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MARKET UPDATE – SECOND QUARTER 2021

Q2 2021 is showing a mirror image of the trends we observed in Q1 2021: Rates are still increasing 

throughout the commercial market, but the pace of the increase appears to be slowing.

In past updates, we’ve commented that the basic law of supply and demand impacts insurance premiums, 

and this is driving some of the trends we are observing. Insurers take risk with the capital on their balance 

sheets and if that capital is reduced but demand stays the same or increases, premiums will go up. As 

losses across all segments of the commercial market mounted in the last three to four years, insurers 

cut limits (capital supply) to reduce their exposure. The result was a very painful experience for insurance 

buyers. In the classic supply-demand model, increasing premiums should attract more capital (supply) but 

that dynamic was muted by the uncertainty of COVID-19. 

Executive Summary
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The good news is that the basic laws of economics are still at play, and we are now seeing more capital 

(supply) enter the market. The capital supply hasn’t increased enough yet, however, to start driving 

premiums down, but the rate of premium increases is slowing. We’ve seen oversubscribed deals in both 

the property and casualty markets for quality risks. Challenged risks in both segments can still expect 

to see sizable premium increases. Also, Q3 marks the beginning of hurricane season, and a few bad 

storms can quickly turn the positive momentum to negative within the property market. 

D&O premiums continue to increase, particularly for IPOs, SPACs, and de-SPACs. Outside of these 

segments of the D&O market, premiums continue to increase, although at a slower pace than in the 

last few years. As reported in our State of Securities Class Actions for Public Companies: Mid-Year Update, 

2021 securities class action filings are down 13% compared to the first half of 2020. That’s good news 

as securities class actions drive public-company D&O losses. This, coupled with about a dozen new 

entrants to the D&O market expected in the next 12 months, could be the start of a more positive trend 

for D&O buyers.  

The encouraging trends end at the cyber market. Premiums are rapidly rising, insurers are cutting limits, 

and coverage is restricted in some areas. Q2 saw two high-profile ransomware events that impacted 

millions in the US—the Colonial Pipeline event that affected gasoline supply on the East Coast and the 

JBS USA event which shut down the company’s meat packing facilities in the US. These events got the 

attention of Congress and the White House, both of which are talking about strengthening our cyber 

defenses for critical infrastructure. 

This is good news for insurance buyers and society overall. These events also started a dialogue on the 

impact of paying ransom as an incentive to hackers. Ransomware payments are covered under most 

cyber policies, which has protected many companies, particularly small- to medium-sized businesses, 

from incurring devastating losses. Politicians have stopped short of pushing for a ban, but they’ve 

expressed concern that such payments encourage more ransomware attacks. Insurers continue to 

offer this coverage, but scrutiny of security controls has increased. 

Let’s look more closely at each segment. 
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D&O: Market Update
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MARKET TRENDS

› Market-leading carriers continue to seek premium 
increases, but there has been a deceleration in 
the rate of increase; upward adjustments are 
generally still larger on excess layers.

› 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.

› The March 2020 Sciabacucchi ruling on federal 
choice of forum in the Delaware Supreme Court 
has led to several state court Section 11 suit 
dismissals, and IPO pricing is starting to stabilize. 
Underwriter concerns have shifted to the surge in 
SPAC IPOs and de-SPAC transactions. Pricing 
for those deals continues to increase with fewer 
underwriters willing to quote. 

› Securities class action frequency and severity remain high. The likelihood of a 
public company being sued reached a record high of 5% in 2019 when 268 
lawsuits were filed. 

› The total number of suits dropped to 210 in 2020 and for the first half of 2021 
there have been 91 cases filed, a 13% drop in filings compared to the number 
filed in the first half of last year. This is a positive trend but one that will likely 
line up with historical averages.

› 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%

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)

577

CONTEXT FOR CURRENT TRENDS

OUR POV
Public D&O rates have continued
to rise so far in 2021, but there are early 
signs that the market is in transition and 
that some relief may be on the way. 
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Property: Market Update
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MARKET TRENDS
› Current rate levels are attracting new 

markets, which generates competition.

› Incumbent carriers are looking to expand 
participations where possible.

› Difficult occupancies continue to pose rate 
and capacity challenges.

› Business interruption and makeup 
capabilities are being scrutinized.

› CSU increased prediction for named storm 
from 18 to 20, including 8 hurricanes.

› Wildfire season is expected to be active, 
and carriers are proceeding cautiously.

› As we enter the second half of 2021, carriers have become more 
aggressive in pricing renewal business as new markets look to capitalize 
on a strong rate environment.

› Give carriers the confidence necessary to offer additional capacity and 
coverage(s) by demonstrating your risk improvement and an understanding 
of business continuity. We are moving in a more favorable direction; 
however, July through November, the heart of hurricane and wildfire 
season, will determine the rating environment for the remainder of 2021 
and possibly the beginning of 2022.

CONTEXT FOR CURRENT TRENDS

OUR POV
Market competition has provided 
more favorable outcomes for insureds, 
with more stable capacity and consistent 
policy coverage. All eyes are on the 
hurricane and wildfire seasons; both will 
dictate the remainder of 2021.

Non-CAT accounts with 
favorable loss history

5%–10%
CAT accounts with 

favorable loss history

10%–15%

Non-CAT accounts with 
unfavorable loss history

20%+
CAT accounts with 

unfavorable loss history

30%+

Property: Market Update

3WOODRUFF SAWYER Q2 2021 COMMERCIAL LINES MARKET UPDATE



Casualty: Market Update
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MARKET TRENDS
› Primary casualty insurers continue to 

maintain rigorous risk selection discipline 
and seek material rate increases
on GL and Auto in order to keep up with 
loss trends. 

› Umbrella attachment point requirements 
have increased and capacity deployments 
have decreased, with quota share 
structures a common strategy to build more 
significant capacity layers in a program.

› Insurers continue to seek slight WC rate 
increases and are carefully monitoring 
claims activity as employers reopen offices 
and employees return to work. 

› A top concern of liability insurers remains the increasing frequency
of nuclear verdicts caused by social inflation and third-party 
litigation financing as lawsuits work their way through the reopened 
court system.

› While umbrella/excess capacity remains an issue, new markets have 
filled necessary gaps, spurring competition despite underwriter focus 
on pricing, terms & conditions, attachment points, and relativity.

› Underwriters continue to pursue 5%–10% increases in primary General 
Liability and Commercial Auto Liability. Auto liability claim payments 
remain on the rise due to the increasing cost of medical treatment and 
vehicle repairs. Defense of complex litigation and class action lawsuits 
is a primary concern of GL underwriters.

By-Line 1st Quarter 2021 Rate Changes Ranged From
+1% to +20%

CONTEXT FOR CURRENT TRENDS

OUR POV
Rate pressure remains due to 
insurer concerns around rising claim 
severity. GL, Auto, and Umbrella/Excess 
have suggested stabilization, with rate increases 
consistent with prior quarters. Capacity, recently 
improved with new market entrants, is still strained 
relative to prior years.

Source: CIAB Q1 2021 Rate Survey

Auto WC GL Umbrella
Q1 2021 9.00% 1.00% 6.20% 19.70%
Q4 2020 9.10% 0.40% 7.30% 21%
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%

Cargo and Stock Throughput: Market Update
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MARKET TRENDS
› In most occupancies, carriers believe there 

is a balance between rate and risk, the 
result being single-digit increases.

› Remedial work on accounts has been 
undertaken, so coverages have stabilized; 
however, in certain occupancies, strikes, 
riots, or civil commotion are excluded or 
significantly sub-limited, which means 
securing additional policies.

› New entrants have fostered competition, 
largely through MGAs/MGUs, startups, 
and Lloyd's syndicates returning to 
the class.

› Rate increases and general cargo market hardening over the past few 
years has led to significant increase in capacity and movement of 
underwriting talent between insurers.

› New capacity and growth targets on existing players via management 
decree is facilitating positive outcomes for insurance buyers. Domestic 
carriers have expanded appetites and become more competitive with the 
rate rises in 2021.

› It's still to be demonstrated if this new capacity will lead business and 
add further competitive tension when marketing accounts.

› London insurers now actively considering new opportunities on line slips 
and binders which had retrenched significantly over the past two years.

› 2021 has seen a stark increase in transit claims, such as One Apus 
and other cargo-carrying vessels, leading to several General Averages 
and thousands of containers lost overboard. Also, in the last few 
months, there have been some significant warehouse fires and 
misappropriation losses.

CONTEXT FOR CURRENT TRENDS

OUR POV
Coverage and rate have begun to 
stabilize due to an influx of new capacity 
and a perceived notion of rate adequacy. 
Incumbent markets are becoming more 
aggressive via expanded appetites and 
new facilities.

Accounts with favorable 
loss history and a focus on 

Risk Management

5%–10%
Accounts with unfavorable loss 

history or those that do not meet 
rate adequacy for underwriters

10%–20%

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 65%+ across the 

board—more for companies with revenues in 
excess of $100M––and for those in these 
industries: manufacturing, healthcare, 
FinTech, and technology

› Ransomware losses are piling up for 
carriers—driving more underwriting scrutiny 
through supplemental applications and calls.

› Capacity is being carefully managed by 
carriers in response to ransomware and 
aggregation events. Most carriers are 
reducing limits at renewal, and it is 
challenging and/or costly replacing 
that capacity.

› Non-breach privacy coverage, such as BIPA, 
is being restricted. Deductibles and waiting 
periods are increasing.

› According to Coveware, in Q2 email phishing continues to be a popular 
method for hackers to gain entry to networks. Software vulnerabilities are 
growing in popularity, especially among more sophisticated hackers.

› The Kaseya ransomware attack in July is considered the largest 
attack on record––hackers demanded $70M, affecting 800 and 1,500 
small- to medium-sized businesses. Kaseya provides IT and security 
management solutions. 

› Federal BIPA cases increased more than two times 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 rapidly rising and 
we’re continuing to see restriction 
of terms. Ransomware losses and 
aggregation events are driving 
carrier actions. 

Companies were impacted by 
Microsoft Exchange Server 

vulnerabilities in March 2021.

30,000

Customers of Solarwinds were 
potentially impacted by hack 

attributed to Russian government–
Solarwinds update: “fewer than 

100 customers impacted.”

18,000

Number of US Data 
Breaches in Q1 & Q2 2021–
–a 38% increase in Q2 2021

Phishing and ransomware 
attacks remain the top two root 
causes for data compromises, 

and supply chain attacks 
continue to increase.  

846

2
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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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