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Florida Legislature Considers 
Measure Slowing Flow Of 
Money Into State’s Sinkholes 

 Florida’s insurers, already 
struggling with hurricane risk, 
have been swamped with claims 
for “sinkhole” damage. The bank-
ing and insurance committee of 
the state Senate has taken up a 
new bill, SB 408, that would go a 
long way to limiting these losses, 
but opponents decry restrictions of 
coverage. 

Insurers would like the ability 
to exclude coverage, or at least ask 
homeowners to share in the cost 
of a geologist testing for sinkhole 
coverage. 

Chances of passage seem good 
– many of the provisions being 
considered were previously passed 
by the legislature only to be vetoed 
by prior Gov. Charlie Crist.
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Property Insurance Report

An Open Letter from a Friend 
to Governor Rick Scott of Florida

Dear Governor Scott:
Your inauguration speech this month was wonderful, 

with all the talk of resilience and the like. We agree that 
you have some big things to worry about, not the least of 
which is the weak state economy and the resulting high 
unemployment. But allow us to offer a 
few thoughts about an issue that would 
make anyone’s top-five “to do” lists 
for a new Florida governor: fixing the 
state’s property insurance market.

We know, we know, this is an in-
tractable problem that has defied a 
good solution for some time. That does 
not mean it can’t be fixed. To that end, 
we offer some ideas. They would work, 
that much we know. Whether they are 
politically possible depends entirely on your leadership.

•
Issue No. 1: Prices must reflect risk.

Now, this seems obvious to anyone who has spent more 
than a few seconds thinking about the concept of insurance, 
but connecting insurance prices to risk has been a foreign 
concept to many Florida politicians in recent years (cough, 
Charlie Crist). 

Truth be told, property insurance prices in Florida are 
terribly high for many consumers, but the fact remains that 
they are still too low relative to the risk of loss. We know 
this because insurers are voting with their feet and taking 
their capital out of the state. We’ll explain more later, but if 
insurers are only interested in profit, as the industry’s critics 
claim, why then do they refuse to sell insurance in Florida? 
Because there are no profits.

The first step must be to allow the managers of the state-
backed Citizens Property Insurance Corp. to set prices 
in line with the levels actuaries define. For Citizens to be 
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The right property insurance 
price is one that will attract pri-
vate risk capital to the state of 
Florida. Everything else is just 
political noise.

Please see FLORIDA on Page 3

cheaper than the private market is incredibly ir-
responsible and will only hurt Floridians, not 
insurers.

•
Issue No. 2: Real risk can’t be known, but 
we have to take our best guess. 

How can we go from arguing that prices 
must reflect risk to arguing that risk can’t be 
known with certainty? Because it is true. Com-
plicated and imperfect as risk-based pricing may 
be, you still have to embrace it.

The good news is that hurricanes are rela-
tively rare, making landfall only every few years, 
and sometimes not at all for a decade or more. 
The bad news is this lack of frequency means 
there is not enough data to make totally accurate 
projections of future losses. As a consequence, 
there will be many points of view, often support-

ed by extensive data, on the correct price point. 
The range of conclusions will be wide. 

You will struggle to know whom to believe 
because other than the few complete crazies, all 
of these people will make some sense. We don’t 
envy you.

Here is our suggestion: The right price is the 
one that will attract private capital. Regardless of 
the findings of some expert, the only thing that 
matters is if insurers feel the price makes enough 
sense to apply capital and sell insurance. You can 
feel good about a state-sponsored actuarial study, 
but if insurers refuse to agree, the state will be 
stuck with its current mess.

Think about it this way: You get a $1 mil-
lion appraisal for your house. You put it on the 

market for the appraised value, but after months 
of aggressive marketing, no one offers more than 
$750,000. What is the house worth? It is worth 
$750,000, and not a penny more.

Some actuary you hire might publish vast 
data showing an insurer should charge no more 
than $5,000 to insure your (unsold) house. But 
no insurer is willing to touch the risk for less 
than $7,500. What is the correct price to insure 
the home? The correct premium is $7,500, and 
not a penny less.

That is why we’re skeptical of Florida’s ef-
forts to inject itself into the catastrophe modeling 
business. You can try and manage the process 
all you want, offering your own data, bullying 
modeling firms into adjusting the assumptions 
of their private models. It might make you feel 
good. 

But do you believe the state is going to regu-
larly find errors in the work of private modeling 
firms that live and die by their performance in 
the market? It has happened, and it will in the 
future because mistakes are made, but not often 
enough to have the state invest so much energy 
in challenging models. 

Of course the models are flawed. But they 
enormously superior to licking your finger and 
sticking in the air, or throwing a dart, which are 
among the other methods of risk assessment 
available to insurers on catastrophe risk. All that 
matters is that the price attracts private capital. 
The rest is noise, no matter how much the local 
media might opine about conspirators with black 
boxes.

We are not suggesting that you just roll over 
and let insurers charge whatever they please. 
Given the challenge of catastrophe risk, you 
can’t rely entirely on the free market to keep 
prices in line (more on that later). So the state 
needs to be playing a constant game of chicken 
with insurers.

State Market Focus: FLORIDA
Continued From Page 1
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The numbers don’t lie: insur-
ers have lost big money in Florida 
homeowners insurance in each 
of the past two decades.

Consider this: An insurer asks for a 20% rate 
increase. You see data that suggests the request 
might be high, but you know all data is incon-
clusive. So you offer 10%, and the insurer balks. 
Not only won’t they take the 10%, they don’t 
want to meet you halfway at 15%. They say give 
us 20% or we stop offering new policies. 

Now you have a tough decision to make. Call 
their bluff? Perhaps they won’t pick up their cap-
ital and walk away. Perhaps after a few weeks to 
mull it over, the insurer will come back to the ne-
gotiating table. But perhaps they start to pack up 
to leave. Perhaps you should let them walk away, 
hoping that they’re the only one who will go. 

But maybe other insurers are making the 
same threat. At a certain point, the withdrawal of 
capital proves your numbers might make some 
actuary happy, but they don’t work in the real 
world. At the point where insurers are removing 
their capital en masse (as they are today), what is 
the correct rate increase? It is the 20% requested, 
and not one percentage point less.

This is a messy situation, requiring careful 
management and nerves of steel. But never for-
get that the right price is the one that will keep 
capital at work in Florida. The challenge is to 
play chicken with enough conviction that you 
don’t get taken advantage of – harming consum-
ers – but also don’t cause the state insurance 
market to crash and burn – harming consumers 
more.

•
Issue No. 3: Insurers don’t make money 
on property insurance in Florida.

One of the big complaints you hear in the 
media, on the floor of the state Legislature, and, 
frankly, in coffee shops around the state is that 
insurers are making too much money. Insurers 
only wish it were true, but it is not. While in 
some years insurers may post a 30% profit, Flor-
ida is a boom-and-bust state whose performance 

must be measured over time. For the 10 years 
from 2000-09, homeowners insurers suffered 
through an average loss of 2.4% a year after tax-
es. There were some pretty large storms in that 
decade, but they were hardly on par with the big-
ger events everyone fears most. When Hurricane 
Andrew struck in 1992, no one had ever seen 
anything like it. For the record, the average an-
nual loss in the 10 years ended 1999 was 51.2%. 
It was much the same for commercial lines.

Hanging over everyone’s head is the threat of 
the Big One – a dangerous hurricane that makes 
landfall directly at Miami. The past decade was 
“normal” and still posted a loss, which calls for 
higher rates on that merit alone. But with the 
threat of a storm that could potentially blow in-
surance companies out of existence, prices need 

to be higher still.
The idea of higher rates is no fun to contem-

plate, and certainly not popular politics. But at 
some point Floridians will be paying more for 
their property insurance. They’ll either pay be-
fore the storms in higher premiums – believe it 
or not that is the easy way – or after the storm 
when they are buried under years and years of 
assessments and a ruined economy, which is, 
most certainly, the hard way. Floridians can 
choose. The status quo leads to the hard way, 
which might be politically expedient since it de-
fers pain, but it is clearly irresponsible. (cough, 
Charlie Crist.)

•
Issue No. 4: Changes cannot be abrupt – 
the economy can’t take it. 

Though prices must rise, there is no doubt 

State Market Focus: FLORIDA
Continued From Page 2
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Group Name

Homeowners Multiperil Insurers
Groups Ranked by Total 2009 Direct Premiums Written ($000)

2009
Premiums

 Mkt
share
2009

Loss
Ratio*
2009

Florida

2007
Premiums

 Mkt
share
2007

Loss
Ratio*
2007

2008
Premiums

 Mkt
share
2008

Loss
Ratio*
2008 Total DPW09 Total DPW08 Total DPW07 Total IL09 Total IL09 Total IL09 State

State Farm Mutual 12.8$888,326 46.7 18.2$1,560,467 25.615.6$1,131,724 41.5 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Citizens Property Ins Corp. 11.4$790,756 41.9 17.5$1,502,254 32.214.3$1,035,506 37.5 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Universal Insurance Hldgs Inc. 7.3$507,450 33.8 5.2$449,795 20.06.4$460,146 27.2 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
USAA Insurance Group 5.0$347,315 29.7 4.4$379,397 22.84.5$323,580 32.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
St. Johns Insurance Co. 3.9$269,871 28.7 2.7$234,957 22.93.9$278,742 30.4 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Tower Hill Group 3.9$267,625 38.6 3.8$321,833 20.43.9$285,618 32.4 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Florida Peninsula Holdings LLC 3.3$225,467 23.7 1.6$137,024 7.72.8$199,497 14.2 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
ARX Holding Corp. 2.9$201,690 25.0 2.5$217,664 28.52.6$188,451 27.3 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Allstate Corp. 2.8$190,906 43.2 3.4$288,284 27.92.9$211,348 41.1 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
HomeWise Holdings Inc. 2.7$185,010 51.4 0.9$75,029 9.92.6$190,099 29.4 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Liberty Mutual Holding Co. 2.7$183,668 56.2 2.8$239,332 24.72.8$202,723 41.5 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
American International Group 2.6$180,432 32.5 2.0$175,568 19.72.4$174,636 28.2 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Chubb Corp. 2.2$154,689 24.3 1.9$164,855 24.02.3$166,836 22.1 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Royal Palm Insurance Co. 2.2$153,912 36.3 2.9$246,083 20.42.4$172,663 26.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
United P&C Insurance Co. 2.0$134,906 31.9 1.4$117,442 15.31.6$113,781 26.6 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Nationwide Mutual Group 1.9$134,057 61.6 2.9$250,340 35.42.0$146,308 74.3 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Universal Group Inc. 1.6$112,222 37.2 2.0$173,730 18.41.7$125,225 22.1 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Northern Capital Insurance Co. 1.5$103,482 38.2 0.7$56,019 11.40.7$52,914 24.5 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Sthrn Farm Bureau Cas Ins Grp 1.5$100,281 50.0 1.3$108,253 34.51.3$95,054 39.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Security First Insurance Co. 1.4$93,783 24.9 1.1$90,977 16.91.1$76,826 18.9 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Homeowners Choice P&C Ins Co. 1.3$92,683 29.4 0.1$5,535 46.80.5$37,357 32.8 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Sunshine State Insurance Co. 1.3$91,364 28.7 0.8$65,004 28.11.0$71,747 27.1 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Zurich Financial Services/Farmers 1.3$89,448 23.3 1.1$91,935 26.71.2$87,663 23.9 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
First Protective Insurance Co. 1.2$82,043 24.1 1.2$103,320 19.71.1$80,136 15.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Southern Fidelity Ins Co. 1.0$72,077 32.9 1.1$92,543 34.00.9$67,782 24.2 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Olympus Insurance Co. 1.0$71,456 25.2 0.4$30,478 22.00.6$45,561 30.5 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Hartford Financial Services 1.0$67,654 64.7 1.6$133,295 28.61.3$94,087 46.4 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
21st Century Holding Co. 1.0$67,386 40.4 1.2$100,481 34.00.9$61,530 30.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Florida Family Group 1.0$66,212 27.4 0.9$79,598 26.71.0$69,083 29.9 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Amer Integrity Ins Co. of FL 0.9$59,841 33.4 0.5$38,942 26.50.8$54,334 33.4 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Allianz/Firemanʼs Fund 0.8$52,790 30.6 0.8$72,479 24.40.9$65,664 20.6 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Cypress Insurance Group Inc. 0.8$52,720 43.6 0.9$74,980 24.40.7$50,975 38.8 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Southern Oak Insurance Co. 0.8$52,674 16.2 0.4$32,081 14.30.8$57,011 17.3 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
GeoVera Insurance Holdings Ltd 0.8$52,589 46.6 0.8$71,530 32.70.8$60,765 28.2 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Gulfstream P&C Insurance Co. 0.7$47,953 41.3 0.7$56,770 23.30.5$33,682 33.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
American Traditions Ins Co. 0.6$40,379 27.4 0.5$39,024 19.70.5$38,887 24.0 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Travelers Cos 0.5$37,587 16.7 1.3$109,165 29.90.6$39,761 12.4 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Fidelity Fire & Casualty Co. 0.5$37,478 23.3 0.3$21,919 22.10.4$30,002 24.5 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
Amica Mutual Insurance Co. 0.5$37,424 38.7 0.6$48,804 28.20.6$42,876 30.8 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %
People's Trust Insurance Co. 0.5$36,165 22.0 0.3$22,651 17.1 $6,932,094 $7,245,899 $8,585,265 ? ? ? Florida% % %% % %

Data Source: SNL Financial, by permission, and the Property Insurance Report Database.
*Loss Ratio is incurred losses as a percentage of direct premium earned. The ratio does not include dividends or loss adjustment
expense. Single year data can be skewed by reserve adjustments. Missing data not available and/or applicable.

Statewide Totals $6,932,094 38.4 $8,585,265 25.6$7,245,899 33.9 %%%
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the state’s economy can’t handle a sudden in-
crease in property insurance prices. Too big a 
move would have a profound impact on the real 
estate market. Insurers can’t agree with this con-
cept in public, but privately they concede that 
moving rates upward to the necessary level will 
take time.

But the way rates have risen in the past few 
years is exactly the wrong way to do it. An insur-
er asks for 20%, and the state approves just 10% 
and then tells the insurer to come back the next 
year for more. This way no one knows what the 
future holds, and no one can prepare. Consum-
ers don’t know where prices are going. Insurers 
don’t know what their long-term prospects might 
be. The entire process is childish.

There is a better solution. Arrive at an agreed 
price, and then negotiate a phase-in period. If an 
insurer needs 30%, but you, as governor, believe 
the state can only handle 10% a year, go ahead 

and approve 10% a year for three years. Property 
insurance is not like auto insurance or workers 
compensation insurance, where trends are mov-
ing up and down. Rather, we are talking about 
long-term risk that is being measured by mod-
els that, even with constant refinements, won’t 
suddenly conclude there is no hurricane risk in 
Florida.

By agreeing in advance to implement rate 
increases over time, insurers know what their 
revenue streams will be – making it easier to 
purchase reinsurance intelligently. And consum-
ers will have time to adjust to the ultimate cost 
of living in their homes. This would be the way 
rational adults would work out this timing prob-
lem.

•
Issue No. 5: Subsidies are OK, when they 
are transparent. 

There is currently a nasty hubbub in Florida 

Property Insurance Profit Margins
10 Year Summary, % of Direct Premiums Earned, With National Averages

Florida

Line of Business
State Homeowner

Natʼl Homeowner

State Fire
Natʼl Fire

State Comm MP

Natʼl Comm MP

Sources: National Association of Insurance Commissioners; Property Insurance Report. Note: Calculations by
Property Insurance Report using NAIC data. Calculations are estimates, some based on national averages.

Avge
Total
Profit

State Allied Lines
Natʼl Allied Lines
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9.8
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-125.1

2006
Total
Profit

31.5

49.8

34.7
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of the subsidies are clear, and don’t use the rate-
making process to suppress rates in certain areas 
for a political purpose. 

Likewise, an argument can be made that 
coastal homeowners will bear the brunt of the 
statewide rate increases, and it is vital to the 
state’s economy and tax base that these increases 
be tempered. Rich people, like insurance com-
panies, are uniquely capable of voting with their 
feet. If you make life miserable for rich people 
paying top dollar for their South Beach man-
sions, they will gladly take their retirement/vaca-
tion dollars elsewhere. 

Full-time Floridians benefit mightily from 
snowbirds, and the richer the snowbirds the 
greater the benefits to the state. 

Over time, it is most wise to have homeown-
ers pay insurance rates that match the risk their 
properties represent. But it will take time. As 
the state adjusts, it will serve everyone to speak 
honestly about “subsidies” and shelve, for a mo-
ment, self-defeating demagoguery.

For those who argue, probably correctly, that 
the current rates at Citizens favor coastal resi-
dents, the solution is found in first making rates 
more accurate for everyone and then reducing 
the limits on policies sold through the state-run 
pool. This will also serve to reduce the expo-
sure of the residual market. Multimillion-dollar 
homes don’t really belong there, anyway. 

•
Issue No. 6: Regulation is not a crime 
against humanity.

Gov. Scott, insurers are giddy when they hear 
you speak of your disdain for regulation. And in 
many cases, you are wise to eliminate regulation. 
But while insurers would never publicly agree, 
we believe the Florida property insurance market 
is in desperate need of close regulation. 

There are several reasons. Most obviously, 
wild swings in prices would be the natural out-

Continued From Page 5
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over who is subsidizing whom. It is said that 
insurance costs for homeowners on the coast 
– often the most wealthy residents – are being 
subsidized by inland homeowners. This is col-
ored by the belief that many of the wealthy being 
subsidized are not even Floridians, but rather 
part-time residents.

(How ironic that Floridians who would like 
their insurance subsidized by Americans in the 
Midwest are balking about intra-state subsidies. 
But we digress.)

We have no problem with subsidies. But 
they must be overt, so everyone knows what is 
going on. If state policymakers feel they must 
subsidize insurance for the poor – which may be 
excellent public policy – make sure the extent 

Group Name
2009

Premiums

 Mkt
share
2009

Loss
Ratio*

2009
2007

Premiums

 Mkt
share
2007

Loss
Ratio*
2007

2008
Premiums

 Mkt
share
2008

Loss
Ratio*
2008 Total DPW09 Total DPW08 Total DPW07 Total LR09 Total LR08 Total LR07 State

2009 E
Premiums

2007 E
 Premiums

2008 E
Premiums

2009
Loss Incur

2007
 Loss Incur

2008
Loss Incur

2009 E
Premiums

2007 E
 Premiums

2008 E
Premiums

2009
Loss Incur

2007
 Loss Incur

2008
Loss Incur

Commercial Multi-Peril Insurers
(Non-Liability)

Groups Ranked by 2009 Premiums Written (000)

Florida

Zurich Financial Services/Farmers 16.3$234,415 11.7 15.9$230,330 13.019.8$275,075 6.8 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 266515 $218,588267491 31205 2835518281 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
American Coastal Ins Co. 11.3$162,907 2.1 1.9$27,082 31.07.7$106,693 13.3 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 126740 $3,33685416 2650 103411358 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
QBE Insurance Group Ltd. 8.0$115,242 37.4 4.2$60,255 55.03.7$51,049 52.1 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 109583 $93,83154884 40959 5163928599 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Chubb Corp. 4.4$63,288 11.6 4.3$62,246 13.36.4$88,881 24.4 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 82434 $60,81572926 9520 807217809 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Nationwide Mutual Group 4.0$57,835 39.3 4.2$60,966 43.14.1$57,242 41.3 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 58517 $64,08557126 22999 2759123593 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Allianz/Firemanʼs Fund 3.9$56,600 17.1 3.5$49,782 18.23.4$46,912 26.7 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 51637 $47,79349021 8847 870913109 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
State Farm Mutl Automobile Ins 3.8$54,408 25.3 5.4$77,609 34.85.3$74,283 50.2 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 63364 $84,75676386 16035 2946938324 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Travelers Cos 3.8$54,064 4.7 6.7$96,931 -30.64.6$63,697 27.1 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 58817 $108,54176887 2765 -3321120808 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Liberty Mutual Holding Co. 3.7$52,698 12.7 3.7$53,520 45.34.0$55,260 10.6 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 53981 $51,72454997 6879 234075851 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Safe Harbour Holdings LLC 3.6$51,448 9.4 2.5$36,072 14.33.2$44,601 9.4 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 46605 $19,67644487 4358 28064169 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Main Street America Group 3.3$47,385 16.6 3.0$43,561 23.43.2$43,807 20.1 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 45956 $41,52443287 7604 97178692 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Hartford Financial Services 3.0$42,467 25.0 4.2$60,850 24.83.7$50,981 13.1 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 45123 $64,98956338 11296 161287382 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Munich-American Holding Corp. 2.9$41,157 23.2 0.7$9,376 29.20.9$12,524 12.6 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 36096 $12,99411198 8378 38001415 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
ACE Ltd. 2.3$33,078 16.6 2.6$37,921 -49.92.4$33,264 29.9 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 33555 $34,85135448 5567 -1738210596 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
CNA Financial Corp. 2.0$28,609 12.9 3.3$47,314 48.92.5$34,856 14.7 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 31585 $57,39640567 4086 280845970 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
Hanover Insurance Group Inc. 1.7$24,190 18.6 1.7$24,649 22.11.7$23,856 21.2 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 23850 $23,91623947 4437 52895087 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
GuideOne Insurance 1.5$21,722 33.2 1.5$21,634 51.51.5$20,791 23.1 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 21300 $19,93221016 7079 102634861 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758
ARX Holding Corp. 1.5$20,831 34.7 1.8$25,437 46.10.8$11,194 -25.5 $1,441,162 $1,391,531 $1,444,651 19.82 20.95 21.99 Florida% % %% % % 17139 $34,02915346 5940 15672-3906 $1,451,823 $1,454,355$1,430,565 $287,709 $319,824$299,758

Statewide Totals $1,441,162 19.8 $1,444,651 22.0$1,391,531 21.0 %%%

Data Source: SNL Financial, by permission, and the Property 
Insurance Report Database.
*Loss Ratio is incurred losses as a percentage of direct premium 
earned. The ratio does not include dividends or loss adjustment 
expense. Single year data can be skewed by reserve adjustments.

State Market Focus: FLORIDA



Property Insurance ReportJanuary 11, 2011 Page 7

Warning: Property Insurance Report is a confidential, copyrighted newsletter for subscribers only.
 No part of this publication may be reproduced by any form or means, including photocopying, scanning or 
facsimile transmission, without prior permission of the Publisher. For information call (949) 443-0330.

Reprinted With Permission Of The Publisher

Please see FLORIDA on Page 8

Group Name
2009

Premiums

 Mkt
share
2009

Loss
Ratio*

2009
10.1

2007
Premiums

 Mkt
share
2007

$146,269 16.6

Loss
Ratio*
2007

17.0

2008
Premiums

 Mkt
share
2008

$261,196 12.2

Loss
Ratio*
2008 Total DPW09

$1,658,834

Total DPW08

$1,533,643

Total DPW07

$1,453,891

Total LR09

23.19

Total LR08

22.01

Total LR07

22.80

State

Florida%%

2009 E
Premiums

278390

2007 E
 Premiums

$108,766

2008 E
Premiums

211955

2009
Loss Incur

34331

2007
 Loss Incur

18050

2008
Loss Incur

25744

2009 E
Premiums

$1,605,718

2007 E
 Premiums

$1,447,929

2008 E
Premiums

$1,504,227

2009
Loss Incur

$372,393

2007
 Loss Incur

$330,197

2008
Loss Incur

$331,110

Fire Insurers
Groups Ranked by 2009 Premiums Written (000)

Florida

Assurant Inc. 18.3$302,952 12.3% %% %
American International Group 14.1$234,154 6.2% %% %
Bank of America Corp. 13.7$227,788 6.6% %% %
Citizens Property Ins Corp. 9.3$153,480 86.5% %% %
Zurich Financial Services/Farmers 3.0$48,863 9.2% %% %
Liberty Mutual Holding Co. 2.9$47,543 7.3% %% %
Travelers Cos 2.6$42,989 11.2% %% %
FM Global 2.2$36,492 15.5% %% %
Amer Integrity Ins Co. of FL 2.2$35,642 22.5% %% %
Alleghany Corp. 2.1$35,494 95.2% %% %
Munich-American Holding Corp. 2.1$34,146 10.5% %% %
Berkshire Hathaway Inc. 1.4$23,654 16.1% %% %
Southern Fidelity Ins Co. 1.4$22,475 36.3% %% %
Florida Family Group 1.2$20,422 28.9% %% %
Ironshore Inc. 1.2$20,313 45.5% %% %
Universal Insurance Hldgs Inc. 1.2$20,196 34.6% %% %
Arch Capital Group Ltd. 1.1$18,621 -0.6% %% %

Data Source: SNL Financial, by permission, and the Property 
Insurance Report Database.
*Loss Ratio is incurred losses as a percentage of direct premium 
earned. The ratio does not include dividends or loss adjustment 
expense. Single year data can be skewed by reserve adjustments.

Statewide Totals $1,658,834 23.2 $1,453,891 22.8$1,533,643 22.0 %%%

State Market Focus: FLORIDA
Continued From Page 6
come of a pure market-based system where in-
surers could charge whatever they like. 

For evidence of how this works, just look to 
the unregulated catastrophe reinsurance market, 
which swings wildly up and down depending on 
the most recent storm, investment returns and the 
availability of capital. Homeowners can’t handle 
such swings, so regulation is necessary to protect 
insurers from ruining their own market.

This kind of tempering is not to be confused 
with the politically driven rate suppression that 
has occurred in Florida in recent years. But just 
because Florida has done a poor job of regulat-
ing rates does not mean it should not regulate 
them at all.

Though everyone thinks primarily of pricing 
when they think of regulation, we contend that 
pricing is secondary in importance to solvency 
and market conduct.

The regulator’s responsibility in Florida goes 
in this order:

1. Ensuring solvency, or, asking insurers: 
Will you have the cash to honor your commit-
ments when the claims appear? There are those 
who believe Florida’s regulators, desperate to at-
tract any kind of capital to the state, have shirked 
their responsibility and allowed under-capital-
ized insurers to make commitments they will not 
be able to keep. This is a serious accusation, and 
we encourage a close examination of the strength 
of licensed insurers. No task is more important 
than ensuring that insurers can keep their prom-
ises.

2. Regulators must demand that insurers 
show how they will handle claims after a big 
storm. It is one thing to have the cash on hand, it 
is quite another to have adequate personnel and 
other resources to visit customers at their dam-
aged homes, adjust losses and issue checks in a 
timely fashion.

We submit that one of the more dangerous 
outcomes of the departure of national insurers 

from Florida is the loss of their national claims 
networks. After Hurricane Andrew and other 
big storms, national insurers flew staff mem-
bers from all over the country, paid top dollar to 
house them wherever possible, and made use of 
enormous resources to handle a surge of claims 
that no single-state insurer could handle. The 
loss of these claims resources will mean Florid-
ians will be waiting a very long time for help 
after a big storm. It is the responsibility of Flor-
ida’s regulators to demand insurers demonstrate 
their preparations for handling claims after a big 
storm.

3. Policing insurer behavior to make sure 
they keep their promises and treat customers 
fairly.

4. Managing prices to ensure they are ad-
equate and fair, and that the pace of change is not 
damaging to consumers and the economy.
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Group Name
2009

Premiums

 Mkt
share
2009

Loss
Ratio*

2009

2007
Premiums

 Mkt
share
2007

Loss
Ratio*
2007

2008
Premiums

 Mkt
share
2008

Loss
Ratio*
2008 Total DPW09 Total DPW08 Total DPW07 Total LR09 Total LR08 Total LR07 State

2009 E
Premiums

2007 E
 Premiums

2008 E
Premiums

2009
Loss Incur

2007
 Loss Incur

2008
Loss Incur

2009 E
Premiums

2007 E
 Premiums

2008 E
Premiums

2009
Loss Incur

2007
 Loss Incur

2008
Loss Incur

Allied Lines Insurers
Groups Ranked by 2009 Premiums Written (000)

Florida

Citizens Property Ins Corp. 44.0$1,237,046 1.0 58.0$1,985,025 26.251.3$1,558,659 12.4 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 1370837 $2,026,2661733176 14047 531058214611 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Bank of America Corp. 8.4$236,843 8.1 1.8$62,596 10.14.8$145,401 10.1 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 202658 $46,493112587 16496 468011350 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Assurant Inc. 6.3$177,789 12.3 2.9$98,799 6.25.0$152,933 11.0 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 161073 $74,280131600 19784 459714484 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
American International Group 5.2$144,973 40.6 4.6$158,769 11.54.9$149,804 54.2 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 143856 $138,114155241 58448 1587184089 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Alleghany Corp. 2.7$74,609 10.2 2.3$78,468 -9.22.4$73,269 13.6 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 75338 $81,90072941 7656 -75199919 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
QBE Insurance Group Ltd. 2.4$67,159 43.0 1.3$42,657 64.82.2$67,286 29.7 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 66851 $38,33352497 28769 2483415579 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
FM Global 2.4$66,401 5.5 2.0$67,306 27.41.8$54,179 -15.6 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 65635 $64,80257935 3629 17722-9062 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
ACE Ltd. 2.3$63,884 -19.6 2.2$74,094 -16.32.7$82,440 50.2 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 67965 $78,67780626 -13312 -1284240460 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
AXIS Capital Holdings Ltd. 2.1$60,218 -0.0 2.2$74,605 84.81.9$56,968 -4.5 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 57696 $66,43967876 -21 56334-3020 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Zurich Financial Services/Farmers 1.9$54,215 43.2 1.6$54,768 117.11.8$54,123 18.7 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 55136 $54,53954552 23797 6385510185 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Arch Capital Group Ltd. 1.8$50,286 -1.1 1.3$45,933 -25.71.5$46,739 -0.9 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 50572 $49,54449591 -542 -12740-457 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
ARX Holding Corp. 1.6$45,756 20.4 1.5$50,253 39.71.5$43,923 24.0 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 44878 $51,33546495 9141 2038111151 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
CNA Financial Corp. 1.3$35,604 18.6 1.2$42,477 -13.91.1$33,668 2.5 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 35431 $46,63238051 6582 -6463950 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Nationwide Mutual Group 1.3$35,100 13.8 1.1$39,136 25.21.2$36,512 35.2 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 36116 $38,42236599 4978 966512899 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Travelers Cos 1.1$30,956 -17.9 1.0$32,994 -83.71.0$29,587 46.8 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 30760 $33,40831074 -5499 -2796414536 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
Universal Insurance Hldgs Inc. 1.0$27,489 13.6 0.8$25,908 11.61.1$34,198 16.9 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 29753 $23,19131467 4053 27015323 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839
RLI Corp. 1.0$26,832 -4.0 0.8$28,711 13.31.0$28,791 -0.1 $2,809,876 $3,038,374 $3,420,837 8.73 15.07 21.81 Florida% % %% % % 28973 $29,71927934 -1168 3946-19 $2,892,766 $3,434,247$3,165,078 $252,497 $748,987$476,839

Data Source: SNL Financial, by permission, and the Property 
Insurance Report Database.
*Loss Ratio is incurred losses as a percentage of direct premium 
earned. The ratio does not include dividends or loss adjustment 
expense. Single year data can be skewed by reserve adjustments.

Statewide Totals $2,809,876 8.7 $3,420,837 21.8$3,038,374 15.1 %%%

•
Issue No. 7: Keep big national insurers in 
Florida.

On our short list of stupid and irresponsible 
things said by politicians, this is near the top: 
“They probably charge the highest rates in the 
state anyway … Floridians will be much better 
off without them.” 

The speaker? Former Florida Gov. Charlie 
Crist, in 2009, when State Farm said it would 
rather leave the state’s homeowners insurance 
market than continue to sell insurance at a price 
far below its perceived needs.

Beyond the claims resources offered by the 
big national insurers, there is another important 
reason why companies such as State Farm and 
Allstate are critical to the health of the Florida 
insurance market: National insurers are not held 
hostage to the volatility of the reinsurance mar-

State Market Focus: FLORIDA
Continued From Page 7 ket. Florida politicians have long complained 

about how reinsurers boost rates up radically 
after storms, only to allow them to drift down 
slowly as memory of the storm fades or when 
capital might flow into the catastrophe reinsur-
ance market. So frustrated were they that the 
state of Florida created its own reinsurance op-
eration – the Florida Hurricane Catastrophe 
Fund.

As the big national insurers have left the 
state, Florida has been blessed by the entry of a 
number of entrepreneurial insurance operations 
that have set up shop to take on the abandoned 
customers. But unlike State Farm, Allstate and 
other national firms, the new insurers don’t have 
billions of dollars of capital drawn from opera-
tions in other states. Rather, these single-state 
insurers draw capital and disperse their risk by 
purchasing reinsurance. We are ready to accept 
that there is sufficient reinsurance for these new 
companies to pay their claims after a storm, or 
maybe even two storms in a year. 

But after these storms, the startup insurers 
will likely see their reinsurance renewal prices 
shoot through the roof. The startup insurers will 
then need to seek enormous price increases in 
order to buy more reinsurance. Should regulators 
reject these requests, the startups will be forced 
to close their doors and nonrenew their custom-
ers. The concept of implementing rate increases 
over time vanishes when you are talking about 
reinsurance, not the infinitely more patient pri-
mary capital of big national insurers. Imagine 
this: These big insurers posted huge losses over 
the past two decades, and yet it was 2009 when 
State Farm finally threw in the towel. No rein-
surer would have endured decades of frustration 
and continued red ink.

By moving so much of its capacity away 
from national firms with their own capital to 
smaller firms that rely on reinsurance, Florida 
has essentially eliminated its buffer from rein-
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surance volatility and surrendered its ability to 
manage price movements. There will be no bluff-
ing, blustering or negotiating after a big storm. 
Consumer prices will rise to match reinsurance 
demands or small insurers will close their doors.

This is not to say the new insurers are not a 
valuable addition to the landscape. They are and 
will continue to be vital to the state’s insurance 
market health. But over-reliance on this group of 
insurers is folly.

More than a few reinsurers and small in-
surers disagree with our assessment, saying 
we overstate reinsurance volatility. Even if we 
overstate the case (which we doubt), there is no 
question that primary capital from national insur-
ers is more patient and stable than reinsurance 
capital. Florida has made a major blunder here, 
and policymakers must do all they can to reverse 
the trend.

•
Issue No. 8: Floridians should not self-
insure for storms.

With highly developed land in the path of 
some of the world’s most fierce hurricanes, 
Florida faces one of the world’s biggest catastro-
phe risks. This is the situation for which insur-
ance was created. By spreading such catastrophe 
risk in a global insurance market, Floridians can 
protect themselves from financial loss at the low-
est possible price. The most foolish thing one 
could do is keep this risk close, essentially self-
insuring for a risk far bigger than a single state 
could ever hope to handle. And of course, that is 
exactly what Florida has chosen to do. 

Florida is overexposed in at least three ways. 
First, through state-run Citizens Property Insur-
ance, far too many properties rely on the taxpay-
ers to cover losses. 

Secondly, by replacing giant national and 
international insurers with smaller regional in-
surers, Florida faces the prospect of more insol-
vencies. In most states, claims against an insol-

vent insurer are paid by other insurers through a 
guaranty fund. Florida is different – isn’t it ever 
such? – and the guaranty fund is backed not by 
insurers, but by taxpayers. 

Third, the state has sold billions of dollars in 
reinsurance through its own reinsurer, the Florida 
Hurricane Catastrophe Fund. Excess losses by 
the catastrophe fund will be financed by – you 
guessed it – taxpayers.

And so here you have it: After a giant storm, 
at the very moment when Florida’s economy is 
at its very weakest point, the state will venture 
into the bond markets seeking to borrow billions 
of dollars. Florida will likely find itself unable 

to raise all the cash it needs, and what money 
is raised will be at interest rates approximating 
those offered by a loan shark. Should a storm 
come in 2011, when the viability of the United 
States municipal bond market is generally threat-
ened by possible municipal insolvencies, Florida 
will be in water so hot it would turn to steam.

After the pain of the costly short-term cash 
crunch, Floridians would carry a burden of as-
sessments to pay off debt for decades to come, 
putting a further drag on the economy.

Have we mentioned that this is a terrible 
plan? And it was all done in the name of sup-
pressing property insurance rates. Governor, get 
Florida out of the insurance business. It will end 
in tears.

•
Issue No. 9: The federal government is 
not coming to the rescue.

We’ve heard this one many times: Florida 
has too many electoral votes to be ignored by 

After a giant storm, at the 
very moment Florida’s economy 
is weakest, the state will be 
forced to sell more bonds than 
the market can absorb.
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Washington after a big event. There is, no doubt, 
some truth to that. But there is no scenario where 
the federal government rebuilds homes to their 
pre-loss condition, where homeowners have 
their living expenses paid, where the contents of 
lost homes are replaced down to the last pair of 
socks. If Floridians are happy with a $500 gift 
card to Target instead of the benefits of a hom-
eowners insurance policy, then by all means wait 
around for Washington to come to the rescue.

One more thing: One of the largest Ameri-
can cities was recently submerged in water, and 
that did not spur Congress to seriously consider 
a federal catastrophe fund. Is it rational to think 
anything might change in advance of a Florida 
hurricane, especially in light of the already-huge 
federal budget deficit?

•
Issue No. 10: Florida must lead the nation 
in developing better building codes.

In the 1960s, schoolchildren in Los Ange-
les would occasionally stay home from school 
because the air outside was not safe to breathe. 
Although the federal government was already fo-
cused on air pollution, changes were coming too 
slowly for California, so the state took the lead 
in demanding less pollution from cars, industry 
and even lawn mowers. Industry screamed at the 
cost and trouble, and even the public complained 
about the increased cost of cars in California, not 
to mention lower vehicle performance in the land 
where driving fast is considered a birthright. 

It took a few decades, but today the air qual-
ity in Los Angeles is profoundly improved, and 
on a clear day you can stand on the beach and 
see distant mountaintops covered with snow. 
Such a view hasn’t been possible since the Na-
tive Americans first complained about the natural 
haze that backed up against the hills in the Los 
Angeles basin. Angelenos today are fanatical 
about clean air rules.

It won’t be popular right away, but Florida 

needs to aggressively pursue the best building 
codes in the nation and push for mitigation above 
and beyond any effort seen in the world today. 
It will take a few decades, but a concerted effort 
can and will have a profound effect on protecting 
the life and property of Floridians.  The insur-
ance industry is doing its part with the recent 
opening of a research facility by the Institute 
for Business and Home Safety. Florida needs to 
step to the plate and demand a better future for 
its citizens.

In summary, Gov. Scott, there are solutions 
to Florida’s property insurance market. The 
choices outlined above may seem difficult, but 
only when you fail to consider what would hap-
pen if a storm makes landfall in a coming hur-
ricane season. Floridians don’t know it, but they 
stand on an economic precipice. One big blow 
and the state will tumble into financial chaos. 
The path to a more stable future is clear, and 
with leadership you can take the state to a much 
better place before your first term is out. All you 
need is the nerve to tell the truth and take the 
hard decisions. Do you have what it takes?

Best wishes and good luck,
Property Insurance Report


