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The demands of remote working, the economic consequences of 
multiple national lockdowns, and a last-minute Brexit deal were 
only a few of the events that affected the UK construction industry 
in 2020. Each contributed to a continuation of insurance pricing 
increases and pressure on terms that started two years ago.

The COVID-19 pandemic was a catalyst for higher pricing and 
coverage restrictions. Measures intended to slow the spread of 
disease led to project delays, while several owners and developers 
reassessed the commercial viability of planned projects.

At the same time, increased reinsurance costs and a higher 
frequency of claims led some insurers to re-evaluate their 
participations, diminishing the pool of potential lead markets 
and lowering overall capacity. While increased investment in 
short-tail risks offered insurers attractive returns, the longer-
tail construction sector failed to attract significant new capacity. 
Those few new entrants tended to have comparatively low levels 
of authority.

Overall annual policies have fared much better than single project 
placements where adjustments in underwriting philosophy were 
felt more acutely, often resulting in rating increases. In the early 
stages of 2021 ‘green shoots’ started to appear as established 
insurers look for growth in a market that has seen a global 
transition in rate and coverage.

“2020 difficulties 
expected to 
persevere, 
leading to a longer 
underwriting process 
and increased 
information 
requests.”
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A SWIFT 
TRANSITION
The market shift follows several years of lower 
prices and expanded terms and conditions. Many 
construction underwriters had no experience with 
such a change. The transition occurred rapidly, 
with prices increasing substantially for project 
placements, and terms and conditions changing 
quickly. Some insureds, especially those with 
multiyear project policies that are often extended or 
changed midterm, faced price increases or changes 
in coverage terms.

Markets that stopped writing construction policies 
in 2019 continued to influence project placements 
in 2020 as some looked to withdraw from 
policies requiring period extensions or midterm 
adjustments. Replacement capacity generally 
attracted significantly increased prices than 
insureds were accustomed to and had budgeted 
for. This change has applied nearly across the 
board, including for projects with good loss history 
and risk mitigation practices. Projects with a high 
claims frequency experienced greater difficulties.

The transition on annual policies has been far more 
restrained, especially for those accounts with high 
retentions and a good claims experience.

MORE 
UNDERWRITING 
SCRUTINY
Insurers are granting less authority to regional 
underwriters as they attempt to maintain 
consistency across their business and avoid 
deviating from basic core coverages for 
construction risks. Some markets have closed 
regional offices and reverted to London and 
European head offices, increasing the frequency of 
projects managed by the London market. Increased 
scrutiny for international risks and a more in-depth 
internal referral process contribute to a significantly 
longer placement process.

The pandemic has spotlighted delay in start-up 
policies, as well as provisions for infectious disease, 
cessation of works, and denial of access extensions. 
Many markets are seeking to impose COVID-19  
or pandemic exclusions, often regardless of 
whether they expect a project to face real exposure.

Insurers are carefully considering the overall period 
of policies; in some cases they are reluctant to offer 
more than seven years, and those that are willing 
typically require signoff from the head office.

There is also increased scrutiny on the provision 
of the widest defects coverage (DE5/LEG3//06) in 
respect to international risks and a general trend 
to offer smaller participation on individual risks, 
with further restrictions in areas exposed to natural 
catastrophes.

Initial feedback indicates that carriers have 
successfully navigated treaty renewals for 2021, 
with the emphasis being on the quality rather 
than quantity of new risks. Many markets want 
to maintain the same volume of business, but 
seek more attractive terms and conditions, which 
will likely result in a higher level of risk selection 
throughout 2021. A more cautious approach to 
natural catastrophe capacity is also expected.

INCREASED 
EMPHASIS  
ON QUALITY DATA
TThe market is expected to remain challenging  
for the near future, with underwriters continuing  
to scrutinize each project. Insurers are seeking 
more detailed risk information and using risk 
engineers to review all underwriting submissions, 
which will undergo in-depth scrutiny to achieve  
internal signoff.

Insureds should expect additional questions from 
insurers following the initial information review 
process. It is important to answer any questions 
promptly and in sufficient detail to satisfy the more 
stringent internal underwriting procedures. Any 
conditions, including “subject to” terms, need to be 
satisfied within the specified timescale since cover 
and terms cannot be confirmed until conditions are 
satisfied. It is good practice to have engagement 
with underwriters’ risk engineers and allow access 
to the project engineering team to give detailed 
feedback to any technical questions.

Increased scrutiny, combined with fewer 
underwriters looking at the current volume of risks, 
is prolonging the underwriting process. Insureds 
need to allow as much time as possible to engage  
in insurance discussions. Start the process early, 
and, if necessary, factor in the outcome  
of underwriting meetings in contractual  
discussions with project owners. 

We expect client and insurer partnerships to 
strengthen in 2021 as both insurers and insureds 
look to benefit from long-term relationships, or 
develop new ones that lay foundations for steady 
growth in the insurers’ book and minimal volatility 
in long-term pricing.
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Most Impactful  
Market Conditions
CASUALTY/LIABILITY
The casualty market is becoming more challenging, due in 
part to an increase in claims activity, especially in relation to 
cyber risk and the General Data Protection Regulation (GDPR). 
Insurers that have yet to see an uptick in claims are expecting 
them to start materializing. Lloyd’s markets are generally 
excluding cover following instructions to either exclude or 
positively look to provide cover.
Some insurers are including drone exclusions unless 
insureds are able to provide sufficient information 
about their use; cover will only be provided if 
insureds give acceptable answers. Large fire claims 
in refurbishment or fit-out projects have led to 
additional conditions and higher premiums for  
these risks.

The pandemic has contributed to delays in many 
construction projects, and some underwriters are 
adding communicable disease exclusions. While 
these are still a minority and typically requested 
when a project involves high-risk properties — 
such as, hospitals, schools, or prisons — more 
insurers may start requiring communicable disease 
exclusions in the coming months.

Claims and their associated costs are pushing 
some insurers to look for higher attachment points 
on excess layers. Reduced appetite is pushing up 
premiums. Further, insurers are under greater 
scrutiny from their internal governance, leading  
to even the simplest extensions or renewals 
requiring sign off. Even insureds with a good  
claims experience are struggling to secure  
reduced premiums.

While capacity remains available and most insurers 
are willing to take on what they see as “good” risks, 
it may become harder to place less conventional 
risks, and insurers may add cover restrictions in the  
coming months.

The pandemic has 
contributed to delays 
in many construction 
projects, and some 
underwriters are 
adding communicable 
disease exclusions.
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PROFESSIONAL 
INDEMNITY (PI)
Record losses and concerns about multiple risks, especially 
fire safety and cladding concerns, translated into higher rates, 
restricted terms and conditions, and a drop in capacity.  
Challenges started in 2018 and persevered, with many insurers 
adding exclusions to both renewals and new project placements.

Similar to most other insurance lines, PI underwriters are carefully 
scrutinizing each submission and requesting more information 
before taking a decision. Risk mitigation practices are highly 
scrutinised, with underwriters wanting to see ongoing efforts 
rather than one-time plans. 

Both annual programmes and project-specific submissions are 
typically requiring management signoff, which can significantly 
prolong the underwriting process. Many companies are  
struggling to comply with insurers’ increased information 
requirements, especially when they do not allot adequate time  
for the longer review.  

Companies that have good relations with their insurers, can 
present good loss records, and have already gone through a 
few years of rate adjustments are starting to see some levelling 
in rates. However, there are no indications that challenging 
conditions are going to reverse across the board. Companies 
should continue to concentrate on data-focused submissions and 
ensure they allow enough time for underwriting. Underwriting 
meetings are becoming more common and allow clients to answer 
underwriters’ questions in detail.

SURETY  
Although capacity remains available and prices competitive, 
underwriters are becoming more conservative and employing 
increased scrutiny to all submissions. Many underwriters are 
asking to meet insureds more frequently, and are keen to 
understand how the pandemic has and continues to affect  
cash flow.

Companies with good liquidity and a favourable credit history 
typically have no trouble securing the needed surety bonds.  
On the other hand, financially distressed clients will typically 
struggle to secure the right coverage. 

Despite fears that the pandemic would lead to a cash crunch for 
companies in the construction industry, government schemes 
have helped many businesses retain liquidity. There is, however, a 
possibility of cash flow challenges once the existing schemes are 
phased out.

Even after bonds are issued, insurers are keen to keep the lines 
of communication open and better understand how the bonded 
project is developing, especially as the country continues to 
navigate the effects of the pandemic and subsequent economic 
challenges. Due to increased economic uncertainty, employers – 
both private and public – will likely require enhanced security in  
the form of surety bonds in new contracts.  

Due to an increase in reinsurance costs, there is a possibility for 
surety prices to inch upwards over the short to medium term. 
Companies with strong credit performance are more likely to be 
able to secure competitive pricing. Others will likely continue to 
experience challenges securing coverage and might need to secure 
fresh bond capacity from different sureties, making it paramount 
that they start the process early.



DIRECTORS AND OFFICERS  
LIABILITY (D&O)
The D&O market has become more challenging for companies 
in the construction industry. Changes began to be felt midway 
through 2018, with insurers initially focusing their portfolio 
remediation activity on clients considered to operate in “high 
risk” industry sectors and those with material US securities 
exposure. In 2019, insurers intensified efforts to seek pricing 
increases across their portfolios.
The COVID-19 pandemic had a significant effect on companies’ ability to trade, access 
finance, undertake projects, and manage their balance sheet. The construction industry 
remains at substantial financial risk. Improvements to the market’s view of the industry’s risk 
profile are expected to take time as D&O insurers recover from a loss of profitability related 
to major losses. 

Premium increases, narrowing of cover, reduction of capacity, increased deductibles, and 
additional exclusions are likely to continue, although the market is expected to begin to settle 
as we progress through the year

Insurers are often imposing coverage restrictions, driven primarily by the type, frequency, 
and severity of claims. Securities-related claims for listed companies remain a risk factor for 
insurers. Anti-bribery and corruption investigations and insolvency risk continue to be major 
considerations for insurers for both public and private companies. Insurers are imposing 
anti-bribery and corruption investigation and insolvency exclusions, and securities retentions 
applied are at an all-time high. Cost increases are mainly driven by severe claims hitting the 
market, in some instances forcing insurers to exit the D&O space, decreasing capacity. The 
lower level of competition has made it easier for remaining insurers to increase premiums.

In this market, clients need to start renewal discussions early and communicate openly, 
helping insurers become more comfortable with the insured’s operations and planning. 
Underwriters typically are scrutinizing plans to minimize liquidity risk, demonstrated agility 
and success in countering pandemic effects, commitment to zero carbon emissions, board 
diversity, and other factors.
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