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The Dynamics of P&C insurance solvency in Canada 

 
TORONTO – April 18, 2007. The Property and Casualty Insurance Compensation Corporation 
(PACICC) released findings today from the latest study in its “Why insurers fail” research 
series: The Dynamics of P&C insurance solvency in Canada 
 
The costs of insurance insolvency in Canada have been substantially lower than most 
countries.  However, the insolvency of insurance companies has been on the rise over the past 
few decades. There are a number of factors behind this trend.  Economic considerations 
include an insurance cycle that has been more volatile in recent years. Catastrophe exposures 
are increasing.  Historically, property and casualty insurance company insolvency has occurred 
in waves that coincide with periods of low industry profitability.       
 
Within this context, PACICC has conducted the first comprehensive study of the causes of 
insolvency in the property and casualty insurance industry in Canada. This study identifies 
some of the main characteristics of the 35 insolvencies that occurred during the 45 year period 
between 1960 and 2005. 
 
As part of its “Why insurers fail” series of publications, The Property and Casualty Insurance 
Compensation Corporation (PACICC) has produced this case study on the Dynamics of P&C 
insurance solvency in Canada, namely to: 
 
 the incidence of insolvency in the 1990s was higher than that of the 1980s, which was 

in turn higher than preceding decades 

 inadequate pricing and deficient loss reserves are the leading causes of failure for 
Canadian insurance companies 

 the incidence of insurer insolvency varies with industry profitability and the 
underwriting cycle 

 new insurers are more likely to fail than established insurers, and insurer survival rates 
for new entrants tend to stabilize after a decade of operation 

 
 

Printed copies of the latest “Why insurers fail” research study are available on request from 
PACICC. The study can also be downloaded from the Corporation’s website at 
www.pacicc.ca.  
 
For more information, contact Darrell Leadbetter at (416) 364-8677. 
 

***** 
PACICC is Canada’s national guarantee fund providing financial protection for policyholders in the 
event that a member property and casualty insurance company becomes insolvent. Since its 
establishment in 1988, PACICC has paid out $105 million to or on behalf of approximately 10,000 
policyholders.  


