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• What’s been going on?

• Soft Market Trends
• Underwriting Management / Oversight
• Loss Impact

• Where are we now?

• Hard market?

• How does the future look?

• Ongoing Scrutiny by Lloyds
• Contraction in the Marine Sector and Current Constraints
• The Ripple Effect Impact on Global Markets
• On a Positive Note!



WHAT’S BEEN GOING ON?



Soft Market Trends (1) 
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Soft Market Trends (2) 
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• Influx of U.S. and Canadian investment and more recently Japanese

• Driver for soft market conditions is over capacity.  To name a few entrants:



Soft Market Trends (3) 
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• Pressure from increasingly competitive and growing global market:



Soft Market Trends (4)
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• In 2001 there were approx. 20 syndicates writing Marine Hull but at the end of 2017 that had 
doubled

• Average line size of Hull syndicate of USD10m to USD15m

• Global Hull capacity estimated to be over USD2bn in 2017

• Historically Hull was seen as  a non-correlating class of business, but this theory has been proved 
wrong.



Soft Market Trends (5)
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• Financial crisis effect

• Poor investment returns leads to more pressure on premium income

• Reinsurers are also participating in the primary insurance market

• Shareholder pressure for growth has led to M&A activity:



Underwriting Management/Oversight (1)
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• Lloyd’s drive for a global footprint:

• Licensing in more countries

• Lloyds Singapore

• Lloyds Dubai

• Competing on the same business!!



Underwriting Management/Oversight (2)
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• Proliferation of Lloyds coverholders and Delegated Underwriting Authority (DUA) arrangements.

• MGA’s
• Automatic facilities
• Fac oblig facilities
• Broker line slips

• Lack of management control

• Underwriting parameters not set in stone

• Excessive commissions driven by the need for growth



Loss Impact (1)
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Source:  Lloyds Annual Report 2018



Loss Impact (2)
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Lloyds T Audit Code (Hull) - Triangulations

Source:  LMA



Loss Impact (3)
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Major Hull Losses

Source:  LMA

Sanchi Collision with CF Crystal - 06/01/2018
Caballo Eclipse - 27/01/2018

Aulac Fortune - 08/01/2019

Hurricane Irma – 30/08/2017 – 13/09/2017

Star Centurion – 12/01/2019 Hurricane Maria – 16/09/2017 – 02/10/2017



Loss Impact (4)
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Lloyds V Audit Code (Cargo) - Triangulations

Source:  LMA



Loss Impact (5)
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Major Cargo Losses

Source:  LMA

Californian Wildfire - 2018 (Wine Farms) - 04/08/2018

Tianjin Explosion – 12/08/2015

Amos 6 Satellite – 01/09/2016

Maersk Honam – 06/03/2018

Sincerity Ace – 31/12/2018

Hurricane Harvey – 17/08/2017 – 03/09/2017



Loss Impact (6)
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Lloyds TS Audit Code (Shipbuilding) - Triangulations

Source:  LMA



Loss Impact (7)
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Major Shipbuilding Losses

Source:  LMA

Lurssen Yacht Fire – 14/09/2018



Loss Impact (8)
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Major Casualties/Losses – Climate change impact on weather patterns

Source:  LMA

MSC Ines 10/10/2017



Loss Impact (9)
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Global Hull Stats

Source:  IUMI Stats 2018 (An analysis of the global insurance market 2018)



Loss Impact (10)

20

Global Hull Stats

Source:  IUMI Stats 2018 (An analysis of the global insurance market 2018)



Loss Impact (11)
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Global Cargo Stats

Source:  IUMI Stats 2018 (An analysis of the global insurance market 2018)



Loss Impact (12)
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Summary:

• After a long period of relatively benign major loss activity pre-2017, the cost of major claims to 
the Lloyd’s market in 2018 is the fourth highest since 2003, in today’s terms

• This continued period of high losses follows on from 2017, which was the third highest year for 
losses over that period

• Hull total losses are decreasing

• But increasing loss ratios illustrate the gap between declining income and expected claims cost

• With the cost of major catastrophes seemingly on the rise, this is a cause for concern 



WHERE ARE WE NOW?



Hard Market 
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• Closure of W.R. Berkley Marine Syndicate in January 2017 was the forerunner of things to come!

• Then Lloyds Underwriting Performance Directorate (UPD) took a more interventionist approach to 
business plans for 2019!

For those syndicates that have poor performing portfolios within the “Portfolio Review Classes”, we 
require remediation plans at a class of business level.  In the absence of a realistic and achievable plan, 
we will require the syndicate to close that class. Jon Hancock, Lloyds Performance Director

Lloyds Performance Review



Hard Market  
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• UPD attempting to reverse several years of weakening underwriting and to position the Market to a 
point of sustainable profit

• What is Decile 10?

• Remedial action began quickly with some Syndicates taking pre-emptive decisions to close Marine 
lines

• As at today the following Syndicates have closed their Marine:-
• W.R. Berkley
• AmTrust
• Barbican
• Tokio Marine Kiln (Closed Hull Only)
• CNA Hardy (Closed Hull Only)
• Standard 
• Channel*
• Pioneer (Closed Hull Only)
• Advent
• Aspen
• Skuld*



Lloyd’s Syndicate Review (3) 
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Other remedial action imposed on underperforming syndicates:

• Restriction on areas of business with poor results

• Restriction on income

• Syndicates pulling out of MGA and coverholder arrangements

• Rate increases across the board



HOW DOES THE FUTURE LOOK?



Ongoing Scrutiny by Lloyd’s (1)

28

This is not a scenario!



Ongoing Scrutiny by Lloyd’s (2)
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• The UPD is currently reviewing and monitoring the progress of 2019 business plans of Decile 10 
classes on a monthly basis

“there is a reality that in the short term, when you are trying to fix financial problems it can get worse 
before it gets better”, Jon Hancock

Source:  Insurance insider 12th September 2018

• Syndicates must demonstrate that they are adhering strictly to their business plans

• Hardening market for two main reasons:
• Restricting capacity for individual syndicates
• Less premium income whilst charging rises

• The ability of syndicates to be opportunistic and underwrite their way back to profitability is being 
curtailed



Changing Marine Landscape and Current Constraints
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• Fewer Syndicates writing Marine
• Possible further closures and/or mergers

• More stringent Underwriting criteria for both H&M and Cargo

• Severely restricted capacity for Broker Lineslips / Facilities

• Underwriting decisions being constantly reviewed by internal audit i.e. peer review / actuarial

• Brexit adding uncertainty to the mix and comes at a cost



The Ripple Effect Impact on Global Markets
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• Foreign Markets appear to be starting to follow London’s position
• Notably – Far East, Italy, France

• Reinsurance having an influence on direct market

• Will take time to permeate to a local level in territories such as Latin America, Africa, Middle East



On a Positive Note!
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Source:  Lloyds Website

On a Positive Note! (2)



QUESTIONS?


