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FOREWORD

As underwriting risk appetite continues to shift,  
for clients this means entering annual discussions 
with their insurance advisor earlier than in previous 
years, and seeking strategic risk advice that creates 
value beyond simply focusing on tactical placement. 

It’s a time when stringent risk assessment procedures 
are required to properly assess the scale, magnitude 
and impact of insurance-related events, and the need 
to develop effective risk mitigation plans.

Client expectations are shifting too. In a more 
challenging market, the trusted advisor concept 
is being put to the test and, as a reminder of our 
commitment to achieve the best outcomes for our 
clients’ businesses, this is an opportunity for all 
service providers to step up to the plate and bring 
fresh thinking to the conversation. 

Directors, executives and those tasked with 
managing corporate risk programs are expressing 
increased concerns about the breadth and 
complexity of risk their businesses are facing; 
the need for strategic advice on transferring risk 
from their balance sheet to the insurer and the 
vulnerabilities associated with an evolving political 
and economic landscape. As always, the devil is in 
the detail, and the expectation is that strategic advice 
is backed by deep industry expertise and an accurate 
view of the market. 

From a risk perspective, business interruption and 
cyber liability remain top of the list of major risks 
discussed in Australian boardrooms (and globally).  
A deeper understanding of the associated  
financial loss and reputational risk will be integral  
to renewal discussions in the year ahead. 

Ultimately, the role of a trusted advisor is about 
building a relationship on the basis of shared values; 
having the right partnership and team around you, 
backed by high-quality experience, and the ability 
to face your future with confidence. We are 100% 
committed to this, every step of the way.

Here, our role extends beyond the placement of 
insurance and focuses on the value we bring to the 
businesses and local communities we serve. 

As always, you can rely on this report to provide 
meaningful commentary on all of these topics and 
more. Whether you are an existing client or new 
to Gallagher, our corporate advisory team actively 
welcomes a no-obligation discussion about your 
insurance and risk management program. Contact 
details can be found at the back of this report. 

2019 is showing every sign of being a big year for the Australian insurance sector.  
As the transitioning market cycle continues to play out over the next 12–18 months,  
we expect to see ongoing premium and rate movements adding to a sense of  
growing uncertainty for those heading into renewal discussions.

Executive summary

Sarah Lyons
Chief Executive – Australia

Paul Harvey
Managing Director – Specialisms

MARKET OVERVIEW REPORT | H1 2019 3insights.ajg.com.au/market-overview-h119



MARKET OVERVIEW

In a federal election year all eyes will be on the incoming government and the agenda they 
set to take the economy forward. Regulatory and legislative change has been cited as the top 
concern for Australia’s corporate organisations, accelerated by the rapid pace of change, and 
growing expectations of technology versus the harsh realities of data privacy and security 
amid a wave of cyber attacks.

2019 looks likely to be a year marked with significant ups and downs. On the 
upside, the impending general election has every potential to create a platform 
that fosters growth and change. However, the scaling back of planned migration,  
including skilled labour, and limited focus on powering research and 
development-related innovation through a mix of spending and tax breaks,  
are areas that may hamper growth and deter overseas investment.

The Australian economy looks set to deliver a 28th consecutive year of growth; 
tempered by political and economic volatility which is shaping expectations of a 
global economic slowdown with the flow-on change to investor risk appetite, and 
concerns about growing trading tensions.1

Brexit and the risks associated with the ‘leave’ and ‘remain’ agendas look certain 
to dampen Eurozone growth for the remainder of 2019. Blackrock evidenced  
this in its 2019 Global Economic Outlook Report, “We expect no immediate  
flare-up in the region’s political risk but believe investors are underappreciating  
medium-term threats to European unity.”2

Australian house prices, and the housing market generally, remains a hot topic; 
with the market sustaining a downturn and investors taking a fresh view on 
balancing risk and reward, and the prospect of negative gearing being tackled 
by the incoming government. While there is an upside for real estate agents 
and house builders as employment opportunities open up, at the same time, 
Australia’s two largest markets, Sydney and Melbourne, continue to track 
downwards, there is a growing sense the good times are on the wane. 

H1–2019
Market Overview

 2019 looks likely to be a year marked 
with significant ups and downs.
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The 2019 Federal Budget eased itself in without major debate, with limited 
reform and fiscal measures on the agenda. As with any budget announcement, 
there were winners and losers in the mix, without anything particularly innovative 
or controversial being offered up. 

Highlights include the instant write-off for small business assets, which will be 
extended to medium-sized businesses with the threshold increased from $25,000 
to $30,000 per asset. The promise of doubled apprenticeship payments of 
$8000 will no doubt act as a sweetener for businesses with skills shortages and 
production shortfalls. 

Infrastructure was a big ticket winner with $100 billion pledged to major 
road and rail networks across several states to improve connectivity between 
Australia’s major trading centres. While this will be welcome news to civil 
construction and engineering operators, it is expected that investment levels  
have reached their peak in 2019 and will start to decline from 2020 onwards.

Cyber security remained on the funding agenda, with almost $35 million  
pledged to combat activities that undermine Australian democratic  
institutions. The proposed introduction of cyber ‘sprint teams’ and a Cyber 
Security Response Fund all point towards growing concerns about national 
security, following a spate of cyber attacks in the past 12–24 months.

Elsewhere, Frydenberg’s buoyant perspective on surplus and growth, viewed  
by some as being through rose-tinted spectacles, forecasts 2.75% and 3.0%  
year-on-year growth over the next three to five years, and a Federal Budget 
returning to surplus. If this plays out as expected, the flow-on benefits in the  
form of personal tax cuts and additional government expenditure will play 
an integral role in maintaining the current year-on-year growth trajectory, at 
least for the foreseeable future. A contrasting global view was presented by 
economists at the Union Bank of Switzerland, predicting that multiple Reserve 
Bank interest rate cuts will be required by the end of the year, potentially as 
soon as July. As we move beyond the federal election, we will continue to monitor 
this situation with interest. 

MARKET OVERVIEW
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MARKET OVERVIEW

Australian Insurance Market Overview 

Hardening rates in 2018 drove upward premium movement, supported by 
positive economic momentum and ongoing capacity constraints across 
a number of lines, which have led to increased offshore and international 
placements in markets such as London and Singapore. 

Capacity challenges remain across a number of lines including meat and 
livestock, food and beverage, recycling, EPS and directors’ and officers’ Side-C 
insurance. This has led to placement challenges and the search for new markets, 
following domestic insurers backing out of commercial lines that no longer fit 
their risk profile, as they continue to work on remediating their books. 

Swiss Re, in its 2019 Australian Insurance Market report, is projecting 6% premium 
cost growth this year.3 Broadly speaking, this varies between carriers, and a 
strategic risk review as part of your renewal process will present a more accurate 
picture on what this means for your organisation specifically. 
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 6% premium growth forecast for 2019

Australia macro and commercial insurance forecasts and outlook trends (YOY%)
Source: 'The Australian Insurance Market' Swiss Re Institute (November 2018)

2016 2017 2018 (Estimated) 2019 (Forecast)

Commerical lines (YOY%) -0.2 4.3 7.4 6.0

Liability -1.6 2.7 6.6 7.0

Property 1.3 2.8 4.1 6.0

Motor 1.8 7.0 10.3 5.5

Marine -6.8 2.4 0.0 1.0

Others 2.8 17.2 25.3 5.0
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The Allianz 2019 Risk Barometer4 ranks business interruption (BI) as a  
top three business risk for Australia, which is mirrored across major markets 
globally including the United Kingdom, United States and Asia-Pacific. Business 
interruption remains one of the leading underinsurance and risk exposures for 
corporate organisations. The continuity risk scenarios businesses face vary from 
supply chain disruption, technology breakdown and data leaks through to acts 
of terrorism and political violence, which create a challenging agenda for those 
charged with managing risk programs. 

With property damage claims on the rise, underwriters are placing increased 
scrutiny on having an accurate picture of organisational risk practices, with 
emphasis on risk surveys and mitigation reports, claims history analyses and 
expectations of site visits.

For the first time, cyber joins business interruption as an identified major risk. In 
some respects, cyber presents a complex dilemma for the underwriter, given the 
covert nature of the threat and the innovative methods used by the perpetrators 
to hack accounts, steal data and extract money. The perpetrator isn’t the only 
concern, shareholders and customers are pushing back and seeking damages for 
losses associated with data breaches, IT outages and system failures. 

MARKET OVERVIEW

The Allianz 2019 
Risk Barometer 
ranks business 

interruption (BI) 
as a top three 

business risk for 
Australia.
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MARKET OVERVIEW

1. Deloitte Insights (February 2019)
2. 'Global Investment Outlook' Blackrock Investment Institute (BII) (2019)
3. ‘The Australian Insurance Market’ Swiss Re Institute (November 2018)
4. Allianz 2019 Risk Barometer (January 2019)

Mark Oatway
Managing Director – Placement

T: (02) 9242 2062

M: 0408 346 173

E:  mark.oatway@ajg.com.au

Source: Allianz 2019 Risk Barometer (January 2019)

Business interruption
Including supply chain disruption.

Changes in legislation and regulations
E.g. trade wars and tariffs, economic sanctions, protectionism, Brexit  
and Euro-zone disintegration.

New technologies

E.g. impact of increasing interconnectivity, nanotechnology, artificial intelligence,  
3D printing, autonomous vehicles and blockchain.

Cyber incidents
E.g. cyber crime, IT failure/outage, data breaches and fines and penalties..

Market developments
E.g. volatility, intensified competition/new entrants, mergers and acquisitions (M&A), 
market stagnation and market fluctuation.

The global premium pool for cyber cover and the expected risk exposures 
do not currently correlate. This is in part due to the challenges of gaining an 
accurate picture of the frequency and severity of cyber losses with the rapidly 
evolving nature of this risk. In this situation, the spectre of exposure and 
underinsurance is omnipresent. With the frequency of reported cyber events 
on the rise, we would generally recommend a review of your current cyber risk 
approach. In previous years many organisations have covered cyber risk through 
an extension to their property policy, as one example, which offers limited cover 
when compared to cyber-specific standalone cover. 

Elsewhere, climate risk continues to weigh heavily on the Australian business 
community, with the spectre of financial loss, business continuity pressures and 
the impact on supply chains and third-party vendors, all adding to an overarching 
call for united action by insurers to put in place the appropriate safeguards to 
protect businesses. While climate risk is in some respects unpredictable and at 
the mercy of the elements, organisations operating in high-risk zones should 
take particular care to ensure all appropriate safeguards are in place, should a 
weather-related event affect normal day-to-day business operations.

Over the next 12–18 months as the market continues to transition, we will 
continue to keep you abreast of significant market changes through this report 
and our 1:1 conversations with your team. Should any of the above information 
present questions and/or concerns, our corporate advisory team is available to 
discuss your risk program, and recommend any changes required to respond to 
prevailing business needs. 

Top 5 risks in Australia
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The biggest challenge for aviation insurance clients  
in 2019 is cost not just in terms of premium, but also  
in meeting insurers’ risk selection criteria.  

This is a reflection of the consolidation of the aviation 
insurance market. In contrast to the previous five to eight 
years when competition drove premium prices down, 
insurers are pushing for higher premiums in reaction to this 
sustained reduction in revenue while claims costs climbed.  

Both the domestic and the London markets are seeking 
premium rate increases. Aviation is one of the worst 
performing sectors for profitability for Lloyd’s of London, 
which notably has posted its second significant loss in the 
past two years.1 Now insurers are underwriting for profit as 
opposed to premium income.

Insurers that were previously chasing premium when 
market share was the main objective are now looking 
to reduce exposure to losses. The background to this is 
that in Australia up until 2017 there had been four major 
international insurers in the aviation space for about a 
decade, and then two withdrew from the market2  
within six months of each other, at least partially due  
to sustained losses.3

The subsequent lack of competition has positioned the 
market to increase premium rates, and also now, even with 
recourse to Lloyd’s of London syndicates, insurers remain 
more focused on having a clean book of business than 
getting premium in the door.4 

AVIATION

The Australian aviation insurance space has undergone a transformation in recent years,  
with reduced aviation insurance supply giving way to risk selectivity. 

High risk operations 
won’t fly with insurers

KEY 
TRENDS

Competition in the Australian 
aviation insurance market  
has decreased.

Risk selection criteria have  
become more stringent.

A new add-on product enables  
zero deductible on hull insurance.

Insurers are seeking higher  
premiums after a prolonged  
period of poor profitability.

Insurers that were previously chasing 
premium when market share was the 

main objective are now looking to 
reduce exposure to losses. 

insights.ajg.com.au/market-overview-h119 MARKET OVERVIEW REPORT | H1 2019 9



AVIATION

Aviation risk selection 
criteria are critical: what 

insurers are prepared 
to accept in terms of 

aircraft type, usage and 
pilot experience.

Zero deductible on hull insurance
Aviation Deductible Protection is a new add-on insurance product that provides the aircraft owner with the ability 
to purchase an insurance policy that reduces the hull deductible down to zero. One of our insurance partners has 
devised this product as a unique policy offering and we are one of the few brokers in Australia with access to it.

It is available on application only and is provided on a case-by-case basis at the underwriter’s discretion, in 
consideration of aircraft type, usage and pilot experience. There are some exceptions in each factor. At Gallagher we 
understand the parameters, gather that information from our clients and work on where it fits into the underwriters’ 
criteria. 

1. ‘Lloyd’s sees ‘green shoots’ as losses decline by half’ Insurance News (28 March 2019)
2. ‘AIG exit could cause premium hikes’ Insurance Business (5 June 2017)
3. ‘Where the money went: The 10 biggest causes of claims’ Insurance News (14 December 2018)
4. Australian Prudential Regulation Authority (2017)
5. Civil Aviation Safety Authority
6. ‘High flying: Australians turn to private jets for transport’ Financial Review (14 March 2015)

Damian Hooper
National Head of Specialism – Aviation

T: (07) 3367 5080

M: 0419 199 631

E:  damian.hooper@ajg.com.au

So the biggest perceived challenge that insureds and potential insureds face  
is cost, but in addition to that, risk selection criteria are critical: what insurers  
are prepared to accept in terms of aircraft type, usage and pilot experience. 
Owners and operators with previous loss histories are coming under greater 
scrutiny from insurers. 

With commercial aircraft operations there’s a greater emphasis by insurers on 
safety management systems, training, external audits and maintenance. They 
are looking for initiatives which give them assurance that the operator is taking 
action to reduce exposure to losses. The Civil Aviation Safety Authority sets 
standards for pilot experience and maintenance checks,5 but insurers are seeking 
more stringent levels than the regulatory minimums.

Rotor-wing aircraft are a particular area of scrutiny. Operators probably enjoyed 
the biggest reduction in premiums over the last decade and have also delivered 
the greatest numbers of losses for insurers. Now they are coming under strong 
pressure from premium increases given the inherently hazardous conditions 
helicopters are often used in: mountainous terrain, mustering, aerial survey work, 
agriculture and sling work. 

Private aircraft owned by corporates or individuals pose a completely different 
kind of risk.6 These extremely valuable assets can be potential terrorism targets, 
particularly if they belong to high-profile owners. Most applicable insurance 
policies exclude acts or war and terrorism, but cover for these exposures is  
readily available as an easy add-on. 
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Short on skill
The need for freight services continues to increase, but  
there just aren’t enough competent drivers to fill the 
demand. Truck traffic is predicted to increase by 50% 
by 2030 as Australia’s population continues to increase 
alongside the demand for Australasian products in the 
Asian market.1 Over 87% of employers in the transport 
industry have reported a skills shortage in the last 12 
months, with truck drivers the biggest area of concern.2  
A shortage of experienced or qualified personnel was  
cited as the biggest reason for the skills shortages 
employers face.3 

In the three years to 2018, trucking job vacancies have 
risen 60%.4 The transport industry is crying out for new 
entrants at all levels, with the shortage of competent 
drivers being one of the biggest risks facing the transport 
industry in Australia. While insurance coverage for 
inexperienced drivers is harder to come by, transport 
owners and operators should look to work with their broker 
to strategise ways to get inexperienced drivers more time 
behind the wheel, rather than dismissing hiring out of hand.

TRANSPORT

Running on empty

It is no secret that the transport industry faces a skilled driver shortage which is reaching 
crisis stage in the trucking sector. There may be drivers ready and willing to take on a role in 
the industry, but without experience it is increasingly difficult to secure a position, and secure 
insurance cover for owners and operators. The industry needs to come together to work on 
ways to bring more talent into its ranks before it’s too late.

KEY 
TRENDS

Trucking vacancies rose by 60%  
in the past three years.

Insurers only willing to insure 
inexperienced drivers on certain 
routes and in certain vehicles.

Industry needs to come together  
to reform licensing to help  
younger drivers.

87% of employers in transport,  
report skill shortage in the last year.

The transport industry is crying out 
for new entrants at all levels, with 

the shortage of skilled drivers being 
one of the biggest risks facing the 

transport industry in Australia. 
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Insurers will ask for set levels of experience before drivers embark on more 
challenging routes or in bigger vehicles, but are happy to set up exclusions 
to give younger drivers the experience they need to progress in their career. 
Insurers may say that a younger driver should only work certain routes or drive 
certain vehicles while they gain more experience, often for two or more years, so 
insurance cover can be made available. It simply takes an experienced broker to 
find the right level of cover to make sure your business can continue to grow and 
younger drivers can build their careers.

Safety first
It is important that the industry considers all of the ramifications of talent 
shortages and doesn’t rush to bring on inexperienced drivers. While we do face 
a challenge in bringing in younger drivers, safety must always be our top priority. 

Globally we have seen tragic examples of what a dangerous job truck driving 
can be. In Canada, an inattentive driver killed 16 youth hockey players in a 
collision last year, and has recently been sentenced to eight years in prison.5 In 
the aftermath of this tragedy, Canada has rewritten its laws around driver training 
and qualifications, and Australia should take note rather than waiting for an 
accident to occur. 

The Canadian government has instituted an entry-level training standard for truck 
drivers, alongside new and enhanced training requirements and road knowledge 
testing.6 In Australia, we’ve been discussing more formalised training for 
decades and still nothing has been done. Truck driving is a dangerous job, it puts 
millions of dollars’ worth of equipment at risk, not to mention hazardous loads or 
the people risk that having inexperienced drivers can bring to the road.

Currently the majority of heavy vehicle licensing courses are designed to be 
delivered in the shortest possible time, and focus on a driver securing licensing 
rather than learning the trade. Does this really enable adequate understanding 
of the risks of the job? If we had a more formalised licensing approach, that 
could also help navigate job shortages related to experience. Drivers don’t all of 
sudden become safer after two years, however, by giving younger drivers a more 
rigorous and formalised training regime, we can help better qualify drivers and 
enhance the standards of all drivers to a consistently high level. 

Currently the majority of 
heavy vehicle licensing 
courses are designed 
to be delivered in the 

shortest possible time, 
and focus on a driver 

securing licensing rather 
than learning the trade. 

TRANSPORT
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Roz Shaw
National Head of Transport

T: (07) 3002 2287

M: 0418 739 272

E:  roz.shaw@ajg.com.au 

Apprenticeship the answer to an ageing workforce?
While the situation in the transport industry currently is far from ideal, it 
could be about to get worse. According to the Australian Industry and Skills 
Committee, the average age of a worker in the transport industry is 45.7 This 
means that a large proportion of the industry is set to retire in the next two 
decades. While automation and technological advances may lessen this blow 
somewhat, the industry needs to get its house in order now or face a real crisis 
further down the road.

As an issue that is impacting the whole transport industry, the whole industry 
needs to work together to come up with solutions, looking at everything from 
the ground up. That means more work in schools to promote the transport 
industry, work on diversity to get more women behind the wheel and supporting 
younger drivers as they gain experience and driver skill qualities.

While it has been talked about in transport circles for some time, could an 
apprenticeship provide the answer? That would allow the younger members  
of the industry time to gain their experience, and give them an achievement  
at the end of their training period to work towards. 

With the Productivity Commission recently tasked with reviewing national 
transport reforms, now is the time for the industry to have its say.8  
The commission will look at all aspects of transport regulation and offers a  
valuable chance for the industry to voice its concerns, praise its triumphs  
and work together to find solutions for the challenges on the horizon. 

1. National Industry Insights Report, Transport, Australian Industry and Skills Committee (1 April 2019)
2. Australian Industry Standards, Transport and Logistics IRC Skills Forecast, 2017 (29 March 2019)
3. Australian Industry Standards, Transport and Logistics IRC Skills Forecast, 2017 (29 March 2019)
4. Labourforce Trucking Report April 2019 (29 March 2019)
5. ‘Truck driver in crash that devastated hockey team is sentenced to 8 years’ The New York Times (22 March 2019) 
6. ‘Truck driver training protocol will be in place within a year: Marc Garneau’ GlobalNews.CA (January 21 2019) 
7. ‘Transport and Logisitcs’, National Industry Insights (3 January 2019) 
8. 'Productivity Commission to tackle freight transport reforms’ Fullyloaded.com.au (5 April 2019) 

As an issue that is 
impacting the whole 

transport industry, the 
whole industry needs to 
work together to come 

up with solutions...

TRANSPORT
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Fail to plan
For property insurance classes, the food production 
industry is still being impacted by concerns surrounding 
combustible expanded polystyrene (EPS). After a spate of 
major fires both in Australia and overseas in recent years, 
insurers have upped their level of scrutiny around their own 
risk recommendations for clients. In the past, these risk 
recommendations may have been ignored but now, if they 
are not actioned or explained to insurers, food producers 
will be paying more for their cover, or run the risk of not 
securing full coverage for their business.

High cost claims linked to EPS and increased insurer 
scrutiny have led to a perfect storm for producers. For 
years, producers have been able to secure cover for a 
reasonable premium cost without too much difficulty. This 
means that some producers have not developed their risk 
mitigation strategies and processes adequately, which 
has now left some clients in a vulnerable position. Insurers 
are now backing away from the market or will continue to 
reduce their exposure unless mitigation actions are taken.

It is vital that food producers work alongside their brokers 
to strategise their approach to risk mitigation. We work 
with independent risk engineers to provide clients with 
the most appropriate advice for all the major perils they 
currently face and how best to mitigate these exposures. 

FOOD PRODUCTION

Packaging  
your risk

‘Prevention is better than cure’ may be an old adage, but it is certainly true in the food 
production industry. The insurance market for producers has undergone wholesale change over 
the last 12–18 months, and these changes are set to continue for several years. Insurers now 
require more detailed strategic plans on how food producers will mitigate the major risks facing 
businesses, or producers run the risk of insurance coverage not being available at all.

KEY 
TRENDS

Property insurance continues to 
change and EPS concerns tighten.

High cost claims linked to EPS and 
increased insurer scrutiny have led to 

a perfect storm for producers. 

Without action, food producers  
may struggle to have 100%  
of their risks covered.

Increasing insurer scrutiny requires 
demonstrated risk mitigation.

Working with a broker to strategise 
short and long term planning is the 
best key to success.
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We then provide evidence to insurers that these areas are being addressed and 
risk recommendations are being adhered to. Whether it be around business 
continuity planning or maintenance projects, internal risk culture, robust hot work 
permits or impairment notices, insurers want to know how their clients would 
respond to an event and how they plan to meet the risk challenges identified. 

Culture and cladding
Insurers understand that producers may not be able to commit to the total 
cost of a retrofit of EPS or sprinkler systems within their business in one hit, but 
producers must now show a detailed plan of action that relates to their EPS 
exposure. This means that if a panel is damaged or needs replacing, a panel that 
meets FM Global standards is used as the replacement as a minimum.1 

While many producers may hear mitigation and automatically think of the capital 
expenditure, there are areas of mitigation that can be cost effective and also 
have a huge benefit from an insurable perspective.

We have seen issues around the culture and ownership of risk that can be fixed 
relatively quickly while committing a low amount of capital expenditure. Training 
and education of maintenance and engineering staff to ensure they know their 
responsibilities with the hazards involved, and what to do in case of emergency, 
can also pay dividends. Many of the major losses we have seen over the last 
several years have been linked to poor internal risk management processes or lack 
of awareness. 

Internal quality assurance systems and risk mitigation strategies are fundamental 
for food producers to gain access to customers through major supply and 
supermarket chains. Ownership and understanding of risk comes from the top 
down so board level, senior staff and owners of a food production business  
need to understand the risks they face. Once risk is better understood at the 
highest level, it can be better understood throughout the business. Everyone  
has a role to play to make a business safer and better equipped against the  
risks it faces.

A lot of these risk mitigation activities take real buy-in from the producer. Insurers 
will present their recommendations and we, as brokers, can advise clients on the 
best course of action to take to get the best outcome for their business. 

Once risk is better 
understood at the 

highest level, it can 
be better understood 

throughout the business 
because everyone has 
a role to play to make 
a business safer and 

better equipped against 
the risks it faces.

FOOD PRODUCTION
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1. ‘Property Loss Prevention Data Sheets 1-57’ FM Global (January 2018)

Greg Paddon
Client Manager

T: (02) 9424 1711

M: 0427 240 486

E:  greg.paddon@ajg.com.au

Stephen Elms
National Head, Food Production

T: (02) 9424 1871

M: 0407 102 666

E:  stephen.elms@ajg.com.au 

Advice before insurance
Once the work has been done to identify the risks associated with our clients 
business, detailed plans are drawn up on mitigation projects both now and into 
the future. We then communicate this information to the insurance market so 
insurers and underwriters are aware of the actions our client has undertaken 
within the previous policy period, and what has been identified for mitigation 
work across the coming years.

The final piece of the puzzle is the actual seeking of insurance cover. So much 
work has been undertaken with our clients during the year, the placement  
of insurance is really the tangible evidence of whether the client's risk has 
improved or not.   

While placement capacity for food production risks still exists in Australia, this 
area of the insurance industry is becoming increasingly complex. We had a 
medium sized client that previously had five insurers on their property policy, 
their recent renewal saw this number of insurers more than double to 13. One 
of our larger clients requires 50 insurers to fully cover their risk. With this added 
complexity, added time is a necessity.

We view our relationships with our clients as a year round investment. Insurers 
will want to be updated on how mitigation works are progressing as they take 
a long-term view of risk management. As a producer, you will not be able to 
iron out all of your mitigation work in the short-term, so we work on a stepped 
process to give insurers the documentation and peace of mind they need as they 
build a relationship with your business.

There are real tangible results that are linked to detailed risk management. When 
insurers don’t have information, or feel uncomfortable with the information that 
they have, they price this into the premium they charge. We have worked with 
clients on in-depth risk mitigation strategies stretching over a number of years 
and the response from the insurance market has been profound. 

A specialised understanding of the insurance challenges facing food producers 
is becoming increasingly important. The market will continue to change and 
food producers need to ensure that they have the right advice on their mitigation 
strategies to receive the best outcome. 

While capacity for food 
production risks still 

exists in Australia, this 
area of the insurance 
industry is becoming 
increasingly complex.

FOOD PRODUCTION
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An issue at all levels
A recent spike in turf complaints in the professional ranks 
has led to an increased scrutiny on the grounds we call 
home. In AFL, players have voiced their concerns around 
the quality of the field at both Optus Stadium in Perth1 and 
Marvel Stadium in Melbourne.2 With Allianz Stadium in 
Sydney now under reconstruction, Sydney Cricket Ground 
will also face unprecedented use as the Sydney Swans, 
Roosters, Waratahs and Sydney FC all share time at the 
historic venue.3

Professional players have access to the best facilities in the 
world and if they are struggling, the amateur ranks could 
soon be in crisis. Anyone who’s been involved in amateur 
sport knows the lottery of pitches from week to week, some 
weeks you are playing in a dust bowl and others you are in 
a deluge. These often volunteer run clubs, may not have 
the expertise or resources to ensure that playing surfaces 
are up to scratch, especially given the multitude of sports 
played on them throughout various seasons.

While natural grass cops a battering from weather, overuse 
and under-funding, you may be thinking that artificial turf 
is the answer. However, this is another contentious debate. 
In 2015 the FIFA Women’s World Cup was played on 
artificial surfaces, which led players to launch legal action 
over injury concerns.4 More recently, several players for 
Scotland’s national soccer team withdrew from an away 
game in Kazakhstan where the teams played on an artificial 
ground. Scotland was subsequently upset 3–0.5

At the local level, artificial turf is expensive to both install 
and upkeep. And the jury is still out on whether playing 
on artificial surfaces can lead to more injuries than on 
traditional turf.6  

SPORT

Level the 
playing field

Sports fields hold a special place in the Australian imagination. Whether it is the hallowed turf 
of the MCG or the SCG, or the school sports oval, communities are built around the local teams 
and clubs that call these grounds home. With changing weather conditions, funding issues 
and overuse, our turf has never been more under threat and player safety is beginning to be 
compromised. 

Artificial turf adds risks of different 
injuries such as burns and grazes.

KEY 
TRENDS

91% of players believe their injury  
is linked to the surface they play on.

Sport clubs need guidelines and 
protocols to follow should they need 
to cancel a game.

Hire agreements are key to assigning 
liability should an injury occur.
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1. ‘Optus is as hard as I’ve ever felt it: Simpson on surface’ AFL.com.au (29 March 2019)
2. ‘Marvel Stadium’s shifting turf a concern for players and coaches’ The Age (24 March 2019)
3. ‘AFL 2019: Why rugby union’s problem could be a ‘disaster’ for Sydney Swans and AFL’ FoxSports.com.au (14 March 2019) 
4. ‘Women’s World Cup legal action over artificial pitches ended’ BBC Sport (21 January 2015) 
5. ‘Scotland captain Robertson misses Kazak trip’ Yahoo.com (18 March 2019)  
6. ‘Super Bowl 2017: Is a turf or grass field riskier for players?’ LiveScience.com (4 February 2017) 
7. ‘Optus is as hard as I’ve ever felt it: Simpson on surface’ AFL.com.au (29 March 2019) 
8. ‘Perceived links between playing surfaces and injury: A worldwide study of elite association football players’ Aimee Mears, Paul Osei-Owusu, Andy R. Harland, Alun Owen and Jonathan R. Roberts, 

SportsMed Open (20 August 2018) 

...the jury is still out on 
whether playing on 

artificial surfaces can 
lead to more injuries 

than on traditional turf.

Tim Roarty
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T: (02) 8838 5711

M: 0428 492 420

E:  tim.roarty@ajg.com.au 
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T: (02) 8838 5773

M: 0419 251 541

E:  steve.vanleeuwen@ajg.com.au

Injury impacts the real concern
Clubs, players and sporting codes aren’t concerned about the quality of playing 
surfaces for aesthetic reasons, playing on a damaged or unsafe surface can lead 
to serious injury. In the professional ranks, West Coast Eagles have seen a spate 
of foot injuries since they moved to Optus Stadium7 and, at the local level, who 
knows how many injuries have come from a less than adequate surface.

A 2018 study of 1129 soccer players around the world, found that 91% of  
players believed that the type or condition of the playing surface could  
increase the risk of injury.8

The use of artificial turf adds increased risk of different types of injury. Rather 
than standard contact and non-contact injuries, issues like burns and grazes are 
far more common on artificial pitches and can sideline players in the short term. 

From an insurance perspective, an increased rate and severity of injury could 
have a significant impact. While teams and leagues will be protected from 
player injury as part of liability cover for the game itself, if games are forced to be 
abandoned, rescheduled or moved due to the quality of playing surface, who to 
hold liable may be difficult to determine.

Risk management approach is key
Hire agreements between a club and the venue manager or owner are one 
of the best ways to protect both yourself and your players. We go over each 
hire agreement our clients have to make sure that liability is placed on the right 
parties, should an incident occur. Many clubs may be carrying liabilities that 
should fall under the remit of a venue manager or owner and, if something does 
happen, these can have a marked impact on a club.  

Mitigation strategies are also one of the best ways to avoid turf-related 
issues. For local clubs, that means having a set of agreed upon guidelines 
that volunteers can follow in order to call off a game if the pitch is not up to 
standard. It is far better to cancel a game than risk a player injury or further 
damage to a playing surface. 

The sports insurance market continues to change, which means insurers  
want more information about playing fields and surfaces and how you are 
protecting your players. Underwriting criteria are changing and insurers want to  
be sure that you are doing everything in your power to mitigate risks both now 
and into the future. 

SPORT
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Two key topics that are getting a lot of attention in every 
tender, report and client contact at present concern the 
interconnection of directors and officers’ liability (D&O) risk 
and cyber or technology risk.

D&O insurance renewals require particular care and 
preparation because the market challenges are significant. 
The impact of the banking royal commission has been 
felt across all sectors, and there has been unprecedented 
scrutiny of corporate culture and governance.

What’s interesting is the apparent connection between 
D&O insurance and cyber insurance, because data breaches 
carry significant trust and reputational risks. If a network 
security, procedural or control weakness is exposed, this 
will have a significant impact on a company’s ability to 
maintain shareholder relations, key trading partners and 
business confidence. 

Regulatory scrutiny of a data breach by the Office 
of the Australian Information Commissioner (OAIC) 
is increasingly likely and, when an earnings review 
follows, this may attract interest from the Australian 
Stock Exchange and Australian Securities Investments 
Commission.

Cyber attacks have become ever more sophisticated and 
when data is corrupted the breach response may be costly 
and complex to resolve, which increases the risk. Business 
interruption (BI) cover in cyber policies is increasingly 
recognised as a critical element of the overall cyber risk 
management plan.

The LandMark White’s data breach earlier this year 
illustrates the need for effective D&O and cyber cover.1 

PROFESSIONAL AND FINANCIAL RISKS

Watch your step: 
the business governance  
and cyber crossover

With data vulnerability an omnipresent threat and accountability shifting to board level, 
awareness of how cyber and D&O insurance can intersect is critically important. 

KEY 
TRENDS

Data security is increasingly 
interconnected with C-suite liability.

Listed companies’ share  
price fluctuations can involve  
D&O exposures.

Companies that are growing require 
continual oversight and attention.

Business interruption (BI) cover  
is becoming a critical element of 
cyber risk management.
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PROFESSIONAL AND FINANCIAL RISKS

Increased penalties for 
data breaches 
Proposed changes to the Privacy Act 
1988 include tougher penalties4 for 
data security incidents, including

What’s interesting 
is the connection 

between D&O insurance 
and cyber insurance 
that we’re starting 

to see now, because 
data breaches carry 
significant trust and 

reputational risk.

At the end of January approximately 100,000 of the property valuation 
consultancy’s clients' account details, including personal information and 
property values, were posted to a dark web forum by an unknown third party. 

LandMark White’s clients, which included the major banks, suspended the 
company and share trading activity was frozen. When the company resumed 
trading the share price dropped 10.6% to a four-year low. Along with the urgent 
need to respond to the data breach, the board was facing revenue loss and  
both regulatory and shareholder risk.

D&O exposure can also spike along the path of business growth. Recently 
Gallagher has been working with enterprises growing fast year on year; some 
doubling in size, and others increasing as much as tenfold in their scale, activities 
and investor base. 

Some of these entities are small cap stocks that have recently listed because 
they are poised to make a run – which also means that their D&O, cyber and 
technology insurances need to be adjusted and continually updated, requiring  
a different approach and focus than a larger more established business. 

an increased maximum penalty for repeated  
breaches of personal data of $10 million or

3 times the value of any misuse of information or

10% of a company’s annual domestic turnover, whichever is greater.

The OAIC will gain new infringement 
powers to impose penalties for failure 
to cooperate with efforts to resolve 
minor breaches of up to $12,000 for individuals.

up to $63,000 for bodies corporate

The OAIC will also have the ability to publish notices about breaches and the companies involved

notify individuals whose personal information has been  
accessed by a cyber attack.
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PROFESSIONAL AND FINANCIAL RISKS

1. ‘Embattled LandMark White shares drop 10.6 pc after data breach’ Sydney Morning Herald (18 February 2019)
2. ‘Venture Capital Funnel Shows Odds Of Becoming A Unicorn Are About 1%’ CB Insights (September 2018)
3. ‘Notifiable Data Breach scheme: the Australian Privacy Watchdog's latest figures’ MinterEllison (February 2019)
4. ‘Privacy Act amendments to pack a punch’ Clyde & Co, March 2019 and ‘Expect tougher penalties for privacy breaches from an OAIC with more funding and more powers’ Clayton Utz (April 2019)

Michael Herron
National Head,  
Professional & Financial Risks

T: (02) 9242 2064

M: 0466 391 061

E:  michael.herron@ajg.com.au

And when enterprises go on a run with performance that is not always positive,2 
previous highs may give way to a heavy correction, and that’s when D&O risk 
is most pronounced. These considerations apply beyond listed companies: to 
any enterprise looking to grow, restructure, enter new territories, release new 
products, adopt new distribution channels or raise money through a funding 
arrangement. Any changes from what they were doing previously needs more 
attention because the current D&O market is challenging. 

On the plus side, insurers are learning more about cyber risks and insureds’ 
exposures, and are enhancing their cover. Policy terms appear to be constantly 
evolving, and brokers are key to negotiating the optimal available coverage. 

A robust cyber risk mitigation strategy is not limited to internal review. 
Essentially it involves applying the same due diligence to the network security, 
controls and processes of contractors and external service providers. When 
clients improve their cyber security (and can demonstrate this), they can obtain 
better results in the insurance market. That said, companies may have the best 
data security and network protection, but their vulnerabilities can lie in the 
human factor.3 

Gallagher connects clients with risk management tools and services that offer 
cyber risk assessments and protection strategies. This includes human error 
management and training, auditing and due diligence, because if we can help 
clients work out where their exposures and vulnerabilities are, it reduces their risk. 

On the plus side, 
insurers are learning 

more about cyber risks 
and insureds’ exposures, 

and are enhancing  
their cover. 
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Since the last quarter of 2018 the Australian construction 
market has transitioned from stability and consistency to a 
market that is hardening at some pace. This is partly driven 
by a number of London insurers exiting construction or 
scaling back their offerings, reducing available capacity, 
as well as local insurers redefining their risk appetite as a 
result of year-on-year losses. It’s fair to say that insurers are 
no longer chasing premium, they are trying to avoid losses. 

The past year recorded many losses from mechanical 
failures, fires and natural catastrophes. A dam collapse 
in Colombia, estimated to cost more than $1.2 billion, 
may prove to be the largest construction loss in history.1 
The construction sector has for many years faced 
increased volatility, yet prices were still declining and 
broad coverage was generally available. This imbalance 
generated the inevitable correction we are seeing now.

For a construction insurance placement today, the insured's 
perceived risk exposure and their past history dictate 
market response. Insurers are now differentiating between 
contractors on the same project, where they perceive 
differing qualities of risk management, and in some cases 
not offering coverage for some contractors they consider 
to have a poor claims record. 

CONSTRUCTION

Put your  
house in order

A combination of major and attritional losses and market withdrawals has reshaped the 
Australian and global construction insurance market so there is less tolerance for perceived 
risk across all sectors and businesses must be meticulous in detailing their exposures.

KEY 
TRENDS

Premiums are going up,  
deductibles are increasing,  
and coverage enhancements  
are more difficult to achieve. 

Having a broker market the insured's 
business to the insurer provides a 
distinct advantage. Underwriters are 
ignoring or declining submissions 
they don't understand.

Quality of underwriting submissions 
is essential as underwriters seek 
to understand client risk before 
committing capital. 

The construction sector has for many 
years faced increased volatility, yet 

prices were still declining and broad 
coverage was generally available. 
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CONSTRUCTION

Professional indemnity 
cover remains 
challenging for  

both annuals and 
project-specific  

covers alike.

Professional indemnity cover remains challenging for both annuals  
and project-specific covers alike, due to high claims activity in the  
construction sector. 

Insurers are being more careful about particular risks and how much capacity 
they are prepared to offer. 

Liability is less affected by the prevalent market conditions than other 
construction classes. In order to better manage their books, some previously 
leading primary liability markets are now being more circumspect about writing 
primary construction liability business. 
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CONSTRUCTION

Cladding considerations
On first view, the recent decision in the Lacrosse Tower 
judgement,2 whereby the judge found no evidence that 
the builder failed to take reasonable care in installing the 
cladding, seems significant for the relationship between 
owners, builders and consultants. 

The judge apportioned liability for the $5.7 million 
of damages as follows: 39% to the fire engineer who 
approved the cladding, 33% to the surveyor who 
approved the building, 25% to the architect and 3% to 
the smoker of the cigarette that sparked the blaze. Given 
the fire engineer was likely paid less than $50,000 for his 
work, an appeal of the decision would not be surprising. 

While Lacrosse is a high profile case, there is a multitude 
of other cases under process where no fire has occurred, 
but the mere presence of aluminium composite panel 
(ACP) is triggering claims for remediation by owners 
and body corporates against contractors, and in turn by 
contractors against their consultants. The only winners 
from any of this is the legal fraternity. 

The professional indemnity (PI) market remains in 
a state of flux on the issue of cladding. Most major 
Australian PI insurers are applying comprehensive 
cladding exclusions to renewals, but many London 
insurers are taking a more considered approach and will 
consider either watering down the exclusion, and in some 
cases, removing it. Presenting the insured's case in a 
positive light is a must to obtain a favourable result.

In the current climate it is essential for companies with 
cladding risk exposure, whether as contractor, supplier 
or consultant, to conduct a thorough audit of their 
historical projects, and provide their PI insurers with 
notification prior to renewal and certainly to avoid a 
general cladding exclusion being imposed. Consult your 
broker about the limited markets able to offer renewals 
with limited or no cladding exclusions.  

1. ‘Ituango dam loss $1.2bn and rising’ The Insurance Insider (9 October 2018)
2. '‘Consultants beware – you might be liable for combustible cladding following the Lacrosse Tower judgment’ Clayton Utz (5 March 2019)

Roger Irvine
Head of Construction –  
Australia and Asia

T: (02) 9242 2035

M: 0424 005 448

E:  roger.irvine@ajg.com.au

Contractors and subcontractors with good claims records remain attractive 
propositions to liability insurers, however, primary liability insurers’ books 
are subject to profitability issues due to worker-to-worker claims or workers’ 
compensation subrogation actions, which may be lodged many years after the 
incident. Understanding the incurred but not reported (IBNR) history is a must. 
Five-year claims history is no longer sufficient – seven years is a minimum. 

In summary, construction is a long-tail business. Today’s losses come from 
projects or annual policies written several years ago, and consequently it will 
take insurers some time to return their books to the black. For construction 
businesses this means insurers now want more risk information than ever before, 
high quality underwriting submissions and a focused marketing campaign rather 
than a ‘send to all’ approach. These are essential in order to achieve the most 
favourable terms. 

$5.7 million of damages

39% to the fire engineer  
who approved the cladding

33% to the surveyor  
who approved the building

25% to the architect

3% to the smoker of the  
cigarette that sparked the blaze
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The value  
of a broker

EDITORIAL

Experience the value, with Gallagher
The value of a broker extends beyond the placement of insurance. Value sits at 
the heart of what drives longer term relationships - responsiveness, knowledge, 
communication and partnership - and a shared commitment to achieving the best 
outcomes for you and your business or organisation.

The role of Gallagher is simple –  
to help your business face its future with confidence.

How do we do that? By knowing your business, loving your industry and 
understanding the risks it faces. Insurance is fundamentally about protection, 
providing continuity and keeping the business moving forward.

Gallagher is much more than a simple price comparison service. We take the 
time to gain a deep understanding of your business and industry, and work in 
partnership with your team to implement a robust risk management program that 
protects you now, and into the future. 

Making sense of change and disruption  
in the insurance market
In the current market we are seeing premium and rate movement across  
many lines of insurance. While part of the conversation is understandably  
focused on balancing the need for certainty and security, forward planning is  
also required to manage the cost perspective inside the business and selling  
your risk into the underwriter. 

And with reduced underwriting risk appetite, policy wording may change –
meaning things that were previously covered may not be when it comes to renewal. 

In both cases, we can help.

An experienced broker can help your business by exploring all options available  
to your business and presenting a selection of coverage, pricing and funding 
options to ensure that you are fully protected. 
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Mind the gap
Clients are increasingly sharing concerns about their risk exposure and  
their need to feel confident there are no undiscovered gaps in cover.  
The value of fully understanding where your business is exposed to undue  
risk cannot be underplayed. As your trusted adviser, our role is to ensure  
you are fully informed on any gaps in your current insurance program,  
and where your risk management practices and culture would benefit from 
further attention and/or improvement.

Delivering the promise
In the event of a claim, we are your advocate and work closely with the insurer 
to achieve the best possible outcome. We have a strong track record in this 
respect. Working alongside Gallagher’s specialist claims advisory team you have 
the confidence that someone is fighting your corner and working with you at 
every stage of the claims process from lodgement through to settlement. 

EDITORIAL

For more information on the Gallagher approach to creating value for you, 
and your business, get in touch. We’d be delighted to have a no-obligation 
discussion on your current insurance and risk management program,  
or to undertake a strategic review if you are an existing partner. 

Knowing your 
business

Loving your 
industry

Understanding  
the risks
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We hope you have found this report valuable and that it has  
provided useful information on important events that are topical  
from an insurance and business perspective. 

Should you require any advice about your current risk  
management program, please contact us.
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Arthur J. Gallagher & Co (Aus) Limited. Operates under AFSL No. 238312. Any advice 
provided in this document does not consider your objectives, financial situation or 
needs. You should consider if the insurance is suitable for you and read the Product 
Disclosure Statement (PDS) and Financial Services Guide (FSG) before buying the 
insurance. If you purchase this insurance, we may charge you a fee for our service to 
you. Ask us for more details before we provide you with any services on this product. 
PDS available on request. Our FSG is available on our website, www.ajg.com.au. 
Arthur J. Gallagher & Co (Aus) Limited. ABN 34 005 543 920, Level 12, 80 Pacific 
Highway, North Sydney, NSW 2060. REF2444-0419-3.5

Gallagher provides thought 
leadership and insight into 

managing the risks businesses are 
facing across multiple industries.

To talk to an insurance 
specialist, visit ajg.com.au
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