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Your guide to the 
insurance market 
and how it affects 
your business.
Please note this document is of a general nature, provided for information purposes only and is not
intended to address your objectives, financial situation or needs. It should not be regarded as advice. 

Our Financial Services Guide is available on our website at ebm.com.au and contains important 
information about our services and what you can expect from EBM, including our remuneration, 
professional indemnity insurance, complaints process and how we are licensed and regulated. 

Please read it carefully.  
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Client focused insurance 
and risk solutions.

We believe in partnering with you to 
protect what is important to you.

Through our extensive network of local and global 
insurance markets, we have the expertise to support 
businesses with their insurance and risk solutions.



Global and local economic conditions continue to present 
challenges in the negotiation and placement of insurance 
programs across the general insurance market. Insurance 
placements and renewals over the last two consecutive 
quarters provide evidence that the insurance market 
continues to be ‘hard’. The result was a continuation of 
factors, particularly around the following being applied by 
Insurers: 

• tighter risk profiles (insurers constricting their 
acceptance criteria)

• increased scrutiny on property or activities  
exposed to higher hazards

• expectations of continuous and improved risk 
management

• reduced capacity limits available (especially on 
high-risk property)

• restrictive terms and conditions applied, and

• increased deductibles.

The availability and pricing of commercial insurance lines is 
expected to present further challenges, stemming from key 
factors including: 

• the impacts of COVID-19 

• continuance of catastrophic weather events/natural 
disasters

• increasing cyber-attacks

• social and political unrest, including the outbreak 
of war in the Ukraine

• insurer profitability 

• economic conditions, and

• increasing focus on Environmental, Social and 
Governance (ESG) for both insurers and insureds.

Overview of insurance 
market conditions
Your guide to the insurance market and how it affects your business

EBM Insurance & Risk is pleased to share insights into current market conditions across 
key business insurance classes, the various factors affecting the availability of insurance 
and the approach we will take to help you work through these challenges.
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Challenging conditions
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The insurance industry continues to be affected by the 
social and economic impacts of the pandemic including: 

• supply chain disruptions

• labour shortages

• materials supply issues

• changed working conditions

• border and travel restrictions

• reduced business activity

• claims inflation

• economic slowdown driving interest rates even 
lower and increasing credit risk exposures from 
businesses facing possible default, and 

• surge in health, travel and business  
interruption claims. 

COVID-19

As profitability wanes, insurers look to ways to limit 
their losses which, in turn, impacts the availability and 
affordability of insurance covers. Factors that continue to 
weigh on insurer bottom-lines include:

• frequency and severity of natural disaster losses – 
$AU2.78 billion in claims incurred in 2021 ($US116 
billion in insured losses in 2021)

• lower investment returns 

• high levels of litigation/class action activity

• increased reinsurance costs (flow on effects from 
global and local natural catastrophes / disasters)

• low interest rates

• supply chain disruptions leading to materials 
shortages

• inflation risks – core and social

• climate change and ESG factors, and

• uncertain economic outlook.

 
These factors have resulted in significantly higher  
pricing, reduced insurer capacity and restricted terms  
and conditions.

Insurer profitability 
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The general outlook for 
insurance purchasers in the 
Australian market is more 
optimistic as we look ahead to 
the second half of 2022.
While the general insurance market is still 
deemed to be hard, price increases are 
moderating with the exception of some 
classes of insurance, particularly cyber 
insurance.

Cyber insurance pricing rose sharply over 
Q4-21, particularly in the US (+130%) and 
UK (+92%). As the frequency and severity of 
claims continued to increase, insurers looked 
to change coverage terms and conditions. 
Within the Australian market, H2 2021 saw 
premiums rise an average of approximately 
105% compared to 2020. The result of which 
has seen local markets reduce their line 
sizes, on average by 50%, with heightened 
attention on security. 

While premium rate movement stabilised in 
areas of well-managed risks, cyber, liability, 
professional indemnity and complex property 
remain challenged. Coverage continues 
to be heavily scrutinised and a number of 
restrictions are being imposed across the 
board, such as infectious disease, silent cyber 
exclusions, and limitations for contingent 
business interruption. 

Claims inflation, increased frequency of 
natural disasters, and regulatory pressures are 
all contributing to the challenging Australian 
insurance market conditions. 

Pricing increases are expected to continue 
moderating throughout the year, barring 
unforeseen changes in conditions.

Impact on premiums Australian market snapshot
 
PRICING: +11-30%
Positive rate environment continues, with 
challenged risks experiencing large increases. 
Across some lines increases have moderated and 
volatility has stabilised – with the exception of 
cyber.

CAPACITY: AMPLE FOR LIABILITY, 
CONSTRAINED FOR PROPERTY
New capacity has entered the market for some 
lines and is being strategically deployed, with a 
focus on minimising volatility.  Appetite remains 
targeted and capacity restrictions continue for 
property, trade credit, employers’ liability/workers’ 
compensation and cyber.

UNDERWRITING: PRUDENT
Appetite for some risks is expanding as insurers 
focus on profitable growth. Underwriting discipline, 
rigour and scrutiny continue to strengthen, 
particularly for D&O, cyber and property.

LIMITS: FLAT
A trend towards insurers reducing maximum limits 
offered is emerging, leading to more layers and  
co-insurance per placement. Limits for D&O and 
cyber are decreasing.

DEDUCTIBLES: INCREASING
Deductibles have stabilised for some lines but 
further adjustments are required in market 
segments where underwriting performance 
remains strained. Increases are being experienced 
across property, employers’ liability/workers’ 
compensation and liability. 

COVERAGES: RESTRICTING
Coverage has restricted across liability, employers’ 
liability/workers’ compensation, and D&O. Property 
is stable, while trade credit is broadening. 



Hard market conditions – 
how they impact availability of insurance cover

The challenges facing the insurance industry over the last few years resulted in conditions hardening.  
Across the board, insurers are assessing which areas of the market they want to participate in and what  
measures they need to employ to do so. 

Hard market conditions are characterised by:

Expert guidance  
The extent that a new policy or renewal will be affected by the hard market 
will depend on your business’ risk profile, claims record, strategies for risk 
management, and the capabilities of your insurance broker.

Start early 
A three to four-month (six months for large 
businesses/insurance programs) lead time 
for renewals is advisable. Set an agreed 
strategy with your broker for your insurance 
arrangements over the forthcoming 
12-18-month period.

Be prepared 
Submissions to prospective insurers need to 
demonstrate strong risk management.  
Be prepared to answer in-depth questions about 
the business, provide the documentation to back 
up your position and work with your broker to 
effectively present underwriting information.

To
p 

Ti
ps
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• increased premiums

• less competition among 
insurers

• reduced capacity

• narrowing of coverage

• toughening risk criteria

• insurers exiting certain  
lines/classes

• extensions being dropped

• fewer policies being written

• conditions and warranties  
being more onerous, and

• renewals taking longer.

What this means for business is greater challenges to renew or expand insurance cover. It can potentially also mean that 
businesses need to take on a higher proportion of risk themselves.



With long-established local and global relationships, networks and alliances, EBM’s team of trusted 
advisors have the experience and expertise needed to help you secure the insurance and risk 
solutions you need.  

By working collaboratively with your broker, being proactive and involved in the process, and being 
prepared to answer more in-depth queries from insurers, you will be better placed to secure the 
cover you need. Your EBM Account Manager is an invaluable resource – get in touch. 
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Specific market conditions

The increased number of natural disasters in the last two years, such as hailstorms, 
bushfires and floods, has resulted in insurers continuing to raise prices for property covers.  
Property insurance prices in the Pacific region continued to moderate. Q4-21 saw prices increase 8%, down from 11% in 
Q3-21, 14% in Q2-21 and 20% in Q1-21. Within the Australian market, prices increased between 11% and 30%, as insurers 
remained focussed on profitability. Losses are being driven by the increased frequency and severity of extreme weather 
events and severe insured water, rainfall and flood losses. Also influencing premium rises are the supply chain disruptions 
which are causing higher costs for construction materials like lumber and steel, and significant inflation. 

Across the region, insurance capacity increased as elements of competition returned to the market for high-quality,  
loss-free clients. Despite the increase in capacity, challenges remain in securing cover for clients:

• in high-hazard industries

• located in catastrophe (CAT) zones or

• with poor loss histories. 

Insurer concerns about secondary CAT perils (e.g. hail, flood, cyclone, bushfire) continue to impact property pricing,  
with clients with exposure experiencing above-average rate increases.

January renewals saw market conditions divided between non-loss and loss-impacted programs. Australian property rates 
rose 10-25% for catastrophe loss-hit risks and 5-10% for catastrophe loss-free.

Local conditions are expected to remain challenging as insurers maintain their conservative approach to capacity 
deployment, pricing and deductible structures. While there are signs of stabilisation for some risks with less volatile 
exposures, rate increases, tight capacity, and rigorous referral underwriting are expected to continue.

Property insurance
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Local and global economic conditions continue to impact the construction and trade 
industries. As a result, costs are increasing exponentially, and this is having a flow-on 
effect on property insurance. 

If you underestimate rebuilding costs (with demolition) or the replacement value of assets you run the risk of  
being under-insured. That is why it is important to review plant, equipment and machinery covers to ensure the  
sums insured are adequate.

When nominating sums insured, be sure to ascertain the true replacement value of property, equipment and vehicles. 
Calculations should take into consideration factors such as:

• cost of many raw materials and supplies have increased

• availability of materials has declined

• freight costs have risen

• labour costs have risen

• labour shortages are creating backlogs, leading to higher costs and delays

• COVID-19 impacts are affecting supply chains and commodity prices, and

• imported goods, such as equipment, are often harder to obtain and take longer to be delivered.

All these factors mean that the cost to repair or replace assets like machinery and infrastructure will be higher. To avoid the 
risk of being under-insured, these costs need to be reflected in the sums insured. This means you should realistically assess 
replacement costs in light of price rises and talk to your EBM Account Manager to ensure you have appropriate cover.
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Property Sums Insured - plant, equipment & machinery



Professional and financial lines insurance 
classes remain under significant pressure, 
which has seen capacity reduce, restrictions 
in policy coverage applied, and premiums 
increase. 

Pricing in the Pacific region continued to rise, marking 
22 consecutive quarters of double-digit increases. 
However, the moderation trend continued. In Q4-21, 
increases averaged 18%, down from 25% in Q3-21,  
37% in Q2-21 and 48% in Q4-21.

Contributing to the moderation was a continued levelling out 
of pricing in D&O programs amid developing competition. 
Some clients saw improved pricing as competition developed, 
particularly for excess layers.

By comparison, premiums for professional indemnity 
(PI) cover continued the upward trajectory as capacity 
tightened further. The PI market has not been immune to 
the unprecedented loss levels associated with the hard 
insurance market, and premium increases to date have not 
been sufficient to offset the increase in losses. Concerns 
around increases in inflationary factors have also contributed 
to insurers being reluctant to offer large insurance limits and 
pushing for higher deductibles. 

Management liability lines including employment practices 
liability, statutory liability and crime insurance, have seen 
premium costs rise and coverage restrictions applied in 
certain industries. 

Following the global trend, cyber insurance remained 
challenging in the face of frequent and severe ransomware 
losses. These losses resulted in pressure on pricing and 
deductibles, and heralded reduced capacity and the 
narrowing of key coverages, with many programs unable to 
purchase historical limits.

Professional and financial lines
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Specific market conditions
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With an increasing focus on ESG among 
the public and, in particular, shareholders, 
D&Os are finding they must meet ESG 
expectations or suffer the consequences.

The prevalence of ESG-related litigation by shareholders 
and other stakeholders is increasing globally, particularly 
around failure to meet climate change and diversity targets. 
In light of this, it is important that boards take the time to 
understand ESG-related risks covered under their D&O 
insurance policies, and whether any exclusions such as 
environmental-related provisions should be reviewed to 
reflect their evolving exposures.

As insurers are continuing to move towards including 
ESG criteria to evaluate a potential policyholder’s risk, it is 
important for businesses to be prepared to outline how they 
address those risks when seeking an insurance program.

Whether looking for new covers or renewing existing 
policies, your EBM Account Manager will work with you 
to create a risk profile to present to potential insurers. 
Depending on your business, industry and insurance 
lines being sought, the risk profile should incorporate a 
sustainability profile that includes:

• the ESG risks faced

• strategies to address risks 

• ESG approach 

• demonstrate the commitment to specific 
environmental goals, and 

• detail social and governance measures/actions.

!

The economic and social ramifications 
of COVID-19 have had a profound effect 
on Directors & Officers (D&O) insurance. 
When the pandemic first hit in 2020, 
premiums skyrocketed. Two years on, the 
market is showing signs of stabilisation.

After consecutive years of price rises driven by tightening 
underwriting appetite and reduced market capacity,  
the Australian D&O market is starting to level out.  
Although market conditions remain challenging,  
they have moderated. 

Price increases continue but are decelerating,  
with increases of between 11% and 30% being applied.  
However, pricing varies widely. Some risks that experienced 
severe adjustments at recent past renewals (such as those 
within the retail and hospitality industries) are seeing smaller 
increases now, whereas challenged risks (such as those 
within the logistics and infrastructure industries) are still 
experiencing very significant increases. 

New capacity has entered the market, enabling program 
limits to be met more readily and creating some competitive 
tension. With more competition in the market, insurers are 
showing a greater willingness to compete for business. 
Insurers are being encouraged by major legislative reform 
to Australia’s class action regime, which is providing a 
dampening effect on the threat of opportunistic class 
actions.

Underwriting remains detailed and rigorous but greater 
confidence in terms of risk selection and improved trading 
conditions is resulting in more attractive terms being offered.

Cyber risks continue to be a key exposure for D&Os, with 
ransomware attacks increasingly prevalent and severe. 
As a result, boards will be subject to both shareholder 
and regulatory scrutiny as to how cyber risks have been 
managed in the event of a cyber incident.

It is expected the market will continue to moderate,  
with improving market appetite for select risks. Appetite  
for non-targeted risks is expected to remain limited.

Directors & Officers

Impact of climate change on D&O insurance 
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Supply chains have experienced unprecedented 
disruptions during COVID-19 and have impacted the 
marine and insurance industries. Despite a number of 
manufacturers slowing production due to operational 
challenges, a stockpile of goods have not been able to be 
shipped.

The backlog of goods awaiting shipment has been 
compounded by facilities not being able to operate 
efficiently due to labour shortages from lockdowns, or 
illness within the workforce. Together, these issues are 
creating liability risks for marine cargo operators.

Delays at ports have led to congestion and a shortage of 
empty containers, resulting in lower-quality containers  
re-entering the market. These containers present 
greater risks for insurers. In addition, overcrowding at 
ports has meant refrigerated containers are not able to 
be connected to a power supply to ensure the correct 
temperature is maintained for perishable cargos. As a 
result, cargo insurers have received more perishable goods 
claims.

Container losses at sea have also increased, further 
disrupting supply chains and posing a potential pollution 
and navigation risk. More than 3,000 containers fell 
overboard in the 12-month period. The rise in container 
losses is attributed to larger ships, more extreme weather,  

ships being closer to full capacity, misdeclared cargo 
weights (leading to container stack collapse) and the surge 
in demand for consumer goods. 

Political risks are also impacting transport and supply 
chains, with flow on implications for insurance. The trade 
dispute between China and Australia resulted in more than 
60 vessels being stranded at sea for up to nine months, 
unable to deliver their cargoes of thermal coal and unable 
to change crew. 

The Russia/Ukraine conflict is also having significant 
impacts on the shipping industry as nearly all of the 
world’s economies have seen a drop in international 
trade as a result of disruptions triggered by the war. 
The impact on shipping was almost immediate after 
the invasion started and has included issues with supply 
chains, transport routes including port closures, seafarers 
(wages and crewing) and vessel damage from explosions. 
Sanctions have also seen London insurers issue notices 
of cancellation on War, Strikes, Riots and Civil commotion 
risks for marine cargo and liability policies.

As the marine industry and insurers continue to deal with 
the impacts of COVID-19 and political unrest on supply 
chains and shipping activities, premiums are expected 
to continue rising as capacity declines and greater 
underwriting scrutiny is applied.  

Marine 

COVID-19 continues to impact the marine insurance industry. Premiums are continuing 
to rise as a result of challenging insurance conditions, pricing inadequacy, growing 
claims relating to legislation, spiralling losses and social inflation.

Supply chain issues & 
contractual liability

Australian businesses may face contractual 
liability exposure as a result of global supply 
chain issues. Difficulty in securing raw materials, 
coupled with workforce shortages, is seeing 
many businesses facing challenges in supplying 
goods and services. Those in the marine and 
transport and logistics industries are struggling 
to meet deadlines and delivery obligations.

Specific market conditions
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If contractual obligations are not met, 
businesses may be financially penalised under 
agreed performance provisions. This could 
mean a total loss of contract, or specified 
penalties for failure to perform to agreed 
timelines or standards.

Business owners should carefully evaluate 
contract clauses against their insurance 
policies to ensure no new liability exposure 
is unwittingly introduced. It is recommended 
businesses undertake extensive scenario 
testing and fully review risk exposure ahead of 
renewal time, so get in touch with your EBM 
Account Manager for valuable assistance.  
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Specific market conditions

A significant reduction in capacity is causing upward 
pressure on rates across all classes of business. 
Construction risks are being rigorously scrutinised, with a 
focus on risk management.

Across general cover, prices have increased a minimum 
of 15-25% for high-quality, loss-free clients, while 
policyholders with high-hazard and natural catastrophe 
(nat cat) footprints are being subjected to much higher 
increases. Insureds with poor loss histories are also seeing 
premium increases between 50% and 100%. Capacity 
constraints and withdrawing markets are resulting in 
additional premium loadings.

The contract works–material damage market remains 
particularly challenged as insurers look to improve 
profitability off the back of significant historical project 
losses. Pricing continues to increase while policy terms 
and conditions have deteriorated. There is a heightened 
focus on restricting coverage which has broadened 
significantly through the soft insurance market years. Cover 
for insureds with cyclone exposure locations is increasingly 
difficult to place.

Rigorous scrutiny of projects with complex risk profiles, 
that have nat cat exposures, and/or with contractors who 
have poor experience in the market is now standard, 
as is the need to provide technical information and risk 
management details for larger risks. Insurers are favouring 
projects with robust risk management plans while 
restricting capacity for those with heavy civil or nat cat 
exposure.

The liability market is also under pressure. Insurers are 
using capacity deployment and significant rate adjustment 
to offset historical losses and the growing reserve for 
long-tail claims. Third party liability has continued the 
trend of significant rating increases, with worker-to-worker 
and contractor injury claims the main focus. Major losses 
from faulty construction and the continuing increase 
in claims costs are also adding to premium increases. 
Markets available to provide construction liability insurance 
continue to decrease removing much needed competition, 
resulting in increased costing to insureds.

Construction 

Conditions in the construction market continue to harden as the impact of COVID-19 on 
the sector becomes increasingly evident. 

With sound knowledge and expertise in 
this sector, your EBM Account Manager will 
work with your business to build a strong 
business strategy, reviewing a range of risk 
management considerations, and access to  
a number of local and international insurers 
to secure the best result for you in the 
current market.
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Securing cover in the Design & Construction Professional Indemnity (PI) market  
remains challenging. The pool of insurers covering construction PI has reduced 
over recent years, and those that remain in the market are imposing rate increases, 
reductions in capacity, lower sub-limits, focussed coverage restrictions and increased 
deductible levels. 

Conditions in the construction sector have ensured insurers continue to scrutinise prior loss histories and notifications, 
with non-conforming cladding and structural defects (especially in the areas of water-proofing and fire safety) being a 
focus, particularly in the high-rise residential sector where there has been a large industry and media focus in recent 
years. Operators in the renewable energy, waste-to-energy, large-scale infrastructure projects, design and manufacturing, 
property developers, certifiers, fire engineers, geotechnical work, structural engineering and quantity surveyors are also 
particularly challenged. 

Working with your broker to develop a risk profile is integral to securing cover. These top tips may help:

• Make renewal enquiries early.

• Demonstrate how the business is actively managing risk. 

• Be prepared to provide detailed information about business operations, supply chain process and current risk 
management methods.

• Check policy inclusions and exclusions, e.g. in respect to Aluminium Composite Panels (ACP) exclusion 
wordings.

• Understand duty of disclosure obligations, be diligent in notifying circumstances that may give rise to a claim.

• Ensure the policy will cover contractual obligations, e.g. contractual terms such as broadly worded indemnities 
may not be covered by a PI policy.

Navigating the hard PI market
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Specific market conditions

Although renewal rates have increased, the rate of increase 
is reducing. Rate increases of approximately 10% for both 
property and liability lines are generally being applied. In 
2019 and 2020, rate increases for many mining clients were 
around 20%. 

Overall, some competition has returned to the Australian 
market for mid-sized hard rock mining companies. As a 
result, insurance program increases are generally in the 
single digits. Rate increases for soft-rock are levelling off at 
between 10% and 15%.

Within property lines, business interruption exposure is 
becoming increasingly significant. Fluctuation in pricing 
is also seeing commodity price caps being applied. 
Deductibles for time element extensions are also being 
standardised across programs.

The liability market has been challenging for a number of 
years. Capacity has reduced, with a number of insurers 
exiting the market, and premiums have risen significantly. 
The international liability market is seeing increases of 10% 
to 20%.

Within Australia, there have been varied pricing outcomes 
based on specific liability exposures. On primary layers, an 
increase in attritional claims has seen insurers seeking both 
premium and deductible increases. On excess layers, some 
clients have seen premiums double.

While the D&O market saw unprecedented levels of 
premium increases in 2020 (in excess of 250% in some 
cases), new capacity has become available and has helped 
to stabilise the market. Mining clients have experienced an 
average premium increase of around 35%.  

Underwriting decisions continue to be driven by an 
assessment of the traditional risk profile for most 
commodities, but ESG and sustainability are beginning to 
have an impact on market decision-making. Increasingly, 
mining companies are being asked to present their 
sustainability credentials as part of their insurance 
submission.

We have been advising our clients we are in a hard market 
for several years now, but it would seem this market is here 
to stay for some time.

Mining 

The buoyancy in the mining industry is being reflected in better outcomes for insurers  
(a return to profitability), leading to more capacity and more stable premiums.

Acute labour shortages across the mining and mining 
services industry are leading to increasing use of 
contractors. However, in the rush to secure  
sub-contractors, many businesses are failing to ensure the 
contract requirements in respect to insurance are being 
met.

Almost all contracting positions require sufficient insurance 
to be arranged before work is started on a mine site, the 
most vital of which is workers’ compensation. 

Contractors & workers’ 
compensation
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Unlike a company’s own employees, who are typically 
covered by the insurances held by the business, this is 
not necessarily the case when it comes to contractors. 
When it comes to workers’ compensation, if the 
principal (e.g. mining company) contracts with another 
person (the contractor) to perform work which is for 
the purpose of the principal’s normal trade or business, 
then both the principal and the contractor are liable 
to cover any workers the contractor may employ. 
Basically, each must have a workers’ compensation 

policy covering the contracted workers. In addition, if 
the contractor, in turn, sub-contracts the work to a sub-
contractor, then all parties – including the principal, the 
contractor and the sub-contractor – are liable to cover 
any workers the sub-contractor may employ. 

Principals should ensure that all contractors have 
current workers’ compensation insurance policies, and 
all workers should check they are covered.
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Specific market conditions

Negotiating farm insurance terms for both renewals and 
new business remains difficult. Significant rate and premium 
increases are being applied, while capacity is decreasing with 
some insurers either exiting the market or reducing their overall 
holdings. 

Insurers are scrutinising risks more thoroughly and requesting 
additional information such as aerial mapping, proximity to 
bushland surveys, bushfire plans and condition reports (with 
photos) of buildings. This in part has been driven by technology 
but also tighter constraints on underwriters who make decisions 
on behalf of Insurance companies.

Significant increases in the cost of farm machinery and 
infrastructure, due to both supply chain issues and increasing 
commodity prices and demand, influences repair and 
replacement costs. This, in turn, increases costs for insurers 
which impacts premium pricing. As a result, costs to insure 
machinery and equipment have risen significantly.  
Farm & Machinery Insurance is averaging a 25 to 30% increase 
in premium from 2021.

While insurance costs have increased, the agricultural and 
farming sectors are generally in good shape. The challenge for 
the next 12 months will be finding an operational cost balance 
in a fluctuating commodities market and hopefully some relief 
from natural catastrophes.

Agriculture and farming  

Insurance coverage across agriculture and 
farming industries remains challenging, as the 
global insurance market continues to harden 
with access to capital increasingly constrained 
and insurers’ underlying costs continuing to 
rise. Impacts from recent natural catastrophes 
such as cyclones, fire and floods across 
Australia are yet to be fully realised in terms 
of impacts to consumers across the broader 
agribusiness sector.
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Months of lockdowns since March 2020 around the world 
have upended the global supply chain, resulting in material 
shortages. The shortages come at a time when there has been 
a surge in new construction which has resulted in a dramatic rise 
in construction prices. 

According to the Australian Bureau of Statistics, construction 
costs across Australia have increased by 7.8% over the last year. 
Insurers are affected by the supply squeeze as it means they 
have to pay more to secure imported building materials such 
as lumber and steel, which feeds into claims costs. Shortages 
of materials and skilled labour are leading to schedule and cost 
overruns, putting upward pressure on claims costs.

Insurers have noted this is contributing to claims inflation, which 
is now impacting most product lines. Industry commentators 
have cautioned that claims inflation may worsen if a new 
disruptive COVID variant emerges. Even without another virulent 
strain causing disruption, it is expected that it will be another 12 
months before supply chains return to “normal” and ease price 
pressures. 

Claims inflation and COVID-19

COVID-19 has put extreme pressure on global 
supply chains. This, in turn, has contributed to 
claims inflation. 



Specific market conditions

In the Pacific region, Q4-21 saw prices rise 15%, mirroring the 
rise in the previous quarter but down from Q2-21 (18%) and 
Q1-21 (17%). Within Australia, price increases of between 11% 
and 30% have been applied. Substantial rate increases are being 
imposed on unprofitable risks and/or those in specific sectors. 

Claims inflation and reduced capacity among major insurers is 
impacting pricing and making securing coverage challenging. 
Underwriting remains prudent and insurers have a strong focus 
on risk selection. Reviewing policy wording continues. Some 
major programs underwent substantial restructuring of layers as 
underwriter appetite for excess layers waned.

Deductibles are increasing across-the-board for loss-affected 
risks and sectors as insurers seek to remove attritional type 
losses from their portfolio. 

Enhancements to coverage that were provided in the soft 
market are under review as insurers tighten coverage. Insurers 
are looking closely at contractual liability exposures and asking 
more questions around indemnities and hold harmless clauses. 
Coverage related to COVID-19 is being reviewed, with exclusions 
applied for most risks and industries.

It is expected that hardening conditions in the liability market will 
continue throughout the year.

Liability insurance  

As liability capacity continues to contract 
and premiums rise, securing cover remains 
challenging.
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The products most affected are professional lines such as D&O, professional indemnity (particularly medical malpractice), 
public liability – umbrella and excess – and commercial auto (particularly the transport industry).

Impacted lines are seeing premium rates increase, the limits offered by insurers constrict, and changes to terms and 
conditions. With this in mind, it is important to work with your EBM Account Manager to secure the best possible coverage.

 

Buzz word: Social inflation  

In the last few years, the term “social inflation” has been used a lot within the insurance 
industry. It is used to describe the rising costs of insurance claims resulting from things 
like increasing litigation, broader definitions of liability, more plaintiff-friendly legal 
decisions, and larger compensatory jury awards. These rising litigation costs have an 
impact on insurers’ claim payouts, loss ratios and, ultimately, how much policyholders 
pay for coverage. 
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I N  F O C U S 

Cyber

A cyber-attack is reported every 
eight minutes in Australia.
With escalating incidents of cyber-attacks and 
spiralling losses, the cyber insurance market is facing 
unprecedented challenges both locally and globally.
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COVID-19 has seen the number of 
cyber-attacks increase exponentially. 
In particular, ransomware incidents are 
surging – estimated as being up nearly 
500% since the start of the pandemic. 
As incidents have risen, so have the 
ransoms being demanded. The average 
ransom payment rose 43% to an average 
of US$200,000 from the last quarter of 
2020 to the first of 2021.

The emergence of accessible and relatively low-cost 
ransomware kits, or ransomware-as-a-service (RaaS), 
combined with a new attack method involving both data 
encryption and the publication of stolen data (known as 
double extortion) has seen the frequency and severity of 
attacks soar. 

Insurers are facing unsustainable losses which has  
led to the hardening of the market. This is seeing:

• capacity contract

• cyber security standards tighten

• premiums rise

• reducing limits of cover

• deductibles increasing

• cover inclusion changes

• ransomware sub-limits being applied

• co-insurance requirements being implemented

• more robust underwriting controls mandated, and

• coverage taking longer to secure.

Underwriters are placing increased scrutiny on the cyber security controls that are employed by insureds,  
and they are pricing risks accordingly. Policyholders need to demonstrate they have robust cyber risk mitigation strategies in 
place. Your EBM Account Manager will work with you to create a risk profile that details your mitigation strategies,  
which should include:

Securing cover

• multi-factor authentication (MFA) for all remote 
access to the network

• MFA for all privileged user accounts

• file encryption

• endpoint detection and response (EDR) tools

• network monitoring solution

• system and organisation controls (SOC)

• segmentation of data

• immutable back-ups

• data/unauthorised user purging

• procedures to regularly update computer systems 
and carry out critical patches

• staff cyber security training

• third-party IT vendor management controls, and 

• comprehensive business continuity and disaster 
recovery planning.



Insurance Market Summary  |  May 2022  |   ebm.com.au   Page 24

The risk and insurance market remains challenging. The moderation in commercial 
insurance price growth is expected to continue throughout the year, notwithstanding 
unforeseen changes in conditions. The exception to this is cyber insurance, with this line 
expected to see further hardening. 

Despite a moderating trend in pricing increases for many commercial lines, the market will remain hard for the foreseeable 
future. Premium relief is unlikely to be forthcoming, but rather there may be stabilisation of the current rates for most 
classes. 

Across a number of lines, insurers are beginning to indicate that they are keen for new business and underwriting will be 
more flexible. However, this has yet to eventuate. 

There is no return to a soft market on the horizon and some industries need to prepare for current conditions being the 
“new normal” as it is doubtful there will be any downward price movements in the short-term. On the plus side, steep rate 
increases and reductions in terms are not expected to be as prevalent. However, some lines such as cyber, some liability 
products, professional indemnity and complex property will remain challenged.

Looking ahead 

Mid-Year Renewals

As the mid-year renewal season approaches, it is important for policyholders to review their programs. Given the challenges 
within numerous lines, simply renewing without reviewing could prove very risky. 

Test your insurance program with a mid-term review: 

• Identify the risks – from physical risks (flood, bushfire, crime rate) to financial and reputational risks.

• Consider policy options including features, coverage, claim limits, excesses and premiums (some covers may 
no longer be available or cover the same risks or at the same levels, while some premiums may have risen 
significantly).

• Ensure you know and understand policy inclusions and exclusions (what the policy does and does not cover, 
and in what circumstances).

• Check sums insured and limits of liability reflect asset values and risks posed.

• Discuss risk mitigation strategies including transferring risks to insurers.

• Confirm requirements under cover i.e. contract terms and conditions (including disclosure) are being met.

• Be sure to tell your EBM Account Manager about any changes in circumstances that may impact cover, as 
the insurer(s) must be advised or there is a risk of any payout being reduced, claim denied or the contract 
cancelled. 

As coverage and premiums are tending to be based on a policyholder’s specific attributes and loss history, it is important 
that you work with your broker to present a risk profile to insurers that will help secure appropriate cover with the best 
possible terms.
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EBM Insurance & Risk was established in 1975 on the simple premise that 
insurance is complex and requires honest and concise interpretation,
delivered professionally and personally.

Our team provides insurance and risk expertise across a range of industry sectors including construction, agriculture, 
manufacturing, mining and mining contracting, not-for-profit, marine, transport, trades and all other small, medium and 
corporate business operations, together with private households and landlords.

Today, over 10,000 businesses and individuals entrust EBM to deliver innovative insurance broking solutions.

About us

We aim to be here 
for our clients through 
thick and thin. 
We take a long-term
commitment to 
everything we do.

Ward Dedman
Chief Executive Officer



100% Australian 
owned and operated

Founded in Western Australia in 1975, EBM Insurance & Risk is proud 
to be locally owned and operated. With a network of nine offices nationally 
and a team of over 200, we have grown to become Australia’s leading 
privately-owned insurance broking firm.

New South Wales 
Victoria 
Queensland 
Western Australia 
South Australia



P: 1300 755 112 
ebm@ebm.com.au    ebm.com.au 
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