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The news: The tough economic environment in 2022 didn’t spare the insurance industry,

which saw dried-up funding, tighter budgets, and competitive pressures. This year’s economic

outlook isn’t much brighter, but insurance firms are set to disrupt the scene with new

partnerships and technological advances. Here are the top four trends we are watching in this

space in 2023.

Trend 1: Partnerships form between startups and incumbents.
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Trend 2: M&A deals consolidate the market.

Competition between legacy insurers and new entrants is fierce, and each faces unique

challenges from a tough economic environment and intense consumer demand.

Incumbents struggling with a digital transformation will look to startups that base their

operations on new technologies to bring them up to speed. Meanwhile, the startups that are

trying to get their feet on solid ground and reach profitability will turn to incumbents for an

increased budget allowance and built-in customers.

Incumbents also bring their brand names with them, especially in very competitive markets

like the UK. Startups that link up with these established incumbents have a head start at

gaining consumer loyalty. One example is Lemonade’s partnership with UK-based incumbent

Aviva. While Aviva is well-known in the UK, Lemonade’s popularity in the US hasn’t yet

translated to the UK market.

Some startups spent 2022 adjusting their business models to attempt to combat challenges

like a lack of funding and high inflation, but their e�orts still fell flat. Now, these firms are

prime targets for M&A deals.

We expect firms that just can’t make it through another tough year to get scooped up by

startups that are further along in the growth cycle, or incumbents that see value in the

technology the startup has developed. 2023 will be the year the weak are weeded out from

the industry and the strong prevail.

https://www.reinsurancene.ws/lemonade-partners-with-aviva-amid-uk-launch/#:~:text=US%2Dbased%20insurtech%20Lemonade%20has,and%20get%20paid%20in%20seconds.
https://www.cbinsights.com/research-global-insurtech-report?utm_campaign=marketing_state-insurtech_2022-08&utm_content=google-prospecting-insurance&campaignid=270202443&adgroupid=128930004641&utm_term=insurtech%202022&utm_source=google&utm_medium=cpc&hsa_tgt=kwd-1643614496582&hsa_grp=128930004641&hsa_src=g&hsa_net=adwords&hsa_mt=p&hsa_ver=3&hsa_ad=615666392081&hsa_acc=5728918340&hsa_kw=insurtech%202022&hsa_cam=270202443&gclid=CjwKCAiAqt-dBhBcEiwATw-ggHVSUsOc08W4Fi6yn2RrbiiUrY_85A8KjXRvy3Mdn7DpfZwJxs8baBoCHZ0QAvD_BwE
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Trend 3: AI becomes the top disruptive technology.

Trend 4: Top brands bet big on embedded insurance.

Insurance companies will focus on reining in spending in 2023, but they will invest a healthy

amount into new technology that will allow them to automate tasks, create e�cient

processes, and provide customers with personalized solutions.

Artificial intelligence (AI) is the technology that will have the largest impact on insurance firms.

Aside from applications like chatbots, AI can be used in the underwriting and claims

processes. Instead of relying on historical models to price claims and determine appropriate

rates, AI will be used to collect more data than ever to generate more accurate policy prices.

The embedded insurance market is set to reach $70 billion in premiums by 2030, according to

research from insurance asset manager Conning, Inc. Consumers are craving simplicity and

ease when obtaining an insurance policy, and embedded insurance is the answer.

Some noninsurance companies are already venturing into the embedded insurance space. For

example, Tesla o�ers insurance during the purchase process of a new car. It also leverages

technology within the car to monitor driving behavior and passes along better rates to careful

drivers.

Startups that are seeking profitability will focus on low-code embedded insurance solutions

to partner with major brands and o�er insurance as a service as a main revenue source.

https://www.forrester.com/blogs/predictions-2023-insurance/
https://www.prnewswire.com/news-releases/embedded-insurance-distribution-could-exceed-70-billion-in-premium-in-the-us-by-2030-301718454.html
https://ffnews.com/newsarticle/exclusive-api-ification-and-embedded-insurance-from-tesla-to-amazon/
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This article originally appeared in Insider Intelligence’s Banking Innovation Brie�ng—a daily

recap of top stories reshaping the banking industry. Subscribe to have more hard-hitting

takeaways delivered to your inbox daily.

Are you a client? Click here to subscribe.

Want to learn more about how you can benefit from our expert analysis? Click here.
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