
News release  

 

Media Relations, Zurich 
Telephone +41 43 285 7171 

Thomas Holzheu, Armonk 
Telephone +1 914 828 6502 

Roman Lechner, Zurich  
Telephone +41 43 285 2344 

Clarence Wong, Hong Kong 
Telephone +852 2582 5644 

Swiss Re Ltd 
Mythenquai 50/60 
P.O. Box 
CH-8022 Zurich 

Telephone +41 43 285 2121 
Fax +41 43 285 2999 
 
www.swissre.com 

  @SwissRe 
 

 

New risks and stronger economic growth will drive liability claims 
costs, says latest Swiss Re sigma study  

• Claims severity and demand for liability insurance will increase 
as economic growth accelerates and because of technological, 
social, and regulatory changes 

• Liability claims have been below trend in the weak economic 
growth environment of recent years, boosting insurers' profits 

• Capital strength and underwriting expertise are competitive 
advantages for casualty insurers 

 

Zurich, 15 September 2014 — Liability claims have been lower-than-
expected in recent years. This has boosted insurers' profitability despite 
declining liability prices, says Swiss Re's latest sigma study "Liability 
claims trends: emerging risks and rebounding drivers". The weak 
economic growth environment has been a key reason for benign 
claims. However, new risks and stronger economic growth will 
increase claims severity and generate more demand for liability 
insurance. 

New risks emerging 
A number of technological, social, and regulatory changes will drive liability 
claims in the near future. Cyber risk and the liability from emerging 
technologies, such as hydrofracking and autonomous cars, may become 
more prominent in claims. Tort reform has dampened claims severity in some 
markets, but the effects were a one-off benefit and will no longer suppress 
claims growth to the same degree. 

Insurers are also concerned about the potential for risk accumulation, in 
which the insured losses from one event affect multiple companies, countries, 
industries or lines of business.  "With global ever-increasing interconnectivity 
– via cyber links and supply chains – the risk of casualty catastrophes is 
rising," explains Jayne Plunkett, Swiss Re's Head of Casualty. 

Claims growth is likely to revert to pre-crisis levels 
Due to economic and social factors such as low inflation, low wage growth, 
tort reform, and improvements in medical care costs, liability claims have 
been lower-than-expected since 2008.  Over the long term, claims growth 
typically outpaces economic growth and the expectation is for a return to 
this more normal growth path, which in turn will push up demand for 
liability insurance. 



 
 

2 

Figure 1: General liability claims incurred as a % of GDP 

 

*Net claims incurred; Germany, France and Italy are direct claims incurred. 

Source: Swiss Re Economic Research & Consulting 

 

Redundant claims reserves from prior-year claims have been another 
factor supporting insurers' profitability in recent years. However, a pick-up 
in liability claims growth will drain reserves, and an accelerated depletion 
of reserves in the case of severe claims could erode the profitability of 
existing books of business. 

Liability risks are challenging to underwrite and price due to their long-tail 
nature, which often results in claims being settled many years after 
business is written. Insurers need to take advantage of their underwriting 
expertise to improve pricing. Likewise, they must maintain capital strength 
to manage the long-tail nature of the business and the rising claims costs, 
such as those from the growing litigation funding industry. 

Big Data and forward-looking modelling 
Insurers need to innovate to capture market opportunities. With Big Data 
and forward-looking models, insurers can perform statistical analysis to 
better understand the key drivers of risks. Predictive models can anticipate 
future outcomes under relatively stable conditions, and forward-looking 
models reflect the cause-effect chain of liability losses. 

"Insurers today have more data available than ever before," says Thomas 
Holzheu, one of the authors of the report. "They can use this to better 
understand complex relationships between observable risk drivers of 
claims frequency and severity, and to maintain underwriting quality." 

  



 
 

3 

Notes to editors 

Swiss Re 
The Swiss Re Group is a leading wholesale provider of reinsurance, insurance and other 
insurance-based forms of risk transfer. Dealing direct and working through brokers, its global 
client base consists of insurance companies, mid-to-large-sized corporations and public sector 
clients. From standard products to tailor-made coverage across all lines of business, Swiss Re 
deploys its capital strength, expertise and innovation power to enable the risk-taking upon 
which enterprise and progress in society depend. Founded in Zurich, Switzerland, in 1863, 
Swiss Re serves clients through a network of over 60 offices globally and is rated "AA-" by 
Standard & Poor's, "Aa3" by Moody's and "A+" by A.M. Best. Registered shares in the Swiss Re 
Group holding company, Swiss Re Ltd, are listed on the SIX Swiss Exchange and trade under 
the symbol SREN. For more information about Swiss Re Group, please visit: www.swissre.com 
or follow us on Twitter @SwissRe. 
 
How to order this sigma study: 
The English, German, French, and Spanish versions of the sigma study 4/2014, "Liability claims 
trends: emerging risks and rebounding drivers", are available electronically on Swiss Re's 
website: www.swissre.com/sigma. The versions in Chinese and Japanese will appear in the 
near future. 
 
Printed editions of sigma No 4/2014 in English, French, German and Spanish are also available 
now. The printed versions in Chinese and Japanese will be available shortly. Please send your 
orders, complete with your full postal address, to sigma@swissre.com. 
 
How to obtain a copy of this sigma media information: 
The English, German, French and Spanish versions of this sigma media information are 

available electronically on Swiss Re's website: www.swissre.com 

http://www.swissre.com/
http://www.twitter.com/swissre
http://www.swissre.com/sigma
mailto:sigma@swissre.com
http://www.swissre.com/
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