Fitch outlook for EMEA insurance sector remains stable in 2026, with London Market facing deterioration
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Fitch Ratings has kept a “neutral” outlook for the EMEA insurance sector for 2026, saying underlying operational and business conditions are likely to remain broadly unchanged from 2025 and that the sector should retain sound credit fundamentals, underpinned by strong capitalisation and robust profitability. According to the original report, core credit drivers move in different directions but balance out to a generally stable stance for the coming year. [1] [2]
In European non‑life, Fitch expects price increases and revenue growth to decelerate across most segments as weaker GDP growth and softer inflation dynamics constrain premium momentum. Persistent underwriting discipline, elevated reinvestment yields and a continued focus on costs , including efficiency gains from AI and digital automation , are expected to support steady operating profits despite slower top‑line expansion. Industry reporting notes that Germany’s non‑life pricing has normalised and the German sector outlook was revised to “neutral” from “improving.” [1] [3] [4]
The London Market is an exception to the broader neutral view: Fitch has moved its outlook for the Market to “deteriorating,” reflecting a sharper rate softening driven by heightened competition, especially in property and reinsurance lines. The agency anticipates combined ratios rising into the high‑90s in 2026 from low‑90s levels recorded in early 2025 if catastrophe losses remain within expected thresholds, and warns that softer renewal rates could erode underwriting margins even though current levels are strong. Reports on global reinsurance similarly highlight abundant capacity and price erosion as pressure points. [1] [4] [5] [6]
For life and savings businesses, Fitch expects steady net inflows into savings and retirement products as households remain cautious amid macroeconomic uncertainty and competing savings returns such as bank deposits and sovereign yields remain unattractive. Technical margins are supported by relatively high long‑term sovereign yields and sustained fee income, while the multi‑year shift towards capital‑light unit‑linked products should continue to bolster recurring revenue streams. Related industry commentary underscores that most investment risks are still borne by policyholders and that insurers’ low equity exposure limits direct market‑volatility sensitivity. [1] [3] [4]
Investment income remains a key profit driver but also a source of risk. Fitch notes that reinvestment yields will stay above average portfolio running yields and support recurring returns, yet high asset valuations, sovereign concentration and higher allocations to alternative and illiquid assets increase downside risk , particularly in a scenario of falling asset values, rising defaults or deteriorating investor sentiment. Publications covering both EMEA insurers and global reinsurance emphasise rising credit risk in alternatives and the potential for losses if economic conditions worsen. [1] [3] [4] [6]
Regulatory and supervisory developments will shape the operating backdrop: amended Solvency II rules scheduled for implementation by January 1, 2027, are expected to deliver capital relief and incentives for certain equity and securitisation investments, while enforcement of the Insurance Recovery and Resolution Directive in 2026 will aim to harmonise cross‑border resolution frameworks. In the UK, the Bank of England is reviewing funded reinsurance arrangements and the Prudential Regulation Authority’s recent life‑insurer stress tests signal more topical supervisory scrutiny ahead. Fitch highlights that targeted regulatory stress testing will inform supervisory action and market discipline. [1]
Overall sector capitalisation is expected to remain strong, with Solvency II ratios typically at the top of insurers’ target ranges and robust operating capital generation enabling both growth and shareholder returns. Fitch notes that around the end of October a high proportion of EMEA insurance ratings carried Stable Outlooks and that insurer financial strength ratings cluster in the “AA” to “A” categories. Nonetheless, M&A , particularly life‑book consolidation and interest from North American alternative asset managers , remains an active theme as organic growth is constrained. [1] [4]
Fitch stresses key downside scenarios to monitor into 2026: non‑life price moves that lag claims inflation, sharper‑than‑expected softening in market pricing (notably in London and reinsurance), rising defaults or falling asset values that hit investment income, and slow progress on climate risk mitigation which could reduce insurability and raise earnings volatility. Industry sources covering global reinsurance warn that abundant capacity and competitive dynamics could materially compress pricing and terms unless significant loss activity intervenes. Taken together, these factors leave the EMEA sector with a balanced but watchful outlook for 2026. [1] [5] [6] [3]
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