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Like any market, the insurance marketplace has  

always been cyclical and, over the past 18 months, 

the commercial insurance segment has been 

shifting from what the industry calls a “soft market” to a 

“hard market.” Analysts debate whether the current 

period of rising premiums technically qualifies as a 

hard market since certain attributes are missing. Some 

call it a “transitioning” market instead. Risk managers, 

brokers, and underwriters, however, aren’t overly  

concerned about technical definitions—this passes the 

duck test: it looks, feels, and acts like a hard market. 

Some of us have never seen a hard market before, and 

for those of us that have seen one (or two) in the past 

(1984-1987, 2001-2004) so much time has passed. Before 

the coronavirus became the main topic of discussion, the 

insurance industry was focused on the hardening market 

in certain lines of business. In a hard market, there’s less 

desire for growth and more of a restriction in the  

marketplace as insurance companies re-evaluate their 

books of business, their risk appetites, and how much 

capacity they want to present in the marketplace. 

Underwriters become much more conservative, increasing 

rates, reducing the limits they offer and restricting  

coverage terms. The bottom line: It is more challenging 

to secure coverage. Add the recent pandemic to the mix 

and you have an “aggravated” market condition.
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WHAT ARE THE AVERAGE RATE INCREASES?

PROPERTY INSURANCE

Worker’s Compensation

General Liability (GL)

Property Including Builders Risk

Excess Liability / Umbrella

D&O Liability

Employment Practices Liability

5% to 10%

5% to 20%

20% to 40%

20% to 400%

20% to 50%

5% to 15% (except CA: 5% to 25%)

The property market has seen 11 straight quarters of rate increases with Q2 2020 being the highest yet. Not only is 

pricing continuing to increase, expect to see a continuation of less capacity, tighter rates and more markets needed 

to fill out placements. We anticipate that Commercial Property rates will continue to increase between 20% and  

25% year over year, depending on the level of CAT (catastrophe)-exposure, and 30% or more if the account is 

CAT-exposed with losses.

WHY IS THIS ALL HAPPENING? 

Several factors account for the firming market; here are the most prominent:

1. Persistently low interest rates have dampened insurer investment income. 

2. Extreme catastrophic weather and wildfires since 2017 have had a direct impact on pricing,

3. Decline in underwriting profitability and now social inflation are significant contributors as well.

And, with interest rates likely to remain stagnant for several years, the focus has clearly shifted to underwriting 

profitability and return on capital. In a sharp departure from the soft market, carriers have made it very clear 

they are willing to lose market share in pursuit of these objectives.

prompting conditions to harden with sustained escalation in rates. 

The $700,000 auto accident verdict from 2014 is now $2 million. The $15 million judgement is now $50 million. 

Real life examples of this are: $70 million 2019 verdict awarded in the Kroger parking lot robbery and shooting 

and the agreement of MGM Resorts to pay up to $800 million in the Mandalay Bay incident.
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CASUALTY

Although loss frequency has decreased with less activity due to COVID-19, loss severity from social inflation and large 

jury awards has been driving rates up 5% to 20% or more. The inability for insurers to offset losses with investment 

returns further exacerbates the problem. As with other lines of coverage, General Liability carriers are implementing 

communicable disease restrictions or exclusions. The new norm continues to be rate increases, more selective  

deployment of capacity, and reductions in capacity in the Primary and Umbrella/Excess Liability market. Tighter  

underwriting standards coupled with a continued exodus of capacity for certain classes of business and coverage lines 

have accelerated in the past three to four months.

 

We do not see these trends abating in the near future, in fact, we anticipate they will remain throughout 2020 and 

into 2021. Umbrella & Excess liability lines have experienced the most firming over the past few months, and in some 

cases, we are seeing pricing up over 100% with total capacity decreasing at least 25% and the requirement for higher 

underlying attachment points

For commercial real estate accounts: Difficult tenant occupancies, including food, manufacturing, hospitality,  

retail, habitational/multifamily, or those with poor loss records or significant CAT exposures are seeing sharp rate 

increases. The pass-through of increasing reinsurance costs is also driving pricing, especially as it relates to the 

availability and cost of hurricane, earthquake, and flood capacity. In addition, with most property accounts being 

marketed, submission flow has caused renewal timing delays resulting in last-minute quotes and stress on the renewal 

process for buyers. 

Some markets are also trying to exclude strikes, riots and civil commotion, and are implementing communicable  

disease restrictions or exclusions. On middle market and national account business, loss control and pre-inspections 

are becoming part of the underwriting norm in order to quote but they don’t have enough carrier staff to keep up 

with the demand.
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Insurers are reporting that they have seen record numbers of securities claims over the last several years and a related 

record number of payouts under their policies. Insurers point to factors such as a significant number of IPOs in  

recent years that have attracted securities litigation, including in state court. The private company D&O market has  

traditionally been much more competitive than public; however, even the private market has been pushing for rate 

increases at a pace and severity never seen before. For added context, Unicorns (private companies valued at $1 

billion or more) are presenting “unusual” risks and challenges for D&O insurers. They fear their valuations are excessive. 

The Employment Practices Liability Insurance (EPLI) market is firming, with California exposure continuing 

to be the most difficult to underwrite. According to industry experts, retaliation and sexual harassment claims, gig 

worker classification, the gender pay gap and medical marijuana usage are among the top trending employment 

practices litigation cases in 2020. Moreover, the average cost of employment-related claims is rising, along with 

the length of time it takes to resolve a claim. States across the country are passing legislation that provides for 

increased liability, with changes such as limiting the use of nondisclosure agreements, extending the statutes of 

limitations and requiring additional sexual harassment training. 

Additionally, judges and juries seem increasingly sympathetic to plaintiffs. In a recent gender discrimination  

settlement, Los Angeles-based Riot Games agreed to a $10 million settlement agreeable to plaintiffs, but the judge 

and Department of Fair Employment and Housing (DFEH) in California rejected the settlement and argue plaintiff’s 

should be entitled to $400 million in compensation.

EXECUTIVE AND PROFESSIONAL LINES

Although around $15 billion of premiums are collected annually for D&O insurance, the profitability of the sector 

has been challenged in recent years due to a number of factors including increasing competition, growth in the 

number of lawsuits and rising claims frequency and severity. The coronavirus pandemic has added an additional 

layer of uncertainty, especially for those companies within essential industries. Underwriters are deeply concerned 

about the ability of some companies to remain in business and/or litigation related to any actions taken in response 

to the virus. Premiums and deductibles have been increasing, sometimes dramatically, and some insurers are cutting 

back on the number of companies they insure, causing the supply of insurance to lag behind demand.
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OUR RECOMMENDATIONS

NAHAI recommends you provide risk quality information and 

loss mitigation techniques to secure the best outcome. Together 

we can review retention (i.e. deductible) and limit strategies. 

We encourage you to engage your NAHAI team to review all 

exposures you have in your business and decide what exposures  

need to be addressed by an insurance policy or whether  

self-insurance is a viable option. Bear in mind, that risk 

transfer can also be accomplished through non-insurance 

agreements such as contracts. These contracts often include 

indemnification provisions. To mitigate your liability assumed 

through contracts, our risk management team can help develop 

a Contractual Risk Transfer protocol by incorporating indemnity 

provisions (i.e. hold harmless clauses) and contractual  

insurance requirements in agreements with your tenants,  

customers, vendors and other parties. Let us help you manage 

your risk today.

About NAHAI

Nahai Insurance is the “right size” insurance brokerage and risk 

management firm, offering clients the resources of a global 

powerhouse broker but with the flexibility and responsiveness 

of a boutique firm. With the business climate rapidly changing, it 

is nimbleness, flexibility and adaptability that help address our 

clients’ micro needs. Global brokers are unable to change direction, 

apply new strategies and react to industry trends as quickly as 

a boutique firm. Their size gets in their way. Our “right size” is 

something we have used to our advantage for the last 40 years. 

WE’RE HERE TO HELP 

WITH ANY QUESTIONS 

YOU MAY HAVE. 

Nahai has you covered.


