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FITCH WIRE

U.S. D&O Insurers See
Deteriorating Performance
Amid Pricing Reversal
Thu 23 Mar, 2023 - 11:45 AM ET

Related Content: U.S. Directors and Of�cers Liability Market Update (Pricing Shift Leads to

Revenue Decline and Higher Loss Ratios)

Fitch Ratings-New York-23 March 2023: A negative shift in pricing for U.S. Director and

Of�cers (D&O) insurance and claims uncertainty in a fragile economic environment will

pressure revenues and drive higher segment loss ratios in 2023, Fitch Ratings says. Direct

written premiums (DWP) for D&O insurance are positioned to extend 2022’s 9% decline,

leading to worsening loss ratios, as heightened competition has reversed pricing

momentum and resulted in lower renewal rates.

https://www.fitchratings.com/site/re/10229220
https://www.fitchratings.com/
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P/C Industry D&O Underwriting Results
Decline in Direct Written Premiums Expected to Continue in 2023

40 %

45 %

50 %

55 %

60 %

65 %

70 %

75 %

80 %

2013 2014 2015 2016 2017 2018 2019 2020 2021 2

58.2 % 58.4 % 66.3 % 65.7 % 77.2 % 74.2 % 74.7 % 73.3 % 64.0 % 68

Loss & DCC Ratio % Direct Written Premium $Mil Direct Earned Premium $Mil

Note: Property/Casualty industry aggregate statutory accounting practices. D&O - Directors and Of�cers. DCC - Defense and cost

containment. 

Source: Fitch Ratings, S&P Global Market Intelligence.
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Director and Of�cers’ underwriting volatility is attributable to longer-term increases in

litigation activity, defense costs and settlement trends, offset by a pandemic-induced

reduction in claims. Federal �lings for class-action lawsuits fell during the pandemic, and

remain over 50% below prior peak levels. However, new sources of risk for D&O claims and

litigation continually emerge as economic conditions amid evolving regulatory and legal

environment, technology and social norms.

Industry D&O direct premiums fell 9% in 2022 driven in part by price competition from

several newer entrants. Aon’s D&O market index indicates that primary market pricing is

down 5% as of 4Q22. This change reverses the trend of improved fundamentals seen from

2018-2021 that resulted in a 134% increase in DWP, driven by double-digit premium rate
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increases and a shift toward more restrictive coverage and underwriting practices.

Aon Quarterly Director and Officers Pricing Index
Negative Pricing Trends Have Accelerated for Policies With Same Limit, Deductible
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Source: Fitch Ratings, Aon Quarterly D&O Pricing Index-Second Quarter 2022.

A more fragile economic environment and persistently high in�ation adds risk to the D&O

market, particularly if more bank failures, business insolvencies or a sharp equity market

downturn materialize. Future sources of D&O claims risk include socio-economic changes,

exposure emerging related to COVID-19, cryptocurrency, cyber risk and other new

technology. Additionally, growing regulatory and compliance obligations expand potential

for litigation tied to ESG, climate risks, and employment practices.

The 10 largest D&O writers are diversi�ed multi-national and domestic commercial

insurers, with approximately two-thirds market share of DWP in 2022 of $13.5 billion. The

top segment writers include AXA-XL with 14% market share and Chubb (9%). Berkshire

Hathaway expanded their D&O premiums by 78% with the 2022 acquisition of Alleghany,

and moved to third largest writer (8% market share).
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D&O Insurance Direct Written Premium and Loss Ratios 

DWP Fell for the Largest Writers and the Industry in 2022

AXA-XL 1,841 -19 62 62

Chubb Limited 1,228 -9 63 64

Berkshire Hathaway 1,080 78 63 66

American International
Group, Inc. 1,068 -12 116 83

Tokio Marine U.S. 915 -6 70 67

Fairfax Financial 788 -9 54 52

W.R. Berkley Corp. 573 -4 54 71

C N A Financial 510 -2 67 63

Zurich North America 490 -6 68 64

Sompo Holdings 456 -17 65 67

Industry Aggregate 13,541 -11 66 65

2022
DWP

YoY %
Change

2022 Direct Loss & DCC
Ratio %

(2020-2022) Direct Loss & DCC
Ratio %

D&O - Director and Of�cers. DCC - Defense and cost containment. 

Source: Fitch Ratings, S&P Global Market Intelligence. 

Related Research:

Dec. 9, 2022: Fitch 2023 Outlook: U.S. Property/Casualty Insurance (December 2022)

https://www.�tchratings.com/site/re/10219515

Aug. 31, 2022: D&O Insurance 1H22 Results Improve, Premium Growth Stalls

https://www.�tchratings.com/site/pr/10210736
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The above article originally appeared as a post on the Fitch Wire credit market

commentary page. The original article can be accessed at www.�tchratings.com. All

opinions expressed are those of Fitch Ratings.
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information), Fitch relies on factual information it receives from issuers and underwriters
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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

veri�cation 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 veri�cations such as audit reports, agreed-upon procedures letters, appraisals,

actuarial reports, engineering reports, legal opinions and other reports provided by third

parties, the availability of independent and competent third- party veri�cation 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 veri�cation 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 �nancial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of �nancial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be veri�ed as facts. As a result, despite any

veri�cation 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 af�rmed.

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 speci�cally

mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have

shared authorship. Individuals identi�ed 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, veri�ed 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
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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 �led 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 ef�ciency

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 �nancial 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
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on Form NRSRO (the 'non-NRSROs') and therefore credit ratings issued by those
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