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When approaching the reinsurance market, it helps to have a bit of history. Understanding the 
ways the market has changed over the past several years puts buyers in a more empowered 
position to ask the right questions, approach the right markets and get the best value for their 
risk dollars.

A Swing of the Pendulum: From 
Robust Programs to Light Touch
Traditionally, healthcare reinsurers offered a robust model to 

customers, with additional services including claims analysis, 

access to vendor contracts in high-cost, specialty areas like 

organ transplant or dialysis, nurse hotlines, pre-natal teams and 

general expertise on “who to call” regarding specific claimant 

issues. Low loss ratios — around 65-75 percent — and high levels 

of client retention not only enabled, but also justified, those 

auxiliary services and let them take on a high expense load while 

maintaining a profitable business.

That was before the implementation of the Affordable Care Act 

(ACA) began to bring attention to the healthcare insurance space. 

A combination of hardening markets for property and casualty 

insurers, depressed interest rates affecting life and disability 

insurers, and the elimination of lifetime maximums brought on by 

the ACA, creating demand, made the healthcare space an attractive 

one. New companies raced to enter, and to outcompete each other. 

Certain markets set their prices low, even at a loss, in order to grow 

market share. Rather than offering the robust model of traditional 

reinsurers, some of these new entrants stripped away the bells 

and whistles and offered a bare-bones risk transfer solution. Their 

value proposition was not the ability to dive into an insurer’s claim 

and help them understand it, but the simplicity of interaction and 

willingness to promptly pay. With a reduced expense load, this 

strategy would conceivably support higher target loss ratios. 

At the same time, insurance carriers turned to the reinsurance 

market in force as a result of the ACA, coupled with the upward 

trend of high-cost claims. In this new world, the potential claims 

carriers would have to cover was suddenly unlimited. Furthermore, 

many high-risk populations got phased out of state-sponsored 

plans, further driving up the risk on carrier balance sheets — 

and further encouraging them to seek support from low-touch, 

competitively priced reinsurers. 



The Market Settles Out 
The more robust models of some traditional reinsurers came with 

a built-in check-and-balance system. Take, for example, HMOs or 

system-owned payers. With the reinsurer scrutinizing claims, the 

notion (while not founded) that one could be freer to overcharge, 

overbill or overdeliver was being addressed. But with the “low-

touch” trend over the last couple of years, some of these reinsurers 

have felt less empowered to scrutinize claims as they used to, with 

carriers quickly becoming accustomed to prompter payment of 

claims with few questions. 

Now, however, the pendulum is coming to rest somewhere in 

between these two models. We find ourselves at the edge of a 

potential market dynamic shift, with increasing cost, severity and 

frequency of claims. Some of those low-touch, low-cost providers 

have exited the business, or else become more hands-on in their 

approach to claims, raised their rates significantly, adjusted their 

appetite around certain frequency of claims or cut coverage via 

limitations or exclusions. This has allowed the traditional robust 

reinsurers to again flex their muscles. 

What Insurers Need to Know as They 
Approach the Market
While there have been some notable market exits, the reinsurance 

marketplace is still sizable. There are 20-25 reinsurers that could 

actively offer a quote on most types of business, with a smaller pool 

for specialized businesses, for example, Medicaid-only. Different 

carriers have different needs: some seek help or improvements in 

processing claims and reducing their excess loss potential. Others 

simply need to transfer risk, without signing up for an onerous 

claims audit. It all depends on the insurer and their approach to 

 the business.

Buyers also need to understand trends in policy exclusions, and 

where they can push back in terms of which claims and what size of 

claim will be covered. For example, certain reinsurers are cutting 

back significantly on injectables, specialty pharmaceuticals and 

other high-cost medical coverage. Others are putting more  

scrutiny on out-of-state claims.  

Buyers should also ensure they  keep the lines of communication 

open with their reinsurer in order to spot potential changes in the 

reinsurer’s strategy and underwriting guidelines that might affect 

next year’s coverage. 

 

 
 
GCMarketPulse 2019 Survey Highlights

Guy Carpenter  analyzed data from 65 healthcare reinsurance 

placements to help clients understand market trends. Here are key 

findings from this year’s survey:

 • Fewer reinsurers: Fewer markets had a minimum number of 

quotes to qualify for the study, showing that some reinsurers 

have dropped off or exited (though the market still remains 

robust).

 • More disciplined pricing: The wide quote dispersion we have 

witnessed in the past few years has begun to tighten up as rate 

increases and pricing discipline affect the overall market.

 • Trend towards lasering: More reinsurers are “lasering” certain 

high-cost claimants or putting exclusions on them, in some 

cases before that claimant has ever presented at such thresholds.

 • Increased frequency of large claims: Carriers across all 

healthcare segments continue to see an increase in the number 

of large claims, with reinsurers often bearing the brunt of  

these losses.

For the complete report findings, or to learn how they might impact 

your reinsurance strategy, contact your Guy Carpenter broker.
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It is crucial for carriers approaching the reinsurance market to 

understand these market dynamics in order to find the right 

reinsurer, including knowledge of their track record for managing 

claims and paying promptly for claims, as well as their underwriting 

patterns. That is where a team of experienced brokers can help. As 

the market continues to harden and losses increase dramatically, 

Guy Carpenter’s Healthcare & Life Specialty Practice brings 

knowledge and advanced analytics together, allowing clients 

to stretch their risk dollars as far as possible, and present their 

strategy in an auditable framework to internal governance and 

stakeholders. 


