disagreement given the necessity of sorting out 
the roles played by flood vs. wind in creating the losses as well as the definitions regarding 
each in the relevant insurance policies. Fair or not, the industry often suffers some bad 
PR when claim adjusting conflicts come to light. With a set of disasters this broad, at least 
some media attention of this kind seems inevitable and we’ll brace for it.
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Many who work in the industry today have not gone through a market correction.  Now is the 
time to seek out experienced hands while using the most up-to-date tools at your disposal. 
Both will be invaluable in the days ahead.  

Joseph C. Peiser 
Head of Broking 
Willis Towers Watson North America 
Senior Editor 
Marketplace Realities

10. What should buyers do as 1/1 renewals approach?

The most basic and sound insurance advice, one that may sum up the entire industry, 
is simple: hope for the best, prepare for the worst. At the moment, in an era of seeming 
rising intensity in weather disasters and now contemplating what will likely go down as the 
worst hurricane season to date, we might rephrase it: prepare for the inevitable, hope for 
some respite. That’s a little stark. In fact, the insurance industry, when all is said and done, 
will almost certainly prove again to be a bulwark of resilience.

But the marketplace is going to react, and buyers need to be ready. By 1/1 renewals, 
insurers will have a clearer sense of the losses they face. They will have strategies for 
handling their internal business and external competition and no one should expect 
the status quo. Now is the time to catalog the positive differentiators of your risk so you 
can set yourself apart from the pack. Now is also the time to benefit from long-term 
relationships where perhaps you didn’t always seek the rock-bottom price. Anyone going 
to market should have a Plan B in place. And a Plan C. Buyers should also know their risk 
tolerances, so that if rates and retentions are spiking, you know where your ceiling is. Use 
the analytics now widely available to make these assessments rationally. The last thing 
you want to be is caught off guard. 

New for 2018

This year we add a new page in the casualty section for product recall. Why? While it’s true 
my background is in casualty and I tend to focus on its subtleties, our goal here is simple: 
to help insurance buyers keep on top of the trends and make the most informed decisions 
about how to protect their organizations.

We have seen a marked increase in uptake of coverage for product recall. It’s not really 
surprising, given the nature of our increasingly litigious world and the social media 
environment which can so quickly magnify the reputational risk that arises in a recall 
situation. The marketplace evolves to respond to those risks, and Marketplace Realities 
evolves to offer guidance about that specific marketplace.
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Insurance product

Property: cat-exposed with losses

Property: cat-exposed risks

Construction: auto

Employment practices liability: California

Marine: cargo and hull

Environmental: combined with casualty

Marine: liability

Casualty: auto

Construction: CIP, XS

E&O, good loss experience

Employment practices liability

Property: non-cat risks

Trade credit

Cyber

Casualty: general liability

Casualty: umbrella

Fiduciary

Kidnap & ransom

Aerospace: airlines

Product recall

Casualty: workers comp

Casualty: excess

Construction: GL, WC, PL, builders risk

Fidelity

Surety

Terrorism: tier 1

Political risks

Aerospace: general aviation/airports/municipalities

Casualty: international DBA

Terrorism: non-tier 1

D&O

Aerospace: products/services

Environmental: CPL

Environmental: PLL/EIL

Casualty: international

Health care professional

Aerospace:  financial institutions/lessors

-20 -15 -10 -5 0 5 10 15 20 25

-20 -15 -10 -5 0 5 10 15 20 25

Commercial insurance rate predictions for 2018
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Comparing our predictions for 2018 to those for H2 2017, we see the broad impact of 2017’s 
mega losses but at the same time a reminder that many specialty lines of insurance go their 
own way, following their own supply and demand curves. Property rates, those impacted most 
directly by the recent hurricane onslaught, moved from predicted decreases to increases 
across the board. For 13 of the lines we survey, however, predictions are unchanged from 
last spring. But upward pressure is evident in seven lines — including casualty, where 2017 
forecasts for small decreases have been replaced by predictions of small increases. For most 
buyers, the insurance spend in 2018 will be, unfortunately, on the rise. 

Overall, seven lines are expected to offer price increases, seven decreases, and nine a mix of 
both (or flat renewals). 

Market trends: lines facing increases, decreases or a mix

MR Issue Decreases Increases Mix/flat

2018 7 7 9

2017 spring update 10 6 7

2017 10 6 7

2016 spring update 9 8 5

The 2017 figures reflect the addition of international coverage as a separate line; 2018 figures reflect the addition of 
product recall and the subtraction of employee benefits, which is no longer covered in this report.

Two lines report downward pressure on rates compared to the spring. Most cyber insurance 
buyers will face modest increases at renewal, but smaller ones, and the cleanest risks may still 
see low single-digit decreases. This change reflects the growth of the sector, with demand for 
coverage increasing steadily but supply of capacity keeping up. First-time buyers will continue 
to see competitive conditions. In environmental insurance the high double-digit increases for 
combined environmental-casualty programs have begun to ease.

In D&O, decreases will be available for many, but will likely be smaller than those enjoyed 
in 2017.  For terrorism insurance, buyers should expect more flat renewals, rather than the 
decreases they have seen in recent renewals. 

The big question for 2018 price prognosticators is how long the upward pressure will last. We 
expect to have answers in our spring update. 

Looking forward, looking back
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The outlook

�� For 2018, seven lines are expecting increases.

�� Auto 

�� Casualty

�� Employment practices liability

�� Errors & omissions

�� Marine

�� Property

�� Trade credit

�� Seven lines are expecting decreases.

�� Aviation (with small increase for some airlines)

�� Directors & officers

�� Environmental (with small increases for combined casualty policies)

�� Health care professional

�� International

�� Political risks 

�� Terrorism (flat for many buyers, including tier 1 risks)

�� Nine lines are predicted to deliver a mix of small increases and decreases or flat rates.

�� Cyber

�� Construction

�� Energy

�� Fidelity

�� Fiduciary

�� Kidnap & ransom

�� Product recall

�� Surety 

�� Workers compensation

For more insight on how you can prepare for a marketplace in flux, contact your local 
Willis Towers Watson representative.

Joseph C. Peiser 
Head of Broking 
Willis Towers Watson North America 
Senior Editor 
Marketplace Realities
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Property

*This report offers Willis Towers Watson’s first view of the marketplace post hurricanes Harvey, 
Irma and Maria.  At the time of publication, there is still a high degree of uncertainty around property 
market conditions and pricing for 2018. We will publish a supplement to our property section once 
we have more visibility into the factors influencing market conditions.

�� The 2017 hurricane season has been one of the most active and financially disruptive in 
history. With losses to the insurance industry expected to exceed $100 billion, we fully 
anticipate some type of market correction.  

�� Despite the damage, the marketplace has been very stable so far.  We do, however, expect 
a change in the marketplace after insurers have a chance to estimate their ultimate losses. 
It is safe to say that all property markets will have combined ratios above 100 this year.

�� Most 10/1 renewals proceeded smoothly and some even saw rate decreases.

�� Most 11/1 renewals have been quoted and all markets are honoring their quotations so far.

�� But insureds experiencing hurricane losses will see rate increases. These buyers should 
make every effort to prepare loss estimates for the markets. Many insurers will insist on loss 
estimates before they can release quotes.

�� Many property underwriters have come out and said that no further rate decreases will 
be quoted unless approved by their top U.S. managers.

�� Many property coverages will be impacted by the hurricanes.

�� Business interruption calculations – Business interruption value determination is usually 
the most difficult part of any property claim. The complexity grows when a major cat event 
affects multiple locations in a wide geographic area.

�� Storm surge (flood vs. named windstorm) – Post Hurricane Katrina, many property 
policies moved storm surge coverage from the named windstorm section to the flood 
section. This lowered coverage limits for damage caused by storm surge. Also,  flood 
sublimits are aggregated annually and may need to be reinstated after large losses occur.

�� Quantifying deductible percentages for natcat – This can take some time after a 
loss but it must be done correctly. Policies base these figures on the SOV on file with 
the carrier or on a per-unit basis at the time of the loss, and the different methods may 
yield widely differing results. Underwriters will be pushing to increase dollar caps and 
to restore percentages to prior levels to the extent they had diminished in recent years. 
Some underwriters will be requesting appraisals post loss to determine the value base for 
application of the percentage deductible.

�� Civil & military authority / ingress & egress – These coverages can vary widely, e.g., with 
regard to distance limitations. 

�� Non-physical damage and cyber extensions – Underwriters will be seeking to reduce 
sublimits, impose annual aggregates or eliminate entirely.  They may also push back on 
recent vintage extensions like evacuation expense.

�� Evacuation expense – This will be triggered for many. Insureds will need to determine if 
actual damage or imminent threat of damage must occur for this coverage to apply.
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The one thing

Know your risk tolerances and 
coverage needs so you are ready for 
the possibility of renewal pressures 
we haven’t seen for years.

Price prediction 

Non-cat exposed property 
Flat to +5%

Cat-exposed property 
+10 to +20%

Cat-exposed property with losses 
+20% to +25%

This forecast wil be updated with a 

supplement to our property page as market 

conditions come into clearer focus.

Contact

Gary Marchitello  
Head of Property Broking 
+1 212 915 7914 
gary.marchitello@ 
willistowerswatson.com

  

�� Contingent time element/business interruption – Some policies will exclude or have a 
lower CBI sublimit if the loss is due to natural catastrophe in high hazard areas. 

�� Service interruption – With widespread power outages, many service interruption 
claims are likely. Waiting/qualifying periods typically apply before coverage goes into 
effect and normally service providers need to suffer direct physical damage for the 
coverage to trigger.

�� Valuation limitations (margin clauses, coinsurance, OLL) – Language limiting the 
amount you can recover after a loss is added to many policies when the insurers believe 
the values reported at binding may be inaccurate.

�� Debris removal – Debris removal is a major issue after hurricanes. Coverage may be 
limited for debris that comes from other uninsured locations.

�� Prognosticating rates at the approach of a hardening market is a tricky business and 
there is still uncertainty as to where the market will land by year end. Some carriers 
are indicating worst-case increases of up to 50%. Others are more sounding more 
moderate. We believe the more moderate voices will prevail. It’s also important to 
note that several factors could dampen the upward pressure on prices, including 
still-abundant capacity, a competitive landscape and reports that the ILS investor 
community is still interested in entering the market, all of which could limit increases 
over the long term.
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Casualty — Primary liability & excess

The one thing

With casualty markets likely looking 
to test their ability to push rate in 
early 2018, it is important to get in 
front of renewals and have open 
dialogue with your insurers on rate 
expectations well in advance of your 
inception date.

Price prediction

General liability 
Flat to +3%

Umbrella liability 
Flat to +3%

Excess liability 
Flat

Contact

Jonathon Drummond 
National Casualty  
+1 312 288 7892 
jonathon.drummond@
willistowerswatson.com

�� The casualty marketplace continues to experience a dichotomy of drivers influencing rate 
and leading to market stabilization. While factors such as an aging workforce, distracted 
driving and liberal class action certification have led to a material uptick in loss activity, 
historically high capacity and a pre-hurricane P&C combined ratio under 100 have pushed 
insurance carriers to aggressively pursue new business. However, with the losses to the 
industry from the recent storms expected to exceed $100 billion, earnings for most 
insurers will be in negative territory. We expect insurers will be unlikely to routinely 
grant rate reductions in casualty lines. While we do not foresee a casualty market 
hardening, we expect flat rates with possible single-digit increases to be the new 
normal into H1 2018. If history is a guide, however, the surplus of casualty capacity will 
likely prevent any spikes in rate.

�� De-sensitized jury pools and liberal class action certification continue to plague the industry 
and drive nine-digit catastrophic liability awards. As reported by Reuters, the average 
personal injury award has increased 88% in the past nine years, posing the question of how 
has this growth eroded the protection of an insured’s limit of insurance?

�� M&A activity has impacted capacity, leaving some insureds tasked with finding new 
partners. While capacity remains abundant, additional M&A activity could reduce capacity 
and put upward pressure on rate.

�� Several global insurers are communicating reserve concerns emanating from their U.S. 
commercial general liability portfolio. Should these concerns materialize into notable 
reserve inadequacies, the liability marketplace could face disruption similar to that 
experienced in commercial auto liability in 2016. 

�� There is a growing belief that mid-cap policyholders are the road to profitability in the 
umbrella marketplace. Two major global umbrella markets are looking to make significant 
investments in the middle market space over the next 12 months.

�� The London marketplace continues to push product innovation, and Willis Towers Watson 
has recently released the Willis Excess Liability Lineslip (WELL), a unique and proprietary 
product using a Lloyd’s syndicated platform to deliver one of the industry’s broadest 
umbrella policies.

�� On June 19, in Bristol-Myers Squibb Co. v Superior Court of California, the U.S. Supreme 
Court ruled in favor of the plaintiff in a case that challenged a California Supreme Court ruling 
supporting the practice of forum shopping. This decision, which limits the plaintiffs bar 
from forum shopping, may be the most significant ruling related to products liability in 
years.

�� Cost-effective excess liability pricing combined with a challenging umbrella liability 
marketplace, has led insureds to continue to restructure their umbrella and excess towers to 
facilitate a shorter lead limit of $10–$15 million.

�� To secure best-in-class excess terms and conditions and enhance their carrier partner 
relations, insureds continue to look toward panels and similar facilities.  
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�� We find that the U.S. workers compensation insurance market is somewhat insulated 
from global insurance rate trends. As such, we do not expect a general uplift in P&C 
rates resulting from the 2017 hurricanes to have much impact on U.S. workers 
compensation rates.

�� Medical costs continue to rise, with the Bureau of Labor Statistics advising that medical care 
costs have risen 3.2% in H1 2017 and are not projected to subside in H2 2017. This growth 
continues to outpace inflation.

�� The plaintiffs bar continues to successfully push regulatory reform in states that have 
contained attorney-fee caps by suggesting that these compensation limits violate 
constitutional rights. While Florida was the first to experience such reform, which ultimately 
resulted in an approved rate increase of 14.5%, states such as Alabama have followed suit.  

�� The opioid epidemic has had material impact on health care, general liability and 
workers compensation lines of insurance. Business Insurance reports that 40% of all 
drug spending under workers compensation is on opioids. A recent Liberty Mutual study 
detailed the problems associated with cases where opioids are prescribed within 15 days 
following lower back injury. Data showed patients receiving opioids shortly after an injury, 
when compared to patients who received no early opioids, were:

�� Disabled an average of 69 days longer

�� Three times more likely to need surgery

�� Six times more likely to become dependent on opioids

�� Medical marijuana has been proposed as an alternative for pain management, but 
as expected, this solution has been met with much opposition. From an insurance 
perspective, medical marijuana continues to challenge state workers compensation 
boards, as well as state judicial and legislative bodies, as they decide whether to permit 
reimbursement of medical marijuana as a compensable workers compensation benefit. On 
September 13, the Supreme Court of Maine heard arguments in Bourgoin v. Twin River Paper 
Co. The outcome of this case will decide whether medical marijuana will be reimbursed 
under Maine’s state workers compensation act. This ruling will likely influence the response 
of other states.

Workers compensation

The one thing

With the evolving legal lines between 
an employee and independent 
contractor creating unforeseen 
workers compensation liabilities, 
you need to stay abreast of these 
changes and diligently manage 
contractual relationships to ensure 
proper protection.

Price prediction

-2% to +2%

Contact

Jonathon Drummond 
National Casualty  
+1 312 288 7892 
jonathon.drummond@
willistowerswatson.com
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Auto liability

The one thing

Keep up with the technological 
changes that are changing the risks 
associated with driving as well as 
creating solutions to manage those 
risks.

Price prediction

+3% to +8%

Contact

Jonathon Drummond 
National Casualty  
+1 312 288 7892 
jonathon.drummond@
willistowerswatson.com

�� While vehicle technology certainly has improved vehicle safety, it has also contributed 
to a material uptick in physical damage claim expense. From increased component part 
complexity to new expensive materials and higher labor costs, the cost to fix damaged 
vehicles has increased 20% in the past three years.  

�� Technology has also exacerbated the problem of distracted driving. Distracted driving has 
led to higher frequency of accidents and, unfortunately, an increase in fatalities. Through Q3 
2016, auto fatalities were up 8% compared to 2015 — and 2015 was a record auto fatality 
year in the U.S. All indications point to continued increases during 2017.

�� Technology has also led to solutions to help manage the risk of distracted driving, with 
software on corporate devices that prevents texting and emailing in a moving vehicle.  We 
expect this to be a more consistent practice as the technology becomes more prevalent. 

�� The average cost to settle an auto fatality has increased from nearly $1.9 million in the mid-
2000s to over $3.5 million. Both calendar years 2015 and 2016 witnessed auto fatalities 
grow in excess of 2,000 compared to prior year norms. Combined with settlement growth, 
this has created additional industry projected liabilities of $6.4 billion.

�� With a full underwriting cycle behind us, the marketplace has slowed its effort to modify 
auto liability program structures (e.g., higher retentions, higher umbrella attachments, etc.), a 
practice we saw frequently in 2016. However, the marketplace has not stopped pushing 
rate. For accounts with a heavy auto exposure, rates could rise more than 10%, and 
even insureds with a modest fleet should expect rate pressure at renewal.
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�� Although rate reductions are slowing, new entrants into the international casualty 
segment are still driving innovation and downward pressure on prices. This is the time 
to evaluate expiring program structures, limits, terms, services and pricing and to question 
the status quo. Certain structures are making a resurgence, including use of captives, ART, 
matching deductibles and retentions. To obtain best results, a marketing exercise, combined 
with an analysis of losses and your risk tolerance, may well be necessary, but expanding 
coverage with incumbent markets can also be an effective strategy.

�� Insurers are often willing to modify new technology exclusions, reduce pricing, provide 
multiyear policies and broaden local policy coverages with the addition of:

�� Excess employer’s liability (including commuting to/from work and war and terrorism 
buybacks)

�� Sudden & accidental pollution

�� Tenant’s liability

�� Auto physical damage 

�� Manufacturer’s E&O, extended products

�� Insureds are more aware of duty-of-care responsibilities, as the intersection of risk 
and HR/benefits blurs. Buyers can look to maximize employee protection globally by 
combining coverage for foreign voluntary WC (FVWC), kidnap, travel assistance, benefits 
and other lines. Clients should consider expanding their FVWC policy with political 
evacuation, crisis response, war and terrorism and accidental death and dismemberment 
coverages. 

�� Interconnected societies, rising personal injury claims, auto and workers compensation/
employer’s liability claims, global polarization, aging workforces and technological advances 
continue to create uncertainty and push insurers to seek increases and clarify coverages. 

�� Other factors driving the market include: 

�� Regulatory changes, protectionism, sanctions, Brexit

�� Increasing concern for privacy (Australia, U.K., E.U.)

�� Stricter compliance requirements (cash before coverage, premium taxes, tariffs) in Brazil, 
Mexico, Africa, U.K. India, Malaysia and Korea

�� Protection and safety of employees who travel or who reside abroad, in light of continued 
conflict in the Middle East and threats from North Korea

�� Brexit will affect global programs issuing freedom of services (FOS) policies. Insurers are 
relocating the issuance of FOS policies to the European continent — primarily Luxembourg, 
Belgium and France. 

�� For middle-market clients, capacity is abundant. Minimum premiums for local policies 
can be reduced to as low as $1,500.

�� Higher liability limits are increasingly available locally for D&O, stock throughput/marine, 
WC/EL, professional, cyber.

�� For DBA, continued focus on safety, loss control and claim management is a best practice.

International casualty

The one thing

A highly competitive marketplace 
offers the perfect opportunity for 
buyers to customize their programs.

Price prediction 

Foreign casualty  
-5 to -10%;

DBA  
Flat to -5%

Contact

Tanja Maffei  
International 
+1 312 288 7324 
tanja.maffei@willistowerswatson.com
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�� Recall renewals continue to see flat or reduced rates due to increased competition.

�� The marketplace has seen a significant uptick in first-time buyers over the last 12 months. 
Global annual recall premiums have climbed well in excess of $400 million. 

�� Carriers are focusing on limit management, with many capping their primary limits at 
$5 million

�� Quota sharing has become more prevalent in the U.S. and has helped maintain stable pricing 
conditions.

�� There are no signs of consolidation after Liberty’s and Fairfax’s respective acquisitions of 
Ironshore and AWAC.

�� There have been very few new coverage developments on the food & beverage side in 2017.  

�� Insurance triggers continue to broaden in the non-food sectors, including some 
manufacturing errors & omissions features. 

�� Insurers are starting to work with the broking community in an effort to gather information 
and develop data analytics.

Product recall

The one thing

Watch for new hybrid recall and 
cyber solutions that will address 
cyber breaches, which can create 
product recall risk as consumer 
electronics, automobiles, 
implantable devices and other 
products are targeted by hackers.

Price prediction 

-5% to +5%

Contact

Brandan Sielen 
National Product Recall Broking 
Specialist 
+1 602 787 6058 
brandon.sielen@ 
willistowerswatson.com

Kevin Velan 
+1 312 288 7140 
National Product Recall Broking 
Specialists 
kevin.velan@willistowerswatson.com
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�� Total annual cyber premiums are set to climb through 2018. Industry observers expect 
premiums to reach $10 billion by 2020. 

�� Cyber renewals for both primary and excess cover are averaging single-digit 
increases. Where organizations have demonstrated increased levels of security and 
internal policy controls, underwriters have offered premium decreases. Increased 
competition in the marketplace has also been a factor. 

�� Middle market clients (annual revenues below $1 billion) are still seeing a very competitive 
marketplace with aggressive pricing and broad policy language, as many carriers seek to 
enter the space. 

�� With the E.U. General Data Protection Regulation (GDPR) set to go into effect in May 2018, 
we expect cyber markets to address coverage for regulatory actions stemming from the 
new regulation. Furthermore, with increased reliance on Internet of Things (IoT) technology 
on the part of both consumers and industry, we expect increased gap exposures in 
technology E&O and cyber coverage on new submissions. 

�� More markets are looking to address gaps in property, GL and special crime coverage 
to include perils arising from cyber exposures, and certain markets are beginning to 
blend cyber and property coverages. We are also seeing an expansion of cyber coverage 
in general. Examples include explicit grants of coverage for ransomware and social 
engineering and expanded cyberterrorism coverage to include nation-state attacks.

�� Carriers continue to focus on better management of limits deployed on programs, with 
many offering no more than $10 million on a given placement. Some carriers will consider 
additional limits on a case-by-case basis.

�� There is at the same time an increase in capacity, with new U.S., London, Bermuda and Asian 
markets providing limits of up to $600 million in some cases.

�� Accumulation is a growing concern for insurers, particularly from “silent” cyber. Aggregate 
and excess-of-loss “catastrophe” reinsurance products have been developed to address 
this concern and rising interest is anticipated, as insurer stakeholders, including regulators, 
rating agencies and BODs, focus on cyber risk quantification and risk management.

�� Insurers are exploring data analytics partnerships with InsurTech and FinTech in an 
effort to optimize exposure data gathering, allowing underwriters to assess employee 
sentiment on how sensitive data is handled. Overall, underwriters want to better understand 
organizational cyber culture, particularly in cases where organizations are developing 
holistic approaches to cyber risk across people, capital and technology.

�� Carriers continue to be more accepting of manuscript applications and conference calls in 
lieu of standard applications. This has led to more competitive quotes due to the increased 
amount of information provided.

Cyber risk

The one thing

In light of recent ransomware 
attacks (e.g., WannaCry and 
Petya/NotPetya), be prepared 
to question markets on how they 
quantify business interruption and 
dependent business interruption 
loss, as there is a trend toward 
being more prescriptive with these 
calculations.

Price prediction

Renewals (non-POS retail; non-large 
health care) 
-3% to +5%

First-time buyers  
Competitive market conditions 
depending on industry and size of 
company

Contact

Joe DePaul 
National Cyber/E&O Practice Leader 
+1 973 829 2972 
joe.depaul@willistowerswatson.com
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�� Not as soft. The overall D&O marketplace, with no shortage of capacity, is still soft and quite 
competitive — just a bit less so as underwriters, mindful of potentially adverse claim activity, 
look for ways to avoid compounding the year-over-year impact of declining rate.

�� One carrier’s discipline becomes another’s opportunity. Leading primary carriers for 
publicly traded and private policyholders continue to demonstrate pockets of underwriting 
discipline — real, sustained action, not just words. These pockets are carrier-specific, 
however, and not market moving.  

�� Excess dynamics. Competition is still abundant. High excess may test minimums. Some 
markets look to move down-towers to increase premium/rate. Most carriers can’t get 
enough side-A excess DIC.

�� It’s a coverage buyer’s fiesta! Consider taking advantage of unprecedented opportunities 
to get more value out of D&O coverage. For example, entity investigation coverage keeps 
getting better and the price can be very attractive.  

�� Quality, now more than ever, matters. As carriers feel the squeeze between the risk they 
are taking and rate in a competitive market, something’s got to give. Financial strength and a 
demonstrated commitment to paying claims really matter. 

�� Rate. Premium increases are still the exception, not the rule. Specific segments, tougher 
hazard classes (IPOs, pharmaceuticals, high-tech, bio-tech) or company-specific adverse 
risk profile development can make favorable rate results more challenging to achieve. For 
companies with favorable risk profiles  . . .

�� Public companies: Expect slight decreases to flat results on primary placements.

�� Private/not-for-profit (PNP): Flat continues to be achievable.  

�� Financial institutions:  Rates continue to stabilize with some opportunities for rate 
decreases — especially for excess. 

�� Excess: Excess rates remain competitive. Some test minimums. 

�� Excess side-A (DIC): Very competitive.  

�� Record claim activity escalates profitability concerns. With key bellwether risks, such as 
federal securities class action filings at record levels (326 through 2017Q3, according to the 
Securities Class Action Clearinghouse), primary and excess carriers continue to look harder 
at where to use their capacity, and at account pricing adequacy. Federal M&A class action 
filings are growing fast — M&A is still a source of claims!

�� “Animal spirits.” Market indexes are near record highs, yet profit forecasts may be falling. 
Bubble?

�� Shareholder activists. Activists continue to deploy record amounts of capital — $45 billion 
on campaigns in 2017 YTD, nearly double the total for all of 2016, according to Lazard’s 
Quarterly Review of Shareholder Activism.

�� Individual accountability: Efforts to hold executives accountable have changed the 
dynamics of D&O defense for the foreseeable future.  

�� Cyber/technology. Even the SEC is not immune, as high-profile security events could result 
in a new wave of securities regulation and litigation.

�� Effective global coverage. The trend toward buying local policies in conjunction with a U.S. 
master policy continues, and markets are responding with more capabilities and solutions. 

Directors & officers (D&O)

The one thing

Record claims vs. record stock 
market highs suggests a bumpy road 
ahead.

Price prediction 

Overall  
-7% to Flat 

Public company — primary  
-7.5% to +5%

Public company — excess  
-5% to -15% (includes Side-A)

Private companies  
Flat to +5%

Not-for-profit entities  
Flat to +10% 

Financial institutions 
Flat to -5% (Excess -5% to -7%)

Contact

Rob Yellen 
FINEX North America 
+1 212 915 7919 
robert.yellen@willistowerswatson.com 
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Employment practices liability (EPL)

The one thing

Beware of state activism in areas 
where the federal government is 
pulling back, such as pay equity.

Price prediction 

Overall  
Flat to +5%;  
California: +5% to +15% 

Large global companies  
Flat to +3% (primary);  
-5% to flat (excess) 

Mid to large domestic firms  
Flat to +3% (primary);  
-5% to flat (excess) 

Private and nonprofit entities  
Flat to +5% 

Smaller employers (< 200 
employees)  
+5% to +10%

Contact

Talene Megerian 
National EPL Product Leader 
FINEX North America 
+1 212 915 8721 
talene.megerian@ 
willistowerswatson.com

�� Rates have been mostly stable since Q1, with average primary rate increases of up to 
5%, unless loss experience, mergers and acquisitions, or changes in exposure dictate 
a greater increase. California’s rate hikes, for example, continue to fluctuate between 5% 
and 15%, based on the heightened legal requirements in that state. 

�� The EPL market remains competitive, with capacity of over $800 million in the U.S., Bermuda 
and Europe combined.

�� Increased focus on pay practices and classification issues has brought heightened 
interest in wage and hour insurance. New entrants in the market (particularly for mid-sized 
companies) and market appetites have risen to meet the demand. Flexibility in retention 
levels and markets’ willingness to offer blended wage and hour/EPL policies have led more 
companies to purchase or at least obtain quotes. Markets in Bermuda, London and the U.S. 
offer defense and indemnity coverage.

�� The Trump administration impact on EPL is evident:

�� Last year the EEOC announced that it would require private employers with 100 or more 
employees to report detailed salary and pay information on their EEO-1 form. However, 
the Office of Information Regulatory Affairs recently postponed this change indefinitely. 
States, however, continue passing their own laws to address pay disparity. Employers 
should stay focused on this issue and make sure that gender and race (or any other 
protected class) do not play a role in pay determinations.

�� Last year, the Department of Labor (DOL) promised to more than double the annual 
salary threshold for overtime or minimum wage exemption under the FLSA. After 21 states 
challenged the proposed rule, a Texas federal district invalidated it. Prior to this decision, 
the Trump DOL was considering a smaller increase in the salary threshold. We expect a 
change at some point.

�� Joint employer liability remains a significant area of concern, particularly for companies 
in the franchise, hospitality and staffing industries. The Trump administration rescinded 
a 2016 DOL interpretation that favored a very broad standard when determining 
whether joint employment exists, but the law itself did not change. Recently, the House 
of Representatives introduced HR 3441 (also known as the Save Local Business Act) in 
an attempt to narrow the definition of joint employment. Whether or not the bill is passed, 
employers should still expect claimants to allege joint employment.

�� On March 27, 2017, President Trump signed a joint resolution that invalidated President 
Obama’s Fair Pay and Safe Workplaces Executive Order (Contractor Blacklisting 
Regulation) that required government contractors to self-report labor law violations and 
prohibited mandatory arbitrations of Title VII, sexual harassment or assault claims for 
contracts of over $1 million.

�� Issues to Watch:

�� Courts are having difficulty answering the question of whether Title VII prohibits sexual 
orientation discrimination as a form of sex discrimination. The EEOC says yes, but the 
courts are split. The answer may come from the Supreme Court or through legislative 
action.

�� The validity of class action waivers in employment arbitration agreements is before the 
Supreme Court. We expect a ruling in 2018.
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�� Loss ratios for middle market clients continue to attract new and traditional carriers 
seeking to expand their market share in this space. However, we still see modest 
premium increases, partially due to the broadening of policy language. Small rate 
increases should be expected by buyers of all sizes.

�� Cyber is increasingly a main driver in this space, and the marketplace continues to 
contemplate the effect of large data/privacy losses from the retail and large technology 
service sectors. The premium and retention impact is limited, however, as some markets 
had already stopped writing primary professional liability coverage for large technology 
companies. Some carriers also tend to be more aggressive on combined cyber/E&O 
programs even in these sectors.

�� Miscellaneous professional (MPL) service definitions continue to be heavily scrutinized by 
underwriters as companies continue to expand offerings and services, potentially yielding 
overlap with manufacturers or product liability policies and E&O coverage. 

�� Companies of all sizes with new media and service offerings can expect to see 
additional underwriting due diligence in response to expanding global privacy laws, 
most notably the General Data Protection Regulation (GDPR) in the E.U. 

�� Service providers are routinely being asked to buy higher limits and cyber is largely driving 
the demand. Narrow indemnification language in vendor agreements is another driver. 

�� Risks grow as companies offer more services online, including manufacturing companies 
providing their products as a service via a technology platform. 

�� Professional firms are increasingly looking into cyber coverage due to recent incidents 
involving the wrongful disclosure of confidential client information. 

�� More buyers are seeking to expand coverage to include REITS and joint ventures where 
majority ownership or majority voting rights are not with the named insured. 

�� Companies with no losses and manuscript wording should be able to improve their 
coverage. 

�� Retentions are being reviewed case by case, driven by the overall size of an organization and 
the professional services being provided. 

�� Authorized global E&O limits are approximately $800–900 million. Typical insureds should 
be able to buy $500–600 million. 

Professional liability (E&O)

The one thing

Companies must be prepared to 
discuss their vendor contracts, 
with a focus on how vendors limit 
their liability and options for dispute 
resolution.

Price prediction

Good loss experience 
Flat to +5%

Contact

Joe DePaul 
National Cyber/E&O Practice Leader 
+1 973 829 2972 
joe.depaul@willistowerswatson.com 
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�� Social engineering (impersonation fraud) remains by far the most common method of direct 
fraud, and the insurance buyer’s mindset is shifting from “it can’t happen to me” to “when will 
it happen to me.” 

�� Organizations often assume, incorrectly, that coverage for the peril exists in 
unendorsed fidelity/crime policies. Companies should weigh the options for explicit 
coverage through the various endorsements now available.  

�� As social engineering fraud claims are contested in the courts, policies and policy language 
will evolve.

�� To date the vast majority of social engineering losses have impacted the middle 
market rather than the Fortune 1000, due in part to the absence of a dedicated risk 
manager at many smaller companies. Risk managers can help with training employees in 
avoiding fraud as well as implementing authentication and other security measures.

�� Due to the potential intersection of coverage between fidelity/crime policies and 
other (cyber, K&R) policies, organizations are looking to their brokers to evaluate their 
exposures and determine which policies are the most likely to respond.  In general, for loss of 
funds or tangible property, insureds should look to their fidelity/crime policy first. For loss of 
intangible assets, such as data, clients should look to their cyber policy first. For ransomware 
attacks and the like, a K&R (special crime) policy may provide some coverage as well.

�� Coverage remains quite broad for traditional fidelity/crime exposures, including 
employee theft and non-employee losses involving burglary, robbery, forgery or 
alteration of checks. Underwriters still move cautiously when affording coverage for the 
new social engineering (impersonation fraud) risks, but we find several leading markets 
now willing to underwrite the exposure and offer more meaningful limits. For those insureds 
demonstrating good internal controls, underwriters are now offering seven- and eight-figure 
limits. Coverage limits up to $100 million have been placed (in layered programs), but only 
when meaningful deductibles are used. 

�� Market capacity remains relatively static, but several newer market entrants continue to put 
up significant capacity on a primary basis for Fortune 1000 clients, including large regional 
financial institutions (FIs), challenging the traditional market leaders. 

�� Historically a leading market for primary FI bond placements, London is also aggressively 
quoting mid to large commercial accounts, resulting in competitive pricing and aggressive 
coverage grants.

�� Overall pricing remains flat, with increases for the addition of meaningful impersonation 
fraud coverage limits. 

Fidelity/crime

The one thing

While affirmative grants of coverage 
are being offered for social 
engineering (impersonation fraud), 
each market offers the coverage 
differently and at varying amounts, 
so buyers should choose carefully.

Price prediction

Flat, with small increases for expanded 
coverage

Contact

Kari Ann Costa 
Fidelity Thought & Product Leader 
+1 617 351 7533 
kari.costa@willistowerswatson.com
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Fiduciary

The one thing

Uncertainty and fee cases remain 
the dominant concerns.

Price prediction 

Overall  
-5% to +5%

Companies with large 
concentrations of their stock in 
benefit plans  
Flat to+12%

Companies without/limited 
company stock in their plans  
-10% to -3% (on excess layers) 

Financial institutions 
-3% to flat (other than FI’s with 
proprietary fund exposures) 

ESOP-owned firms  
+5% to +10% 

Private and nonprofit entities  
-3% to +5%

Contact

Rob Yellen 
D&O and Fiduciary Product Leader 
FINEX North America 
+1 212 915 7919 
robert.yellen@willistowerswatson.com 

�� Stable capacity. The fiduciary market remains very competitive, with over $500M in 
advertised capacity. Some carriers are doubling down — expanding limits to capture more 
premium.

�� Primary concentration. While capacity is robust, a few carriers continue to lead the vast 
majority of programs — for private and public companies. 

�� Blended coverage. Private companies often look to place fiduciary as part of a larger 
management liability package with directors and officers (D&O) and/or employment 
practices liability (EPL) insurance. For public companies (and large private companies), large 
blended programs are far less common. D&O tends to be kept separated from fiduciary, 
which might be blended with EPL and/or crime.

�� Loss drivers.  

�� Fees: Fee cases, originally focused on very large plans, are now broader and include 
record-keepers and fund managers. Excessive fee litigation continues to dominate the 
exposure, driving severity and, correspondingly, client views of appropriate program 
size. A wave of 403(b) fee cases has carriers looking more closely at universities and the 
health care industry.

�� Regulation and enforcement uncertainty: Many are wondering: who will drive fiduciary 
regulation? While the impact of rule changes and enforcement falls largely upon FI 
professionals, until the dust settles, the heightened risk will be challenging to mitigate.

�� Stock drops: Over 180 stock-drop suits have been filed since 2004 and over 160 reported 
settled since 1997. Insurers remain concerned over employer stock levels within plans, 
especially relative to other asset classes.

�� Asset managers:  Asset managers with proprietary mutual funds in their own 401k plans 
continue have materially higher exposure and continue to be a concern for insurers, with 
some declining such risks or seeking premium/retention increases.

�� Governance: Developments in plan governance have heightened fiduciary exposure to 
potential sanctions, correction expenses and litigation.  

�� Gone! The compliance road map and IRS validation has been replaced with “self-
service” compliance.  

�� The IRS will only issue letters evidencing tax-qualified plan status for new plans, 
terminating plans and in “limited circumstances.” 

�� Today’s employers must navigate regulatory change and ambiguity without IRS 
validation in an environment of greater regulatory and enforcement uncertainty and 
higher risk.

�� Law: Supreme Court rulings have heightened risk:

�� ESOP plan fiduciaries no longer get a presumption of prudence when investing in 
employer securities.

�� Plan fiduciaries have a continuing duty to monitor trust investments and remove 
imprudent ones.

�� Rate. Premiums and retentions are generally flat. Faced with excessive fee claims, 
incumbent carriers want increases, but market factors are pushing back as new capacity 
can be opportunistic in these situations — potentially seeing post-claim plans as better 
risks. Excess rates remain very competitive. Material changes in plan assets, specifically 
employer stock, may result in potential increases in premium and securities retention (for 
public companies). Church plans, universities and public plans may also see rate pressure.
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Health care professional liability

The one thing

Although this line has become less 
profitable, most segments remain 
very competitive for renewal 
proposals.

Price prediction 

Flat to low double-digit decreases 

Contact

Mary Botkin 
Interim Practice Leader 
National Health Care Practice 
+1 713 625 1146  
mary.botkin@willistowerswatson.com

�� Health care professional liability (HPL) continues to be a very competitive line 
despite the industry combined ratio creeping over 100 for the first time in 10 years. 
Competition and the strong capitalization of HPL insurers will keep pricing low for almost all 
health care industry buyers across all segments, with one notable exception: long-term care 
for buyers with unfavorable loss experience and in certain locales.

�� Long-term care is the one segment where buyers should prepare for changing market 
conditions. Several carriers have withdrawn from this segment, while many others are 
seeking rate stabilization and/or tightening terms and conditions on new business and 
renewals. Loss trends have deteriorated in recent years with some increase in severity 
and frequency, particularly in tough legal venues. Buyers with adverse loss experience 
and in unfavorable jurisdictions may face nonrenewal or significant adjustments in rates 
and deductibles/retentions. Despite these trends, capacity remains sufficient, with new 
market entrants and certain insurers expanding their footprints. Buyers with favorable loss 
experience and in favorable legal jurisdictions have generally seen renewals within the range 
of flat to +5%. 

�� Otherwise, competition within this line has continued to be fierce, especially for the hospital 
and physicians/group segments, as there are fewer buyers every year due to hospital 
consolidation, physician employment by hospitals, and physicians forming large groups in 
order to remain independent of hospital control.

�� We expect the HPL market to remain soft into 2018, with flat to low double-digit decreases 
for typical renewals, depending on loss experience, exposures and territory. Loss frequency 
remains low and, while severity is increasing, it is actuarially predictable. The number of 
large verdicts and settlements, however, should continue to be watched, as it is one 
of the industry’s few negative factors and is contributing to the worsening combined 
ratio. 

�� Buyers may need to adjust terms and conditions to address evolving risks, such as batch 
claims, cyber/network privacy risk, regulatory risk and executive risks. More carriers are 
willing to write integrated programs with excess coverage layered over some of these risks 
as well as auto, general liability and crime/fiduciary coverages. A number of hospital excess 
carriers are offering multiyear programs.

�� An emerging concern with respect to excess/umbrella coverage — for academic 
institutions in particular — is the attempt by some insurers to impose a traumatic brain injury 
exclusion. The target is mostly schools with contact sports programs. For an academic 
medical center this may be a point of negotiation.

�� Beyond hospitals, the competition for physicians/groups and miscellaneous facilities has 
helped lower premiums.

�� Carriers are concerned about cyber/network privacy risk bleeding into the health care 
professional liability. Carriers are seeking to limit potential losses with exclusions and other 
coverage limitations.
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Capacity in the aviation market continues to be plentiful, creating positive conditions for 
buyers. While some insurers are tightening their pricing and may be willing to part ways with 
buyers if technical rates cannot be achieved, other insurers will likely be willing to step in and fill 
the void at competitive terms.

�� Airlines. As we approach the busy Q4 airline renewal season, we are facing some 
uncertainty regarding pricing direction. The natural disasters over recent weeks are not 
likely to have an immediate impact on aviation insurers but will be an issue for the broader 
property and casualty market at some point. Underwriters who write broad portfolios across 
the P&C sector have hinted that they must now hold the line on pricing.  

�� Worldwide aviation and airline losses have been relatively low, and there is still plenty of 
excess capacity. However, worldwide airline attritional claims have exceeded premiums 
for the last four years. Underwriters are not eager to offer reductions but have been 
hamstrung in seeking increases due to the excess capacity. 

�� The available capacity remains divided, with less capacity for legacy operators flying 
wide-body equipment.

�� Product manufacturers/service providers. This segment continues to remain in soft 
market mode with plentiful capacity from both domestic and international insurers. Despite 
large recent losses related to grounding liability claims, appetite remains strong for core 
aviation products and service provider business, with component product manufacturers 
remaining particularly attractive to insurers. However, we see some signs of market resolve. 

�� Airports and municipalities. Pricing remains relatively flat, with occasional reductions 
to retain business or gain market share. Retentions continue to hover at all-time lows, and 
attractive multi-year contracts are popular in the market. Current conditions are not likely to 
change due to an abundance of capacity. New capacity has recently entered the U.S. market 
and will drive competition among traditional insurers.    

�� General aviation. While the industrial fixed-wing aviation subsector continues to 
experience small pricing reductions, the already depressed rates are making those 
reductions less common. The charter fixed-wing market, on the other hand, has seen less 
flexibility in pricing due to premiums being at attritional loss levels. Rate reductions in the 
rotor-wing subsector continue for profitable accounts, but rate increases are sought for 
accounts with unfavorable loss ratios. Regardless, underwriters continue to aggressively 
approach new business to compensate for the low rates on their renewal books and 
capacity is still abundant.

�� Financial institution/lessors. New and used aircraft transactions are increasing with the 
global upturn in air travel, and fleet transaction activity is growing and evolving. Insurance 
for aircraft lessors, banks and trading groups is readily available, with broad coverage and 
competitive markets willing to charge attractive rates for this profitable class of aviation 
business.

�� Space. The satellite insurance market (for launch and in-orbit risks) has seen more than a 
decade of positive underwriting results, which keeps attracting significant market capacity 
and driving down premium rates. There is, however, substantial differentiation between 
the best-performing launch vehicles and those with recent performance issues. For in-
orbit risks of healthy satellites, one-year policies are at historical lows, with standard GEO 
satellites now attracting premium rates in the region of 0.5% or less. For pre-launch risks, 
the market remains challenging due to a launch pad explosion that took place in September 
2016.

Aerospace

The one thing

The pressure on insurers for bottom 
line profitability is mounting as we 
approach the Q4 airline renewal 
season — which will set the tone for 
2018.

Price prediction

Airlines 
-5% to +5%

Product manufacturers/service 
providers 
-10% to flat

Airports and municipalities 
-5% to flat

General aviation 
-5% to flat

Financial institutions/lessors 
-20% to flat

Contact

Jason Saunders 
President, Willis Towers Watson 
Aerospace North America 
+1 404 224 5054  
jason.saunders@ 
willistowerswatson.com
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�� General liability. Capacity remains high but underwriting discipline is firming, leading to 
relative stability of rates. To support pricing, carriers are tinkering with changes in coverages 
and deductibles, increasing the need for diligence on renewals. 

�� Construction property/builders risk. While the property market continued to be 
competitive during the first three quarters of 2017, it remains to be seen if the catastrophes 
of September will cause a general uplift of property rates that will impact the construction 
property and builders risk market. Up to the time of this writing, domestic insurers had 
continued to perform well and had grown their net and treaty lines, while new players 
opened their doors. Wood frame risks stood out as an exception. Due to a costly series of 
fires at wood frame jobsites in 2017, we’ve experienced a reduction in capacity for these 
risks, which has caused rates to surge.

�� Workers compensation. Despite trends — aging workforce, higher medical expenses, etc. 
— that should lead to higher rates, the workers compensation market remains stable. 

�� Automobile liability. Worsening trends in 2017 may continue in 2018; poor underwriting 
performances continue to pressure rates. 

�� Excess/umbrella liability. As with GL, an element of stabilization is entering the market. 
While capacity is ample, experienced underwriters are starting to hold the line on rates, 
especially in the lower layers. While the cat losses of September 2017 will have direct rate 
implications for property cover for construction buyers, we do not expect that upward 
pressure to spread necessarily to other construction lines of business,  particularly 
umbrella/excess.

�� Professional liability. The PL marketplace continues to be very competitive, with a growing 
carrier presence and the largest U.S. capacity to date. For-sale residential continues to 
be the most challenging project risk for carriers. Underwriters are reviewing contractor 
delegated-design, geotechnical and structural firms closely due to recent loss experience.

�� Controlled insurance programs. CIPs are still popular for both general contractors and 
owners with cap spend budgets. While two-line CIPs continue to be placed, particularly on 
larger, complex projects, GL-only CIPs have grown in popularity, driven by lower deductibles, 
which reduce and sometimes eliminate collateral requirements and the completed 
operations coverage typically tied to each state’s statute of repose. 

�� Contractors pollution liability. See the environmental marketplace page.

Construction

The one thing

While builders risk capacity is at 
an all-time high in the U.S., parties 
to construction contracts need to 
prepare for higher costs associated 
with this line of business, given fires 
and natural catastrophes in 2017.

Price prediction

General liability 
Flat

Workers compensation 
Flat

Automobile liability 
+5% to +20%

Excess liability 
Flat to 5%

Builders risk 
Flat (except wood-frame risks)

Professional liability 
Flat

Controlled insurance program (CIP) 
Flat to +5%

Contractors pollution liability 
-10% to flat

Contact

Karen A. Reutter 
Head of North America Construction, 
Broking & Operations 
+1 763 302 7113 
karen.reutter@willistowerswatson.com
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Energy

The one thing

If there are more natural 
catastrophes later in the year 
and reinsurance prices rise, then 
a market turnaround is a real 
possibility.

Price prediction 

Generally flat conditions as the impact 
of the catastrophes is clarified, and then 
a possible resumption of a softening 
market. 

Contact

Robin Somerville 
Global Communications Director, 
Natural Resources 
+44 20 3124 6546 
robin.somerville@ 
willistowerswatson.com

Upstream

�� Recent windstorms have caused apprehension in the market. Current RMS forecasts 
put insured losses from wind, storm surge and inland flood from Harvey at $25–35 billion. 
The latest comparable figures for Irma are $25–40 billion, for a potential total of $75 billion. 
With Maria, the consensus is that the total insured losses will exceed $100 billion. And there 
is still ample opportunity for further activity this hurricane season.

�� Several major (re)insurers are already purchasing additional “top-up” reinsurance 
protection.

�� History suggests hurricanes are likely to be seized on as a rationale to increase prices.

�� If reinsurance prices rise in January, then the direct energy insurance markets are likely to 
have little choice but to pass on these increased costs to their customers.

�� However, offshore energy infrastructure seems to have avoided disaster, with nothing at all 
to suggest offshore losses on the scale of Hurricanes Katrina and Rita in 2005.

�� Continued over-capacity in the upstream market is enabling buyers with good loss records, 
risk profiles and spending power to continue to achieve worthwhile premium reductions.

�� Even if reinsurance prices for upstream insurers rise in January, the net effect is likely to be a 
temporary pause in the softening process rather than a permanent upswing in rate levels.

�� So, there is a very good chance that reinsurance treaty prices will rise, at least in the 
short term, but as long as capital continues to flood the market, not much is likely to change 
in the long run.

Downstream

�� Recent windstorms have caused apprehension in the market. Current RMS forecasts 
put insured losses from wind, storm surge and inland flood from Harvey at $25–35 billion. 
The latest comparable figures for Irma are $25–40 billion, for a potential total of $75 billion. 
With Maria, the consensus is that the total insured losses will exceed $100 billion. And there 
is still ample opportunity for further activity this hurricane season.

�� There has been a significant impact on refinery production.

�� Several major (re)insurers are already purchasing additional “top-up” reinsurance 
protection.

�� History suggests hurricanes are likely to be seized on as a rationale to increase prices.

�� If reinsurance prices rise in January then the direct energy insurance markets are likely to 
have little choice but to pass on these increased costs to their customers.

�� Some downstream insurers underwrite energy business as part of a wider general property 
portfolio — a portfolio that is likely to be significantly impacted by both Harvey and Irma.

�� However, the final bill to the energy insurance market may not be severe. Insurance 
claims will only be recoverable from policies that have been specifically endorsed to 
cover named windstorm.

�� Many impacted companies are in the energy industry mutual OIL, which will absorb losses 
that would otherwise have impacted the conventional insurance market.

�� Excess capacity may dampen any momentum toward a sustained upturn.

�� So, there is a very good chance that reinsurance treaty prices will rise, at least in the 
short term, but as long as capital continues to flood the market, not much is likely to change 
in the long run.
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Market update

�� The full damage and devastation caused by the hurricanes of 2017 are not yet known and 
will likely be felt for months to come. However, lessons learned from Superstorm Sandy 
and Hurricane Katrina suggest that the majority of environmental claim activity will 
arise from unexpected clean-up costs and/or pollution legal liability caused by the 
spreading of historic/pre-existing contamination, landfill containment breaches, 
floating drums of chemicals and storage tanks, sewerage authorities system back-
ups and mold damage.

�� Insurers continue to compete for displaced AIG business on pricing, while employing 
creative solutions to the limited availability of engineering data.

�� The marketplace continues to offer ample choice. Some carriers are expanding 
capacity, lines of coverage, underwriting staff and geographic reach.

�� New site pollution + GL products entered the marketplace in 2017, expanding the field and 
likely stemming a hardening market for this product line. As expected, the monoline site 
pollution market has experienced increased competition (especially for displaced AIG PLL 
business) and a continued soft market for all but the most difficult site pollution placements.

�� Sustained construction activity and soft market conditions have fueled demand for pollution 
liability products and their combination with builders risk coverages. Furthermore, site 
pollution and contractors pollution wrap-up products are being coordinated to address both 
pre-existing and construction-related exposures at project sites.

�� States are taking a closer look at financial assurance wording offered by carriers for storage 
tank and closure policies to ensure coverage for various loss scenarios and to provide more 
favorable choice of law provisions.

Claim update

�� The calamitous 2017 Atlantic hurricane season has offered many reminders that, while 
property policies may include some pollution-related coverage, insureds with environmental 
insurance policies who expect losses should place their carriers on notice and carefully 
follow the environmental claim reporting instructions, with close attention to any emergency 
response coverage provisions and policy nuances. Claims should be submitted 
immediately. If cost estimates for remedial activities are available, they should be sent to 
the carrier for approval. When submitting proposals, insureds should request that the carrier 
approve the costs as “reasonable and necessary” pending a coverage determination. 

�� Increasing claims based on mold and indoor air quality issues in the hospitality/real estate/
health care space have resulted in carriers attempting to mitigate this exposure with per-
door/room deductibles and other coverage limitations.

�� Highly publicized catastrophic claims have increased regulatory scrutiny on transportation/
railroad, mining, energy and pipeline exposures, resulting in the reevaluation of these sectors 
by underwriters and inspiring an ongoing push to shift liability to users of the facilities.

Environmental

The one thing

Changes in regulation and 
enforcement under the Trump 
administration could change the 
environmental liability landscape 
considerably; but they may not 
materialize and if they do, changes 
to underwriting appetite are not 
expected as a result. 

Price prediction

Contractors pollution liability 
-10% to flat

Site pollution liability (PLL/EIL) 
-10% to flat

Combined environmental + 
casualty/professional 
Flat to +10%

Contact

Rich Sheldon 
Environmental Practice Leader 
+1 610 254 5625 
richard.sheldon@ 
willistowerswatson.com 
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Kidnap and ransom (SCR)

The one thing

Assault/workplace violence 
continues to be a growing concern 
and the market responds by openly 
offering coverage.

Price prediction 

-5% to +5%

Contact

Philipp Seel 
Special Contingency Risks, Inc. 
+1 212 519 7202 
seelp@scr-ltd.com

Nicholas Barry 
Special Contingency Risks, Inc. 
+1 212 519 7201 
nicholas.barry@scr-ltd.com

Concetta Longobardi 
Special Contingency Risks, Inc. 
+1 860 241 4491 
concetta.longobardi@scr-ltd.com

�� Buyers with relatively unchanged exposures can expect flat renewal premiums with three-
year policy terms. Exposure to highly sanctioned countries (i.e., Iran, Syria, etc.) will bring 
enhanced scrutiny as insurers ensure compliance with applicable laws and regulations. 

�� Assault/workplace violence coverage is openly available via policy extensions. A stand-
alone insurance market has developed, providing greater capacity in limits of liability and 
broader coverage. Demand for coverage is increasing due to increased focus on business 
interruption and legal liability.

�� The market is moving to limit coverage for cyber-related extortion. This includes restrictive 
language concerning “other insurance,” decreased limits of liability for business interruption 
and aggregate limits for cyber extortion events.

�� Latin America. Increasing insecurity, economic instability and the weak rule of law are the 
main drivers of kidnap for ransom — this is most apparent in Mexico. An upsurge in violence 
continues, yielding greater kidnap threats, particularly in the states of Sinaloa, Chihuahua 
and Tamaulipas. The violence seems to be driven by the fragmentation of previously 
hegemonic criminal groups following the extradition of drug lord Joaquin ‘El Chapo’ Guzman 
to the U.S., leading to a diversification in crime. 

�� The political and economic crisis in Venezuela will continue to drive kidnapping rates, as 
will economic troubles in Brazil. 

�� Colombia’s security environment will continue to improve, most notably with the rebel 
group ELN announcing a ceasefire. Advancements in their talks with the government will 
further decrease kidnap risks in the country. However, opposition to the peace deal and 
presidential elections could lead to increased political violence. 

�� Middle East and North Africa. Conflict across the region will continue to be the main 
source of kidnaps in 2017. Kidnap rates will likely decrease as the Syrian government, aided 
by Russia, attempts to maintain control over recently won territory. 

�� In Libya, rival factions and armed militias continue to struggle for power. Kidnap will likely 
continue to be a significant source of funding for groups seeking to control territory. 

�� Africa. Nigeria continues to suffer from high levels of kidnap due to economic instability, 
inequality and opposition to resource extraction projects. As previously predicted, kidnap 
rates have remained high and the risk is notable for both nationals and foreign staff. The 
Sahel and countries such as Mali, Mauritania and Niger will continue to face kidnap risks, 
driven by militant Islamist groups such as al-Qaeda in the Islamic Maghreb (AQIM). Recent 
attacks in Burkina Faso demonstrate the ongoing presence of such groups. 

�� South Asia. Pakistan, Afghanistan and India remain the highest risk locations. The major 
kidnap risk in the region will likely continue to be that posed by criminal groups. There is 
concern that criminal kidnap groups will sell their victims to organizations such as the Taliban 
in Afghanistan. 

�� Southeast Asia. The militant Islamist Abu Sayyaf Group (ASG) poses the greatest kidnap 
threat in Southeast Asia. The battle for Marawi in the southern Philippines demonstrates 
the strength of Islamist groups in the region. Piracy will continue in the southern Philippines 
and the Sulu Sea as far out as Malaysia’s eastern Sabah province. It is likely that the trend 
of piracy for kidnap will continue through to 2018 as the more radical elements of ASG seek 
funds and attention in their fight against the Philippine government. 
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�� For the first three quarters of 2017, soft market conditions have continued to create a 
competitive rating environment for shipowners, operators of ports, terminals and other 
marine facilities, and for those involved in international logistics or trade involving the 
shipment of general cargo. 

�� For the vast majority of insurers, marine business is unprofitable and unsustainable at 
current pricing levels.

�� In the aftermath of Hurricanes Harvey, Irma and Maria, insurers are trying to estimate 
their losses plus what additional cost for reinsurance they may need to pay. They are 
unlikely to be able to absorb these additional costs and will need to pass them on to 
clients.

�� In this climate of uncertainty most carriers are applying a rule of no reductions on renewal 
business while looking for increases on business where losses have occurred.  

�� It is unclear whether this market hardening will create only a short-term scenario 
where deals are tougher to negotiate or if it will signal the end of an era of continually 
declining rates. 

�� After another year of reduced rates, principally driven by the continued excess capacity in 
the market, insurers are now trying to implement underwriting discipline on their existing 
business while also looking for new opportunities. We are currently seeing more business 
heavily remarketed, with some owners prepared to pay extra for carrier continuity and 
others changing carriers to achieve a flat premium or savings.

�� Many insurers have evolved their proposition for ports and terminals to include property 
damage coverage in a package with liability risks. This is advantageous for owners and 
operators driving efficiencies and cost savings. Excess property requirements can then be 
placed in the property market. 

�� Marine liability business continues to be attractive to insurers, with most insurers now having 
teams in place to write this business following a hiring spree over the past 12–18 months. We 
are, however, seeing some influential marine market underwriters imposing standard 
minimum increases (up to 10%) regardless of record.

�� The marine cargo market has remained soft for most general cargo, but for those in the 
automobile business, premiums have leapt due to a withdrawal of capacity following 
significant losses with regard to cars in transit or stored in the open. Terms have also 
hardened for those involved with satellite launches where capacity has withdrawn following 
a rocket explosion.

Marine 

The one thing

With pricing reductions almost 
impossible to achieve without 
moving markets, prepare early and 
present good information about 
your risks to obtain better outcomes 
in a more complicated market 
environment.

Price prediction 

Cargo  
Flat to +10%

Hull 
Flat to +10%

Marine liability  
-5% to +10%

Contact

Phil Jacobs 
Chief Broking Officer Marine 
+44 (0)203124 8877 
phil.jacobs@willistowerswatson.com
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Political risks

The one thing

Never expect the status quo to 
simply continue: most political risk 
losses hit insureds who have never 
encountered a political risk claim 
before and are completely taken by 
surprise.

Price prediction 

Most risks 
-2% to flat

Active hotspots 
Capacity limited

Contact

Laura Burns 
U.S. Political Risk Product Leader 
+1 301 692 3053 
laura.burns@willistowerswatson.com

�� Political risks continue to rise across the globe, as evidenced by increased claims from 
investors and companies operating in Ecuador, Thailand, Ukraine, Brazil, Colombia, Libya, 
Venezuela, Panama, Nigeria and Egypt in a wide range of sectors: agribusiness, energy, 
consumer products, financial institutions and telecom. 

�� Once bright spots in the global market, Brazil and Turkey are examples of emerging markets 
that have seen worrying political developments that may lead to disruptions for foreign 
investors operating there. 

�� Some see the Trump administration and U.K.’s Brexit creating uncertainty in the global 
market with their retreat from free trade. 

�� As tensions with North Korea continue, companies operating in the Asia Pacific region, 
especially in South Korea, have sought political risk insurance. 

�� Despite these developments, the political risk insurance market remains open 
and competitive due to a continued influx of capital. Overall, rates have not generally 
increased, but markets are keeping an eye on the following locales: 

�� South Korea. The election of President Moo Jae-in, a human rights lawyer, came at a 
time of rising tensions with North Korea. The new U.S. position of elevated pressure on 
the North Korean and Chinese governments to limit the North Korean nuclear program 
has spiked tensions further, raising concerns about military action. Most markets are still 
open to South Korea (and Asia) risk but are actively monitoring their aggregates and 
may soon increase rates on new business

�� China. The Chinese economy grew at 6.9% during the first months of 2017, partly due to a 
rise in infrastructure investment, but there are concerns about a potential housing bubble 
and high levels of debt in the economy. China increasingly finds itself in the spotlight 
as North Korean missile tests continue, and Communist Party leadership elections are 
scheduled for October of this year. Some major markets are completely full on China 
capacity, so we encourage any prospective insureds with Chinese exposures to 
quickly consider their risk.  

�� Turkey. With President Erdogan and the AKP party’s increasing influence over the 
judiciary and the centralization of power, there may be acceleration in the use of state 
powers against individuals and companies regarded as insufficiently supportive of the 
government. The public markets of OPIC and MIGA are full on Turkey risk and private 
markets are raising rates. 

�� Qatar and the GCC (Gulf Cooperation Council). The breakdown in diplomatic relations 
between Qatar and a majority of its GCC neighbors (mainly Saudi Arabia and the U.A.E.), 
and some other Arab states caught many investors by surprise. The closing of land, sea 
and air borders has negatively affected imports, particularly food imports. Markets are 
extremely limited in their appetite for Qatari risks. Markets are generally still open in 
Saudi Arabia and the U.A.E. but actively monitoring the situation. 

�� Mexico. The government of President Enrique Pena Nieto faces a deteriorating 
economic situation that has been greatly complicated by the signals coming from the 
Trump administration. There is some concern about the potential for renegotiating 
NAFTA, given the complex industrial supply chains that have developed between the 
U.S. and Mexico. A significant renegotiation would markedly alter the market across the 
continent.  Generally, markets are still open to new Mexico risk.
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�� Preliminary surety premium results for 2016 (as of mid-2017) show premium at $5.8 billion 
and a loss ratio of 15.5%. Compared to 2015 final results ($5.2 billion and a loss ratio of 
18.2%), these figures show growth with manageable losses. While the top 10 carriers write 
nearly 63% of overall surety premiums, the surety industry remains competitive, and we 
see underwriting terms and conditions softening. (Figures from The Surety & Fidelity 
Association of America.)

�� International surety is growing. Reverse-flow business in the U.S. is rising due to acquisition 
activity and more P3 opportunities. Leading U.S. sureties are now global, with significant 
premiums outside U.S., which improves premium growth and profits. Significant acquisitions 
took place as well for U.S. companies in 2017.

�� Sureties are aggressively pursuing new business as the construction economy continues to 
recover. The number of sureties competing in the middle-market construction space 
is the highest we have seen, increasing rate competition and capacity.

�� As with previous economic cycles, the current increase in construction activity will put 
pressure on contractors’ working capital, which will trickle down to subcontractors. The 
potential for more subcontractor defaults underscores the need for general contractors 
to emphasize subcontractor prequalification and to consider requiring surety bonds from 
subcontractors or using a subcontractor default insurance product. 

�� Alternative procurement methods such as P3 continue to grow in popularity, with more than 
30 states having some form of P3 legislation. While conventional surety bonds continue 
to support billions of dollars in P3 projects, lenders remain focused on having more liquid 
security than traditional surety bonds typically offer. Several sureties continue to work 
toward addressing this demand for liquidity with the rating agencies and lenders.

�� As the banking industry continues to stretch to meet capacity needs, we are seeing a 
growing use of surety in place of bank guarantees as well as pay-on-demand facilities 
for international projects in Australia, E.U., South Africa and South America and more 
opportunities to assist on non-construction financial and performance guarantees. 
Since surety remains the most cost-effective form of capital, many companies are 
maximizing their surety capacity to replace ILOCs and release restricted capital at 
preferred terms.

�� The Trump administration’s $1 trillion plan to renovate current U.S. infrastructure will have a 
positive effect on the construction industry — if the funding is confirmed.

�� A shortage of talent in the brokerage and surety marketplace is an industry-wide concern. 
Expanding current resources within the surety marketplace will affect a surety’s ability to 
maintain underwriting discipline.

�� Pricing should begin to stabilize. While capacity will continue to be under-subscribed, surety 
pricing will begin to reflect the increased demand brought about by the growing backlogs 
and increased interest in commercial surety products. It is doubtful prices will increase, 
however, as competition will remain high for the foreseeable future. Claim activity should 
remain static and gains in the equity markets will add to the pressure on rates.  

Surety

The one thing

As the portability and flexibility of 
surety products change to meet the 
innovations in contracting methods, 
global fluidity, and rapid delivery, 
surety will become a strong financial 
product looking much less like a 
statutory necessity.

Price prediction 

Flat

Contact

 C. Scott Hull 
Global Head of Surety 
+1 205 868 1364 
scott.hull@willistowerswatson.com
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�� The political environment, both domestic and international, has remained turbulent 
throughout 2017. Inflamed rhetoric, many fear, increases the likelihood of political violence 
and terrorism. 

�� Terrorist attacks in recent months have been carried out by lone wolves inspired by radical 
ideology who operate with less sophisticated weapons, including readily available small 
arms, homemade explosives and cars and trucks. As a result of changing tactics, risk 
transfer tactics are adapting as well. 

�� An unusually destructive hurricane season has impacted Lloyds’ composite 
reinsurance structures, which could reverse our predicted rate decreases as the 
market impact is clarified 

�� Responding to the increasingly destructive and disruptive nature of cyber attacks, the U.S. 
Department of the Treasury provided clarity in defining the scope of the Terrorism 
Risk Insurance Act to include property and casualty losses as a result of cyber 
terrorism attacks. This has fostered the expansion of captives to address these perils.

�� Traditional active shooter/active assailant products are now being broadened to include all 
“hand-held” weapons, including explosive devices worn on the body and motor vehicles. As 
a result, take-up for terrorism liability products is increasing, as policies are being tailored to 
address both the trucking and transportation sectors.

�� Newly developed parametric products address disruptions to revenue streams caused by 
terrorism events by covering loss of attraction to key properties (even if not the target of the 
event). 

�� New analytical models are being developed to measure the liability exposure following a 
terrorist attack. 

�� With the construction sector on the rise throughout 2017, risk managers have increased 
their focus on the potential impact of protestor disturbances and third-party strike action 
without the need of a physical trigger. This has fostered the development of broader 
coverage of business interruption and delays in start-up.

�� Insurers have broadened the NCBR trigger to include malicious acts in addition to definitive 
terrorism. The overall increase of capacity within the stand-alone terrorism market is 
expected to bring about rate reductions in this specialist area. 

Terrorism

The one thing

The terrorism insurance market 
continues to develop innovative 
products to address the changing 
nature of terrorism — buyers 
should take advantage of expanded 
definitions that better cover their 
risk exposures.

Price prediction 

Non-Tier 1 
 -5% to Flat

Tier-1 
Flat

Contact

Wendy A. Peters  
Terrorism Practice Leader 
+1 610 254 7288 
wendy.peters@ 
willistowerswatson.com
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Trade credit

The one thing

The rise in substantial losses to 
the carriers is a new trend that 
may change pricing and capacity 
dynamics.

Price prediction 

+5%

Contact

Scott Ettien 
Trade Credit & Political Risks 
Willis Towers Watson FINEX 
+1 212 915 7960 
scott.ettien@willistowerswatson.com

�� The retail sector continues to be very difficult for the trade credit market. The recent 
bankruptcy of Toys R Us will lead to tighter constraints on capacity with demand on the rise.

�� While Hurricanes Harvey, Irma and Maria do not directly impact trade credit, they may 
lead to an overall increase in reinsurance costs to the carriers, which may push pricing 
higher in 2018.

�� Trade credit insurance continues to support asset-based lending, receivables purchase 
programs and securitization wraps as companies monetize their receivables, and banks 
look to enhance their collateral and risk assumed.  

�� Large losses are impacting the carriers, and this will tighten their underwriting stances. 
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