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Association (WSIA). This paper does not reflect the opinion of WSIA; rather, its intended use is as a “food for thought” 
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Implications:

• Lowers insurance costs due to the lower Reinsurance rates. 

• Allows people who could not afford coverage to buy it. 

• Market place very competitive. 

• Market share: 
o Compete on price to maintain  
o Increasing to maintain Bottom Line 

• Companies retaining more risk. 

• Lower Return on Investment for the risks they are retaining. 

• Relying on Models to make decisions. 

• Continuing trend of Alternative Capital entering the market: 
o Types of Alternative capital 

▪ Cat Bond Market 

▪ Private Equity Groups 

▪ Pensions 

▪ Hedge Funds 
o Naive new capitol / Unintelligent capitol 

▪ Short Tail Business or Long Tail business 

▪ Create & distribute capacity not destroy it 

• Lack of organic growth will fuel Consolidation/Mergers. 

• In the London market the influx of capacity impacting the reinsurance market. 

• Any capacity shifts could be more regionally based than across the board. 

 
Opportunities:  
 

• Allows multi-Year agreements to lock insureds in at competitive pricing. 

• Capacity is easy to find based in existing and new markets. 

• Market players can offer more coverages for little or no change in pricing. 

• Increased Valuations on Businesses looking to exit. 

• Companies can offer other services to clients to offset pricing reductions. 

• Allows firms to invest more in IT to analyze the book of business. 

• Easy to get exclusivity with new product development. 

• The benchmark for success is lower than it used to be, capacity providers are willing to take more 
risks. 

• Creates a chance to hire employees that might not have been available previously. 

Threats:  
 

• A series of major catastrophes could cause an erosion of surplus. 



 

• Any withdrawal of capital from market will leave insurers in a race to find traditional capital. 

• There may be challenges in getting access to markets because of all the M&A. 

• MGA profitability-lower rates may reduce revenue commissions and profit sharing. 

• There may be an increased chance of regulation with accompanying costs in the form of:  
o Increased public insight 
o Federal Laws  
o State Laws 

• More pressure on exclusivity due to larger wholesalers wanting National authority. 

• Smaller MGA’s at-risk M&A. 

• Vertical integration: 
o Standard Companies buying or starting wholesale operations 

▪ Do they have the knowledge? 

• Higher Interest rates creates less risky market to place money: 
o Better return on bonds  
o Better Interest rates 

• Increase amount of Insurance Risk. 

• An economic downturn could have a substantial negative effect in the current environment. 

• Higher Combined Ratios: 
o Underwriting deterioration  
o Lower investment income 
o Reserve releases 

• If the excess capacity trends continue (assuming rates trends soften) the impacts to respond hurts the 
revenue of the wholesaler. 

• The market continues to see increasing capacity in all areas and from all players and this tread will 
continue. 
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