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Key Developments & the Latest Trends in Germany - From a Legal Perspective

Introduction to the German Insurance Market and its
regulatory framework

The insurance industry is one of the most important sectors of

the German economy, with over 500 million policies. 522 primary
insurers with over 500 million policies as well as 28 reinsurers are
currently supervised by the Federal Financial Supervisory Authority
(“BaFin”) and 534 smaller mutual insurance associations by the
state supervisory authorities. Supervision of insurance companies
is generally the responsibility of BaFin, while the supervisory
authorities of the federal states primarily supervise public-law

insurers whose operations

are restricted to the
‘ ‘ respective federal state,
and those private-law
insurers that are of lesser
economic significance.

. X N Although insurance
BaFin supervises 522 primary g
) ) intermediaries are not
insurers with over 500 ) .
subject to supervision
by BaFin, but rather by

the local chambers of

million policies in Germany.

commerce, every insurance
company is legally obliged
to ensure that it only

works with intermediaries
who hold the necessary
licence and who also comply with the relevant requirements. For this
reason, BaFin occasionally issues circulars concerning insurance

intermediation and its expectations.

Insurance companies are subject to the Insurance Supervision Act
(“VAG”). Insurers based in another EU Member State or an EEA
Member State that conduct business in Germany under the freedom
to provide services are primarily subject to supervision by their
home country. However, BaFin will intervene in consultation with
the foreign supervisory authority if it identifies breaches of general

principles of German law.

Under current regulations, insurance companies must carry out a
product approval process for every new or significantly amended
insurance product. They must identify a specific target market for
the product. And they must ensure that the product meets the needs
of the target market throughout its entire term - meaning, that it

offers appropriate customer value.
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Insurance intermediaries, which in Germany include brokers and
agents, must generally hold a licence under the Trade Regulation Act
(“GewQ"), although certain exceptions and/or exemptions may apply.
They also need to comply with the requirements of the Insurance
Intermediaries Regulation (“VersVermV™). An insurance agent cannot
simultaneously be a broker, and vice versa. Insurance advisers who
are paid exclusively by the client also require a licence. Referrers
(“Tippgeber”) do not require a licence, but their scope of activity -

particularly in cases of online referrals - is very limited.

In Germany, insurance contracts must meet the requirements of

the Insurance Contract Act (“VVG”), unless the provisions are

not mandatory or do not apply because the contract relates to
reinsurance or marine insurance. The VVG also does not apply to
large-scale risks (which, under the VVG, also covers cargo insurance
and certain liability insurance policies, as well as ongoing insurance

policies per se) regarding the provisions on freedom of contract.
Il. Key risks and their supervision
1. Cyber incidents

The threat posed by cyber incidents - driven by geopolitical
tensions, increasingly complex IT systems and the growing use

of artificial intelligence - do not only affect cyber insurance

policies, but is also one of the main risks for German insurers and
other entities of the financial sector. “DORA” Regulation (Digital
Operational Resilience Act) of the EU, in force since 2025, places
strict demands on the cyber resilience of financial institutions; cyber
incidents to insurers must be reported. BaFin is taking significant
steps to prevent such incidents and test resilience: it not only
promotes dialogue with firms to encourage prevention and conducts
crisis management and emergency drills, but is also gradually
implementing the Systemic Cyber Incident Coordination Framework
(EU-SCICF) in collaboration with national and European supervisory
authorities (including EIOPA). This framework is designed to improve
communication and coordination in the event of cyber incidents that

threaten financial stability.
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2. Al in the insurance industry

German insurers are increasingly using artificial intelligence (A

— from chatbots to risk modelling — primarily to boost efficiency

and cut costs. However, Al is rarely used in sensitive areas such as
pricing and risk assessment. Al is used more frequently in property
and casualty insurance and health insurance than in life insurance.
However, legal requirements (including the EU Al Act) and
regulatory requirements must also be observed: BaFin has published
a policy paper setting out minimum regulatory requirements and a

(non-binding) guidance on this matter.
3. Sustainability

Sustainability remains a key issue for insurers in Germany.
Advancing climate change and the long-term damage to vital
ecosystems are causing physical risks in particular to rise
significantly for property insurers (and reinsurers). German insurers
regard storms, floods and heavy rainfall as particularly relevant

to their business model. In this context, insurers consider the

availability of data for proper analysis as a particular problem.
4, Geopolitical tensions

In light of growing geopolitical tensions, state-sponsored cyber-
attacks are also becoming increasingly significant. Not least because
companies are increasingly outsourcing IT services to external
providers such as cloud providers, which broadens the potential
attack surface and increases geopolitical dependencies.

In addition to the threat from cyberspace, the risk of physical and

digital acts of sabotage against critical infrastructure also remains.
11l. Regulatory reforms and new laws / regulations

In future, the German insurance industry will have to comply with

two additional laws and/or regulations:
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1. Consumer insurances: Changes regarding the right of
withdrawal

In order to implement several EU directives, the German legislature
has passed a new law that also affects insurance law with particular
implications for consumers and the right of withdrawal and the

rescission of insurance contracts. This will apply from 19 June 2026.

11 ‘Cancellation button’ for online contracts

Insurance providers that enable contracts to be concluded

online must in future offer a simple and clearly visible electronic
cancellation function, a so-called ‘cancellation button’. The consumer
must be sent a confirmation of receipt with the content of the

cancellation declaration,

the date and the time of

receipt. ‘ ‘

1.2 Restriction of the
so-called ‘perpetual right
of withdrawal’ in the new
Section 8 VVG

From 19 June 2026, German insurers
offering online contracts to consumers

) must provide a clearly visible
In the event of incorrect P Y

"

cancellation instructions, cancellation button’”

policyholders in Germany
have previously been

able to declare their

cancellation even years

later if the cancellation

instructions were even slightly incorrect or incomplete. In the case of
no or incorrect cancellation instructions, the cancellation period did
not even begin to run. The consumer then had the right to reclaim

premiums already paid.

For contracts concluded on or after 19 June 2026, the 14-day
revocation period now generally begins with the conclusion of the
contract, provided that the consumer has received the insurance
policy and the contractual provisions, including the general
insurance conditions, and has been informed of their right of
revocation. For life insurance policies, the revocation period is 30

days.



The right of withdrawal expires at the latest twelve months and

14 days after the conclusion of the contract, provided that the
consumer has been accurately informed about the key points of
their right of withdrawal. Minor deviations from the statutory model
withdrawal policy are now harmless. For life insurance policies, a

maximum withdrawal period of twelve months and 30 days applies.

2. Financial Data Access Regulation (FiDA)

The FiDA Regulation of the European Union is currently only a
draft but it is expected to come into force shortly. The aim of the
FiDA Regulation, which also addresses insurance and reinsurance

companies, is to establish a uniform legal framework for the

From 19 June 2026, the perpetual
right of withdrawal for insurance

(open) exchange of data via
“ interfaces and to promote
more data-driven financial
services. Customers are to

be given greater control over
their financial data by financial
institutions (including insurers)
and be able to voluntarily
share this data with third

contracts in Germany will be
significantly restricted.
parties via a dashboard. For
example, insurers must, at the
customer’s request, share data

(e.g. from non-life insurance

policies) securely and in real

time with authorised third

parties. Insurtechs see significant opportunities here.

IV. Trends in the German market

1. Wave of consolidation on the German brokerage market

For several years now, a major wave of consolidation has been
observed on the brokerage market in Germany, and this trend is
still ongoing. This also affects broker pools, i.e. service companies
that bundle the business of independent insurance brokers in order
to take on administrative tasks, facilitate access to insurers and
negotiate better brokerage fees, thereby giving them a chance to
compete with large brokers. Members of broker pools are often also
affected by the consolidation. In some cases, broker pools are now
taking matters into their own hands and making their own purchase

offers to the members concerned.
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2. Insurance captives: No simplified licensing in Germany, but still
interest

Due to rising premiums, insurers’ demands for high deductibles and
scarce capacities or risks that are uninsurable, as well as the desire
for control, demand of large but also more and more mid-sized
German companies is steadily increasing for both captives and
protected cell captives. The appetite for captives is not just about
property insurance, but also about cyber, D&O, environmental and
reputational risks, as well as policies for employees such as company

pension schemes.

There are no concessions for captives and captive formations in
Germany so that the preferred location for captives is currently
outside Germany. Nevertheless, Volkswagen has started the process
of re-domesticating its captive to Germany from Ireland (start
January 2027) and Telekom has established a reinsurance captive in

Germany which is planned to start mid-2026.

There are intense discussions about easing the requirements for
captives with a clear desire to take into account the unique nature of
captives, namely their large gross premium volume but manageable
risk portfolio. The discussion in Germany also centres on captives
enjoying Solvency Il relief in accordance with the principle of
proportionality. However, this discussion has not yet led to any

changes.

As the European market is not uniform with regard to captives
regulatory framework, EIOPA attempted to standardise the market
with its Opinion on the supervision of captives of 26 June 2024,
which aims to facilitate risk-based and proportionate supervision
of captive (re)insurance undertakings and further harmonise
supervisory expectations in the context of creating a level playing
field within the EU.

3. The possibility of a faster legal process (in English) through the

newly introduced Chamber of Commerce

Legal proceedings in Germany can take several years. This is
unsatisfactory for both parties - (redinsurers and policyholders alike.
Since 2025, so-called Commercial Courts have been introduced in
selected courts across Germany, namely in Hamburg, Stuttgart,
Diisseldorf, Berlin, Bremen, Celle, Frankfurt (Main) and Munich.
They are designed to handle complex commercial law disputes —
and thus both liability and coverage proceedings - efficiently and
competently. Their use is voluntary, and the value in dispute must
be at least €600,000. Proceedings may also be conducted in English

upon request.



"\ ARNECKE

SIBETH
DABELSTEIN

Both liability proceedings brought by a company against its directors
and officers, as well as coverage proceedings under (re)insurance
law, can be conducted here. The advantage of these Commercial
Courts lies not only in the high degree of specialisation of the courts,
the concentration of technical expertise and the confidentiality
offering greater protection for trade secrets, but also in their
efficiency and speed compared to standard court proceedings. There
is no right of appeal against the first-instance judgment; instead,

a direct appeal to the Federal Court of Justice (BGH) is always
permitted, whereas in other court proceedings such an appeal must

first be authorised.

However, both parties must agree to proceedings before the
Commercial Courts. So far, insurers in Germany have been reluctant
to take this route, but the courts are seeing a sharp rise in liability

and coverage proceedings.
V. Case law to be observed

CEOs and D&O insurers are anxiously awaiting the ECJ’s ruling

- Federal Court of Justice refers decision on admissibility of
recourse of the company against managers for corporate fines to
the European Court of Justice

In Germany, it has long been a matter of controversy whether a
company can recourse against a manager for a fine imposed on the
company. This is a fundamental discussion that goes beyond the
issue of antitrust fines: Many laws and regulations stipulate that
violations can result in fines as administrative offences, both for
the person responsible as a personal fine and against the company.
The fines for companies are considerably higher than those for
individuals. In antitrust law, these can be up to 10% of the global
annual turnover of the company association. In Germany, the courts

have so far largely ruled against the possibility of a company seeking

recourse against its managers for fines imposed on the company:
the legislature would have made a clear distinction here between
corporate fines with a significantly higher range and the possibility
of profit skimming and personal fines. In addition, significant damage
should remain with the company; this would no longer be the case if
the company could seek recourse against the manager. At best, this
would mean that the manager’s D&O insurers would ultimately have
to pay the fines. However, in February 2025, the Federal Court of
Justice had to rule on this issue: it stated quite clearly that there was

no reason why a manager should not be held liable for a antitrust
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fine imposed on the company. After all, it is the managers who are
ultimately responsible for the unlawful conduct, as they are acting
on behalf of the company. Furthermore, although there has been a
debate on this issue for decades, the legislature has not deemed it
necessary to enact a corresponding prohibition. It is not apparent
why the liability provisions for executive bodies should be restricted
in this case. However, the Federal Court of Justice in Germany had
concerns as to whether recourse for corporate fines could violate EU
law, namely Article 101 TFEU. After all, according to this, companies
should be subject to heavy penalties for antitrust violations. If these
were ultimately to be borne by third parties, i.e. the executive body
or its D&O insurer, this purpose could be compromised. The ECJ’s

ruling is still pending.

D&O insurers fear this

decision greatly, as do the
managers. If the ECJ has “
no concerns, this would

mean a complete rethink
on the part of both D&0O

insurers and the managers:

German Commercial Courts now not

only allow complex D&O liability and
coverage amounts would . X
) insurance coverage disputes to be
have to be adjusted and

terms and conditions resolved faster with direct appeal to

changed if necessary. the Federal Court of Justice, but also

to be conducted in English.

In any case, in October
2025 the Frankfurt Higher

Regional Court upheld

a recourse claim by the

company against the CEO on the basis of a fine imposed under the
Securities Trading Act (WpHG) for the missing confirmation of the
balance sheet. This judgment is also not yet final and pending before

the Federal Court of Justice in Germany.



