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Market Segment Outlook:  
US Commercial Property Insurance
AM Best’s outlook for the US commercial property segment remains Stable, owing primarily to 
the following factors: 

•	 Strong risk-adjusted capitalization and sufficient liquidity 
•	 Effective underwriting diligence around capacity deployment, risk selection, and terms and 

conditions 
•	 Pricing decreases have been moderating, although higher-risk properties that have generated 

past losses are still experiencing pricing increases. 

Partially offsetting factors include: 

•	 Increased frequency of severe weather events, particularly from secondary perils and flooding 
•	 Economic inflation, albeit more moderate in recent quarters. 
•	 Inaccurate building valuations, leading to underestimation of risks.

In 2024, the commercial property market experienced a significant increase in written premiums, 
rising 9.9% on a direct basis and 8.3% on a net basis. Premiums continued to grow into 2025 
as rate actions take time to fully earn through the book, though growth in net premiums 
moderated to 4.5% through three quarters of the year as 2025 rate actions moderated. Despite 
the substantial increase in premiums, exposure growth remained modest, reflecting continued 
underwriting discipline across the market.

Strong underwriting discipline was evident in year-end 2024 results as commercial property 
insurers achieved an average profit margin of 8.6%, the highest level in the past decade. Through 
the third quarter of 2025, profit margins continued to improve, exceeding 9%, while the 
combined ratio further improved from 87.9% at year-end 2024 to approximately 85% through 
3Q 2025. These results reflect premium growth, restrained exposure growth, and disciplined 
underwriting, despite early 2025 California wildfires and notable severe convective storm activity 
and wildfires throughout the remainder of 2025. While overall storm activity in 2025 was more 
moderate than in prior years, primary carriers remain focused on maintaining a robust and 
accurate assessment of risks in storm-prone regions.

Accurate valuation of commercial property risks has been a critical driver of improved profitability. 
Although inflation has moderated since mid-2024, correct property valuations remain essential to 
estimating potential losses accurately, particularly as building replacement values have reached all-
time highs. Insurers continue to emphasize valuation accuracy alongside risk mitigation and strong 
risk management practices with insureds. Buyers with well-maintained properties and robust 
safety and loss prevention features can generally expect more favorable terms.
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Pricing began to moderate throughout 2025 and is expected to stabilize in 2026, as profitability 
grows, with most commercial property risks seeing flat to low single-digit rate increases. However, 
properties located in high-hazard areas, particularly flood- and catastrophe-prone zones, continue 
to experience higher rates and more conservative pricing, leading to increased premiums more 
commensurate with the risks presented. Additionally, loss-affected accounts will continue to see rates 
increase. Carriers will place continued emphasis on accurate valuation and disciplined underwriting as 
these factors will remain critical to sustaining profitability trends in the commercial property market.
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GUIDE TO BEST’S MARKET SEGMENT OUTLOOKS
A market segment outlook reflects AM Best’s forward-looking assessment of the expected operating environment and conditions within a segment over the next 12 months. It is based on factors such as economic 
conditions, the regulatory environment, the competitive landscape, as well as performance trends and other considerations. The outlook provides context for how these factors collectively shape the segment’s trajectory.

A Best’s Market Segment Outlook, like a Best’s Credit Rating Outlook for a company, can be Positive, Negative, or Stable.

Best’s Market Segment Outlook
Positive A Positive outlook indicates that market conditions are expected to improve or support operations and strong performance within the segment over the next 12 months.

Stable A Stable outlook suggests that market conditions are expected to remain broadly consistent with the current environment, with no material positive or negative shifts anticipated with the segment over 
the next 12 months.

Negative A Negative outlook signifies that market conditions are expected to deteriorate or present challenges to operations and performance within the segment over the next 12 months..
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Best’s Financial Strength Rating (FSR): an independent opinion of an 
insurer’s financial strength and ability to meet its ongoing insurance policy and 
contract obligations.  An FSR is not assigned to specific insurance policies or 
contracts. 

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s 
ability to meet its ongoing financial obligations and can be issued on either a 
long- or short-term basis.

Best’s Issue Credit Rating (IR): an independent opinion of credit quality 
assigned to issues that gauges the ability to meet the terms of the obligation 
and can be issued on a long- or short-term basis (obligations with original 
maturities generally less than one year).

Best’s National Scale Rating (NSR): a relative measure of credit-
worthiness in a specific local jurisdiction that is issued on a long-term basis 
and derived exclusively by mapping the NSR from a corresponding global ICR 
using a transition chart. 

Rating Disclosure: Use and Limitations
A Best’s Credit Rating (BCR) is a forward-looking independent and objective opinion 
regarding an insurer’s, issuer’s or financial obligation’s relative creditworthiness. 
The opinion represents a comprehensive analysis consisting of a quantitative and 
qualitative evaluation of balance sheet strength, operating performance, business 
profile, and enterprise risk management or, where appropriate, the specific nature 
and details of a security. Because a BCR is a forward-looking opinion as of the 
date it is released, it cannot be considered as a fact or guarantee of future credit 
quality and therefore cannot be described as accurate or inaccurate. A BCR is a 
relative measure of risk that implies credit quality and is assigned using a scale with 
a defined population of categories and notches. Entities or obligations assigned 
the same BCR symbol developed using the same scale, should not be viewed as 
completely identical in terms of credit quality. Alternatively, they are alike in category 
(or notches within a category), but given there is a prescribed progression of 
categories (and notches) used in assigning the ratings of a much larger population 
of entities or obligations, the categories (notches) cannot mirror the precise 
subtleties of risk that are inherent within similarly rated entities or obligations. While 
a BCR reflects the opinion of A.M. Best Rating Services, Inc. (AM Best) of relative 
creditworthiness, it is not an indicator or predictor of defined impairment or default 
probability with respect to any specific insurer, issuer or financial obligation. A BCR 
is not investment advice, nor should it be construed as a consulting or advisory 
service, as such; it is not intended to be utilized as a recommendation to purchase, 
hold or terminate any insurance policy, contract, security or any other financial 
obligation, nor does it address the suitability of any particular policy or contract for 
a specific purpose or purchaser. Users of a BCR should not rely on it in making any 
investment decision; however, if used, the BCR must be considered as only one 
factor. Users must make their own evaluation of each investment decision. A BCR 
opinion is provided on an “as is” basis without any expressed or implied warranty. 
In addition, a BCR may be changed, suspended or withdrawn at any time for any 
reason at the sole discretion of AM Best.
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