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MARKET UPDATE – FIRST QUARTER 2021

Good News, Bad News—that’s our characterization of the 2021 commercial market in the first quarter. 

Let’s start with the bad news: rates are still increasing across all segments of the commercial lines markets. 

The good news is that the rate increases are starting to slow in some segments of the market. COVID-19 

remains something that insurers are watching carefully as businesses reopen, but the vaccination rates 

are providing some optimism.

In the Property market, the magnitude of increases has eased. Pristine risks which have favorable loss 

history, no CAT exposure, and risk improvements can expect minimal increases. Insurers are holding their 

breath because an active 2021 hurricane season has been predicted.

Executive Summary
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The story is similar in Casualty—buyers should still expect rate increases but the level of the increase 

will be based on loss history, industry, and risk characteristics. An example of a risk characteristic that 

continues to be a problem is large commercial fleets. Umbrella/excess casualty is a segment of the 

Casualty market that has experienced the largest rate increases over the last two years. New market 

entrants have brought much needed competition to the umbrella/excess casualty segment and we 

believe this is a contributing factor to the slowing pace of increases.

While we’re happy to report the encouraging signs in the property and casualty segments, the D&O and 

Cyber markets remain challenged. Fitch’s recent report on the US D&O market revealed that despite a 

40% growth in written premiums in 2020, the D&O industry loss ratio only decreased slightly. According 

to the Fitch report, written premiums grew by 20% in 2019. These statistics provide insight into why the 

D&O segment isn’t experiencing the same deceleration of rate increases that we’ve seen in the Property 

and Casualty segments. If the loss ratio barely moves after large premium increases, it means losses 

are continuing to increase. As long as D&O losses continue to increase, buyers can continue to expect 

premium increases .

In our Q4 2020 update we reported that the cyber market was rapidly deteriorating and this trend 

has continued into Q1 2021. Ransomware attacks were driving claim frequency in 2020 and that trend 

continues. The cyber market is challenged in places other than security breaches. These policies also 

cover liability and notification costs arising out of privacy violations—both breach and non-breach 

related. Class action litigation involving the Illinois Biometric Privacy Act increased significantly in 2020. 

Not only is this impacting premiums, some insurers are also restricting coverage.

Let’s look a little deeper at the trends in each segment.
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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. COVID-19 has 
exacerbated these trends.

› 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 and severity remain high. 

› 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. 
Number of cases filed so far in 2021 is tracking with the 10-year average.

› 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)

594

CONTEXT FOR CURRENT TRENDS

OUR POV
Public D&O rates continue to 
go up as elevated litigation frequency and 
severity contribute to carrier losses, which 
drives premiums up.
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Property: Market Update
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MARKET TRENDS
› Impact of COVID-19 remains uncertain as 

litigation begins to unfold.

› Disciplined deployment of capital – risk 
quality directly impacts line size.

› Continued focus on policy sublimits and 
deductibles, particularly non-physical 
damage, (contingent) business 
interruption, and SRCC.

› New capital is having a favorable impact 
on property insurance renewals.

› While we’re seeing signs of optimism, all 
eyes are on the 2021 hurricane forecast; 
current estimate is 17 named storms.

› Property carriers continue to seek rate increases due to unprofitable 
results in 2020 and an active start to 2021, most notably the winter 
storms in March.

› Well-performing portfolios are experiencing single-digit rate increases, 
with flat renewals occurring in rare instances – major risk improvement, 
alternative structures, deductible adjustments, and/or new capacity.

› Despite better outcomes than 2020, some risks continue to see pressure 
from Property markets due to risk quality, valuation, reduced appetite for 
certain occupancies, and/or continued losses.

CONTEXT FOR CURRENT TRENDS

OUR POV

The magnitude of rate increases 
has lessened as carriers underwrite 
based on clients’ individual merits and we 
begin to see an oversubscription on 
certain programs. Challenged risks 
continue to experience pressure. 

Non-CAT accounts with 
favorable loss history

10%-15%
CAT accounts with       

favorable loss history

20%-25%

Non-CAT accounts with 
unfavorable loss history

25%+
CAT accounts with   

unfavorable loss history

40%+

Property: Market Update
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Casualty: Market Update
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MARKET TRENDS
› After big pricing corrections in 2020, 

Umbrella/Excess rate increases are 
slowing. Premiums appear more rational 
relative to losses.

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

› Insurers becoming more flexible around 
Communicable Disease coverage 
restrictions; exclusions still common for real 
estate/hospitality and certain other risks. 

› Insurers still seeking single-digit WC 
rate increases after years of falling 
rates, though price hikes have slowed 
since Q4-2020.

› Liability insurers continue to drive premium increases in reaction to 
increasing frequency of $10M+ claims, fueled by social inflation and 
third-party litigation financing.

› While demand for umbrella/excess capacity still exceeds supply, 
increased prices and new market entrants are stimulating increased 
competition for certain layers.

› Umbrella/excess rate increases are moderating. For firms that had 
significant price corrections at last renewal, rate increases are 
slowing (10%–25%). 

› Underwriters continue to seek 5%-10% increases in primary General 
Liability and Commercial Auto Liability and are achieving small WC 
rate increases.

By-Line 4th Quarter 2020 Rate Changes Ranged From
+0.4% to +21%

CONTEXT FOR CURRENT TRENDS

OUR POV
Claim severity continues to increase 
for liability coverages, stressing insurer 
results and driving rates for risks of all sizes. 
Rate pressure for GL and Auto are consistent 
with prior quarters, while Umbrella/Excess 
price increases are starting to moderate.

Source: CIAB Q4 2020 Rate Survey

Auto WC GL Umbrella
Q4 2020 9.10% 0.40% 7.30% 21.30%
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%

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

what we saw in 2019 and 2020; barring no 
significant disruptions, we expect 
continued leveling out in 2021.

› Markets excluding coverage for strikes, 
riots, or civil commotion at retail locations. 

› Lloyd’s syndicates more aggressive on 
new business than in recent years, with 
many insurers pushing for growth in 2021.

› Insurers focused on rate adequacy 
and consistency—this is encouraging 
for clients with positive loss records 
and a strong commitment to loss 
control measures.

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

› Potential losses from the One Apus and Ever Given have not yet been 
realized, though there is tangible concern in the market as to possible 
impact these claims could have on the Cargo market.

› Communicable Disease Exclusion clauses continue to be required in 
every Cargo or Stock Throughput contract; this is generally seen as a 
clarification rather than an outright restriction of coverage.

› Appetite for new business in London is encouraging as insurers are  
finding ways to be more competitive and/or offer broader solutions than 
in previous years.

› Woodruff Sawyer’s portfolio is well positioned to ensure consistent long-
term solutions for clients. We’ve carefully nurtured our relationships with 
Cargo/STP insurers and expect to see this continue to bear fruit as the 
year progresses.

CONTEXT FOR CURRENT TRENDS

OUR POV

The Cargo/STP market is 
performing largely as expected in 2021; 
insurers continue to focus on risk 
selection and London’s appetite for new 
business is very encouraging. 

Accounts with favorable 
loss history and a focus on 

Risk Management

10%+
Accounts with unfavorable loss 

history or those that do not meet 
rate adequacy for underwriters

15%-25%

Casualty: Market Update

Cargo and Stock Throughput: Market Update
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Cyber: Market UpdateCyber: Market Update
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MARKET TRENDS
› Rates increasing 50%+ 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, Microsoft Exchange Server, 
and Accelion attacks. Some carriers 
reducing limits at renewal.

› Non-breach privacy coverage, such 
as coverage for BIPA claims, is 
being restricted.

› Ransomware attacks increasingly include a threat to leak stolen data. 
According to Coveware, 70% of ransomware attacks in the 4th quarter of 
2020 included this threat.

› Multiple aggregation events over the 1st quarter—notably the Solarwinds, 
Microsoft Exchange Vulnerability, and Accelion attacks—have impacted 
claims volume for many carriers.

› Federal BIPA cases increased more than 2x from 2019 to 2020, according 
to Bloomberg Law. This is leading to carriers reducing coverage available 
for non-breach privacy claims.

CONTEXT FOR CURRENT TRENDS

OUR POV
Rates are rising rapidly and 
we’recontinuing to see restriction of 
terms. Ransomware losses and 
aggregation events like the Microsoft 
Exchange Server vulnerabilities are 
driving carrier actions. 

Companies impacted 
by Microsoft Exchange 
Server vulnerabilities 

in March 2021

30,000
Customers of Solarwinds
potentially impacted by 

hack attributed to 
Russian government

18,000
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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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