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MARKET UPDATE – THIRD QUARTER 2020

As another quarter passes with the world in the grips of COVID-19, the impact on the commercial 

insurance market can be summed up in one word: uncertainty. That may seem obvious but as insurance 

professionals, we usually look for data to explain pricing movements and COVID-19 has yet to yield large 

insurance losses other than in specific niches like event, trade credit, and travel insurance. 

The uncertainty of the ultimate impact of COVID-19 is prolonging an increasing premium environment 

in the D&O and Casualty segments of the market. Premiums were increasing in both D&O and Casualty 

for several quarters before the onset of COVID-19 due to severe losses in both segments. D&O litigation 

frequency dipped somewhat in the first half of 2020, but most believe that was due to the disruption in the 

courts arising from the pandemic. D&O insurers are concerned that the longer the pandemic continues, 

the more private companies will fail and public companies will have more financial problems that were not 

adequately disclosed, leading to even more D&O litigation. 

Executive Summary
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Casualty insurers have been adding communicable disease exclusions to programs in industries in 

which they believe liability litigation arising out of the pandemic is likely (i.e. hospitality, education, etc.). 

Furthermore, we’ve noted a change in the workers’ compensation market. Workers’ compensation has 

been the bright spot for many commercial insurance buyers over the last two years because premiums 

were decreasing in this segment while they were increasing just about everywhere else. This changed in 

Q2 as COVID-19 took hold and workers compensation insurers became concerned about the impact of 

the pandemic on losses.  

In the property segment, rates continue to increase not due to COVID-19 but rather due to catastrophe 

losses coupled with years of inadequate rates. Also, the civil unrest in Q2 has resulted in significant 

property losses. The second quarter of 2020 marked the 12th consecutive quarter of premium 

increases in the property segment of the market.

Cyber is another segment of the market where premiums are increasing but not as a result of COVID-19. 

Ransomware has been a problem for years but losses insurers are paying are becoming more frequent 

and more severe. In our Q2 Quarterly Update we reported that premiums were up. That trend 

continues along with more scrutiny around underwriting. As part of the risk evaluation process,  

many cyber insurers are now using network scanning technology. 
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D&O: Market Update
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MARKET TRENDS

› Market leading carriers continue to seek large
premium increases and upward adjustments on
retentions while in some cases simultaneously
cutting limits; increases are generally more
severe on excess layers. The coronavirus
outbreak has exacerbated these trends.

› The economic uncertainty created by the
COVID-19 shutdown is resulting in more D&O
litigation due to factors such as misleading
statements about the outbreak, deceptive
claims regarding potential vaccines and
treatments, and privacy concerns; some
underwriters are testing COVID-19 exclusions.

› As a result of the March 2018 Cyan decision
IPO pricing and retentions have skyrocketed,
though the March 2020 Sciabacucchi ruling on
federal choice of forum in the Delaware
Supreme Court may provide some relief.

› Securities class action frequency remains high and severity continues to
increase.

› Number of total cases and likelihood of being sued have set new records in
each of the past five years.

› Litigation is being driven by new and increased exposures including cyber
(data breach), #MeToo, privacy oversight (GDPR), climate change and
COVID-19.

› Derivative actions are on the rise with notable settlements (McKesson, PG&E,
Wells Fargo, Tesla...) tapping “A-Side only” insurance.

Likelihood of 
Being Sued
(2019 was an 
all-time high)

5%

2019 Median Cash 
Settlement (10-year 
average $8.3M)

$13.6M
2019 Average 
Settlement (10-year 
average $29.8M)

$37M

Litigation Rate 
for S&P 500

7.2%

CONTEXT FOR CURRENT TRENDS

OUR POV
Public D&O rates continue to 
go up as elevated litigation frequency and 
increasing severity contribute to carrier 
losses, which drives premiums up.
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REASONS WHY 
PREMIUMS 
ARE GOING UP

D&O: Carrier Perspective 
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Inadequate compensation for risks assumed

Continuous 
innovation by 
plaintiffs’ bar

Increasing severity 
of derivative actions 
and related 
settlement costs

Claim cost inflation 
+ social inflation

Event litigation & 
follow-on suits from 
regulatory actions

Unusually high 
number of open 
SCAs pending 
against Ds and 
Os

...this acceleration of rate 
improvement [in the second 
quarter] has been significant, 
particularly when you consider the 
improvement in rates that we 
have seen in the 10 consecutive 
quarters leading up to COVID-
19... public company D&O was 
up over 50%.”

– Peter Zaffino, President, COO &
CEO – General Insurance, AIG

“ ...I am even more bullish that 
the hardening market 
conditions [in the second 
quarter] will persist well into 
2021...These hard market 
conditions, similar only to a few 
historically, will enable us to drive 
for the needed improvements in 
policy terms and conditions, 
achieve stronger pricing across 
the portfolio and secure more 
high-quality new business.”

– Dino Robusto, Chairman &
CEO, CNA

“ Our commercial management 
solutions unit is also in hard 
market territory with average rate 
increases of more than 30% in the 
[second] quarter, notably public 
D&O, where we're essentially 
an excess writer showed 
impressive rate change at 
60%.”

– Albert Benchimol, President &
CEO, AXIS

“ And D&O, E&O here too 
extremely robust rate increases, 
we think they are necessary and 
same goes for aviation. But in 
D&O, E&O the rate increases 
we're getting [in the second 
quarter] are in the 
neighborhood of 50%.”

– Craig Smiddy, President &
CEO, Old Republic

“

CARRIER POV
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Property: Market Update—Mid Size Organization
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MARKET TRENDS
› Insurers are continuing to quote

rate increases.

› +4% to +25% rate increases for
standard renewals.

› +20% to +50% rate increases, or
non-renewal, for problematic accounts.

› Problematic accounts classified as
loss-driven, no demonstrated commitment
to risk improvement, or catastrophe-prone.

› Many carriers are putting increased
emphasis on verifying reported values
following losses revealing undervaluation.

› Retail occupancies are seeing increased
deductibles and premiums due to looting
losses.

› 2017/2018: The 2017 hurricanes, 2018 wildfires, hail, and multiple large
risk losses significantly hurt profitability for carriers.

› 2019: Carriers focused on underwriting and rate adequacy after years of
rate decreases and expanding policy terms.

› 2020: Carriers are seeing rate increases at treaty reinsurance renewals
ranging from single digits to 20%. Losses from damages resulting from
civil unrest have been significant.

CONTEXT FOR CURRENT TRENDS

OUR POV
Losses directly impact capacity 
which, in turn, impacts premiums—
increased claims and losses and 
past undervaluation continue to 
push rates up.
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› Q2 of 2020 marked the 12th consecutive quarter of increased
commercial property premiums.

Property: Market Update for Large Organizations

Property: Market Update for Mid-Size Organizations
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Property: Market Update—Large Organization
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MARKET TRENDS
› Insurers continue to quote rate increases.

›

›

+9% to +30% increases for standard
renewals.
+30% to +90% increases or non-renewal
for problematic accounts (loss-driven, no
commitment to risk improvement, or
significant natural catastrophe exposures).

› Many carriers are putting increased
emphasis on verifying reported values
following losses undervaluation.

› Retail occupancies are seeing increased
deductibles and premiums due to looting
losses. Many Lloyd’s Syndicates now
exclude Strike, Riot, and Civil Commotion
losses.

CONTEXT FOR CURRENT TRENDS

OUR POV
Losses directly impact capacity 
which, in turn, impacts premiums—
increased claims and losses and 
past undervaluation continue to 
push rates up.

› 2017/2018: The 2017 hurricanes, 2018 wildfires, hail, and multiple large
risk losses significantly hurt profitability for carriers.

› 2019: Carriers focused on underwriting and rate adequacy after years of
rate decreases and expanding policy terms.

› 2020: Carriers are seeing rate increases at treaty reinsurance renewals
ranging from single digits to 20%. Losses from damages resulting from
civil unrest have been significant.
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Commercial property pricing in the United States
has increased every month since October 2017.

REASONS WHY 
PREMIUMS ARE 
GOING UP:

1) The Commercial Property insurance
industry has been losing money. In fact, the
P&C industry has been above a 100
combined ratio in 6 of the last 9 years. Only
2013–2015 were profitable, explained by
extremely low losses from natural disasters.

2) Low interest
rates are
impacting
insurer
investment
portfolios.

3) Non-catastrophe losses (i.e. hail
and water damage) have been
increasing at an accelerated rate
over the last few years.

4) Decreased
capacity—insurers
are cutting limits and
alternative capital
has pulled back.

In terms of rate increases, rates for 
major accounts were up 13%. And 
in Westchester and Bermuda, they 
were up 16% and 42%, 
respectively."

Regarding COVID-19 and 
insurance, “For the most part, 
except for those customers who 
discretely purchased it, BI 
insurance doesn't cover COVID-19. 
It covers and requires direct 
physical loss to a property.”

– Evan Greenberg, Chairman
& CEO, Chubb

“ Our property policies require direct 
physical damage to the property 
from a covered peril for coverage to 
attach. And on property policies. 
whether issued in the US or 
international, all have exclusions 
barring coverage for viruses. So, 
with respect to business 
interruption, our property policy 
exclusionary language does not 
provide coverage for COVID-19,
and as such we never collect a 
premium for it.”

– Dino Ennio Robusto, Chief
Executive Officer, CNA

“ From a rate perspective, although there 
are a number of unknowns with COVID-
19, I do not believe the dynamics that 
underpinned the hardening market over 
the past 18 months have fundamentally 
changed. If anything, the outlook for the 
protracted low interest rate 
environment has deteriorated. So, I think 
rate movement should continue at the 
current pace throughout 2020, and we 
have seen that in April.”

– Dino Ennio Robusto, Chief Executive
Officer, CNA

“ In North America, areas that 
we focused on for improved 
financial performance include 
our excess casualty, which 
achieved over 30% rate 
increases, financial lines 
overall and D&O specifically, 
which achieved over 20% and 
40%, respectively, and 
wholesale casualty and 
property, which achieved 
30% rate increases."

– Peter Zaffino, President and
COO, AIG

“

CARRIER POV

Property: Carrier PerspectiveProperty: Carrier Perspective

Cargo and Stock Throughput: Market UpdateCargo and Stock Throughput: Market Update
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MARKET TRENDS
› Cargo-only policies with good loss history

are seeing single-digit rate increases.

› Stock Throughput policies are seeing rate
increases from 12% to 50%; companies
with significant losses are seeing even
larger increases.

› Companies with transit exposures in
Mexico are seeing warranties that require
special security procedures.

› Most Lloyds markets are excluding losses
from Strikes, Riots or Civil Commotion.

› The following occupancies are seeing the
largest rate increases:

› Pharmaceuticals, Food, Wineries, & Retail

› The Marine Cargo industry was not profitable in 2016, 2017, 2018, or 2019.

› In 2019, several Lloyd's Syndicate locations were closed following the decile 10
review, reducing available capacity.

› 2020 is already off to a challenging start for the cargo market: The tornado
that hit a Dell storage facility in Nashville, TN resulted in one of the largest
individual stock losses the Lloyd's insurance market has seen in years.  Carriers
are seeing significant losses from looting following civil unrest.

CONTEXT FOR CURRENT TRENDS

OUR POV
Losses directly impact capacity 
which, in turn, impacts premiums—
increased losses continue to push 
rates up.

*Excludes quota share SPAs without separate underwriting teams, syndicates in run-off and RITC syndicates
Source: S&P Global, Insurance Insider
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What CIAB member brokers are saying 
about Umbrella rates:

• 95% reported rate increases.

• 86% reported increase of 10%–50%.

• 86% reported reduction in Lead
Umbrella limits.

- CIAB Rate Survey, Q2-2020

Tough Rate Dynamic in Primary and Excess Liability Starts to Spread to WCCARRIER POV

Casualty: Carrier Perspective
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Some respondents also said that price increases 
were coming from changes in how carriers were 
underwriting Umbrella—namely through capacity 
reduction, “reducing participating limits and non-
renewing”, and significant pricing increases even 
for accounts with “no change in exposure and 
minimal losses on primary lines.”

Council of Insurance Agents & Brokers,
August 24th, 2020

“ In our excess umbrella, we are getting over 20 
points of pure rate increase and 94% retention.”

- Chubb, Q2 2020 Earnings Call

“

Umbrella insurers continue to 
seek higher attachment points
while reducing capacity.

Underwriting discipline in 
demanding increased premiums 
and reduced limits, even for 
high excess.

Continued uncertainty related to 
Covid-19 claims and reduced 
interest rates driving minor
hardening in WC rates.

HIGHLIGHTS 
OF CARRIER 
BEHAVIOR

Casualty: Carrier Perspective

Casualty: Market Update
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Casualty: Market Update
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MARKET TRENDS
› Insurers have broadened disciplined risk

selection and pricing strategies to smaller
companies.

› Adverse development on historical Auto and
General Liability claims continues to drive
rate increases.

› After years of a soft market in Workers’
Compensation, insurers are seeking and
obtaining modest single-digit rate increases
to address concerns over Covid-19.

› Excess Liability underwriters applying
increased minimum prices per million of
capacity for most risks and seeking to restrict
coverage for liability claim drivers such as
assault, communicable disease, and wildfire.

› Huge jury awards involving huge punitive damages awards created big
underwriting losses for Excess Liability insurers in recent years, prompting
insurers to cut their underwriting capacity while increasing prices.

› The underwriting discipline insurers had applied to large or high hazard
corporations has extended to the broader casualty market.

› The global casualty market remains narrow for risks with high perceived
severity potential: communicable disease (in real estate, hospitality,
facilities management), wildfires, mass shootings, certain chemicals,
e-cigarettes.

› Underwriters continue to seek increases in primary General Liability and
Commercial Auto Liability.

By-Line Second Quarter 2020 Rate Changes Ranged From
0.7% to +20%

CONTEXT FOR CURRENT TRENDS

OUR POV
Umbrella and Excess Liability rates
continue to rise for companies large and 
small as insurers look to correct years of 
inadequate pricing. Low interest rates and 
Covid-19 concerns are driving the first 
WC rate increases since 2015.

Source: CIAB Q2 2020 Rate Survey

Period Auto WC GL Umbrella

Q2 2020 9.60% 0.70% 6.80% 20%
Q1 2020 9.60% -1.20% 5.70% 17.30%
Q4 2019 10.50% -1.90% 5.80% 13.60%
Q3 2019 9.10% -2.70% 4.60% 9.80%
Q2 2019 8.40% -2.50% 3.20% 5.70%
Q1 2019 8.80% -3.30% 2.00% 3.30%

Period Auto WC GL Umbrella

Q2 2020 9.60% 0.70% 6,80% 20%
Q1 2020 9.60% -1.20% 5.70% 17.30%
Q4 2019 10.50% -1.90% 5.80% 13.60%
Q3 2019 9.10% -2.70% 4.60% 9.80%
Q2 2019 8.40% -2.50% 3.20% 5.70%
Q1 2019 8.80% -3.30% 2.00% 3.30%



Cyber Liability: Market Update
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MARKET TRENDS
› Both frequency and severity of losses

are increasing for most carriers––led by
ransomware attacks.

› Underwriting scrutiny has increased, with
underwriters asking more detailed
questions on controls and utilizing
network scanning technology.

› Sweeping regulatory changes around
consumer privacy rights driving
increased concerns over more costly
losses on the horizon

› Board oversight of cyber and privacy risk
is increasing as a result of changing
workplace dynamics such as remote
working.

› Ransomware continues to be the most frequent attack style in 2020.
Attackers are now stealing data prior to deploying ransomware or publicly
shaming companies infected to force payment of the ransom.

› Department of Treasury has advised that companies, including cyber
insurance carriers, involved in paying a ransom to groups known to be on
the OFAC sanctions list are subject to penalties.  Engaging law
enforcement can mitigate the likelihood of a penalty being assessed.

› Penalties for violations of privacy laws such as GDPR and CCPA are
steep—through direct fines or private rights of action granting
statutory damages.

› Securities class action and shareholder derivative suits following high-
profile cyber and privacy incidents have boards asking more questions
about cyber risk and insurance. Notable suits: Yahoo, Equifax, Marriot,
FedEx, Capital One, Zoom Communications.

CONTEXT FOR CURRENT TRENDS

OUR POV
The cyber insurance market
continues to deteriorate. Underwriting
scrutiny and pricing are increasing, 
driven by higher losses. Many clients
analyzing limits given changing risk
environment.

22%
Ransomware cases which 

also included data 
exfiltration during Q2 

2020, up from 8.7% in Q1.

60%
Growth in severity of 

ransomware payments 
from Q1 2020 to Q2 2020

Cyber Liability: Market Update

HIGHLIGHTS 
OF CARRIER 
BEHAVIOR

The Impact of Growing & More Sophisticated Cyber Attacks

Cyber Liability: A Closer Look at the Trends

Proprietary & Confidential. Not to be distributed without the prior consent of Woodruff-Sawyer & Co. 10

Privacy regulation is taking hold
• GDPR fines: 4% of annual revenue

• CCPA fines: up to $7,500 per violation (read:
per consumer)

• CCPA private right of action: Statutory
damages between $100–$650 per consumer

• IL BIPA private right of action: up to $1,000
per individual

• 18 States considering similar consumer
privacy legislation

Board oversight of cyber and privacy 
risk is increasing
• Many boards now require annual, or more

often, privacy and cyber risk update

• Cyber risk analytics are key to supporting
cyber insurance limit decision

• Security frameworks (e.g., NIST, CIS Top 20
Controls) provide structure for
boards/management to facilitate discussion

• Cyber incidents more frequently leading to
SCA claims against company and directors
and officers

Ransomware threat is growing
• 25% growth in frequency of ransomware

claims from Q4 2019 to Q1 2020, according
to Beazley.

• 33% growth in average ransomware payment
during Q1 2020 compared to Q4 2019,
according to Coveware.

• 15 days average downtime from a
ransomware infection during Q1 2020
according to Coveware.

Many carriers now asking more 
underwriting questions with regards to 
backup procedures to stem 
ransomware risk. 

Hiscox has retreated from manufacturing 
and construction risks due to losses in 
the space.

Rates are firming across 
Technology E&O exposed risk, as 
well as excess Cyber placements 
due to losses sustained.

CARRIER POV

Cyber Liability: A Closer Look at the Trends
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As one of the largest insurance brokerage and consulting firms in the 
US, Woodruff Sawyer protects the people and assets of more than 
4,000 companies. We provide expert counsel and fierce advocacy to protect 
clients against their most critical risks in property & casualty, management 
liability, cyber liability, employee benefits, and personal wealth management. 
An active partner of Assurex Global and International Benefits Network, we 
provide expertise and customized solutions to insure innovation where clients 
need it, with headquarters in San Francisco, offices throughout the US, and 
global reach on six continents. 

Subscribe for Expert Advice and Insights
Sign up to receive expert advice, industry updates and event invitations 
related to Business Risks.

ABOUT 
WOODRUFF SAWYER
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