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Your insurance package should sweeten your chances to succeed—freeing
you to grow your business. PHLY Excess & Surplus Solutions offers excess
protection for small niches like plumbing, taverns, machine shops,
environmental contractors, commercial real estate, vacant properties,
manufacturers, and flea markets. Even box makers. PHLY E&S Solutions.
Neatly packaged to make a big difference, even in your small niche.
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Issues & Answers: Surplus Lines

PHLY E&S Builds Upward

Steven Rodriguez, Vice President of
Philadelphia Insurance Companies E&S,
said that construction has been a standout
and now makes up about 60% of their
book of business. “With new projects,
increased construction costs, and
worsening climate events, we emphasize
diligent underwriting and work closely with
clients on contract language for effective
risk transfer,” he said. Following are
excerpts from an interview.

What trends are you seeing in the E&S marketplace?
E&S has been on the rise, and that growth is clearly reflected
in the annual numbers. Early in my career, we used to talk
about the hard market and soft market. E&S carriers typically
thrived in a hard market and struggled during a soft one.
These cycles usually lasted a few years. But that model no
longer applies. Since 2018, the E&S marketplace has been
growing steadily. | believe we'll continue to see growth in

the E&S space in the coming years. PHLY E&S was created
not only to complement the products written by PHLY but
also to focus on true E&S placements in casualty, property,
environmental, and excess lines.

You mentioned “true E&S placements.” What does
that mean?

At PHLY E&S, we focus on unique and high-risk placements
that don’t fit within the admitted marketplace. While we
consider ourselves generalists and can technically review

any type of risk, we follow the successful PHLY model

by targeting specific E&S segments—like construction,
commercial real estate, manufacturing, and hospitality. We've
been very successful in tailoring coverage and pricing to align
with PHLY’s profitability goals.

How does Al help you place business?

Al will never replace human underwriting, but it’s a valuable
tool for pre-qualifying risks. Traditionally, that’s been a very
time-consuming process—reviewing websites, social media,
and other sources to gather intel on potential risks. Al helps
streamline that process, surfacing useful information quickly
and helping validate details submitted with the risk. It gives
underwriters the data they need to make more informed
decisions and allows them to handle more business faster.
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M Flexible and Prompt Underwriting
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“Construction

activity is rising
across the country,
and we’re seeing
that reflected in our
business.”

i

Scan or click to watch an interview with Steven Rodriguez.

What sets PHLY apart as aleader in the E&S space?
Several things. First, our reputation. PHLY has an A++ rating. We
also have a highly experienced and dedicated underwriting team.
As an organization, we've been proactive in adapting to challenges
inthe E&S space. One example is our use of technology. We
partnered with insurtech company Slice, which built a platform
that enables quick and easy placements for smaller contracting
risks. We also use Al to help pre-qualify risks more efficiently than
traditional methods. That’s helped us grow our book profitably,
especially in construction, and we're now exploring how we can
apply those tools to other lines of business.
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LET A WSIA MEMBER
HELP YOU MANAGE IT.

Some decisions are too precarious to take

on alone; you need a partner to help you
create the right solution for your client’s risk,
while minimizing yours. And, it's cost-effective.
A Conning, Inc. analysis concludes that
wholesale distribution does not increase the
cost to the insured. That's a safe decision.
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The Value Proposition

Phillip McCrorie, WSIA Chair and RSUI Chief p
Executive Officer and Chairman, said that '
analyses by Conning Inc., in 2016 and 2021, o

have confirmed that wholesale distribution -

does not increase the transaction cost for the '
insured. “As a result, retail agents can confidently

recommend wholesale solutions knowing that

their clients can purchase innovative, customized ~ About WSIA

solutions for complex risks that are also cost

effective,” he said. Following are excerpts from

an interview. m Is thg only industry trade agsociation that supports the entirety of the wholesale,
specialty and surplus lines industry.

m Is a nonprofit association of insurance professionals and specialty market leaders
dedicated to the wholesale distribution system.

) . . m Serves more than 760 member firms representing nearly 1,600 offices and tens of
The surplus lines segment continues to experience thousands of industry professionals.

growth. How muchis it growing?

Through midyear 2025, the 15 states with surplus lines stamping
offices reported anincrease of 13.2% in surplus lines premium

over the prior year, with a 12.4% increase in items. Those 15 states
represent 63% of all surplus lines premium volume, which makes the
report a valuable indicator of the overall U.S. surplus lines market.
The stamping office report also offers insights into the performance
of specific lines of business and which of those are driving growth.
Auto liability and residential, homeowners and other personal
property continue to grow faster than other lines in the surplus

lines segment in those states, but they still comprise a relatively
small proportion of the overall surplus lines segment compared to

m Provides world-class member services including networking, education, talent
development, legislative advocacy and promation of the value of wholesale distribution.

commercial liability and commercial property coverage “The wholesale

' distribution system
How is surplus lines market share evolving within the ‘ » 4 delivers V.alue to
broader property/casualty industry? i’ both retail agents
The surplus lines market continues to increase as a percentage . 5 ‘ and their insurance

of the overall property/casualty market. According to an AM Best ‘ clients.”
2024 Market Segment Report, direct written surplus lines premium
was $115.6 billion in 2023, boasting 17.4% growth over the prior year.
That represents 12.0% of the overall property/casualty market and
23.8% of the commercial lines market, and surplus lines insurers’
market share has more than tripled since 2000. We anticipate that
the AM Best 2025 Market Segment Report, which will be released in
September, will also reflect similar growth through 2024. Together,
these two reports offer valuable insights into the current state of the  agents gain access to markets, coverages, and targeted options

market, which remains strong more than halfway through 2025. they might not be able to find in the standard market, and they
specialize in underwriting complex, non-standard risks and crafting
What makes the wholesale, specialty and surplus lines innovative coverage options tailored to the unique needs of each
insurance segment stand apart and how does that insured. This specialization means that risks typically deemed too
benefitinsureds? challenging for the standard market can be expertly managed with
The wholesale distribution system delivers value to both retail flexible, competitive solutions. A major advantage for insureds is
agents and theirinsurance clients. WSIA members can help retail that engaging a wholesale expert comes at no additional cost.

Share this edition at https://bestsreview.ambest.com/issuesanswersarchive.html.

BEST’S REVIEW - SEPTEMBER 2025


https://bestsreview.ambest.com/issuesanswersarchive.html
http://www.wsia.org/findamember

X@ xceedance

Your way forward

SOLVING COMPLEX
P&C INSURANCE CHALLENGES

with expertise and technology

Insurance-only focus and Al-powered services
Global reach, multi-line coverage, and diverse customer base

Comprehensive solutions across the insurance lifecycle

AN N NN

Advanced Intelligence Center of Excellence with 25+ proven use cases

9

Global
Offices

Talk to us now!
www.xceedance.com

-

© 2025 Xceedance



http://www.xceedance.com

Issues & Answers: Surplus Lines

Xceedance: E&S 2.0

Travis MacMillian, President — Americas at
Xceedance, said that E&S market participants
today are more open than ever to alternative
distribution strategies. “The goalis to align
distribution with customer segments,” he
said. Following are excerpts from an interview.

What'’s driving surplus lines growth and is it sustainable?
There are three key areas driving this growth: increasing

risk complexity and reduced market appetite from carriers;
greater severity and frequency of catastrophe events,
especially in states like Florida, Texas, California and
Louisiana; and new emerging risks—like cyber and Al—that
are too volatile for standard carriers. I’'m not sure where

the end s, but | think it’s not just pure growth; it’s a shifting
of business from the standard marketplace into the E&S
market. That’s largely because some exposures have become
noninsurable in the admitted space.

How are surplus lines carriers evolving their
underwriting approaches, particularly in high-growth
lines like cyber and catastrophe-exposed property?
When it comes to cat-exposed property, we're seeing a
shift toward data-centric, scenario-based underwriting.
There’s much more information available now—beyond just
traditional cat models. Take Florida, for example. Elevation
changes measured in inches can have a huge impact on flood
outcomes. Access to that kind of real-time, granular data

is becoming vital. In cyber, the underwriting approach has
matured significantly over the past three years. Carriers are
focused on quality, having experienced serious losses due to
misunderstanding the risk.

What are the most pressing compliance challenges
surplus lines organizations are facing?

That’s a big issue. E&S carriers enjoy freedom of rate and
form, which gives them flexibility. But for brokers, the
compliance burden is growing significantly. To place a risk in
the surplus market, brokers first need to obtain at least three
declinations from standard carriers and document that process
thoroughly. As data and information become more prevalent,
both carriers and distribution partners need to ensure they’re
meeting compliance obligations. Expect this scrutiny to

keep increasing.

xceedance

“For E&S carriers,
distribution
partners essentially

act as frontline
underwriters whose
expertise in bringing
in well-underwritten
risks is more
important than ever.”

Scan or click to watch an interview with Travis MacMillian.

Looking ahead, what capabilities—whether related

to talent, technology or infrastructure—will be most
critical to success in the next phase of the surplus lines
market evolution?

Let’s unpack that. First, talent. We need more people entering
this industry. Despite the tech evolution, you still need
experienced humans. I've been in insurance 35 years. Many of
my peers are retiring, and younger people aren’t rushing in—
insurance just isn’t seen as glamorous. But with the integration
of tech, that might change. Younger generations look at
underwriting problems differently, and that’s a good thing.
Ultimately, it’s not one answer. The companies that successfully
bring together talent, tech and infrastructure will be the ones out
front leading the next phase of market evolution.
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If you need a team of experts to help protect clients from
complex risks, partner with Nationwide® for a breadth
of excess and surplus lines solutions.

Experience our expertise: nationwide.com/experience
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PROTECTION.
A AM BEST? - WITH

FORTUNE 100 COMPANY? Nationwide® e

1 Rating received 12/22/08, and affirmed 04/12/24. Fifth highest of 21 ratings.
2 Rating received 12/07/23; affirmed 11/07/24. Third highest of 16 ratings.
3 Based on revenue, FORTUNE magazine (June 2, 2025).

Products are underwritten by Nationwide Mutual Insurance Company and affiliates, Columbus, Ohio. Nonadmitted products may be underwritten by Scottsdale Insurance Company, an eligible
nonadmitted insurer in every state except AZ, DE and OH (NAIC No. 41297); Scottsdale Surplus Lines Insurance Company, an eligible nonadmitted insurer in every state except AZ, CA, FL and
NY (NAIC No. 10672); or Scottsdale Indemnity Company, an eligible nonadmitted insurer in AZ and DE (NAIC No. 15580). Products are subject to underwriting guidelines, review and approval.
Products and discounts might not be available to some persons in some states. Nationwide, the Nationwide N and Eagle and Specialized protection. With confidence. are service marks of
Nationwide Mutual Insurance Company. Third-party marks that appear in this message are the property of their respective owners. © 2025 Nationwide ESO-0961A0 (07/25)
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Mutual Benefits

David Nelson, Executive Vice President for EQS
Wholesale at Nationwide, said the company’s
strategic priorities are enhancing the customer
experience, delivering with operational
excellence, and managing the business for
sustained financial strength and stability. “All
three of these are necessary for us to leaninto
our mission to protect people, businesses,

and futures with extraordinary care,” he said.
Following are excerpts from an interview.

What does it mean to be a mutual?

When people think about mutual insurance companies, they
often think about companies that excel in areas like customer
satisfaction, since they’re owned by policyholders, not investors,
and are focused on their needs. However, they might not think of a
mutual company as being competitive, agile, and quick to market.
In order for us to compete in an evolving market, we need to have
winning attributes of both a mutual and a public company. When
Nationwide describes itself as a modern mutual, it means we strive
to be both a high-performing, customer-centric company that
benefits our customers and one that delivers results.

What role does a mutual insurer play in addressing
emerging systemic challenges?

The beauty of being a mutual is that we can focus on two key
constituents versus the three that publicly traded carriers need

to focus on. One group that we focus onis rating agencies and
regulators. Another key constituent is our customers. \We can create
long-term, innovative approaches that truly address the systemic
challenges our customers are facing and we can try new thingsina
disciplined way and pivot when something is not working.

How are mutuals positioned to build relationships with
agents and brokers?

We view our distribution partners as our customers. As mutuality
implies, we're always looking for mutual benefits with them. Our
focus on relationships results in more personalized services

for brokers and agents, greater flexibility in crafting custom
solutions, and often stronger alignment of interests between us
and our distribution partners. Our wholesale partners specialize

in navigating the nuanced world of the excess and surplus lines
market. Their deep understanding of evolving exposures, regulatory
shifts, and industry-specific risks allows them to guide retail agents
and carriers alike through the intricacies of this specialized market.

Nationwide’

“As a mutual, we
can take a long-
term view and make
investments that

help our customers.
There is no conflict
between the short-
term demands of
investors and the
long-term needs of
our policyholders.”

Scan or click to watch an interview with David Nelson.

How is Nationwide E&S Wholesale leveraging the
strength of being a mutual?

Nationwide has grown to be a Fortune 100 company and one

of the largest and strongest diversified insurance and financial
services organizations in the U.S. Our financial strength is not
based on ever-changing shareholder expectations, but on

a long-term business strategy to meet and exceed capital
benchmarks to keep our promises to policyholders and invest

in the areas that add value to customers and distribution
partners. The E&S market is seeing an increased business flow
as some admitted markets have struggled with the changing
risk landscape, but not all E&S insurers are the same. Not all have
the firm financial footing and broad portfolio of solutions that a
mutual can provide. Our ability to respond to these needs with
speed, efficiency and predictable underwriting results makes us
acompany that can deliver on the strengths and attributes of
both a mutual and a public company.
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