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INTRODUCTION

S

pring is here and life is
beginning to return to
something more normal
than we have experienced
for the last couple of years.
The start of each new
year is often a period of reflection and
goal setting for me and this year was
no different. However, my children all
have significant birthdays – turning
21, 18 and 16 – and during January and
February I found myself considering
what the world of work will be like
for them all in the years to come –
will there be offices and will they
have a traditional commute?
How will data and artificial
intelligence influence the roles
that they can do and how will they
develop and grow in a community
where so much of today’s world is
online and digital?
Our sector is no different, we are all
navigating a hybrid working pattern
in some form and I have definitely felt
the benefit of saving the time I would
normally take commuting. However,
for our younger generations, this
is part of the thrill of work, feeling
empowered by being in an office,
dressing for the experience and
learning by that constant awareness
of what is happening around them.
And for those of us with slightly
more experience, we may still change
companies; move product lines;
change teams; or get promoted
and therefore learning will still be
required. While our networks may
be stronger to ask for help, we will
need to ensure that everyone has an
opportunity to learn and develop.

GROWING OPPORTUNITIES
We will no doubt continue this mix of
office and home working, so we need
to plan how we will create a positive
environment for development
and growth, both personally and
professionally. That’s one of the
reasons why I joined the Society of
Underwriting Professionals. I want to
help shape what is delivered in this
new world of work as well as focus
on developing technical pathways, so

SPRING
FORWARD
Mandy Hunt looks at the opportunities
and challenges which new ways of
working will bring in 2022

our underwriters have clear paths
for technical capability.
As leaders, it is vital that we set
clear goals for our teams which
mean that capability metrics are as
important as the financial targets
that keep a business focussed. The
pace of change in the world requires
underwriters to keep abreast of
developments relevant to their
expertise, with an eye on things
such as the impact of legal decisions,
reinsurance impacts or the current
inflationary pressures. The continuing
professional development required
by the Chartered Insurance Institute
and Financial Conduct Authority is
a great step forward in bringing this
to the front of mind and we must
make space for our underwriters to
have the time that their capability
development requires.

The consequence of setting great
goals – and of hybrid working – is
that businesses will need to think
carefully about how they develop
capability. In my business we are
using podcasts as a way of talking
about technical topics with experts,
which means that people can
learn in different ways, without
needing to be in an office for a
“training session”.
I’d love to hear your views and
what you are using to respond to
the new world of work and
capability development. Get in
touch on LinkedIn or via
mandy.hunt@uk.rsagroup.com.
Visit www.socup.org.uk for up-todate information about the Society. ●
Mandy Hunt is chair of the Society of
Underwriting Professionals
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A new survey
reveals the impact
on insurers as FCA
price walking rules
put an end to new
customer discounts.
Liz Booth reports

AT RISK OF LOSING

M

ore than
three-quarters
of businesses
(77%) are
concerned
that they will
lose customers
following the implementation of
the Financial Conduct Authority’s
(FCA) pricing review, which was
put into place on 1 January 2022,
according to new research.
Last year, the FCA announced new
measures, aimed at addressing issues
identified in the FCA’s September
2020 market study. That study had
found that millions of home and
motor insurance customers lose out

if they renew repeatedly with their
current providers. In 2018, six million
loyal policy holders would have saved
£1.2bn had they paid the average price
for their actual risk.
Many firms increase prices for
existing customers each year at
renewal – this is known as price
walking. This means that consumers
have to shop around and switch every
year to avoid paying higher prices for
being loyal.
It also distorts the way the market
works for everyone, claimed the FCA.
It stated: “Many firms offer belowcost prices to attract new customers.
They also use sophisticated processes
to target the best deals at customers

who they think will not switch in the
future and will therefore pay more.
“The FCA’s new rules stop firms
price walking. Insurers will be
required to offer renewing customers
a price that is no higher than they
would pay as a new customer. It is
likely that firms will no longer offer
unsustainably low-priced deals to
some customers.”
The FCA estimates that these
measures will save consumers £4.2bn
in a 10-year period, by removing
the loyalty penalty and making the
market work better.
In addition, the FCA is also bringing
in new rules to:
● give most consumers easier
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CUSTOMERS
methods of cancelling the
automatic renewal of their policy;
● require insurance firms to do more
to consider how they offer fair value
to their customers; and
● require home and motor insurance
firms to report data to the FCA so
that it can supervise the market
more effectively.
Sheldon Mills, executive director,
consumers and competition at the
FCA, stressed: “We will be watching
closely to see how the market
develops in the future and to ensure
firms continue to deliver fairer value
to consumers.”
The FCA has said it will also review
the effects of the remedies through

2022, ahead of a full evaluation in
early 2024.
In its survey, digital platform
Trustly said the updated review –
which forces insurers to improve
competition and protect customers
from loyalty penalties – has seen more
than 76% of businesses change how
they calculate their quotes for home
and motor insurance, despite 64%
feeling concerned that this will cause
them to lose their competitive edge
when looking for new customers.
In fact, prior to the FCA’s new rules,
more than two thirds of insurance
companies confirm that they offered
competitive quotes with the view of
drawing in new customers.

However, now required to offer
renewing customers a price that is no
higher than they would pay as a new
customer, insurers are looking for new
ways to draw customers in. Some 32%
plan to offer new methods of payment to
meet changing consumer demands, while
29% plan to offer instant refunds at the
beginning of a contract for claims. Others
are focusing elsewhere: a third (30%)
intend to offer vouchers to other services
such as Amazon, while 29% plan to offer
dedicated contacts for each customer.
While the FCA estimates that these
measures will save consumers £4.2bn
in the next 10 years by removing loyalty
penalty and making the market work
better for them, some might see their
premiums increase, with nearly three
quarters (74%) of respondents planning
to increase premiums to both current and
prospective customers so that everyone is
on the same policy figure.
Plus, nearly one quarter (24%) plan to
increase these by 61%-70%. This would
add between £260 and £300 to the
average UK comprehensive car insurance
which was £429 in Q3 2021 according to
the Association of British Insurers.
In light of the new requirements, the
vast majority (93%) of respondents now
plan to offer the same benefits to current
customers as they do to new customers.
Though, less than half (27%) will only offer
them if the customer calls to ask for them.  
Stuart Barclay, head of growth,
financial services at Trustly, said: “With
reduced opportunities for cut-price offers
for new customers, we are going to see
consumers focus more on the value and
service they receive from their insurer.
“Customers care more than ever before
about how quick and easy the claims pay
out process is – 79% agree that the speed
of a claim payment
affects their selection
of insurer. Insurers
need to focus on
how they digitise
and speed up this
process, all while
providing internal
cost benefits.” ●
Liz Booth is
contributing editor
at the CII
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WHAT’S NEXT:
WILL REINSURANCE
PRICES HOLD?
Liz Booth reports on this year’s
renewal season which is key for
the insurance market globally as
reinsurers fix their prices

6

A

fter a couple of years of
hardening markets, all eyes
were on the renewals of
1 January to see whether the
reinsurance markets would
hold firm, or perhaps begin
to mellow as more capacity arrived.
According to Fitch Ratings, the results were
a mixed bag in the end. Many market observers
seemed to agree on that, with a feeling that
2022 could swing either way in terms of further
hardening or possible market softening.
Fitch found: “The reinsurance market
showed mixed results at the January 2022
renewals as only loss-affected lines of
business, such as property catastrophe, cyber
or retrocession, continued to see significant
price increases. Prices for loss-free market
areas, such as casualty lines of business, were
the same or fell as they benefitted from an
increase in available capacity.”
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It pointed out that, despite more
than US$100bn (£75bn) of natural
catastrophe claims, both traditional
and alternative reinsurance capital
grew by 3%–4% in 2021. The
alternative capital space saw very
strong inflows into catastrophe
bonds, in particular, while traditional
reinsurers’ capital was helped by a
better underlying profitability.
Fitch expects that the reinsurance
sector will slightly improve its return
on capital in 2022 to above the highsingle-digit return forecast for 2021,
reaching a level that is broadly in line
with the profession’s cost of capital.
This comes on the back of another year
of risk-adjusted price improvements
in 2022, which Fitch estimates at
around 1% across the whole portfolio,
assuming a normalised level of
natural catastrophe
claims. This is less than
in 2021 but will still
support the sector’s
improving technical
results.
Meanwhile, financial
analysis company S&P
Global was reporting
that reinsurance
companies achieved
higher-than-expected
price rises at the
January 1 renewals and
signs look promising
for more increases later
this year.
In recent past years,
reinsurers had conceded lower rate
increases for property-catastrophe
cover than they originally anticipated.
The January 1 season was different,
said S&P.
“It would be fair to say that quite
significant discipline was shown
by the reinsurers at this renewal,”
Mike Van Slooten, head of business
intelligence at Aon PLC’s reinsurance
solutions division, said.
Guy Carpenter’s global propertycatastrophe price index was up
10.8% on 1 January. Howden Broking
Group put property-catastrophe
price increases at 9%, which it said
was the biggest year-on-year change

since 2009. Price increases for both
reinsurance and retrocession exceeded
investor expectations, UBS analysts
added in January.
Reinsurers’ impetus to raise rates
was driven mainly by the effect of five
years of heavy natural catastrophe
activity on their earnings. A large
proportion of the losses in recent
years have stemmed from so-called
secondary perils such as floods,
wildfires and convective storms.
Reinsurers were able to factor more
of their concerns about secondary peril
exposure into pricing at January 1, but
that does not mean the issue is closed,
warned S&P.
“The whole issue of secondary perils is
on the table and is not going to go away,”
James Vickers, chairman of international
reinsurance at Gallagher Re, agreed.
“It is now becoming a key
part of rating and
assessing propertycatastrophe covers.”
What happens to pricing
and terms at subsequent
renewals will also be
influenced by the year’s
catastrophe activity.
“If all things stay equal
right now, the next renewal
periods will be similar to
[Jan. 1],” Simon Hedley,
CEO of reinsurance broker
Acrisure Re said. “But if we
encounter some unforeseen
[catastrophe] situations in
the first half of the year, that
is going to put additional pressure on.

IKON IMAGES:

THE WHOLE ISSUE OF
SECONDARY PERILS
IS ON THE TABLE AND
IS NOT GOING TO
GO AWAY. IT IS NOW
BECOMING A KEY
PART OF RATING AND
ASSESSING PROPERTYCATASTROPHE COVERS

PLAYING CATCH UP
Looking across the pond, Artemis
suggested reinsurance rates and
pricing have more ground to cover at
the important June and July renewal
seasons in 2022, as analysts and our
sources all agree there is further
catching up to do.
Reinsurance has often been cited as
a squeezed middle, between primary
insurance and retrocession, mainly
because rates have been seen to
accelerate first and faster in primary
business, while retrocession has often
outpaced treaty price rises, it said.

“That seems to have happened
again at the January 2022 reinsurance
renewals, with primary rates
having risen strongly through 2021,
reinsurance only rising on average by
around 10% at the renewals (global
property cat), while retrocession was
seen to rise faster at an average of
15% or more.
“As we have documented, primary
catastrophe exposed property
insurance rates have been rising
particularly fast, with homeowners
and commercial property owners
paying increases as high as 40%,
sometimes more.”
Artemis also looked at the Guy
Carpenter report, saying: “If we look
back at Guy Carpenter’s Index, then
property catastrophe reinsurance
rates are now only 30% higher than
they were at the bottom in 2017.
“Compared to the 75% increase seen
in retrocession rates and pricing since
2017, it’s clear that reinsurance rates
continue to lag significantly behind.”
Also pointing to Howden’s
retrocession rate-on-line index,
Artemis said it shows rates in 2022
are almost back at their peaks seen
in 2009, while property catastrophe
reinsurance remains a whole 17%
below the 2009 average.
“All of which suggests that
reinsurance rates have more catching
up to do, to get them to a level that
sits better alongside higher primary
insurance and retrocession. With
the alternative being that softening
is for primary and retro lines, which
seems very unlikely given loss trends,
inflation and climate risk concerns,”
said Artemis.
It suggested: “June and July are the
critical ones, after another significant
global catastrophe loss year, which
Munich Re estimated as a $120bn
(£90bn) insured loss but with the
majority coming from the US, where
the mid-year renewals focus, it
seems likely the market will at least
attempt to hold the trajectory true and
continue firming, if not hardening.”
A warning note indeed. ●
Liz Booth is contributing editor at the CII
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8

here is a war raging –
it probably has been
forever – between
the drive for
innovation and the
drive to ensure you
do things right.
All of us live through this every
day working in insurance, not least
because of the regulated nature of
our work. A lot of what we do is the
push and pull of what we can change
against what checks and balances
need to be in place; and this is no less
felt in underwriting than anywhere
else in our profession.
However, this dichotomy will
be tested in the coming months
as we face dealing with the
unprecedented change of the last
few years. All parties have a part
to play in changing things for
the better and dealing with the
uncertainty of the future.
I don’t know how many times in
the last few months I have heard the
point made that “Covid-19 has really
accelerated this [insert trend] that
was already happening.”
It is everywhere, from dining

and entertainment preferences
to work life balance and the new
normal. It seems like behaviours
that we lived by for years have
been swept away overnight and
will transform the lives of the next
generation and probably our own in
unquantifiable ways.
So is it right that our approach
to understanding risk is so
fundamentally anchored on the
precept that information on the
past matters so much more than
our intuition on what will happen
in the future?

RIGHT DIRECTION
The last 20-30 years have given us
many new tools and techniques,
datasets and application
programming interfaces that have
transformed our understanding
of risk. It is hard not to be excited
by some new innovation in this
space and in our strategies perhaps
put these above other items when
making investments. But in a world
where behaviours have changed so
suddenly and, as we return to a new
normal, perhaps it is more important

STRIKING THE
BALANCE
Philip Williams discusses the importance
of implementing technology and
innovation in the right way
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than ever that we combine the right and left
sides of our brains to ensure we are going in the
right direction.
Maybe it has been our dedication to the
implementation of data, machine learning
and artificial intelligence that has caused this
blindness. Now of course, I am not bashing
these things, far from it, technology has and
will continue to improve every element of
insurance; but the total reliance without
question on these tools and techniques just
doesn’t make sense.
Some key questions to ask ourselves are:
what is the balance of power between data
and intuition in our organisation? are both
valued equally? how do we ensure all voices
are heard?
After all this collaboration is just another
example of the benefit of diversity in our work.

CRUCIAL ROLE
I have written previously about the analytical
and commercial skills the underwriting
community needing to develop and the
changing role of the underwriter as a more
generalist portfolio management role, rather
than purely focussed on cases away from the
bigger picture. This is more crucial today than
ever; in helping and moulding
the performance

9

of established accounts in the face of
the huge step change the pandemic
has brought and also in innovation and
thinking about the future insurable
risks of tomorrow.
Our regulators and government have a
role to play too, in recognising that while
Brexit may have added complexity to
those of us living and working in Britain
with insurable interests overseas, one of
the key trends that I mentioned earlier is
that our world is smaller than ever. This
will need speed, something not many
governments are known for, in adjusting
the global regulatory environment to
adapt to the new trends. It will also
require significant international cooperation on topics that to date have not
been top of agendas.
Remote working is just one perfect
example of this accelerating trend.
Many of us were already working a
hybrid week, but the nature of work
has shifted and will not shift back.
Tomorrow’s next big things will utilise

remote working as standard breaking
down international boundaries, let
alone home counties ones and we
are yet to see how the insurance
profession will change its products to
accommodate in terms of coverage,
pricing and risk management.
Perhaps it is ok if we stop and change
these things when the new world is
here, but the insurers and underwriters
that will win the most will be the ones
thinking and adapting today, pushing
to cover remote assets and liabilities and
lobbying to ensure that the regulatory
environment can keep up.
Our world has been shaken this last
few years with the hardships we have
all had to endure but perhaps now with
a bit of forward thinking, the combined
power of technology and humanity,
2022 will be a year of progress. ●
Philip Williams is non-executive
director of the Society of Underwriting
Professionals
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WHEN IS IT
A WAR?
As the world watches the
rapidly escalating situation in
Ukraine, Liz Booth reports on
the implications of the use of the
word “war” when it comes to
insurance contracts
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S

ince President Putin moved forces into
Ukraine in February, other countries
including the UK have begun imposing
wide-ranging sanctions on Russian banks,
airlines, shipping and individuals. But, from
an underwriting perspective, it is not just
about managing sanctions.
It is also about the word “war”
and the implications of that on insurance policies.
As partners Alex Kemp and Jean Koh at HFW law firm
explain: “While the conflict does not, at the moment,
directly involve the US or other
western powers, there has
certainly already been support
behind the scenes and it is
unknown how matters might
develop.
“A direct declaration of war
by a Western power against
Russia is unlikely, but there
are enough examples over
the years of countries having
“undeclared” wars i.e. wars
without a formal declaration.
If the situation continues to
deteriorate in the coming
weeks, greater involvement of
the United Nations (UN), North
Atlantic Treaty Organization
(NATO) or a coalition of western
forces acting outside of the UN or NATO may
well be within the realms of possibility.”

WHILE THE CONFLICT
DOES NOT, AT THE
MOMENT, DIRECTLY
INVOLVE THE US OR
OTHER WESTERN
POWERS, THERE HAS
CERTAINLY ALREADY
BEEN SUPPORT BEHIND
THE SCENES

KEY QUESTION
So, insurers and businesses may now be asking: what does
this mean for our contracts?
“The key question is, has there been an outbreak of
“war” (declared or otherwise) between Russia and the US
(or any other major powers)? This will depend on precisely
what steps are taken by the US, UK and other nations,” the
legal pair explain.
They list a range of options that may be pursued by the
US, not all of which would be considered “war”:

1

The US and/or or other nations could seek to deploy
military assets with the support/backing of the UN.
However, the United Nations Security Council (UNSC)
normally makes resolutions which are “peace keeping
missions” which are not war and given that Russia is a
permanent member of the UNSC (and can therefore “veto”
proposed resolutions) it is highly unlikely that the UNSC
will be able to act in the Ukraine.

2

The major powers could seek the support and backing
of NATO, who have previously deployed military
resources in a more conventional military role, when
member states dedicate personnel and supplies to NATO,
those resources are deployed as NATO forces, not as forces
of the country that provided them. NATO operations of
this type could well be “war” but would be undertaken
as NATO and as such, would unlikely be considered a war
between the US/UK/France and Russia. Even if NATO
operations could be considered a war between the US and
Russia, it seems unlikely that NATO will engage in direct
military conflict with Russia as NATO was established
as a military alliance with the purpose of establishing
“collective defence” among its members and will not
automatically commit to deploying troops to nonmember states.

3

The US could also choose to act outside of UN or
NATO, with or without a coalition of supporting
partners such as the UK or France. This is an option
that has been adopted by the US in the past even though
post Afghanistan and Iraq, it is possible that their appetite
for such conflicts has dwindled. There will almost
certainly already be US forces (or forces of their allies)
operating in Ukraine in support, training or clandestine
capacities currently. There is therefore a possibility that if
these forces came into contact with the Russian military,
a conflict may ensue and have the potential to escalate.
The HFW lawyers add: “From an English law
perspective, the courts have been reluctant to adopt
narrow, or technical, definitions of “war”. If the parties
include “war” in their contract and provide that certain
consequences are to follow, “war” will be given its
normal and popular meaning. It should be distinguished
from "warlike activities and hostilities short of war”.
“The English courts have expressly rejected any formal
test or definition of “war” and rejected the suggestion
that a “war” must be recognised by the UK Foreign
Office. For example, the Sino-Japanese War of 1937 (where
no declaration of war was made and where there were
ultimately around 50 battles in eight years with millions
dead) was considered a “war”, as were the Spanish Civil
War, Korean War, Falklands War and periods of Gulf War 1
although the 9/11 Al Queda attacks were not.”
They conclude: “It is not impossible that matters
deteriorate in such a way in the coming weeks giving rise
to an outbreak of “war” for the purposes of insurance
contracts and charterparties, resulting in automatic
termination of insurance policies and opening up options
for parties to cancel their charterparties.” ●
Liz Booth is contributing editor at the CII
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