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Insurtech

Introduction—What a Decade It’s Been! 
…

When we first started publishing our Year in Review 
reports a decade ago, insurtech was no more than a 
blip on the insurance industry’s radar. Most sources 
identify 2010 as the year on which the history of 
insurtech began in earnest, although the use of 
innovative technology by the insurance industry 
long predates that year. Since then, the insurtech 
industry has grown at an eponential rate, 
encompassing an ever wider range of insurance-
related products and services. According to CB 
Insights, the total size of global investment in 
insurtech was as little as $350 million in 2012, the 
year when we first started publishing our Year in 
Review reports. By the end of 2021, this figure has 
grown by 4,300%, to $15.4 billion.

As the insurtech industry has evolved, so has the 
attention devoted to it by the US state insurance 
regulators. 10 years ago, the National Association of 
Insurance Commissioners (“NAIC”), which is a US 
standard-setting organization of which the insurance 
regulators of the various US states are members, did 
not have a single committee or initiative devoted to 
studying or regulating insurance technology 
advances and the way insurtech is being 
implemented in the market. Today, the NAIC’s 
insurtech-related initiatives are one of the key items 
on its agenda, as they are on the agendas of state 
insurance regulators nationwide. 

Looking into the future, we expect that the 
insurtech industry will only continue to grow 
stronger with each passing year. We look forward 
to witnessing this growth and the exciting new 

technologies that the insurance industry will be 
implementing to improve the insurance 
consumer experience. 

2021: Another Year of Change, 
Disruption and Growth

In commenting on insurance technology and 
innovation developments in our 2020 Year in 
Review, we observed that the COVID-19 pandemic 

forced both the insurance industry and the 

insurance regulators to reexamine the application of 

technology and innovation to insurance products 

and services to provide better services and 

products to policyholders. At the same time, the 

pandemic forced the emergence of new trends in 

policyholder preferences, as policyholders began to 

realize and appreciate the differences in insurance 

product and service offerings that fit their changing 

needs and preferences during uncertain times.

Despite the emergence of vaccinations against 

COVID-19 in late 2020 and their widespread 

adoption throughout 2021, as well as the institution 

of travel bans and other protective measures in 

various US and non-US jurisdictions, COVID-19 did 

not dissipate in 2021 as many had hoped. The US, in 

particular, saw a surge of new cases starting in 

December 2021, under the influence of the highly 

contagious Omnicron variant of COVID-19. As a 

result of these developments, business operations 

largely remained remote throughout 2021, and many 

of the trends that we saw emerging in the insurance 

industry in 2020 have continued. Despite the 

pandemic, the insurtech industry continued to 

attract significant investment in 2021, and the pace 

https://www.mayerbrown.com/ebooks/insurance-year-in-review-2020/?page=1
https://www.mayerbrown.com/ebooks/insurance-year-in-review-2020/?page=1
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Insurtech quarterly funding reaches a record high, up 89% QoQ

122

STATE OF FINTECH | COLLECTION SPOTLIGHTS | INSURTECH

$0.4B

$1.9B

$0.5B $0.4B

$0.9B

$0.5B
$0.3B $0.3B $0.4B

$1.2B

$0.4B

$0.8B $0.9B

$0.6B

$1.5B
$1.7B

$2.1B

$1.6B
$1.9B

$2.1B

$1.4B
$1.6B

$2.7B

$2.4B
$2.6B

$4.7B

$2.8B

Funding
$5.3B

51

41

54

67

82

53

72 72

86

105
98 98

122
115 112 108

133

121

138

94

125

108
112

123

151

163

113

Deals
139

0

20

40

60

80

100

120

140

160

180

$0.0B

$1.0B

$2.0B

$3.0B

$4.0B

$5.0B

$6.0B

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

2015 2016 2017 2018 2019 2020 2021

of adoption of technology and innovation by the 

insurance industry only continued to accelerate.

Insurtech Investment and Transactions

Some 2020 Trends Continued in 2021

In our previous Year in Review, we commented on 

the following trends in 2020: (i) the number and size 

of insurtech fundings increased; (ii) investors 

favored later stage insurtechs more than their 

earlier-stage counterparts; (iii) IPOs and mergers 

with publicly traded special purposes acquisition 

companies (“SPACs”) abounded; and (iv) 

collaboration and partnerships between incumbents 

and insurtechs were dynamic. These trends 

continued in 2021.

According to data compiled by CB Insights, in 2021, 

$15.4 billion was invested globally across 566 insurtech 

deals, setting yet another insurtech investment record. 

This funding dollar amount far surpassed year-end 

investment totals in prior years—and, indeed, was 90% 

larger than the aggregate investment in insurtechs the 

year prior ($8.1 billion invested in 2020). The number of 

insurtech investments also grew 21% since 2020,  

from 468 to 566.

Out of the total funds that were invested in 

insurtechs in 2021, a significant proportion once 

again went to later-stage insurtechs. CB Insights has 

observed that approximately 50% of insurtech 

investment went into mega-round ($100 million plus) 

deals per quarter between 2018 and 2021. Per CB 
Insights, the number of insurtech “unicorns” (each, 

a private company with a valuation over $1 billion) 

created within a quarter also reached a record 

number in 2021, as 24 new insurtech unicorns were 

created in 2021, compared to five created in each of 

2020 and 2019 and four created in 2018.

Relatedly, CB Insights reported that in the second 

quarter of 2021, 95% of the world’s insurtechs 

received zero funding, as 67% of the total quarterly 

insurtech investments went to only 15 deals, while 

the remaining $1.5 billion was distributed (unevenly 

with concentration in just a few) among 147 

companies. Such imbalanced allocation of funding 

Figure 1. Insurtech quarterly funding trends with transaction volume and dollar amount, 2015 - 2021 
Source: CB Insights

https://www.mayerbrown.com/ebooks/insurance-year-in-review-2020/?page=1
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6 insurtech unicorns born in Q4’21 bring the global herd to 34

129
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between early and later-stage companies is not 

surprising as later-stage insurtech companies are 

more likely to have products and services ready to 

be deployed in fast expanding markets (whether or 

not digital) and also have greater capital needs.

Aside from venture financings, many insurtech 

companies raised capital through IPOs and mergers 

with SPACs in 2021. According to an S&P Global 
Market Intelligence analysis, insurance and 

insurtech companies raised about $5.4 billion in 19 

IPOs in the first three quarters of 2021, representing 

the largest amount raised and the largest deal 

count in at least the last five years. Insurtech 

companies that announced or consummated 

mergers with SPACs in 2021 include:

• Kin Insurance, a direct-to-consumer 

homeowners’ insurance technology company, 

announced a merger with Omnichannel 

Acquisition Corp. on July 19, 2021;

• Hagerty, a classic car insurance company, 

announced a merger with Aldel Financial Inc. on 

August 18, 2021;

• Doma Holdings, Inc. (formerly known as States 

Figure 2. Six insurtechs were classified as unicorns in the fourth quarter of 
2021, bringing the global herd to 34 unicorns. Source: CB Insights
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Title Holding, Inc.) (“Doma”), a digital title 

insurer and real estate tech company, became a 

public company through its merger with Capitol 

Investment Corp. V; and

• Hippo, a homeowners’ insurer, merged with 

Reinvent Technology Partners Z.

Despite the success of these and other insurtechs 

becoming public companies through merging with 

SPACs, there was a general market decline in 

valuations of these new public companies. S&P 
Capital IQ’s SPAC Insider data shows that as of 

September 30, 2021, 85% of the announced SPAC 

mergers were trading below the SPAC IPO price. 

This trend has caused concerns for many 

shareholders, securities regulators and market 

commentators. [See “Mergers & Acquisitions 
– SPACs” for further information on SPACs in the 

insurance industry].

Outside of insurtech financing and investments, we 

have continued to see a vigorous level of 

collaborations and partnerships in 2021—both 

between insurtechs and incumbent insurance 

players and between insurtechs and other 

insurtechs. Based on CB Insights and publicly 

available data, these partnerships and collaborations 

have included, for example, the following:

• HSBC Life and dacadoo have announced a 

global partnership to help customers improve 

and maintain their physical, mental and 

financial well-being.

• The AI-enabled insurance platform NOW has 

partnered with Hiscox on medical malpractice 

insurance policies for health care professionals 

on its direct-to-consumer marketplace.

• Farmers Insurance has partnered with SimpliSafe, 

a maker of home security systems, to make 

preventative smart home protection available to 

homeowners in Alabama, Iowa and Ohio.

• Amica, a mutual insurer of automobiles, will 

deploy three solutions from the Shift Insurance 

Suite to help ensure customers’ claims are settled 

quickly, accurately and as fairly as possible. Shift 

Technology delivers AI-native decision, 

automation and optimization solutions built 

specifically for the global insurance industry.

• eDriving, a global provider of digital driver risk 

management solutions, announced that it would 

be incorporating Jerry into its smartphone app, 

Mentor, to help commercial drivers save money on 

personal car insurance. Mentor users will be able 

to access Jerry’s customized quotes to bundle 

their auto with home and renters insurance.

• Progressive partnered with Fidelity Life to 

launch RAPIDecision Life One, a one-year term 

life insurance product designed for first-time life 

insurance buyers. This product can be issued 

without any need for a medical exam or a 

telephone call, and consumers will be able to 

obtain quotes by answering five simple 

questions. Policy premiums will start at $7 per 

month and customers will have coverage 

options ranging from $50,000 to $200,000.

• SimpliSafe announced a relationship that will 

offer USAA members savings on SimpliSafe’s 

DIY smart home security and professional 

monitoring systems. Policyholders will be able 

to choose between two different discounts on 

SimpliSafe product packages.
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• Hippo Insurance subsidiary Spinnaker announced 

a partnership with Outdoorsy to enter the RV 

insurance market. Spinnaker will supplement the 

coverage currently provided by Outdoorsy and its 

Roamly Insurance Group unit to create a fully 

end-to-end RV insurance offering. This suite will 

feature policies covering RV owners who rent on 

Outdoorsy or simply own an RV.

• USAA and CCC Intelligent Solutions announced 

a partnership to launch Recovery Assistant, a 

mobile auto claims experience app that would 

quickly and efficiently capture information to 

accelerate third-party claims resolution.

Other Trends in 2021

Additional trends that became increasingly salient in 

2021, include: (i) the increasing number of venture 

investors in the insurtech space; and (ii) the decreasing 

share prices of publicly trade insurtech companies and 

the associated impact on M&A activities.

According to data compiled by CB Insights, the 

number of venture investors (including venture 

capital, corporate venture, super angels and growth 

equity) has been increasing in the insurtech space 

over the past 10 years, with a big jump in 2021, as 

shown in Figure 3. CB Insights also reported that as 

of the third quarter of 2021, the second quarter and 

third quarter of 2021 witnessed the highest and 

second highest number of venture investors 

investing in insurtech deals in any quarter, with 570 

investors and 396 investors participating in 

insurtech raises in such quarters, respectively. Many 

believe that the increasing number of venture 

investors drove up valuations of insurtech 

companies over the past few years, and in some 

cases resulted in overvaluations in the eyes of those 

who evaluate insurance and insurtech companies 

based on more traditional metrics (such as whether 

a carrier-model insurtech has long-term sustainable 

loss ratios as its business grows).

In light of the high investor expectation regarding 

insurtech investment in 2021, perhaps it is not 

surprising that the share prices for many publicly 

traded insurtech companies declined in 2021 once 

earnings data did not meet such frothy 

expectations. As shown by the chart below, 

insurtech companies as a whole underperformed 

the S&P 500 since the second quarter of 2021.

While decreasing public insurtech share prices 

could dampen certain insurtech valuations, these 

lower valuations could also result in an uptick in 

M&A activity. As an example, in November 2021, 

Lemonade entered into an agreement to acquire 

Metromile in an all-stock transaction whereby 

Metromile shareholders will receive Lemonade 

common shares at a ratio of 19:1, implying a fully 

diluted equity value of approximately $500 million. 

The acquisition, if successful, will enable Lemonade 

to obtain a national foothold in car insurance, in 

addition to its existing presence in home, renters, 

pet and life insurance.

Other traditional drivers for M&A were at work in 

2021 and are expected to continue driving M&A 

volume in the insurtech space in the years to come. 

One such driver, for instance, is to add a 

complementary product or scale. If Lemonade’s 

proposed acquisition of Metromile helps to increase 

scale, Hartford Steam Boiler (“HSB”)’s acquisition of 

Zeguro, which closed in October 2021, added 

complementary products to better serve its 

customers. HSB, a specialty insurer and subsidiary 

of Munich Re, provides cyber coverages and 

services through agents, brokers, and insurance 
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Figure 3. Venture investors in insurtech from 2012 to Q3 of 2021. **2021 data shown is as of Q3, 
while the other data is annualized. Source: CB Insights

Figure 4. Select insurtech relative stock price changes pegged to zero beginning January 2021 and ending October 
2021, including S&P 500 to benchmark. Source: CB Insights (data sourced from S&P Global Market Intelligence)

Foreword continued

Undoubtedly, one of the biggest drivers of overvalued valuations 
for businesses in this space is the continued prevalence of venture 
capital (VC) investors who have turned to InsurTechs to expand 
their portfolios and make the most of relatively buoyant markets. 
If we look at the past 10 years, the number of venture investors 
participating in InsurTech is staggering — especially when 
considered through the lens of year-on-year new entrant activity. In 
this instance, we define a “venture investor” to include the following 
types of investor/capital: VC, corporate venture, super angels and 
growth equity. (Note, investors may have participated in multiple 
deals in a given year but will only be counted once in the data we will 
present in Figure 5).

The graph above shows the annual InsurTech funding totals ($ million). To date, 2021 totals $10.503 billion. This is $12 million short of the entirety of 2018 and 
2019 added together.

Figure 4 : Annual InsurTech funding totals, 2012 – Q3 2021
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In certain cases, the motivations of outside VC providers are 
relatively short-term focused and therefore greater emphasis is 
placed on volume and inbound growth versus sustainable loss (and 
therefore combined) ratios — or at least business models that can 
be self-sustaining without the assistance of investment capital. 
This venture investment cycle is self-perpetuating on the way up; 
venture capitalists are looking to drive valuations up, and this in turn 
attracts other venture capitalists who are attracted to these new 
areas of growth. This too is reflected in the steady and significant 
rise in venture investors participating in InsurTech investments over 
the years; that is to say, it is not just the prevalence of innovative 
technology in our industry or “the great untapped” that is luring 
new venture investors in. Given that there is clearly an increasing 
venture investor audience participating in the global InsurTech 
landscape, it is worth considering this every time a significant raise 
is completed or a new unicorn joins the blessing. It is also worth 
consistently checking back to the many motivations that a variety 
of investors have when we evaluate the timeline around the future 
of the InsurTech valuation peak — and perhaps most important, the 
types of investment motivations of the capital supporting InsurTech 
businesses. Bearing this in mind does help to rationalize certain 

valuations that might otherwise be considered irrational (relative to 
business performance on traditional [re] insurance metrics).  

Given that much of the capital coming into InsurTechs is attracted 
to volume and inbound growth (particularly of gross written 
premium), many of the most highly valued InsurTech businesses 
by venture investors are unsurprisingly risk-originating businesses. 
There are, however, many hundreds of InsurTech businesses that 
focus on distribution and business-to-business (B2B) software 
vendor models that might themselves be fantastic businesses but 
are unlikely to achieve the types of elevated company valuations 
that their carrier-model InsurTech cousins are commanding (at 
the moment). One cannot help but think that this current trend 
of overvalued businesses going public might not actually be a 
blessing at all. Will some of these underwhelming InsurTechs 
ultimately jeopardize our overall view of technology as it continues 
to come into our industry? Will they be the heat that dries up 
investment funding that should actually be looking for a better 
home? Only time will tell, but one thing is for sure: The vast majority 
of InsurTech businesses are unlikely to receive many of the dollars 
that dominate most InsurTech news stories.
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In 2012, we estimate that globally 153 venture investors put their 
capital to work into businesses that self-identified with the label 
of “InsurTech.” Two years later, in 2014, that number had nearly 
doubled to 278 venture investors. Two years after that, in 2016, it 
was on the road to doubling again to 511 venture investors. In 2021, 
we estimate that, to date, 1,118 venture investors have their attention 
firmly set on the world of InsurTech – almost 7.5 times the original 
number we estimate for 2012. These investors are situated across 
the globe with varying appetites and mandates; some have a very 
specific InsurTech strategy, and others are making the most of the 
opportunity as they see it. As Figure 4 shows, there seems to be 
no slowing down of venture investors wanting to participate in this 
space, and in the short term at least, this only looks set to continue. 
It does, however, make the grey matter (in terms of both promising 
InsurTech business, and market opportunity) and capital balance 
increasingly out of proportion (and as a result will continue to 
support [and drive] the sorts of frothy overvaluations we have been 
seeing for many years now — a financial game of musical chairs, if 
you will).   

Figure 5: Venture investors in InsurTech

**Investors may have participated in multiple deals in a given year, but will only be counted once in the data we will present in Figure 5

While we have not (visually) delineated the graph down to a quarterly basis for venture investor numbers in figure 5., we can see from our own raw data that, 
from a quarterly perspective, Q2 2021 saw a record number of VCs participating in InsurTech deals (570 unique investors). In Q3 2021, despite the number 
coming down from Q2’s peak, Q3 recorded a very impressive 396 unique investors writing InsurTech checks. This makes Q3 2021 the second highest 
quarter of unique investor activity, with only Q2 2021 being higher.
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Foreword continued

If we look at the average total percentage of mega-round deals 
per quarter, we can see that approximately 50% of InsurTech 
investment goes into mega-round deals. What is particularly 
interesting is that in the past few quarters, each individual mega-
round does seem to be representing an increasingly small(er) 
percentage of quarterly raises. This is most likely a reflection of 
an increased number of mega-rounds being done on a quarterly 
basis. We know that many InsurTechs before going public wish to 
embark on a big raise to increase their company value, and with 
it create unicorn status (i.e., start-up companies in the software 
or technology industry that are valued at over $1 billion). Four 
InsurTech unicorns were created in 2018, five in 2019, five in 2020 
and eight so far in 2021. Depending on your definition of InsurTech, 
it could be argued that there are now 24 InsurTech unicorns in 
existence.
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Figure 2 : Relative/comparable InsurTech stock price changes over time pegged to zero beginning January 2021, including S&P 500 
to benchmark

The topic of unicorn creation leads us to ask the same question we 
asked exactly two years ago (in the Q3 2019 Quarterly InsurTech 
Briefing): At what point does  a “group of unicorns” become an 
oxymoron? Well, it has come to our attention that there is such 
a thing as a group of unicorns: A “blessing” of unicorns is the 
collective noun for such a group. Are the InsurTech unicorns in 
our midst a blessing? That remains to be seen. In Q3 alone, there 
have been a couple of new unicorns added to this “blessing.” U.K. 
motor InsurTech Marshmallow joined the blessing club following 
an impressive $85 million raise, on a $1.25 billion valuation. Similarly, 
unicorns also publicly unveiled themselves this quarter as well. 
Just days after Q2 2021 closed, both Hippo (already a unicorn) and 
Doma went public. 

Figure 2 shows the stock prices over time of some of the global InsurTechs 
that have gone public. In order to create a graph of stock price change 
relativity, we pegged S&P 500 and eight InsurTechs at zero for the 
beginning of the year (Metromile, Oscar, Bright Health and Hippo are 
introduced at the point of going public with the same peg) to illustrate 
relative performance over the same time period. While this is extremely 
crude, what we are attempting to present is the convergence of  seemingly 
correlated public InsurTech stock performances. Interestingly, Duck 
Creek Technologies has moved away from the rest of the highlighted 
group and is performing closer to what we are seeing across the S&P 500 

Data sourced from S&P Global Market Intelligence

Figure 3: Annual InsurTech funding trends, including transaction volume and dollar amount, 2012 – Q3 2021
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The volume of investment capital in the first three quarters of 2021 has surpassed the $10 billion mark for the first time in a single year in InsurTech 
investment history.

This latest Quarterly InsurTech Briefing is announcing that global 
InsurTechs continue to see a strong trajectory in Q3. This quarter, 
global InsurTech funding reached an enormous $3.1 billion. This 
represents a 23% increase compared with the same period last 
year and is notably the second-largest funding quarter on record. 
For the first time in history, we are seeing in excess of $10 billion 
being invested in a single year into this truly global phenomena. The 
total number of deals is also now at an all-time high as well, with 421 
deals completed this year to date.

average. While we cannot read too much into the relative performance 
of one business, it is worth noting that with the exception of GoHealth (a 
marketplace), all other InsurTech models here present are risk originating, 
whereas Duck Creek is a software-as-a-service (SaaS) technology 
provider for our industry. Perhaps over time we will see that certain 
InsurTech business models perform better over time once they have gone 
public. To reiterate the point made in Q2, this highly correlated behavior 
of the InsurTech “pack” is possibly a reflection of how the market views 
InsurTech in general (as a single animal), and not (just) a reflection of 
individual business performance. 

Carrying on from the Q2 recordings, the stock price performance 
of many publicly traded InsurTechs continued to be a generally 
downward trend throughout Q3. While this does not seem to 
be dampening the trend of more InsurTechs wanting to launch 
an initial public offering (IPO) (and investment capital backing 
this trajectory), it will over time become harder and harder for 
InsurTechs to command the sorts of valuations that we have been 
observing if this trend continues in perpetuity. Additionally, it will 
become especially difficult for certain InsurTech businesses (to 
command current valuations) if it does become clearer/apparent 
that certain InsurTech business models are much more conducive 
to price defense, or at least performance of a more robust manner 

over time. It is worth noting, however, that the high(er)-valued 
InsurTechs (in the buildup to IPO) are currently still typically those 
businesses that are capable of demonstrating very high sales/
volume growth, and this type of growth can realistically only 
be supported by certain types of business models — typically 
risk origination. As we can see post IPO, however, per Figure 2 
of relative stock change performances on the prior page, risk-
originating InsurTech’s stock performance seems to be trending 
downward, as a group — at least for the time being. This is certainly 
something for us to keep an eye on. 

“The topic of unicorn creation leads us to ask the 
same question we asked exactly two years ago 
(in the Q3 2019 Quarterly InsurTech Briefing):  
At what point does a “group of unicorns” become 
an oxymoron? Well, it has come to our attention 
that there is such a thing as a group of unicorns: 
A “blessing” of unicorns is the collective noun for 
such a group. Are the InsurTech unicorns in our 
midst a blessing?”

6   willistowerswatson.com Quarterly InsurTech Briefing Q3 2021   7   
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companies that partner with HSB to add cyber 

insurance to their policies. Zeguro, on the other 

hand, provides a cyber risk management platform 

to small- and medium-sized businesses with online 

access to cybersecurity training, compliance 

policies and web application monitoring, helping 

these businesses identify cyber vulnerabilities and 

complying with various data security frameworks. 

After the combination of HSB and Zeguro, the 

combined company can provide both cyber 

insurance and security to its customers through 

HSB’s cyber coverage and Zeguro’s risk 

management platform.

Conclusion

The ongoing COVID-19 pandemic has imposed 

compressed timelines on companies across 

industries to adopt technology and innovation 

solutions to better serve consumer needs in a 

changing world. As a result, digital transformation 

has become a must-have for companies across all 

industries, including (and perhaps especially) the 

insurance industry which is still in the process of 

implementing consumer oriented technologies and 

innovations that are widely used in other industries. 

Given large amount of capital on the sidelines 

looking for targets and strategic opportunities in 

the insurance space, the decrease in valuations for 

some insurtech companies could create extra 

motivation for insurance players to increase scale, 

expand product scope and enhance insurance 

offerings through M&A transactions and 

collaboration deals in the near term, especially in 

the light of the urgency to adopt technology and 

innovation to stay relevant in the current consumer 

insurance market.

Insurtech Regulatory Developments

One of the key issues for the rate of adoption of 

insurance technology and innovation is insurtech 

regulation. In general, the state insurance regulators 

have tried to enable the implementation of insurance 

technology while balancing consumer protection 

concerns such as ensuring that consumers 

understand the insurance products that they are 

buying, insurance products are accessible and fairly 

priced without reference to criteria that could be 

regarded as discriminatory and individual consumer 

data is adequately protected and kept private.

Having spent much of their time on resolving 

issues related to the ongoing COVID-19 pandemic 

during its early stages, state insurance regulators 

were able to re-focus their attention in 2021 on 

more strategic issues related to innovation and 

technology. Two areas of particular focus for state 

insurance regulators in 2021 were: (1) the use of 

artificial intelligence (“AI”), including machine 

learning (“ML”), in the insurance industry, and (2) 

consumer data privacy and data ownership. [See 
“Cybersecurity and Data Privacy” for discussion on 

consumer data privacy].

Use of AI/ML

In 2021, a small group of states, consisting of 

Connecticut, Illinois, Iowa, Louisiana, Nevada, North 

Dakota, Pennsylvania, Rhode Island and Wisconsin, 

conducted a survey on insurers’ use and governance 

of AI/ML with respect to private passenger auto 

insurance. The survey was distributed to insurers 

writing private passenger auto insurance that also 

had national premium greater than $75 million. A 

total of 192 insurers responded to the survey. 



9M AY E R  B R O W N     |  

While analysis of the survey results is still ongoing, 

the NAIC’s Big Data and Artificial Intelligence (EX) 

Working Group presented some preliminary 

findings at the 2021 NAIC Fall National Meeting 

— namely, that out of the 192 responses, 168 

insurers reported that they were using or 

contemplating to use AI/ML. The Big Data and 

Artificial Intelligence (EX) Working Group also 

indicated that further surveys were to come and 

contemplated which lines of business should be 

surveyed next. Homeowners’ insurance and life 

insurance were identified as possibilities.

The use of AI and ML by the insurance industry was 

also addressed by some of the states separately 

from these NAIC initiatives. In June 2021, Colorado 

passed Senate Bill 169, which is intended to restrict 

insurers’ use of external consumer data. The new 

Colorado law prohibits insurers from using any 

external consumer data and information sources, 

as well as any algorithms or predictive models that 

use external consumer data and information 

sources, in a way that unfairly discriminates based 

on race, color, national or ethnic origin, religion, 

sex, sexual orientation, disability, gender identity 

or gender expression. Insurers will be required to 

test, and to demonstrate, that their use of external 

consumer data and information sources, as well as 

any algorithms or predictive models that use 

external consumer data and information sources, 

are not unfairly discriminatory. The Colorado 

Insurance Commissioner will hold hearings with 

stakeholders to inform the adoption of rules with 

regard to this prohibition and how insurers could 

demonstrate compliance. 

On May 24, 2021, the Connecticut Insurance 

Department (“CID”) issued a press release stating 

that it is diligently reviewing insurer practices with 

regard to the use of AI and big data to protect 

consumers from their possible misuse and 

resulting discrimination. The CID further indicated 

that its work was based on the guiding principles 

on AI established by the NAIC in 2020. The press 

release included a reminder that the insurance 

industry is expected to take proactive steps to 

avoid proxy discrimination against protected 

classes when using AI platforms.

Elevation of Innovation and Technology 
within the NAIC

In 2017, the NAIC created a new Innovation and 

Technology (EX) Task Force reporting to the NAIC 

Executive (EX) Committee. At the end of 2021, the 

NAIC elevated that task force to become its own 

“letter” committee—the Innovation, 

Cybersecurity, and Technology (H) Committee—

charged with coordinating NAIC efforts regarding 

innovation, cybersecurity and privacy and 

technology. This new committee will oversee the 

following working groups:

• Big Data and Artificial Intelligence (H) 

Working Group

• Speed to Market (H) Working Group 

• E-Commerce (H) Working Group

• Cybersecurity (H) Working Group

The reestablishment of the Cybersecurity (H) 

Working Group is covered in a separate section of 

this report [see “Cybersecurity and Data Privacy”].
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Other NAIC Workstreams

There are two other workstreams at the NAIC worth 

noting for the insurtech industry, although no final 

work product was issued by either of these 

workstreams in 2021.

First, the NAIC’s E-Commerce (H) Working Group is 

currently working on three surveys:

• a survey of insurance regulators with respect 

to state laws regarding the Uniform Electronic 

Transactions Act (UETA) and other 

e-commerce laws;

• a survey of insurance regulators with respect to 

exceptions related to e-commerce adopted in 

response to the COVID-19 pandemic; and 

• a survey of interested parties to: (1) identify 

specific technologies, electronic 

communications, electronic transactions, or 

forms and methods of electronic commerce that 

are prohibited or impeded by statutes, 

regulations, interpretations or practice of 

specific regulators, and (2) identify ways efforts 

to conduct business electronically are impeded 

by law or practice.

These surveys are meant inform the working group’s 

charge to develop “meaningful, unified 

recommendations” with regard to e-commerce, 

possibly in the form of a model bulletin.

Second, the NAIC’s Accelerated Underwriting (A) 

Working Group is working on an accelerated 

underwriting educational report. The report is 

still being developed, but is guided by the 

principle that regulators must ensure that the use 

of automation of life insurance underwriting is 

“fair, transparent, and secure.” —
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