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The global facultative reinsurance market remains in a period of transition. 

After several years of recalibration, market conditions have now shifted into a 

softer phase, with the January 2026 renewals marking a more decisive turn in 

that direction. This shift has been underpinned by abundant capital, 

expanding carrier appetite, improved technical results and a steady flow of 

new capacity. Over the next 12 months, these conditions are expected to 

create a more nuanced trading environment — one where opportunity and 

volatility coexist, and where the ability to interpret market signals becomes 

increasingly important.

Pricing across most lines and regions has continued to soften, with 

reductions broadly consistent throughout the market. Differentiation is 

present but remains modest, reflecting a soft market rather than a 

structurally segmented one. Stronger risks — supported by credible data, 

clear narratives and active risk‑management practices — have secured the 

most favourable outcomes, while more challenging risks have still benefited 

from the overall competitive backdrop. These trends align with wider market 

observations of abundant capacity, strong reinsurer appetite and heightened 

competition for share.

Property markets have experienced some of the most pronounced rate 

reductions, driven by strong global supply and expanding appetite from both 

traditional carriers and MGAs. Terms and conditions have broadened, and the 

use of facilities and structured solutions has increased as carriers have sought 

efficiency and scale. Energy, power and renewables have remained soft 

despite notable downstream losses, with regional dynamics diverging and 

competition intensifying. Casualty markets have also been easing, though 

with greater variability influenced by litigation trends, social inflation and 

local market behaviour.

Looking ahead, the market is expected to be shaped by three key forces:

Capital abundance with selective discipline: Capacity will remain 

strong, though reinsurers will continue to manage volatility carefully, 

particularly in higher‑hazard classes and long‑tail exposures.

Structural shifts in distribution: Facilities, delegated mechanisms 

and data‑driven underwriting platforms will play a growing role in 

how facultative capacity is deployed and accessed.

Regional differentiation: Asia, the Middle East and Latin America & 

the Caribbean will remain highly competitive; the US will also 

soften, albeit with greater caution; and London will continue to face 

pressure from both local and global capacity. These differences are 

minor rather than meaningful, reflecting the fact that the market will 

remain broadly soft.

In this environment, the role of a facultative intermediary becomes 

increasingly important, not only to place risk, but to provide clarity, anticipate 

shifts and position clients to benefit from a market that rewards performance, 

transparency and strategic engagement. Facultative reinsurance continues to 

provide cedants with the flexibility to manage complex exposures while 

helping reinsurers balance their portfolios, and the growing use of facilities 

adds further efficiency and helps fill gaps left by treaty programs. 

This report provides an overview of current conditions and a forward-

looking perspective on how the facultative market is likely to evolve 

through 2026 and beyond.
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A Market in Transition
An Introductory Letter from Pablo Muñoz, CEO of Facultative
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US and Canada 
Rates have fallen sharply during this renewal period, with average 

reductions in the 25%-30% range. Initial marketing indications were 

around 20% down, but pricing continued to soften as placements 

have progressed. Final terms have typically been bound 25%-30% 

lower, driven by strong competition among reinsurers. This correction 

reflects a retreat from previously elevated pricing levels, which had 

been influenced by earlier pressure on critical nat cat capacity and 

rate adequacy.

Even loss-affected accounts have seen double-digit rate reductions. 

There has been an abundance of capacity — in both the US domestic 

market and also in London — including new MGAs, consortiums.

Rate reductions, combined with pressure on signings, have further 

challenged the demand for facultative reinsurance support.  

A contributing factor is that reinsurers have been getting signed 

down on the direct business, decreasing room for cedants to buy 

facultative coverage to protect the remaining monetary line (either 

the amount of capacity is not a concern, or they have not wanted to 

give away premium). 

Tom Kershaw
tom_kershaw@GallagherRe.com

Helen Pound
helen_pound@GallagherRe.com
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As a result of the softening cycle, we have seen reinsurers’ 

appetites widening for exposures that were not previously in scope 

for them — as they aim to retain premium. We have also seen 

capacity being deployed in different ways, for example, by 

attaching lower or stretching further up the layer. Cat sub-limits are 

also being stretched, albeit deductibles are not lowering as yet.  

This increased receptiveness has not so far extended to appetite for 

different occupancies, as underwriters are staying within their 

occupancy appetite. 

Rate reductions for the more distressed classes and occupancies have 

been more measured, though still generally in the double digit range —

for example, in waste to energy risks and habitational business, 

particularly where exposed to severe convective storm perils.

London market appetite for Canadian business has remained very 

strong, but demand is relatively low due to the abundance of 

capacity available in the local market.
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Property

Property 2025 was largely a (Cat) loss free year, with only Hurricane 

Melissa impacting Jamaica to any degree.

The Caribbean region has seen intense competition among reinsurers 

during this renewal period, with an average 10% rate reduction on 

loss-free risks (with the exception of Jamaica). 

Chile and Argentina have seen a higher level of competition, with 

rate reductions of 30%-40% on loss-free risks, followed by Mexico, 

Peru, Colombia and Brazil, with less competition and 10%-20% 

rate reductions. 

An increasing number of MGAs, consortium structures, and auto 

follow facilities have entered the market to deploy capacity, further 

intensifying competition.

Reinsurers are under increasing pressure to protect their portfolios 

and manage expenses. As a result, many are turning to portfolio 

solutions and MGA vehicles to support these objectives, while also 

sharpening their focus on internal underwriting processes and 

driving data enabled operational efficiencies to reduce costs and 

improve underwriting performance.

We have seen a widening of appetite for exposures from reinsurers 

writing at competitive rates and writing outside traditional product 

lines. For example, property underwriters are going into lighter 

power accounts, renewables, construction and also slightly increasing 

into higher hazard occupancies.

Latin America and the Caribbean

Luis Sonville
luis_sonville@ajg.com
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We have also seen an increasing trend to cancel and rewrite, 

especially over the last two quarters.

In addition, policy period extensions for up to 18 months are 

becoming more popular.

We have seen an overall softening of the market, with pressure on 

deductibles and limits expansion of large risk accounts (being 

placed through fewer layers with larger stretches). There has also 

been some reduction in business interruption (BI) waiting periods, 

but not across the board.

Sub-limits have been increasing, and reinsurers are also willing to 

slightly increase commission.

We have seen new capacity entering the market, with direct carriers 

now writing fac and setting up fac desks out of Miami covering all 

product lines. On renewal business, there has been increasing 

capacity deployed from incumbent markets of between 10%-30%. 

We have seen an increase in ceding companies embedding coverage 

for strikes, riots and civil commotion (SRCC) within property (i.e., not 

being placed standalone). This creates a challenge for the political 

violence markets and an opportunity for others who have not 

traditionally written it. 2025 was a relatively benign season, and there 

is concern it will turn in 2026, given the recent election of 

conservative/pro-business governments in Chile, Ecuador, Peru, 

Honduras, Paraguay and Bolivia. In the past, such results have 

sparked some left-leaning opposition groups to engage in strikes or 

general civil unrest.

Reinsurers are generally projecting rate reductions of 10%-15% on 

loss-free accounts for 2026, and could expect more reduction. 

Natural resources, power, downstream and marine:

There has been increasing pressure in this market. Conditions are not 

yet flattening out, but marine is showing signs of plateauing. 

2025 was a profitable year for power and downstream, with no 

significant losses. The market is bracing for further softening in 2026, 

with projected rate reductions of 15%-25% on clean accounts.

Where there are broker tenders, we have seen reductions  

of up to 40%.

As in property lines, new capacity has entered the market, with 

direct carriers writing facultative business via new fac desks and 

MGA’s in LatAm or Miami.

There is general optimism on economic growth with new pro-

business governments in Chile, Argentina, Ecuador, Bolivia and Peru. 

Investment is anticipated in infrastructure, mining and power in these 

countries in 2026. Colombia and Brazil are also heading into elections 

this year, and the market will await results with interest. In Mexico, no 

changes are expected in investment activity. 

Regulatory changes

Brazilian insurance and reinsurance markets are adapting to new 

regulatory changes in 2026, aimed at providing greater financial 

protection to the insured that will impact the insured and insurer 

claims reporting obligations, standardization of coverage & claims 

policy wordings and clauses, and require clearer definition of 

responsibilities and roles in claims adjustments and settlements.
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Japan 
Earthquake

This remains an attractive business sector for reinsurers due to the 

historical profitability and long-term sustainability of the 

underlying business. Capacity is plentiful, with both increased line 

sizes from existing supports along with new entrants seeking to 

diversify their portfolios.

We have seen typical rate reductions of up to 5% during this renewal 

period, with cedants tending to prefer to manage price volatility 

across a long-term market cycle rather than taking advantage of the 

softening market.

All risks

We have seen increased demand for facultative support on heavy 

industrial business, driven by cedants controlling their maximum line 

sizes and increasing protection for their net retentions.

Following several years of improved terms and conditions, this 

business is attractive to reinsurers, and competition has been 

increasing. We have typically been seeing rate reductions in the 

region of 3%-5% for clean business.

However, there has been some pressure to improve deductible levels 

(in particular, the waiting periods on BI coverage for chemical and 

petrochemical businesses). Due to this, quota share capacity has 

tended to be more limited.

Phil Robinson-Moore
phil_robinsonmoore@GallagherRe.com
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Japanese interests abroad

In recent years, increased demand for fac reinsurance has mainly 

been driven by concerns over secondary Nat Cat perils, in particular 

flood and severe convective storm.

For clean (loss-free) business we have seen a general softening trend 

in rates, which are very dependent on local/regional market 

conditions. However, the extent of rate reductions has tended to be 

more limited than for local/domestic business, due to historically 

competitive terms.

10   PROPERTY



      

Rate environment 

Over the past five years, the property insurance market has 

experienced sustained and significant rate softening, with large 

corporate accounts recording annual rate reductions in excess of 20%.

This trend has been driven by the following structural factors:

Widespread use of self-judgment pricing across insurers, resulting 
in inconsistent technical rating discipline.

Intensifying competition for market share among insurers.

Increased retail broker channel penetration, accompanied by 
heightened competition among brokers.

Subdued economic growth (below 2%), leading to a slowdown  
in new investments and insured exposures.

At the same time, the continued expansion of Korean overseas 

investments has driven growth in Korean Investment Abroad (KIA) 

business. However, this has been offset by structural stagnation in 

the domestic property market.

As a result of ongoing rate reductions and revised policy terms and 

conditions, property fac volumes are expected to decline.

Jman Sim
jman_sim@GallagherRe.com

South Korea  
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Impact of large losses/events

Two major accidents occurred in 2025. The largest incident was a fire 

at the Kumho Tire manufacturing plant, and the other incident was a 

fire at E-Land Group's logistics warehouse. However, despite 

significant losses, these two accidents have not significantly 

impacted market rate changes due to the soft market conditions. 

However, following the E-Land loss, insurers are reviewing stricter 

underwriting guidelines and potential rate increases for warehouse 

property insurance. 

Significant cyber incidents involving IT and major logistics 

companies, including data breaches and personal information leaks 

at large telecoms companies, have further heightened awareness of 

technology-related risk exposures.

Over the past five years, the rapid expansion of the logistics sector 

has resulted in multiple fire losses at logistics warehouses, increasing 

loss frequency within this occupancy class.

While typhoon-related losses, historically a key source of natural 

catastrophe claims, have declined, there has been a sharp increase in 

property damage and bodily injury arising from wildfires, indicating a 

shift in the natural catastrophe risk profile.

Changes to terms and conditions 

Key policy terms and conditions have generally weakened over 

the past five years, such as deductibles, sub-limits and limits of 

liability (LoL).

In particular, deductibles remain at levels materially lower than 

comparable market benchmarks.

In some large corporate accounts, LoL has been deliberately reduced 

to achieve premium savings.

Available capacity and new entrants

Several new players have entered the Korean market in recent years. 

In October 2024, Starr Singapore established its Korea branch and 

commenced underwriting operations, and in December 2025, HDI 

Asia was scheduled to establish its Korea office and begin facultative 

reinsurance (FAC) underwriting activities.

The Korean market is the third largest non-life insurance market in 

Asia, and major reinsurers are maintaining their Korean portfolios.

Despite the current low rate environment, there is a clear upward 

trend in the acceptance of Korean fac risks, reflecting a more relaxed 

risk appetite.

There has been a notable increase in acceptance of large-sized Korean 

fac placements, particularly through London and Singapore MGAs.

The US-centric KIA property market continues to grow: the estimated 

global KIA property market size is approximately USD500 million.

Notable trends in specific occupancy and industry segments 

Specific occupancies set for growth include logistics, 

semiconductors, automotive lithium batteries, renewable energy, 

biotechnology, military, AI-related IT, shipbuilding and aerospace.

Major insurance business lines that are growing in Korea include 

cyber; W&I (M&A); performance guaranty; credit and surety; 

property for data centers; and CAR for semiconductors.

In retail business for KIA lines, the significant geographies are the  

US, EU and Asia.
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Overall, we have seen an accelerated softening during this renewal 

period due to heightened competition and abundant capacity.

There were several Nat Cat events in the region in 2025, including the 

Myanmar/Thailand earthquake and floods in Indonesia and Thailand. 

These will unlikely be impactful for fac markets, however, as they mainly 

happened in non-industrial areas. We are yet to see the full quantum of 

loss for those events that occurred later in the year, and rate corrections 

on loss-hit accounts have been more modest than expected. 

Clean risks have continued to benefit from 10%-20% rate reductions, 

depending on the historical rate adequacy and loss performance, 

with well-managed accounts being oversubscribed as existing 

players have tried to increase their lines to maintain revenues.

There has been increased interest in facilities, with more reinsurers 

keen to explore this avenue of accessing risks that would be 

otherwise unavailable as standalone facultative placements. 

There has also been growing willingness and flexibility to revisit risks 

that were declined in the past or to reconsider challenging 

occupancies, as reinsurers seek new sources of business and/or a 

better yield.

New capacity has continued to emerge, especially in the MGA space. 

Some of them are specifically focusing on the APAC region.

Data centres, warehouses and battery energy storage systems 

(BESS) are some areas of increasing demand, due to rapid 

technological advancement and energy transition mandates.

South East Asia/Singapore 

Yuko Koizumi
yuko_koizumi@GallagherRe.com
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Given the adequate technical rates attained in the past few years, 

together with steady returns for most of the market, reinsurers 

showed increased interest in deploying capacity in the ANZ region  

in 2025. This resulted in a high level of competition.

London played a key role in this influx of capacity, together with  

new market entrants (MGAs) with very ambitious targets. 

In Australia, generally, the impact of this market softening has been 

seen on pricing. In New Zealand, however, we have also seen some 

changes in the terms and conditions of cover, such as a loosening  

of the application of inner limits like flood and cyclone.

These market conditions have led to double-digit rate reductions 

averaging 15% in Australia and 20% in New Zealand. However, we 

have seen reductions of up to 30% in certain sectors like high hazard. 

So far, 2026 is showing no signs of market change, provided loss 

activity remains stable. 

Australia and New Zealand  

Flavia Neyertz
flavia.neyertz@GallagherRe.com
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The market has been in a softening phase during this renewal period, 

with rates tending to reduce in the 5%-10% range. 

In general, fac tends to be bought on an excess of loss basis due to 

comparatively low underlying deductibles.

We have seen some increased demand for fac in specific areas:

Terrorism

Nat Cat top-up layers (following major floods in Czechia  
in September 2024)

Marine cargo (driven by storage requirements for the transport  
of military equipment, which is heavily regulated).

We have increasingly seen the application of two-year Long Term 

Agreements, with a re-signing and a fixed level of rate reduction of 

up to 5% for the second year. 

We have seen some widening of terms and conditions, in particular 

increased sublimits for strikes, riots and civil commotion (SRCC). 

Local cedants have come under pressure to deliver the growth 

ambitions of their parent group companies. There is enough local 

capacity available and for heavy risks, this tends to be complemented 

by international fac capacity.

Central and Eastern Europe (CEE)  

Vojtěch Toman 
vojtech_toman@GallagherRe.com

Kateřina Kůrková
katerina_kurkova@GallagherRe.com
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In general, we have seen increased demand for fac capacity — mainly 

driven by cedants taking advantage of the soft market and buying 

reinsurance on low layers at favourable pricing.

Changes to rates and conditions have varied by sector:

In property, rates increased following the Dubai floods in April 
2024 but have fallen by 15%-20% on most accounts during this 
renewal period.

Energy is a key business sector for the region and a target area for 
many (re)insurers, which drives competition. We have seen 
significant rate reductions on major accounts, up to 30%-40% in 
some cases, and a widening of key terms and conditions. There 
has been a reduction in deductibles, including BI waiting periods, 
and increased limits with no commensurate increase in premium.

In the power sector, the market has been generally favourable for 
reinsurance buyers, with rate reductions of 5%-10% on loss 
free business..

Dubai and the Middle East  

Tarek Semaan
tarek_semaan@GallagherRe.com
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Market rates have been softening, with reductions of 5%-10%, and 

even larger cuts (>20%) for major industrial accounts with attractive 

risk quality reaching the international market.

International markets have been driving more aggressive rate 

reductions compared to local markets, creating pricing discrepancies 

and pressuring local capacity.

Historically, co-insurance has not been common in the Nordics, 

with accounts tending to be held 100% by a single local insurer. 

However, following major losses over the last few years in certain 

industrial sectors (in particular pulp and paper, food, and waste 

and recycling), there has been increased co-insurance. This has 

led to significant expansion by global insurers in the Nordic 

region, with rates being impacted by increased levels of 

competition, especially for larger accounts. Global insurers are 

already starting to assume lead positions on select accounts, 

further challenging the position of the local insurers.

Reinsurance capacity is growing globally, with strong interest in 

Nordic accounts. Lloyd’s of London and MGAs with global 

underwriting appetites are increasingly active in heavier industries.

Reinsurers show strong appetite for risk-managed accounts,  

with proactive engagement on risk information early in the 

process. International capacity will continue to challenge Nordic 

markets into 2026.

Mikkel Nyquist
mikkel_nyquist@GallagherRe.com

Nordics   
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Rates have continued to be competitive, typically falling by 25%-30%, 

but we have seen some reductions of up to 40%. 

This has been driven by an abundance of capacity on the direct 

retail placements. Some capacity has been derived from new 

entrants, MGAs, etc., but mostly it is due to the aggressive growth 

targets of carriers in the retail space. This has meant companies are 

offering significantly increased shares on direct placement at very 

competitive pricing.

Demand for reinsurance has remained stable; however, through 2025 

we have seen some disconnect with pricing. The reinsurance markets 

have not always been able to get to the rate reductions being offered 

in the direct insurance market.  

Flood remains the dominant catastrophe peril in the UK, and 

concerns over the increasing frequency and severity of flood events 

continue to be a key factor driving reinsurance demand.

Even within the current aggressively softening rate environment, the 

market believes that pricing remains adequate. However, we expect 

the pace of decline to moderate as we move further into 2026.

Helen Pound
helen_pound@GallagherRe.com

UK   
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Casualty
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North America 
Motor liability

The automobile segment has continued to be the single most 

challenging area within North American casualty. Across the market, 

rate pressure has remained significant, with many states showing a 

10%-25% increase even on clean risks, as loss activity persists across 

the board. Auto remains a facultative driven market — while combined 

ratios continue to rise year over year, and carriers have scaled back 

capacity, there is still sufficient participation available to complete 

placements, albeit with more carriers required than in prior years. 

Loss-impacted auto umbrella structures have been the hardest to 

place and are driving the need for higher attachments. We now need 

several more reinsurance carriers than in prior years to fill a line to 

complete a placement, due to reduced line sizes. 

Despite excess and surplus (E&S) market growth in 2025, during this 

renewal period cessions are decreasing, as carriers balance rate 

discounts by increasing their retentions, coupled with heightened 

competition for orders on the upfront.

Across sectors — transportation, energy, real estate and construction 

— auto exposures are now the dominant driver of capacity 

restrictions. Nuclear verdict activity continues to intensify, with both 

frequency and severity increasing materially. California, Texas, 

Florida, New York and New Jersey have been identified as especially 

challenging jurisdictions. 

Tom McManus
tom_mcmanus@GallagherRe.com

20   CASUALTY



      

Regulatory dynamics also remain fluid. Tort reform efforts in Georgia 

and Florida continue, though the full impact — especially in Florida — 

has yet to materialise. Meanwhile, litigation funding and adverse 

court environments persist as upward drivers of severity.

While the broader facultative auto market remains difficult, 

expectations are for capacity to hold steady into 2026, with no 

widespread carrier retrenchment anticipated. 

General liability

The general liability (GL) landscape has remained comparatively 

stable and competitive. Rates have generally held flat or have seen 

low single digit increases, and capacity has remained sufficient, 

particularly where GL is written in conjunction with workers’ 

compensation business. 

However, underwriting discipline is increasing, particularly around 

higher hazard exposures. This includes habitational, liquor liability 

and construction — which are among the most challenged GL 

verticals. Carriers have been pushing for higher retentions and 

applying tighter terms and conditions. Exclusions for sexual abuse 

and molestation (SAM), liquor liability and assault & battery (A&B) 

continue to expand across the market. 

Workers’ compensation

Workers' compensation continues to experience long term 

underwriting profitability, with a favourable trend now stretching 

back more than 14 years, prompting cedants to retain more premium 

and limit facultative purchasing. This aligns with observations that 

workers’ comp remains one of the most stable lines across casualty, 

with rates remaining generally flat (with some rate decreases) and 

solid capacity. 

As a result, facultative appetite from cedants is typically tied to 

specific capital or portfolio management strategies rather than 

individual risk needs. Facultative demand remains largely 

opportunistic, focused on instances where pricing arbitrage or 

balance sheet relief is desired.

Umbrella and excess

The broader market for umbrella and excess reinsurance has 

remained highly stressed, with double digit rate increases continuing 

for the seventh consecutive year, and cumulative rate increases 

exceeding 250% since 2019. Lead umbrella capacity has been 

particularly tight, forcing carriers to raise attachment points and 

deploy smaller shares. 

Industry specific observations

Industry segments facing the strongest headwinds include:

Transportation (auto driven stress and nuclear verdict exposure)

Construction (auto and GL pressure, limit contraction)

Restaurants and hospitality (liquor liability, SAM, A&B and  
habitational exposures)

Public sector (SAM, law enforcement liability and  
adverse development)

Real estate (habitational severity and coverage restrictions)
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The London international casualty market has continued to 

experience softening conditions, driven by heightened competition 

from stronger local markets and the introduction of new capacity 

from Lloyd’s and MGAs. This trend has been further compounded by 

more cost-effective treaty renewals, with fac rates expected to 

decline further by 5%-20%.

The highly competitive environment has fostered an increase in co-

insurance placements, with incumbent markets often accepting a 

reduced share to retain their participation. US exposure has remained 

a key focus area, where loss trends have continued to influence 

pricing dynamics. Rate movements for US-exposed business remain 

static at the start of 2026.

International and UK casualty   

Tom Payne  
tom_payne@GallagherRe.com

James Stringer
james_stringer@GallagherRe.com
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UK casualty 

The UK casualty market has also experienced softening conditions, 

prompting reinsurers to take remedial actions such as adjusting line 

sizes, ventilating capacity and reducing exposure to US risks. Rates in 

this segment are similarly expected to decline by 5%-20%.

Reinsurance capacity 

Casualty reinsurance capacity for London-based cedants has 

remained constrained, with only four to five traditional reinsurance 

markets actively participating. Key trends include:

Remedial actions on line sizes and minimum attachment points,

Appetite change due to adverse claim activity and

A diminishing appetite for US exposures, accompanied by stricter 
underwriting guidelines.

In the casualty space, market conditions and rate movements can be 

difficult to predict accurately over a 12-month period, as there are 

many factors at play that could influence direction either way.

Our high-level view is that current market conditions are likely to 

continue in 2026.
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Japan 
We have seen softening market conditions throughout this renewal 

period, driven primarily by increasing capacity. 

Capacity has come from both new MGAs entering the market and 

from existing MGAs.

Existing MGAs are being more aggressive and accepting a wide level 

of risk appetite. Some have been operating without price 

benchmarking, and many have been happy to follow on rate.

We have seen some players focusing on building out international 

casualty fac teams and entering into the open market space.

Existing markets have also been increasing their line sizes. Gross 

limits are not necessarily increasing, but many are now using their 

maximum line sizes to the full, which they were not doing previously.

Similarly, there has been a lot of portfolio remediation activity over 

the past two years on the treaty side, which has reduced the demand 

for fac solutions. At prior renewals (over the past few years) the 

hardening treaty market drove a lot of facultative demand, but 

during this renewal period, we have seen fewer facultative 

submissions and less demand. Therefore, pricing has also softened.

Yooji Cummings
yooji_cummings@GallagherRe.com
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In some cases, we have also seen reductions in fac purchase due to 

clients increasing their retentions, even though market quotes were 

sought for price discovery. 

On terms and conditions, we have seen quite a few conditions being 

applied, especially by new markets — but these have tended to fall 

away after negotiation and have not stuck.

US exposure and social inflation have continued to be a concern and 

a key reason behind fac purchases. However, rates are now viewed as 

adequate due to the increases of the past few years.

Overall, market conditions could be described as ‘softening’, with 

average risk-adjusted rates either flat or falling by up to 5% overall, 

and no major losses to speak of.
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Global 
Specialty
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Energy
Downstream energy markets

2025 was a challenging year in the downstream space, with 

numerous high-value losses, most notably from fire. Examples 

included the PBF Energy Martinez refinery fire near San Francisco; 

the MOL refinery fire in Hungary, and the Varo Energy facility fire loss. 

There were numerous others with significant losses.

Total market losses in 2025, at circa USD4.5B, exceeded the market’s 

premium income levels.

Nevertheless, the softening of rates that we saw in 2025 is expected 

to continue in 2026, with a plethora of (re)insurace capacity at 

original insureds’ disposal.

Certain territories have experienced different rate movements.  

The US has seen rates decline by around 5-10%, whereas reductions of 

up to 35%-40% have been available in the Middle East and Asia. 

Factors such as tenders and LTAs, of course, have an influence on this.

New capacity is now entering the downstream space in 2026. New 

capacity is preparing to enter the market shortly with an estimated 

USD50 million of new per risk capacity.

Will Hull
will_hull@GallagherRe.com
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With rates as low as they are, (re)insurers are attempting to preserve 

income by stretching line sizes, yet this rarely translates into 

additional order share due to the high level of capacity competing for 

the same placements.

Changes to regulations in India and to retention levels in Saudi Arabia 

are putting further strain on the open downstream markets.

Cedants continue to view pricing as the primary factor when 

purchasing facultative reinsurance. However, the narrowing differential 

between upfront (direct) pricing and facultative pricing has led to 

additional margin compression.

Cedants have explored different layers in line with their risk appetite, 

but their decision ultimately hinges on whether their upfront line size 

warrants securing facultative cover.

The downstream market has seen little to no real Cat loss activity in 

the last couple of years. As a result, some cedants have opted to 

retain their Cat exposure when buying facultative reinsurance to 

reduce spend.

Certain Cedants that were once more flexible on security have 

tightened their criteria, which has led to capacity constraints, with 

everyone chasing the same facultative markets.

Facilities and auto follows have become increasingly utilised, which 

again takes away open market capacity.

ESG remains an important consideration, but the downstream and 

facultative markets have largely stabilized on this front, as most of 

the markets inclined to exit have already done so.

Geopolitical factors have also influenced the market, particularly in 

cases where sanctioned territories — such as Russia or Iran — hold 

direct investable interests in energy companies or where there are 

identifiable inflows or outflows of products and raw materials linked 

to those jurisdictions. These connections trigger heightened scrutiny, 

tighten security requirements, and ultimately reduce the number of 

acceptable markets for placement. 

Power and renewables

As with other energy lines, the power generation sector is 

experiencing soft market conditions — but it has perhaps not 

softened as much as downstream and upstream. 

As with downstream, there has also been an abundance of capacity, 

adding to the downward trajectory of pricing.

During this year’s renewal, market providers have been incorporating 

renewables within their energy portfolios — where in previous years 

they would not have done.

The power sector has always been seen as more exposed to 

attritional losses, as opposed to severe events, compared to its 

downstream/upstream counterparts. As a result, there is more 

buying activity on primary and low buffer layers.

This space is continually growing and expanding, as the demand for 

renewable power increases globally.

Although renewables rates are relatively stable, the premium volume 

is still low, and an increasing number of reinsurers are seeking market 

share in the space. Competition naturally drives pricing down. 

The renewables space has witnessed some significant losses whilst 

incurring low premium incomes. This lack of premium income means 

that facultative buying is extremely difficult.
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