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HARD MARKET
UNDERSTAND WHAT IT MEANS AND
HOW IT IMPACTS YOU
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Q: What is a hard market and what can I expect?

A: a hard market is a period of time when there is a high demand for insurance, but a lower supply of
coverage available. Typically driven by decreased access to capital for insurance companies and stricter
guidelines for insurance policies. What it means to you?
• insurance rates and premium often rise
• the amount of capital investors are not willing to provide decreases
• the number of insurance providers in the market decreases (less supply)
• coverage restrictions or exclusions are more likely
• insurance companies may non-renew policies that are less favorable
• the insurer may require more information for your policy’
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What causes a hard market?

A: A string of natural disasters and the residual effects of the economic downturn have been the main
causes for changes in the insurance cycle from soft to hard market conditions.
Commons causes include:
Catastrophic losses: Floods, hurricanes, wildfires and similar disasters are increasingly common.
Claims costs: Claims are increasing in both frequency and severity year over year.
Reinsurance: Reinsurance is insurance coverage for insurance companies. However, reinsurance is becoming more expensive to
obtain, which is causing insurance providers to increase their rates. Specifically for 2020, headwinds of a hard market shift were well
underway prior to COVID-19 and the economic volatility associated with it. Rising catastrophic claims and lower than normal rates
started the trend towards a hard market in 2019.
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How long does a hard market last?

A: There is no magic calendar; however, once insurance companies begin to see improved margins
(due to higher premiums and/or lower losses), investment income improves and investors start seeing
similar positive results; therefore, insurance once again starts looking like a stronger investment, which
attracts more capital. Typically as the capital supply starts to catch up with the demand, pricing and
restrictions loosen.
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Why is my premium going up when I have had no claims?

A: The primary reason is that insurance carriers are incurring more claims and expenses on an overall
basis, and perhaps more than they are earning from premiums.
An increase in losses and claims drive the need for increased pricing across the board for insurance
providers.
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