
 

08 December 2022 

Swiss Re Institute – sigma research    1

 

Economic Insights 
Hurricane Ian to add pressure in an already hardening re/insurance market  

 

Issue 29/2022 

In a nutshell 
Hurricane Ian will add to profitability pressures in non-life re/insurance. 
The impact will extend beyond Florida and add to pre-existing drivers 
of rate increases such as claims inflation. Capacity is limited as year-to-
date equity markets have declined, interest rates have risen, 
uncertainty around secondary perils and climate-change effects 
remains, and there are constraints on new sources of capital. This 
against a backdrop of six years of elevated insured property losses, 
after five years of below-average losses. At the same time, higher 
replacement values and risk re-assessments will likely raise demand.  

 

Hurricane Ian's landfall as a category 4 storm in Florida, and as category 1 in South 
Carolina at the end of September triggered estimated insured losses of USD 50-65 
billion.1 That makes Ian the second costliest catastrophe loss event ever for the 
insurance industry after Hurricane Katrina in 2005, and brings total insured losses 
from natural catastrophe events in 2022 year-to-date to roughly USD 115 billion, 
well above the 10-year full-year average of USD 81 billion. Several hazards 
contributed to the damage wreaked by Hurricane Ian: wind, storm surge and 
torrential rainfall. Losses may be amplified by a surge in demand due to already-
strained construction and motor supply chains, and Florida’s unique litigation 
environment. In 2021, Florida accounted for just 7% of homeowners’ claims in the 
US but 76% of homeowners’ lawsuits against insurers.2 The impact on an already-
strained re/insurance market in Florida will likely be significant and extend globally. 

The upcoming renewals come on the back of a period of elevated catastrophe 
insured losses in 2017-2022, after a benign period from 2012 to 2016. The latter 
led to industry underestimation of ever-growing property exposures due to a rise in 
values at risk in exposed locations, and continued urban sprawl and economic 
growth, all against a backdrop of hazard intensification as the planet warms. Peak 
perils like tropical cyclones came back with vigour, with Hurricanes Harvey, Irma 
and Maria (HIM) in 2017, Typhoons Jebi, Hagibis and Trami in 2018 and 2019, 
Ida in 2021, and Hurricane Ian this year. At the same time, secondary perils 
triggered recurring multi-billion dollar loss events – such as the Californian wildfires 
in 2017, 2018 and 2020 – due to increased values at risk. Even before Ian, 
however, our expectation was that supply and demand for reinsurance would 
converge at higher prices as the market adjusts to underpriced risks, and also due 
to constraints on capital (see Figure 2). Starting in 2021, economic inflation 
impacted prices in nominal terms and generated more demand for higher nominal 
reinsurance limits. This is in stark contrast with reinsurance supply trends. Some 
reinsurers have been actively shrinking property cat exposures or exiting the 
segment altogether,3 and carriers are actively managing limits, making capacity 

         
1 Includes National Flood Insurance Program (NFIP). The foregoing estimates are subject to uncertainty and may be subsequently adjusted 
as the claims notification and assessment process continues.  
2 "Property Insurance Stability Report", Florida Office of Insurance Regulation, 1 July 2022. Data from the National Association of Insurance 
Commissioners' Market Conduct Annual Statement. 
3 "Global Reinsurance: More Stable and Improved Results Following Shift from Property Catastrophe Risks", AM Best Market Segment 
Report, 31 August 2022. 

Key takeaways 
• Hurricane Ian is an estimated  

USD 50-65 billion loss event. 

• It adds to strains on reinsurance 
capacity for upcoming renewals. 

• Capacity has been further 
constrained as re/insurers assess 
exposures and model uncertainties. 

• Also, potential new entrants are 
hesitant after six years of elevated 
catastrophe insured losses. 

 

 

About Economic Insights 
Analysis of key economic  

developments and their implications  

for the global re/insurance industry. 

 
Managing Editor 

Jérôme Haegeli 

Swiss Re Group Chief Economist 

 
Authors 

Lucia Bevere 

James Finucane 
Roman Lechner 
 

We welcome your feedback. For any 

comments or questions, please  

contact: institute@swissre.com  

mailto:institute@swissre.com


 

 

©2022 Swiss Re. The content of this report is subject to copyright with all rights reserved. The information may be used for private or internal purposes, provided 

that any copyright or other proprietary notices are not removed. Electronic reuse of the content of this report is prohibited. Reproduction in whole or in part or use 

for any public purpose is only permitted with the prior written approval of Swiss Re, and if the source reference is indicated. Courtesy copies are appreciated. Swiss 

Re gives no advice and makes no investment recommendation to buy, sell or otherwise deal in securities or investments whatsoever. This document does not 

constitute an invitation to effect any transaction in securities or make investments. Although all the information used in th is report was taken from reliable sources, 

Swiss Re does not accept any responsibility for the accuracy or comprehensiveness of the information given or forward looking statements made. The information 

provided and forward-looking statements made are for informational purposes only and in no way constitute or should be taken to reflect Swiss Re’s position, in 

particular in relation to any ongoing or future dispute. In no event shall Swiss Re be liable for any loss or damage arising in connection with the use of this 

information and readers are cautioned not to place undue reliance on forward-looking statements. Swiss Re undertakes no obligation to publicly revise or update 

any forward-looking statements, whether as a result of new information, future events or otherwise. 

www.swissre.com/institute/ Swiss Re Institute – sigma research    2

 
Economic Insights 
Hurricane Ian to add pressure in an already hardening re/insurance market 

Figure 1 (left) 

GDP and reinsurance capital, 

(2018 =100) 

 

Figure 2 (right) 
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relatively scarce. Another reason for the decline in traditional capital (we estimate 
that reinsurance capital declined 30% through the first three quarters of 2022) has 
been a broad-based drop in asset values. Even after adjusting for unrealised losses 
due to interest rate changes, exposures (as proxied by GDP) are rising faster than 
reinsurance capital (see Figure 1). 

* adjusted for unrealised gains/losses on fixed income securities 
** latest value is 1H22 
*** 2022 full year estimate 

Source: (Fig 1) Aon Reinsurance Solutions, Swiss Re Institute (SRI); (Fig 2): Guy Carpenter, SRI  

Historically, significant catastrophe events have sparked an influx of fresh capital, 
with alternative capital (AC) like insurance-linked securities offering a quick supply 
response, this moderating market cycles. AC now provides most of the retrocession 
market. However, levels of AC have stalled since 2018 following the high claims 
from HIM in 2017 and above-average catastrophe loss years since. ILS structures 
have become more exposed to loss creep and coverage disputes, and ILS investors 
are hesitant to commit fresh capital to natural catastrophe risks ahead of what could 
be another heavy-loss year, with economic inflation adding to valuation and pricing 
uncertainty.4 Globally, modeling gaps persist, profitability hurdle rates have risen 
with higher yields and spreads, and a significant amount of retrocession capacity 
(mostly AC) is trapped and may not be fully replenished for the 1 January renewals. 

As higher exposures encounter shrinking risk appetite, rising prices and tighter 
terms and conditions are an expected outcome. The prospect of still-elevated 
catastrophe losses and constrained capacity comes as geopolitical, economic and 
environmental uncertainties remain omnipresent. Among others, these include loss 
uncertainty in specialty lines related to the war in Ukraine, the threat of a systemic 
cyber event, and the prospect of a renewed surge in COVID-19 as the northern 
hemisphere heads into winter. 

         
4 "Millette: ILS cat paradigm is “broken”; wholesale rethink required", The Insurer TV, 13 October 2022. 
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