
General trends
After three renewal campaigns marked by double-
digit price hikes and significant capacity withdrawals, 
the upswing has begun to stall for renewals in the 
first half of 2022. Economic inflation and double-digit 
increases in the cost of reinsurance treaties have kept 
the anticipated premium increases to single digits, 
whether through pricing increases or revaluations of 
capital bases.

Three factors characterize the current market:

1. Underwriting discipline with the growing power 
of the insurers’ Technical divisions, but also their 
Legal divisions. These Legal divisions have entered 
the game due to the numerous Covid Business 
Interruption claims that revealed certain legal 
flaws in the policies;

2. Insurer participation remains at lower levels than 
before the market recovery due to an aversion to 
volatility with regard to:

 • systemic risks such as natural, health or cyber 
events, supply chain disruption, or political 
violence;

 • major or aggravated risks with three adverse risks 
which mark the current period:

 ң automated storage systems, especially horizontal 
picking systems such as Ocado, Autostore or 
Miniload, where the configuration favors fire 
propagation;

 ң photovoltaic panels on rooftops due to fire and 
weather risks;

 ң units for the manufacture, storage or use of 
lithium-ion batteries.

The management of these risks requires robust 
Prevention support for our clients.

3. Economic inflation (see focus below).

We are, nevertheless, seeing signs of an end to the 
crisis:
 • Price increases slowing down or even coming to 

a standstill 
 • Arrival of new capacity: four new players have 

entered the French market and the rise of BHSI, 
which arrived at the end of 2019. This influx of 
capacity is typical of all hard market exit phases

 • Return of competitiveness in the middle market
 • Overplacing: many overplacing situations have 

been seen since January 2022

 • Long-term agreements: the return of 2 to 3-year 
agreements

 • Increase in financial interest rates that may lead to 
profit leverage for carriers.

Market capacity
Market capacity, which was estimated at €5.5bn 
in 2020 before the “supply crisis” began, has been 
reduced by 30% overall to just under €4bn, keeping 
the market in a situation of theoretical overcapacity. 
There remains the problem of triggering capacity 
on volatile exposures. While the move towards a 
reduction in shares that began in Q2/Q3 2020 has 
continued into 2022, it now appears to be stabilizing, 
with some insurers even increasing their participation 
slightly. We do not anticipate a decline in individual 
capacity for 2023, and we may even see an increase 
in global capacity due to the arrival of new players, 
which could represent around €100m of additional 
capacity overall.
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Developments in coverage
Insurers and reinsurers are tending to reassess the following types of coverage. 
Diot-Siaci is committed to combatting the move towards excluding or downgrading 
coverage:
 • Physical damage following a Cyber event: under pressure from Treaty reinsurers, 

the markets are increasingly unanimous in excluding physical damage following a 
cyber attack except in the case of fire or explosion. However, this extension is not 
always granted for all cyber acts to which our clients may fall victim. The reasons 
for this are as follows:

 ң Neither the Cyber line nor any other line sufficiently covers the physical damage 
resulting from these acts, leaving the insured in a coverage hole.

 ң The feared physical damage scenarios in case of a cyber attack are a disruption, 
which for a number of reasons, will lead to a physical damage situation. 

For this last reason, we are convinced that physical damage exclusion clauses will not 
hold up legally if a claim is made. At most, proportional rules would apply to take any 
aggravation into account.
 • Reduction, or even exclusion, of coverage of “Strikes, Riots, etc.” in some countries. 
 • Increasing restrictions on “supplier failure” coverage (in particular unnamed and/

or tier 2 suppliers or higher) and “denial of access” including for “administrative” 
reasons.

 • Emergence of: 

 ң “Wildfire / Bushfire” limits on exposed accounts due to the 2020 and 2021 loss 
experience on this peril;

 ң hail, following the recent events in France;

 ң energy supply shutdown: faced with potential energy shortages, in the context of 
the war in Ukraine, an exclusion of consequences of potential gas cuts has been 
appearing for few weeks through reinsurance markets. If we do understand the 
exclusion of Non Damage BI (both ND_BI & ND_CBI), the physical damages which 
would arise in case of such gas shutdown may definitely remain insured. This 
reasoning would be the same for shutdown of any other fuel or electricity power 
supply.

Pricing trends
We are seeing some renewals at unchanged premium rates but this impression of 
pricing stability is misleading with increases of a few percent offsetting economic 
inflation as well as the sharp rise in the cost of reinsurance treaties. 

The first half of the year did not see any losses with an individual impact of more 
than $10 billion (unlike 2021 with Uri in Texas), many secondary events led to 
a higher trend than that of the already very eventful first half of 2020. It is worth 
remembering the hailstorms in France from May 20 to 23, then June 2 to 5 and finally 
June 18 to July 4 for an estimated total of €3.9 billion (which is considerable). On an 
international level, there was the earthquake in Japan (Honshu in March: $2 to $4 
billion), the winter storms in Western Europe (February: $3.2 to $5.4 billion), the April 
flood in South Africa and the drought in Brazil, all of which gave rise to more than 
$1 billion each.

For the Half 2 to date, the Hurricane Ian in South East of USA has had a strong impact 
end of september. The insured loss are estimated from 30 to more than 40 M$, that 
does rank Ian as one of the most costly hurricane of the history for insurance markets. 
That may well encourage Treaty reinsurers to increase their rates, more than outed in 
Monte Carlo early september.
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Inflation is high, almost 6% in France in July 2022 over one year. We were 
already seeing this phenomenon at the end of 2021 due to the shortage of raw 
materials and the overheating of the economy as we emerged from pandemic.

The sustainability of this phenomenon is a hot topic given the proactive policy 
of the central banks which are sharply raising their interest rates in order to 
curb consumption and contain inflation. 

However, this situation impacts in a number of ways on Property insurance 
even though this is a so-called «short» line where inflation has less of an 
impact when it comes to extrapolating losses over the medium or long term. 

This phenomenon affects Property insurance in a number of ways:

 • A direct impact on the insurance economy arising from the increase in 
insured values, with no change in the level of the premiums payable by the 
insured population, which is detrimental to the policyholder.

 • An increase in losses and the volatility of these losses for insurers, which 
is detrimental to them, especially in a period when volatility is precisely the 
sworn enemy of risk carriers.

 • Economic pressure on companies due to the increase in bank interest rates 
and the negative impact on their margins. That leads to a reduction of 
leeway for general management to tolerate new increase of premium, but 
also to invest for both new project or fire protection systems.

 • Increased pressure from risk carriers on risk representation. Capital 
valuation had already been on the market’s radar since the start of the hard 
market in late 2018. This episode of inflation, coupled with the occurrence 
of losses in the market which revealed deficiencies in capital reporting, 
is causing insurers to tighten up their requirements in respect of capital 
reporting discipline. 

Faced with this situation, Diot-Siaci works alongside its clients to: 

 • Assist them (using digital tools) and advise them on capital reporting, a 
discipline that needs to be improved across the board.

 • Defend contractual benefits: waiver of the average rule, value fluctuation 
clause.

 • Negotiate with insurers to mitigate the effects of inflation. It should be 
noted that, for good risks, the application of market indexes above inflation  
(IRI +10,7% in october 2022) must be compensated, at least in part by 
pricing adjustments, to curb the mathematical inflation of premiums.

THE PROBLEM OF  
ECONOMIC INFLATION

3WHITE PAPER



DIOT-SIACI’S EXPERTISE

What is our operational technical 
expertise?
Diot-Siaci’s Property Damage Division will work with you to provide solutions 
to suit your needs: definition and negotiation of insurance contracts, 
implementation of policies in France and abroad, claims management and 
implementation of prevention measures.

With an ongoing search for innovative coverage and structures: supply chain 
disruption, Nat Cat excess, parametric climate solutions in conjunction with the 
Analytics & ART team, alternative arrangements, interface with the Political 
Risks team for political violence and terrorism placements, and packaged 
solutions in Renewable Energies.

How do we assist and support you? 
We work with all companies who care about protecting their property and their 
results, across all business sectors.

We customize our response to protect the assets and operations of large 
companies, mid-caps, SMEs, and professionals.

What can we offer you?
We provide a risk analysis and placement service as well as the administration 
of your insurance programs covering property damage and consequential 
operating losses that may result from any random peril such as fire, explosion, 
machinery breakdown, theft and vandalism, acts of terrorism, etc. We also 
cover the financial consequences of these events.

What makes us different?
In the immediate but also the long-term interests of our clients, we demand 
high technical and financial standards with respect to the markets, but above 
all from ourselves, while maintaining a partnership with the risk carriers. 
We are passionate about the efficiency of the solutions delivered, but also 
their durability, to guarantee the most sustainable underwriting possible, 
as the volatility of insurance conditions and doubts over insurability are 
counterproductive for the Insured.

Our organization combines a Property Damage sector under the responsibility 
of Matthieu Romet with the support of the Prevention, Analytics and 
Reinsurance teams of the ACSP Division, where the Property Damage team is 
based. This support is provided across all technical lines.

85 employees including 
68 in Property (Production 

and Claims) and 
8 Prevention engineers

400 
clients

Approximately €400 
million in premiums 

collected

500+ policies ran-
ging from mid-caps 

to many CAC 40 
accounts

Frédéric Durot
Director of Analytics, 
Consulting, Solutions 
and Placements

Matthieu Romet
Director of Property 
Damage
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No. 2 in the French market on the SBF120 and leader in some sectors, including Distribution, 
with strong positions in some industries: renewable and conventional energy, the nuclear 
sector, agri-food, logistics, and automobile and railway construction.


