Navigating Luxembourg’s Insurance Landscape Amid Rising Pressures

Luxembourg’s insurance market continues to stand out as one of Europe’s most resilient and
sophisticated. With total premium income reaching €46.4 billion in 2024—€19.6 billion of which
came from non-life insurance—the sector plays a vital role in protecting assets, businesses,
and livelihoods. Yet, beyond the headline figures, it’s the claims process that truly reflects the
strength and integrity of the market.

Annual Claims Payments: A Measure of Trust

Non-Llife insurers in Luxembourg return a substantial portion of premiums to policyholders
through claims. While exact figures vary, industry estimates suggest that over 60% of non-life
premiums are paid out annually in claims, underscoring the sector’s financial robustness and
commitment to policyholder protection.

One of the most significant property damage claims in recent years was a €48 million payout
following a fire at a logistics facility near Bettembourg in 2022. This case highlighted the
market’s ability to respond swiftly and transparently to large-scale losses, with insurers and
experts working in close coordination to ensure fair resolution.

Claims Trends: Rising Costs and Complexity

Claims inflation is reshaping the landscape. Across Europe—and increasingly in Luxembourg—
insurers are facing:

o Higher severity: Around 20% of claims now exceed €3 million, reflecting more complex
and costly loss scenarios.

e Longerresolution times: Supply chain disruptions and labor shortages are extending
repair and settlement periods.

o Digital transformation: Al is being adopted to streamline claims processing, reduce
fraud, and enhance customer experience.

In the UK, motor claims reached £11.7 billion in 2024, with repair costs alone rising by £1.5
billion. Luxembourg mirrors these trends, particularly in property and motor insurance, where
inflation and regulatory expectations converge.

What’s Driving Claims Inflation in Luxembourg?
Several factors are contributing to rising claims costs:

e General inflation: Luxembourg’s annual inflation rate rose t0 2.2% in June 2025, driven
by energy and food prices.

e Energy costs: Heating oil (+4.1%), diesel (+2.5%), and petrol (+1.0%) increases are
inflating repair and restoration expenses.

¢ Wage indexation: Automatic wage adjustments have raised labor costs, impacting
skilled services like construction and medical care.

e Service sector inflation: Professional services and logistics costs are climbing,
affecting business interruption and liability claims.



These pressures are making claims more expensive to settle and more complex to manage—
demanding greater precision and agility from insurers and experts alike.

Regulatory Oversight: The Role of the CAA

The Commissariat aux Assurances (CAA) enforces strict standards for claims handling.
Insurers must:

e Payvalidated claims within 30 days
e Maintain transparent and fair procedures
o Uphold Solvency Il capital and risk management requirements

The CAA’s oversight ensures that policyholders receive timely and equitable compensation,
reinforcing trust in the system.

Expert Standards: Chambre des Experts

Claims resolution often involves certified professionals from the Chambre des Experts, who
are held to rigorous standards:

¢ Independence and neutrality
e Clear documentation and traceability
o Timely reporting to support resolution

Their role is critical in ensuring that claims assessments are technically sound, impartial, and
defensible—especially in high-value or contentious cases.

Looking Ahead

As Luxembourg’s insurance market evolves, the claims function remains central to its credibility
and competitiveness. FUEDI celebrates the professionals—insurers, regulators, and experts—
who uphold the highest standards in claims handling. Their work ensures that when the
unexpected happens, policyholders receive not just compensation, but confidence.
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