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Despite the diversity of 
the European insurance 
market and companies’ 
varied approaches to 
risk, insureds across the 
continent are challenged 
by increased rates and 
diminished capacity.

Climate exposures, increasing losses from 
natural catastrophes, and poor investment 
returns have contributed to escalating 
difficulties in the European construction 
market. Insurance pricing has increased, terms 
become more difficult, and capacity diminished 
as underwriters become more selective, 
putting insureds in a tight spot.

Today’s market reality follows a decade of 
generally flat or declining pricing during 
which carriers saw opportunities to enter the 
construction market. Several new entrants 
had limited experience operating in a difficult 
market, and ensuing price adjustments were 
swift and sometimes severe.

The COVID-19 pandemic has further 
underscored the interconnectivity of risk, 
leading to increased pricing and scrutiny.
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COVID-19 CHALLENGES 
AND OPPORTUNITIES
As with other industries, the construction sector 
faced unprecedented challenges in 2020 as the 
pandemic spread, sickening tens of millions 
and drastically changing business operations. 
Contractors changed their work practices to  
abide by social distancing measures. Supply  
chain challenges during the pandemic’s early 
months left many contractors struggling to source 
basic materials. At the same time, prices increased 
for scarce products, adding to companies’  
financial burdens.

Further, in order to abide by social distancing 
measures and keep their people safe, construction 
companies often needed to reduce their on-site 
workforce, which many times led to longer building 
timeframes. However, the pandemic has also been 
a catalyst for some companies to review and update 
health and safety processes and procedures, 
improving their safety profile. This mindset should 
persevere once the pandemic is under control, 
and companies should share new measures with 
underwriters to underscore safety improvements.

DECREASED CAPACITY, 
INCREASED PRICES
For insureds, the sharp increase in prices is only 
part of the challenge. With capacity decreasing 
and underwriters becoming more selective, there 
is a risk of not being able to secure the needed 
coverage within a project’s budget. 

As underwriters scrutinize each project — 
demanding quality data to make effective decisions 
— requests for information are izncreasing 
exponentially. Thus, insureds need to engage early 
with their broker and insurer, allowing time to 
gather quality information and market  
their program.

While the overall market remains challenging, 
there are exceptions. For example, renewable 
energy projects generally are considered strong 
and resilient in northern Europe, and there are 
more infrastructure projects developing in central 
Europe. Insurers are generally keen to participate, 
injecting a degree of competition in these areas.

PROFESSIONAL 
INDEMNITY REMAINS 
MOST CHALLENGING
More frequent and severe claims, together with 
decreased capacity, continued to put pressure on 
professional indemnity (PI) coverage. This has, for 
some years, been among the more challenging 
insurance lines for the construction industry. 
Sizeable claims and regulatory changes in other 
regions have translated into stricter underwriting 
discipline globally. Underwriters carefully scrutinize 
all applications, and are highly selective when 
offering coverage.

Insureds often face substantially higher PI rates 
and stricter terms. Despite capacity restrictions, 
insurers are keen to take on what they deem as 
“good” risks. It is, however, up to insureds to work 
with their brokers to present PI underwriters with 
information that underscores efforts to improve 
their risk profile.

In order to abide by 
social distancing 
measures and 
keep their people 
safe, construction 
companies often 
needed to reduce 
their on-site 
workforce, which 
many times led 
to longer building 
timeframes.

“
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UNDERWRITERS 
WARY OF VALUE 
CONCENTRATION
Capacity for construction “all risks” is shrinking and 
prices increasing, leading to difficulties for some 
insureds to secure coverage. With deductibles 
increasing, insureds face higher costs, with large 
contractors particularly affected.

Often, there are discrepancies between an insured’s 
request for coverage and what the market is willing 
to provide. Some insureds that agreed on specific 
terms in their contracts are finding that the market 
is not willing to provide that extent of coverage.

An increased concentration of projects is 
contributing to an aggregation of value in specific 
geographic areas. Because insurers are concerned 
with potential external risk — including natural 
catastrophes — they are limiting capacity in areas 
with a high concentration of value, making it 
challenging for insureds.

General liability insurance remains competitive for 
preferred risks, and rate increases are expected to 
remain moderate. Rates and terms tend to fluctuate 
based on project location, especially as some 
countries tend to be more litigious and have higher 
defense costs.

FUTURE DEPENDS ON 
INSUREDS-INSURER 
PARTNERSHIPS
Insureds have a role in minimizing the effects of 
the changing market. They can start by taking on 
a larger portion of risk, especially related to small 
claims, and allow insurers to focus their capacity on 
high severity claims like environmental exposures, 
pandemic, and natural catastrophes.

Further, more investment in risk mitigation 
strategies can help the market find the right 
balance. This is a two-way street: As insureds invest 
in new ways to help manage risk, insurers need to 
offer coverage for innovative approaches.

As we continue navigating a difficult market, it is 
important to develop strong relationships between 
companies working in the construction industry and 
their insurance partners. These partnerships should 
be built on trust and confidence.

For more information, visit marsh.com, contact your 
Marsh representative, or:

Philippe Onteniente
Head of Construction

Marsh JLT Specialty Continental Europe
+33(1) 41345180
philippe.onteniente@marsh.com
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SURETY MARKET CAUTIOUS, BUT STRONG
Surety markets are proceeding with caution, mainly due to the 
lingering effects of the COVID-19 pandemic that led to project 
tender delays, supply chain disruptions, strained cash flows, and 
difficulties getting workers to jobsites due to local restrictions. 
Companies have also seen their contract backlogs shrink. Such 
challenges, affected contractors’ ability to obtain surety support 
under favorable terms of conditions. Contractors with weak 
balance sheets, low liquidity, and those operating in the most 
affected areas or serving highly impacted industries experienced 
the greatest challenges in maintaining surety support or retaining 
the terms and conditions they were accustomed to.
Although the market has yet to experience 
meaningful and widespread losses, surety providers 
are concerned that state-support programs, 
while helpful, may create a longerthan- normal 
lag in contractor defaults, which may not be fully 
felt before late 2021. Similar to certain other 
coverage lines, some surety providers have pulled 
decisionmaking authority from local offices and set 
a lower threshold at which underwriting cases will 
require review by a credit committee, leading to a 
longer underwriting process.

Despite the challenges, the market remains 
strong and continues to attract new clients. Some 
companies that have historically relied on banks for 
required guarantees are instead turning to sureties. 
On the other hand, sureties are keen to support 
clients under syndicated structures with banks, 
where the two entities support clients

under a single guarantee facility and provide 
an efficient way for insureds to use all available 
guarantee capacity.

As experienced in similar economic downturns, the 
pandemic’s effect will likely continue developing 
over the coming 12 to 18 months. Sureties may pay 
more attention to underwriting project owners or 
prime contractors; in cases where they are bonding 
sub-contractors, they may closely review any risk of 
missed or delayed payments that could impact the 
client’s liquidity. Sureties are generally scrutinizing 
the profitability of new contracts as severe 
competition drives down margins. Mega projects 
that require large bonds will likely attract additional 
scrutiny due to their size and long-term nature. 
Considering the economic conditions, sureties will 
likely continue to look closely at bank agreements 
and may push for stronger terms and conditions.
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