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Considered a significant emerging risk for the insurance industry, social inflation refers
to the trend of rising insurance costs resulting from increased litigation, plaintiff-friendly
judgements and higher jury awards, which are ultimately fueled by social trends.
Specifically, anti-corporate sentiment and significantly increased jury awards against
corporate policyholders (i.e. “nuclear verdicts”). More broadly, social inflation is the term
used to describe growth in liability risks and costs related to litigation trends.?

Who is Most Affected?

While it primarily affects commercial liability lines including commmercial auto, medical malpractice, general
liability, product liability, umbrella and excess liability (particularly for large corporate risks with large limits), it is
also leading to higher personal auto liability claim costs.® Consumer-facing industries including retail, healthcare,
automotive, insurance, pharmaceutical and financial services are the most impacted by social inflation, but any
industry is potentially susceptible.

Factors Driving Social Inflation

Social inflation is a multi-faceted issue, certain to be influenced by the coronavirus pandemic and continued
societal changes.* Key factors impacting social inflation include:

¢ Changes in underlying beliefs and attitudes regarding lawsuits
* Expectations of higher award verdicts by the public and juries
* Rollbacks of cost control measures, such as tort reform

¢« Legislative action to extend or repeal statues of limitations

*« Heightened involvement by attorneys in liability claims
¢ Third-party litigation funding

Losses attributable to social inflation have risen substantially over the last six years and at a higher pace than
would be expected from normal inflation. Ultimately, social inflation results in higher insurance costs for consumers.
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Ways to Mitigate This Risk

Securing appropriate insurance coverage is the first and most important step companies can take to protect
themselves against social inflation risk. However, risk mitigation strategies should also be employed, including:
safety programs; property maintenance; risk transfer strategies; comprehensive claims management approach.

How EPIC is Positioned to Help

Partnering with a broker who understands a firm’s unique risk profile is essential. EPIC’s claims specialists apply
innovative and tailored solutions to each situation, along with cutting-edge analytical tools and a collaborative
litigation strategy to ensure clients are fully prepared and ideally situated for positive outcomes.

Contact EPIC today to ensure that your organization is prepared to handle the emerging risk of social
inflation

Visit epicbrokers.com —
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T“What is Social Inflation, and Why is it Hurting Insurance?” Bethan Moorcraft, Insurance Business Magazine. Published January 3, 2020 and accessible online at:
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3 “Social inflation in the U.S. and Globally.” Larry Crotser, NU Property & Casualty 360. Published October 2, 2020 and accessible online at:
https://www.propertycasualty360.com/2020/10/02/social-inflation-in-the-u-s-and-globally/
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