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AM Best has revised its outlook for the global non-life reinsurance segment to Stable from

While clearly
descending from
its peak as a

Positive, owing to the following factors:

* Accelerated softening in property reinsurance pricing, accompanied by modest relaxation of
some terms and conditions.

“generational” * Persistent social inflation and corresponding historical reserve and pricing insufficiency in
hard propert certain large subclasses of casualty lines of business.
ard property * Continued elevated frequency and severity of weather-related events, underscored by six
reinsurance consecutive years of global insured catastrophe losses exceeding USD 100 billion.
* Macroeconomic uncertainty, including inflation pressures, shifting monetary policy, and
market, overall potential volatility in financial markets.
conditions support
underwritin g Counterbalancing these less favorable trends are several key positive factors:
pl’OfItﬂbIlItV and * An overall supportive pricing environment that should promote solid operating results in

solid overall 2026. . . . :
* Robust risk-adjusted capital positions, reinforced by prudent capital management plans.
operating * Sustained underwriting profitability in property catastrophe covers, despite competitive
performance in pressures, still benefiting from terms and conditions tightened in the last few years.

* Elevated interest rates, which continue to enhance investment income and provide an earnings

2026 tailwind.

* Limited new market entrants, helping to preserve rate integrity and preventing new capacity

from eroding underwriting margins.

Accelerated Rate Softening; Terms & Conditions Largely Holding

The outlook revision to Stable from Positive underscores increasing pressure on property
reinsurance pricing, which may challenge the non-life reinsurance segment’s ability to sustain
the very strong operating performance that the sector has achieved for the past three calendar

years. The January 1, 2026, renewal period saw property reinsurance rates fall between 10% and
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While there has been some relaxation in terms and conditions, AM Best has not observed significantly
lower retentions. Instead, the changes have been more focused on broadening policy wording and
narrowing exclusions. These changes can have a meaningful, but typically lesser, impact than more
substantive structural changes to reinsurance programs. There has been an increase in available
capacity for aggregate covers, which can be viewed as a possible early indication of a deteriorating
market. While reinsurers’ willingness to write aggregate covers has increased to an extent, these
treaties are still generally being structured with higher attachment points or to provide second-event
covers, as opposed to providing earnings protection to ceding companies. Within the context of the
overall operating environment, AM Best expects reinsurers’ aggregate underwriting performance to
remain solid in 2026, barring outsized catastrophe events occurring over the course of the year.

Capital positions remain exceptionally strong, with roughly USD 540 billion in traditional
reinsurance capital and USD 120 billion in ILS capital projected at the start of 2026. The segment’s
strong performance over the past three years has led to robust organic capital generation, leaving the
reinsurance market with ample capacity to either return to shareholders or deploy writing reinsurance
business in 2026 and beyond. While the resulting balance sheet strength is favorable from a credit
perspective, AM Best recognizes that an abundance of capital could lead to further pricing erosion.
So far, many reinsurers have balanced strategic capital management activities between surgical
underwriting and moderate capital return options. Moreover, potential catalysts for a reversal in
downward pricing trends are difficult to foresee barring the aforementioned outsized catastrophe
activity.

Notably, the recent hard market cycle did not attract a surge of new reinsurance company formations.
This represents a marked departure from prior hard market cycles, enabling established players

to emphasize sustainable profitability over aggressive market share expansion. The very strong
performance of the insurance linked securities (ILS) space could attract more investor interest, which
could further pressure pricing in property catastrophe reinsurance, particularly in more remote layers.

Investment Tailwinds from Higher Rates Persist

Non-life reinsurers have benefited from elevated reinvestment yields since 2022, although central
banks have begun an easing cycle. Yields on short-to-intermediate duration assets remain comfortably
above prior period averages, allowing investment income to rise as older, lower-yielding securities
mature and funds are still being reinvested at enhanced rates.

Although interest rates are expected to gradually decline, most non-life fixed income portfolios are
positioned with a duration of three to five years. This should support enhanced investment returns for
the medium term as enhanced yields will be slower to roll out of fixed income portfolios over the next
three to five years.

Despite the modest decline in interest rates, AM Best expects the currently elevated cost of capital for
reinsurers to endure. This dynamic is in part driven by heightened awareness of the inherent volatility
of property catastrophe risk that has persisted since 2017, when the industry suffered significant
hurricane losses in the southeastern US. It also reflects concerns about inadequate casualty pricing and
the resulting potential for reserve volatility. While reinsurers’ higher cost of capital will challenge the
industry’s ability to generate returns sufficient to satisfy investors, it should also continue to reinforce
underwriting discipline and mitigate market share growth objectives.

Casualty Headwinds Remain
Certain classes of casualty business present significant challenges, particularly in the US, where tort
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reform remains uneven and the impact is uncertain and likely to be lagging. Significant litigation
financing available to the plaintiffs’ bar continues to encourage nuclear verdicts that provide fuel

to support social inflation. Several reinsurers strengthened casualty loss reserves in 2024 and 2025,
highlighting the segment’s ongoing exposure to adverse legal and claims. AM Best expects this trend
to continue into 2026. In some cases, unfavorable loss reserve development from long-tail lines has
been partially or entirely offset by favorable development from property, specialty, and workers’
compensation reserve releases, although the buffer derived from potential excess reserve positions in
other lines may be diminishing.

In response to these challenges, the industry continues to raise rates and has selectively reduced
capacity allocations to higher-volatility segments of casualty lines such as commercial automobile,
general liability, and excess liability. Whether these underwriting actions will be sufficient remains
unresolved, as the risks associated with systemic litigation abuse and resulting inflationary pressures
persist, which may constrain the pace of growth in casualty reinsurance portfolios.

The reinsurance pricing cycle is clearly past the peak of a protracted hard property reinsurance market.
Operating results likely will experience moderate pressure by continuing property rate reductions,
coupled with the complex and challenging operating environment in the US casualty space. Overall
market conditions nevertheless should support underwriting profitability and solid overall operating
performance in 2026.

Assuming catastrophe experience remains within modeled expectations, AM Best expects the segment
to generate returns sufficient to at least cover its cost of capital, supported by robust investment income
and profitable underwriting performance sustained by continuing careful risk selection and portfolio
allocation within the context of an increasingly challenging pricing environment. The Stable outlook
reflects the market’s structural improvement in recent years, and its ability to balance profitability with
stability in an ever more complex risk environment.
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GUIDE TO BEST’S MARKET SEGMENT OUTLOOKS

Our market segment outlooks examine the impact of current trends on companies operating in particular segments of the insurance industry over the next 12 months. Typical factors we would consider include current and
forecast economic conditions; the regulatory environment and potential changes; emerging product developments; and competitive issues that could impact the success of these companies.

ABest’s Market Segment Outlook can be Positive, Negative, or Stable.

Best’s Market Segment Outlook

A Positive market segment outlook indicates that AM Best expects market trends to have a positive influence on companies operating in the market over the next 12 months. However, a Positive outlook

rasiiie for a particular market segment does not mean that the outlook for all the companies operating in that market segment will be Positive.

Negative A Negative market segment outlook indicates that AM Best expects market trends to have a negative influence on companies operating in the market over the next 12 months. However, a Negative
g outlook for a particular market segment does not mean that the outlook for all the companies operating in that market segment will be Negative.

Stable A Stable market segment outlook indicates that AM Best expects market trends to have a neutral influence on companies operating in that market segment over the next 12 months.

We update our market segment outlooks annually but may revisit them at any time during the year if regulatory, financial, or market conditions warrant.
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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 BCRis 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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