INSIGHTS | FEBRUARY 2020

Global Insurance Prices Continue to Rise

Global commercial insurance prices rose nearly 11% in the fourth quarter of 2019, the
ninth consecutive quarter of price increases (see Figure 1). The fourth quarter rise in
pricing was the largest year-over-year increase in the Marsh Global Insurance Market
Index since its inception in 2012.*

FIGURE  Global Insurance Composite Pricing Change

SOURCE: MARSH GLOBAL ANALYTICS
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*Note: All references to pricing and pricing movements in this report should be considered averages, unless otherwise noted. Also, as data is
refined over time, it is possible that adjustments will be made to figures from prior quarters.
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FIGURE  Global Composite Insurance Pricing Change — By Coverage Line
SOURCE: MARSH GLOBAL ANALYTICS
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The insurance market experienced pricing increases in many e Casualty pricing increased 3%.

geographies and across multiple products. Globally in the

fourth quarter: ¢ Financial and professional liability rose 18%.

¢ All regions demonstrated at least five consecutive quarters of

e Pricing increased in all three major product lines — property, composite pricing increases (see Figure 3)

casualty, and financial and professional liability (see Figure 2).

e Property insurance pricing increased 13%.
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FIGURE  Composite Insurance Pricing Change — By Region
SOURCE: MARSH GLOBALANALYTICS
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Regionally, composite pricing in the fourth quarter increased as follows:

e US 10%. e Latin America and the Caribbean 7%.
o UK 14%. * Asia 6%.
e Continental Europe 7%. ¢ Pacific 21%.
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Overall US Insurance Pricing Firms Across Major Lines

Insurance pricing in the fourth quarter of 2019 in the US increased 10%, year-over-year (see
Figure 4). In addition to the overall pricing changes, the general trend in the quarter was
toward a firming of prices for a majority of coverage lines (see Figure 5).

FIGURE  US Composite Insurance Pricing Change

SOURCE: MARSH GLOBAL ANALYTICS
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Property pricing in the US has increased nine consecutive quarters.  Casualty pricing in the US increased 2% in the fourth quarter.

e Property pricing in the US increased 18% in the fourth quarter, e Much of the overall casualty pricing increase was driven by the
the highest level recorded since the survey began in 2012. excess liability market, where prices increased nearly 10%.
¢ Catastrophe (CAT) aggregates in the London and European e Auto pricing, up 5%, also contributed to the overall increase.

markets have reduced, limiting available capacity.
e Workers’ compensation pricing decreased 4% in the fourth

quarter, and was also down for the full year.
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Financial and professional liability insurance pricing in the US
increased 15%, driven by directors and officers (D&O) pricing.

¢ Pricing in the D&O market was up more than 20%, with a majority
of clients seeing an increase.

¢ Pricing continues to be impacted by increased litigation, with
event-driven lawsuits in areas such as #MeToo, cyber breaches,
social media, and safety .

¢ Insurers continued to tighten terms and reduce capacity.
¢ More clients are increasing retention levels.

e Cyberinsurance pricing increased 3%.

FIGURE S Composite Insurance Pricing Change — By Major Coverage Line
SOURCE: MARSH GLOBAL ANALYTICS
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UK Composite Pricing Rises for Ninth
Consecutive Quarter

Overall insurance pricing in the fourth quarter of 2019 in the UK increased nearly 14% (see
Figures 6 and 7).

FIGURE UK Composite Insurance Pricing Change

SOURCE: MARSH GLOBAL ANALYTICS
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Property pricing increased 8% in the fourth quarter. Casualty pricing overall increased 3%.

e Restriction in capacity continued in the property market, which ¢ Motor liability continued to firm.
influenced both the UK domestic-only segment and

UK multinationals. ¢ Fewer price reductions were available compared to 2018.

« Both lead and follow markets controlled capacity deployment, * Insurers firmed on terms and conditions.

with further examples of portfolio closure.

¢ Smaller and less complex renewals generally received better
results, though with few seeing price reductions.
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Financial and professional liability pricing increased more than
20%, albeit with large variability across products, segments,
and industries.

¢ Commercial D&O and financial institutions with a US or Australian
listing saw the largest pricing increases. Tier one banks,
insurance companies, pharmaceuticals, mining, and life sciences
also experienced notable increases.

FIGURE
SOURCE: MARSH GLOBALANALYTICS
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¢ Many clients experienced pricing increases at or above 100%.

¢ D&O pricing for midsize firms experienced less of an increase
than larger firms.

¢ Some D&O insurers were contemplating an exit from the market.

UK Composite Insurance Pricing Change — By Major Coverage Line
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Latin America Pricing Firms, Aligns with Global Trends

Insurance pricing in the fourth quarter of 2019 in the Latin America and Caribbean (LAC)
region increased more than 7% as local and regional markets align to global trends (see
Figures 8 and 9). The overall average composite pricing in LAC has now increased nine
consecutive quarters.

FIGURE ] atin America Composite Insurance Pricing Change

SOURCE: MARSH GLOBALANALYTICS
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Property pricing in the region increased 9% in the fourth quarter. Casualty prices rose 2% and increased every quarter for
three years.
e Property pricing increased the last two quarters after being flat,
or declining, for the previous six years. ¢ Auto liability pricing increases slowed from prior quarters and

was generally flat in most countries.
¢ Thelargestincreases were observed in Chile; increases were also

reported in Brazil, Colombia, and Mexico. ¢ Pricing for general liability varied by country, but generally fell
within a range of -5% to +5%.
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¢ Theincreases were due largely to capacity reduction, major

Financial and professional liability pricing rose 15% in the quarter,
losses, and litigation trends.

the second consecutive quarter of double-digit increases.

¢ The pricing increase was consistent with broader global trends.

FIGURE | atin America Composite Insurance Pricing Change — By Major Coverage Line

SOURCE: MARSH GLOBAL ANALYTICS

9.4%
5.7%
2 3.1%
£ 0.5% 0.1% 0.3%
g -1.0% -0.6% -0.4%
o 3. 6% B (]
g -42% -4. 2% _5.0% 39%
- s 7% -5.9% '
7.4%
0,
6.6% 6.1%
5.1%
4.3%
33% 33% 3.0% 3.6%
z 0.9% 1.6% l 2.2% I 0.8% 14% 21%
=]
4 ||
o -0.8%
< 2.4%
4 2.9% o7
15.1% 15.3%
7.2%
3.2%
e 2.1% 9 9 2.1%
£ 0.4% 11% 06% 1% 1.5% ° 1.4%
% -0.4% -0.3% -0.4% 16% 11%

Q415 Q116 Q216 Q316 Q416 Q117 Q217 Q317 Q417 Q118 Q218 Q318 Q418 Q119 Q219 Q319 Q419

Marsh < 9



Continental Europe Pricing Increases for Fifth

Consecutive Quarter

Insurance pricing in the fourth quarter of 2019 in Continental Europe (CE) increased 7%,
driven primarily by property insurance (see Figures 10 and 11).

FIGURE  Continental Europe Composite Insurance Pricing Change

SOURCE: MARSH GLOBAL ANALYTICS
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Property insurance pricing in CE rose 10%, the fifth consecutive
quarterly increase.

e Property pricing showed a steady rate of increase
throughout 2019, after a multi-year period of flat or declining
pricing movement.

¢ Pricing for CAT and non-CAT risks increased in most countries,
generally in the range of 5% to 10%.
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Casualty insurance pricing increased 3% in the fourth quarter, just
the fourth quarterly increase observed in the last six years.

¢ Overall casualty pricing has increased for two consecutive
quarters, after several years of continuous, but minor, decreases.

¢ Both general liability and workers’ compensation were
either stable or exhibited low-single digit increases in nearly
every country.



Financial and professional liability insurance pricing increased

5%, the fifth consecutive quarter of increases.

¢ Increases were driven by D&O — with pricing in most large

countries up 5% to 10%.

e Consistent increases were observed on financial institution

accounts, sometimes at 10% or higher.

SOURCE: Q12019 GLOBALINSURANCE MARKET INDEX
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Pacific Upward Pricing Trend Continues

Overall insurance pricing in the fourth quarter of 2019 in the Pacific region increased 20%,
continuing an upward trend that began in 2015 (see Figures 12 and 13).

FIGURE  Pacific Composite Insurance Pricing Change

SOURCE: MARSH GLOBAL ANALYTICS
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Property insurance pricing increased 18% in the fourth quarter, the e Similar to prior quarters, increases were observed across many

eighth consecutive quarter of year-over-year double-digit increases. industries, (including real estate, mining, and downstream
energy), as a result of reduced capacity and appetite from
¢ Double-digit increases were reported for CAT and non-CAT risks, major insurers.

in both Australia and New Zealand. Pricing was up 10% to 20% for
many clients; in some cases even higher.
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Casualty pricing rose 6%, a trend of mid-single digit increases that
has continued for three years.

e Competition in the casualty market increased, but pricing
continued to rise at a fairly consistent rate.

¢ Pricing for all sub-products for both Australia and New Zealand
was either stable or increased in the low-to-high single digits.

Financial and professional liability pricing again rose more
than 25% in the quarter, marking 10 straight quarters of double-
digitincreases.

¢ Thelargestincreases are being experienced on side C exposed
listed company D&O, where increases of 100% or more have
become common. Financial services professional indemnity (PI)
has experienced increases of a similar magnitude.

FIGURE
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SOURCE: MARSH GLOBALANALYTICS
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¢ In the D&O market, the driver for price change continues to be

securities class action claims.

arising from the Royal Commission into Misconduct in the
Banking, Superannuation and Financial Services Industry.

Financial services Pl pricing continues to be impacted by claims

¢ The claims environment has led to a number of major insurers in
the local market retreating, with others taking firmer positions on

price, capacity, and retentions.

¢ Alarge volume of Australian business continues to be placed into

the London market.

Pacific Composite Insurance Pricing Change — By Major Coverage Line

17.8% 17.8% 18.0%

14.5% 14.5%
12.5% 12.5% 12.5%
9.5%
0
64% 570 57% 57% 57% 57% 57% 59% 59%
32.5%
27.5% 27.5%
23.3% 23.3% 25.8% 25:8% 27 )
15.8% 15.0%

Q417 Q118 Q218 Q318 Q418 Q119 Q219 Q319 Q419

Marsh « 13



Asia Composite Pricing Shows Highest Increase in

Five Years

Insurance pricing in the fourth quarter of 2019 in Asia increased 6% year-over-year, the
largest composite increase in the region in five years (see Figures 14 and 15).
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Property insurance pricing rose 7%, with international carriers
seeking increases across the region.

¢ Double-digit increases were seen in both CAT and non-CAT
exposed risks in Hong Kong, Singapore, and the Philippines.

e Theimpact from 2018 CAT losses in the region are still
being felt. Certain Lloyd’s syndicates have withdrawn from lines
of business.

14 « Global Insurance Market Index Q4 2019

Casualty pricing was flat in the fourth quarter.

¢ For aseventh consecutive quarter, casualty pricing was generally
flat, following several years of moderate decreases.

e Minor increases in auto/motor liability were reported in most
Asian countries.

e Auto/motor increases were balanced by decreases in general
liability, observed across the region, with pricing down as much
as 10% in some countries.



Financial and professional liability pricing increased 5%.

¢ Asia D&O risks with US listings, particularly for China-based risks,

generally experienced increases.

¢ There was reduced appetite from insurers to compete on
financial institutions, especially on risks with any claims or

notification activity.

¢ Overall capacity in Asia remains adequate for a majority
of risks.

FIGURE  Asia Composite Insurance Pricing Change — By Major Coverage Line
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For further information, please contact your local Marsh office or visit our website at marsh.com.

ASIA AND PACIFIC

JOHN DONNELLY
Placement Leader

+61(2) 88647736
john.donnelly@marsh.com

CONTINENTAL EUROPE,
MIDDLE EAST AND AFRICA
NICK HOLMES

Placement Leader

+44 (0)7711 083261
nick.j.holmes@marsh.com

LATIN AMERICA
PAULA LOPES
Placement Leader
+55(11) 35327286
paula.lopes@marsh.com

UK AND IRELAND
ANDREW CHESTER
Placement Leader

+44(0)20 7357 3774
andrew.chester@marsh.com

Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman.

US AND CANADA
CHRISTOPHER LANG
Placement Leader

+1(212) 345 1204
christopher.j.lang@marsh.com

BOWRING MARSH

TOM DAVIES

Global Wholesale Placement Leader
+44(0)20 7357 1030
tom.davies@marsh.com

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding any individual situation and should

not be relied upon as such. The information contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation to update
the Marsh Analysis and shall have no liability to you or any other party arising out of this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters
are based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for which you should consult your own professional
advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, or factors
are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers or reinsurers.
Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or terms of
coverage are the ultimate responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position.
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