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Boston Consulting Group partners with leaders in
business and society to tackle their most important
challenges and capture their greatest opportunities.
BCG was the pioneer in business strategy when it was
founded in 1963. Today, we work closely with clients
to embrace a transformational approach aimed at
benefiting all stakeholders—empowering
organizations to grow, build sustainable competitive
advantage, and drive positive societal impact.

Our diverse, global teams bring deep industry and
functional expertise and a range of perspectives that
question the status quo and spark change. BCG
delivers solutions through leading-edge management
consulting, technology and design, and corporate and
digital ventures. We work in a uniquely collaborative
model across the firm and throughout all levels of the
client organization, fueled by the goal of helping our
clients thrive and enabling them to make the world a
better place.



Insurance 2025: Adapting to a New Era of Opportunities
and Challenges examines the trends shaping the
future of Property & Casualty insurance. This
second installment focuses on commercial lines,
offering practical strategies to drive innovation and
resilience in a complex market. With rising demand
for specialized coverage, advancing technologies,
and economic pressures, commercial insurers face
both challenges and opportunities. By making bold
decisions and adopting innovative approaches,
carriers can establish themselves as leaders in a
dynamic and competitive industry.
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Introduction

ommercial lines insurers face a transformative period as they prepare for 2025, with

rapidly evolving trends reshaping underwriting, distribution, and operational

strategies. The commercial insurance market has become increasingly dynamic,
driven by emerging risks, shifting customer expectations, and growing demand for
specialized solutions. For many carriers, adapting to this complex environment is no longer
optional—it is essential for long-term success.

Rising claims costs from natural catastrophes, escalating litigation pressures, and
economic volatility are testing the resilience of carriers. The demand for tailored coverage
across industries, combined with the growth of E&S and specialty markets, is challenging
traditional approaches to underwriting and distribution. Meanwhile, advancements in
autonomous technology, the rise of Al, and shifts in workforce expectations offer new
opportunities for innovation and differentiation.

At the same time, brokers and wholesalers are consolidating market power, reshaping
access to distribution channels and driving shifts in market dynamics. Economic factors
such as inflation, supply chain disruptions, and geopolitical tensions are further influencing
underwriting profitability and customer behavior. In this environment, the ability to
innovate and adapt will determine which carriers lead the way and which are left behind.

Several key trends will shape the future of commercial lines insurance, requiring decisive
action to address challenges and capture opportunities. From leveraging Al to improve
efficiency and enhance underwriting, to adapting to the growing impacts of natural
catastrophes, to addressing the complexities of litigation and shifting liability frameworks,
carriers must embrace innovation to thrive. Distribution models are evolving rapidly, with
the rise of MGAs, wholesalers, and digital tools transforming how insurers reach customers
and manage risks. Broader economic and technological trends will also play a pivotal role
in defining the industry’s future.

This report examines these trends, offering actionable strategies to help insurers navigate a
changing landscape and position themselves as leaders in an ever-changing market.

Priority topic Implication

Artificial Intelligence

Delivering on Al's promise Scale Al to enhance core capabilities and drive operational efficiency

Talent Strategy

Bridging the talent gap to build futureready teams Invest in futureready talent by fostering innovation and adaptability

M&A and Market Consolidation

Navigating market shifts driven by increased M&A activity Build capabilities through strategic M&A and adapt to consolidation

Climate Resilience

Building resiiencelniine raeelon i allcE o r e Advance climate risk strategies to manage growingNatCAT exposures

2T reakily [Laheie Expand surplus lines to meet complex, growing market needs

Capturing opportunities in E&S and specialty markets

Litigation Costs

Managing escalating legal system abuse and social inflation Refine strategies to reduce costs and ensure fair claim resolutions

Distribution

Adapting to evolving broker and MGA dynamics Optimize broker, MGA partnerships with specialized tools and expertise

Auto Evolution

Evolving coverage for autonomous and connected fleets adapieoeaseliorabiopenotlandicophecedileets

Commercial Insurtech

Unlocking the potential ofinsurtech innovation Partner with insurtechs to drive innovation and efficiency

Economic Indicators

Preparing for Macroeconomic Shifts: Challenges and Opportunities Ahead Bllildjresiliencelithidataditen]stiatesiesiiogmacioeconomizhifts
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1. Delivering on Al’s promise

ith a disciplined, value-oriented approach, artificial intelligence (Al) has the
potential to transform the insurance industry—offering advanced machine

learning (ML) models and emerging generative Al (GenAl) capabilities that can
automate everyday tasks, streamline workflows, and improve decision-making, unlocking
efficiency and effectiveness. Use cases span the entire insurance value chain—including
operations, marketing, distribution, underwriting, and claims—as well as enabling
transformation in supporting functions like finance, HR, IT, and legal to drive better
outcomes across the organization. Despite its transformative potential, 2024 revealed a gap
between ambition and realization. Many Al initiatives stalled due to unclear objectives,
fragmented infrastructure, and difficulties integrating Al into legacy systems. While some
carriers have made significant strides in leveraging Al by setting clear goals, defining clear
objectives, and tracking top- and bottom-line impact, others have struggled to scale their
efforts, leaving much of Al’s potential unrealized.

This gap is evident in the Al maturity of US insurers, where most remain in the "Emerging"
phase, requiring decisive action to advance toward scaling and future-built capabilities.
Exhibit 1 benchmarks Al maturity across US insurers and highlights the critical need for
transformation.

Exhibit 1 — Majority of US insurers are in 'Emerging' Al maturity phase, requiring
decisive action to advance toward scaling and future-built capabilities

Stagnating Emerging Scaling Future -built

US Insurers (Top Quartile) *
L) US Tech Companies (Top Quartile)

US Financial Instituations (Average)
®.

US Tech Companies (Average)

US Financial Instituations (Top Quartile)

US Insurers (Average)

% of cases below Al maturity score

Digital & Al maturity

« Often unclear vision « Clear vision/strategy « Key digital capabilities - Digital visionaries

« Isolated initiatives « Roadmap defined - Digitalized processes « Puredigital business

« Organization not yet - Digitally enabling « Strong digital mindset « Most revenue from digital
digitally enabling governance in place and agile culture business models

Source: BCG Build for the Future (BFF) Survey 2024

The Al maturity gap reflects not only technological limitations but also a lack of broader
transformation in how work is done. Many insurers focus on automating existing processes
rather than reimagining functions and fundamentally rethinking roles and responsibilities.
To unlock the full potential of Al, carriers must embrace a more comprehensive
approach—one that reimagines human-Al collaboration, redesigns workflows, integrates Al
deeply into the operating model, drives incentives, fosters a culture of change, and
prioritizes hiring Al talent and upskilling the workforce.

While Al’s potential is widely recognized, many insurers remain in the early or emerging
stages of adoption (see Exhibit 2). Those that focus on scaling Al solutions, modernizing
their systems, and redefining how work gets done will be better positioned to improve
efficiency, unlock new capabilities, and realize Al's full value. This depends on critical
enablers, such as modernizing legacy systems, addressing technical debt, and building a
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strong data foundation. Equally important are enablers for talent, ensuring teams have the
skills and adaptability needed to thrive alongside Al. As explored in the next section, a
forward-looking approach to workforce development will be key to unlocking Al’s full
potential and driving sustainable success.

The challenges carriers face in scaling Al reflect broader trends across all industries. A
recent BCG report found that 74% of companies struggle to transition Al projects from
pilots to scalable enterprise solutions.

Note: For each sector, N<30 Survey question: What has your organization’s response been
to leverage GenAl based the latest news and trends in GenAl?

Exhibit 2 — Most insurance companies have embraced GenAl potential, but very
few are deploying the technology at scale

Companies across multiple sectors are scaling GenAl with varying levels of success at scale
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Note: For each sector, N<30 Survey question: What has your organization’s response been to leverage GenAl based the latest news
and trends in GenAl?

To successfully deploy Al at scale and capitalize on the impact of Al on business, insurers
must act boldly and utilize a 10-20-70 approach that emphasizes algorithms (10%), tech
and data (20%), and people and processes (70%). This includes:

e Redefining work by integrating Al into human roles and responsibilities. Insurers must
go beyond automating pain points and design roles that foster collaboration between
humans and Al.

e  Upskilling the workforce to align with an Al-driven future. Insurers must invest in
training employees to work alongside Al tools while fostering a culture that embraces
change and innovation.

e Targeting and prioritizing Al efforts with clear KPIs. It is critical to focus on a few
transformative opportunities in core functions with clear KPls.

e Modernizing systems, data, and processes for seamless Al integration. Legacy
infrastructure must be upgraded to ensure scalability and efficiency for Al-driven
solutions. Data must be made accessible and consumable by Al models

e Ensuring responsible Al implementation to promote fairness and transparency.
Insurers must ensure Al models are fair, unbiased, and transparent. Robust oversight
frameworks and regular audits will build trust and ensure Al delivers on its potential.
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2. Bridging the talent gap to build future-ready teams

nearing retirement, difficulty attracting younger workers drawn to tech or insurtech

roles, and a growing need for data, analytics, and technology skills to keep pace with
industry transformation. Nearly 50% of workers in the industry are over the age of 50, with
high retirement rates expected in the coming decade. These challenges are particularly
acute in commercial lines, where insurers must manage complex risks, maintain broker
relationships, and develop expertise in industries such as construction, energy, and
transportation.

The insurance sector faces mounting talent challenges, including an aging workforce

At the same time, digital tools, advanced analytics, and Al are reshaping core processes like
underwriting, pricing, and claims. These changes demand a workforce that is adaptable,
tech-savvy, and equipped to deliver innovation. Traditional approaches to recruitment,
retention, and workforce planning are no longer sufficient to address these evolving
challenges. Commercial underwriters, for example, must not only evaluate intricate risks
but also leverage Al-powered tools to streamline workflows, improve decision-making, and
refine risk selection strategies. As illustrated in Exhibit 3, demand for data and technology
skills continues to outpace supply, creating significant challenges for insurers seeking to
build future-ready teams. With a 3:1 ratio of job postings to qualified candidates in data
science and analytics, insurers must act swiftly to address these growing gaps.

Exhibit 3 — Demand for data and technology skills outpace talent supply

Number of open job postings requiring

data and technology skills has grown Batio of job postingg to qualified caqdidates

exponentially between 2022-2024 in adv.anced .anal.yncs _and data science ,

reflecting a widening skills gap
15,000 A
gn
= Of insurance leaders cite skill shortages in
£ 10,000 - data, Al,and ML as their largest workforce
2 challenge
=
3
[
© 5,000 -
< Projected talent shortfall of technical
S roles in the U.S. by 2030, affecting insurers’
9 0 ability to address emerging risks
Sep 22! Sep 23' Sep 24'

Source: Lightcast data; BCG analysis
1. Reflects open job postings per month

To remain competitive, insurers must rethink their talent strategies. Offering flexible work
arrangements and competitive compensation has become a baseline expectation for
attracting new talent, particularly among younger generations. However, the future
workforce brings diverse values and motivators compared to prior generations, requiring
segmentation strategies similar to those used for customers. By identifying distinct
candidate profiles based on factors such as age, geography, and role focus (e.g.,
digital/tech, corporate, or underwriting), insurers can design tailored approaches to
recruitment and retention. Digital talent, for instance, often values opportunities to
“problem hop” by working on different challenges through rotations, special projects, or
shifting roles. Other segments may prioritize career growth opportunities, work-life balance,
or purpose-driven roles. A structured approach to the talent lifecycle—anticipating skills
needs, attracting top talent, developing workforce capabilities, and engaging employees—
can guide insurers in addressing workforce challenges and building future-ready teams (see
Exhibit 4).
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Exhibit 4 — Key questions to address across the talent lifecycle

© Anticipate © Attract

* What roles and skills do we need to * Where and how can we attract and
meet our business transformation o retain the next generation of talent
goals? across key roles, including technology,

ANTICIPATE analytics, and underwriting?

* What strategies can we implement
to build a competitive and future -ready
talent ecosystem?

* How do we anticipate evolving
workforce trends, such as aging
demographics, digital adoption, and
shifts in skill demand?

ENGAGE ATTRACT

© Develop

e ¢ How can we adapt onboarding

and talent management processes
DEVELOP to address evolving workforce
expectations and skill requirements?

O Engage

* How can we craft a compelling employer
value proposition tailored to diverse
workforce segments?

* How can we enable collaboration and

innovation across teams through ° How do we foster an “always learning”
intentional approaches to work culture that keeps pace with
environment, such as hybrid models or technological and industry changes,
cross-functional hubs? such as Al and GreenTech?

As digitization accelerates the pace of change in the nature of work, skills are becoming
increasingly critical. Best-in-class insurers are adopting a skills-based approach to talent
and planning, embedding skills across the entire employee lifecycle—from hiring to L&D,
performance management, and succession planning. Conducting a comprehensive
workforce skills assessment involves analyzing both the current (“as-is”) skills, roles, and
demand, and the future (“to-be”) capabilities needed over the next 3-5 years. This “from —
to” analysis enables insurers to map gaps between today’s workforce capabilities and
tomorrow’s needs, providing a clear path forward. Closing these gaps may involve upskilling
and reskilling to develop internal talent, hiring to bring in new expertise, or partnering to
access specialized skills.

For example, training employees to use Al-powered underwriting tools, as outlined in The
Underwriter of the Future, can enhance decision-making while improving efficiency and risk
evaluation. Equipping employees with these skills not only enhances productivity but also
empowers them to contribute to innovation and strategic growth. Integrating GenAl tools
into workforce assessments can further identify automation opportunities, enabling
insurers to allocate resources effectively and align talent strategies with organizational
goals.

To bridge the talent gap and build future-ready teams, insurers should:

e Adopt a skills-based approach to workforce planning. Assess current capabilities,
identify future needs, and create a clear “from - to” roadmap that aligns talent
strategies with business goals and emerging opportunities.

e Investin upskilling and reskilling programs. Equip employees with the skills to
collaborate with Al tools, adapt to evolving risks, and drive innovation in underwriting,
claims, and portfolio management.

o Develop targeted recruitment and retention strategies. Tailor initiatives to meet the
expectations of diverse talent groups, from digital experts to experienced underwriting
leaders.
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3. Navigating market shifts driven by increased M&A activity

commercial lines. However, the bulk of deal volume in recent years has been

concentrated in brokerage transactions, where private equity and large players
have driven significant consolidation. Brokerage firms, in particular, have seen substantial
M&A activity, as private equity firms and large players seek to expand their market
influence. For example, Arthur . Gallagher & Co.'s $13.45 billion acquisition of
AssuredPartners in 2024 highlights the increasing scale of deals aimed at enhancing
middle-market capabilities. Meanwhile, Marsh McLennan’s $7.75 billion acquisition of
McGriff Insurance Services further consolidated the brokerage landscape, intensifying
competition among the remaining players. These developments underscore the
transformative role of M&A in reshaping market dynamics.

M &A activity has long shaped the insurance landscape, impacting both personal and

At the same time, carriers have been more cautious, with M&A activity slowing in recent
years. However, renewed optimism for 2025, driven by insurers' strong balance sheets and
a focus on digital transformation, points to a potential rebound in deal-making. Broader
shifts in the regulatory and business environment, including potential pro-business policies
under the new administration, may create more favorable conditions for M&A by easing
regulatory barriers or streamlining approval processes. This could drive increased activity
across both brokers and carriers, as firms look to capitalize on these opportunities.

Insurers are increasingly targeting acquisitions that can enhance their digital capabilities,
address evolving customer expectations, and unlock operational efficiencies. This focus is
particularly critical for commercial lines, where complex underwriting, tailored policies, and
sector-specific expertise create opportunities for strategic differentiation.

As illustrated in Exhibit 5, US distribution M&A has led insurance transaction volumes, with
private equity-backed transactions in the distribution space hitting a record 75% of reported
deals in 2024. While carriers have been more selective with capital deployment, the
anticipated rebound in 2025 is expected to see major carriers broadening into new
specialized markets to address rising demand for tailored solutions and operational
excellence.

PE exits are also contributing to this activity, as firms look to divest their investments in
brokers and carriers, creating opportunities for both strategic acquirers and other financial
sponsors. Many PE firms that have invested in brokers and specialty insurers over the past
decade may pursue PE exits in 2025, selling these assets to strategic buyers or other
financial sponsors. These exits, whether through acquisitions or IPOs, will likely create
further consolidation and reshape the competitive dynamics of the industry.

The wave of consolidation also brings challenges. Increased concentration of market power
among brokers can reduce customer choice and influence pricing dynamics. For insurers,
integrating acquired businesses effectively while maintaining cultural alignment is critical
to ensuring long-term success. Regulatory scrutiny is another factor, with evolving
compliance requirements demanding careful navigation of deal structures and integration
Processes.
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Exhibit 5 — M&A activity in the P&C industry has fluctuated in recent years but is
expected to improve in 2025

US distribution M&A has lead insurance While carriers have been more selective
industry transaction volumes... with capital deployment
US Reported Insurance Related Mergers and Acquisitions US Reported Insurance Related Mergers and Acquisitions
(Distributors) (Property and Casualty Sector?)
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Investment Co.; and Marsh & McLennan Agency and McGriff Insurance Services 2. Includes Multi-line, Property and Casualty and Reinsurance 3. Does not include
HDI International AG and Liberty Seguros M&A

Source: S&P Capital 1Q; Conning; MarshBerry; Insurance Journal, Company press release, and BCG analysis

Looking ahead, the 2025 M&A landscape is expected to be shaped by several key trends.
Analysts predict a rebound in global deal volumes, with activity potentially exceeding $4
trillion across industries, including insurance. This resurgence is driven by pro-business
policies, improving economic conditions, and renewed confidence among investors.
Insurers are increasingly focusing on acquisitions that accelerate digital transformation by
enhancing customer experience and operational agility. Investments in Al-driven platforms,
insurtech firms, and digital tools are central to these efforts, enabling carriers to modernize
their operations and stay competitive. At the same time, private equity interest and
strategic acquisitions by major players are expected to further consolidate the brokerage
and specialty markets. This wave of consolidation will reshape the distribution value chain,
driving increased competition and innovation as insurers seek to differentiate their offerings
and strengthen their market positions.

MR&A activity in the commercial insurance sector presents both opportunities and risks.
Insurers that successfully navigate this dynamic environment will be those that prioritize
strategic integration, adapt to regulatory changes, and leverage acquisitions to build
differentiated capabilities.

To successfully navigate this evolving environment, insurers should:

e Focus acquisitions on strategic priorities. Pursue deals that strengthen capabilities,
align with long-term strategy, and target high-growth sectors or operational efficiencies.

e Use strategic acquisitions as expedient solution to build-buy decisions. Acquisitions can
be a quicker way to address product or capability gaps, compared to building in-house

e Leverage scale for competitive advantage. Pursue deals that reduce operating costs
through economies of scale or improve negotiating power with brokers and reinsurers.

e Adapt to regulatory changes impacting M&A. Proactively align deal structures with
evolving compliance requirements to mitigate risks and maximize opportunities.
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4. Building resilience in the face of natural catastrophes

creating significant financial challenges for commercial insurers. Global insured

losses from NatCat are estimated to range between $135 billion and $150 billion in
2024, based on projections from Swiss Re and Verisk. These figures include both personal
and commercial lines. Urban development in high-risk areas, inflation, and supply chain
disruptions further amplify the cost and complexity of claims. Hurricane Helene’s flooding
in North Carolina highlights how secondary perils are intensifying and increasingly affecting
regions not traditionally considered high risk. Recent LA wildfires further highlight evolving
catastrophe risk, emphasizing the urgent need for insurers to address risks posed by
increasingly severe and prolonged fire seasons.

The increasing frequency and severity of natural catastrophe (NatCat) claims is

NatCats impact many of the largest lines of commercial insurance, with commercial
property, inland marine, and commercial auto often bearing the greatest direct losses.
Structural damage from severe storms, wildfires, and other weather-related events is
driving up property claims, while inland marine coverage is increasingly strained by
disruptions to goods in transit. Auto fleets are vulnerable to flooding, hail, and wind-driven
debris. Business interruption (Bl) claims compound these challenges, as downtime and
supply chain disruptions impact industries such as logistics, manufacturing, and retail.
General liability and workers’ compensation exposures also rise following catastrophe
events. Addressing these risks requires diversifying portfolios and adopting advanced
climate modeling and predictive analytics to help insurers anticipate and manage the
cumulative impacts of NatCats across key lines of business.

Managing NatCat risks presents distinct challenges. Rising claims costs are straining
reinsurance capacity, pressuring pricing and portfolio sustainability. However, early signs of
softening in the property reinsurance market may offer some relief for insurers, enabling
them to secure additional coverage limits or more favorable terms for event-based
protection. Geographic concentration risks remain significant, as carriers with exposure in
disaster-prone regions face heightened portfolio volatility.

As Exhibit 6 illustrates, billion-dollar insured events have steadily increased over the past
four decades, highlighting the growing financial burden posed by NatCat claims.

Exhibit 6 — Billion-dollar NatCat events and their associated costs have surged, driven
by rising exposure, shifting weather patterns, and increasing severe storm frequency

US Billion-Dollar Disaster Events 19802023 (CPIAdjusted)
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Source: NOAA
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These trends emphasize the importance of refining risk models, diversifying portfolios, and
adopting proactive measures to manage the cumulative impact of frequent and severe
NatCat claims. Inflation, urbanization, and concentrated exposures compound these
challenges, requiring forward-looking approaches to portfolio management.

The role of the underwriter has become increasingly critical in this evolving environment.
Underwriters must make informed judgment calls based on limited historical data while
projecting future catastrophe exposures. With traditional models often underestimating the
frequency and severity of NatCat claims, underwriters are relying on real-time data,
predictive analytics, and scenario planning to guide their decision-making. These tools allow
them to evaluate geographic risks, account for emerging weather patterns, and balance
client protection with the financial stability of the insurer. Enhancing underwriter
capabilities with geospatial insights, climate data, and advanced modeling is essential to
structuring coverage that mitigates risk for policyholders while safeguarding carrier
portfolios.

To address these challenges, commercial insurers are adopting resilience-focused
strategies. Predictive analytics and forward-looking models are becoming essential for
anticipating future risks and adapting strategies to reduce portfolio vulnerability. Carriers
use these models to monitor property aggregations and develop catastrophe risk scores,
which help quantify correlations across their portfolios. This enables insurers to proactively
manage concentrations of risk and make informed underwriting and capital allocation
decisions. For example, insurers are refining risk assessments to allocate capacity more
effectively and avoid over-concentration in high-risk zones. These tools also enable insurers
to evaluate scenarios that anticipate future claim patterns and better prepare for large-
scale events.

Looking ahead, NatCat claims are expected to remain a key challenge for commercial
insurers in 2025. Predictive analytics, geospatial data, and real-time monitoring will play a
pivotal role in helping insurers refine pricing, anticipate future risks, and support industries
with high catastrophe exposure. Tailored solutions for vulnerable sectors will be essential to
maintaining relevance and profitability in a rapidly evolving market.

To effectively manage NatCat risks, commercial insurers should:

e lLeverage advanced climate modeling and predictive analytics. Invest in tools that
enhance risk segmentation, enable forward-looking assessments, and improve
geographic diversification across high-risk zones.

e Equip underwriters with real-time data and scenario planning tools. Provide
underwriters with geospatial insights, predictive models, and analytics that enable
them to make informed judgment calls and structure coverage that protects both
policyholders and the insurer.

e Optimize reinsurance strategies with a portfolio-based risk management approach.
Develop tailored reinsurance programs that balance exposure limits with affordability,
focusing on diversifying reinsurance panels and integrating data-driven insights into
reinsurance purchasing decisions.
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5. Capturing opportunities in E&S and specialty markets

to address risks that traditional markets cannot cover. In 2023, 97% of E&S premiums

came from commercial lines, while the remaining 3% covered personal risks such as
high-value homeowners policies and unique personal exposures. For personal lines, E&S
provides critical solutions for risks that exceed standard market offerings, such as homes in
wildfire-prone areas or bespoke coverage for high-net-worth individuals with non-standard
insurance needs.

The E&S market is growing rapidly as insurers and policyholders increasingly rely on it

Elevated NatCat losses, which have strained admitted markets, are one of several forces
driving the growth of E&S lines. Additionally, hard market conditions, increasing demand
for tailored coverage, and the complexity of specialty risks continue to expand E&S as a
solution for complex exposures. The market’s flexibility to address challenging risks with
innovative terms and conditions makes it particularly valuable in high-risk environments.
Other contributors to growth include volatile specialty segments like cyber and professional
liability, which require tailored solutions that admitted markets often lack the capacity or
appetite to offer. The market’s growth is also cyclical, with hardening markets and reduced
capacity among admitted carriers often driving increased reliance on E&S.

The E&S market has demonstrated a cyclical growth pattern over the past two decades,
influenced by broader P&C market dynamics and external shocks like hard market
conditions and NatCat losses. For most of the 2010s, E&S premiums grew steadily during a
relatively stable market, maintaining consistent share within the P&C industry. However, in
recent years, growth has accelerated, driven by factors such as admitted market
retrenchment in high-risk regions, increasing demand for specialized solutions, and the rise
of volatile risks like cyber and professional liability.

E&S premiums reached $86.5 billion in 2023 and is expected to exceed $100B in 2024,
marking continued expansion even as growth began to moderate compared to prior years of
sharper increases. Exhibit 7 highlights this evolution, illustrating how the E&S market has
increased its share of total P&C premiums to 9.2% in 2023. This steady increase
underscores the market’s ability to adapt to changing conditions and its growing
importance in providing flexible solutions for risks that exceed the appetite of admitted
carriers.

The breadth of E&S and specialty markets is reflected in the wide range of lines of business
it covers, including commercial property, professional liability, commercial motor,
umbrella/excess liability, and cyber insurance. Commercial property and liability lines
dominate E&S premiums, together accounting for 79% of the total. Liability lines, including
professional liability and umbrella/excess liability, contribute 53%, while commercial
property adds another 26%. E&S property premiums grew by 40.5% year-over-year in 2023,
driven by heightened demand for fire and allied lines in catastrophe-prone areas. This
significant growth reflects the market’s ability to step in where admitted carriers reduce
capacity due to high-risk exposures.

Geographically, E&S market growth has been strongest in catastrophe-prone states. Since
2015, the number of E&S writing companies in states like California, Florida, New York, and
Texas has increased by 50%, reflecting heightened demand in regions impacted by
wildfires, hurricanes, and other severe weather events. In these states, admitted carriers’
reduced capacity has pushed more risks into the E&S market to cover exposures that
exceed traditional market appetite.

E&S markets are also driving growth in emerging and volatile specialty lines. Cyber
insurance, for instance, has expanded rapidly as organizations face escalating risks from
ransomware, data breaches, and operational disruptions. The global cyber insurance
market has tripled in size over the past five years, reaching $13 billion in 2022, and is
projected to grow to $23 billion by 2025. Surplus lines insurers now account for nearly 60%
of total cyber premiums, demonstrating E&S’s pivotal role in addressing the rising demand
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for cyber coverage. Similarly, professional liability and commercial motor are expanding,
fueled by the need for tailored solutions in high-risk industries. E&S commercial motor
premiums totaled $4.66 billion in 2023, with California accounting for nearly 23.8% of total
premiums in this segment.

Exhibit 7 — E&S premiums accounting for a larger share of total premiums

Trends in the E&S Market from 2000-2023 Highlighting Growth and Share in P&C
Total E&S premiums in

Market share (%) DWP YOY change (%) $86'5 2023, reflecting 14.5%
Billion growth YoY
10 r 100
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+250 writersin key states
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I &S market share (%)

Source: S&P Capital IQ Pro; Insurance Statutory Financials

The E&S market also presents an opportunity for new entrants and niche players. While
insurtech has largely focused on personal lines, the complexity of E&S and specialty risks
makes this a less saturated, greenfield space for innovation. Startups and established
players are beginning to develop tools to streamline underwriting processes, enhance data-
driven risk assessments, and improve efficiency in navigating these high-risk markets. As
discussed further in Section 9, these advancements are critical to improving efficiency and
agility in this complex market.

Underwriting excellence is essential for navigating the complexities of E&S and specialty
markets. Successful carriers leverage advanced data-driven tools and automation to refine
risk assessments, enhance operational efficiency, and tailor policies to niche markets.
Building strong partnerships with managing general agents (MGAs) and wholesale
distributors is equally critical, as these partners bring specialized knowledge and facilitate
efficient placement of complex risks.

Looking ahead, the fastest-growing E&S segments include commercial property and
professional liability, with additional opportunities emerging in cyber, umbrella and excess
liability, and commercial motor. Insurers must balance agility with deep expertise to deliver
niche products while adapting to evolving market demands.

To capture opportunities in E&S and specialty markets, insurers should:

e Develop niche products tailored to high-risk and emerging segments. Focus on growth
areas like cyber, commercial auto, and umbrella and excess liability to address evolving
market needs.

e Invest in underwriting excellence supported by automation and data-driven insights.
Equip underwriters with tools to enhance decision-making, improve consistency, and
drive efficiency.

e Build strong partnerships with MGAs and wholesale distributors. Collaborate with
specialized distribution partners to access expertise and efficiently place complex risks.
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6. Managing escalating legal system abuse and social inflation

insurers, particularly in sectors like auto liability and general liability. Nuclear

verdicts, defined as jury awards exceeding $10 million, have become increasingly
frequent, inflating settlement values and driving up claims costs. According to Swiss Re,
social inflation, often described as legal system abuse, has contributed to a 57 percent
increase in U.S. liability claims over the past decade, with annual growth peaking at seven
percent in 2023. These trends not only elevate operational costs but also exacerbate
affordability challenges for policyholders, creating retention risks for carriers. As explored in
BCG’s report Tackling Social Inflation, unchecked growth in legal costs remains one of the
most pressing challenges for both personal and commercial insurers.

E scalating litigation costs are placing significant financial strain on commercial

In 2023 alone, losses attributed to legal system abuse exceeded $28 billion across key lines
such as Commercial Auto and General Liability, with average yearly growth rates of 30% in
Personal Auto Liability. Exhibit 8 highlights the undeniable evidence of legal system abuse,
which has resulted in tangible losses across multiple lines of business. The situation shows
no signs of slowing, with litigation increasing 20x over the past five years and legal system
abuse contributing to 21% of all General Liability losses in 2023. Persistent abuse leads to
chronic under-reserving and underpricing, as liability lines are long-tailed, and claims often
surface slowly.

Exhibit 8 — Legal system abuse has resulted in tangible losses across multiple lines of
business and shows no signs of retracting

FQT m
L= 4 The evidence is undeniable... ¥ ... and the situation is only escalating

Losses attributed to legal system abuse?
\YAJ2Y across Commercial Auto, General Liability,
Product Liability and Personal Auto in 2023

Proportion of 2023 General Liability losses YoY average growth in the impact ,Of !e:gal
. ) system abuse on Personal Auto Liability losses
attributed to legal system abuse

Increase in litigation over 5 years> with no
signs of a coming slowdown and limited
regulatory relief

from 2019 to 2023

Proportion of largest 25 insurance groups 3 that
85% discussed "social inflation" as a source of
risk in 2020 earnings calls, up from 5% in 2017

YoY average growth in the impact of legal
system abuse on Commercial Auto Liability
losses from 2019 to 2023

Persistent legal system abuse that goes unrecognized can lead tachronic under-reserving and underpricing,
especially since liability lines are often longtail in nature and large claims may come to light slowly

1/2. Losses attributed to legal system abuse compounded by excess economic inflation from 2020 onwards. 3. By premiums written. 4. Rise of
digital advancements and Al is further fueling the issue of legal system abuse, as law firms harness tools like SEO to effectively target potential
clients. 5. As measured by number of new litigations in Florida's homeowners' insurance market.

Source: |11, NAIC, 4WARN, S&P Capital IQ

Certain lines of commercial insurance are particularly vulnerable. In commercial auto
liability, the frequency and size of nuclear verdicts have grown significantly, increasing
settlement values and inflating the cost of reinsurance. Between 2010 and 2019, the
median nuclear verdict rose from $19.3 million to $24.6 million, reflecting a 27.5 percent
increase. Third-party litigation funding has further compounded legal pressures. The United
States accounts for 52 percent of the global litigation funding market, incentivizing
prolonged litigation as funders seek to maximize payouts. In commercial property coverage,
disputes over business interruption claims and assignment of benefits abuse enable
contractors to inflate repair costs or pursue unnecessary lawsuits, further straining insurers’
reserves. These practices have rendered certain markets, including Florida and Louisiana,
increasingly unviable, forcing insurers to raise rates or withdraw from high-risk regions.
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Exhibit 9 provides a detailed breakdown of how legal system abuse impacts various lines of
business, with General Liability and Personal Auto Liability experiencing the most
significant challenges. Factors such as high policy limits and the perception of insurers as
“deep pockets” exacerbate abuse, while Commercial Auto and Product Liability are also
significantly affected.

Exhibit 9 — Legal system abuse impacts all lines of business with General Liability
and Commercial Auto Liability being the most impacted

system abuse

General Liability Commercial Auto Liability Product Liability Personal Auto Liability

Description Covers legal and business issuesCovers damages and injuries ~ Covers damages and harm Covers damages and injuries to
such as personal injury, propertycaused by business vehicles in  resulting from product defects others, caused by accidents
damages and premises liability accidents where the business  attributed to the manufacturer where the policyholder is at fault
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Losses attributed to
legal system abuse ('23) $o8 $48 $0.48 $108
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plaintiff perspective due to Personal Auto Liability (and from plaintiff perspective Commercial Auto Liability
need for specialization thus more damage) (and thus less damages)

Source: BCG analysis, NAIC, 4WARN, S&P Capital 1Q

Addressing these challenges requires both proactive and systemic solutions. Advanced
analytics and GenAl offer significant opportunities to detect fraudulent claims, identify
litigation patterns, and streamline claims processing. For example, Al can flag early
indicators of disputes, enabling insurers to intervene before litigation escalates. Insurers
can also enhance in-house legal capabilities to build expertise in high-litigation areas,
improve cost efficiency, and reduce reliance on external law firms. Educating policyholders
about the risks of assignment of benefits abuse and promoting alternative dispute
resolution methods can further help mitigate litigation pressures while fostering trust.

Advocating for legal reforms is another critical step. Insurers can support initiatives to
increase transparency in third-party litigation funding arrangements, curb runaway jury
awards, and promote fair and efficient claims processes. As highlighted in Tackling Social
Inflation, creating a more equitable claims environment is essential to managing rising
litigation costs. Ensuring that claims are handled equitably is also critical. Over-
compensation inflates costs across the market, leading to higher premiums for all
policyholders, while under-compensation erodes trust and damages client relationships.
Striking the right balance protects the interests of both insurers and policyholders, ensuring
the long-term sustainability of the insurance system.

To navigate escalating legal system abuse and social inflation, insurers should:

e Invest in advanced analytics and Al-driven tools to identify fraudulent claims and
streamline litigation management. Building real-time capabilities can improve
operational efficiency while reducing costs.

e Strengthen in-house legal expertise to reduce reliance on external counsel and
enhance the insurer’s ability to manage high-litigation risks effectively.

e Advocate for meaningful legal reforms to address systemic issues such as TPLF
transparency and excessive jury awards, creating a more equitable claims environment.
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7. Adapting to evolving broker and MGA dynamics

consolidating and managing general agents (MGAs) playing an increasingly critical

role in specialty markets. These changes are redefining how insurers connect with
customers and optimize their distribution strategies. To stay competitive, carriers must
strengthen relationships with brokers and MGAs while leveraging specialized expertise and
digital tools to navigate the evolving ecosystem.

The commercial insurance distribution landscape is transforming, with brokers

Broker consolidation continues to reshape market dynamics as large players, often backed
by private equity, acquire smaller firms to expand their networks, increase scale, and
enhance client offerings. While much of this trend is explored in Section 3 on M&A activity,
its downstream effects on insurers are critical to note. Consolidation has shifted negotiating
power toward brokers, compelling insurers to invest more resources into attracting and
retaining high-quality business. For instance, brokers like Marsh McLennan and Arthur J.
Gallagher & Co. have scaled through recent acquisitions, allowing them to leverage their
expanded client base and enhanced service offerings to drive commissions and negotiate
favorable terms through their increased premium volume. While this trend has introduced
pricing and commission pressures for carriers, it also offers opportunities to deepen
partnerships with brokers that can provide access to broader customer bases and diverse
industries. To differentiate themselves, insurers must deliver specialized coverage solutions
and advanced digital capabilities that streamline processes and enhance the client
experience.

At the same time, MGAs are emerging as influential players, particularly in niche and
underserved markets. The US MGA market exceeded $80 billion in premiums in 2023,
growing 13%—outpacing the broader P&C sector. Their ability to offer tailored underwriting
and operational agility makes them attractive partners for carriers seeking to expand into
specialty lines. Collaborating with MGAs enables insurers to access new customer
segments while reducing operational complexity. However, increased reliance on MGAs
also necessitates greater oversight to maintain underwriting discipline and ensure
alignment with profitability goals. Advanced analytics and performance monitoring tools
are critical to evaluating MGA effectiveness and managing risks, allowing carriers to
optimize these partnerships effectively.

MGAs are investing in digital tools to strengthen underwriting, improve pricing flexibility,
and enhance transparency. Retaining strong carrier partnerships is their top priority, and
advanced technology helps them demonstrate profitable portfolio management. Some
firms are developing proprietary pricing models in partnership with carriers and hiring
actuarial talent to enable their underwriters to move beyond traditional carrier rating
systems. As MGAs refine their capabilities, insurers should seek partners that leverage
these innovations to improve efficiency, provide greater visibility into underwriting
performance, and align with long-term profitability goals.

As illustrated in Exhibit 10, brokers and MGAs collectively capture a substantial share of
gross premiums, with brokers accounting for around 10-20% and MGAs 15-35%. Brokers
use their scale and networks to connect carriers with customers, while MGAs provide the
expertise required to underwrite specialized risks and serve niche segments. Their ability to
capture significant premiums highlights their market power in facilitating distribution and
shaping access to critical customer segments. For insurers, fostering strong partnerships
with these intermediaries is essential to working closely with MGAs to maintain a well-
managed and profitable portfolio, while also securing competitive access to key markets.
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Exhibit 10 — Brokers and MGAs play pivotal role in insurance value chain, capturing

significant share of premiums while connecting customers with carriers
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As broker consolidation and MGA expansion reshape the market, insurers must be
intentional in selecting partners that align with their strategic goals. Those that build strong
relationships with tech-enabled intermediaries will be best positioned to drive profitable
growth and secure long-term market access.

To adapt to evolving broker and MGA dynamics, insurers should:

e Strengthen partnerships with brokers and MGAs. Focus on delivering differentiated
offerings and collaborative tools to build lasting relationships and improve distribution
efficiency.

e Leverage digital tools to enhance collaboration. Invest in platforms and analytics that
streamline workflows, provide actionable insights, and enable data-driven decision-
making.

e Enhance oversight of MGA relationships. Use advanced analytics and performance
monitoring to ensure alighment with underwriting and profitability goals.
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8. Evolving coverage for autonomous and connected fleets

he rapid advancement of autonomous and connected vehicle technologies is

reshaping the transportation sector and introducing significant shifts across multiple

insurance lines. While commercial auto is the most directly impacted, other lines
such as product liability and cyber liability are also adapting to new exposures and evolving
risk dynamics. Insurers must assess how these changes influence not only individual lines
of business but also their broader relationships with customers and markets. That said, the
adoption of these technologies has historically progressed more slowly than anticipated, as
turning over the vehicle fleet often takes decades.

Commercial auto insurance is at the center of this transformation, as autonomous

technology fundamentally changes how risk is distributed and managed. The shift from
driver error to system or software failure introduces new challenges for underwriting and
claims. Insurers must address complex liability chains involving fleet operators, vehicle
manufacturers, and technology providers. This requires innovative coverage solutions to
account for risks such as sensor malfunctions, software defects, and operational errors.

At the same time, cyber liability is emerging as a critical priority. Connected fleets rely on
real-time data exchange between vehicles, infrastructure, and control systems, creating
vulnerabilities to ransomware attacks, data breaches, and operational disruptions. Insurers
must develop comprehensive cyber policies while working with fleet operators to implement
robust cybersecurity measures.

Exhibit 11 highlights several trends reshaping risk dynamics. Connected vehicles are

expected to account for nearly 70% of the global vehicle parc by 2035, reflecting the growing
importance of real-time data in enhancing risk modeling and claims. Electrified vehicles,
projected to comprise nearly 60% of new car sales by 2035, are driving up repair costs and
shifting traditional risk models. Meanwhile, shared mobility solutions, such as vehicle-as-a-
service (VaaS), are reducing car ownership, and autonomous vehicles are introducing
entirely new liability frameworks to address the evolving role of technology providers and
manufacturers. Interestingly, adoption could progress more quickly in emerging markets

compared to the US, where infrastructure gaps, regulatory complexities, and cultural

considerations present significant hurdles

Exhibit 11 — Disruptive mobility trends reshaping risk for insurers
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Claims dynamics are shifting alongside these trends. While autonomous technologies are
expected to reduce accident frequency by eliminating human error, claims severity is rising
due to the high cost of sensors, software, and specialized repairs. Additionally, usage-based
insurance models powered by telematics have gained traction, enabling insurers to
dynamically price premiums based on fleet activity, vehicle performance, and real-time
metrics. Although Waymo’s autonomous fleet rapidly scaled in 2024 in cities like Phoenix
and San Francisco, adoption remains geographically constrained and far from a nationwide
transformation.

The long-term evolution of fleet ownership and mobility trends will reshape demand for
insurance products across multiple lines of business. As autonomous fleets and shared
mobility solutions reduce personal vehicle ownership, insurers managing both personal and
commercial auto portfolios will need to navigate new dynamics. Personal auto risk pools
may shrink, necessitating innovative strategies to retain customers. Insurers that transition
personal auto customers to mobility-oriented or commercial products will be better
positioned to maintain relationships while meeting changing needs.

Looking ahead, the expansion of autonomous and connected fleets will fundamentally
reshape the insurance market, requiring tailored risk solutions across multiple lines of
business. Insurers must proactively address these changes to maintain relevance and
profitability. That said, the autonomous future may look very different from the seamless,
fully self-driving ecosystems envisioned by futurists, as adoption patterns and operational
realities vary significantly across regions and use cases.

To evolve coverage for autonomous and connected fleets, insurers should:

e Develop specialized liability products to address shifting exposures, including product
and cyber liability for manufacturers, technology providers, and fleet operators.

e Leverage real-time data and advanced analytics to enhance underwriting, refine pricing
models, and improve claims management.

e Collaborate with OEMs and technology providers to design innovative solutions that
align with emerging mobility and operational trends.
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9. Unlocking the potential of insurtech innovation

nsurtech remains a presence in the insurance landscape, providing carriers with

opportunities to collaborate with startups, invest in emerging technologies, and monitor

shifts in a competitive and evolving ecosystem. While much of the early focus in
insurtech was on personal lines, attention is shifting toward commercial lines, where the
complexity of risks and inefficiencies in processes create opportunities for meaningful
innovation. As carriers work to enhance operational efficiency and navigate cost pressures,
insurtech partnerships may play a role in achieving transformation and competitive
advantage.

Advancements in insurtech are enabling carriers to modernize core functions like
underwriting, pricing, and claims management. Startups such as Akur8 and
hyperexponential are advancing actuarial workflows, automating pricing models, and
processing large datasets to enable faster, more precision pricing. Platforms like
Ledgebrook are improving efficiency in the E&S market, digitizing manual workflows and
streamlining processes through rate-quote-bind.

As highlighted in Exhibit 12, funding for commercial insurtechs has risen, particularly in
early-stage Al-driven startups focused on underwriting, claims management, and specialty
insurance. Investments in platforms like Coterie and Sixfold Al demonstrate a growing
emphasis on leveraging technology to address inefficiencies and unlock growth
opportunities across the insurance value chain.

Exhibit 12 — Commercial lines insurtechs drove funding in 2023-2024, in addition to
the insurtechs focused on underwriting segment
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Artificial intelligence, particularly GenAl and LLMs, plays a central role in driving these
advancements. GenAl is enabling insurers to analyze vast datasets, delivering more
accurate risk assessments and uncovering actionable insights in underwriting. For example,
technology platform Planck is leveraging Al-driven technologies to streamline data
collection, automate processes, and provide real-time underwriting intelligence. Notably,
Planck was acquired by Applied Systems in July 2024 for an estimated $300 million. In
claims management, GenAl and LLMs are streamlining processes, detecting fraud, and
expediting resolutions to improve the policyholder experience. In sales and distribution,
companies like Herald have created digital infrastructure that connects brokers with various
commercial insurance carriers through a single API. This enables brokers and carriers to
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collaborate seamlessly, streamlining the process of offering commercial insurance quotes.
Herald announced a $12 million Series A funding round in November 2024, co-led by
Lightspeed Venture Partners and Brewer Lane Ventures with Afore Capital and Underscore
Venture Capital participation.

We are seeing the most effective applications focus on solving targeted challenges within
the insurance value chain rather than deploying generalized solutions. Carriers embedding
GenAl and LLMs into their operations are achieving significant improvements in efficiency
while maintaining the critical role of human expertise.

Insurtech is also expanding access to underserved and specialty markets, such as cyber and
private flood insurance. Startups like Coalition and At-Bay are developing tailored cyber
insurance solutions to address the growing risks of ransomware, regulatory compliance
challenges, and operational disruptions. In private flood insurance, platforms like Neptune
Flood and Floodbase are leveraging advanced technology to deliver more precise risk
segmentation, faster policy issuance, and expanded coverage in areas underserved by
admitted markets. These examples underscore the potential for insurtech to address gaps
in coverage and meet growing demand in high-need areas.

As the insurtech market matures, there has been a shift from rapid growth to sustainable
business models and disciplined underwriting. Startups with deep insurance expertise are
outperforming their peers by delivering solutions that align with industry-specific needs.
This evolution is fostering stronger partnerships between carriers and insurtech firms,
enabling carriers to adopt advanced technologies while maintaining operational stability
and leveraging their own scale and expertise.

Despite these advancements, foundational challenges persist. Many carriers still face the
limitations of legacy systems, siloed data, and inefficient workflows, which hinder the ability
to fully leverage insurtech innovations. Addressing these challenges is essential to
maximize the value of new technologies. By modernizing core systems, improving data
quality, and fostering a culture of innovation, carriers can position themselves to unlock the
full potential of insurtech and drive long-term success.

Looking ahead, insurtech innovation offers commercial insurers the opportunity to address
inefficiencies, improve client experiences, and expand into underserved markets. By
focusing on strategic partnerships, investing in advanced technologies, and building the
infrastructure to support them, carriers can navigate a rapidly evolving market and
maintain a competitive edge.

To unlock the potential of insurtech innovation, insurers should:

e Collaborate with insurtech startups to address complex challenges and emerging risks.
Partnerships allow carriers to adopt cutting-edge technology while leveraging their own
scale and expertise to maximize impact.

e Modernize legacy systems and create a strong data foundation. Upgrading core
systems and improving data quality are essential to support advanced insurtech tools
and ensure seamless integration.

e Foster a culture of innovation to equip teams for adapting to new technologies. Flexible
processes and decision-making frameworks enable insurers to respond quickly to
evolving market dynamics.
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10. Preparing for Macroeconomic Shifts: Challenges and
Opportunities Ahead

shaped by fluctuating inflation, geopolitical instability, and evolving business needs.

While inflation has recently stabilized, with rates hovering around 2.7% as of
November 2024, future trends remain unpredictable. Potential tariffs, ongoing global
conflicts, and volatile trade agreements could reignite cost pressures, significantly
impacting claims costs and reinsurance pricing, while creating challenges in managing
portfolio profitability.

The commercial insurance industry is navigating a period of economic uncertainty

This uncertainty reflects the VUCA framework (volatility, uncertainty, complexity, and
ambiguity), requiring insurers to adopt agile and forward-looking strategies to build
resilience. Carriers must proactively monitor economic developments to mitigate risks
while positioning themselves to capture opportunities in emerging markets and segments.

Broader macroeconomic shifts are also reshaping demand for commercial lines insurance.
Supply chain disruptions and commodity price volatility are elevating risks for industries
such as logistics, manufacturing, and construction, driving demand for tailored solutions
that address business interruption, cargo, and inland marine exposures. Meanwhile,
economic challenges are prompting some businesses to reassess their insurance needs,
potentially reducing coverage levels or renegotiating terms to manage costs. For insurers,
this creates both opportunities to deepen client relationships through risk advisory services
and risks to policy retention as businesses optimize expenses.

The rise of renewable energy and the electrification of transportation are also creating shifts
in demand for commercial insurance. As businesses invest in renewable infrastructure and
electric vehicle fleets, carriers must adapt their underwriting strategies to address emerging
risks, such as battery storage hazards, cyber vulnerabilities, and operational downtime due
to energy grid disruptions. These evolving trends require insurers to develop products that
align with the changing risk profiles of their clients.

Reinsurance costs are another critical factor for commercial insurers navigating
macroeconomic volatility. As reinsurers face higher capital costs and NatCat losses, their
pricing has risen significantly, creating additional pressure on insurers to balance
profitability with affordability for policyholders. These challenges are forcing carriers to
reassess their pricing strategies and consider portfolio optimization to mitigate the impact
of reinsurance pressures on their overall performance.

To address these challenges, commercial insurers must adopt a proactive approach to
macroeconomic uncertainty. Scenario planning can help carriers anticipate a range of
outcomes, from inflationary spikes to shifts in business investment and supply chain
dynamics, enabling them to adjust underwriting and product strategies accordingly.
Strategic portfolio optimization, such as targeting growth in renewable energy or
underserved segments like small business insurance, can help insurers align with evolving
client needs while maintaining profitability.

Looking ahead, insurers must focus on building strategic risk intelligence and anticipatory
foresight to navigate macroeconomic volatility effectively. By leveraging advanced analytics,
carriers can refine their understanding of economic trends and business behavior, tailoring
offerings to meet emerging demand while ensuring financial resilience. Developing these
capabilities will enable insurers to better manage uncertainty, adapt to shifting conditions,
and identify emerging risks and opportunities. For further guidance, BCG’s approach to risk
management in uncertainty offers strategies to help insurers strengthen decision-making
and navigate evolving challenges.
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To prepare for macroeconomic shifts, insurers should:

e Leverage scenario planning to anticipate and adapt to uncertainty. Modeling multiple
economic outcomes will help insurers adjust pricing, coverage strategies, and risk
profiles to remain resilient.

e Monitor key economic indicators and operationalize responses. Setting clear triggers,
such as inflation thresholds, enables insurers to act quickly by running rate indications,
adjusting portfolios, or repricing as conditions evolve.

e Prioritize agility to respond quickly in a changing environment. Building flexible
processes and decision-making frameworks allows insurers to adapt effectively to
emerging trends and evolving market dynamics.

Charting the Path Forward for 2025 and Beyond

As insurers navigate a rapidly changing landscape, 2025 will bring a mix of challenges and
opportunities that will redefine personal lines insurance. From scaling Al solutions and
enhancing personalization to adapting distribution models and addressing affordability
pressures, carriers must strike a balance between innovation and operational resilience. At
the same time, persistent macroeconomic uncertainty—shaped by inflation, geopolitical
tensions, and evolving consumer behavior—will demand agility, adaptability, and a
proactive approach.

To succeed in this environment, insurers must look beyond reacting to immediate
challenges and focus on shaping their strategies for the future. Those who embrace bold
decisions, leverage data-driven insights, and invest in building resilience will emerge as
industry leaders. By anticipating trends, innovating across the value chain, and fostering
strong customer and agent relationships, insurers can position themselves to thrive in a
competitive and rapidly evolving market.
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