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After more than a decade of soft pricing, 
conditions in medical professional 
liability (MPL) insurance are changing. 
Increased claim severity, largely due to excess jury awards,  
is pushing combined ratios above 100%, which puts pressure on 
rates. Excess verdicts drive up the cost of reinsurance, worsening 
combined ratios even further.  

Financial pressures will cause experienced MPL insurance companies 
to evaluate responsible pricing and policy terms while nonspecialist 
commercial carriers have historically exited the MPL line of business. 

“In 2019 our industry saw numerous, jaw-dropping  
malpractice verdicts well over $10 million.  

Facing today’s intense claim environment  
means staying disciplined and well-prepared.  

Our insureds need to be confident in their 
coverage and understand the logic behind 

our pricing. We must continue to be 
responsible in our reserving.”

Jeff Bowlby 
Chief Marketing Officer 

ProAssurance

MPL insurance has been in a SOFT MARKET CYCLE 
since 2005—the longest soft market we’ve experienced.
Coverage has been widely available, policy terms 
relaxed, and priced-based competition common.

In a HARD MARKET CYCLE, insurance becomes less 
available, policy conditions tighten, and premiums 
increase. Medical malpractice claims may take a 
decade to resolve, so the insurers’ long-term financial 
health is of utmost importance to the insureds. 

Many MPL specialty insurance companies, 
including ProAssurance, were founded in response 
to the medical liability crisis of the 1970s. 

MPL Insurance is Cyclical

A.M. Best data shows combined ratios are rising for most carriers. When combined 
ratios exceed 100%, corrective actions must be taken to ensure stability.  

“Adverse litigation trends, with an increased frequency  
of severe claims, piling atop years of poor market results, 
have brought the market to a tipping point,  
prompting carriers to address rate 
adequacy, where necessary.”

	 Risk & Insurance

Nationwide MPL Combined Ratios
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The last hard market ended after claim frequency 
fell sharply in 2004/05. While MPL claim frequency 
remained flat, claim severity has been steadily 
ticking up, which compounds over time. In recent 
years, large jury verdicts have widely been seen as 
the primary driver of increasing claim severity.

Medical Malpractice Claim Severity is Increasing

The National Practioner Data Bank indicates claim severity is on the rise.

Nationwide Claim Severity (Average Paid Indemnity for MPL)
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Nationwide MPL Claim Severity
National Practitioner’s Data Bank as of 9/30/2019
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Since the last 
hard market, 
the average 
indemnity 
payout has 
increased 41%
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Shock Verdicts 
Fuel Social Inflation
2019 saw numerous medical 
malpractice jury verdicts and 
settlements in excess of $10 million.

Due to increasing media reports  
of shock verdicts and other societal 
factors, the public’s assumptions 
and expectations about what a jury 
award should be continue to rise. 
This is called SOCIAL INFLATION.

Reinsurance Costs are Driven up by Excess Verdicts
To provide protection against excess/catastrophic losses, 
insurance companies enter contracts with reinsurers. 

The primary carrier retains financial responsibility up 
to a specified limit per claim ($1 million is common 
for MPL carriers). The reinsurer becomes responsible 
for losses above the set limit. As the cost of excess 
verdicts increase, reinsurance companies respond 
by raising their premiums, further pressuring 
the balance sheets of the primary carrier. 

The Mid-Year 2019 Market Report from EPIC stated:

“…most, if not all, of the MPL insurance and  
reinsurance carriers sought rate increases due  
to high severity claims impacting the industry.”

MEDICAL PROFESSIONAL LIABILITY Market Dynamics 2020

“Malpractice claim severity is increasing, and reinsurers are seeing  
losses in excess of $10 million more frequently than in years past.  
At ProAssurance, we’ve received rate increases of 7-10% within  
our reinsurance programs. This level of increase is equal to 
or below what many other carriers are suggesting.”

	 Rob Francis 
Executive Vice President,  
Underwriting and Operations 
ProAssurance

The average 
medical 

malpractice 
claim cost has 

increased50%
 Beazley Group

since 2009

According to the National Practitioner Data Bank, medical malpractice  
indemnity payments are above historic high points on a national scale.

Click the numbers on the map to read the articles.

Nationwide Med-Mal Payments Over $2 Million
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Nationwide Med-Mal Payments Over $2 Million
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The largest 
medical 
malpractice 
verdict ever 
awarded in the 
United States...  

$229M
 Baltimore, MD

July 2019
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https://www.lansingstatejournal.com/story/news/local/2019/11/12/sparrow-hospital-17-million-jury-verdict-amputated-leg-holt-woman/2569660001/
https://www.buckscountycouriertimes.com/news/20190612/bucks-jury-awards-woman-11-million-in-childbirth-case
https://www.whsv.com/content/news/115M-settlement-in-Virginia-over-Navy-hospital-birth-560358101.html
https://www.lohud.com/story/news/local/rockland/pomona/2019/08/12/pomona-woman-wins-55-9-million-malpractice-verdict/1922429001/
https://www.tampabay.com/investigations/2019/08/23/johns-hopkins-agrees-to-pay-nearly-40-million-to-two-families-hurt-by-all-childrens-heart-surgeries/
https://communitynewspapers.com/pinecrest-tribune/jury-awards-11-9-million-in-medical-malpractice-case/
https://www.bostonglobe.com/metro/2019/05/16/feel-never-should-have-happened/GVWU8wKF5DQOeb3GOJ57NK/story.html
https://www.miamiherald.com/news/local/community/broward/article229386529.html
https://www.tuscaloosanews.com/news/20190516/jury-awards-30m-in-malpractice-suit-against-surgeon-dch
https://www.prnewswire.com/news-releases/the-sakla-law-firm-reports-new-orleans-jury-awards-10-million-to-medical-malpractice-victim-300907117.html
https://www.prweb.com/releases/18_25_million_verdict_for_a_minor_in_medical_malpractice_case/prweb16497711.htm
https://www.medicalmalpracticelawyers.com/hospital-medical-malpractice-2/missouri-appellate-court-upholds-12-8m-medical-malpractice-verdict-for-failire-to-timely-diagnose-mesenteric-ischemia/
https://www.medicalmalpracticelawyers.com/medical-malpractice-verdict-2/11m-new-mexico-rehab-facility-malpractice-verdict/
https://www.chicagotribune.com/business/ct-biz-presence-malpractice-verdict-20190325-story.html
https://www.sacbee.com/news/local/article229700034.html
https://www.baltimoresun.com/maryland/baltimore-city/bs-md-ci-hopkins-medical-malpractice-record-20190702-story.html
https://www.theindianalawyer.com/articles/49569-th-circuit-affirms-15m-med-mal-judgment-over-missed-tumor
https://www.nydailynews.com/new-york/ny-malpractice-barnabas-doctors-bronx-20190413-w6jkcprhszh4jimcwwqgwekqde-story.html
https://www.schollelaw.com/blog/medical-malpractice/medical-malpractice-14-million/
https://www.pennlive.com/news/2019/04/pa-court-upholds-jurys-135m-award-against-johnson-johnson-subsidiary-over-defective-mesh-implant.html
https://www.courier-journal.com/story/news/local/2019/06/11/kentucky-nursing-homes-former-judges-estate-gets-13-m-death/1420416001/
https://finance.yahoo.com/news/court-appeals-affirms-46m-med-110523139.html
https://www.radiologybusiness.com/topics/healthcare-economics/radiologist-negligent-medical-malpractice-suit
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2019 Distress Signals

Warning Signs Indicate a Market Turn
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February 11, Texas DOI 
appoints a rehabilitator 
for Capson Physicians 

Insurance Company

2019 saw publicly reported instances of all four 
warning signs above. This news affected several 
individual companies and supports the broader 
view that a market cycle turn is underway.

Financial stress in the MPL insurance industry will affect individual carriers in different 
ways depending on their underwriting discipline over the previous 3-5 years. In past 
market cycle transitions, notable events signaling market distress included:

rehab
Companies are 
placed in receivership 
by their state 
Department of 
Insurance (DOI) 
for attempted 
rehabilitation.

liquidate

Companies in 
receivership are 
liquidated by 
the DOI when 
rehabilitation or 
recapitalization fails.

exit
Commercial/ 
non-MPL-specialty 
carriers exit the 
MPL line when 
it becomes 
unprofitable.

June 28, Texas DOI 
orders liquidation 

of Capson

October 11, Swiss Re,  
a multiline commercial 

carrier, exits the 
MPL line

August 20, Kansas DOI 
appoints a rehabilitator 
for Physicians Standard 

Insurance Company

November 26, Kansas 
DOI orders liquidation 
of Physicians Standard 

Insurance Company

September 17, multiline 
commercial carrier One 

Beacon announces it 
will exit the MPL line 

October 10, A.M. Best 
downgrades Connecticut 

Medical Insurance Company 
(CMIC) to B++ (Good) 

from A- (Excellent) 

October 17, A.M. Best 
downgrades Kansas 

Medical Mutual 
Group to B++ (Good) 

from A- (Excellent)

downgrade

Ratings agencies 
such as A.M. Best 
issue downgrades. 
Companies whose 
ratings fall below 
A- often withdraw 
from being rated.

Expect Responsible Pricing  
and Disciplined Underwriting  
as a Top 2020 Industry Trend
Well-capitalized MPL specialists constantly analyze industry trends 
and take responsible, corrective actions to historical warning signs. 
Experienced carriers are positioned to manage market cycle turns in 
a manner that will protect the long-term interests of their clients. 

ProAssurance is ahead of the market cycle correction curve  
and is prepared to assist our insureds and agent partners  
with industry knowledge and communication tools.

If you have questions or suggestions regarding 
market cycle dynamics, please contact  
your ProAssurance market manager.

“The MPL claim environment is 
evolving and our way forward centers 
on disciplined underwriting. 

	 It is our responsibility and privilege 
to be good stewards of the trust our 
customers place in us and that means 
being appropriately cautious as we 
consider these emerging trends.”

	 Ned Rand 
President & CEO 
ProAssurance

MEDICAL PROFESSIONAL LIABILITY Market Dynamics 2020
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Nationwide MPL Claim Severity
National Practitioner’s Data Bank as of 9/30/2019
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2019 Shock Verdicts

Shock Verdicts
Fuel Social Inflation
This map shows medical malpractice 
jury verdicts and settlements in 
excess of $10 million.
Due to increasing media reports 
of shock verdicts and other societal 
factors, the public’s assumptions 
and expectations about what a jury 
award should be continues to rise. 
This is called social inflation.
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Nationwide Med-Mal Payments Over $2 Million
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Warning Signs Indicate Market Turn

Financial stress in the overall medical professional liability insurance industry will affect individual 
carriers in different ways depending on their underwriting discipline over the previous 3-5 years.
In past market cycle transitions, notable events signaling market distress have included:

downgrade rehab liquidate exit

Ratings agencies such as A.M. 
Best issue downgrades. Often 
companies whose rating fall 

below A- will voluntary 
withdraw from being rated.

Companies being placed in 
receivership by their state 
Department of Insurance 

(DOI) for attempted 
rehabilitation.

Companies in receivership 
being liquidated by the DOI 

when rehabilitation or 
recapitalization fails.

Commercial/non-MPL-specialty 
carriers exit the MPL line. 
(Property and casualty 

insurance companies with broad 
lines of business drop the lines 
that are costing them money.)

6

2019 Distress Signals...

In 2019 the MPL industry saw 
several publicly reported instances 
of all four of the above distress 
signals affecting individual 
companies and supporting the 
broader view that a market cycle 
turn is underway.

February 11, the 
Texas DOI appoints 
rehabilitator for 
Capson Physicians 

Insurance Company

June 28, Texas 
DOI orders 
liquidation of 

Capson

August 20, the 
Kansas DOI appoints 
a rehabilitator for 
Physicians Standard 
Insurance Company

November 26, 
Kansas DOI orders 
liquidation of 

Physicians Standard 
Insurance Company

September 17, multiline 
commercial carrier 

OneBeacon announces it 
will exit the MPL line

October 10, A.M. Best 
downgrades

Connecticut Medical 
Insurance Company 

(CMIC) to B++ (Good) 
from A- (Excellent)

October 11, Swiss Re, 
a multi-line commercial 
carrier, exits the MPL 

line of business

October 17, A.M. Best 
downgrades Kansas 

Medical Mutual Group to 
B++ (Good) from A-

(Excellent)
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Nationwide MPL Combined Ratios

50%

75%

100%

125%

150%

175%

19
78

19
79

19
80

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

Click the items on the timeline to read public accounts of these events.

 Download presentation slides at ProAssurance.com/MPLMarketDynamics

http://www.capsonsdr.com/pdf/2019-02-11%20Agreed%20Order%20Appointing%20Rehabilitator%20and%20PI%20[Certified].pdf
https://www.tdi.texas.gov/lorc/documents/561cpordapptliq.pdf
https://www.insurancejournal.com/news/national/2019/10/14/545338.htm
https://www.ksinsurance.org/documents/department/legal-issues/Order-of-Rehabilitation.pdf
https://www.ksinsurance.org/documents/department/legal-issues/PSIC-final-order.pdf
https://www.ethosinsurance.com/one-beacon-exiting-the-health-care-segment
https://www.businesswire.com/news/home/20191010005806/en/Removes-Review-Negative-Implications-Downgrades-Credit-Ratings
https://www.businesswire.com/news/home/20191017005537/en/Downgrades-Credit-Ratings-Members-Kansas-Medical-Mutual
https://www.proassurance.com/mplmarketdynamics/

