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1 Excludes the impact of changes in risk-free rates used to discount net outstanding claims.

2019 overview
North America has four business 
units: Alternative Markets (third-party 
distribution including programs), Specialty 
& Commercial (retail agent and broker), 
Crop and QBE Re (part of QBE’s global 
reinsurance business).

Market conditions continued to improve 
over the course of 2019. We achieved 
an average renewal rate increase of 5.8% 
compared with 4.1% in the prior year. 
In response to industry-wide claims cost 
trends, premium rates accelerated during 
the second half where we achieved an 
average renewal rate increase of 7.7%. 
Most of the portfolio achieved premium 
rate increases, with double-digit increases 
in commercial, E&S lines, accident & health 
(A&H), general aviation and public directors’ 
& officers’ (D&O). 

The Crop business was impacted by 
significant prevented planting claims due 
to unusually wet spring planting conditions 
coupled with frost and hail during the growing 
season which depressed yields. As a result, 
Crop reported a combined operating ratio 
of 107.5%, up significantly from 84.4% in 2018 
and well above the 10 year average of around 
90% for this business.

A heightened frequency of small weather 
events during the second half impacted 
the attritional claims ratio for several of our 
property portfolios. Despite this, Alternative 
Markets reported an improved current 
accident year claims ratio in both the affiliated 
and program portfolios, driven by benign 
catastrophe activity. 

More challenging industry-wide inflationary 
trends drove a prior accident year reserve 
charge, primarily pertaining to E&S, corporate 
liability classes and casualty reinsurance lines. 
Heightened social inflation is an industry-wide 
issue and, where relevant to QBE’s North 
American portfolio, we are responding 
appropriately to the emerging data. 

During 2019, we implemented a number 
of initiatives to execute on our integrated 
specialist strategy and enhance our broker 
relationships. These included the sale of retail 
personal lines, the run-off of our commercial 
agriculture portfolio and the continued 
repositioning of our commercial insurance 
portfolios with the rollout of a clearly defined 
middle market risk-appetite and a more 
targeted E&S appetite. We also launched 
our first two industry verticals – healthcare 
and financial institutions – and a new organ 
transplant risk business in A&H to diversify 
our product offerings.

Our sustained focus on cell reviews and 
Brilliant Basics is supporting the disciplined 
execution of our underwriting strategy which 
is translating into improved premium rate 
adequacy across the portfolio.

Operating and financial 
performance
Underwriting performance
North America reported a combined 
operating ratio of 106.5% 1, up from 98.7% 1, 
in the prior year.

The result was heavily impacted by Crop 
and adverse prior accident year claims 
development which impacted the combined 
operating ratio by 5.3% and 2.6% respectively 
relative to 2018. Normalising for Crop, prior 
accident year development and the unusual 
frequency of small weather events, North 
America’s underlying combined operating 
ratio was around 98.5%. 

An improvement in the attritional claims ratio 
driven by underwriting actions including the 
repositioning of several businesses, was 
largely offset by the increased frequency 
of small weather events in both our personal 
and commercial property portfolios.

The result was also impacted by an expected 
increase in the net cost of large individual 
risk claims following the change in the 
Group’s reinsurance program, coupled with 
strengthened current accident year claims 
ratios in many of the portfolios impacted 
by adverse prior accident year development. 

The net cost of catastrophe claims 
decreased materially reflecting benign 
catastrophe experience.

The combined operating ratio included 
a $73 million or 1.9% adverse impact from the 
decrease in risk-free rates used to discount 
net outstanding claims compared with 
a $36 million or 0.9% benefit in the prior year.

The total acquisition cost ratio improved 
to 28.0% from 30.0% in 2018, reflecting 
the sale of the retail personal lines business 
and early benefits from our operational 
efficiency program coupled with positive 
operating leverage. 

North America  
business review
Weather conditions had a meaningful impact 
on our Crop result while industry-wide challenges 
drove a reserve strengthening in casualty portfolios. 
Underlying momentum continues across the 
portfolio as we execute our integrated specialist 
strategy, supported by firming pricing conditions 
and enhanced underwriting discipline.  

Todd Jones 
Chief Executive Officer • North America
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Premium income
Gross written premium fell 2% to $4,637 million 
from $4,711 million in 2018, due to the sale 
of our underperforming retail personal lines 
business, coupled with portfolio repositioning. 
Adjusting for disposals, underlying growth was 
around 3% reflecting premium rate increases 
coupled with strong growth in Crop, partly offset 
by business intentionally lapsed, consistent with 
increased underwriting discipline.

Specialty & Commercial gross written 
premium grew 2% due to new business and 
premium rate driven growth in A&H, industry 
verticals and professional lines. Growth 
in these areas more than offset shortfalls 
in commercial corporate and E&S as we 
reduced exposure to accounts that no longer 
met our underwriting appetite.

Crop gross written premium increased 7% due 
to growth in policy count which more than offset 
lower commodity prices and reduced volatility 
factors. Net earned premium grew 22% due 
to written growth and reduced government 
cessions reflecting changes in the MPCI gain 
on the 2018 and 2019 underwriting years.

Alternative Markets’ gross written premium 
increased 1%. Premium growth in programs, 
particularly property and specialty, was partly 
offset by premium contraction in affiliated 
due to the planned repositioning of our 
(non-builder) home insurance portfolio.

Net earned premium grew 4% to $3,942 million, 
primarily due to growth in Crop coupled 
with lower reinsurance costs following the 
restructure of the Group’s reinsurance program.

Claims expense
The attritional claims ratio (excluding Crop) 
improved marginally to 49.8% from 49.9% 
in the prior year.

Improvements in aviation, specialty programs, 
property reinsurance and a reduced contribution 
from commercial corporate and discontinued 
businesses were offset by an unusual frequency 
of small weather events in our property 
portfolios that contributed around 1.6% to the 
attritional claims ratio relative to the prior year. 

The result included $80 million of adverse 
prior accident year claims development 
compared with $57 million of positive 
development in 2018. Excluding favourable 
Crop development that is matched by 
additional premium cessions under the 
MPCI scheme (resulting in a nil profit 
impact), adverse prior year development 
is better stated at $112 million or 2.8% of net 
earned premium compared with $7 million 
or 0.2% in 2018.

Positive development in Crop (that was not 
matched by additional premium cessions 
under the MPCI arrangement), workers’ 
compensation and A&H was more than 
offset by adverse development in casualty 
lines, primarily in our corporate and 
assumed reinsurance businesses, as well 
as in E&S. Many of these portfolios have 
been the subject of de-risking initiatives 
since 2017 (for example we exited mono-line 
commercial auto and repositioned 
financial lines) and it is encouraging 
that much of the reserve strengthening 
related to underwriting years pre-dating 
those initiatives.

Despite the restructuring of the Group’s 
reinsurance program, the net cost of large 
individual risk and catastrophe claims 
declined to $328 million or 8.3% of net earned 
premium compared with $361 million or 9.5% 
in the prior year.

Catastrophe claims fell to $103 million 
or 2.6% of net earned premium compared 
with $247 million or 6.5% in 2018.

Commission and expenses
The net commission ratio improved to 15.2% 
from 15.6% in the prior year driven by mix 
of business as we exited our retail personal 
lines and repositioned the corporate portfolio. 

The expense ratio improved materially 
to 12.8% from 14.4% in 2018. This reflects 
the sale of the retail personal lines business, 
rigorous cost management and positive 
operating leverage driven by net earned 
premium growth (assisted by materially 
reduced Crop MPCI cessions).

Gross written 
premium and net 
earned premium 
by class of 
business (%)

Underwriting result

FOR THE YEAR ENDED 31 DECEMBER 2019 2018 2017 2

Gross written premium US$M 4,637 4,711 4,556 
Gross earned premium US$M 4,646 4,612 4,622 
Net earned premium US$M 3,942 3,796 3,826 
Net incurred claims US$M 3,168 2,575 3,107 
Net commission US$M 599 592 623 
Expenses US$M 506 547 553 
Underwriting result US$M (331) 82 (457)
Net claims ratio % 80.4 67.8 81.2
Net commission ratio % 15.2 15.6 16.2
Expense ratio % 12.8 14.4 14.5
Combined operating ratio % 108.4 97.8 111.9
Adjusted combined operating ratio 1 % 106.5 98.7 112.2
Insurance profit margin % (4.7) 3.8 9.7 

1 Excludes the impact of changes in risk-free rates used to discount net outstanding claims.
2 Excludes transactions to reinsure liabilities.


