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Editor's Note

Dear Readers,

As we navigate an increasingly complex and interconnected macroeconomic landscape, the
global insurance industry is undergoing a profound evolution. This issue explores the critical
structural shifts reshaping risk management, technology, and corporate resilience across
the globe.

We begin by examining the fundamental change in global insurability. The industry is moving
past traditional pricing cycles toward hard availability constraints, driving a vital need for
public-private coordination and proactive risk prevention. Alongside these market
pressures, corporate entities are actively re-engineering risk financing via captive
structures. Once a niche tool, captives have integrated deeply into enterprise strategy to
absorb volatility, support distributed networks, and retain complex emerging exposures.

Technology is becoming the primary catalyst for this operational transformation. We
explore the industry's rapid transition from Al chatbots to autonomous agentic underwriting
systems. These advanced networks independently orchestrate workflows and utilise
dynamic data streams to price risk in real-time, reshaping the role of the human underwriter
and onboarding efficiencies.

Finally, we confront the digital frontier, addressing the systemic threat of a "Cyber
Hurricane". With global connectivity creating massive accumulation risks, the industry faces
an essential debate over private market capacities and the necessity of state-backed digital
safety nets.

At Brighton, our guiding principle remains "You insure, We ensure". Through cutting-edge
software solutions, dedicated support, and unwavering compliance with global standards
like IFRS 17, we are proud to serve as your trusted partner, driving your business forward
with confidence.

st b

Annie Undikai, Managing Editor
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Editor’s Note

The Structural Shift in Global

Insurability

The global property insurance market is
facing challenges from increasing
catastrophe losses, leading to rigid
coverage limitations and a need for
collaboration between public and private
sectors.

Re-Engineering Corporate Risk

via Captives

Modern businesses are moving away
from the unpredictability of commercial
markets by evolving captives into
essential parallel financing layers. These
layers serve to safeguard distributed
networks and manage intricate, emerging
risks.

From Chatbots to Agentic
Underwriting

Major institutional investments are
rapidly advancing carriers towards
autonomous Al networks, which can
manage multi-step workflows, process
real-time data, and enhance traditional
risk management practices.

Weathering the Cyber Hurricane
Threat

Concentrated digital infrastructure can
lead to major correlated outages in
global networks, raising debates on the
ability of private capital to manage
systemic digital shocks without state-
backed safety nets.
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YOU INSURE,
WE ENSURE

DRIVING EXCELLENCE
SUCCESS ENSURED

At Brighton, we provide You insure, we ensure —
exceptional solutions with driving your future forward
cutting-edge software and with confidence and

dedicated support to advance exceptional performance.
your business in the
competitive insurance industry.

OUR SOLUTIONS

LICENSING & COMPLIANCE CORPORATE TAX SUBMISSION
ACCOUNTING SERVICES INTERNAL AUDIT
WEBBIE, CLOUD-BASED SHARIAH ADVISORY
ACCOUNTING SOFTWARE

COMPREHENSIVE CAPTIVE
PAYROLL SERVICES MANAGEMENT
GST/SST REPORTING RUN-OFF MANAGEMENT
E-INVOICING SERVICED OFFICE FACILITIES

WORK PERMIT APPLICATION

For more information, visit us at www.brighton.asia or scan the QR code ]
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The global property insurance market is
currently experiencing an abnormal pricing
cycle. There is a structural tightening in
the way risk is absorbed, distributed, and
ultimately considered insurable.

For many years, insurers utilised a well-
known set of strategies: raising rates,
implementing stricter underwriting,
reshaping portfolios, and expanding
reinsurance. While these tools remain
effective, the challenge lies in certain
geographies and perils, where they no
longer adequately address the scale of
losses being incurred.

Global insured catastrophe losses have
repeatedly exceeded $100 billion annually
in recent years, with total economic losses
significantly higher. The gap between the
two continues to widen, reflecting how
much risk sits outside the private
insurance system. What is changing is not
the existence of risk transfer, but its
boundaries.

Global insured
catastrophe losses have

repeatedly exceeded
$100 billion annually
in recent years, with
total economic losses
significantly higher.

From Affordability Pressure

to Availability Constraints

In many markets, the shift begins with
rises in  premiums, increases in
deductibles, and tightened coverage
terms. At first, this looks like an
affordability issue, but over time, it has
evolved into an availability constraint.
Insurance is still technically available,
but only at levels that no longer align
with demand or with prior expectations
of coverage breadth.

The United States exemplifies this trend
quite distinctly. Originally intended as
safety nets, residual market mechanisms
are experiencing rapid expansion. For
instance, California's FAIR Plan has more
than doubled in size within just a few
years, increasing from approximately
271,000 policies in 2022 to over 680,000
by 2026. Similarly, Florida's Citizens
Property Insurance Corporation has
become one of the largest insurers in the
state during times of stress.

These are not minor changes; they
represent a fundamental shift in how
private insurers are willing to allocate
their capital. Residual markets were
never intended to serve as primary risk
carriers on a large scale. Their growth
suggests a withdrawal of private
capacity from the most unstable areas.

JUNE 2026
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Global Protection Gap

Outside the United States, the pattern
repeats in different forms. In Europe, a
large share of disaster-related economic
losses remains uninsured. Estimates
frequently place insured coverage at well
below half of total losses in many
catastrophe events, particularly in flood-
exposed regions. This persistent gap has

Some estimates suggested that between
80% and 90% of losses are borne by
households and governments instead of
insurers. This situation arises from factors
such as low penetration rates, affordability
issues, and uneven distribution networks.
Consequently, we have a global system
where risks are becoming more well-
known and better modelled, yet insurance
coverage remains inconsistent.

driven renewed discussion around
public-private  solutions, catastrophe
pools, and resilience incentives rather
than reliance on private markets alone.

In Asia, the imbalance is more
pronounced. Across many countries
exposed to flooding, typhoons, and
monsoon variability, a significant share
of disaster losses remains uninsured.

Capital Has Become Selective

It may be easy to view these changes
as a withdrawal of private insurers from
catastrophe risks. However, that is not
the case, as capital continues to
circulate within the system. What has
shifted is the selectivity of this capital
deployment. Insurers are now investing
more cautiously, focusing on stricter

JUNE 2026
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guidelines regarding accumulation risk,
concentration of volatility, and capital
adequacy standards.

Risk assessment has evolved from
being conducted solely at the portfolio
level to a more detailed property-level
resolution wherever data allows. This
change is driven by increasingly
stringent regulatory capital frameworks
and advanced catastrophe models that
more accurately account for tail risk.

The result of this shift is not a
withdrawal but rather a transformation
in approach. Insurers are reducing
exposure in high-risk catastrophe
zones, adjusting prices for volatility
more sharply, and often requiring
evidence of physical risk mitigation
before providing coverage.

Technology is Redefining What is

Insurable Risk assessment has
Artificial  intelligence, satellite Earth R
observation, and Internet of Things evo]ved fI‘OIIl belllg
sensors are reshaping underwriting inputs. conducted so]ely at the
Modern catastrophe models now combine . I
physics-based climate simulation with Pﬂrtfﬂllﬂ ]GVG toa
machine learning techniques and real-time more detailed property-
environmental data. Although this has l l l o
improved precision, it has also introduced evel resolution

fragmentation. wherever data allows.
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In practice, this shows up clearly in
wildfire and flood-prone regions. In
California, insurers increasingly rely on
high-resolution vegetation and fire spread
data derived from satellite imagery when
reassessing wildfire exposure. Two
homes on the same hillside can now be
treated very differently if one sits near
unmanaged dry brush identified via Earth
observation, while the other benefits from
defensible space.

In Japan, the pricing of typhoon risk is
progressively based on satellite storm
tracking and detailed terrain data.
Following significant events such as
Typhoon Hagibis in 2019, insurers have
enhanced their flood and wind models to
focus on neighborhood elevation bands.
Consequently, two buildings located just a
few streets apart in the Tokyo Bay area
may now be classified into different risk
tiers, depending on whether one is
protected by newer flood barriers while
the other is not.

Despite advancements, data quality varies
significantly across different regions, and
the adoption of monitoring technologies is
primarily focused on newer, high-value
housing stock. While smart water shutoff
systems, fire detection sensors, as well as
automated risk controls are becoming
more prevalent in premium segments,
they are much less common in older or
lower-income housing.

Certain properties have become more
insurable as their risks can now be
accurately quantified and mitigated.
Conversely, some properties, even in the
same postcode, have become less
insurable due to modern models
uncovering concentrated vulnerabilities
that were once averaged out. Insurability
is no longer a seamless curve; instead, it
is evolving into a patchwork.

Despite advancements, data quality varies
significantly across different regions, and the
adoption of monitoring technologies is primarily
focused on newer, high-value housing stock.

JUNE 2026
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From Payout to Prevention

A more fundamental shift is also
underway in how insurers define their
role. Traditionally, insurance was
reactive: losses occurred, claims were
paid, and pricing was adjusted
retrospectively. But that model is
evolving.

Increasingly, insurers are becoming risk
prevention partners. This includes
incentives for property hardening,
investment in real-time monitoring
systems, and partnerships that aim to
reduce loss severity before disasters
occur.

Examples are already emerging. Some
insurance carriers are adopting IoT-based
water leak detection systems that can
automatically shut off the main supply.
Meanwhile, others are investing in
wildfire mitigation programs that assess
defensible space, vegetation
management, and structural resilience
before coverage is granted. These days,
preventing a claim is often considered
more valuable than simply pricing it
accurately.

Inequality of Insurability

Nonetheless, this evolution creates a new
challenge. As access to insurance
increasingly relies on monitoring systems,
retrofitting, and  verified resilience

measures, the landscape of insurance
begins to mirror broader inequalities in
access to capital. Insurability is no longer
dictated solely by exposure to hazards; it
is also influenced by the capacity to invest
in risk reduction.

JUNE 2026
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Properties that can afford retrofitting,
compliance upgrades, and smart
monitoring systems are more likely to
remain within private insurance markets.
Those that cannot may face higher
premiums, reduced coverage, or

increasing reliance on residual or public
systems. Over time, this creates feedback
effects that extend beyond insurance.
Mortgage availability, property values,
and even settlement patterns begin to
reflect the limits of insurability.

This is where governments inevitably
become more central to the system. No

private market, regardless of
sophistication, can fully absorb the
volatility of increasingly severe and

correlated catastrophe events. As a
result, governments are already stepping
in through catastrophe pools, reinsurance
backstops, building code reforms, and
land-use planning interventions.

The future stability of insurance markets
in high-risk regions will depend heavily on
how effectively public and private
systems coordinate risk sharing. Without
that coordination, pressure simply shifts
between insurers, reinsurers, and public
balance sheets without reducing the
underlying exposure.

Beyond climate

While climate risk is the primary factor
driving change, it isn't the sole
contributor. Rising construction costs,
inflation in repair materials, and evolving
litigation environments are all
contributing to higher loss severity. In
some markets, legal and claims dynamics
are adding volatility that is as structurally
important as weather-related losses.

JUNE 2026



PAGE 12

(Brighton
INSIGHTS

These pressures compound one another.
Higher repair costs amplify catastrophe
losses, while litigation extends claim
lifecycles. Reinsurance responds with
higher pricing, which feeds back into
primary market affordability. The system
is increasingly interconnected.

Conditional Future for Protection
The insurance landscape is transforming
into a more nuanced arena. It is
becoming increasingly conditional, with
coverage more affected by measurable
resilience, data transparency, and the
ability to manage risk at the property
level. The line between what is insurable
and uninsurable is no longer fixed; it
evolves in response to advancements in
technology, financial circumstances, and
public policy changes.

The primary question
has shifted from
whether risk is
present to how society
decides to allocate the
necessary tools to
manage it.

The central question is no longer whether
risk is present to how society decides to
allocate the necessary tools to manage it.
In this context, the future of insurance
extends beyond mere climate adaptation.
It revolves around whether access to
protection will serve as a common basis
for resilience or create a divide between
those who can afford to adapt and those
who cannot.

JUNE 2026
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The strategic approach to corporate self-
insurance has undergone a significant
transformation, as conventional risk
management frameworks find it
challenging to adapt to a rapidly changing
global economy. In the past, captive
insurance was considered a peripheral
aspect of corporate risk management,
primarily utilised for predictable risks such
as property or workers' compensation.
However, that perspective is no longer
relevant.

Persistent hard-market conditions across
casualty, excess liability, and property
lines since the late 2010s, combined with
more frequent catastrophe losses and
higher litigation severity in several
jurisdictions, have pushed captives into a
different role. Not a substitute for
commercial insurance, but a parallel risk-
financing layer that increasingly shapes
enterprise strategy.

Climate change is no
longer just a question of
what nature will do; it is
now a question of who will
be held financially and
legally responsible.

Three patterns stand out.

1. Volatility absorption

Commercial insurance pricing has become
increasingly adaptive in recent vyears,
particularly in casualty and excess layers,
where a significant tightening of capacity
has been observed across multiple
renewal cycles. For many organisations,
this change has offered a more defined
justification for retaining risk rather than
simply transferring it. Captives contribute
to this evolution; they do not replace
commercial markets but rather assist in
absorbing market volatility.

In property risk, especially climate-
exposed portfolios, some corporates are
experimenting with IoT-linked data and
parametric triggers in limited or pilot
structures. These are most visible in
regions with mature catastrophe
modelling ecosystems, including parts of
Europe and Asia-Pacific.

Flood and earthquake-linked parametric
mechanisms are typically embedded
within broader reinsurance programmes
rather than operating as standalone
solutions.

JUNE 2026
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Meanwhile, in casualty lines like Directors
and Officers (D&Q), the pricing cycle from
2019 to 2023 has intensified interest in
captive-supported retention. Nevertheless,
in these scenarios, captives typically cover
predictable layers, while the highest
severity risks remain  within  the
commercial reinsurance market.

A practical way to think about this shift is
not to view it as independence from the
market, but rather as selective insulation
from its  volatility. For instance,
manufacturers  with  consistent loss
histories are increasingly utilising captives
to finance warranty exposure, relying on
their internal performance data instead of
generalised industry assumptions. This
approach results in pricing alignment
rather than complete self-insurance.

2. Isolated structures to networked risk
The second shift is structural. Captives are
increasingly designed around groups,
ecosystems, and benefit networks rather
than single corporate balance sheets.
Group structures and protected cell
arrangements have expanded steadily
across major domiciles.

These models allow multiple entities to
participate in shared risk financing
without requiring full standalone captive
capitalisation. Growth in cell-based
platforms reflects this demand for lower
entry costs and faster structuring
flexibility.

Captive insurance is increasingly being
adopted by franchisors as a strategic
mechanism to align insurance costs with
operational performance across

distributed franchise networks. Instead of
treating every franchisee as an identical
risk, captive programs reward consistent
compliance with brand standards, safety
protocols, and risk management practices
differentiated

through insurance

outcomes.

JUNE 2026
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This shifts the role of insurance from a
reactive expense to a proactive governance
tool. It strengthens franchise resilience and
brand integrity while ensuring franchisees
have access to high-quality, fit-for-purpose
coverage.

Captives are also being used to finance
medical stop-loss and selected voluntary
benefits. In practice, the value lies not in
direct access to healthcare data, which
remains constrained by regulation and
third-party administration, but improved
visibility over cost trends and volatility.

One example involving a large
multinational employer highlights this

concept. Following the transition of stop-
loss exposure into a captive structure,
there was a noticeable reduction in year-
to-year volatility of benefit costs. The more
important change was not lower claims,
but greater predictability in planning and
capital allocation.

3. Emerging risks within the perimeter

The third pattern reflects a broader
change in what is deemed insurable. A
prime example of this is cyber. As the
commercial cyber market matures,
coverage exclusions and sub-limits have
become more precise, particularly around
systemic events and infrastructure failure.

At the same time, artificial intelligence is
expanding liability exposure into areas
such as model error, automated
decisioning, and professional oversight
gaps. Instead of fully replacing external
coverage, captives are increasingly used
to retain portions of these emerging risks
where commercial definitions are still
shifting.

It strengthens
franchise resilience
and brand integrity

while ensuring
franchisees have
access (o high-
quality, fit-for-
purpose coverage.

JUNE 2026
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The nature of Environmental, Social, and
Governance (ESG) risk is changing. It is
becoming less of an independent risk
category and more of a contractual
enforcement mechanism integrated
within supply chains. Major corporations
are facing greater exposure to penalties
and the potential loss of contracts due to
supplier compliance issues.

In response to this challenge, captives
are occasionally utilised to manage
performance-related risk  retention,
especially within  manufacturing and
global procurement networks.

Geopolitical risk adds another layer of
uncertainty. Tariff volatility, export
restrictions, and supply chain
fragmentation have made operational
disruption more frequent, especially for
multinational firms with distributed
production bases.

Captives can play a role in mitigating
some of this volatility; however, they
seldom function independently. Rather,
they operate in conjunction with political
risk insurance and reinsurance-
supported frameworks, absorbing
specific segments of exposure instead of
addressing systemic shocks.

A practical example can be seen in
multinational manufacturing groups
operating across Asia-Pacific supply
chains, where captives are used to
stabilise internal cost fluctuations caused
by logistics disruptions and sudden

changes in input prices. This approach
doesn't provide complete protection from
geopolitical issues, but it does enhance
stability during periods of

financial
disruption.

JUNE 2026
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Constraint Inside the System
Underlying these changes is a more

subtle constraint that is progressively
influencing the market's direction: the
concentration of expertise. As the use
of captives grows, the demand for
skilled managers, and actuaries, is
increasing at a pace that outstrips the
available talent pool.

Much of the industry’s institutional
knowledge still sits with a relatively
small cohort of practitioners who built
the modern captive framework over the
past two decades.

The risk is not sudden disruption, but
gradual thinning of expertise at
precisely the moment complexity is
increasing. The long-term trajectory of
captives will depend less on whether
organisations adopt them, and more on
whether they can still be designed,
governed, and interpreted  with
sufficient depth as risk becomes more
fragmented, data-heavy, and
interconnected.

Closing Perspective

Captives are not taking the place of the
commercial insurance market; instead,
they are easing pressure at its margins,
where pricing volatility is most challenging
and standardised coverage is least
reliable. The ongoing shift may seem more
dramatic from the outside, yet it is
fundamentally more structural than many
realised. It does not signify a complete
reinvention of insurance; rather, it
represents a reallocation of responsibility
within the system. This distinction is more
significant than the actual direction of
change.

JUNE 2026
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In recent years, the insurance industry’s
engagement with artificial intelligence
(AI) has largely revolved around
generative AI chatbots and conversational
interfaces. While these tools excel at
summarising documentation and drafting
customer emails, they primarily function
as passive advisors. They respond to
human prompts, process the relevant
data, and ultimately return the final
decision to the user.

However, a seismic shift is underway.
The industry is rapidly moving past
simple chat interfaces into the age of
agentic AI. This new era features
autonomous systems that can perform
multi-step  workflows, assess risk
variables in real-time, and make
intricate underwriting decisions with
minimal human involvement.

Capitalising on Autonomous

Infrastructure
This transformation is supported by
significant institutional investment.

Recent specialised technology market
reports focusing on international fintech
infrastructure reveal that global
spending on  Al-driven insurance
frameworks is increasing at a rapid
pace. Analysts predict a multi-billion-
dollar transition to fully autonomous
underwriting and risk assessment
systems by the end of 2026.

Carriers are shifting their perspective on
AI, no longer viewing it as a mere
exploratory element in innovation budgets;
instead, it is evolving into the fundamental
infrastructure  for contemporary  risk
management. The urgency to adopt
autonomous systems stems from an
economic reality: businesses that depend
solely on legacy software and manual data
sorting cannot match the pricing accuracy
or operational velocity of automated
agentic clusters.

Recent specialised
technology market
reports focusing on

international fintech
infrastructure reveal
that global spending
on Al-driven
insurance frameworks
is increasing at an
extraordinary pace.

JUNE 2026
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Life Insurance Case Study:
Eradicating the 20-Day Wait

The practical power of this transition is
most visible in the retail life insurance
industry, which has historically struggled
with bureaucratic hurdles in traditional
underwriting. Previously, onboarding a
new policyholder necessitated physical
medical exams, manual physician
statements, and cumbersome human
verification  processes, resulting in
timelines that stretched over several
weeks.

Consider the example of a major Asian life
insurance company that revamped its
onboarding ecosystem by utilising an
agentic AI network. Prior to this
implementation, the carrier faced a
medical underwriting timeline with an
average turnaround of 20 days, resulting in
significant applicant drop-off rates.

By incorporating autonomous agents
linked directly to secure digital healthcare
exchanges, pharmacy clearinghouses, and
historical actuarial datasets, the workflow
has significantly streamlined. When a
customer submits an application, the Al
agent independently identifies any missing
medical validations, accesses the relevant
secure data APIs, analyses the incoming
diagnostic markers against the company's
risk appetite, and recommends or issues
underwriting decisions, subject to
governance controls.

Consequently, underwriting timelines
decreased from an average of 20 days
to real-time processing for over 75% of
standard risk profiles, significantly
lowering acquisition costs and enhancing
user satisfaction.

Property & Casualty (P&C) Statistics:
Data-Driven Risk Mitigation

In the commercial P&C lines, risk
landscapes are shifting too quickly for
manual underwriting cycles to remain
competitive. Climate volatility, shifting
supply chains, and macroeconomic

fluctuations mean that static risk models
become obsolete almost as soon as they
are written. Agentic underwriting addresses
this challenge by continuously analysing
dynamic data streams.

JUNE 2026
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Recent operational metrics from a
leading commercial P&C insurer
highlight this significant impact. The
insurer implemented specialised agent-
based workflows designed to actively
gather third-party regional climate logs,
satellite topography changes, historical
meteorological data, and hyper-local
environmental insights.

Rather than depending on an annual
regional assessment, the autonomous
agents  consistently  updated risk
calculations for agricultural and
commercial real estate portfolios.

By utilising these detailed metrics to
dynamically price coverage and proactively
adjust exposure parameters ahead of peak
weather seasons, the insurer successfully
reduced its localised loss ratio by exactly
4.2% within a year, translating to tens of
millions of dollars in capital.

As underwriting
engines gain greater
autonomy, they
inevitably attract
heightened

regulatory attention.

Breaking the Black Box
As underwriting engines gain greater

autonomy, they inevitably attract
heightened regulatory attention. State
and international regulatory bodies rightly
insist on complete transparency
regarding policy pricing and the reasons
behind specific applicant rejections. For
years, the significant barrier to
implementing advanced neural networks
in insurance has been the "black box"
phenomenon, which refers to the
challenge of understanding how Al
reaches particular conclusions.

To safely scale agentic systems, modern
carriers are building rigid governance
frameworks directly into the software
architecture. This is accomplished by
utilising operational standard platforms like
the Model Context Protocols (MCP). These
protocols serve as well-defined guardrails,
limiting the data an autonomous agent can
access, the external APIs it can query, and
the mathematical weights it can apply to
particular risk variables.

Crucially, every single micro-decision
made by the agentic workflow is captured
in an immutable, time-stamped audit log.
When an autonomous agent adjusts a
commercial premium or flags a life
insurance policy for human review, it
generates an explicit audit trail.

JUNE 2026
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This trail maps out the entire cognitive
journey: the raw inputs ingested, the
specific compliance guidelines referenced,
the confidence scores calculated, and the
final decision path chosen. During
regulatory checks or internal audits,
compliance officers can instantly inspect
this trail, proving that the system operated
without bias and strictly within defined
legal parameters.

The Future of the Human Underwriter
The emergence of agentic underwriting

does not signify the end of human
professionals; instead, it transforms their
roles. By empowering autonomous
agents to handle the labour-intensive
tasks of data collection, verification, and
standard tier-one risk processing, human
underwriters are free to concentrate on
their core strengths: assessing intricate,
customised risks, creating innovative
insurance products, and fostering strong
corporate relationships.

We are transitioning into a future where

the most successful insurance
bl ' organisations will not be defined by the
size of their teams, but by their ability
I|I 1 ||' | - " to effectively blend human intuition with
‘ / U‘ ml m 1 the swift speed and analytical capability
l | ' li |l - | of agentic Al.
‘-

»
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What used to be a marketing tagline for

corporate risk managers and
underwriters, the term "unprecedented
connectivity" now resembles a

vulnerability assessment. Although the
retail cyber insurance market has
momentarily stabilised, with global
premiums around $16.4 billion and
pricing levelling off after years of
volatility, a more profound, underlying
worry remains a significant concern for
reinsurers.

The industry has shifted its focus
beyond localised ransomware and
typical data theft. The overarching
concern dominating boardrooms from
Singapore to Tokyo is the terrifying
prospect of a "Cyber Hurricane"—a
single, massive, correlated event
capable of inflicting systemic, multi-
billion-dollar losses across millions of
businesses simultaneously.

As the lines between private capacity
and public infrastructure blur, the
insurance industry is arriving at a
critical crossroads: Where do the
balance sheets of private syndicates
end, and where must a state-backed
digital safety net begin?

Anatomy of a Digital Category 5

In order to understand why reinsurers
are increasingly cautious, one must look
at the structural consolidation of the
modern digital economy. In natural
catastrophes, a primary insurer spreads
risk geographically; a typhoon in the
Philippines rarely impacts a logistics hub
in Sydney.

However, in the digital landscape,
geography becomes irrelevant. The global
economy is significantly dependent on a
highly concentrated infrastructure of cloud
service providers, centralised operating
systems, and single-source software
supply chains.

When a fundamental technological pillar
collapses, the buildup of risk occurs
immediately. A contemporary ‘"cyber
hurricane" scenario typically manifests in
one of two ways:

The Cloud Outage:

A critical failure or targeted attack on a
major infrastructure-as-a-service (IaaS)
provider,  knocking out operational
capabilities for hundreds of thousands of
dependent enterprises for days.

The industry has shifted its focus beyond
localised ransomware and typical data theft.

JUNE 2026
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The Supply Chain Poisoning:

A compromised software patch pushed
downstream by an omnipresent IT
vendor, creating an immediate, backdoor
vulnerability across industries worldwide.

The industry has already felt the tremors
of change. We no longer have to guess
what a systemic digital collapse entails;
we have experienced its prototype. The
CrowdStrike global IT outage in July 2024
demonstrated just how a single,
erroneous software configuration update
could rapidly incapacitate approximately
8.5 million Microsoft Windows systems
around the world.

Without a single line of malicious code or
a hostile nation-state actor involved, a
routine operational glitch grounded
thousands of commercial flights and
locked doctors out of healthcare portals.
This also disrupted banking networks and
resulted in an estimated $5.4 billion in
direct economic losses for Fortune 500
companies alone.

For the insurance industry, this served as
a significant wake-up call concerning
accumulation risk. It clearly illustrated
that a single line of faulty code can
instigate widespread, highly correlated
business interruptions more swiftly and
across multiple continents simultaneously
than even a category-five physical storm.

According to the 2026 Allianz Risk
Barometer, cyber incidents have once
again claimed the top position among
global business threats for the fifth year
in a row. Reported by 42% of risk
management professionals, this risk has
achieved its highest historical score,
leading the ranking by its largest margin
to date (+10%).

those

Additionally, nearly 50% of

surveyed pinpoint a global internet outage
and a catastrophic supply chain disruption
as the two most likely "Black Swan"
events that could impact businesses in
the next five years.

JUNE 2026
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The Accumulation Conundrum

For Asia’s swiftly digitising economies, the
accumulation risk presents a distinctive
challenge. Industrial giants in South
Korea, shipping conglomerates in
Singapore, and extensive manufacturing
hubs throughout Southeast Asia are
becoming increasingly dependent on
centralised Al automation and
interconnected logistics networks. This
level of interconnectivity undermines a
fundamental principle of insurance: the
independence of risk.

In the event of a localised hurricane, a
reinsurer can expect manageable and
predictable claims modelling. However, if a
single vulnerability in a major operating
system or core cloud node is exploited, it
could lead to simultaneous business
interruption and data liability claims from
tens of thousands of policyholders across
Asia, Europe, and North America.

This level of
interconnectivity
undermines a
fundamental principle
of insurance: the
independence of risk.

To address this challenge, the reinsurance
market has begun engineering innovative
structural firewalls. Gallagher Re notes a
significant push toward alternative risk
transfer mechanisms, including parametric
cyber reinsurance and cyber insurance-
linked securities (ILS). By leveraging
parametric triggers, in which a payout is
executed instantly based on verifiable data
metrics, such as a cloud provider being
down for more than 12 consecutive hours,
reinsurers are attempting to inject
immediate liquidity into the market without
waiting months for manual loss
adjustments.

Yet, even with these sophisticated capital
market tools, the underlying question
remains: Is there enough private capital
in the world to absorb a true, systemic
digital catastrophe?

The Great Debate
Due to the potential for a catastrophic

cyber event that could result in losses
reaching hundreds of billions, the global
reinsurance market is proactively
collaborating with governments to
explore state-backed, sovereign cyber
war stop-gaps.
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The debate divides industry leaders into
two distinct camps:

Camp A:

The Case for the Sovereign Safety Net
Supporters contend that systemic cyber
risks, especially those linked to state-
sponsored cyber warfare or widespread
infrastructure failures, mirror the risks
associated with nuclear threats or
terrorism. They assert that the financial
repercussions are too great to be
covered solely by private markets.

Without a government-backed safety net,
akin to the US’s Terrorism Risk Insurance
Program (TRIPRA) or the UK's Pool Re,

private reinsurers might resort to
imposing broad and aggressive
exclusions for widespread systemic
events. Should private  reinsurers

withdraw their support, primary insurers
will likely limit their coverage, leaving
businesses significantly underinsured and
vulnerable to substantial balance sheet
fluctuations.

Camp B:

The Private Solution & Moral Hazard
Opponents of state intervention caution
that introducing a government safety net
creates profound moral hazard. When
carriers are aware that the state will
cover the ultimate catastrophic losses,
their motivation to rigorously underwrite
and enforce strict corporate cyber
hygiene may weaken.

Furthermore, critics contend that the
private market is demonstrating greater
resilience than anticipated. The surge of
new managing general agents (MGAs)
and an increasing interest from capital
market investors suggest that the
private sector can handle significant
volatility, as long as underwriting stays
exceptionally selective and premium
structures reflect real-time risk
exposures.
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Resilience over Efficiency

As insurance professionals navigate this
shifting landscape, the takeaway is
clear: the industry must pivot from
historical, static modelling toward active,
dynamic resilience.

Primary carriers can no longer afford to
write broad, unchecked cyber policies
without deep-dive \visibility into an
insured’s digital dependencies. We are
already seeing underwriters demand
granular documentation regarding a
corporate client's third-party software
vendors, Al governance frameworks, and
data segmentation protocols before they
deploy net capacity.

Primary carriers can
no longer afford to
write broad,
unchecked cyber
policies without
deep-dive visibility
into an insured’s
digital dependencies.

Regardless of whether the solution lies in
a state-backed digital defence pool or an
independent private-market expansion,
the friction surrounding this discussion is
prompting a vital transformation in risk
modelling and underwriting practices.
The cyber insurance industry is evolving
from a reactive approach, which merely
compensates after a breach, into a
proactive ally in corporate security.

By implementing stringent technical
guidelines and innovating with
parametric structures, reinsurers are not
only safeguarding their own financial
stability; they are also actively

constructing the structural defences
needed to prepare for the digital
challenges ahead.
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