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Disclaimer
This presentation has been prepared by HSCM Ventures, which is affiliated with Hudson Structured Capital Management Ltd. (“HSCM”), solely for educational and 
informational purposes only. Charts and graphs provided herein are for illustrative purposes only. The information in this presentation has been developed internally and/or 
obtained from sources believed to be reliable; no representation or warranty is made concerning the accuracy of any information or data compiled herein.  

The views expressed are the views of Adrian Jones as of September 2021 from sources believed to be reliable. HSCM Ventures undertakes no responsibility to advise you of any 
changes in the views expressed herein. There can be no guarantee that any projection, forecast, or opinion in the presentation will be realized. Certain information contained in 
the presentation discusses general information related to the specific industry or sector activities and trends, or other broad-based economic, market or political conditions and 
should not be construed as research. The views expressed herein may change at any time subsequent to the date of issue hereof.  

The presentation does not represent judgments with respect to any financial instrument, issuer, security or sector that may be described or referenced herein. This presentation 
is not intended to, and does not, relate specifically to any investment strategy or product offered by HSCM. The presentation is provided as educational material on the specific 
industry and sector to assist your own analysis and views on the topic discussed herein.

The information in this presentation may contain projections or other forward-looking statements regarding future events, targets, forecasts or expectations regarding the 
strategies described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different 
from that shown here. The information in this presentation, including statements concerning market and regulatory trends, is based on the conditions at the time the 
information was gathered, which will fluctuate and may be superseded by subsequent events or for other reasons. 

The presentation is provided for informational purposes only, and under no circumstances may any information contained herein be construed as investment advice or an offer 
to sell or a solicitation of an offer to purchase (or any marketing in connection thereof ) any interest in any investment vehicles managed by HSCM. The information contained 
herein does not take into account your particular investment objectives, financial situations, or needs, and you should, in considering this material, discuss your individual 
circumstances with professionals in those areas before making any decisions. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on 
in making an investment or other decision.

Alternative investments can be highly illiquid, are speculative, and may not be suitable for all investors. Investing in alternative investments is only intended for experienced and 
sophisticated investors who are willing to bear the high economic risks associated with such an investment. Investors should carefully review and consider potential risks before 
investing. Interests in alternative investment vehicles are sold only pursuant to such vehicle’s offering memorandum. Prospective investors of any alternative investment should 
refer to the specific fund’s offering memorandum and operative documents, which will fully describe the specific risks and considerations associated with a specific alternative 
investment.

Solactive AG ("Solactive") is the licensor of the Index. The financial instruments that are based on the Index are not sponsored, endorsed, promoted or sold by Solactive or 
HSCM in any way and Solactive and HSCM make no express or implied representation, guarantee or assurance with regard to: (a) the advisability in investing in the financial 
instruments; (b) the quality, accuracy and/or completeness of the Index; and/or (c) the results obtained or to be obtained by any person or entity from the use of the Index. 
Solactive and HSCM reserve the right to change the methods of calculation or publication with respect to the Index. Neither Solactive nor HSCM shall be liable for any damages 
suffered or incurred as a result of the use (or inability to use) of the Index. Past performance is not a guarantee nor predictive of future results.
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Much of the liability for this 2021 ship grounding was not covered by traditional insurers 

Because Lloyd’s of London underwriters said it was uninsurable -- in 1854

Source: Insurance Insider “IG tells market Ever Given settlement will not hit reinsurance tower” 16 July 2021
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Most insurers want to avoid risk

Innovators help them take risk

(1)
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Lloyd’s underwriter 1880-1939
Product innovator Claims & risk innovator

“Any risk is insurable at the right price”

• Automobile insurance (incl. fleets)
• All risk insurance
• Excess of loss reinsurance
• Retrocession
• Business interruption
• Burglary
• Jewelers Block
• Workers Compensation
• Smallpox insurance (if vaccinated  )
• Credit risk
• Bankers’ blanket bond
• Employer’s liability
• Air raid / bombing

“Pay all of our policyholders in full, 

irrespective of the terms of their policies”

Source: Lloyd’s, Insurance Hall of Fame, Radio Hat, Wikipedia

• Probabilistic catastrophe modelling

• Solvency measures

• Lloyd’s audits

Cuthbert Heath OBE: 59 years of teaching insurers to take risk
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When insurers cover risks, we help make the world safer

Source: Aon Insurance Risk Study, 2015Source: Aon Risk Study 2015
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Taking too few new risks 20 years of stalled premium growth

Source: Aon Insurance Risk Study, 2015

Note: the OECD calculation of Insurance as a % of GDP differs from the US BEA’s methodology cited later in this presentation in that the BEA’s statistic is on a value-added basis, 
whereas the OECD is simply premium divided by GDP 
Source: OECD (2021), Insurance spending (indicator). doi: 10.1787/adb73055-en (Accessed on 30 September 2021)

Insurance as a percent of GDP in the OECD (38 countries)
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Insurance had become contented

Contented industries attract disruptors

(2)
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Insurers at the dawn of InsurTech had performed well 
despite two major banking crises

Note: Insurance line shows “Gross Impairments” which AM Best describes as “the broadest and most conservative definition of impairments which includes receiverships, 
administrative orders, and any other regulatory actions.”  However, AM Best only compiles impairments of insurers that had a rating from AM Best (even if the insurer withdrew)
Source: Insurance failures from Best’s Impairment Rate and Rating Transition Study.  Bank failures from the FDIC including S&Ls 

Company failures per year (U.S.)
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• AM Best rates 5,183 U.S. insurers
(as of 2015)

• There are 4,951 banking 
institutions in the US (as of 6/30/21)

Banks & Thrifts 

Insurers 

S&L crisis

Financial crisis First InsureTech
Connect event
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The contented state of
insurance before InsurTech

• Few failures in ’08 crisis

• Mostly recovered from 9/11 losses and 
hangover of late ‘90s casualty losses

• 11 years w/o major hurricane landfall (US)

Landfalling major hurricane datum is from NOAA and refers to years 2006-2016 inclusive
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Contented… and attractive to disruptors

• P&C insurers spend 3X their profit on distribution1

• Insurance made no reductions in unit overheads 
over 15 years2

• Insurance digital talent lags other industries3

• Only 1% of insurers and 6% of reinsurers get the 
top score for innovation from AM Best4

1 McKinsey 2020 (“State of P&C Insurance 2020: the Reinvention Imperative”). 2 McKinsey 2018 (“Evolving Insurance Cost Structures”).  3 S&P 
2019 (“Insurance industry executive talent crunch is underway”)  4 AM Best 2021 (“Reinsurance, Autos, and Health the Most Innovative Lines of 
Business”)
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InsurTech
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The ingredients: people, capital, technology

(3)



14

(A) People: 55,000+ people are working in InsurTech

About as many as work for the largest US personal lines insurer

Source:  Headcount is calculated by HSCM Ventures from LinkedIn (tallying 300 notable InsurTechs) as of August 2021



15

(B) Capital: Unprecedented VC $$ into InsurTech

Source: FT Partners InsurTech Almanac 2020; right panel from FT’s 2Q21 InsurTech report

Global InsurTech venture financing

Where are VC $$ going?

59% North America
31% Europe

6% APAC
4% ROW

52% P&C
20% Health

3% Life
25% Diversified

77% Carriers/MGAs
23% Technology

952 VC firms exist in US

with $267B AUM

Insurance strategics in 18 deals

1965 VC firms exist in US with $548B AUM 
plus new cross-over investors 

plus Insurance strategics in 128 deals

2013 2014 2016 2018 2019 20202011
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3

7

2015

4

1

5

6

$8B
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(C) Technology: incredible advances in AI (to name one)

Source: OpenAI

AI in 2011

AI today Computational power (tfs-days) needed to train a neural net
to classify images with the same accuracy as AlexNet (2012) (log scale) 

2013 2020

5
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4X the rate of  
improvement 
predicted by 
Moore’s Law

Since 2011, AI efficiency has increased at least 44X

2017 2018 20192014 2015 2016
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Competitive pressure from InsurTech is 
making the industry uncomfortable – and 

forcing overdue changes

Seven predictions 

(4)
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Prediction 1: Cost of insurance will continue to decline –
except in lines exposed to climate change and inflation

Component of costs Why cost is falling Offsets Detail

Cost of capital • Interest rates likely to remain low
• Record levels of alternative capital
• Capital willing to fund new reinsurers

• Will economic growth and 
inflation raise rates?

Predictions 2, 3

Actual loss costs • Focus on risk safety & prevention 
(telematics, IoT, behavioral change)

• Better data from customers allows finer 
segmentation

• Straight-through processing can be 
more accurate than humans alone

• Climate change
• Economic inflation
• Social inflation
• Medical inflation

Prediction 4

Loss volatility • Improved loss models (e.g. wildfire, 
flood, cyclone)

• Improved data (e.g. telematics)

• Climate change
• Social inflation

Prediction 5

Overheads • Automation eliminates low value 
activities

• Need to invest in technology Prediction 6

Distribution expense • Automation eliminates low value activity
• Move from captive to independent 

agents, alternatives, and direct

• “ “ Prediction 7
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Prediction 2: Reinsurers will continue to put start-ups in 
business as traditional reinsurance remains challenged

AI today 

7.2% 4.8%

$24B $97B

Declining profitability

Reinsurers’ underlying ROE
(Source: WillisRe)

66% 79%
(2019)

Competition from
non-traditional capital

Alternative capital in reinsurance
(Source: Aon)

Consolidated distribution

$1B+ brokers as percentage of top 100 brokers’ 
revenue (Source: Dowling Hales)

As price of protection falls, 
reinsurers are more willing to take 
on new risk

Alternative capital has historically 
had a lower cost of capital for 
certain types of risk – driving 
reinsurers to new areas of risk

Some reinsurers are going direct to 
start-ups to counter intermediary 
power 

2010 2021Difficulties for traditional reinsurers Why it matters

Over $1.5B of US P&C start-up risk assumed by re/insurers in 2020*

*Estimated by HSCM Ventures based on an analysis of US statutory filings, SEC filings, press releases, and news articles for InsurTech carriers and MGAs where data were available 

(2013)
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Prediction 3: Value chain enablers will facilitate more 
rapid innovation by non-insurers

Source: Dowling & Partners 2021, Inside P&C North America Conference 9/27/21 (current number of active fronts)

AI today 

$19B $57B

~3 ~20
Fronting in the US is 

“dominated” by one company

Premium produced by MGAs
(Managing General Agents)

Fronts and MGAs enable rapid innovation by “renting” their licenses, capital, and infrastructure. 

The model can be fragile due to the separation of risk and capital and regulatory considerations.  

Active US fronts

2010 2020
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Prediction 4: Straight through processing will 
increasingly replace human effort in UW and claims

1 Novarica Research Council Study 1Q21, 2 Gradient AI case study; not validated by HSCM Ventures

AI today Straight through processing still uncommon outside personal lines1 Automated solutions integrated into UW 
processes can produce better results than 
humans alone (BOP example2)

Loss ratio reduced from 61% to 54%

Quote-to-bind improved >10%

20

3

3

10

34

14

3

1

3

4

5

Personal Lines

Small Commercial

Large Commerical

Workers’ Comp

Individual Life

Specialty Lines

54%

Annuities

7%

0

Underwriting Claims

Model predicts that 
worst 5% of risks 

drives 12% of losses



22

Prediction 5:  Customers will provide data for better pricing – and 
insurers who can’t handle the data will be anti-selected

Source: IoT Insurance Observatory / Matteo Carbone, CMT, Panasonic via Car & Driver 1/13/21

AI today Telematics in 2011 Telematics today

<3 million cars connected to insurers (US/EU)

Experimental – led by a few large insurers

Hardware based

>21 million cars connected to insurers

450+ telematics programs globally

OEM threat is overstated in short/mid term
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Prediction 6: Direct and alternative channels will 
(finally) increase – true omnichannel

Note: Statistics on direct response include all sales by “direct response writers” which can include telephone sales
Source: Carvana, Zillow, St Louis Fed, IIAB, LIMRA, Coverager (with permission), Sotheby’s 

Car sales by leading online car retailer 

Revenue of largest online real estate site

E-Commerce as % total retail sales

2010 2019

Private Auto 17% 26%

Homeowners 5% 7%

Commercial 
lines

<1% <2%

Individual 
Life

4% 6%

Direct sales of insurance as % total
(by carrier, includes phone sales and agent sales at 
carriers who are primarily direct)

+3588 partnerships in the 

Coverager database – including 

864 for alternative distribution
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2016 201820142012
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$1,500M
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$250M

Sotheby’s online sales
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Prediction 7: Agents aren’t going away, but anyone doing a 
manual process might be – bringing down overheads

Source: CapeAnalytics.com, Mitchell International

AI today 
Underwriting inspection in 2011 Underwriting inspection today

In  auto insurance, 
photo-based 

estimating rose from 
0% of inspections to 

15% from 2015-17
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Fuel for today’s Cuthbert Heaths

(5)
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InsurTech is underinvested vs. FinTech

AI today 

Source: GDP figures are 2020 figures from the BEA; VC data is from Pitchbook’s Quarterly FinTech and InsurTech reports for 2Q21; unicorns from CB Insights

InsurTech FinTech 

Industry as % of US GDP 3%
(all insurance)

5%
(all financial services ex insurance)

Global VC funding 1H21 $6.6B
(2.3% of total)

$58B
(20% of total)

Number of VC deals 1H21 293 2,164

Unicorns as of Sept 2021 20 157
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InsurTech innovation is becoming self-reinforcing

AI today Exits allow cash to be reinvested

Angel founders as a key 
funding source

Start-ups buying from each other

More press releases like this: 

“The seed round was led by [Venture firm] 

with participation from [several other firms] 

and angel investments from [several 

founders]”

Press release: “[Venture-backed firm] and 

[venture-backed firm] have formed a 

partnership.”

As InsurTechs become larger, buying from 

each other becomes more powerful

Emergence of “alumni” start-ups

Maturing InsurTechCredibility to 
deal with incumbents

Start-ups buying each other
+ incumbents buying

Running a company from a garage is cool, 

but it doesn’t give conservative insurers 

much comfort.

$37B

Stock market value as of 9/30/2021 of 

InsurTech IPOs in 2020-21

M&A volume involving InsurTechs ($M)
(source: FT Partners – includes SPAC “mergers”)

(Illustrative - compiled by Will Thorne)

10,340

23,482
17,800

2019 2020 H1 2021
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AI today 

Note: The list of HPIX components is effective as of the rebalancing on 10/4/21 in which four components were 
deemed eligible for the Index and added.  Price data as of close on 9/30/2021.  See disclaimer slide for important 
notes.  Past performance is no guarantee of future results.

Market Cap ($B) vs. 52 week high

GRAND TOTAL 74.5 Avg: -36%

SaaS 22.7 Avg: -22%
Guidewire 9.9 -11%
CCC 6.3 -35%
Duck Creek 5.8 -26%

Distribution 15.9 Avg -32%

Goosehead 5.6 -13%
Baldwin Risk Partners 5.2 -18%
SelectQuote 2.1 -61%
GoHealth 1.6 -69%
MediaAlpha 1.1 -73%
Quinstreet 1.0 -32%
EverQuote 0.5 -66%

Carriers 37.0 Avg -48%
Bright Health 5.1 -54%
Essent 4.9 -19%
Lemonade 4.1 -64%
Kinsale 3.7 -36%
Oscar 3.6 -53%
Trupanion 3.1 -39%
Hippo 2.6 -69%
Doma (States Title) 2.3 -30%
Palomar 2.1 -30%
Clover 1.9 -74%
Root 1.3 -82%
Metromile 0.5 -83%

HPIX Components
Public markets have welcomed new issues 
but can be unforgiving 

HSCM Public InsurTech Index (HPIX)

vs. Solactive Tech 100 Index
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When to beware: 

Do valuations exceed the 
innovation capacity of tech  
as applied to insurance?
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What’s in and out – startup edition
What’s in? What’s out?

Steady growth Blitzscaling

High value policies 
Episodic / cheap / micro policies in mature markets
(unless loss leader or levered distribution)

Customer segmentation Confusing revenue with Product-Market Fit

A game of inches
(be a little better everywhere)

Radical transformation of insurance

Winning in niches Going global prematurely

Gray hairs + youthful exuberance MBA pixie dust alone

Full capital stack Virtual companies (everything rented)

Buying capabilities (M&A) Building everything from scratch

Carefully preparing to be public SPAC bidding frenzies
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What’s in and out – incumbent edition

What’s in? What’s out?

Deep partnerships with InsurTechs The Silicon Valley Petting Zoo

ROI analysis with real resources
Open-ended but small innovation budgets, pilots, 
dozens of PoCs

Being the fourth partner of a start-up Being the first partner

Focus on near-term business problems Shiny objects, moonshots, Horizon 3 innovation

Investment + capacity + oversight “Whoa cool, take my pen!”

Straight-through processing
(eliminating underwriters)

“What happened to travel agents will happen to 
insurance agents”

Alternative distribution
“We would never do anything to compete with our 
agents”
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Where are today’s 
Cuthbert Heaths

winning?

Some examples
(not even close to comprehensive) 

Products
• Cyber (esp. SME)
• Secondary perils (e.g. wildfire)
• Specialties: Pet, Flood, etc

Data
• Auto telematics (esp. TSPs)
• Integration of predictive data
• Instant / straight-through decisioning
• Image recognition

Distribution
• Figuring out D2C / alt distribution
• Comparison raters
• Agency support and connectivity

Software & Data
• Data services and platforms
• Data clean-up and prefill
• Image recognition systems
• Low code / no-code
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For a copy of these slides and more content…

Visit “news” on our website

hscm.com

Follow me on LinkedIn:

linkedin.com/in/adrianjo

Or email:

Adrian.Jones@hscm.com
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Funding a company in 2011 (illustrative)

Source: Mark Suster on Medium (2021): “The Changing Venture Landscape”

Startup Capital Series A Series B/C Exit

• $250 – 750K 
• Micro VCs  and 

“Super Angels”

• $2-5M 
• 1 VC 
• 20% 

• $10-20M
• 1-2 VCs in round 
• Early VCs didn’t 

usually  follow on 

• 7-10 year IPO  
• 2-12 year Trade Sale 
• Birth of “acquihire” 

1 2 3 4
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Funding a company today (illustrative)

Source: Mark Suster on Medium (2021): “The Changing Venture Landscape”

Day 0 Capital Pre-Seed Seed Series A

• Incubators / foundries 
• “Day 0” VCs 
• $250 – 750K

• $1-3 million 
• Long list: seed, angels, 

scouts, early stage VCs
• Often funded on a SAFE

(which wasn’t invented till 
2013)

• $2-5 million

• 1 -2 Seed VCs 

Normal 
• $8-10 million 
• 1 VC leading round, follow-ons 

Momentum / Hyped 
• $20-25 million 
• 1-2 VCs leading round 
• Price Insensitivity 
• High follow-ons / SPVs

Series B/C (Early Growth) Series D-F (Late Growth) Exit 

• $20-100 million 
• Many VCs 
• Have’s & Have Not’s
• Secondaries   

• $100-500 million 
• VCs + Cross-over VCs (Hedge / Mutual / 

Sovereign Wealth Funds)
• Only for best companies or momentum 

companies
• SPVs & Secondaries  

• 7 -14 year IPO for best companies 
• SPACs accelerating exits
• Trade sale

1 2 3 4

5 6 7


