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The Systemic Risk Behind Al-Driven Insurance

Al is transforming insurance operations while quietly reshaping how risk
accumulates across the market.



Al Across the Insurance Value Chain

Al is now embedded across core functions:
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Underwriting Pricing Claims
assessment models triage
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Fraud Portfolio
detection monitoring

Operational speed has improved significantly.
But structural dependency has also increased.
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Underwriting Automation

Underwriting models now process:

@il Financial statements

\ Behavioral signals
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Risk decisions that once took days now take seconds.

When underwriting logic becomes model-driven at scale,
exposure becomes tied to the assumptions inside those
models.



Claims Triage by Algorithm

Claims handling is increasingly automated.
Algorithms prioritize, route, and sometimes evaluate
claims before human review.

Benefits include:

::@ Faster response

) .
11 Lower processing cost

,;, Enhanced fraud detection

However, algorithmic triage introduces model bias,
data quality risk, and reduced discretionary oversight.
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Where Systemic Risk Emerges
The issue is not a single model error but correlation.

If multiple insurers rely on:

{@ Similar foundational Al models
@ The same third-party vendors
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Shared cloud infrastructure
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“ﬁ' Overlapping datasets

Then underwriting decisions and claims responses begin
to move in parallel.

Parallel behavior is where systemic exposure develops.



Aggregation Risk Across Models

Shared model architecture can lead to:

Simultaneous mispricing across
O portfolios

Concentrated exposure to specific sectors

I]ﬁ Delayed recognition of emerging risks

Amplified impact from data manipulation

oY
P

DDDD
2@  events

Al does not eliminate risk.
It can synchronize it.
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Governance and Coverage Implications

When Al-driven processes contribute to financial
loss, exposure may fall under:

Policy What It Covers
A Technology Professional Failure of advisory or model-
o}:a:{es Indemnity driven services
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og j_’o Cuiser FEurEmEE Data compr.omlse. or Model
§60d manipulation
@ D&O Insurance Governance oversight failures

Coverage depends on policy wording, declared Al
use, and control evidence.



Al is redefining efficiency in insurance.
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The more important question is whether risk governance,
model validation, and insurance structures are evolving at the
same pace.

Systemic risk rarely announces itself early.
It builds quietly through concentration.
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