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The Growth
Ambition
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of business, and the sharp reduction in capacity has led to a growth in business
flowing into the U.S. Excess & Surplus Lines (E&S) sector and hardening pricing.
The result is significant growth in the E&S market. Premium reported to the US
surplus lines stamping offices in the first six months of 2020 neared $20b more
than the first six months of 2019. Even while transaction counts decreased, the
stamping offices reported in July that premium growth had continued despite the
ongoing pandemic, social distancing guidelines, and resulting economic conditions.
According to the most recent London Matters report, in 2018 the largest
contribution to London’s total premium came from the North American P&C
segment, which accounted for around $17b. The London Market grew its market
share in the US E&S insurance market to around 25%, the vast majority of which
was placed at Lloyd’s. The 2020 London Company Market Report confirms the
trend with business from the U.S / Canada seeing growth rates in excess of 25%
(from $3.5b to £4.4b).

Solving the growth challenge
Pathpoint is an active Lloyd’s coverholder and we have been developing digital
distribution partnerships with leading syndicates. As part of our development in
the London Market, Pathpoint commissioned Gracechurch Consulting to conduct
research among London Market carriers to look at the opportunities and
challenges they face in the U.S. E&S Lines market, particularly challenges around
distribution, and the opportunity for technology.
One of our respondents summed up the situation neatly: “There is a relatively
untapped part of the U.S. market and the reason these smaller agents haven’t
gone to London is because they haven’t had to. But in a hardening market they
may need it. Also, a lot of U.S. retail business hasn’t made it to London because it’s
too darned expensive and can be too slow.”
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London Market carriers are keen to grow their businesses to take advantage of
positive pricing moves, but the key question is how to access the right business so
that top line growth can be good growth: achieved more efficiently, at lower cost,
and delivering improved profitability. How can carriers’ distribution models change
to meet their growth ambitions?
Cost and complexity
While the E&S insurance market is clearly a growth opportunity for London Market
carriers, it is not without issues. It is no secret that the U.S. retail surplus lines
market is victim of fragmentation, lack of transparency, inefficient processes, and
many state-level regulations. Over 30,000 agents are trying — often at the last
minute — to purchase coverage that is not available in the admitted market. They
channel their business through wholesale brokers with whom they have multiple
bilateral relationships and with whom they communicate mainly through email and
phone.
From the carrier’s perspective, there is a lack of distribution transparency in the
U.S. surplus lines market. This absence of visibility of the end clients has left some
carriers with a feeling of not being in control. They lack trust and confidence in the
quality of the business they will be writing. This uncertainty creates opportunities
for new distribution channels based on streamlined processes and greater visibility
at every stage of the process.
One of our interviewees said: “Expense: absolutely one of the key things we have
been calling out …”, expressing the frustration many market figures share about
trying to drive down costs. The insurance industry is not known for its efficiency
gains. According to McKinsey, while other industries such as automotive and
telecommunications have reduced unit costs by more than 50% over the past 15
years, administrative cost per policy for the P&C industry in mature markets has
remained unchanged or even increased.
The industry’s lack of digitalization is undoubtedly at the core of this inefficiency.
When the first London Matters report was published in 2015, it highlighted the
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fact that doing business in London was both more expensive and more complex
than in other markets, surely acting as a detriment to the sustainability of the
market in the long term. The creation of a market-wide electronic placing platform
(PPL) was a good first step to solving this. Adoption of e-placement has been
significantly enhanced since the COVID-19 pandemic meant the market had to
work remotely. Lloyd’s work to improve the flow of information on delegated
authority business has also helped to streamline processes.
Improving distribution
There is still much work to be done. Lloyd’s is acutely aware of the London
Market’s need to be competitively priced compared to other global insurance
hubs. It strongly supports any initiatives to drive additional U.S. surplus lines
business into London and sees this as a key part of its overall London Market
strategy.
From our interviews, the major issues that need to be resolved fall into the
following categories:
Managing appetite: In our research, an underwriting head raised an issue that
was repeated in a number of interviews: “If we can right from the start pick the
good stuff and over time we can set the appetite … the broker would know
what we like and don’t, and we could draw down on capacity almost
automatically.” The ability for a carrier to respond swiftly to events and change
their appetite is a tremendous benefit in a fast-moving market—and one which
is not always available through conventional channels.
Structure data and automation: Another crucial problem to solve is how data
moves along the value chain from agent to carrier and back. As one
interviewee told us: “Technology is hugely important — one of the main
differentiators. If we hear ‘Excel spreadsheets’ we’re immediately suspicious
but if we see end-to-end processing, etc. — these are massive things for us.
That ticks so many boxes.”
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Knowing the market: Previous technology solutions have suffered a lack of
ability to respond to user needs in a complex marketplace. As one of our
interviewees said: “You almost want a combination of world leading Silicon
Valley technology and X number of years of broking experience. Because we
find so often that people have got the technology but it's the insurance bit
that's difficult. And so, if you can combine the two, that's the best medicine.”
Control and compliance: The E&S market has a unique compliance challenge
and, to some extent, this limits the amount of business that carriers may want
to engage. If there was a way to make the entire process more auditable using
a centralized platform, carriers and agents could trade more comfortably.
Much of this audit or review currently happens manually or through a myriad of
different channels. As one interviewee said: “The thing is the control elements
of this — to what extent does this provide hard controls — premium income,
aggregates, etc. And data analytics-wise does it support straight through data
flow — data that can be consumed by the London partners? Is the reporting
real time? If the data could be delivered in these ways it would make huge cost
savings.”
Coverholder business done digitally: London is a market with a long track
record in delegated authority business; it represents about 40% of the market’s
premium income and is often an area where underwriters and brokers can try
new products or areas. Ensuring this business is done as efficiently as possible
is vital to making London attractive to current and future coverholders. Yet
many processes are still based on spreadsheets and varied forms of reporting.
This is clearly an area of tremendous potential for digitalization. As one
interviewee told us: “Anything that is currently on binding authorities should to
some extent be digitalized in the future. So that represents half our book of
business on a net basis last year.”

The Pathpoint perspective
Having identified a number of high-impact opportunities in the London Market’s
evolution and growth, Pathpoint has created a platform that offers a new, digital
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distribution channel to access new business. We’ve been developing our
technology for the past several years directly on the basis of the research we’ve
conducted within market.
Recognising appetite
What we heard:
“If we had better data, both structured risk attributes — rather than emails with
PDF attachments — and also distribution insights, allowing us to better
understand product demand, we could more effectively manage our appetite.”
How we responded:
Pathpoint delivers flexible, low-touch technology that makes underwriting more
consistent and specific to where underwriters have real appetite. They also get
instant access to trading, distribution, and risk data, so they can generate deeper
insights into the demand for their products and more effectively manage their
appetite.
Data and intelligence
What we heard:
“Coverholder reporting standards, also structured risk data, would be hitting the
sweet spot for us. Bucketloads of challenges — how can we use tech more
intelligently and looking at different ways that we can distribute products.”
How we responded:
Through partnering with major carriers and creating the best technology in the
market, Pathpoint has built a proprietary rate-quote-bind-issue system that
enables friction-free placement across all of our partners. Each carrier is different,
and we differentiate ourselves in our ability to meet them where they are. We can
work with any product — API or no API — and any underwriting format —
binding/delegated authority or brokerage. We work closely with underwriters to
help them develop rule sets and logic, digitalizing a process that has always been
done manually.
Knowing the market
What we heard:
“I think the insurance know-how is definitely as important if not more so than the
tech”
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How we responded:
Pathpoint recognizes that people are as important as automation when it comes to
surplus lines, so we hired some of the most experienced E&S professionals out
there. We understand that with the challenges and complexities of E&S insurance,
sometimes a more nuanced human answer is needed. This business is greatly
improved by technology but it must also be informed by people who understand
the unique nature of this type of insurance, and the challenges that come along
with it. We’ve brought together the best of both.
Compliance and control
What we heard:
“How would [the account servicing] work and how would they process surplus
lines taxes and Lloyd's regulatory stuff? All the grungy stuff that we don't like but
have to do.”
How we responded:
Pathpoint understands this complexity and is equipped to resolve these issues
with a blend of experienced personnel and thoughtfully-developed software. We
are a full-service wholesaler, licensed in all 50 U.S. states, and our experienced
team delivers complete post-bind servicing on all accounts, including:
Calculation and filing of surplus lines taxes
Regulatory compliance
Flexible billing processes and options
Mid-term adjustments and renewals
Coverholder business done digitally
What we heard:
“...looking at the future model of delegated business in London including
acquisition costs. It's looking at digital distribution. So, all this sort of stuff is a very
strategic view of ‘what should the model look like?’”
How we responded:
Pathpoint understands the very specific needs of the London market, both at a
functional level—we can export data in any Bordereaux format in real-time—and
at a strategic level, with coverholder business being done in the format of the
future.
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Working with the London Market
Bridging the gap between the U.S. and the London Market has always been
complex and costly, resulting in limited visibility and recurring questions: Are these
the right agents? Do they have good quality business? Are the right controls in
place? Is it profitable?
Pathpoint gives London carriers smooth and seamless access to independent U.S.
retail agents. Insurers have instant access to trading, distribution, and risk data, so
they can effectively manage their appetite while generating deeper insight into the
demand for their products.
If you would like to know more, please contact us at: carriers@pathpoint.com
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As the insurance industry’s first digital wholesale broker,
Pathpoint combines world-class technology and firstclass service to give agents bindable quotes from multiple,
best-in-class E&S carriers, in minutes.
As a surplus lines brokerage licensed across the U.S. and a
coverholder at Lloyd’s of London, Pathpoint distributes
admitted and non-admitted products across multiple lines
of business to U.S.-based retail agents.
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