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BEST’S MARKET SEGMENT REPORT

Market Segment Outlook: 
US Title Insurance
The title insurance industry performed exceptionally well in 2020 and was the most profitable 
segment in the property/casualty industry, despite the pandemic and all of its inherent 
challenges. AM Best expects this trend will continue during the next 12 months albeit at 
perhaps a slower pace and is therefore revising its outlook for the US title segment to Stable 
from Negative. The industry proved to be far more resilient than anticipated in the wake of the 
sudden economic slowdown and lockdowns brought about by the COVID-19 pandemic. 

The outlook for the title segment had been revised to Negative from Stable on April 7, 2020, 
prompted by the sudden and substantial economic slowdown in the US as a result of the 
pandemic. The change to Negative was also due to questions about whether the US economy 
would be thrown into an extended recession owing to lockdown measures, business closures, 
tighter labor markets, and rising unemployment levels. 

The change to Stable takes into account the Federal Reserve’s decision in 2020 to cut the 
federal funds rate by 150 basis points, effectively bringing the rate to zero, as well as its 
decision to purchase assets in the open markets, including mortgage-backed securities. These 
two decisions lowered interest rates and brought the 30-year fixed mortgage rates down to 
near historical lows, which should continue to fuel real estate sales and refinancing activity in 
the real estate markets—and further the business activities of title insurers. 

Low interest rates accelerated the level of refinancing activity through the first quarter of 
2020. However, with the start of the pandemic, there was much uncertainty and skepticism 
as to whether this pace would continue. With the pandemic under way, AM Best believed that 
the economic slowdown and its impact on small business, housing, lending, and consumer 
confidence would temper refinancing activity through the remainder of the year. These same 
economic constraints, along with a presumed change in people’s behavior, were expected to 
negatively affect both commercial and residential real estate transactions and dampen revenue 
prospects for US title insurers. However, just the opposite occurred, as refinancing and home 
buying surged in the latter half of 2020. 

With 30-year mortgages at or below 3% for the first time, new and existing homebuyers were 
flooding the markets, looking to take advantage of historically low mortgage rates. This was 
evidenced by record refinancing activity during the year and 2020 being one of the most 
active years in home sales in recent memory. 

In March and April 2020, the impact of the COVID-19 pandemic was felt by all companies 
in the P/C insurance industry, due to temporary investment impairment, business closures, 
requirements for social distancing and other restrictive ordinances required by federal and 
state regulations. However, for the title insurers, advancements in digitization and technology, 
including online notorizations, played key roles in keeping the deal flow and business pipeline 
moving. The ability to interface with lenders and agents proved to be crucial in allowing title 
insurers to keep pace with the record number of closings during the year, all while following 
the COVID-19 guidelines.
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With the Biden administration’s initiatives set to address the economy and the pandemic in an 
organized manner, there is hope that the unemployment rate will fall further and that the US 
economy will return to a more solid footing. The availability of a number of COVID-19 vaccines 
and the administration’s goal to vaccinate more than 100 million individuals through the first 
half of 2021 fosters hope of a return to normalcy. 

Because of these factors, we expect the residential real estate market to remain strong in 
2021. Default levels should not be elevated, as in the housing crisis of 2007-2009, given that 
homeowners today have more equity in their homes. Nor are foreclosures expected to cause 
major disruptions, owing to enhanced provisions contained in the various stimulus packages 
passed by or proposed by Congress. 

AM Best also expects US monetary policy to remain accommodative through 2021 and 
beyond, resulting in a prolonged low interest rate environment. Low rates will support home 
purchases and refinancing, although the number of refinancings will likely be down from 
the historical levels of 2020. Sales of single-family homes will likely continue to rise through 
year-end 2022, while refinancing is expected to revert to “normal” levels. Given the lack of 
supply, we expect new construction of single-family homes to rise and to continue do so 
through year-end 2022, driven primarily by relocations and millennials entering the housing 
market. New construction of multifamily residential homes is likely to average a third of new 
single-family construction, while the commercial market and construction may remain tepid 
compared with residential market.

AM Best’s Market Segment Outlooks
Our market segment outlooks examine the impact of current trends on companies 
operating in particular segments of the insurance industry over the next 12 months. Typical 
factors we would consider include current and forecast economic conditions; the regulatory 
environment and potential changes; emerging product developments; and competitive 
issues that could impact the success of these companies. Best’s ratings take into account the 
manner in which companies manage these factors and trends.

A Best’s Market Segment Outlook, like a Best’s Credit Rating Outlook for a company, can be 
Positive, Negative, or Stable.

•	 A Positive market segment outlook indicates that AM Best expects market trends to have 
a positive influence on companies operating in the market over the next 12 months. 
However, a Positive outlook for a particular market segment does not mean that the outlook 
for all the companies operating in that market segment will be Positive.

•	 A Negative market segment outlook indicates that AM Best expects market trends to have 
a negative influence on companies operating in the market over the next 12 months. 
However, a Negative outlook for a particular market segment does not mean that the 
outlook for all the companies operating in that market segment will be Negative.

•	 A Stable market segment outlook indicates that AM Best expects market trends to have a 
neutral influence on companies operating in that market segment over the next 12 months.

We update our market segment outlooks annually, but may revisit them at any time during 
the year if regulatory, financial, or market conditions warrant.
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Best’s Financial Strength Rating (FSR): an independent opinion of an 
insurer’s financial strength and ability to meet its ongoing insurance policy 
and contract obligations.  An FSR is not assigned to specific insurance 
policies or contracts. 

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s 
ability to meet its ongoing financial obligations and can be issued on either a 
long- or short-term basis.

Best’s Issue Credit Rating (IR): an independent opinion of credit quality 
assigned to issues that gauges the ability to meet the terms of the obligation 
and can be issued on a long- or short-term basis (obligations with original 
maturities generally less than one year).

Rating Disclosure: Use and Limitations
A Best’s Credit Rating (BCR) is a forward-looking independent and objective 
opinion regarding an insurer’s, issuer’s or financial obligation’s relative 
creditworthiness. The opinion represents a comprehensive analysis consisting 
of a quantitative and qualitative evaluation of balance sheet strength, operating 
performance, business profile, and enterprise risk management or, where 
appropriate, the specific nature and details of a security. Because a BCR is a 
forward-looking opinion as of the date it is released, it cannot be considered as 
a fact or guarantee of future credit quality and therefore cannot be described 
as accurate or inaccurate. A BCR is a relative measure of risk that implies credit 
quality and is assigned using a scale with a defined population of categories and 
notches. Entities or obligations assigned the same BCR symbol developed using 
the same scale, should not be viewed as completely identical in terms of credit 
quality. Alternatively, they are alike in category (or notches within a category), 
but given there is a prescribed progression of categories (and notches) used in 
assigning the ratings of a much larger population of entities or obligations, the 
categories (notches) cannot mirror the precise subtleties of risk that are inherent 
within similarly rated entities or obligations. While a BCR reflects the opinion of 
A.M. Best Rating Services, Inc. (AM Best) of relative creditworthiness, it is not an 
indicator or predictor of defined impairment or default probability with respect to 
any specific insurer, issuer or financial obligation. A BCR is not investment advice, 
nor should it be construed as a consulting or advisory service, as such; it is not 
intended to be utilized as a recommendation to purchase, hold or terminate any 
insurance policy, contract, security or any other financial obligation, nor does it 
address the suitability of any particular policy or contract for a specific purpose or 
purchaser. Users of a BCR should not rely on it in making any investment decision; 
however, if used, the BCR must be considered as only one factor. Users must 
make their own evaluation of each investment decision. A BCR opinion is provided 
on an “as is” basis without any expressed or implied warranty. In addition, a BCR 
may be changed, suspended or withdrawn at any time for any reason at the sole 
discretion of AM Best.
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