Construction
Market Update

Australia - July 2021

Premiumrates

Contract Works - Material Damage (Annual)

+15% to +25%

Primary Construction Liability
+30% to +60%
( Excess Liability +20% to +40%)

Primary Design & Construct Professional
Indemnity (Annual)

+50% to +100%

( Excess Professional Indemnity +50% to
+80%)

Introduction
The first half of 2021 saw a continuation of the trends experienced
within the Australian construction insurance market in 2020.

Insurers have maintained their focus on underwriting profitable
and sustainable business for the long term and have continued to
exit underperforming sectors/occupations and poor performing
clients. The markets are still showing anincrease in rates and
excesses, areductionin policy limits and capacity, and further
scrutiny of policy terms and conditions. Compounding the
reduction in capacity we have seen notable exits from the market
with a major national carrier exiting the construction sector
completely and a major international insurer exiting the primary
construction liability market.

Contract Works — Material Damage

The Australian Contract Works market has started to show some
signs of moderating. While insurer portfolios are not necessarily
profitable, many underwriters are reaching the end of their
remediation strategy with premium rates reaching a point that they
believe will be more sustainable in the longer term.

As aresult, clients that have experienced two or three significant

rate adjustments over the preceding renewals and have positive
loss histories, are generally experiencing rate increases at the
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lower end of the scale. We are seeing increased competitionin the
market for these clients, but poor performing clients and those who
have not experienced the same rating adjustments can expect to
seeincreases at the higher end of the scale in this renewal cycle.

Contract Works insurers continue to focus on their exposure

to water damage and natural catastrophe events, which are
driving loss ratios. Clients are being scrutinised on their mitigation
strategies and work practices to minimise insurers’ exposures

to these losses. Increased major perils and water damage
deductibles are still being imposed within policies.

Insurers are still scrutinising prior loss
histories and notifications, with non-
conforming cladding and structural
defects being a focus particularly for
clients in the high-rise residential sector.

Primary Construction Liability

The primary construction liability market has experienced an
accelerated adjustment during the first half of 2021, with significant
rating increases being experienced by most clients. Worker-to-
worker/contractor injury claims continue to be the focus from
insurers and causes of losses in this space.

Worker-to-worker deductibles are stillincreasing across the board.
We have also experienced markets exiting this space which has
reduced the number of primary carriers available in Australia. The
Excess Liability market has moderated slightly with increases

in pricing at the lower end of the scale, following the significant
adjustments experienced in 2020.

Willis Australia Limited | ABN 90 000 321237 | AFSL No. 240600
CKA Risk Solutions Pty Ltd | ABN 33109 033 123 | AFSL No. 276915

Disclaimer: While all reasonable skill and care has been takenin preparation of
this document it should not be construed or relied upon as a substitute for specific
advice on your insurance needs. No warranty or liability is accepted by Willis
Australia Limited and/or CKA Risk Solutions Pty Ltd, their shareholders, directors,
employees, other affiliated companies for any statement, error or omission.

WTW758AU

willistowerswatson.com.au

Design & Construct Professional Indemnity
The Design and Construct Pl market remains extremely
challenging with insurers continuing toimpose large rate
increases, further reductions in capacity they deploy, focused
coverage restrictions and increased retention levels. Insurers
are still scrutinising prior loss histories and notifications, with
non-conforming cladding and structural defects being a focus
particularly for clients in the high-rise residential sector.

Certain sectors and occupations such as renewable energy, high
rise residential and waste to energy are particularly challenged
with many insurers not willing to provide cover for these projects or
clients, leaving the possibility of clients being uninsured or the cost
of the cover being uneconomical.

This trend is ongoing in the Excess Pl space where availability of
capacity is key rather than cost. Insurers are no longer discounting
their minimum premium levels to the same extent for capacity
deployed on an excess basis rather than at a primary attachment
point, meaning that, for certain programs, the Excess layers are
priced at the same levels as the primary layer. However, we are
seeing some new entrants in the Excess space as premium levels
are deemed to be nearing their peak and we expect that some of
this newer capacity will start to participate in the primary space in
the next 12 to 18 months, bringing back some competition to the
market.

The outlook for the second half of 2021 is more of
the same, as we do not expect any easing of market
conditions any time soon.
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