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Energy Transition 
Implications for 
Insurers

To achieve net zero emissions by 2050, ~$120T  
in investments will be required over the next 
~30 years; every part of the economy will 

need to transform. Given its critical role in decar-
bonization, renewable  power  generation will need to 

grow from only ~20 percent of the power genera-
tion mix to more than >85 percent by 2050. This 
shift is expected to be driven primarily by continued 
cost competitiveness of and policy support for re-
newable energy.

Highlights

Baseline projection1 Full 2°C path
Total generation, '000 TWh Total generation, '000 TWh

1 Baseline: : ~76% 
increase in projected 
baseline generation  
primarily from gas 
and renewables, 
driven by favorable 
economics

2 Full 2°C path: 
Sustained expansion 
of renewables as 
share in power 
generation mix spikes 
to ~88% in 2050 (vs. 
~28% in 2020)

2 Full 2°C path: 
Increased renewable 
penetration primarily 
supported by cost 
parity of renewables 
vs fossil fuels and 
nuclear
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Exhibit 1

Globally, renewables must account for more than 85% of total power generation by 2050 
to achieve net zero emissions by 2050 targets

1. Baseline: State policies scenario  2. Net zero emission by 2050 scenario  3. Other renewables include bioenergy, geothermal, and marine
Source: IEA 2021, BCG Analysis
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Insurers have a once-in-a-lifetime opportunity 
to accompany investors, lenders, builders, operators, 
and owners - both private and public - who are looking 
to deploy trillions of dollars to make the energy tran-
sition a reality and address climate change, building a 
more sustainable future for generations to come.

To embrace the energy transition and magnify 
their total societal impact, there are three key levers 
commercial P&C and specialty insurers and reinsur-
ers can pull: insurance (focus of this article), invest-
ment portfolio, and operations & IT.

• Insurance - Underwriting: This is arguably 
the most crucial, as (typically) the largest 
source of indirect emissions as it is commercial 
and specialty insurers can influence

• Insurance - Claims: Some insurers are incor-
porating a sustainability lens into their claims 
management processes as well, preferring 
repair over replacement to reduce resource 
consumption and costs 

• Investment Portfolio: Many insurers are 
decarbonizing their investment portfolios. For 
instance, Zurich Insurance Group became a 
signatory to the UN Principles for Responsible 
Investment (PRI) in 2012 and recently an-
nounced its ambition to fully decarbonize its 
investment portfolio by 2050 

• Operations & IT: Like other industries, insur-
ers can reduce the carbon footprint of their 
own operations (e.g., by reducing travel, energy 
consumption and emissions of their suppliers)

Exhibit 2

Three main target areas of the insurance business to create the foundation of an ESG 
transformation program

1.a Underwriting

• Carbon emissions from 
policyholders

•

1.b Claims management
• Carbon emissions from the claims 

handling process
•

3.a Internal Operations

•

3.b Supply chain

Insurance Investment portfolio Operations & IT

Focus of this deck

Carbon emissions from own 
operations (e.g., travel, energy 
consumption, …)

• Emissions from insurers' supply 
chain (e.g., IT outsourced 
services, professional services, 
marketing, ...)

Carbon emissions from the 
issuer of the investment security 
held by the Insurer

Objective of Asset Owner is to 
push security issuers towards 
energy transition (e.g., car 
producers to manufacture cars 
with zero or very low emissions) 

Objective of the Insurer is to 
support policyholders' energy 
transition (e.g., electric vehicles, 
utility coal plant decommission-
ing, etc.)

Objective of the Insurer is to 
ensure its claims are managed 
with a sustainable approach 
(e.g., repair vs. replace, …)
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Underwriting the 
Energy Transition

For instance, a group of global insurers has already 
signed on to the Net Zero Insurance Alliance (NZIA), 
pledging to align their underwriting portfolios to re-
quirements for net zero emissions by 2050. Many have 
committed to end or restrict underwriting of coal, oil 
sands, and new oil & gas exploration projects.

Indeed, it is our conviction that cost-effective in-
surance and other alternative risk transfer products 
which allow for the cost-effective transfer of system-
ic risks will be critical to enabling the planet to meet 
the climate challenge.

Insurers are aligning their underwriting portfoli-
os to net zero emissions requirements, support-
ing the transition of the energy sector (a ~$16B 

GWP p.a. globally) including but not limited to the 
construction and operation of renewable energy gen-
eration (e.g., solar, wind, etc.), low- carbon transition 
fuels (e.g., liquefied natural gas (LNG), biofuels, etc.), 
enabling technologies (e.g., battery storage) and de-
commissioning of hydrocarbon installations (e.g., 
coal, tar sands, etc.).

Exhibit 3

Net Zero Insurance Alliance (NZIA) membership as of 2022

Source: Net-Zero Insurance Alliance, as of May 2022. 
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Blockers and  
Rays of Hope

Many insurance players believe that the en-
ergy transition should, ultimately, be an 
opportunity for profitable growth. The re-

newable energy market is heavily weighted towards 
property as third party liability / general liability, 
worker’s compensation / employer’s liability, and en-
vironmental liabilities (among other exposures) are 
reduced compared to those associated with conven-
tional hydrocarbon assets (e.g., offshore   oil rigs).

However, the renewable energy P&C insurance 
market has not been very profitable in recent 
years, with brokers citing more than 80 percent 
loss ratios in certain lines and geographies, driv-
en primarily by:

• Initially soft market conditions due to an 
abundance of underwriting capital and fresh 
 capacity  without strong underwriting discipline 
(e.g., pricing, coverages, exclusions) to write 
this business and seek “market share domi-
nance” 

• Hard to model volatility driven by:

• Increased frequency and severity of natural 
catastrophes and other secondary weather 
perils (e.g., hail storms, wildfires, etc.) 
caused by climate change

• Rapidly evolving renewable generation 
technology (e.g., installation size, com-
plexity, logistics, materials, etc.) for which 
there are limited loss data (e.g., micro-frac-
tures in solar panels)

• Heightened severity of liability losses due 
to rising social inflation (esp. in the US)

This is further exacerbated by the dominance 
of managing general agents (MGAs) in this mar-
ket, which add transaction costs, and, in some cas-
es, hold misaligned incentives with their capacity 
providers.
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Type Driver Expected loss 
ratio impact

Potential  
positive drivers

PR
IC

IN
G

Demand

Capacity

Rates

Discipline (or lack thereof)

• Robust growth in demand for insurance may 
catch up with the supply of capacity, partially 
driven by ESG considerations

• The market seems to have come to a tipping 
point with rate increases ranging between 
10% and 40% over 2020-21, suggesting that 
many carriers have adjusted their renewables 
appetites to improve risk-adjusted returns

• Future rates will depend on both market par-
ticipants’ underwriting discipline and the abil-
ity of insurers to model and price-in the true 
risks of Nat Cat, secondary weather perils, 
attritional losses, and other perils

LO
SS

Technology

Risk management

Construction& maintenance

Weather

Other trends (e.g., economic 
and social inflation) 

• Renewable energy asset owners and devel-
opers are becoming increasingly savvy in pre-
dicting and managing risks (e.g., vegetation 
management to minimize wildfire risks) and 
technologies are expected to become more 
 resilient and reliable in the face of perils 

Although the market has been reacting to 
these losses (e.g., increasing rates, tightening terms 
and conditions, reducing  capacity), there  remains 

uncertainty as to whether these changes will be 
enough. In the medium to long term, we see some 
trends that may drive improvements to loss ratios.

Expected short to mid-term drivers of renewables insurance market loss ratios

Exhibit 4

Source: BCG Analysis
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Wide dispersions can be observed in underwriting results of commercial P&C players. 

Exhibit 5

Note: Combined ratio (CoR) over 2012-2020 for top ~50 US P&C players with >$2B NWP as of 2020, based on SNL filings
Source: SNL Financial

We believe there is an advantage to move early 
in this market, with a potential to unlock both profit-
able growth and total societal impact by embracing 
the transition now. Early movers will have a competi-
tive advantage from their early investments because 
they can: 

• Be more selective in choosing the best accounts 
with the most attractive risks, by establishing 
strong sticky relationships with those clients 
and honing their reputation by being there for 
them throughout the market cycle

• Build key capabilities that are difficult to repli-
cate, especially granular loss data and expertise 

Nonetheless, as seasoned commercial and 
specialty insurance industry veterans know, the 
median does not tell the full story, as shown by 
the wide dispersion of historical underwriting re-

sults among commercial P&C players over time. 
Similarly, there have been and will continue to be 
both winners and losers in the renewable energy 
insurance market. 

Conversely, late movers might face:  

• Challenges in outplacing incumbents due to 
the latter’s deep account knowledge, integrated 
data feeds, and embedded services

• Difficulties developing strong broker and partner 
relationships, which are critical to getting access 
to better deals, once leaders have emerged

• Hurdles in acquiring talent quickly at compet-
itive rates, given the limited talent pool in this 
space
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In the Cyber market, increased frequency and se-
verity of unmodeled ransomware risks drove the 
market into unprofitable territory in the past few 

years. Opportunistic capital pulled out and the re-
maining players adopted blanket exclusions. This is 
analogous to patterns observed for Nat Cat and 
(to a lesser extent) secondary weather perils in 
the renewables market, both involving high de-
grees of uncertainty. 

However, a few insurers used the opportunity to 
differentiate by: 

• Maintaining a core tenet of the insurance value 
proposition by affirming ransomware coverage 
(though at lower sub-limits), thereby ensuring 
stability 

• Protecting their downside against volatility by 
revisiting reinsurance strategies and portfo-
lio management

• Continuing to invest in proprietary data, talent, 
and modeling capabilities to execute better 
than their peers

As they took rate, these carriers eventually 
emerged as profitable leaders, ahead of the market, 
becoming carriers of choice, having proven to clients 
their reputation as long-term partners that will be 
there for them “through thick and thin.”

We believe that insurers who play the long game in 
the renewable energy insurance market with strong 
underwriting discipline will not only support their cli-
ents as they transition, but also achieve attractive re-
turns and increased customer loyalty. 

An anology from the cyber 
insurance market
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Carriers that do not have any energy expo-
sure have started by partnering with strong, 
credible players with the objective of obtain-

ing data and gaining experience. For instance, they 
act as capacity providers to MGAs or, in the case of 
many recent entrants, follow the credible players in 
the renewables space.

Carriers that have energy exposure but limit-
ed renewables experience often start by serving 
their transitioning energy clients by retraining their 
staff. For instance:

• Offshore energy and marine UWs can be re-
trained to evaluate offshore wind, as there are 
significant synergies

• Traditional power underwriters can leverage 
their power sector knowledge to look at onshore 
solar and wind and transmission and distribu-
tion opportunities

• Onshore oil, gas, and petrochemicals underwrit-
ers can look at hydrogen, LNG, biofuels, biogas 
manufacturing, storage, and transportation, as 
they often share risk engineering approaches. 

Some, such as Tokio Marine HCC, have even ac-
quired entire teams (former MGA GCube) to simulta-
neously gain experience, talent, and data. 

How to play in this high-growth, high-uncertainty market?

Path Forward

Carriers that already have a renewable book 
may choose to invest in talent, teaming, processes, 
data and analytics, partnerships to deepen the com-
petitive moat, focusing on the most attractive seg-
ments of the market where they have a right to win,  
- or even consider expanding to underwrite other 
parts of the energy transition, such as the electrifica-
tion of transportation and carbon capture, use, and 
storage (CCUS). 

Regardless of their starting position, insurers that 
play in this market should: 

• Decide their energy transition strategies (where 
to play and how to win) carefully 

• Set and communicate a clear risk appetite

• Position themselves as stable, dependable ca-
pacity partner to clients and brokers

• Manage their portfolios actively, driven by a hy-
per-connected learning loop

• Align reinsurance strategies to support risk-tak-
ing and learning



12

UNDERWRITING THE ENERGY TRANSITION – A PRIMER FOR COMMERCIAL & SPECIALTY INSURERS - WHITE PAPER

0 1

2

a

b

c

1Many paths forward possible based on insurers' starting points

Exhibit 6

Source: BCG Analysis

Any renewables 
experience?

Any energy  
exposure at all?

If sizeable renewables book built, consider: 

• Investing in talent, teaming, 
processes, data and analytics, 
partnerships to deepen the 
competitive moat

• Focusing on the most attractive 
segments of the market where 
they have a right to win

• Expanding to underwrite other parts 
of the energy transition (e.g., CCUS)

If limited renewables experience, consider: 

• Retraining staff to serve their transitioning 
energy clients

• Acquiring teams to simultaneously gain 
experience, talent and data

If no energy exposure, start by: 

• Partnering with a strong, credible 
player with the objective of 
obtaining data and gaining 
experience. (e.g., capacity providers 
to MGAs or follow credible leaders 
in syndicated markets such as 
London Markets)

Regardless of their starting  
position, insurers who play in this 
market should: 

• Decide their energy transition 
strategy (where to play and how 
to win) carefully, in alignment 
with their net zero ambitions 
and strategy

• Set and communicate a clear 
risk appetite

• Position as stable, dependable 
capacity partner to clients and 
brokers

• Manage portfolio actively, 
driven by a hyper-connected 
learning loop

• Align reinsurance strategy to 
support risk-taking and learning
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