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commercial and specialty insurance

About InsTech London
InsTech London was founded in 2015 and has grown to become a leading intelligence network shaping the future of
insurance and risk management. We connect the industry to the technology, data and analytics providers, driving and
influencing change through innovation. The two executive partners, Matthew Grant and Robin Merttens, each have over
30 years of experience bringing new technologies into the global insurance market and draw on an extensive network of
consultants and collaborators. InsTech London runs regular events (live and digital), provides market commentary and
insights and a weekly podcast. In addition, we offer advisory services to our members, from ad hoc recommendations to indepth consulting studies. We are supported by (and grateful to) our corporate members of over 130 companies and an
extended community reaching 20,000 people who keep us honest and informed about what is happening in insurance,
technology and beyond.

Report authors
This report has been led by Robin Merttens, supported by the InsTech London Research and Insight team – Rebekah
Bostan, Henry Gale and Ali Smedley and fellow InsTech London partner Matthew Grant. Our work is further informed by
the over 200 discussions we are all having with companies in, and supporting, the global insurance industry each month.
Special thanks go to Paul Guthrie, David King, Dan Prince, James Birch, Mark Allan, Alan Tua and Daren Rudd who in their
various ways contributed to this report (even if they didn’t know they had).

Disclaimer & copyright
The information in this report is drawn from a variety of sources. This includes our own experience, interviews, and live
discussions at our events with founders, executives, investors, and others active in this area. Further information has been
gathered from public sources such as company websites and news items. We have not independently verified all the
information in this report, and InsTech London assumes no responsibility for the accuracy and completeness of what is
written here. This report is for information only and not intended to be used as advice or recommendations beyond
general observations of trends and themes. The reproduction of all or part of this report, in whole or in part, in any media
without the written permission of InsTech London is prohibited.

InsTech London reports
We know from our discussions with members that the role of algorithms in commercial insurance is a topic of great interest
and one we will come back to throughout the coming years. This is the first in a four-part series focused on algorithms and
automated decision-making.
This is the sixth report that we have released. Links to our previous reports can be found here and are available free to
members.
To learn more about InsTech London, our forthcoming themes, review recordings of our live events or to discuss hosting an
event with us, you can find us at www.instech.london and contact us at hello@instech.london.
If you believe that your business, or another, should be included in our future reports, please contact us.
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Introduction
This is a report about algorithmic underwriting in commercial and specialty insurance.
It looks at how insurers are beginning to use algorithms to support underwriters’
decision-making.
In researching this report, we realised that to provide an easily digestible analysis
about the space we needed first to take a step back. This report is intended as a
beginner's guide to what is going on, as well as to help simplify the terminology and
debunk a few myths. We focused on three areas in particular:
•

CLARITY - A clear understanding of what algorithms are and what they do. Dispel
some of the confusion that exists in the way the relevant terminology is used.
We’ve seen how some terms are misused, and there are common misconceptions
about what algorithms do and what they are capable of.

•

UNDERSTANDING - A better appreciation of what Artificial Intelligence (AI) and machine learning are, and a sense
check into what they can do and what their adoption involves.

•

GUIDANCE - Practical steps to implement algorithms and machine learning in insurance.

There is a kind of mystique to algorithms when used in underwriting. Some think of them like magic dust that is sprinkled
on data and immediately intelligent underwriting occurs. One day, algorithms will transform how we do commercial
insurance, but right now, most underwriting algorithms are quite simple. Consider autonomous cars. They are driven by
intelligent algorithms that have been in development for decades, but it will be many more years before they fulfil their
potential. So it is with algorithms in commercial insurance.
Building algorithms is not that difficult - not much more than running some data through some rules to get a decision. As
we've said before in previous reports, the technology to build insurance algorithms already exists and is reasonably
commoditised, but there are two significant barriers slowing wider adoption:
•

Mastering the data - Sorting out data so that it is of a quality, format and accessibility to feed an algorithm on
demand.

•

Access to the talent and skills - The relevant skills to implement scalable frameworks for automating underwriting
decisions rarely reside within the standard insurer skill set. They either need to be acquired or outsourced.

Algorithms that automate the pricing of retail insurance lines are now mainstream, and the use of bots to deal with
customer queries is seeing rapid adoption too. While there are lessons to be learned from retail, the commercial and
specialty markets have different challenges because the risks are more complex, less standardised and there are far fewer
transactions meaning a smaller number of patterns to learn from.
This Practitioner’s Guide report is the forerunner of three further reports on the subject as follows:
•

Augmented Underwriting: How to implement basic algorithmic decision-making in the underwriting process and
how to build from there by adding new data sets and refining the algorithms through machine learning.

•

Predictive and Behavioural Analytics and Underwriting: How to extend beyond automated underwriting by using
more sophisticated and complex insights that big data sets and self-learning machines can provide.

•

Bionic Underwriting?: The final report in the series will look at all the issues associated with the increasing
involvement of machines in our decision-making, focusing on how machines and underwriters will interact.

If you would like to be considered for inclusion in the above reports, please get in touch hello@instech.london.
Our goal is that having read this you will have a clearer understanding of what the terminology means, how algorithms will
change underwriting, how companies are starting to implement them and what lies ahead.

Robin Merttens
Partner, InsTech London
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