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Market Segment Outlooks
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• Outlooks consider:

- Current and forecast economic conditions

- Regulatory and legislative environment and potential changes

- Lines of business developments: rates, terms & conditions, loss development

- Competitive issues

• Outlooks can be Positive, Negative or Stable

• Market segment outlooks are not directly connected to rating outlooks
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Market Segment Outlook – US Personal Lines
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AM Best is maintaining its Negative outlook, issued in

 September 2022, for the US personal lines segment, 

based on the following negative factors:

• Ongoing volatility in reported results for both the personal auto and 

homeowners' lines of business 

• Rising loss cost severity, driven by inflationary pressures

• Challenges maintaining rate adequacy

• Restrictive regulatory environment in various states 

• Elevated reinsurance costs, coupled with tighter terms and conditions 

• Heightened catastrophic loss volatility; increased secondary peril activity
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Market Segment Outlook – US Personal Lines
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Positive factors countering these negatives include the following:

• Solid risk-adjusted capitalization with sufficient liquidity; however, capital 

cushion eroding for some insurers

• Aggressive push for rate adequacy, with some jurisdictions showing 

more accommodative behavior of late

• Improving investment yields due to rising interest rate environment  

• Acceleration of digital transformation/technology adoption

• Improving catastrophe risk management practices 
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Market Segment Outlook – Global Reinsurance 
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AM Best is maintaining its Stable outlook for the Global Reinsurance 

segment, based on the following positive factors:

• Renewals maintained favorable pricing, terms and conditions

• Increased demand for coverage due to catastrophic loss activity but 
supply remains disciplined

• Strong demand for life and annuity reinsurance

• Rising investment income

• Available capital ≠ Deployed capacity
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Market Segment Outlook – Global Reinsurance 
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Negative factors countering these positives include the following:

• New capital still hesitant; flight to quality exacerbated

• Reserves strengthening actions on casualty books

• Concerns about economic and social inflation

• Complex and evolving risk environment
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Performance Challenges 

10

0

20

40

60

80

100

120

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

R
a
ti

o
 (

%
)
US Homeowners - Calendar Year Combined Ratios

Net Loss & LAE Ratio Underwriting Expense Ratio 10-Year Average Combined Ratio

90.4 92.4 91.9 93.2

107.2 104.0
98.6

107.4
103.8 104.5

110.9

Source: AM Best data and research

10



Elevated Large Loss Events 
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2023 U.S. Storm Report – Frequency of Severe Events 

Source: AON – 2023 Natural Peril Review

Top 10 Costliest Severe Convective Storm Events: Insured Loss (1900 - 2023)

Insured Loss Insured Loss 

Date Event Location (Nominal $ billion) (2023 $ billion)

August 2020 Midwest Derecho United States 9.2 10.9

April 2011 2011 Super Outbreak United States 7.6 10.3

May 2011 Joplin/SCS United States 7.0 9.5

May 2003 United States SCS United States 3.3 5.5

July 2013 Storm Andreas Europe 4.9 5.0

March 2023 United States SCS United States 4.9 5.0

March-April 2023 Tornado Outbreak United States, Canada 4.3 4.4

May 2019 United States SCS United States 3.7 4.4

June 2023 United States SCS United States 4.3 4.3

April 2016 San Antonio Hailstorm United States 3.2 4.1
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Rising Costs & Retentions 



Inflationary Pressures – Materials & Wages

0

1

2

3

4

5

6

Y
e
a
r 

o
v
e
r 

Y
e
a
r 

%
 C

h
a
n

g
e

Employment Cost Index: Wage Growth

Construction Workers All Private Industry Workers

14

100

120

140

160

180

200

220

240

In
d

e
x

Producer Price Index: Materials

Lumber Cement

Source: Bureau of Labor Statistics

14



Significant Increase in Reinsurance Costs 

Source: Guy Carpenter, presented by Artemis.com

*Guy Carpenter US Property Rate on Line Index 
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Reinsurance Market Pressures on Primary Carriers 

• Reinsurance is a form of capital for 
cedants 

• Capital is no longer “cheap”

• Higher costs for cedants 

• More “skin in the game”

‒ Retention & co-participation

• Frequency protection more limited
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Why is this Reinsurance Cycle Different?
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Single major event:

Hurricanes

Earthquakes

Terrorism

Material capital 
erosion

Sharp rates 
increase in a short 

period of time

Leading indicators to historic reinsurance company formations New 202x class?

Rising interest rates only 
since 2022

Higher cost of opportunity

Gradual rate increases before1/1/23

Alternative Capital

Plateaued since 2018

No single major 
catastrophe event

Accumulation of more frequent 

secondary perils

Global reinsurers remain 
well capitalized
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Global Reinsurance Market Trends
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Global Reinsurance Market Performance 
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Global Reinsurance Market Capital
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Global Reinsurance – Looking Ahead

Mid-year renewals: continued underwriting discipline expected

Non-catastrophe lines: growth focused on specialty lines; concerns on development of casualty 
books

Economic and political backdrop increasingly uncertain

Incoming capital: is there a class of 202x?

Innovation and relevance in a more complex risk environment where insurability may be challenged
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Property Lines Regulation & 

Rate Adequacy 



Regulatory/Operational Challenges 

• Regulator – balance affordability with coverage availability

- Increased scrutiny given magnitude & frequency 

- Staffing challenges slows response  

• Time lag in identifying rate need vs. approval and implementation

• Earning premium takes time – 12-month property policies

• Companies need to balance frequency/severity of rate change

• Regulatory environment can impact the rating – Business Profile most directly
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Rating Implications



Rating Actions – US Property/Casualty
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2023 Rating Activity  
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Rating Actions – US Property/Casualty
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Carrier Responses



Carrier Responses – Balance Sheet Strength
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Capital Injection Sale/Lease Back Affiliations/Mergers

Quota Share 

Reinsurance
Surplus Notes
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Carrier Responses – Performance, Profile, ERM

Rate & inflation guard factors 

Tightened underwriting guidelines 

Concentration/exposure refinement 

Agent commission changes 
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Carrier Responses – Performance, Profile, ERM
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Exit/scale back exposure

Deductible changes

Bundling with auto (brings its own 
set of issues)

Shift to small commercial
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Light at the End of the Tunnel? 

• Perhaps in 2025:

‒ Earning of significant rate increases

‒ Improving investment yields

‒ Tempering of inflation 

‒ Technology adoption/data analysis 

‒ Historically challenging regulatory 
environments beginning to shift
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Q&A
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Thank You!
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© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND

NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,

REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY

MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be

accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information

contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole

or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors,

officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or

(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the

possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if

any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,

sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific

purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,

including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,

nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,

COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR

MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision

made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial

obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage™
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