




















Industry Issue Spotlight: .

Risk-Based Underwriting and Its Benefits for Consumers

As insurance affordability has become a growing public policy issue, questions about how insurers evaluate and price risk have become increasingly
common. Unlike most products, insurance is priced before the cost of providing it is known. Insurers must estimate the likelihood and cost of future
losses — sometimes years before a claim occurs — making accurate risk assessment one of the foundations of a stable insurance market.
Understanding risk-based underwriting is essential as discussions increasingly focus on insurance rates. This approach helps insurers evaluate
characteristics that actuarial analysis has shown to be predictive of future losses and align premiums more closely with expected risk.

Texas' regulatory system balances two equally important public policy objectives: protecting consumers and ensuring insurers remain financially
able to pay claims. As affordability concerns have grown, underwriting and rating practices have received increased scrutiny, making it more
important than ever to understand the purpose of this regulatory framework. State law requires rates to be adeguate, not excessive and not unfairly
discriminatory. Risk-based underwriting helps insurers meet those standanrds by relying on actuarially supported factors that have a demonstrated
relationship to expected losses. At the same time, insurers are prohibited from using certain characteristics, such as race, religion and national
origin. Maintaining this balance is essential to protecting consumers and preserving a competitive market capable of paying future claims.

Consumers benefit when premiums more accurately reflect risk. As policymakers continue to examine insurance affordability and market
conditions, conversations about underwriting and rating practices are likely to continue. A better understanding of how insurers evaluate future risk
— and how those practices fit within Texas’' regulatory framework — can help inform discussions about affordability, market competition and the
long-term availability of insurance coverage. In a market where future losses continue to evolve, maintaining the balance among consumer
protection, accurate risk assessment and insurer solvency will remain essential to a healthy Texas property and casualty insurance market.
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Employment and Economic Contributions

The iInsurance sector is a key
Investor and major tax contributor

Insurers invested more than $374 billion in U.S.
Mmunicipal securities in 2024, helping fund roads,
schools and other public projects.

The property and casualty (P&C) insurance industry alone
invested $206.4 billion in municipal
securities that vearnr.

Insurance companies — including life and annuity
insurers, health insurers, P&C insurers and other
companies — paid $34.7 billion in premium taxes to all
50 states and the District of Columbia in 2024. This was
equivalent to $102 per U.S. resident. Premium taxes
accounted for 2.3% of all taxes collected by the states and
the District of Columbia that yeanr.'©

The Insurance sector drives
economic growth
« INn 2024, the insurance industry contributed

$791.8 billion to the nation’'s S29.3 trillion
gross domestic product (GDP).

3,000,000

jobs nationwide.

274,308

jobs in Texas.

In Texas, insurers paid $4.509 billion in premium taxes in 2025

(up from $4.158 billion in 2024), making insurance taxes the
fifth-largest individual source of Texas state tax revenue.
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The iInsurance sector generates jobs

In 2025, the insurance sector provided about 3 million
jobs, accounting for 1.9% of U.S. employment among
people ages 16 and older, according to the Bureau of
Labor Statistics.

In 2025, 274,368 people worked for insurance carriers
and related businesses in Texas. The state accounted for
approximately 91% of U.S. insurance sector jobs that year,
highlighting its continued prominence in the industry.
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Residential Fire and Allied

In 2025, 51 groups (68 companies) reported direct premiums written for residential fire and allied lines, compared with 51 groups (72 companies) in 2024.

Top 10 Residential Fire and Allied Lines Groups by Premiums Written

Texas Windstorm Insurance Association
Farmers Insurance Group

Liberty Mutual Group

Assurant Inc. Group

United Services Auto. Assoc. Group
Munich Re Group

Iron Family Holdings Group

Texas Farm Bureau Mutual Group
Southern Vanguanrd Insurance Company

GeoVera Holdings Incorporated Group

Key Insights

-

« The Texas Windstorm Insurance Association (TWIA) remained the
largest writer of residential fire and allied lines in Texas, with its
market share increasing from 32.6% in 2024 to 34% in 2025.

« Direct premiums written increased 9.5%, from $2.1 billion
in 2024 to $2.3 billion in 2025.

« The number of policies written rose 8%, from 1.2 million
in 2024 to 1.3 million in 2025.

Market Share

In 2025, the top 10
insurance groups
represented 85.6%
of the market.

$783.6M™m

85.6%
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Commercial Fire and Allied Losses
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IN 2025, commercial fire and allied lines insurers
paid $900.3 million in direct losses.

Key Insights

« INn 2025, direct incurred losses for commercial fire and allied lines declined 18% to $900.3 million, down from $1.1 billion in 2024.

 Direct incurred losses totaled $900.3 million in 2025, approximately 5% below 2020 levels and down 18.3% from 2024.

« The commmercial fire and allied before market posted a net underwriting gain of $512.9 million in 2025, up from $167.3 million in 2024.

« The commercial fire and allied lines loss ratio was 46.4% in 2025.
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Commercial Multi-Perlil

In 2025, 98 groups (265 companies) reported direct premiums written for commmercial multiple peril, compared with 95 groups (267 companies) in 2024.

Top 10 Commercial Multi-Peril Groups by Premiums Written

Travelers Group

Hartford Fire and Casualty Group
Allstate Insurance Group

Chubb Limited Group

State Farm Group

Liberty Mutual Group

CNA Insurance Group

Farmers Insurance Group

Tokio Marine Holdings Inc. Group

The Hanover Insurance Group

Key Insights

« INn 2025, direct premiums written for commercial multi-peril
increased 2.2% to $4.3 billion, up from S4.2 billion in 2024.

« The number of policies written increased 6.5%, from 883,662
in 2024 to 940,728 in 2025.

Market Share

In 2025, the top 10
insurance groups
represented 62.1%
of the market.
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Commercial Multi-Peril Losses
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IN 2025, commercial multi-peril insurers paid $1.8 billion in direct losses.

Key Insights

In 2025, direct incurred losses for commercial multi-peril declined 18% to $1.8 billion, down from $2.2 billion in 2024.
Despite the year-over-year decline, direct incurred losses remained 24% higher than in 2020.

Underwriting results improved in 2025, with the commercial multi-peril market posting a net underwriting gain of
$35.1 million after recording net underwriting losses of $487 million in 2024 and $550.7 million in 2023.

Although the overall market returned to a net underwriting gain, the top 25 insurance groups collectively reported a
net underwriting loss of $54.9 million in 2025.

The commercial multi-peril loss ratio was 42.3% in 2025.
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General Liability

In 2025, 164 groups (447 companies) reported direct premiums written for general liability, compared with 158 groups (440 companies) in 2024.

Top 10 General Liability Groups by Premiums Written

Chubb Limited Group

Zurich Insurance Group
Travelers Group

CNA Insurance Group

American International Group
Liberty Mutual Group

Markel Corporation Group

Starr Group

Hartford Fire and Casualty Group

Berkshire Hathaway

$447.8m

T <404.9M
T <399.8M

Key Insights

N\

« In 2025, direct premiums written for general liability
increased 8% to $5.3 billion, up from $4.9 billion in 2024.

« After increasing from 2.9 million in 2023 to 3.2 million
in 2024, the number of general liability policies written
declined 12.5% to 2.8 million in 2025.

Market Share

In 2025, the top 10
insurance groups
represented 50.6%
of the market.

50.6%
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Product Liability

In 2025, 57 groups (187 companies) reported direct premiums written for products liability, compared with 56 groups (192 companies) in 2024.

Top 10 Product Liability Groups by Premiums Written

Chubb Limited Group

Hartford Fire and Casualty Group
Starr Group

American Financial Group
Allianz Insurance Group
Travelers Group

Liberty Mutual Group

CNA Insurance Group

EMC Insurance Company Group

Zurich Insurance Group

Key Insights

« In 2025, direct premiums written for products
liability increased 2.9% to $284.5 million, up
from $276.2 million in 2024.

 Following a 23% decline in 2024, the
number of products liability policies written
fell an additional 12.7%, from 38,440 in
2024 to 33,560 in 2025.

Market Share

In 2025, the top 10
insurance groups
represented 42.3%
of the market.

42 .3%
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Underwriting Performance Over Time

2021 2022 2023 2024 2025
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Top Coverages by Premium” 2025 Coverage Analytics
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Key Takeaways

« In 2025, Texas surplus lines premiums reached a record $18.2 billion, up 9.8% from 2024.

 Surplus lines premiums doubled from 2021 to 2025, increasing from $9.1 billion to $18.2 billion.

« Liability and property coverages accounted for the largest shares of surplus lines premiums, reflecting continued demand for specialized commercial insurance.



Cybercrime and ldentity Theft

In 2024, the Federal Trade Commission (FTC) recorded the following:

p
1.14 million identity

theft complaints -
.’\‘-l
ﬁ
N —

1 2.6 million fr*aI' - 2.76 million other Ii
L complaints . consumer complaints \

-
Texas ranked second nationally in
both cybercrime complaints and
cybercrime-related losses in 2025

. J

Texas Snapshot®

Cybercrime in Texas Identity Theft in Texas

National Landscape”
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Flood Insurance Overview: 2025 Insights

Total Market

_ 79

Private
Insurers

|
$157,86

NFIP Claims Data (2025)

0,847

Total Claims Payments in Texas
(up from $156,539,104 in 2024)

Private flood insurance continued to expand in recent years. From 2016
through 2024, the U.S. flood insurance market grew from $3.29 billion to
S4.7 billion in direct premiums written, with 79 private insurers accounting
for just over 279% of the market in 2024.4¢

2,080

Claims paid
(down from 3,093 in 2024)

National Flood Insurance Program (NFIP) claims payments in Texas remained relatively
steady at $157.9 million in 2025, although the number of paid claims declined nearly 33% to
2,080. As a result, the average payment per paid claim increased approximately 50%, from
about $50,611 in 2024 to $75,897 in 2025.

As of July 2026, 572,495 NFIP policies
were in force in Texas, continuing a
decline from 694,828 in 2022,
654,601 in 2023 and 625,734 in 2024.

Key Takeaway

800 —

700 [—

600 —

500 l l

T NFIP policies in force in Texas have declined by more than 122,000, or 17.6%, since 2022.
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Industry Issue Spotlight:

Roofs Matter — Building More Resilient Homes Before the Storm

A roof is a home’s first line of defense against the severe weather Texans experience each year. When a roof fails, damage often extends beyond the roof itself as
wind-driven rain enters the home, resulting in water intrusion, interior damage and costly repairs. Because a roof is often one of the most expensive
components of a home to repair or replace, its performance plays a critical role in limiting damage and reducing the overall cost of a loss. According to the
Insurance Institute for Business & Home Safety (IBHS), roof-related damage accounts for an estimated 709% to 90% of insured residential catastrophic losses.
Improving roof performance, therefore, represents one of the greatest opportunities to reduce property damage before it occurs.

For Texas, roof resilience is more than a construction issue — it is an insurance issue. Texas consistently leads the nation in hail events and experiences more
severe convective storms than any other state, while coastal communities also face hurricanes and damaging winds. These hazards put residential roofs to the
test year after yearn, helping explain why roof replacement is often one of the largest expenses following a major storm. Although no roof can prevent every loss,
research demonstrates that better design, stronger installation practices and improved construction methods can significantly improve a home’s ability to
withstand severe weathenr. Features such as enhanced roof deck attachment, sealed roof decks, stronger edge detailing, proper fastening and impact-resistant
roofing materials can help reduce wind and water damage and improve a home’s overall resilience. These research-based practices have influenced building
recommendations and voluntary resilience programs, including the IBHS FORTIFIED standanrd.

As Texas continues to experience freguent severe weathern, investing in stronger roofs is one of the most effective ways to reduce future losses. Homes that
better withstand storms are less likely to suffer costly damage, helping homeowners avoid repairs, insurance deductibles and the disruption of rebuilding after

a storm. Reducing preventable roof damage also supports a stronger, more resilient insurance market. The best outcome for homeowners and insurers is a
loss that never occurs.




Natural Catastrophes

2025 National Catastrophe Trends

T The United States experienced 84 natural catastrophe events in 2025, resulting in 849 fatalities. Natu ra|

T Estimated insured property losses from natural catastrophes totaled $103.1 billion in 2025, down 8.6% from $112.8 Catastrophe

billion in 2024. Most insured losses occurred during the first quarter of the yean. events in

T Severe convective storms were the most frequent type of natural catastrophe in 2025, accounting for 52 events. They the US
also produced the largest insured losses, totaling $52.3 billion, and the largest economic losses, totaling $S67.9 billion.?®

00
®® 00
00

Wildfires Tornadoes Hailstorms Lightning
T Texas recorded 4,967 wildfires in T The United States recorded 1,559 T The United States recorded 5,432 T Texas ranked third nationally in
2024, the second-highest total in tornadoes in 2025, down 13.9% hailstorms in 2025, up 11% from the number of lightning-related
the nation behind California. from 1,810 in 2024. 5,373 in 2024. homeowners insurance claims in
T In 2025, Texas ranked third T Texas led the nation in 2025 with T Texas continued to lead the nation 2025, with 4,188 claims totaling
nationally in the number of homes 162 tornadoes, followed by Illinois with 902 hail events in 2025, up $252.9 million.
classified as being at extreme with 147 and Missouri with 120.4° 2.7% from 878 in 2024. Kansas 1 Although Florida and California
wildfire risk, with 243136, behind ranked second with 375 events, recorded more claims, Texas had
California and Colorado.=* followed by Oklahoma with 369.2° the highest average cost per

lightning claim, at $60,382.°

#ICT 40



Residual Markets - Texas Windstorm Insurance Association (TWIA)

TWIA Policy Count
INn 2025, TWIA had 284,346 policies in force.

Historical Policy Counts:

(Projected)

Key Takeaways

« TWIA policies in force increased

4.5%, from 272,567 in 2024 to
284,846 in 2025. Policies are
projected to increase an additional
0.8% to 287,059 in 2026, suggesting
that growth is beginning to level off.

TWIA'’s insured exposure reached
$126.5 billion in 2025, up 11.3% from
S113.7 billion in 2024 and more than
double its 2018 level. EXposure is
projected to continue growing in 2026,
although at a slower pace thanin
recent years.

Written premiums are projected to
decline in 2026, marking the first
year-over-year decrease since 2020.

300 273K 285K 2§7K
248K
250 —— 222K
500 | 18§K 184§K 193K
150 | | | | | | | |
2019 2020 2021 2022 2023 2024 2025 2026
TWIA Exposure
In 2025, TWIAS exposure was $126.5 billion.
Historical Exposure: (Projected)
150 ——
$1148 $1278B $1§OB
120 | 576 $968B
90 +— B
o | $55.28 $558 $608
30 | | | | | | | |
2019 2020 2021 2022 2023 2024 2025 2026
TWIA Written Premium
Direct written premium was S820.9 million in 2025.
Historical Written Premiums: (Projected)
1000 —— $820m $812m
800 | se1s $653M $759m .
M
600 |
$372m $370M $?f5'vl///
400 —— - -
200 | | | | | | | |
2019 2020 2021 2022 2023 2024 2025 2026

Source: 27 - TWIA 2026 Annual Report
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Rates

« TWIA's 2025 Rate Adequacy Analysis found that current rates were inadequate by 3% for residential policies and 5% for commmercial policies. TWIA attributed much of the
improvement in long-term rate adequacy to House Bill 3689, which reduced the statutory funding requirement from a 1-in-100 PML to a 1-in-50 PML, and House Bill 2517,

which exempted TWIA from premium and maintenance taxes.

« At its August 2025 meeting, the TWIA board voted to file for no rate change. The Texas Department of Insurance approved the filing, leaving rates unchanged for 2026.

—#- Actuarial rate indication
B Implemented rate action

5% filing rejected on

procedural grounds 10% filing disapproved

by the commissioner

109% filing suspended
by governor; TWIA
later withdrew filing

Lower indication
reflects HB 3689
and HB 2517

Board voted 5% increase, but
two-thirds threshold was not met

2013 "4 15 “16 17 “18 19 20 21 22 23 24 25 ‘26
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2025 Rate Filing

Effective Sept. 1, 2026, the TFPA will implement updated rates approved by
TDI. The filing reflects changes resulting from House Bill 2517, passed by the
89th Texas Legislature, which exempted the FAIR Plan from premium and
Mmaintenance taxes. It also incorporates an updated methodology for
allocating reinsurance costs by policy form.

Statewide average rate changes include:

T HO-A policies: 2.6% decrease

T Tenant policies: 25% decrease

T Condominium policies: 7.5% decrease
T Dwelling fire policies: 3.5% increase

T Dwelling extended coverage policies: 21.6% increase

Texas ranks

th

nationwide
by policies
IN force













TDI Rulemaking and Regulatory Activity

Commissioner's Bulletin B-OO03-26:

Use of Artificial Intelligence

TDI issued a bulletin outlining its expectations for the use of artificial
intelligence (Al) by regulated entities and affiliated third parties. The
bulletin emphasized that decisions and actions affecting consumers,
whether made or supported by Al, must comply with existing
insurance laws and regulations, including requirements related to
unfair trade practices, unfair discrimination, claims handling,
privacy and market conduct.

The bulletin identified consumer protection as TDI's primary interest
in the use of Al by regulated entities. It recognized the National
Association of Insurance Commissioners’' (NAIC) Principles on
Artificial Intelligence, adopted in 2020, as an appropriate framework
for Al governance. It also recommended that companies review the
Al Code of Ethics and Minimum Standards adopted by the Texas
Department of Information Resources. The bulletin also outlined the
types of information and documentation TDI may request during
examinations, investigations and other regulatory reviews.
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https://content.naic.org/sites/default/files/2025-annual-property-and-casualty-and-title-insurance-industries-analysis-report.pdf 
https://www.tdi.texas.gov/reports/pc/documents/pcalr2025.pdf
https://www.tdi.texas.gov/reports/documents/2025-tdi-annual-report.pdf
https://www.tdi.texas.gov/reports/pc/documents/pcalr2025.pdf
https://bivisual.cpa.texas.gov/CPA/opendocnotoolbar.htm?document=documents%5CTR_Master_UI.qvw
https://www.txdot.gov/content/dam/docs/division/trf/crash-records/final-compares-2003-2025.pdf
https://www.txdot.gov/safety/traffic-safety-campaigns/distracted-driving.html
https://www.txdot.gov/safety/traffic-safety-campaigns/faces-of-drunk-driving.html
https://www.nicb.org/news/news-releases
https://www.nicb.org/news/news-releases/us-vehicle-thefts-experience-historic-decline
https://www.tdi.texas.gov/general/texas-homeowners-insurance-market-overview.html
https://www.tdi.texas.gov/reports/report4.html
https://www.ic3.gov/AnnualReport/Reports/2025_IC3Report.pdf
https://www.iii.org/publications/triple-i-insurance-facts/losses/crime/cybercrime-and-identity-theft
https://www.iii.org/publications/triple-i-insurance-facts/property-casualty-insurance-by-line/flood-insurance
https://www.iii.org/publications/triple-i-insurance-facts/losses/major-catastrophes/united-states
https://www.iii.org/publications/triple-i-insurance-facts/losses/natural-catastrophes-by-peril/wildfires
https://www.iii.org/publications/triple-i-insurance-facts/losses/natural-catastrophes-by-peril/convective-storms-tornadoes-hail-and-lightning
https://www.iii.org/publications/triple-i-insurance-facts/property-casualty-insurance-by-line/homeowners/claims
https://www.twia.org/wp-content/uploads/2026-TWIA-Annual-Report.pdf 
https://sharesync.serverdata.net/us3/s/folder?public_share=6ulCZbQPD4caeG2nTywW8B003d3db7&id=LzIwMjYgUElQU08gUHVibGljYXRpb25z
https://www.texasfairplan.org/wp-content/uploads/May-18-2026-TFPA-Governing-Committee-�Meeting-Materials.pdf
https://taipa.org/for-companies/assignment-counts/
https://www.sltx.org/wp-content/uploads/2026/03/2025-SLTX-Annual-Report-Final.pdf
https://www.iii.org/publications/triple-i-insurance-facts/us-insurance-industry-all-sectors/premium-taxes-by-state
https://www.uscriskcenter.com/wp-content/uploads/2026/06/Property-Casualty-Insurance-Market-Overview-and-Outlook-A-Focus-on-Construction-Markets.pdf
https://growthzonecmsprodeastus.azureedge.net/sites/2601/2026/08/The-Civil-Justice-Environment-for-Motor-Vehicle-Litigation-in-Texas_FINAL.pdf
https://growthzonecmsprodeastus.azureedge.net/sites/2601/2026/06/Litigation-Abuse_Costs-Causes-Policy-Implications_issues-doc_small-file.pdf
https://www.iii.org/
https://www.sltx.org/wp-content/uploads/2026/07/Q2-2026-Quarterly-Report-3.pdf?utm_source=eNEWS+CONTACTS&utm_campaign=d1efaf7e97-EMAIL_CAMPAIGN_4_28_2023_12_31_COPY_01&utm_medium=email&utm_term=0_6e63dca930-d1efaf7e97-654928598&ct=t



https://www.insurancecouncil.org/
https://x.com/InsCouncilTx
https://www.linkedin.com/company/insurance-council-of-texas/
https://www.facebook.com/insurancecounciloftexas/



