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Insurance Industry  

The insurance market is a continuously changing cycle of both hard and soft markets. A soft market is visible 

when premiums are low, underwriting standards are lowered and competitive pricing for your business is high.  The 

direct opposite is true of a hard market, where premiums begin to rise, underwriting standards are heightened and 

competitive pricing is reduced.  Throughout this cycle, insurance companies seek to make both an underwriting and 

investment profit.    

An underwriting profit is attained by receiving more in premiums than is paid out in claims.  Whereas, an 

investment profit is obtained by investing your premium in various types of stable investments such as stocks, bonds and 

real estate.  Premiums are usually collected over several years before they are required to pay out a claim, which allows 

insurance companies ample time to make investment returns.  

Status of the Current Market  

Losses from Hurricane Maria and other recent 2017 natural catastrophes, including Hurricanes Irma and Harvey, 

have led global insurers and reinsurers to issue profit warnings. Insurers and reinsurers are counting the costs of Harvey, 

which impacted Texas causing flooding that put it on the scale of Hurricane Sandy in 2012 and Irma, one of the most 

powerful Atlantic storms on record. Some carriers are cautioning that there is significant uncertainty surrounding the cost 

of these events. 

Currently, A.M. Best has a negative outlook on the U.S. commercial lines segment, of which workers’ 

compensation is the largest component.  The workers’ compensation industry reported a record high $58.5 billion in 

direct premiums written in 2016 but year-after-year growth slowed for the first time in five years.  According to an A.M. 

Best report, the deceleration in growth was due largely to rate decreases in 2015 and 2016. 

Market Prediction for 2018 & Cyber Liability     

Due to the recent catastrophic weather damage and insurance claims the United States recently incurred, the 

Property and Casualty Insurance industry anticipates reinsurance rates rising, prompting insurance companies to pass 

along those costs to ordinary Americans.  The estimated U.S. insured losses, excluding any National Flood Insurance 

Program claims, are $20 billion to $25 billion from Harvey and $40 billion to $60 billion from Irma, according to JLT Re, a 

global reinsurance brokerage and consulting firm. The loss estimate is preliminary and it is too early to tell what impact, if 

any, these large insurance losses could have on renewal premium rates in the near future. 

Insurers’ margins are under pressure and shrinking due to competition, new market entrants, and downward 

rate pressures. A need to expand margins will lead to insurers trying to push for higher casualty rates. Underwriting 

results for the commercial automobile insurance market are the worst in the industry in recent years.  Due to the 

escalating cost of repairs and medical expenses from an increase in accidents, Auto Insurance renewal premium rates will 

be increased to offset these costs.  Distracted driving is a major contributor to the increased frequency of Auto claims. 

We'll likely continue to see more underwriting scrutiny from a coverage perspective in 2017. 

More than half of U.S. businesses (53 percent) have experienced a cyber-attack in the past year!  Computer 

hacking and identity theft are more common than ever. The Hartford Steam Boiler Inspection and Insurance Co. (HSB), 

part of Munich Re, released a nationwide survey that found of those businesses hacked in the previous 12 months, 72 

percent spent more than $5,000 to investigate each cyber-attack, restore or replace software and hardware, and deal with 

other consequences.  Every year the risk of a cyber-attack increases. 


