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The global reinsurance industry reached a tipping point during the 
January 2023 renewals as their bargaining power vis-à-vis their 
cedents moved substantially in reinsurers’ favour. Most notably, 
property and specialty lines entered into a hard market. As a result, 
Fitch Ratings expects underwriting margins after retrocession to 
expand by 4pp on average in 2023. 

Hard Property and Specialty Markets 
The unparalleled concurrence of seismic shifts in the macro-
economic environment, high geopolitical uncertainty, persistently 
high natural catastrophe claims and capacity limitations led to a 
sharp increase in premium rates and, equally as important, a 
tightening of terms and conditions rarely seen in this market before.  

Price increases of 20%-60% were observed in most property 
markets, which had been affected by natural catastrophe events in 
2021 or 2022. In the US, which had been hit by hurricane Ian, prices 
sometimes even doubled. Retrocession (retro) prices moved up in 
lockstep. The Russia-Ukraine war led to price increases of 50% or 
more in affected specialty lines such as political risk and aerospace.  

Reinsurance Capital Down on Asset Losses 
We estimate that the reinsurers’ aggregate accounting capital base 
declined by around 15% in 2022 largely due to mark-downs on their 
fixed income portfolios on the back of rising interest rates. This is 
likely to have reinforced reinsurers’ underwriting discipline despite 
higher interest rates having a neutral to positive impact on 
economic and regulatory capital in 2022.  

In 2022, capital inflows into the alternative capital space remained 
below the levels seen in the previous two years. This negatively 
affected capacity in the retro market and added pressure on rates. 
Disappointing returns for the past five years and the risk of trapped 
capital led to outflows in collateralised programmes in favour of 
catastrophe bonds. However, Fitch expects capital inflows to 
accelerate in 2023 as trading conditions improve. 

Natural Catastrophe Claims Stayed High in 

2022 
In 2022, Fitch believes that a series of secondary peril events across 
North America, Europe and Australia, and hurricane Ian in Florida 
caused insured natural catastrophe claims of about USD120 billion. 
This would make 2022 the third-costliest year, after 2017 and 
2005, for the (re)insurance industry with respect to weather-
related events.  

Cedents found it increasingly difficult to place natural catastrophe 
risks with reinsurers raising the question of insurability of property 
catastrophe risks during the January 2023 renewals process. 

 

‘The unique mix of very high inflation, 
monetary tightening, the Russia-Ukraine war 
and ever-rising natural catastrophe claims has 
led to an upward step change in the pricing of 
reinsurance covers in property and specialty 
during the January 2023 renewals.’   

Robert Mazzuoli, CFA, Fitch Ratings 
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Prices Sharply Up in Property and Specialty 
The January 2023 renewals were characterised by significant price 
increases across the board and tighter terms and conditions, 
serving as a market reset in property and select specialty lines of 
business. Cedents experienced substantially higher retentions, 
reduced limits and increased attachment points. However, the 
initiative of some reinsurers to move from all-perils to named perils 
covers did not get much traction during the renewals. Still, 
reinsurers demonstrated strong underwriting discipline leading to 
a more sustainable level of profitability after five disappointing 
years. 

Property markets, which had suffered from heavy natural 
catastrophe activity recently, including those in the US, France, 
Germany and Australia, saw prices move up by 20%-60%, in some 
cases even 100%. Climate change, high inflation rates for repair 
work and spare parts, and rising insured values and wealth all 
contributed to a sharp increase in claims inflation. Limited retro 
capacity added to the upward pressure on prices for property 
covers. Some reinsurers partially or completely withdrew from the 
property catastrophe market to limit earnings volatility, while new 
capital flows remained low in 2022 and demand increased. We 
believe the price dynamics also mirror a catch-up effect as price 
increases achieved by the reinsurance industry since 2017 have 
been insufficient to protect underwriting margins. 

  

Selected specialty lines, such as aerospace and political risks, 
including civil unrest and war, were also confronted with limited 
available capacity. As a result, prices moved up by 30%-60% for 
loss-free programmes and 50%-200% in loss affected ones. The war 
in Ukraine was the main trigger. 

Trade credit also saw double-digit price increases as claims 
frequency started to rise to more normal levels after the expiry of 
fiscal support programmes in the wake of the coronavirus pandemic 
in many developed markets.  

 

The January 2023 renewals for casualty lines of business were 
conducted in a more orderly fashion as underwriting margins in the 
underlying direct business as well as for excess-of-loss treaties 
remained healthy in 2022 after a significant price correction in 
previous years. Nevertheless, prices increased by around 5% on 
average as reinsurers wanted to make sure prices remain adequate 
should claims inflation pick up in 2023 due to a spill-over from 
economic inflation or an acceleration of social inflation. Ceding 
commissions for casualty and professional liability quota-share 
business were down 1pp-2pp after having peaked at the mid-year 
2022 renewals. 

  

Underwriting Margins to Improve in 2023 
We expect underwriting margins of our rated global reinsurance 
universe to improve by around 4pp in 2023 on the back of 
significant price increases, tighter terms and conditions, and the 
withdrawal of cover related to the war in Ukraine. Claims inflation 
should remain high, driven by a sustained high level of economic 
inflation, a potential pick-up in social inflation and climate change. 
However, price adjustments achieved in the 2023 renewals season 
should be sufficient to compensate for claims inflation and provide 
some buffers for unforeseen events.  

Better underwriting margins should also provide some wiggle room 
for dealing with the large amount of unrealised losses on the 
reinsurers’ bond portfolios. Accelerating the turnover of fixed-
income portfolios would allow reinsurers to benefit from higher 
reinvestment yields more quickly while the realised investment 
losses would then be absorbed by higher technical profits. 

0 10 20 30 40 50 60 70

US cat

Australia cat

France cat loss-hit

Germany cat

UK cat

Graphs indicate price ranges
Source: Fitch Ratings, broker reports

Risk-Adjusted Price Changes - Property
(January 2023, loss-free)

(Premium rate development, %)

0 20 40 60 80

Aerospace

Cyber

Retro (non-marine) cat

Political risk

Trade credit

(%)Graphs indicate price ranges
Source: Fitch Ratings, broker reports

Risk-Adjusted Price Changes - Specialty
(January 2023, loss-free)

0 2 4 6 8 10 12 14

US general TPL

US healthcare liability

US professional liability

International casualty

International Motor TPL

(%)
TPL: Third-party liability 
Graphs indicate price ranges 
Source: Fitch Ratings, broker reports

Risk-Adjusted Price Changes - Casualty
(January 2023, no loss emergence)

Not for redistribution



 

Special Report  │  10 January 2023 fitchratings.com 3 

 

  

 
Insurance 

Reinsurance 
Global 

Fixed-Income Losses Depress Reinsurance 

Capital 
The steep rise in interest rates in 2022 has led to mark-downs on 
large parts of reinsurers’ bond portfolios. Fitch estimates that this 
caused accounting capital to shrink by around 15% in 2022 due to 
the accounting mismatch between assets and liabilities in many 
jurisdictions. However, the impact of higher interest rates on 
economic and regulatory capital has been neutral to positive, and 
we do not consider the industry’s capitalisation to have suffered 
materially. Traditional reinsurers did not show a heightened 
issuance of new capital in 2022 as financial market conditions 
remained challenging and solvency capital robust. We believe the 
decline in accounting capital will have reinforced reinsurers’ 
underwriting discipline during the January 2023 renewals as 
important stakeholders, such as investors, may still assess the loss 
in accounting capital negatively.  

Fitch expects alternative capital to have stagnated in 2022 as 
collateralised programmes continued to suffer from trapped capital 
(capital or collateral remains frozen till the final settlement of the 
associated claims) and heightened losses. In contrast to past large 
loss events, hurricane Ian did not trigger significant new capital 
inflows into reinsurance. We believe poor performance for the past 
five years, low reliability of catastrophe models and seemingly more 
attractive investment alternatives given the rise in interest rates 
largely explain why inflows were so low in 2022. We believe this 
may change in 2023 as expected returns have moved up and could 
attract more capital over the course of the year.   

 

Within the alternative capital space, catastrophe bonds gained in 
importance at the expense of collateralised reinsurance 
programmes and sidecars in 2022, continuing a trend that started 
in 2019. Investors stuck to their preferences as catastrophe bonds 
offered higher liquidity, a better performance and a more clear-cut 
definition of what perils are covered.  

In 2022, USD7.5 billion of new catastrophe bond notes were issued 
– markedly below the record USD12.1 billion issued in 2021. 
Outstanding volumes increased by 11% to USD34.5 billion as a 
lower number of maturing programmes needed to be replaced. 
Fitch expects that catastrophe bonds will see high inflows in 2023 
and continue to gain market share in the alternative capital space.  

 

Hurricane Ian Was One of the Costliest 

Catastrophe Events Ever 
We expect insured natural catastrophe claims of around USD120 
billion for 2022, more than 60% above the 10-year average based 
on data from the Swiss Re Institute. Hurricane Ian, which hit Florida 
in September, accounted for around 40% of the total, making it one 
of the costliest natural catastrophe events ever. In addition, a series 
of secondary peril events, such as flooding in Australia, hailstorms 
in France and winter storm Elliott in the US, contributed 
significantly to the insured bill. Climate change and the increase in 
value of insured goods on the back of high inflation and wealth 
creation will continue to drive natural catastrophe claims higher in 
2023 and beyond. 

  

Recent loss events have fuelled once again the debate on whether 
and how the (re)insurance industry can provide sufficient cover 
against natural catastrophe events. Some reinsurers have decided 
to withdraw part or all of their capacity to reduce earnings volatility. 
The lack of capacity has been felt most strongly in Florida, as fraud 
and litigation have made this market increasingly unattractive for 
the reinsurance industry. A bill to amend the situation was signed 
by Florida’s governor in December and existing state funds to cover 
natural catastrophe claims have been increased by USD1 billion.  

Other countries, including France and Spain, have long-established 
state-sponsored back-stop facilities to support the private 
(re)insurance industry in case of extreme natural catastrophe 
events. We believe other countries will follow suit in the medium to 
long term as natural catastrophe events become more frequent and 
severe, while the alternative of imposing mandatory insurance 
covers on households remains unpopular. 
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Neutral Sector Outlook Maintained 
Fitch maintains its neutral sector outlook for the global reinsurance 
sector. This view balances stronger underwriting margins on the 
back of more favourable pricing, terms and conditions with a still 
elevated degree of macro-economic and geopolitical uncertainties, 
high claims inflation, as well as rising natural catastrophe claims 
driven by climate change.  

 

Not for redistribution



 

Special Report  │  10 January 2023 fitchratings.com 5 

 

  

 
Insurance 

Reinsurance 
Global 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER & DISCLOSURES 

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by following this link: 
https://www.fitchratings.com/understandingcreditratings. In addition, the following https://www.fitchratings.com/rating-definitions-document details Fitch's rating 
definitions for each rating scale and rating categories, including definitions relating to default. Published ratings, criteria, and methodologies are available from this site 
at all times. Fitch's code of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available from 
the Code of Conduct section of this site. Directors and shareholders’ relevant interests are available at https://www.fitchratings.com/site/regulatory. Fitch may have 
provided another permissible or ancillary service to the rated entity or its related third parties. Details of permissible or ancillary service(s) for which the lead analyst is 
based in an ESMA- or FCA-registered Fitch Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings 
website. 

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch 
believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information 
from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it obtains 
will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability 
and nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, 
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availabil ity of independent and competent third- party verification sources with respect to the 
particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should understand that neither an enhanced factual investigation nor any third-
party verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy 
of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors 
with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently forward-looking and embody assumptions 
and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that 
were not anticipated at the time a rating or forecast was issued or affirmed. 

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of the 
requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are based on established criteria and methodologies that 
Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The 
rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. 
Individuals identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is 
neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or 
withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not 
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from 
issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, 
Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to 
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with 
any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the 
relative efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers. 

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which authorizes it to provide credit ratings to wholesale 
clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients within the meaning of the Corporations Act 2001. 

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the NRSRO's credit rating 
subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries 
are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in 
determining credit ratings issued by or on behalf of the NRSRO. 

Copyright © 2023 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or 
retransmission in whole or in part is prohibited except by permission. All rights reserved. 

Not for redistribution

https://www.fitchratings.com/UNDERSTANDINGCREDITRATINGS
https://www.fitchratings.com/RATING-DEFINITIONS-DOCUMENT
https://www.fitchratings.com/SITE/REGULATORY
https://www.fitchratings.com/site/regulatory

