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2025 P&C INDUSTRY RESULTS

'WHAT LIES
BENEATH

Following 2024’ volatility,
Canada’s P&C insurers rebounded
last year with improved profitability,
disciplined underwriting, and
sustained premium growth. But
rising catastrophe risk, regulatory
pressures, and persistent challenges
In personal lines suggest danger
lurks beneath calm waters

BY GLENN McGILLIVRAY,
Managing Director, Institute for Catastrophic Loss Reduction
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. _ anada’s property and casualty (P&C) insur-
ance sector closed 2025 on firmer finan-
cial footing than in 2024, with most major
carriers reporting improved underwrit-
ing results. Two years ago, catastrophe
losses exceeded an all-time record $9 bil-

lion. Among the largest federally regulated insur-
ers, aggregate results have since showed a marked
recovery. The industry’s combined ratio reflected
a return to solid technical profitability, while
Insurance Service Revenue rose on the back of
sustained premium growth.

Premium increases were sharp, particularly
in personal lines, where auto rates rose signifi-
cantly year-over-year and personal property costs
trended upward across all provinces. The indus-
try improved its financial performance despite a

still-elevated, though more normalized, catastro-
phe environment. Canada recorded around $2.4
billion in insured losses from severe events in
2025, well below the prior-year, but 2025 was still
among the costliest years on record.

Loss activity last year was spread across multi-
ple perils, including a $490-million Ontario/Que-
bec ice storm, western wildfires, hail in Calgary,
Prairie convective storms, and late-year flooding
in British Columbia. The 17 Cat events declared in
2025 highlighted a persistent shift toward more
frequent, geographically diverse losses, reinforc-
ing industry assumptions that annual catastro-
phe costs in the $2-billion to $3-billion range
are becoming the next temporary new normal.
Although property lines benefited from the rel-
ative easing of Cat severity since 2024, volatility
remains a central concern shaping pricing, capital
allocation and reinsurance strategies.

Beneath seemingly calmer financial waters,
structural pressures continue to shape perfor-
mance and strategy. Personal auto remains the

sector’s most challenged line, with profitabil-
ity constrained in certain jurisdictions
— most notably in Alberta, where com-
bined ratios remained well above 100% due
to rate caps, claims inflation, auto theft, and ris-
ing repair costs. More broadly, insurers indus-
try-wide are contending with persistent claims
severity driven largely by inflation, supply chain
blips, and increasingly complex, costly-to-repair
vehicles, while also adapting to a more demand-
ing regulatory and capital environment.

A closer look at the numbers

Overall, Canada’s P&C insurance industry per-
formed well financially in 2025, aided by solid
growth, improved underwriting results and sus-
tained profitability. This is part of a broader,
multi-year upswing referred to as the ‘golden era’
by the Property and Casualty Insurance Compen-
sation Corporation (PACICC).

Canada’s P&C industry demonstrated resil-
ience despite ongoing macroeconomic uncertainty,
MSA Research observes. Performance was strong
despite economic noise and market jitters. How-
ever, this strength is best interpreted in the broader
context of a recovery from an anomalous, catastro-
phe-heavy 2024 rather than an exceptionally
strong year by historical standards, MSA cautions.
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Industry results were supported by
both top-line growth and improved
claims experience, particularly on the
Cat side. Insurance revenue reached
$114 billion, up 7% year-over-year, while
net income surpassed $15.2 billion, a
20% increase over the prior year, MSA
Research reports.

One driver was lower Cat losses, down
to $2.4 billion in 2025 from $9.1 billion
in 2024, contributing to stronger under-
writing outcomes. This was reflected in
improved efficiency metrics. The Gross
Insurance Service Ratio (GISR) — cal-
culated by dividing Insurance Service
Expenses by Insurance Revenue — fell by
9% to 77.4%. And the Net Insurance Ser-
vice Ratio (NISR) decreased 3% to 84.6%.

Investment performance softened 6%
to $8.9 billion in 2025 after a 30% gain
in 2024. But investment results last year
remained additive at about $5.3 billion,
up 9%. The 2025 numbers fit within
a broader period of improving finan-
cial results, characterized by signifi-
cantly higher profitability levels than the
industry’s long run real return on equity
(ROE). Since 2020, insurers have con-
sistently exceeded the historical 10%
benchmark, with average ROE 0f14.2%.

Still, PACICC emphasizes, strong
aggregate performance masks variation
across firms. Although industry-wide
returns are high, the overall level is influ-
enced by a handful of high-performing
outliers. More than a dozen PACICC
member insurers have reported cumu-
lative losses throughout this ‘golden era.’

In sum, better underwriting results
following a severe 2024, combined
with favourable investment conditions
and sustained multi-year profitabil-
ity, underscore the industry’s resilience
while also highlighting uneven perfor-
mance beneath the headline figures.

Personal and multi lines
Personal and multiline insurers in Can-
ada delivered strong overall 2025 finan-
cial results, supported by improved
underwriting performance and robust
investment income, though pressures
persisted in key personal lines.

The segment continued to deliver solid
growth in 2025, MSA figures show, with
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revenue rising 8.4% to $78.2 billion and
expenses dipping slightly. Profitabil-
ity improved significantly — the NISR
surged 53% to $8.1 billion — while total
comprehensive income increased by 51%
to $7 billion. Plus, net investment results
rose 27% and underwriting metrics
strengthened, including a lower com-
bined ratio of 97%.

However, PACICC highlights grow-
ing challenges beneath these strong
aggregate results. Insurers specializing
in auto and personal property insur-
ance are experiencing more challeng-
ing conditions than commercial writers.
Auto insurance remained particularly
strained due to regulation, with NISRs
in 10 of Canada’s 13 provinces and terri-
tories exceeding 100%. Personal prop-
erty lines also faced pressure, as NISRs
exceeded 100% in several provinces,
partly due to ongoing catastrophe-re-
lated losses.

So, although 2025 results for personal
and multiline insurers were strong over-
all, they mask increasing profitability
challenges in core personal lines, partic-
ularly auto and homeowners insurance.

Commercial

Canada’s commercial insurers showed
stable performance in 2025, with dif-
fering dynamics depending on whether
Lloyd’s is excluded or included.

Excluding Lloyd’s, commercial writ-
ers delivered modest growth and
improved underwriting results. Accord-
ing to MSA, insurance revenue rose 2%
to $21.3 billion, while expenses declined
4.7%, supporting a 1% increase in net
income. Meanwhile, profitability met-
rics improved, with the Comprehensive
Combined Ratio (CCR) falling to 91% and
a 67.5% GISR reflecting stronger under-
writing efficiency.

When including Lloyd’s, results were
mixed. Lloyd’s achieved stronger top-
line growth, with revenue increasing 7%
to $7.5 billion, but faced cost pressures
as expenses rose 19%. Weaker invest-
ment performance affected profitability:
net investment results declined 14% and
total comprehensive income fell 20%.
Despite this, Lloyd’s maintained strong
underwriting discipline with a CCR of

68% and a GISR of 64.3%, still among
the strongest results.

Overall, the data show steady under-
writing performance among domes-
tic commercial insurers, while Lloyd’s
faced greater volatility from expenses
and investment returns.

Reinsurance

Canadian reinsurers reported a profit-
ability rebound in 2025, despite a slight
revenue contraction. According to MSA,
the sector saw a 2.5% decline in Total
Insurance Revenue to $5.2 billion, but
this was offset by a dramatic improve-
ment in claims experience. Insurance
Service Expenses fell 49% due to lighter
catastrophe losses, driving a 189%
increase in the Insurance Service Result.

That pushed overall profitability up
significantly, with total comprehen-
sive income rising 72% to $1 billion. Key
underwriting metrics also strengthened,
with the CCR down 14 points to 86%
while the GISR decreased by 52 points
to 56.5%, the lowest among benchmark
groups.

These results show reinsurers were
the strongest performing segment from
an underwriting perspective, benefit-
ing from reduced catastrophe losses and
improved efficiency.

Other key trends

Key regulatory, operational and strate-
gic developments in 2025 reflected a sec-
tor adapting to financial pressures and a
more complex supervisory environment.

On the regulatory front, the federal
government advanced reforms through
Budget 2025 legislation Bill C-15, which
proposed expanding the authority of the
Office of the Superintendent of Financial
Institutions. Measures included higher
capital thresholds and enhanced powers
to intervene in cases of unsafe practices
and enforce compliance more directly.
The proposals also introduced new expec-
tations for insurers to strengthen fraud
detection and reporting requirements.

In parallel, regulators moved to
improve catastrophe response capacity.
In August 2025, the Canadian Insur-
ance Services Regulatory Organizations
(CISRO) introduced principles designed
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“We must be careful about calling
years ‘quiet’ or ‘below average,’
because we are still heaping losses
on top of losses, making it harder

to catch-up. We don’t wipe
the slate clean and start

all over each Jan. 1.

We pile new losses on top
of those from prior years...”

to streamline adjuster licensing across
jurisdictions during emergencies in
hopes of improving rapid deployment
and interprovincial coordination and
fostering more flexible oversight.

Consolidation and strategic trans-
actions continued to reshape the com-
petitive landscape, particularly among
mid-sized and regional carriers seeking
scale and diversification. Notable trans-
actions in 2025 included Definity Finan-
cial Corporation’s acquisition of Trav-
elers’ Canadian operations, the merger
of Beneva and Gore Mutual Insurance,
and Wawanesa Mutual Insurance Com-
pany’s acquisition of Everest Insurance
Company of Canada.

Tamer Cats still run amok

Last year, Canada experienced $2.4 bil-
lion in insured catastrophe losses due to
severe events. Although this made 2025
the ninth-costliest Cat year on record
(not including the 1998 ice storm; it was
the tenth-costliest year if you include that
storm), it was a significant improvement
from 2024’s record $9.1billion. Also, it
fell below the longer-term upward trend
in catastrophe costs.

We must be careful about calling years
‘quiet’ or ‘below average,’ because we are
still heaping losses on top of losses, mak-
ing it harder to catch-up. We don’t wipe
the slate clean and start all over each
Jan. 1. We pile new losses on top of those
from prior years, and those working in
the insurance ecosystem get further and
further behind. This means insureds are

living in renovation messes or are out of
their homes altogether for a lot longer
than they used to be.

This raises the uncomfortable ques-
tion of whether the P&C industry can
maintain the old paradigm in which
insurers ‘project manage’ restorations
and rebuilds. There are only so many
resources out there; many are shared
among competing carriers. We need to
ask whether we should move to strictly
cash-outs or some sort of hybrid sys-
tem that allows us to help insureds move
through the recovery process a lot faster.

Yes, 2025 was on the lower end of
the scale for insured catastrophe losses.
But it tied for second place for the high-
est number of individual Cat events
declared by Catastrophe Indices and
Quantification, defined as events of $30
million in claims or higher. It also racked
up the highest number of wildfire-re-
lated events declared, at five.

The most significant single event was
a late-March ice storm in Ontario and
Quebec, which caused approximately
$490 million in insured damage, close to
a full quarter of the year’s total losses.

Apart from the loss trends themselves,
two big developments occurred in the
Cat space during 2025.

First, the Institute for Catastrophic
Loss Reduction (ICLR) released a new
methodology that attaches long-awaited
numbers to both uninsured and total
societal costs of disasters in Canada. For
2025 specifically, severe events triggered
around $1 billion in uninsured losses and

around $3.4 billion in total societal loss,
per the report, Societal Loss from Historic
Natural Catastrophes in Canada.

Second, Public Safety Canada made
significant changes to Canada’s federal
Disaster Financial Assistance Arrange-
ments program, forging a new vision for
disaster management in Canada. Federal
disaster assistance now centres around
build back better principles long cham-
pioned by ICLR as recovery funding
now includes money to add resilience.

Overall, 2025 underscored the contin-
ued volatility and evolving nature of Cat
risk in Canada.

Even with lower total insured losses,
the growing frequency and geographic
spread of events highlight the need for
more and larger investments in resil-
ience, as extreme weather continues to
drive billions of dollars in damage annu-
ally, whether insured or uninsured.

Looking ahead to 2026, the view
remains positive but increasingly com-
plex. Persistent pressures — including
claims inflation, regulatory changes, and
evolving catastrophe risk — are likely
to challenge underwriting performance,
particularly in personal lines. Insurers
are adapting through pricing actions,
technological investment, and enhanced
risk management.

Overall, the industry remains well-
positioned financially. But future per-
formance will depend on its ability to
navigate a changing operating environ-
ment while maintaining profitability and
responding to shifting risk. cu
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