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Each year, policyholders approach their insurance brokers with a common question: Are my premiums 

going to go up? This may seem like a simple inquiry, but many factors play into the rise and fall of 

insurance rates—factors that can differ dramatically year over year. 

2017 Market Trends of Note for the New Year 

As predicted, 2017 was mostly a buyer’s market for property and casualty insurance. In fact, a majority 

of policyholders enjoyed rate decreases on a variety of lines. Both market capacity and competition for 

new businesses remained strong, thus keeping prices down overall. Furthermore, insurance industry 

surpluses reached an all-time high of over $700 billion in mid-2017. 

However, while pricing predictions remained accurate throughout last year, a string of natural disasters 

and high-profile cyber security events had a sweeping impact on the market. These unpredictable, large-

scale losses will continue to have a broad influence on insurance pricing for 2018.  

For instance, property rates will likely increase in many markets. This is especially true for businesses 

located in areas susceptible to natural disasters. Between hurricanes Harvey, Irma and Maria, the 

estimated total losses for commercial lines ranged from $85 billion to $100 billion. Those figures—

combined with losses from other natural disasters like wildfires, hailstorms and tornadoes—created a 

situation where losses and expenses are outpacing overall premium growth for many insurers. 

To further complicate things, a dangerous cyber landscape remains in the forefront of underwriters’ 

minds. The Equifax breach alone is expected to cost international insurance markets as much as $150 

million. This and other expensive breaches will likely lead to pricier cyber insurance terms in 2018. 

Organizations must protect against high-profile data breaches and impostor fraud if they are to reduce 

their risks, especially as a broad-level focus on cyber, crime and reputational risk loss mitigation is 

imminent. 

Experts believe that the market will stabilize quickly; however, profit margins for many carriers will likely 

be thin going into 2018. 

Where is the Market Headed in 2018?  

It’s difficult to predict how much of an effect the major losses of 2017 will have on the market in 2018. 

While many forces influence insurance, catastrophic losses and major cyber security events are some of 

the most tangible, easy-to-measure indicators of where the market is headed. 

This year, underwriters face pressure to fund 2017 losses, which could lead to the end of what was a 

sustained soft market for commercial property insurance. Overall, organizations should brace for rate 

increases and a hardening renewal market spurred on by devastating events.



 

   
 

 

 

 

 

 

 

 

In the property market alone, insured losses from catastrophic events are expected to exceed $100 

billion. While there is still a degree of uncertainty, property rates are forecast to rise anywhere from 5 to 

25 percent. Casualty rates are predicted to be flat or increase by small amounts as pressure from 

catastrophe losses spills over into other lines. Auto rates for businesses will also see single-digit 

increases.  

 

 

 

In addition, most cyber insurance buyers will face modest increases of up to 5 percent at renewal. While 

we will likely see more rate increases than in years past, underwriters generally offer premium 

decreases to organizations that demonstrate increased levels of security and internal policy controls.  

Initial estimates for total industry losses range anywhere from $50 billion to $200 billion, which is a 

serious blow any way you cut it. While specific figures are unknown, additional capacity will likely be 

deployed into both property and casualty lines to offset rate increases. 

Overall, catastrophic events, alongside additional factors, could lead to higher renewal rates in 2018. 

This represents a major shift in the insurance industry—an industry that hasn’t faced challenges and 

losses of this magnitude in quite some time.  

The latest market predictions aren’t all bad, however. The following are three positive trends that will 

likely impact the industry in 2018: 

1. Data-driven underwriting—More than ever before, underwriters have access to cleaner data, 

allowing them to make extremely accurate loss trend predictions. Companies that take the time 

to mitigate their exposures and create an in-depth risk profile will likely enjoy better rates. Just 

be sure to catalog your organization’s differentiators to stand apart from the pack. 

2. Carrier innovation—From an insurer’s perspective, there are a number of opportunities to fight 

against compounding losses. Product innovation, diversification and targeted channel strategies 

will be critical for insurers looking to innovate and have a successful 2018. These innovations 

could lead to streamlined business practices for insurers and future cost savings that could 

trickle down to policyholders themselves.



 

   
 

3. Lower rates for certain lines of coverage—Despite a hardening market for certain lines of 

coverage, mainly property, there will be continued low rates for some lines of coverage. In 

addition, experts believe that, because global growth prospects remained strong throughout 

2017, a recession is unlikely and the risk of inflation is low.  

While these general insights provide a valuable understanding of this year’s insurance market, outside 

circumstances affect lines of coverage differently. The truth is no two businesses are alike, and many 

considerations are taken into account when pricing insurance policies. When it comes to insurance, the 

best advice is often to hope for the best and prepare for the worst. 

However, it is possible to make a number of predictions based on the current state of the insurance 

market. This outlook is designed to provide organizations and insurance brokers with a general overview 

of the trends and forces that have a direct impact on 2018 premiums per line of coverage. 

Remember, Stirling Insurance Partners, LLC is here to help your organization find the appropriate 

insurance coverage. Contact one of our dedicated insurance professionals today to discuss your options. 



 

   
 

Industry experts annually examine what outside influences and trends have the greatest impact on the 

market. This information is important, as it outlines key risks for both insurers and organizations to 

watch as the year progresses. 

In 2017, catastrophic events, new technologies and cyber security were notable forces. While some of 

these trends spill over into 2018, there are a number of new market developments insurers are 

monitoring, including the following: 

• Protectionism—Protectionism, the idea of shielding a country’s domestic industries from 

foreign competition by taxing imports, could be on the rise in 2018. In the United States alone, 

policies have become discriminatory toward G-20 countries, creating the potential for trade 

issues. The United States has already canceled its participation in the Trans-Pacific Partnership 

and has threatened to increase tariffs on imports from China and Canada. In addition, the future 

of the North American Free Trade Agreement is up in the air, creating a lack of confidence and a 

climate of ambiguity. It should be noted that protectionism isn’t increasing on a global scale. 

• Disruptions from quantitative easing (QE) tapering—In response to the global financial crisis of 

the mid-2000s, the practice of QE was established. QE is a monetary policy where central banks 

purchase government or similar securities from the market to lower interest rates and increase 

the money supply. Since the financial crisis, central banks have bought large amounts of 

government bonds, greatly expanding the size of their balance sheets. In 2018, banks are 

expected to lower their balance sheets by reducing purchases of maturing assets in what’s 

called QE tapering. The concern is that this will lead to market disruptions and a less prosperous 

market if reductions are not done gradually. 

• A growing cyber insurance market—The ever-present threat of costly data breaches has led to 

a rapidly expanding cyber insurance market. With each widespread cyber incident (Equifax, 

Meltdown, WannaCry, etc.), the demand for tailored insurance solutions becomes more 

apparent. Net premiums for this type of coverage are expected to rise, potentially reaching $14 

billion globally by 2022.  

• Rising motor insurance claims—Underwriting results for personal and commercial segments of 

U.S. motor insurance have deteriorated year over year, which may lead to increased rates in 

2018. The higher number of claims is largely due to more frequent and severe motor vehicle 

accidents caused by speeding, intoxication and distracted driving. For the commercial trucking 

industry, a lack of experienced drivers, coupled with longer drives, has created accident-heavy 

conditions. 

• Natural disasters—Natural disasters will once again be a significant force in the insurance 

market. The following events are some of the major catastrophes expected to impact businesses 

and insurers alike in 2018: 

o The 2017 hurricanes had a vast impact on multiple classes of businesses, and a full 

assessment of losses has not yet concluded. Businesses will have to continue to plan for 



 

   
 

o these large-scale natural disasters, obtain proper coverage and put business continuity 

plans in place.  

o Floods will continue to be one of the most widespread and frequent hazards for 

organizations in 2018. Urbanization and population booms mean that more people are 

moving to flood-prone areas, increasing the financial impact of major floods. Despite 

these factors, flood exposures will likely remain uninsured across major insurance 

markets on a global scale, creating a serious protection gap. Insurers will have to work 

with government bodies in order to provide protection for residents and businesses. 

 

 

 

 

 

The above trends are just a few of the factors anticipated to influence the 2018 insurance market. While 

things like natural disasters, increasing cyber events and unpredictable increases in claims are volatile 

and largely out of the hands of underwriters, companies are not powerless.  

Organizations are encouraged to keep the above issues in mind when building a comprehensive risk 

management plan alongside a qualified insurance broker. Remember, implementing policies and 

preventive measures can go a long way toward managing your organization’s overall risk. 



 

   
 

Generally speaking, insurance premiums are dictated by the amount of risk an insurer accepts on behalf 

of a client. Insurers consider the likelihood of a client or a group of clients making a claim, and how 

much those claims will likely cost.  

While many of the factors that contribute to the overall cost of insurance can be influenced by the 

policyholder (e.g., proper risk management, selection of proper policy limits, deductibles and claims 

history), there are many external factors that drive insurance costs up and down.  

The following external factors influence insurance premiums: 

The cost of reinsurance—Reinsurance is insurance for insurance companies. 

Insurers buy reinsurance for risk they cannot or do not wish to retain fully. 

Premium rates for insurance buyers are stabilized by reinsurance. The 

supply of reinsurance capital is at an all-time high. However, unlike previous 

years, 2018 may be shaping up as the year when many buyers of 

reinsurance see rate increases for the first time in a number of years. This 

could lead to increased costs for policyholders. 

Investment income—Another factor that can influence the pricing of 

insurance policies is the return on investment that insurance companies 

receive. Insurers invest mainly in domestic government and corporate 

bonds, and in preferred and common stocks. Over the past few years, 

insurers have reported significant investment returns.  

Underwriting profitability—Insurers measure their underwriting profits 

with their combined ratios. Combined ratios are calculated by dividing the 

sum of incurred losses and operating expenses by premiums. If an insurer 

has a combined ratio of less than 100 percent, it is making a profit. A 

combined ratio of more than 100 percent reflects a loss. Industry experts 

expect a number of insurers to post an underwriting loss for 2017, but 

remain profitable due to solid investment returns.  

Inflation—Insurers will often adjust premiums to keep pace with inflation. 

For 2018, the inflation rate across North America is expected to remain 

steady, but slightly exceed the 2017 rate. 



 

   
 

Below is a high-level overview of 2018 market trends per line of coverage. For more information on 

individual topics, please see the dedicated sections of each line of coverage. 

 

LINE OF COVERAGE FORECAST TRENDS 

Property 

• Noncatastrophic: Flat to +5% 

• Catastrophic: +10 to +20% 

• Catastrophic with losses: +20 to +25% 

General liability • Overall: Flat to +5% 

Workers’ compensation 

• Clients with positive loss experience: -5% to 
flat 

• Clients with deteriorating loss experience 
and loss-sensitive programs: Flat to +5% 

• Clients with guaranteed cost: -10 to +10% 

Cyber • Overall: Flat to +5% 

Directors and officers 

• Overall: -5% to flat 

• Private companies: -5% to flat 

• Public/nonprofit companies: -5 to +5% 

Professional liability • Overall: Flat to +10% 

Employment practices liability • Overall: Flat to +5% 

Fidelity and crime 

• Overall: Flat 

• Businesses adding coverage for social 
engineering: Small increases 

 



 

   
 

For close to half a decade (2012 through 2016), the 

commercial property insurance market was mostly 

profitable for insurance companies. During this time, a 

soft market dominated property lines and insurers were 

able to offer clients reduced property rates and 

favorable policy terms and conditions.  

However, the 2017 hurricane season has injected a 

measure of uncertainty into the property market for 

2018. Losses from hurricanes Harvey, Irma and Maria 

are estimated to be between $85 billion and $100 

billion. What’s more, a series of large-scale losses 

related to tornadoes and hailstorms during the first half 

of 2017 added pressure to the commercial property 

market. Some insurance carriers were at, or close to, 

100 percent loss ratios by the end of 2017. 

There is still speculation as to whether the events of 

2017 will affect rates regionally or industrywide. In 

general, some market correction is expected in the 

property market in 2018. It is likely that some insurance 

companies will attempt to protect their profitability by 

seeking rate increases or term changes.   

Businesses with large catastrophic exposures, 

particularly those in hurricane-prone regions, will 

almost certainly face a difficult renewal season with 

potentially higher rates, less favorable terms and, in 

some cases, less available market capacity.    

With that being said, strong competition among 

insurers for accounts that demonstrate quality risk 

management programs and a good loss record is 

expected to remain for 2018. Therefore, businesses that 

take a proactive approach to risk management and 

work with their insurance broker may achieve more 

favorable renewal outcomes than other businesses.  

• Noncatastrophic: Flat to 

+5% 

• Catastrophic: +10 to 

+20% 

• Catastrophic with 

losses: +20 to +25% 
 



 

   
 

Throughout 2017, we saw continued competition for 

premium dollars among insurance companies in the 

casualty market. This, coupled with increasing amounts 

of new capital in the market, created a stable pricing 

environment for many insurance buyers. 

However, the losses from natural disasters during the 

second half of 2017, liberal class-action certifications 

and massive liability awards are all weighing on the 

insurance industry going into 2018.  

Going forward, a concentrated underwriting discipline 

should continue, and the best terms will be given to 

existing and long-standing clients. Carriers will continue 

to offer multiyear deals, which could prove to be the 

best option for clients looking for discounted rates. 

By and large, we do not see a hardening market for the 

casualty market in 2018. Instead, most insurance buyers 

can expect flat rates with possible single-digit 

percentage increases on premiums.  

The market for automobile liability is expected to be 

less stable when it comes to pricing. Businesses with 

large fleet exposures may see more sizable premium 

increases than other businesses. Moreover, clients with 

poor loss experience should expect larger retentions 

and potential rate increases of 10 percent or more.  

Businesses seeking the best pricing should work with 

their insurance broker to implement risk management 

and safety initiatives and claims mitigation measures. 

 

 

 

 

• Overall: Flat to +5% 



 

   
 

Overall, 2017 was a soft market for workers’ 

compensation insurance, where many buyers saw 

reduced premium costs. This was particularly true for 

loss-sensitive programs.  

For 2018, a desire among insurers to grow their market 

share should lead to desirable pricing for most buyers of 

workers’ compensation insurance.  

It should be noted that underwriters will likely exercise 

increased discipline in the coming years. Underwriters 

are continuing to carefully review a business’s loss 

history and risk mitigation programs while writing and 

renewing policies. The market capacity should remain 

for businesses with good risk profiles and positive loss 

experience, and competition among carriers should lead 

to flat renewals. However, businesses looking for 

guaranteed cost or low deductible policies may have to 

pay more to secure coverage. 

Trends to Watch 

• Medical care costs—According the Bureau of 

Labor Statistics, medical care costs rose by 3.2 

percent during the first half of 2017. This rise 

outpaced inflation for the same period. While 

workers’ compensation premiums are largely 

unaffected by this rise in costs, if this trend 

continues, insurance companies will have to re-

examine their pricing models.   

• The opioid epidemic—Workers’ compensation 

has been affected by the opioid epidemic, as 40 

percent of all drug spending under workers’ 

compensation is on opioids. Each year, more 

and more workers’ compensation stakeholders, 

including state governments and insurers, are 

stepping up to address the issues and impacts 

of opioid usage by injured workers. To date, a 

number of states have introduced legislation 

aimed at curtailing opioid misuse and addiction 

in workers’ compensation claims.  

• Clients with positive loss 

experience: -5% to flat 

• Clients with deteriorating 

loss experience and loss-

sensitive programs: Flat to 

+5% 

• Clients with guaranteed cost: 

-10 to +10% 



 

   
 

While cyber attacks continued to grow in 2017, many 

insurance carriers are eager to capitalize on the 

mounting cyber market and continue to offer 

competitive prices to businesses. Additionally, many 

carriers have begun to promote broader policies to 

offer additional coverage and attract customers.  

As cyber insurance has continued to evolve, many 

policies are starting to interact with other lines of 

coverage or include explicit grants of coverage for 

exposures like ransomware and social engineering 

schemes. Employers must work diligently to mitigate 

their risks in order to achieve any significant savings. 

Risk Management and Workplace Controls 

Moving forward, underwriters will increasingly rely on 

analytics in order to identify cyber risk exposures based 

on a business’s industry, size and reliance on customer 

data. One of the largest exposures that was revealed 

during 2017 was third-party vendors and service 

providers, which are often targeted as a way to bypass 

traditional security procedures. During 2018, 

underwriters will examine vendor access management 

procedures, cyber attack response plans and software 

update practices when determining premiums. 

Regulation and Compliance 

Over the past few years, large-scale cyber events, such 

as the WannaCry ransomware attack and Equifax data 

breach, have led legislators to introduce regulations 

that outline the data management responsibilities of 

many businesses. As a result, many large corporations 

and businesses in frequently targeted industries may 

see premium increases as they cope with additional 

compliance requirements. 

Additionally, the European Union’s (EU) General Data 

Protection Regulation comes into effect May 25, 2018, 

and gives EU citizens more control over their personal 

information. Underwriters will be especially cautious 

when examining businesses that store the personal 

information of EU citizens—no matter where the 

business is located.  

• Overall: Flat to +5% 



 

   
 

The market for directors and officers (D&O) liability 

insurance has remained competitive, and buyers with 

favorable risk profiles and clean loss histories can 

expect to see stable premium rates in 2018. However, 

there are a few important topics to consider in 2018:  

• Soft market resistance—As insurance carriers 

see lower profits during the extended soft 

market, a number of underwriters have started 

to approach D&O coverage more carefully. 

However, competition in the overall market 

should continue to keep premium rates stable 

and, in some cases, drive premiums down.  

• Extended coverage options—Competition in 

the D&O market has pushed some carriers to 

offer broad coverage terms and value-added 

services. Buyers with strong risk profiles may 

be able to take advantage of these offerings. 

• Industry-specific considerations—Businesses in 

high-risk industries such as health care, retail 

and technology will experience more 

challenging underwriting processes and 

potentially even rate increases. 

• Record claim activity—The number of class-

action filings rose greatly in 2017, and, as a 

result, carriers may begin to closely examine 

compliance programs during the underwriting 

process. Although most filings were related to 

mergers and acquisitions litigation, the number 

of securities class-action lawsuits also 

increased. Additionally, private companies 

continued to experience claims related to the 

Fair Labor Standards Act and bankruptcy filings.  

• Cyber risk exposures—The increasing number 

of high-profile cyber attacks has affected 

boardrooms across the country. Directors and 

officers will need to consider their compliance 

obligations carefully, especially as the U.S. 

Securities and Exchange Commission prioritizes 

cyber security enforcement. 

• Overall: -5% to flat 

• Private companies: -5% 

to flat 

• Public/nonprofit 

companies: -5 to +5% 



 

   
 

As high-profile data breaches continue to make 

headlines and result in large claims, many insurance 

carriers have started to raise rates for errors and 

omissions (E&O) insurance or include additional 

requirements in policies. This is especially true for 

businesses that store or manage a large amount of their 

clients’ personally identifiable information, as a data 

breach could lead to considerable damage that’s spread 

across multiple consumers, businesses and insurance 

policies. 

In the past, large data breaches have mainly impacted 

the E&O coverage of large technology companies. 

However, in 2018, the additional exposures caused by 

third-party data management and expanding global 

privacy laws will likely lead to small premium increases 

for businesses of all sizes. Additionally, some carriers 

may require businesses to take on higher insurance 

limits or include more specific contractual risk transfer 

provisions in vendor contracts in order to offset some 

financial risk. 

Although E&O premiums are likely to increase in 2018, 

underwriters may offer rate reductions for businesses 

that don’t manage a large amount of consumer data 

and have no claims history. Additionally, premiums 

should slowly decrease in the absence of a large-scale 

data breach or high-profile privacy litigation. 

• Overall: Flat to +10% 

 



 

   
 

The employment practices liability insurance (EPLI) 

market remained stable and competitive in 2017, but a 

number of emerging trends may complicate matters in 

2018. Additionally, because the costs of litigation and 

damage awards continue to climb, and disputes often 

cause serious reputational harm, employers will have to 

manage their risks and obtain adequate coverage.  

EPLI rates should remain stable or increase slightly for 

most businesses, expect when loss, mergers or other 

changes in exposures occur. Rates can vary by location, 

however, as some states have more employment 

requirements that add to overall risk exposures. 

One of the biggest trends from 2017 was wage and 

hours claims, as the U.S. Department of Labor proposed 

a rule to increase the annual salary threshold for 

overtime or minimum wage exemption. While the 

proposal was invalidated, many states are considering 

legislation to change how wages are determined. 

Additionally, the increasing number of wage claims 

made against employers has caused some carriers to 

offer blended policies that include normal EPLI coverage 

as well as wage and hour coverage. Here are some 

other EPLI topics to consider in 2018: 

• Harassment—A number of high-profile 

harassment cases at the end of 2017 have 

caused both employers and employees to focus 

on workplace harassment. As a result of these 

cases, social movements such as the “Me Too” 

movement have begun as a way to draw 

attention to harassment. Employers should take 

care to immediately investigate any reports of 

assault and establish HR best practices to 

protect employees and reduce EPLI premiums. 

• Pay discrimination—The Equal Employment 

Opportunity Commission will monitor 

businesses for instances of pay discrimination. 

Employers should eliminate barriers in 

recruitment and hiring, protect vulnerable 

employees and ensure equal pay protection. 

• Overall: Flat to +5% 



 

   
 

For 2018, renewals for crime insurance are expected to 

be relatively flat. Any changes in premiums will likely be 

based on an organization’s loss history or changes in 

ratable risk factors such as revenue and employee 

count. The market for crime insurance is expected to 

remain competitive for policyholders with good claims 

histories as well as strong external and internal controls, 

financial controls and procedures to thwart fraud 

attempts.  

Employee theft and employee dishonesty remain the 

most common forms of claims under crime insurance. 

Insurers cite numerous economic factors, including 

continued structural unemployment, as the primary 

drivers of crime losses over the past decade. These 

factors are expected to remain in place for the duration 

of 2018.  

Coverage terms for traditional crime exposures, 

including employee theft, burglary, robbery, forgery and 

alteration of checks, remain quite broad. Moreover, 

competition among carriers continues to promote 

stable rates. 

Social engineering—the impersonation of an employee, 

client or vendor with instructions to transfer funds—

remains a trend that the insurance industry is watching 

closely. In fact, imposter fraud is now the second most 

common form of crime loss for commercial entities, 

second only to employee theft. Increasingly, insurers 

are willing to offer higher limits of coverage for social 

engineering as long as the business can demonstrate 

sufficient internal controls are in place.  

What’s more, insurance carriers are simplifying the 

process of obtaining coverage for fidelity and crime, and 

have even eliminated some of the original underwriting 

criteria. 

 

 

• Overall: Flat 

• Businesses adding 

coverage for social 

engineering: Small 

increases 



 

   
 

It can sometimes seem as if the forces determining your insurance rates are beyond your control. But, as 

an insurance buyer, it’s important to know how your premiums are calculated, what trends influence 

the market and what you can do to get the best price. 

Your claims history—which you can control—has an enormous impact on whether your rates go up or 

down. That’s where implementing a solid risk management plan will help steer your pricing in a more 

favorable direction, both now and in future renewal periods. 

The following are five key components of a successful risk management strategy: 

Pinpoint your exposures and cost drivers. 

Identify the best loss control solutions to address your unique risks. 

Create a solid business continuity plan to account for disasters and other 

unpredictable risks. 

Build a company culture focused on safety.  

Manage claims efficiently to keep costs down. 

In addition to implementing the above risk management strategies, working alongside an experienced 

insurance broker is equally crucial. Qualified brokers can help their clients analyze their business, 

understand their exposures and establish a suite of customized insurance policies that act as a last line 

of defense against claims.  

Moreover, insurance brokers understand the market inside and out and can negotiate competitive 

premiums on a company’s behalf. A broker will also thoroughly explain your policies, notifying you of 

any additional considerations to keep in mind.  

Remember, the insurance landscape is complex, and while the predictions found in this outlook are 

based on expert research, they are provisional and subject to change. Fortunately, your partners at 

Stirling Insurance Partners, LLC are diligently monitoring the market throughout the year and will keep 

you informed of any changes that might affect your business. 



 

This Market Outlook is merely a guideline. It is not meant to be exhaustive nor be construed as legal advice. Consult 
your licensed insurance professional or legal counsel for appropriate advice. 

  
 

For more details regarding the information contained in this report, contact Stirling Insurance 

Partners, LLC today. 

In addition to helping you navigate the insurance market, Stirling Insurance Partners, LLC has resources 

to assist in your risk management efforts. Business owners who proactively address risk, control losses 

and manage exposures will be adequately prepared for changes in the market and will get the most out 

of each insurance dollar spent. 
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