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U.S. Property/Casualty

A.M. Best Comments on Hurricane 
Irma’s Potential Impact on U.S. 
Property/Casualty & Global 
Reinsurance Industry
With Hurricane Irma having already impacted the Caribbean and threatening the southeast 
coast of the United States, A.M. Best has begun to assess the potential financial effect of this 
event on the U.S. property/casualty (P/C) and global reinsurance industry.

Irma’s most recent storm track has it moving up the keys through Florida before hitting other 
states, such as Georgia, South Carolina, and Alabama. It has weakened to a Category 4 storm, 
with wind speeds of 150 miles per hour currently, and has thus far caused severe damage in 
Barbuda, Virgin Islands, Dominican Republic, Haiti, Puerto Rico, and other areas and islands in 
the Caribbean. It is anticipated that it will remain a Category 4 storm when it makes landfall in 
Florida over the weekend. 

Puerto Rico’s Governor Ricardo Rosello declared a state of emergency and activated the 
National Guard to provide emergency relief support in response to the strongest hurricane to 
ever hit the island, where early estimates are that over one million people have lost power. 
A.M. Best will closely monitor the situation in Puerto Rico and evaluate Irma’s impact in the 
context of its loss expectations, as well as any potentially material deviations that could lead to 
negative rating actions for companies operating in the region. 

The potential for catastrophic property losses is a very real possibility in Florida, where 
officials have issued mandatory evacuations. Although the strength of the wind should 
not be overlooked, Irma will also include a significant storm surge that could result in 
widespread catastrophic flooding. The storm surge has reportedly been as high as 20 feet in 
some of the Caribbean islands. 

Tropical storm activity had been relatively calm in Florida for some time but has begun to 
intensify over the last year or two. In 2016, Florida experienced the effects of two hurricanes, 
Hermine and Matthew, although neither caused damages to the extent that Irma is projected 
to cause. Prior to 2016, the last major hurricane in Florida had been Hurricane Wilma in 2005. 
In addition, Hurricane Irma marks the second major hurricane threatening the coastal United 
States in well under a month, following Hurricane Harvey in Texas. 

A.M. Best’s credit rating assessment includes a risk-adjusted view of overall capitalization—
which takes into account a reasonably severe event—as well as a detailed analysis of an 
insurer’s catastrophe reinsurance programs. If the track and intensity of the storm progress as 
anticipated, Irma will fall under the category of an extraordinary event, making it one of the 
worst hurricanes to make landfall in the United States. A.M. Best will evaluate the entities it 
rates in the region in the context of A.M. Best’s previous loss expectations and any potentially 
material deviations that could lead to negative rating action in the form of under-reviews, 
outlook revisions, or downgrades. 
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Although company loss estimates will take time to determine, all of the A.M. Best-rated entities 
are expected to provide preliminary estimates and/or ranges of their potential losses within 
a reasonable timeframe. These loss estimates should include any potential effects and take 
into account the involvement of any government-specific “wind” and “beach” residual market 
mechanisms when applicable. Principal among these are the National Flood Insurance Program 
(NFIP), which is responsible for almost all residential flood coverage in the country, and the Florida 
Hurricane Catastrophe Fund (FHCF), which provides reinsurance coverage for Florida residential 
property writers. The NFIP has been stressed by severe flooding events in recent years (including 
Superstorm Sandy in 2012 and, now, Hurricane Harvey in 2017). The FHCF, on the other hand, has 
not had to contend with a major event in recent years, and so its liquidity has improved. 

The Florida personal lines market consists of regional/local and large national primary 
carriers. The smaller regional carriers are more vulnerable to catastrophic events due to their 
geographic concentration of risk. For the most part, these Florida regional companies rated by 
A.M. Best maintain appropriate levels of capitalization and purchase significant catastrophe 
reinsurance protection; however, these programs have not been tested with a severe event 
such as Hurricane Irma. Although home and auto losses are likely to be substantial based on 
the current track of the storm, it is too early to tell what the impact of this event will be on the 
Florida personal lines segment, which is already pressured by escalating losses associated with 
the Assignment of Benefits (AOB). 

The commercial insurance segment is likely to experience significant claims for both direct 
property losses and business interruption if Irma’s impact is in line with current forecasts. 
Although many of the national writers have meaningfully reduced their exposures to wind 
events in the Southeast over the past decade, an event of this magnitude is often still a 
significant contributor to PMLs at the 1% and 0.4% probabilities. A.M. Best anticipates that 
third-quarter and annual earnings for most public commercial segment companies will be 
adversely affected by the one-two punch of Harvey and Irma. Risk-adjusted capitalization is 
likely to remain supportive of most ratings, based on results of stress tests using modeled 
catastrophe losses. For rated companies with significant concentrations in Florida and the 
nearby states that may be impacted by Irma, however, the effect may be more substantial. A.M. 
Best will assess the impact on individual company’s ratings as loss estimates become available. 

As for the global reinsurers, although the extent of the financial impact will depend on 
the storm track and the damages inflicted, the majority of reinsurers will incur losses from 
this event. Should Irma’s impact amount to an insured industry loss above $75 billion, the 
reinsurance sector is likely to incur a meaningful underwriting loss for the full year and 
experience a modest loss of capital. Those reinsurers that have historically specialized 
in property catastrophe reinsurance or are more U.S.-centric and have maintained their 
risk appetites for Florida and Caribbean property catastrophe risks are likely to be more 
disproportionately impacted by these losses. Renaissance Re, Everest Re, Validus Re, and 
Lloyds have historically committed a significant amount of capacity to this market. However, 
over the past few years, all reinsurers have started pulling back capacity or are increasingly 
using retrocessional protection—much of it from capital market vehicles—to reduce exposure, 
given that pricing conditions in the property catastrophe market have deteriorated. A.M. Best 
expects the impact to reinsurers’ earnings to be more pronounced as a result of the price 
erosion. However, balance sheets are extremely strong and have been stress-tested sufficiently 
to absorb extreme losses. 

A.M. Best will continue to closely monitor the financial impact of Hurricane Irma on the 
entities it rates and will provide updates on ratings as necessary.
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