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Market Segment Outlook:
New Zealand Non-Life Insurance

AM Best is maintaining a Stable outlook for the New Zealand non-life insurance segment.
Factors considered include:

* Resilient growth prospects driven by improving economic conditions and increasing demand
for insurance.

* Improved reinsurance capacity amidst a softening global reinsurance market.

* Regulatory refinements strengthen market discipline but add operational challenges and cost
pressures.

¢ Climate risk remains an ongoing concern.

* Profitability of health lines is expected to remain constrained, but signs of improvement are
emerging.

Resilient Growth Prospects

According to the IMF, New Zealand’s real GDP is expected to return to growth of 1.4% in 2025,
following a contraction of 0.5% in 2024. Since early August 2024, the Reserve Bank of New
Zealand (RBNZ) has been gradually reducing rates, with the latest cut in October 2025 bringing
the policy rate to 2.5%. The easing cycle reflects diminished inflationary pressure, with inflation
projected to decline from 2.9% in 2024 to 2.0% in 2025, which aligns with the RBNZ’s inflation
target.

Non-life premium growth is expected to remain resilient. Although households in New Zealand
continue to face cost of living pressures, high household debt, and weak real wage growth due

to the economic slowdown in recent periods, the economy is expected to recover as monetary
policy shifts towards easing. Premium growth is also expected to be driven by higher demand for
insurance protection owing to increased risk awareness and exposures, particularly for natural
catastrophe and cyber risks.

New Zealand’s non-life insurance industry is evolving toward a more transparent and consumer-
focused market. Following legislative and regulatory reforms, such as the Contracts of Insurance
Act 2024, insurers are actively pursuing product simplification. For non-life insurers, these
typically include clearer policy wording, increased flexibility in coverage and pricing, digital
distribution, and fairer claims outcomes. These efforts are expected to enhance consumer
experience, thereby promoting premium growth.

Improved Reinsurance Capacity
As a relatively small market that is highly exposed to natural perils, New Zealand’s non-life
insurance segment remains heavily dependent on the international reinsurance market. In 2025,
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non-life insurers benefited from improved global reinsurance conditions, characterised by greater
capacity and moderating pricing, particularly across non-loss affected lines. This trend is expected to
continue.

The absence of major natural catastrophe events in New Zealand in recent years has further supported
stability in reinsurance pricing. This has largely alleviated pressure on policy rates, as insurers have not
been under pressure to pass on significant rate adjustments to policyholders.

Operational Challenges Arising from Regulatory Refinements

The non-life segment continues to face operational challenges and cost pressures arising from a
growing number of legislative and regulatory requirements. The CoFI Act also requires insurers to
operate under a fair conduct principle, ensuring policyholders are treated ethically and transparently
throughout the product life cycle. Complementing CoFI, the forthcoming Contracts of Insurance Bill
is expected to provide more protection for policyholders by setting out duties between insureds and
insurers, particularly around disclosure obligations.

Whilst regulatory reforms strengthen market discipline and provide more safeguards for consumers,
they also increase operational complexity and cost for insurers. Insurers are often required to make
significant investments in system upgrades and data infrastructure projects in order to ensure fair
and transparent customer outcomes and address legacy conduct issues. These investments continue to
weigh on short-term profitability, with any significant benefits expected to materialise over a longer
time horizon.

Climate Risk Remains an Ongoing Concern

Natural disasters (including floods, storms, cyclones, earthquakes, and hailstorms) remain a material
risk for the non-life market, with increasingly volatile weather conditions continuing to pose
challenges to the segment’s profitability.

Non-life insurers” technical performance is highly correlated with the occurrence of large weather
and catastrophe events — for example, the 2023 weather events and the Canterbury earthquakes in
2010/2011. Due to the changing weather patterns, the increased likelihood of extreme and large
catastrophe events could expose non-life insurers” earnings to elevated volatility.

Constrained Profitability for Health Lines

Although signs of recovery are emerging, supported by stabilising medical costs, profitability in the
health insurance segment is expected to remain constrained over the near term. Persistent structural
challenges within New Zealand’s public health system have led to increased utilisation of private
healthcare services. As a result, health insurers face elevated claims inflation, recording underwriting
losses in recent years.

While insurers have taken various remediation measures, such as implementing rate increases and
product adjustments, these actions are likely to lead to higher policy lapses in the short term and may
take time to achieve sustained improvement in the underwriting profitability of the health insurance
segment.
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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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