
IBISWorld.com 1-800-330-3772 info@IBISWorld.com

  INDUSTRY REPORT 52412CA

Property, Casualty and Direct Insurance
in Canada

Quality insurance: Technological developments will likely enable operators to maintain
high profitability

Samuel Kanda  |  February 2021



Property, Casualty and Direct Insurance in Canada February 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 14

Outlook.............................................................................. 14
Industry Life Cycle............................................................. 16

PRODUCTS & MARKETS............................... 17

Supply Chain..................................................................... 17
Products & Services.......................................................... 17
Demand Determinants...................................................... 18
Major Markets....................................................................19
Business Locations........................................................... 20

COMPETITIVE LANDSCAPE.......................... 22

Market Share Concentration............................................. 22
Key Success Factors........................................................22
Cost Structure Benchmarks............................................. 23
Basis of Competition......................................................... 25
Barriers to Entry............................................................... 26
Industry Globalization........................................................26

MAJOR COMPANIES...................................... 27

Major Players.................................................................... 27
Other Companies.............................................................. 32

OPERATING CONDITIONS............................ 34

Capital Intensity................................................................. 34
Technology & Systems......................................................35
Revenue Volatility..............................................................36
Regulation & Policy........................................................... 36
Industry Assistance........................................................... 37

KEY STATISTICS............................................ 38

Industry Data..................................................................... 38
Annual Change..................................................................38
Key Ratios......................................................................... 38

ADDITIONAL RESOURCES............................39

Additional Resources........................................................ 39
Industry Jargon..................................................................39
Glossary............................................................................ 39



Property, Casualty and Direct Insurance in Canada February 2021

3 IBISWorld.com

COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue is expected to grow for the Property, Casualty and Direct Insurance industry in Canada, despite the
COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The industry's profit margin is expected to decrease in 2020 due to the coronavirus pandemic. For more detail,
please see the Cost Structure Benchmarks chapter.

· Demand for the industry's products and services is expected to slightly fluctuate due to the industry's
nondiscretionary nature. For more detail, please see the Products and Services chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Companies in this industry are engaged in underwriting insurance policies that protect individuals, businesses and

agencies against losses that occur as a result of property damage, liability or other risks. Additionally, companies in
this industry provide reinsurance service, assuming all or part of the risk associated with existing insurance policies.
This industry does not include insurance or reinsurance coverage for life, disability, accidental death,
dismemberment or health risks.

Major Players Intact Financial Corporation

Desjardins Group

Aviva Canada Inc.

Wawanesa Life Insurance Company

Co-operators Group

Lloyd's Underwriters

Main Activities The primary activities of this industry are:

Directly underwriting private automobile insurance

Directly underwriting public automobile insurance

Directly underwriting homeowners insurance

Directly underwriting title insurance

Directly underwriting workers' compensation insurance

Directly underwriting medical malpractice insurance

Reinsuring policies from other insurance companies

Automobile reinsurance

Surety and title reinsurance

The major products and services in this industry are:

Personal and commercial auto

Commercial property

Personal property

Liability

Other
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Supply Chain

SIMILAR INDUSTRIES

Commercial Banking in Canada Credit Unions in Canada Life Insurance & Annuities in
Canada

Insurance Brokers & Agencies in
Canada

Insurance and Employee Benefit
Funds In Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Global Direct General Insurance
Carriers

Property, Casualty and Direct
Insurance in the US

Pet Insurance Automobile Insurance

Homeowners' Insurance Travel Insurance Cyber Liability Insurance Workers' Compensation Insurance

Title Insurance Home Warranty Providers Product Warranty Insurance Bail Bond Services

Auto Extended Warranty
Providers

Identity Theft Insurance Commercial Auto Insurance General Insurance in Australia

Property, Car & Other Non-Life
Insurance in China

General Insurance in the UK Home Insurance in the UK Classic Car Insurance in the UK

General Insurance in New
Zealand

Insurance in Ireland Motorcycle Insurance Boat Insurance
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Industry at a Glance
Key Statistics

$66.0bn
Revenue

Annual Growth

2015–2020

1.2%

Annual Growth

2020–2025

3.2%

Annual Growth

2015–2025

 

$3.4bn
Profit

Annual Growth

2015–2020

-11.0%

  Annual Growth

2015–2020

 

5.1%
Profit Margin

Annual Growth

2015–2020

-4.6pp

  Annual Growth

2015–2020

 

228
Businesses

Annual Growth

2015–2020

-5.9%

Annual Growth

2020–2025

-0.6%

Annual Growth

2015–2025

 

58,608
Employment

Annual Growth

2015–2020

2.2%

Annual Growth

2020–2025

2.2%

Annual Growth

2015–2025

 

$4.2bn
Wages

Annual Growth

2015–2020

2.1%

Annual Growth

2020–2025

2.4%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.5%
Per capita disposable income

1.2%
Value of residential construction

1.9%
Number of motor vehicle
registrations

3.6%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady   Industry Globalization

Medium / Increasing

NEGATIVE IMPACT

  Competition
High / Steady

 

Key Trends

 Industry operators have experienced a hardening price cycle

 Industry price cycles are heavily dependent on excess
capacity

 The industry has consolidated due in large part to increased
M&A activity

 New car sales are expected to increase marginally over the
next five years

 Property and casualty insurers will likely continue to benefit
from rising internet sales

 Over the past five years, insurers have dealt with multiple
catastrophic losses

 The industry benefits from steady demand as a result of the
essential need and requirement for insurance across most
assets in the economy
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Product/Service Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

   

OPPORTUNITIES

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Per capita disposable income

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Number of motor vehicle registrations
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Executive Summary Quality insurance: Technological developments will likely enable
operators to maintain high profitability

Operators in the Property, Casualty and Direct Insurance industry in Canada service individuals and businesses by
providing protection against a variety of man-made and natural events, such as car accidents, severe storms,
wildfires, business theft and medical malpractice. The industry has grown steadily over the five years to 2020 and
has benefited from gradual growth in per capita disposable income and residential values, which have enabled
industry operators to charge higher premiums. Moreover, as the Canadian population has grown, aged, urbanized
and gotten progressively wealthier, demand was boosted for property, casualty and direct insurance. Industry
revenue is expected to increase an annualized 1.2% to $66.0 billion over the five years to 2020, with a projected
decline of 3.2% in 2020 alone. The decrease in 2020 can be mainly attributed to the COVID-19 (coronavirus)
pandemic and the resulting adverse economic effects. In addition, due to coronavirus, the industry's profit margin is
expected to decrease in 2020.

The industry benefits from steady demand as a result of the essential need and requirement for insurance across
most assets in the economy. Therefore, much of the expansion in industry revenue originates from the growth in
written premiums, which have increased over the past five years as a result of growing construction costs and the
need for operators to improve profitability in times of excessive losses from catastrophes. Growth in disposable
income enables households to purchase more property, and therefore, demand more insurance. It also enables
operators to increase premiums as households become increasingly wealthier and able to afford these. The number
of vehicle sales is anticipated to increase, which is representative of the trend in the increasing amount of property
by households.

Over the five years to 2025, industry revenue is expected to increase an annualized 3.2% to $77.3 billion. The
industry is expected to continue to benefit from increased demand due to an expanding Canadian population and
higher premium prices driven by anticipated growth in the household wealth and asset values. Additionally,
technological developments such as digital platforms for insurance distribution networks, artificial intelligence for
efficient premium pricing and information technology systems to improve data accuracy and risk management are
expected to boost industry demand. This will enable industry operators to decrease operational expenses and
improve their profit margin.
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Industry Performance

Key External
Drivers

Number of motor vehicle registrations

As automobile insurance is expected to account for the majority of industry revenue, any increase in the number of
motor vehicle registrations will likely boost demand for insurance. The number of motor vehicle registrations is
expected to increase in 2020, representing a potential opportunity for the industry.

 

Value of residential construction

The value of residential construction represents the amount of investment in the construction of residential property.
An increase in the value of residential construction is representative of increases in home values and their costs of
construction. As a result, an increase in the value of residential construction drives growing premiums and therefore
industry revenue. The value of residential construction is expected to decline in 2020, posing a potential threat to the
industry.

 

Number of adults aged 65 and older

Changing age demographics also affect industry demand, with insurance coverage generally increasing in tandem
with an individual's age. This correlation is due to the fact that older individuals typically have higher disposable
incomes and more assets that require protection. It is also due to the fact that older individuals pose higher risks as
drivers than middle-aged individuals, which increases premiums. The number of adults aged 65 and older is
expected to increase in 2020.

 

Per capita disposable income

Higher per capita disposable income enables individuals to purchase assets that require insurance, such as cars
and other property. Therefore, higher disposable incomes drive insurance demand and also give operators room to
increase premiums. Per capita disposable income is anticipated to increase in 2020.
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Current
Performance

Revenue for the Property, Casualty and Direct Insurance industry in
Canada originates from the annual income of insurance premiums.

Most property and casualty premiums are obtained through the renewal of policies that relate to existing risks.
Changes in risk exposure and pricing conditions affect remaining premiums. Policy pricing fluctuates between cycles
of price cutting (i.e. softening) and price raising (i.e. hardening). While industry revenue is largely determined by
demand and premium prices for personal automotive and property insurance, industry operators offer a range of
other insurance coverage. Such policies include medical malpractice, financial guaranty and travel insurance and
specialty operators that protect owners' and lenders' financial interests in specialized types of real property, such as
aircraft, marine vehicles and machinery. Over the five years to 2020, revenue for the Property, Casualty and Direct
Insurance industry in Canada increased slightly, as growth in Canadians' disposable incomes, residential real estate
values and rising premium prices propelled gradual industry gains. Consequently, industry revenue is expected to
increase at an annualized rate of 1.2% to $66.0 billion over the five years to 2020, with an expected decline of 3.2%
in 2020 alone. The decline in 2020 can be mainly attributed to the COVID-19 (coronavirus) pandemic, which has
caused many adverse economic effects, in particularly, causing a decrease in customer activity on new policies and
rising claim expenditures from operators.

HARDENING PRICING CYCLE AND IMPROVED INVESTMENT INCOME

The property and casualty (P&C) market is characterized by stable
demand, as homes, cars, businesses and employees are typically insured
regardless of general macroeconomic conditions.

Moreover, in certain Canadian provinces, such as British Columbia, Saskatchewan, Manitoba and Quebec,
government-owned auto insurers provide insurance. Although P&C demand originates primarily from current
customer retention, P&C premiums pricing is also dependent on the performance of the Canadian economy.

Over the five years to 2020, industry operators have experienced a hardening price cycle, characterized by
increasing premium prices. According to the 2020 report from the Insurance Bureau of Canada (IBC), Canadian
P&C net insurance claims totalled more than $41.5 billion in 2019 (latest data available). Each year represents a
unique situation for operators as they cannot control the weather and must contend with all the negative
repercussions that occur each year. In 2014 claims were caused by summer floods in southern Alberta and
blizzards in Ontario and Eastern Canada. Additionally, in 2016, the industry experienced the worst year on record for
catastrophic losses, as insurers paid more than $5.0 billion in claims, most of which were related to the May 2016,
Fort McMurray, AB, wildfire that damaged an estimated 2,500 homes and buildings and displaced nearly 90,000
residents. The average catastrophe loss in 2019 totalled $1.3 billion. In comparison, the average loss in 2016
totalled $5.2 billion. During hard cycles, insurers focus on improving profitability and rebuilding surpluses by
increasing premium prices. Over the five years to 2020, per capita disposable income increased at an annualized
rate of 1.7%, which made it possible for consumers to afford these increased premium prices without curtailing
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demand. Additionally, the stagnating value of residential construction, despite coronavirus, has further aided the
growth in premiums related to personal property, especially home insurance.

Moreover, industry price cycles are heavily dependent on excess capacity, which is positively influenced by
investment returns. Excess capacity, or policyholder surplus, is the excess capital that an insurer holds above its
reserve requirement, which is a legal limit set forth by state insurance commissioners. The reserve requirement is
designed to certify that insurers can meet benefit payments (i.e. liabilities) in the event of a loss. The surplus is often
a measure of the insurer's financial strength, as P&C insurers need to build a buffer against potential losses from
catastrophes.

Industry operators use the surplus capital to make investments, which are critical for several reasons, including
covering potential underwriting losses, increasing capital in the event of a catastrophe and boosting profit levels.
Industry investment income is a function of the weighting that industry operators choose to assign certain asset
classes, such as debt and equity securities, and the return of those asset classes during a period. According to the
2020 IBC report, operators invested 67.9% of their assets in bonds in 2019. Furthermore, an estimated 5.0% of
industry investments are in pooled mortgages and short-term deposits, which are also debt instruments.
Consequently, the performance of bonds is vital to industry investment income. Over the past decade, falling bond
yields have tempered industry investment income. However, industry operators generally invest in government debt
instruments, which provide more stable returns when compared with equity or alternative investments. Despite the
hardening premium cycle and improvements and relatively steady investment income, industry profit, measured as
earnings before interest and taxes, is expected to decline to 5.1% of revenue in 2020, which is well below the share
of 2015. This decrease in profit is mainly a result of coronavirus and the resulting adverse economic effects, causing
a decrease in customer activity and reducing the industry's capacity to underwrite premiums.

CONSOLIDATION IN THE INDUSTRY

The Property, Casualty and Direct Insurance industry in Canada has
consolidated over the five years to 2020, due in large part to increased
merger and acquisition (M&A) activity within the industry.

This is clear from the increase in the share of revenue consolidated in the top 10 companies. For example, industry
major player Desjardins Group acquired State Farm's Canadian P&C insurance operations in 2015. This level of
M&A activity alongside the rough year in 2016 when many companies exited the industry, has reduced competition.
As a result, the number of industry enterprises is expected to decline an annualized 5.9% to 228 companies over the
five years to 2020. Meanwhile, as many remaining competitive players grow and increase their resources to
compete in the changing environment, industry employment is expected to grow an annualized 2.2% to 58,608
workers during the period, with the majority being highly skilled workers.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
Motor Vehicle
Registrations

(Million)
2011 62,576 6,363 1,457 342 49,063 N/A N/A 3,410 N/A 30.4
2012 62,970 6,982 1,444 323 51,941 N/A N/A 3,448 N/A 30.8
2013 62,724 6,258 1,536 321 51,886 N/A N/A 3,587 N/A 31.7
2014 65,184 11,289 1,561 321 53,848 N/A N/A 3,622 N/A 32.6
2015 62,147 9,971 1,544 309 52,669 N/A N/A 3,810 N/A 33.2
2016 64,969 8,939 1,296 252 63,581 N/A N/A 4,536 N/A 33.8
2017 64,372 9,160 1,283 245 58,049 N/A N/A 4,165 N/A 34.3
2018 66,353 8,431 1,332 254 58,728 N/A N/A 4,209 N/A 35.1
2019 68,157 9,098 1,232 234 59,761 N/A N/A 4,330 N/A 35.7
2020 65,990 7,722 1,202 228 58,608 N/A N/A 4,236 N/A 36.3
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Industry Outlook
Outlook Over the five years to 2025, the Property, Casualty and Direct Insurance

industry in Canada is expected to grow modestly as a result of steady
increases in motor vehicle registrations and residential construction
values during the period, which will likely propel higher demand and
premiums.

As a result, industry revenue is expected to increase at an annualized rate of 3.2% to $77.3 billion over the five
years to 2025.

OWNERSHIP RATES STAGNATE

Along with the higher residential construction activity, the Canadian
homeownership rate is also expected to rise slightly over the five years to
2025, as an expected low interest rate environment encourages
homebuyers to invest in homes.

The homeownership rate is expected to rise only slightly over the five years to 2025. However, such a marginal rise
could potentially slow industry revenue growth, as homeowners and property insurance are one of the largest lines
of insurance provided by industry operators. The value of residential construction is anticipated to grow at an
annualized rate of 3.2% over the next five years, which is likely to boost premium revenue for industry operators.

Moreover, new car sales are expected to increase marginally over the next five years. Similar to home purchases,
rising interest will likely propel higher auto loans, leading to higher consumer expenses for car purchases. While a
growing population, increased consumer confidence and economic growth in Canada will help provide the basis for
new car demand, the inevitable rise in interest rates will likely extend new car sales over the five years to 2025.
Personal and commercial auto lines are anticipated to account for more than 40.0% of total industry premiums
combined. New cars also require new insurance policies as opposed to an insurance renewal, from which the
industry derives the majority of its revenue.

TECHNOLOGY AND CONSOLIDATION

Property and casualty insurers will likely continue to benefit from rising
internet sales as they establish strong online presences.

For example, industry major player Co-operators Group Limited has invested in efficiency-enhancing technology
over the five years to 2020. The company developed an analytics platform, which helps the insurer collect
information and connect with clients through multiple online, digital and communication platforms. Moreover,
operators with online platforms can sell products at lower rates and still generate favourable returns because they
bypass the payment of commissions to agents and brokers. Additionally, advanced analytics and techniques are
expected to make it easier for industry operators to more accurately assess risk, which will likely boost operational
efficiencies and more easily meet the intensifying demand for transparency in reporting and self-disclosures.
Coupled with rising investment income, technological improvements have the potential of surpassing growth in wage
expenses and potentially displacing some employment.
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However, increasing wage costs are expected to slightly temper profit increases. Over the next five years,
competition for skilled industry employees, including actuaries and claims adjusters, is projected to grow, which will
likely cause industry wages to increase at an annualized rate of 2.4% to $4.8 billion. Similarly, industry employment
is also expected to increase during the period, rising at an annualized rate of 2.2%. Although industry consolidation
is expected to continue as a result of mergers and acquisitions, new entrants are expected to continue as the
industry's profit margin expands and technology proves to reduce profit volatility through more efficient pricing and
risk management. However, the industry still has room to consolidate, and the number of establishments is expected
to decline an annualized 0.3% to 1,187 locations during the period.

GLOBAL WARMING AND NATURAL CATASTROPHES

Over the five years to 2020, insurers have dealt with multiple catastrophic
losses, such as the Alberta wildfires.

In fact, an increase in the frequency and severity of storms and other natural events has led to vacillating industry
profit over the past decade. This factor, combined with rising asset and property values, has the potential to increase
uncertainty in insurance risk management and operating conditions. It is impossible to foretell the degree of
catastrophic losses over the next five years, but companies are increasingly investing in technology to improve the
accuracy of forecasts and mitigate risks through more efficient data gathering.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
Motor Vehicle
Registrations

 (Million)
2020 65,990 7,722 1,202 228 58,608 N/A N/A 4,236 N/A 36.3
2021 67,258 8,756 1,188 224 59,390 N/A N/A 4,297 N/A 37.3
2022 69,788 9,027 1,180 222 60,856 N/A N/A 4,415 N/A 38.1
2023 73,769 9,311 1,181 221 63,248 N/A N/A 4,604 N/A 39.0
2024 75,569 9,502 1,184 221 64,202 N/A N/A 4,682 N/A 39.8
2025 77,277 9,598 1,187 221 65,292 N/A N/A 4,766 N/A 40.6
2026 78,839 9,929 1,185 221 66,265 N/A N/A 4,843 N/A 41.4
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is strong market acceptance of the industry's products

The industry is experiencing market saturation

Technological innovation in the industry is moderate

The Property, Casualty and Direct Insurance industry in Canada is in the mature stage of its economic life cycle,
characterized by slow underlying demand growth, strong market acceptance of products and market saturation.
Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to decline
at an annualized rate of 0.4% over the 10 years to 2025. Conversely, Canadian GDP is projected to grow at an
annualized rate of 1.8% during the same period. IVA growth that is negative and below that of GDP typically
indicates an industry in its decline stage. However, there are other factors that indicate this industry's maturity. The
negative growth in IVA is merely the result of volatile profit that resulted from unexpected catastrophes that forced
operators to pay off claims.

A high level of market share concentration, especially within the property and casualty insurance segment, in which
the majority of premium income is associated with renewals rather than new business, is representative of a mature
industry. The industry has also been marked by a series of large-scale mergers and acquisitions, such as the 2020
acquisition of RSA Insurance Group PLC made by major player Intact Financial Corporation.

Technological innovation in this industry is moderate, as most major players offer insurance products online.
However, this trend has not yet affected demand and instead has put pressure on premium prices because the
internet is a cost effective way to distribute insurance, especially compared with using a network of brokers and
agents. There is little to no innovation in the product line offered by the industry's operators.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Manufacturing In Canada

Consumers in Canada

Insurance Brokers & Agencies in Canada

Construction In Canada

Mining In Canada

Key Selling Industries
1st Tier

Commercial Leasing in Canada

Office Supply Stores in Canada

Consumer Electronics Stores in Canada

2nd Tier

Computer & Packaged Software Wholesaling in Canada

Computer Manufacturing in Canada

Commercial Building Construction in Canada

Products & Services

  Demand for the Property, Casualty and Direct Insurance industry's
products and services have fluctuated slightly during the COVID-19
(coronavirus) pandemic.

This slight fluctuation is due to the fact that many insurance policies are needed for many nondiscretionary items.
According to governmental and provincial legislations, certain items, such as automobiles, must be insured in order
for them to be legally driven on roads. However, certain products in the commercial property segment may endure a
slight decrease as companies may seek any way to cut costs by not insuring certain items that are not required to
be insured by law.

PERSONAL AND COMMERCIAL AUTO

In 2020, personal and commercial auto lines are anticipated to account for
43.3% of total industry revenue, for the Property, Casualty and Direct
Insurance industry in Canada.

Industry operators provide both liability and comprehensive auto insurance lines. Auto insurance premiums are
based on various factors, including the policyholder's driving record, claims history, cost, make and model of the
vehicle and crime rates of the policy holder's residence.

Auto insurance is generally divided into two service lines. The two service lines include liability insurance, which
includes medical and legal expenses associated with accidents that result in lawsuits or similar claims, and property
damage liability insurance, which covers the damages caused by an individual's car to the property of others.
Collision and comprehensive insurance cover damage to a consumer's vehicle regardless of the person at fault or
responsible for the accident. The insurance provider pays to fix the insured vehicle, minus the deductible chosen by
the policyholder. In British Columbia, Saskatchewan, Manitoba and Quebec, government-owned auto insurers
provide auto insurance, which has led to this segment's share of revenue to remain stable over the five years to
2020.
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PERSONAL PROPERTY

In 2020, personal property insurance is expected to account for 22.3% of
industry revenue.

This segment includes homeowners insurance for home, condominium and apartment owners. These policies
pertain to common household items, such as furniture, appliances, electronics, clothing and jewellery. This
segment's share of industry revenue has increased slightly over the past five years, as rising consumer incomes and
property values have led to higher insurance premiums.

COMMERCIAL PROPERTY

Commercial property insurance, which accounts for an estimated 14.6%
of industry revenue, provides financial protection for companies of all
sizes.

These policies range from property and liability risk exposures, including theft, fires, floods and other manmade and
natural disaster. This segment's share of revenue has slightly decreased over the five years to 2020 as companies
seek any way to lower their expenses during times of economic uncertainty.

LIABILITY

Workers' compensation and similar policies are expected to represent
10.1% of total industry revenue in 2020.

Workers' compensation insurance helps protect employers against losses related to medical care and rehabilitation
for workers that are injured on the job. This coverage also extends to compensation for lost wages and provides
death benefits for employees' dependents if the employee is killed in occupational accidents. In exchange,
employers pay premiums and deductibles to industry operators and administrative fees if they self-insure or fund
their own workers' compensation program. This segment's share of industry revenue has slightly decreased over the
five years to 2020 as companies have been laying off more workers to cut costs during the coronavirus pandemic.

OTHER

Other insurance products offered by industry operators and their share of
industry premiums include various lines of specialized insurance, such as
inland marine, aircraft, manufacturing machinery, medical malpractice,
peril crop, surety and fidelity.

In 2020, these products are expected to account for 9.7% of industry revenue. This segment's share of industry
revenue has remained relatively stable over the five years to 2020 as these policies are considered more essential
due to the costly nature of the products insured.

Demand
Determinants

Property and casualty insurance

Property and casualty (P&C) insurance products provided by the Property, Casualty and Direct Insurance industry in
Canada are generally considered necessities as opposed to discretionary purchases. Homes, cars, businesses and
even employees themselves must be insured, regardless of the general macroeconomic environment. However,
insurance demand also fluctuates with overall economic activity. During times of strong economic growth, customer
spending and business investment rise and asset growth and inflation act to increase overall coverage. Moreover,
demographic changes, such as those related to age, also influence demand for P&C insurance. Since older
individuals typically have higher disposable incomes and more assets that require protection, insurance coverage
generally increases as individuals age. Furthermore, other strong determinants of demand for insurance include
both individual and commercial risk because coverage represents a safety net in case of property loss or damage.
Examples of factors that can potentially influence risk levels include catastrophic events, such as floods or wildfires.

In addition, economic shocks, such as the one endured from the COVID-19 (coronavirus) pandemic also affect
demand for the industry's products. Coronavirus has caused many customers and businesses to be more reluctant
in taking out insurance policies on certain items that are not required to be insured. This economic uncertainty has
caused a slight decrease in demand for the industry's products and services.

Finally, insurance coverage is also influenced by price, since price often affects coverage levels or the aggregate
volume of policies. In general, premium price hikes weigh on demand because some individuals will choose to cut
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back coverage. Pricing tends to be determined by actuarial estimates on the level of risk that the insurance company
takes on, with companies having the ability to take on more risk per premium dollar when they are in a strong capital
position. When insurers have solid balance sheets, they tend to cut premium prices, which leads to higher policy
volumes and coverage. However, price cutting ultimately erodes an insurer's capital reserves and bottom line, which
will lead insurers to raise prices to shore up their balance sheets and restore profitability.

Reinsurance demand

Demand for reinsurance is largely determined by the volume of initial underwriting in the primary insurance
industries, including direct automobile and homeowners insurance. Reinsurance is designed to reduce the net
liability of individual risks, thereby enabling the ceding company to increase the size and volume of business it can
underwrite.

Major Markets

  Demand from the Property, Casualty and Direct Insurance industry's
major markets has fluctuated over the five years to 2020.

  With the ongoing COVID-19 (coronavirus) pandemic, operators' major markets have either increased the number of
policies they take out or decrease the number of policies they are willing to pay a premium for. For example, the
commercial markets' share of revenue has slightly decreased as corporate profit levels tumble and companies seek
any way to lower their expenses.

PERSONAL

In 2020, the personal market is expected to account for 62.2% of the
Canadian Property, Casualty and Direct Insurance industry's revenue, and
is dominated by private auto and homeowners insurance coverage.

Personal consumers use insurance to shield their largest asset from risks associated with damage from fires, floods,
theft and vandalism. Over the five years to 2020, a hardening price cycle, driven by increasing losses from natural
catastrophes, led to higher prices for personal property insurance, as industry operators sought to shore up their
financial positions. Moreover, demand for personal insurance increased during this period, as gradual per capita
disposable income growth in Canada enabled industry operators to more readily pass through higher prices.

COMMERCIAL

The commercial market is expected to account for 28.1% of industry
revenue in 2020.

Commercial businesses, which include companies, organizations and government agencies, commonly use
insurance to shield their operations from customer or client liabilities and workers' compensation for protection
against its own employees. Demand from the commercial market has slightly subsided over the five years to 2020,
as lower global energy and commodity prices dampened Canadian business investment, especially in the resource-
rich Western regions of the country.

OTHER INSURANCE
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The other insurance market is generally associated with reinsurance
coverage, which is insurance on insurance.

Insurers spread risk across the market by ceding some of their underwriting risk to other companies. Insurers pay
other companies a risk premium for this service, but the process helps insurers to efficiently manage market risk,
particularly in areas prone to major natural disasters. In 2020, other insurance carriers are expected to account for
9.7% of total industry revenue. This segment's share of revenue has slightly increased over the five years to 2020 as
economic uncertainty from the coronavirus pandemic has caused operators to seek increased protection over their
liabilities.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Though exports and imports are not applicable to the Property, Casualty and Direct Insurance industry in Canada,
some insurers have extensive international operations. Additionally, reinsurance demand is highly globalized, as the
majority of reinsurance demand is filled by foreign-owned reinsurers. For more information on international
operations or foreign competitors, please view the Industry Globalization section of this report.

Business
Locations

  The distribution of establishments in the Property, Casualty and Direct Insurance industry in Canada closely mirrors the overall
distribution of the population, with slightly higher industry concentration in regions with greater population densities and major
cities. While there are various large national and multinational insurers, the industry is still highly localized due to the nature of its
client-facing services. As a result of these factors, the four provinces that hold the largest shares of industry establishments, which
include Ontario, Quebec, British Columbia and Alberta, are also Canada's most populous regions.

Ontario

With a median total household income in line with the national average of about $78,000, Ontario is Canada's wealthiest and most
populous province, accounting for 38.8% of the total population. In addition, Ontario is home to the nation's capital of Ottawa and
its most populated city, Toronto. Consequently, in 2020, an estimated 33.4% of industry establishments are located in Ontario.
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Quebec

Quebec, which comprises 22.6% of Canada's population, also has a high concentration of industry establishments, with an
estimated 26.6%. This region houses Montreal, the nation's second-most populated metropolitan area, and other notable
population centres, such as Quebec City, that are also active commercial and residential real estate markets.

British Columbia

British Columbia is expected to comprise 13.7% of industry establishments in 2020, despite holding just 13.5% of the total
domestic population. Over the five years to 2020, population and economic growth helped boost residential real estate value in the
region, which, in turn, drove higher demand for direct insurance including homeowners, automotive and other types sold by this
industry.

Alberta

Alberta, which is expected to account for 11.3% of industry establishments in 2020, has been a key driver of GDP growth over the
past decade, as the region serviced as the primary supply hub for oil. However, after the decline in oil and gas prices in 2015,
2016 and 2020, real estate and asset values declined significantly, which pressured demand for commercial, property and other
general insurance in this region.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Property, Casualty and Direct Insurance industry in Canada operates with a moderate level of market share
concentration. The top four companies operating in the industry are estimated to account for 39.0% of total industry
revenue in 2020, while the top 10 industry operators are expected to account for 67.5% of industry revenue. This
figure has increased over the five years to 2020 as a result of increasing acquisitions. Moreover, these large
companies have expanded their distribution network through major capital investments and customer centres to
reach new clients and capture a growing demand. Over the five years to 2025, market concentration for the industry
is expected to increase as large players try to acquire companies that provide exposure to specific markets and lines
of insurance that they previously did not offer.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Ability to effectively manage risk:
To limit risk, diversification for insurers must be achieved across business lines, locations and reinsurance
arrangements. A diversified investment portfolio is also important to temper investment income volatility.

Having a cost-effective distribution system:
It is important for insurers to have effective, low-cost product distribution channels. This tends to involve the use of
agents and brokers, banks and a targeted retail presence.

Management of a high-quality assets portfolio:
Asset management is very important for insurers. They must take into account several factors when making
investments, namely liquidity, asset risk and anticipated claims.

Possession of accurate information:
Insurers must compile, manage and assess a large database of risk-related information to price policies accurately
and calculate requisite surplus levels.

Ability to establish remote work arrangements for employees:
Operators heavily rely on employees for sales and other imperative tasks for successful operations. The ability to
establish efficient remote work is crucial for operators to ensure their employees stay safe and are able to work.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 5.1% of revenue in 2020, down from 9.7% of
revenue in 2015. Profit dipped in 2016 due to the Alberta wildfires,
which increased claims to many major insurers. However, the industry
has benefited from a hardening cycle over the five years to 2020, where
premium prices have increased and industry operators bolstered their
balance sheets. Overall demand for insurance has increased and major
operators have become more efficient at pricing premiums. Profit is
anticipated to maintain high levels as operators continue investing in
technology to better assess risks and anticipate potential catastrophe
losses. This could be further driven by the implementation of
technology to increase worker productivity. However, due to the
ongoing COVID-19 (coronavirus) pandemic, the industry's profit is
expected to decrease in 2020 as consumers' claims increases from the
economic hardships experienced from coronavirus. In addition,
coronavirus has caused a decrease in consumer activity since many
people and businesses may choose not to insure certain items in an
attempt to save money during this economic downturn.

 

  Wages

Wages are expected to account for 6.4% of industry revenue in 2020.
Industry operators rely extensively on labour for each of their product
and service offerings, including the sale, underwriting and processing of
insurance policies. However, increasing investment expenditure,
particularly by the industry's major players, has improved employee
productivity, but demand for highly skilled actuaries and customer care
workers focused on improving client satisfaction has driven wages as a
share of revenue during the period.
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  Purchases

Purchases of materials, office supplies and computer software are
expected to account for 34.2% of industry revenue in 2020. Purchase
costs have increased over the five years to 2020 as companies heavily
invest in more advanced software and artificial intelligence (AI)
programs. These investments are expected to help operators in giving
more accurate risk assessments and price premiums in a more
customizable way.

 

  Marketing

Marketing costs are expected to account for 3.1% of industry revenue
in 2020.

 

  Depreciation

Depreciation is expected to account for 0.2% of industry revenue in
2020.

 

  Rent

Rent expenditure is expected to account for 2.8% of industry revenue in
2020.
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  Utilities

Utilities are expected to account for 0.2% of industry revenue in 2020.

 

  Other Costs

Claims paid to policyholders and loss adjustment expenses are
expected to account for 48.0% of industry revenue in 2020. Insurance
holders claim compensations to cover losses that vary from product to
product. Related expenses include incurred losses, defence and cost
containment expenses, adjustments and other expenses incurred. An
increased incidence of major catastrophic natural events, such as the
2013 blizzards in Ontario and the 2016 wildfire in Fort McMurray, AB,
led to an increase in claims paid to policyholders over the past five
years. This is the largest expense of the industry and its volatility affects
profit from year to year depending on the severity and quantity of
catastrophes.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Property and casualty (P&C) insurance underwriters are subject to high
levels of competition, which is determined by price, as the majority of
products offered by P&C insurers exhibit a high degree of homogeneity.

Price competition generally moves in cycles. During a hard market, insurers in the Property, Casualty and Direct
Insurance industry in Canada focus less on price and more on profitability as they strive to shore up their financial
positions. In doing so, insurers will increase premium rates. With strong balance sheets, P&C insurers then shift their
focus to winning market share. In this market, insurers focus on competing through price cuts.

In the purchasing and renewal process, an insurer must possess a staff with market knowledge and experience, so
that potential and current customers can be best advised on their future insurance needs. Insurers must pay
competitive commissions to their sales staff to attract capable agents and brokers. However, this investment in staff
adds to an insurer's cost base, negatively affecting their ability to provide protection at a competitive price.
Alternatively, the sales experience can also be made easier for customers by investing in online sales platforms and
customer service centres.
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Lastly, financial strength is essential in the P&C and reinsurance business, as it often determines how much
business a reinsurance carrier can underwrite in addition to the losses it can withstand. This is true for direct
property, casualty and reinsurance, as insurance companies pass a proportion of risk on to reinsurers.
Consequently, capital surplus and ratings are often indicators of financial strength.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady

  The Property, Casualty and Direct Insurance industry in
Canada has moderate barriers to entry, but high barriers
to success. In addition to heavy levels of regulation, new
entrants may be deterred by the amount of expertise and
capital needed to survive in the industry. Companies must
have strict underwriting standards to adequately price
risk. This requires a high level of knowledge about the
insurance line for which the company is assuming some
liability.

Moreover, new entrants must compete with well-known
insurers and brands, which are often equipped with an
extensive sales and distribution network of insurance
brokers. Lastly, financial strength is key to establishing a
credit-worthy reputation to attract customers, share risk
with other reinsurers and raise capital in financial markets.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  Similar to the overall financial services sector, the Property, Casualty and Direct Insurance industry in Canada, is
becoming increasingly globalized. For example, operator Aviva PLC (Aviva) is headquartered in the United Kingdom
and provides insurance underwriting across Europe, Asia and Canada. Over the five years to 2020, Aviva vastly
expanded its Canadian footprint through the acquisition of RBC General Insurance Company.

Moreover, reinsurance carriers are often incorporated outside Canada, with offshore reinsurers satisfying a large
portion of domestic demand for reinsurance. The competitive dynamics of the reinsurance market are universal with
business won on the basis of price, service and financial strength.
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Major Companies

Major Players Intact Financial Corporation

Market Share: 16.1%

  Intact Financial Corporation (Intact) is Canada's largest property and casualty insurer with $11.0 billion in annual
direct premiums written and $18.6 billion in investment assets. Intact's roots date back to 1809, making it one of
Canada's oldest companies still in operation. Currently, the Toronto-based company offers a range of insurance
products through its network of more than 16,000 employees to over 5.0 million clients. Personal auto represents
the company's largest insurance line, accounting for an estimated 37.0% of premiums. Intact's auto insurance
includes customer coverage for liability, personal injury and vehicle damage, and is available for recreational
vehicles, motor homes and snowmobiles, in addition to cars. The company's commercial coverage includes public
vehicles, commercial trucks and vans, ride-sharing vehicles and risks associated with parking garages.

Additionally, Intact offers personal property insurance, which includes coverage for fire, water damage, theft,
vandalism and other forms of residential and property damage. Furthermore, the company offers commercial
property and casualty (P&C) insurance, which includes small- and medium-sized business coverage for a variety of
sectors, such as wholesalers, contractors, retailers, farmers and transportation businesses.

Over the five years to 2020, Intact has expanded its direct-to-consumer distribution channel. During this period,
technological innovations enabled Intact to develop and design its digital platform, which includes the company's
quick quote and home quick quote tools. In addition, the company expanded its market share by acquiring London's
RSA Insurance Group PLC for $5.1 billion in November 2020.

Financial performance

Over the five years to 2020, Intact's industry-relevant revenue is expected to increase at an annualized rate of 3.4%
to total $10.6 billion. A gradual increase in net premiums was driven by demand growth for the company's personal
automotive lines of insurance. Additionally, Intact has expanded through strategic acquisitions, such as its July 2016
acquisition of Cornerstone Insurance Brokers Ltd., a multiline insurance brokerage with more than 90 employees
and 75 locations in Ontario. However, commercial P&C demand began to waver starting in 2014, as falling global oil
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and commodity prices led to difficult business conditions in Western Canada.

Moreover, the company's profit decreased in 2016 due to the catastrophic losses in connection with the Fort
McMurray, AB, wildfires. Over the past five years, rising weather-related claims have caused volatility in company
claims and profit. Consequently, the company's profit, measured as earnings before interest and taxes, is expected
to decrease an annualized 9.2% to $537.1 million over the five years to 2020.

 
Intact Financial Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 8,971.1 N/C 868.0 N/C
2016 9,562.0 6.6 626.8 -27.8
2017 9,510.5 -0.5 715.0 14.1
2018 9,296.6 -2.2 573.4 -19.8
2019 10,192.5 9.6 690.5 20.4
2020 10,618.1 4.2 537.1 -22.2

Source: Annual Report and IBISWorld
Note: *Estimates

Desjardins Group

Market Share: 8.9%

  The Desjardins Group (Desjardins) is one of the largest cooperative financial groups in Canada with more than
47,849 employees and 7.0 million clients. Headquartered in Quebec, Desjardins also has a major regional presence
in Ontario. Additionally, Desjardins is one of the largest property and casualty (P&C) insurers in Canada, offering
property and automobile insurance to businesses and individuals. Desjardins services more than 2.1 million
insurance policies, and its product lines, which are similar to other major players in the industry, are distributed
through P&C insurance agents.

The company's personal line of home and automobile insurance products are relevant to the industry. Desjardins'
automobile insurance operations include motorcycle and recreational vehicle insurance, while its property insurance
options include homeowner and tenant insurance. Lastly, Desjardins' business insurance options include
commercial vehicle, property and public liability for businesses in a wide variety of sectors.

Financial performance

Over the five years to 2020, Desjardins' net premiums expanded steadily. Consequently, company revenue is
expected to increase at an annualized rate of 4.8% to total $5.8 billion. While most of this growth was organic and
driven by higher property values and increased demand for commercial and private auto insurance, the cooperative
also acquired State Farm's Canadian P&C insurance operations in 2015. However, in 2016, Desjardins' P&C
segment recorded higher claims, as severe winter weather caused damage in Quebec. In 2017, Desjardins agreed
to sell two subsidiaries, Western Financial Group Inc., a financial services company, and Western Life Assurance
Company, a life and health insurer, for an estimated $775.0 million. In 2019, Desjardins' operating income is
expected to spike as a result of a reinsurance treaty related to the acquisition of State Farm's Canadian operations.
However, the company's operating income overall, measured as earnings before interest and taxes, is anticipated to
decline an annualized 7.9% to $295.8 million.
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Desjardins Group (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 4,615.0 N/C 446.5 N/C
2016 5,144.6 11.5 337.2 -24.5
2017 5,019.8 -2.4 377.4 11.9
2018 5,377.8 7.1 331.7 -12.1
2019 5,745.1 6.8 389.2 17.3
2020 5,847.8 1.8 295.8 -24.0

Source: Annual Report and IBISWorld
Note: *Estimates

Aviva Canada Inc.

Market Share: 8.3%

  Aviva Canada Inc. (Aviva) is one of Canada's largest general insurers providing a range of personal and commercial
(P&C) insurance lines to more than 2.9 million clients through over 30,000 employees. Similar to other major
players, Aviva's products are sold through a network of independent brokers. In July 2016, Aviva vastly expanded its
Canadian footprint through the acquisition of RBC General Insurance Company (RBC). Furthermore, the company
signed a 15-year distribution agreement with RBC, whereby Aviva provides underwriting, pricing and claims services
for RBC's customers.

Aviva's insurance lines include home, motor, travel, pet and commercial. The company's primary markets are
individual consumers and small, medium and large businesses. Over the five years to 2020, Aviva has increased its
investments in digital product and service features, designed to increase efficiency and enhance customer
experience.

Financial performance

Over the five years to 2020, Aviva's industry-relevant revenue is expected to increase at an annualized rate of 3.4%
to total $5.5 billion. Net premiums for general insurance gradually expanded, as demand for personal and
commercial property insurance, business volumes and Aviva's ratings increased over the past five years. During this
period, the company also reported improved retention rates on its automotive and other personal lines. Aviva has
also expanded through acquisitions, including its July 2016 purchase of RBC in Canada, which the company stated
had led to an increase in gross written premiums by an estimated $470.0 million. However, Aviva's operating profit,
measured as earnings before interest and taxes, is anticipated to decrease at an annualized rate of 9.1% to $277.5
million over the five years to 2020. This decrease in profit can be mainly attributed to the COVID-19 (coronavirus)
pandemic and the resulting adverse economic effects. Due to coronavirus, Aviva's operating profit decreased from
the increase in customer claims, reduced customer activity and the decrease in the value of its assets.

 
Aviva Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 4,632.3 N/C 448.2 N/C
2016 5,908.1 27.5 387.3 -13.6
2017 5,948.7 0.7 447.2 15.5
2018 5,745.8 -3.4 354.4 -20.8
2019 5,643.7 -1.8 382.4 7.9
2020 5,487.2 -2.8 277.5 -27.4

Source: Annual Report and IBISWorld
Note: *Estimates



Property, Casualty and Direct Insurance in Canada February 2021

30 IBISWorld.com

Wawanesa Mutual Insurance Co.

Market Share: 5.7%

  Headquartered in Winnipeg, MB, the Wawanesa Mutual Insurance Co. (Wawanesa) was founded in 1896 and offers
property, auto and life insurance through over 5,000 employees. It also has a small presence in the United States
with an office located in San Diego, CA. Wawanesa has been one of the fastest growing major operators since it has
expanded its services across the entirety of Canada. The majority of revenue originates from automobile insurance,
which accounts for an estimated 55.0% of total revenue in 2019 (latest data available).

The company is expected to further diversify its portfolio of insurance products over the five years to 2025 as it aims
to compete with larger players and gain market share. Moreover, an expansionary effort eastward in Canada and in
the United States is expected to underpin the company's overall growth in revenue over the coming years.

Financial performance

Wawanesa has increased the number of gross premiums written every year over the five years to 2020. The
company's industry-relevant revenue is expected to grow at an annualized rate of 3.9% to $3.7 billion over the five
years to 2020. The company has been able to maintain its market share position steady during the period, but has
suffered a setback in its operating profit during the period. The company's operating profit, measured as earnings
before interest and taxes, is expected to decline an annualized 8.8% to $189.1 million during the period. This has
been due to similar catastrophic events that affected most of the other players in the industry. Moreover, the
company's focus in Western Canada has exposed it to events that weighed heavier on Wawanesa than the rest of
the industry. However, the company has been able to expand its customer base by taking advantage of the growth
of the broader economy and the population of Western Canada. The company has also benefited from rising real
estate values that have raised premiums.

 
Wawanesa Mutual Insurance Co. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 3,090.1 N/C 299.0 N/C
2016 3,247.9 5.1 212.9 -28.8
2017 3,340.4 2.8 251.1 17.9
2018 3,550.8 6.3 219.0 -12.8
2019 3,845.8 8.3 260.5 18.9
2020 3,739.2 -2.8 189.1 -27.4

Source: Annual Report and IBISWorld
Note: *Estimates

Co-operators Group Limited

Market Share: 5.7%

  Co-operators Group Limited (Co-operators) is a leading Canadian multiline insurance and financial services
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organization. Co-operators has more than 6,200 employees across Canada and insures more than 896,000 homes,
40,000 farms and 269,000 businesses in 2019 (latest data available). Co-operators is divided into several operating
units, which include Co-operators General Insurance Company (CGIC), which is industry relevant and includes the
organization's property and casualty (P&C) operations; Co-operators Life Insurance Company (CLIC), which
includes the organization's life insurance operations; and other operations, which refers to Co-operators' insurance
brokerage, investment management and corporate operations. Auto insurance accounts for more than half the
company's revenue, followed by home, commercial, farm and other direct lines of insurance.

Over the five years to 2020, Co-operators invested in efficiency-enhancing technology. In 2016, Co-operators
developed an analytics tool for a client engagement initiative, which is expected to help the organization actively
connect and engage clients through multiple online, digital and communication platforms. This technological
expansion is expected to help the company continue its growth by catering to younger demographics that prefer to
use mobile platforms to update their insurance needs.

Financial performance

Over the five years to 2020, industry revenue is expected to increase at an annualized rate of 4.7% to total $3.8
billion. During this period, direct written premiums are expected to increase in all of Co-operators' geographic
regions due to client expansion and increased policy coverage. Growth was particularly pronounced in Co-operators'
auto and home product lines in Ontario. However, in 2020, the organization is expected to hinder from the
COVID-19 (coronavirus) pandemic, which is expected to harden the insurance market. This hardening market is
expected to raise premium costs, create a more stringent underwriting criteria and reduce the capacity of insurance
policies written. As a result, the company's operating income, measured as earnings before interest and taxes, is
anticipated to decrease at an annualized rate of 8.0% to $191.5 million over the five years to 2020.

 
Co-operators Group Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 3,009.6 N/C 291.2 N/C
2016 3,278.2 8.9 214.9 -26.2
2017 3,463.4 5.6 260.4 21.2
2018 3,596.0 3.8 221.8 -14.8
2019 3,893.2 8.3 263.8 18.9
2020 3,785.2 -2.8 191.5 -27.4

Source: Annual Report and IBISWorld
Note: *Estimates

Lloyd's Underwriters

Market Share: 5.6%

  Lloyd's Canada is an insurance company that started in a coffeehouse in 17th century London, and has served the
Canadian market for nearly 200 years, making it one of the oldest insurance companies in Canada. It is licenced to
offer nonlife insurance and reinsurance for over 60 different product lines through over 1,000 employees worldwide.
The company's insurance services span the entire world, where 52.0% originates in North America, 14.0% in the
United Kingdom and 34.0% in the rest of the world. The company focuses on all aspects of insurance and in many
different industries, from personal to commercial property and casualty insurance in the marine, aviation,
transportation, energy and motor industries across all of its locations throughout the world.

Financial performance

Lloyd's Canada had a tough year in 2016, having experienced negative returns on capital due to an increase in
Canadian claims and claims across worldwide. However, Lloyd's Canada performed above its parent company,
Lloyd's of London's average due to a better landscape for the industry in Canada. Lloyd's Canada's industry-relevant
revenue is expected to grow at an annualized rate of 3.9% to $3.7 billion over the five years to 2020. The company's
operating profit is expected to decline during the same period, as major losses from similar catastrophic events that
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affected the entire industry have also hurt Lloyd's Canada. The company's operating profit, measured as earnings
before interest and taxes, is expected to decline an annualized 8.8% over the five years to 2020. The company has
focused on expansionary efforts abroad in emerging markets, which have limited the company's market share
growth in Canada. As a result, the company's revenue has expanded up to par with the broader industry as the
company's deep roots in the industry and strong foundations have enabled it to compete alongside Canada's largest
players.

 
Lloyd's Canada (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 3,038.3 N/C 294.0 N/C
2016 3,223.7 6.1 211.3 -28.1
2017 3,426.5 6.3 257.6 21.9
2018 3,815.5 11.4 235.3 -8.7
2019 3,683.6 -3.5 249.6 6.1
2020 3,673.5 -0.3 185.8 -25.6

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies TD Insurance Group

  Market Share: 5.6%
  TD Insurance Group is a part of the Toronto-headquartered TD Bank Group (TD Bank), one of Canada's largest

financial companies, with more than 65,000 employees, 26.0 million customers and $43.6 billion in worldwide
revenue. In Canada alone, TD Bank provides a full range of finance, banking and insurance services to nearly 15.0
million customers in fiscal 2020 (year-End October).

TD Insurance Group specializes in two sectors, including general insurance, which is relevant to the industry, and
life and health insurance. The company's general insurance product lines include automotive, motorcycle and
recreational vehicle insurance, credit protection and home insurance.

Over the five years to fiscal 2021, TD Insurance Group's industry-relevant revenue is expected to increase at an
annualized rate of 1.2% to total $3.7 billion. During this period, the company benefited from modest premiums
growth, driven by stronger demand for automotive insurance. Rising real estate values in Canada also provided for
higher premiums and demand for the company's home and property insurance products. However, due to the
COVID-19 (coronavirus) pandemic and the resulting hardening insurance market, the company's operating profit,
measured as earnings before interest and taxes, is expected to decline an annualized 11.1% over the past five
years.

RSA Insurance Group PLC

  Market Share: 4.8%
  RSA Insurance Group PLC (RSA) is a multinational and public general insurance company headquartered in

London that formed in 1996 after the merger between Sun Alliance Group and Royal Insurance Holdings. It offers its
extensive product line in over 140 countries through a network of local partners. An estimated 70.0% of operations
are outside of the United Kingdom, with Scandinavia and Canada as two of the largest markets, and the company
employs over 12,000 workers worldwide.

RSA has lost market share in Canada over the past five years, primarily as a result of slower growth than its
competitors. As a result, RSA has been recently acquired by fellow major player Intact Financial Corporation, which
has purchased RSA for an estimated $5.1 billion in November 2020. Intact RSA's industry-relevant revenue is
expected to decline at an annualized rate of 0.4% to $3.2 billion over the five years to 2020. Moreover, the
company's operating profit, measured as earnings before interest and taxes, is expected to decline an annualized
12.5% during the same period.

Economical Insurance Group

  Market Share: 4.0%
  Economical Insurance Group (Economical) was founded in 1871 and is headquartered in Waterloo, ON. With over

280 employees, it offers auto, property, liability, agriculture and surety insurance products. The company has
maintained its share of the market relatively constant during the period as it keeps up with the industry's evolution.
Economical's industry-relevant revenue is expected to total $2.7 billion in 2020.

Northbridge General Insurance Corporation

  Market Share: 2.9%
  The Northbridge General Insurance Corporation (Northbridge) is a wholly owned subsidiary of the Northbridge

Financial Corporation, which was founded in 1920. Currently the company operates solely in Canada and is wholly
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owned by Fairfax Financial Holdings Limited. The company is leading commercial property and casualty insurance
group that specializes in helping Canadian businesses. The company has been steadily growing its market share
during the period and currently manages assets of an estimated $5.6 billion. Northbridge's industry-relevant revenue
is expected to total $1.9 billion in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Property, Casualty and Direct Insurance industry in
Canada operates with a low level of capital intensity. An
estimated $0.04 is spent on capital for every $1.00 spent
on labour in 2020. Capital investments include information
technology systems, which are used to track policies,
payments and claims, as well as systems and software
used by actuaries to model insurance risk. The industry is
heavily service-based and requires highly skilled workers to
carry out actuarial and risk management operations. The
rate of depreciation of the capital used to carry out the
industry's services is small and relatively insignificant in the
cost structure of the industry.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very High Innovation
Concentration

Very Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Very Low Ease of Entry Very
Unlikely

A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

High Rate of Entry Likely Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Medium Market
Concentration

Potential A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

Technological innovation has and will continue to affect the Property, Casualty
and Direct Insurance industry in Canada.

In response to rising consumer demand for convenience, which has been catalyzed by the prominence of mobile
smartphones, a rising number of industry operators have opted to offer mobile apps as a compliant to their insurance
products. With these apps, consumers can quickly and easily file claims without interacting with sales representatives or
underwriters.

The level of technology change is    Medium

  The Property, Casualty and Direct Insurance industry in Canada relies on
computer technology to maintain customer records, process financial
transactions, maintain title records and carry out premium pricing
assessments.

Investment in information technology can provide cost advantages and the ability to introduce new products, provide
product support to sales staff and provide strategic information to customers.

Moreover, over the five years to 2020, industry operators have steadily invested in technology improvements as a means to
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provide better customer service and efficient customer communication. Consequently, online distribution is becoming a key
point of competition. Major industry operators are also aiming to deploy artificial intelligence systems to improve the
efficiency of operations and premium pricing to better judge risk. However, technological developments have yet to fully
displace the skilled labour force the industry requires. Also, companies constantly invest in new actuarial technologies and
methods to improve the accuracy of premium pricing and optimize.

Revenue
Volatility

The level of volatility is    Medium

  The Property, Casualty and Direct Insurance industry in Canada exhibits
moderate revenue volatility, as the industry has fluctuated over the five years
to 2020.

A favourable pricing environment damped volatility as rising Canadian property values and consumer disposable incomes
have enabled insurers to successfully increase insurance premiums over the past five years. Additionally, insurance is
highly demanded and a majority of product lines are required by law, which tames much revenue volatility. However, cycles
and fluctuations in premium pricing can lead to revenue volatility as operators compete for customers in times of low
demand, while the opposite is true in times of high demand. Also, income from investments tends to fluctuate year-over-
year, which adds volatility to the revenue streams. Moreover, there is a high volatility in operating profit since unexpected
natural disasters and recessions can increase the number of claims and therefore increase expenses any given year.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Property, Casualty and Direct Insurance industry in Canada is regulated at
the federal and provincial levels.

Regulations encompass all insurers incorporated under the Insurance Companies Act and foreign insurers.

The federal regulations are stipulated and enforced by the Office of the Superintendent of Federal institutions (OFSI), which
measures, monitors and assures the solvency of insurance providers in Canada by conducting financial analysis, internal
audits and board oversight. The OFSI also requires quarterly and annual financial statements and holds insurers subject to
peer review and on-site inspections.

Provincial regulations, which differ from province to province, generally pertain to matters of licensing of brokers,
establishing insurance rates and regulating policy content of insurance companies in their local jurisdictions. Each province
has its own statutes and insurance regulatory authority. For example, Alberta's regulatory agency is the Alberta Treasury
Board; British Columbia's regulatory agency is the Financial Institutions Commission of British Columbia; and Ontario's
regulatory agency is the Financial Service Commission of Ontario.

Lastly, the Canadian Council of Insurance Regulators (CCIR), coordinates all provincial regulatory bodies to work together
to promote an efficient insurance system throughout the whole nation. Membership of this interjurisdictional association
consists of the superintendent of insurance from each province and a representative of the OSFI.
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Industry
Assistance

The level of industry assistance is    Medium and the trend is Steady

Operators in the Property, Casualty and Direct Insurance industry in Canada
are supported by numerous trade associations such as the Insurance Bureau
of Canada (IBC), which is the nationwide association representing home, car,
property, business and other direct insurers.

The IBC provides industry research, assists in lobby interests to the federal and provincial governments, offers networking
and informational events and conducts various other forms of public relations work for the benefit of the industry.
Additionally, industry operators are supported by other associations, including the Reinsurance Research Council (RRC),
which represents the majority of property and casualty (P&C) reinsurers registered in Canada. The RRC provides research
on P&C reinsurance, advocates for members' views and lobbies provincial and federal governments. Lastly, the industry
has numerous provincial and nationwide associations and organizations related to specific insurance functions, such as risk
and insurance management, insurance standards and surety.

In addition, due to the COVID-19 (coronavirus) pandemic, the industry is expected to receive governmental aid to help keep
operators afloat. The Canada Emergency Wage Subsidy (CEWS) plan is one of many coronavirus relief programs that
attempts to aid operators. The CEWS will assist operators by covering 75.0% of an employee's wages and aims to enable
companies to rehire employees to avoid layoffs. Additionally, this industry is expected to benefit from the Large Employer
Emergency Financing Facility (LEEFF), which is expected to provide bridge financing to large domestic employers.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
Motor Vehicle
Registrations

(Million)
2011 62,576 6,363 1,457 342 49,063 N/A N/A 3,410 N/A 30.4
2012 62,970 6,982 1,444 323 51,941 N/A N/A 3,448 N/A 30.8
2013 62,724 6,258 1,536 321 51,886 N/A N/A 3,587 N/A 31.7
2014 65,184 11,289 1,561 321 53,848 N/A N/A 3,622 N/A 32.6
2015 62,147 9,971 1,544 309 52,669 N/A N/A 3,810 N/A 33.2
2016 64,969 8,939 1,296 252 63,581 N/A N/A 4,536 N/A 33.8
2017 64,372 9,160 1,283 245 58,049 N/A N/A 4,165 N/A 34.3
2018 66,353 8,431 1,332 254 58,728 N/A N/A 4,209 N/A 35.1
2019 68,157 9,098 1,232 234 59,761 N/A N/A 4,330 N/A 35.7
2020 65,990 7,722 1,202 228 58,608 N/A N/A 4,236 N/A 36.3
2021 67,258 8,756 1,188 224 59,390 N/A N/A 4,297 N/A 37.3
2022 69,788 9,027 1,180 222 60,856 N/A N/A 4,415 N/A 38.1
2023 73,769 9,311 1,181 221 63,248 N/A N/A 4,604 N/A 39.0
2024 75,569 9,502 1,184 221 64,202 N/A N/A 4,682 N/A 39.8
2025 77,277 9,598 1,187 221 65,292 N/A N/A 4,766 N/A 40.6

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
Motor Vehicle
Registrations

(%)
2011 1.59 -7.77 4.22 9.96 -13.2 N/A N/A -12.7 N/A 2.35
2012 0.62 9.72 -0.90 -5.56 5.86 N/A N/A 1.12 N/A 1.31
2013 -0.40 -10.4 6.37 -0.62 -0.11 N/A N/A 4.03 N/A 2.92
2014 3.92 80.4 1.62 0.00 3.78 N/A N/A 0.96 N/A 2.83
2015 -4.66 -11.7 -1.09 -3.74 -2.19 N/A N/A 5.20 N/A 1.84
2016 4.54 -10.4 -16.1 -18.5 20.7 N/A N/A 19.1 N/A 1.80
2017 -0.92 2.47 -1.01 -2.78 -8.71 N/A N/A -8.20 N/A 1.47
2018 3.07 -7.97 3.81 3.67 1.16 N/A N/A 1.05 N/A 2.33
2019 2.71 7.91 -7.51 -7.88 1.75 N/A N/A 2.88 N/A 1.70
2020 -3.18 -15.1 -2.44 -2.57 -1.93 N/A N/A -2.19 N/A 1.68
2021 1.92 13.4 -1.17 -1.76 1.33 N/A N/A 1.45 N/A 2.75
2022 3.76 3.09 -0.68 -0.90 2.46 N/A N/A 2.72 N/A 2.14
2023 5.70 3.14 0.08 -0.46 3.93 N/A N/A 4.28 N/A 2.36
2024 2.44 2.05 0.25 0.00 1.50 N/A N/A 1.69 N/A 2.05
2025 2.25 1.01 0.25 0.00 1.69 N/A N/A 1.80 N/A 2.01

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2011 10.2 N/A N/A 1,275 5.45 33.7 69,500
2012 11.1 N/A N/A 1,212 5.48 36.0 66,385
2013 9.98 N/A N/A 1,209 5.72 33.8 69,136
2014 17.3 N/A N/A 1,211 5.56 34.5 67,258
2015 16.0 N/A N/A 1,180 6.13 34.1 72,342
2016 13.8 N/A N/A 1,022 6.98 49.1 71,348
2017 14.2 N/A N/A 1,109 6.47 45.2 71,745
2018 12.7 N/A N/A 1,130 6.34 44.1 71,664
2019 13.3 N/A N/A 1,141 6.35 48.5 72,459
2020 11.7 N/A N/A 1,126 6.42 48.8 72,273
2021 13.0 N/A N/A 1,132 6.39 50.0 72,357
2022 12.9 N/A N/A 1,147 6.33 51.6 72,540
2023 12.6 N/A N/A 1,166 6.24 53.6 72,786
2024 12.6 N/A N/A 1,177 6.20 54.2 72,921
2025 12.4 N/A N/A 1,184 6.17 55.0 73,001

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

InfoAssurance
http://www.infoassurance.ca

Statistics Canada
http://www.statcan.gc.ca

Insurance Bureau of Canada
http://www.ibc.ca

Industry Jargon CAPACITY
The supply of insurance or the maximum amount of insurance a company or market can underwrite, which is
determined by a company's financial strength or surplus.

TITLE INSURANCE
Indemnity insurance that protects against financial loss from defects in title to real property and from invalidity of
mortgage liens.

UNDERWRITING
The process where insurers assess the risks to insure and decide how much to charge for those risks.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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