In an already challenging market, it is
difficult to imagine a worse start to a
year for UK Insurers than 2020. As a
consequence, capacity is disappearing
fast!

• 2017 - The Government applied a change to the Ogden table

In May 2020, Lloyds estimated its COVID-19 pandemic losses at
between $3 billion and $4.3 billion, out of a total of $107 Billion
worldwide, however, it has been argued that this estimate is
conservative and that total losses will be closer to $250 billion.
Further, the Association of British Insurers predict that its
members will pay claims in the region of £1.2 billion.

• Property Insurance rates have been driven down to levels

It is a pivotal time in the Insurance industry, and many suggest
2020 will be the worst year in underwriting history. The market
was already struggling for a number of reasons including:
•

2016 - Solvency II was introduced with new capital
requirements for Insurers. This removed a significant
amount of capacity from the European market. Under
Solvency II, insurers must reserve enough capital to ensure
with 99.5% confidence they could cope with the worst
expected losses over a year. The rules take a risk-based
approach to regulation: the riskier the Insurers business,
the more precautions they are required to take. In 2016 a
number of Insurers were unable to meet these requirements, consequently companies sold or closed their doors
altogether. This included Gable Insurance who insured high
risk liability business.

rate. The Ogden tables are the agreed rating method in which
personal injury claims are calculated. The cost of awards paid
to persons injured that require long term care increased
significantly. As a result, any profit on Insurers Casualty books
diminished.
that were not sustainable, consequently, Insurers have
suffered losses on their property accounts in recent years.

• Lloyds has made losses three years in a row and to ensure its
future The Corporation of Lloyds has applied pressure on
syndicates to make profit and clean up their books.
Insurers came in to 2020 hoping for a profitable year with good
weather conditions and no unpredicted events. Hopes were soon
dashed with floods and storms in Yorkshire and the Midlands
between November and February causing significant property
losses. This was soon followed by the COVID-19 pandemic in
March causing substantial, Travel, Event Cancellation and
Business Interruption losses.
Approximately 5% of business in the UK are covered in respect of
Business Interruption caused by the COVID-19 pandemic and
these losses will run into billions.
COVID-19 is a worldwide issue and the reinsurance losses will
have a significant effect on the reinsurance market which will
result in reinsurers reducing the capacity on offer. This means less
capacity available to UK insurers, which will cause a dramatic
reduction in the desire to write business.
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Furthermore, Insurers face an erosion of insurance premiums,
as requirements for cover reduce due to the expected recession,
with some businesses going bust and some companies deciding
to remove covers or not insure at all.
The outcome of these factors of reduced capacity and an
eroding asset base, is that Insurers will have to rethink their
solvency calculations. Most likely they will look to reduce their
exposure in high risk areas, where there are greater capital
requirements. This means that some classes of ‘High Hazard’
Liability risks such as Roofers, Scaffolders, Waste and Motor
Trade Risks will find it difficult to obtain competitive cover.
In addition, some niche markets will struggle to obtain cover.
This is already starting to occur in Ireland where there is no
capacity for fairgrounds, ball parks, bouncy castle operators and
trampoline parks, resulting in these businesses having to close.

As a result of these issues, where cover is available, premiums
are likely to increase and we expect there will be a hard market
of some significance. Whilst high risk liability businesses are
likely to suffer the most, Insurers will be more selective when
allocating their capacity. With that in mind we expect Insurers to
be increasing terms on all classes and trades.

At Hallsdale Commercial we pride ourselves on our ability to find
cost effect solutions to meet our clients needs regardless of
market conditions.
We want to ensure that your insurance spend is no more than it
has to be. We are therefore proactive with risk retention and risk
management advice as well as having access to a wide range of
competitive markets.
If you would like a further review of your insurance requirements
to ensure that you have cover that meets your needs at the
most competitive premium then please feel free to contact us.
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