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MARKET UPDATE – FOURTH QUARTER 2020

Q4 2020 did not bring a material change in the commercial lines market from Q3. COVID-19 remains the 

dominant story by creating uncertainty in the insurance markets. The slow vaccine roll out has not given 

anyone reason to turn optimistic. 

Rates in all segments of the commercial lines market were up again in Q4 2020. The reasons are no 

different than what we have presented in past quarterly updates: increased claims frequency and severity 

which was exacerbated by COVID-19 uncertainty. In the property market, Q4 saw the end of “cat season” 

with no severe hurricanes like in years past, but wildfires and convective storms have increased in both 

frequency and severity, so property insurers haven’t experienced much relief to their balance sheets. 

In the casualty market, nuclear verdicts continue to be a concern, driving excess casualty pricing ever 

higher. Yet another large verdict of $411 million was awarded in October 2020. The case involved a man 
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in a trucking accident. The small rate increases we started to see in workers’ compensation in Q3 

continued into Q4. Capacity remains abundant in the workers’ compensation market so, although rates 

may continue to increase for a few quarters, we expect such increases to be minimal.

The major development in Q4 was the rapid deterioration of the cyber market. We started to see some 

subtle upward movement in rates in the earlier quarters of 2020, but that upward trend really took off in 

Q4. Ransomware attacks are the main culprit; not only are carriers increasing rates due to ransomware 

loss payments, we are starting to see restricted terms around this coverage. At the very least, cyber 

buyers should expect a lot more questions about ransomware controls and overall cybersecurity 

measures at renewal.

Let’s now look at the trends by product segment.
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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 COVID-19 outbreak 
has exacerbated these trends.

› The economic uncertainty created by COVID-19 
is resulting in more D&O litigation due to factors 
like 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 
led to several state court Section 11 suit 
dismissals in California.

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

› Number of total cases and likelihood of being sued set new records in 2018 
and 2019. Number of cases filed in 2020 is still above historical levels.

› Backlog of approximately 600 securities class action cases are pending (cases 
are taking longer to reach settlement).

› 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 (American Realty, 
McKesson, PG&E, Wells Fargo, Tesla...) tapping “A-Side only” insurance.

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

4.0%

2020 Median Cash 
Settlement (10-year 
average $8.1M)

$9.5M
2020 Average 
Settlement (10-year 
average $28.5M)

$28.6M

Number of open 
SCA cases 
pending (up 50% 
over last 5 years)

605

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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MARKET TRENDS
› Disciplined underwriting continues with a 

heightened focus on capital deployment 
and risk quality.

› Policy language will continue to be 
scrutinized, with carriers taking a much 
closer look at exclusionary language and 
non-physical damage cover.

› As we look ahead, new capital continues 
to enter the property market via new 
carriers and growth initiatives for existing 
markets, which could limit the duration of 
the upward pressure on rates; however, 
that likely won’t be experienced until the 
second half of 2021. 

› 2020 saw an uptick in frequency of events, but the severity of events wasn’t 
as meaningful. The frequency has carriers’ attention though, particularly as 
it relates to wildfire and severe convective storms.  

› COVID-19 continues to create uncertainty. Although the news of a vaccine 
is easing those concerns, there remains uncertainty around litigation.

› Insurance to value, business interruption, and supply chain risk will 
continue to be closely analyzed by carriers as claims from 2017 and 2018 
continue to develop.

CONTEXT FOR CURRENT TRENDS

OUR POV

Property rates continue to rise as        
most property carriers remain unprofitable 
due to the frequency of catastrophic 
events combined with COVID-19 and civil 
unrest losses. 

Non-CAT accounts with 
favorable loss history

~15%
CAT accounts with       

favorable loss history

~25%

Non-CAT accounts with 
unfavorable loss history

25%+
CAT accounts with   

unfavorable loss history

40%+

Property: Market Update
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MARKET TRENDS
› Diminished supply of umbrella/excess 

capacity continues drive up pricing. 
Capacity has shrunk from an estimated 
$2B+ to an estimated $700 million for most 
large risks.

› Insurer risk selection discipline remains 
high, as underwriters insist on top safety 
and security controls for liability exposures.

› Communicable/infectious disease 
exclusions are becoming standard, even for 
firms without significant premises exposure.

› Insurers are seeking and obtaining modest 
single-digit WC rate increases to address 
concerns over COVID-19 claims. 

› The capacity crunch for umbrella/excess liability coverage continues to 
drive up pricing for middle-market and large organizations.

› For firms that had significant price corrections at last renewal, rate 
increases are slowing (10%–25%). For companies that have yet to see 
premiums adjusted since the soft market, rate increases are larger 
(50%-100%).

› Nuclear verdicts continue to cut into insurer profitability and hold off an 
influx of new capacity. Example: $411 million awarded to a man injured 
in a trucking accident in October 2020.

› Underwriters continue to seek increases in primary General Liability 
and Commercial Auto Liability and are achieving small WC rate 
increases for the first time since 2015.

By-Line Third Quarter 2020 Rate Changes Ranged From
+1.5% to +22.9%

CONTEXT FOR CURRENT TRENDS

OUR POV
Demand for umbrella/excess limits 
continues to exceed supply, driving up 
rates for most commercial insurance 
buyers. Increasing claims costs trends for 
Auto, GL, and WC (including COVID-19 
claims) maintain pressure on primary rates.

Source: CIAB Q3 2020 Rate Survey

Auto WC GL Umbrella
Q3 2020 11.00% 1.50% 6.70% 22.90%
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%

Cargo and Stock Throughput: Market Update
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MARKET TRENDS
› Rate rises are still prevalent, but most 

syndicates agree we are through the worst of 
the remediation of their portfolios. 

› London markets are still excluding coverage 
for strikes, riots, or civil commotion at retail 
locations. 

› Excess Stock rates are showing the highest 
percentage increases compared to previous 
years as underwriters raise the minimum 
premiums for their participation.

› Most insurers have shifted focus from "rate 
rise" to "rate adequacy." This should be seen 
as a positive for programs that have already 
seen significant increases and show good loss 
records and/or high levels of risk management.

› Risk selection remains key; there is far less capacity available for accounts 
with heavy retail, food processing, pharmaceutical, or cellphone exposures.

› The tornado that hit a Dell storage facility in Nashville, TN in March 
severely impacted what could have otherwise been a profitable year for 
many Lloyd’s syndicates. There is hope amongst carriers that despite this 
large loss, 2020 could still post the best underwriting result for Lloyd’s 
Cargo markets for the past few years.

› A Communicable Disease Exclusion clause is now required in every Cargo 
or Stock Throughput contract; although this is generally seen as a 
clarification rather than an outright restriction to coverage.

› Above-average rates have been observed most often on accounts with 
exposure at locations used by multiple clients, i.e., large 3PL storage sites 
or pharmaceutical plants. This is essentially "price for capacity," where 
underwriters see themselves as potentially over-exposed at any one site.

› Exceptions can be made! Flat to single-digit rate rises have been quoted on 
exemplary accounts with high level risk management and performance. 

CONTEXT FOR CURRENT TRENDS

Accounts with favorable loss 
history and/or previous heavy 

rate increases

~10-15%
Accounts with unfavorable loss 

history or those that do not 
meet rate adequacy for 

underwriters

~20-30%

OUR POV

Cargo/STP rates continue to rise but
as the Cargo market moves closer to a return 
to profitability, insurers’ focus has shifted to 
risk selection, maintaining consistency, and 
ensuring rate adequacy going forward.

Casualty: Market Update

Cargo and Stock Throughput: Market Update
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MARKET TRENDS
› Rates increasing 30%–60%+ across the 

board—regardless of industry vertical or 
size of company. 

› Ransomware losses piling up for carriers—
driving more underwriting scrutiny in the 
form of supplemental applications. 

› Capacity carefully managed by carriers in 
response to aggregation events such as 
SolarWinds attack. Some carriers reducing 
limits at renewal.

› Threat of privacy litigation looming large 
over industry as well, in response to data 
breaches and privacy regulation across 
the globe.

› Ransomware losses driving majority of activity from cyber insurance 
carriers. Average ransom payment up 568% from Q3 2019 to Q3 2020.

› First CCPA related-data breach class action settlement reached since law 
was implemented in January 2020. Hanna Andersen reached a $400,000 
settlement with nearly 200,000 consumers affected. Expect settlements to 
be the new norm and settlement values to increase.

› 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, and Zoom Communications.

CONTEXT FOR CURRENT TRENDS

OUR POV
Rates are rising rapidly and we’re
starting to see restriction of terms. 
Ransomware losses and aggregation 
events like the SolarWinds attack are 
driving carrier actions. 
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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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