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Brit falls to full-year 
loss on Covid claims
Attritional loss 
ratio improves as 
risk-adjusted rate 
increases accelerate

Stuart Collins
Journalist

Brit fell to a loss after tax of 
$232m for full-year 2020, com-
pared with a profit of $180m in 
2019.

The Lloyd’s insurer, part of Fairfax 
Financial Holdings, posted a full-year 
underwriting loss of $210m, with a 
combined ratio of 112.6%.

The result included Covid-19-related 
claims of $271m, as well as losses from 
Hurricane Laura ($65m), Hurricane Sal-
ly ($27m), Hurricane Zeta ($16m), the 
Nashville tornadoes ($14m) and US civil 
unrest ($12m).

The combined ratio excluding 
Covid-19-related losses was 96.7%.

Gross written premiums increased 
5.7% to $2.4bn, with risk-adjusted pre-
mium rate increases on renewal busi-
ness of 10.6%.

The attritional loss ratio was 52.6%, 
an improvement of 2.4 percentage 
points compared to 55.0% in 2019, with 
“most classes showing a strong underly-
ing performance”, Brit said.

Matthew Wilson, group chief exec-

utive of Brit, said: “Looking ahead to 
2021, against the challenging back-
drop, there are a number of indicators 
to give us cause for optimism, includ-

ing rate increases, the withdrawal of 
capacity in the market from certain 
classes and our improving attritional 
claims ratio.”

Rates on renewal business rose 10.6% 
(2019: 5.9%), on a risk-adjusted basis.

All divisions achieved rate increases, 
with the largest increases achieved in 
property direct and facultative, marine 
cargo, directors and officers, and ex-
cess casualty.

Brit’s parent company Fairfax Finan-
cial Holdings’ net income fell 89% to 
$218m owing to a $1.4bn decline in in-
vestment gains and an $815m increase 
in cat losses, including $669m tied to 
the pandemic.

The combined ratio worsened 0.9 
points to 97.8%. Gross written premi-
ums for the year grew 9.2% to $19.1bn.

UIB appoints head of mergers and 
acquisitions and financial lines

Lloyd’s broker United Insurance Bro-
kers (UIB) has appointed James Wilson 
as its head of mergers and acquisition 
(M&A) and financial lines, writes Stuart 
Collins.

Wilson has more than 17 years of 
experience in the sector and has held 
management positions both as an un-
derwriter and broker.

According to his LinkedIn profile,  
he was most recently head of M&A in-
surance at broker Tysers.

He previously worked at RFIB, Prote-
an Risk and Aspen.

In the new role, Wilson will spear-
head UIB’s M&A and financial lines as 
part of the broker’s specialty team.

‘Looking ahead to 2021, 
against the challenging 
backdrop, there are a 
number of indicators 
to give us cause for 
optimism, including 
rate increases and the 
withdrawal of capacity 
in the market from 
certain classes’

Matthew Wilson
Brit

Matthew Wilson says Brit’s 
improving attritional claims 
ratio is a cause for optimism

Wilson will spearhead UIB’s M&A and financial lines as part of the 
broker’s specialty team

NESPIX/Shutterstock.com
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ID Comment: Re/insurance chiefs 
bullish on multi-renewal hardening
Leaders from Axis, Scor, Hannover Re, Lancashire and Beazley believe a 
prolonged rate increase is on the cards

Lorenzo Spoerry
Deputy editor

In the wake of the January 1 
renewals, re/insurance chief 
executives have expressed 
optimism upward rate move-

ments will continue this year and 
possibly beyond, with some sug-
gesting increases at the January 
1, 2022 renewals are on the cards.

Axis Capital’s chief executive, 
Albert Benchimol, said a “multi-
year correction” is needed, driv-
en by climate change and social 
inflation. Benchimol pointed out 
three of the five worse catastro-
phe years on record happened in 
the past four years and 2020 was 
tied as the hottest year on record 
and also saw a record number of 
Atlantic storms.

Property catastrophe rates-on-
line rose a moderate 6% at the 
January 1 renewals, according 
to broker Howden. Programmes 
in North America led the market 
hardening, with an average rate-
on-line increase of 8.5%.

Jean-Jacques Henchoz, chief 

executive of Hannover Re, also 
said a multi-year hard market 
now appears to be on the cards. 
He emphasised the momentum 
seen at January 1 is likely to be 
sustained at the April and summer 
renewals.

Jean-Paul Conoscente, chief ex-
ecutive of Scor Global P&C, said 
escalating Covid-19 losses in rein-
surance will be taken into account 
at the January 1, 2022 renewals, 
leading to upward movements at 
that key renewal.

Conoscente pointed out talks 
between cedants and reinsurers 
regarding Covid-19-related prop-
erty business interruption claims 
have largely not yet taken place.

Several top London market 
names launched well-capitalised 
carriers in 2020 to take advantage 
of hardening rates. This so-called 
“Class of 2020” includes Conduit 
Re, Inigo and Vantage.

Rival carriers are concerned 

this new capital will serve to put 
downward pressure on rates as 
they compete for business. How-
ever, Beazley chief executive, An-
drew Horton, said the new capital 
entering the market has only had 
a moderate effect on rate move-
ments so far and added his firm 
“has great growth prospects” in 
2021 as rates continue to rise.

Lancashire’s chief executive, 
Alex Maloney, told Insurance Day 
he is confident the firm will find 
opportunities in the April and the 
summer renewals, where almost 
everyone in the industry antici-
pates further upward movements.

“I wouldn’t use the word bull-
ish, but we’re definitely confident 
there will be further opportuni-
ties to grow, whether that is in the 
big US renewals [or] in Japan,” 
Maloney said.

“I believe rate increases will 
continue for the whole of 2021,” 
he added. “You’ve got a Covid loss 

picture that probably gets worse 
and a big deficiency in casualty 
reserving – I think there are still 
issues there.”

In recent years, re/insurers’ 
hopes for significant market 
hardenings following big loss 
events have often not come to 
pass. Instead, a combination 
of new capital from both tradi-
tional and alternative sources 
has served to put a cap on rate 
increases and limit the scale of 
risk-adjusted rate increases.

As recently as December, 
many in the market were looking 
forward to double-digit rate in-
creases in key reinsurance lines, 
although eventually they came in 
stubbornly in the single digits.

Meanwhile, legal sources have 
suggested to Insurance Day they 
are advising on start-ups that 
will provide new competition for 
business.

While almost no-one sug-
gests upward rate momentum 
will not continue at the April 
and summer renewals, those 
hoping on rate rises persisting  
into 2022 or even beyond that 
ought to bear in mind past  
disappointments. n

Eiopa seeks better BI insurability options
The European Insurance and Oc-
cupational Pensions Authority 
(Eiopa) has called for ways to make 
business interruption insurance 
more insurable, writes Marc Jones. 

Eiopa is now seeking comments 
from the insurance industry on ar-
eas such as prevention measures 
to reduce losses, capital markets 
risk transfer and multi-peril solu-
tions for systemic risk.

It follows the release of a new 
study that looks at the insurabili-
ty of business interruption in the 
wake of the coronavirus pandemic.

The prevention measures list-
ed include the use of facemasks 
and social distancing, as well as 
working from home. The capital 
markets risk-transfer part of the 
paper looks at insurance-linked 
securities products and catastro-
phe bonds.

The third area calls for market 

participants to identify common 
attributes that can cause systemic 
risks, identify potential common 
prevention measures and identify 
secondary effects and following 
events that are likely to occur in 
a systemic event. “While the di-
versification benefit from pooling 
is not clear, multi-peril solutions 
can provide opportunities for 
addressing the risk of ‘following’ 
events, developing common pre-
vention measures, as well as ad-
dressing the opportunity cost of 
separate peril solutions (that is, 
the fact a single-peril pool is de-
signed for the last crisis and will 
not address the next),” Eiopa said. 

“In the short term, the focus 
can be on pandemic schemes, but 
the option to introduce future-fo-
cused multi-peril pools should be 
considered,” it added. 

Eiopa pointed out at present 

industry estimates suggested less 
than 1% of the estimated $4.5trn 
global pandemic-induced GDP 
loss for 2020 will be covered by 
business interruption insurance.

It added this market segment 
generates annual premium in-
come of about $30bn (less than 
2% of the world’s property/ 
casualty insurance market), with 
cover generally intended for and 
triggered by physical damage only.

Eiopa said the insurability of 
pandemic business interrup-
tion risk according to tradition-
al insurance models is being 
questioned and discussions are 
taking place about the responsi-
bility for risk taking between the 
private insurance sector and the 
public sector.

Pandemic-related business in-
terruption issues have been ap-
pearing in headlines in recent 

Lloyd’s insurers 
shy away from 
political risk

Political risk capacity at Lloyd’s 
declined last year as underwriters 
took a more “conservative” ap-
proach to the class, writes David 
Freitas. 

Syndicate capacity for political 
risks was $1.55bn as of January 
this year, down nearly 7% com-
pared with $1.66bn at the same 
point last year, according to bro-
ker Gallagher.

But market capacity outside 
Lloyd’s increased to $2.57bn in 
January this year compared with 
$2.36bn at the same time last year.

As a result, total market capacity 
for political risks increased slight-
ly from $3.27bn in July last year to 
$3.3bn in January this year.

Underwriters in this line of busi-
ness have been grappling with an 
unpredictable outlook for the glob-
al political risk landscape.

This growing uncertainty has 
prompted political risk underwrit-
ers to exercise more caution about 
taking on new risks in this line of 
business, Gallagher said. Insurers 
have shown a “conservative stance” 
towards accepting new business, 
favouring entities with which they 
already had experience.

“While the structured credit 
and political risk insurance mar-
ket has not been hit by the torrent 
of losses it feared, it maintains a 

months. Last month the UK’s  
Supreme Court issued a ruling 
that substantially allowed the 
Financial Conduct Authority’s 
appeal on insurance contract 
wordings for coronavirus-related 
business interruption, which it is 
feared might lead to large insur-
ance payouts.

And in Ireland, insurer FBD lost 
a landmark business interruption 
legal case in early February, while 
the Central Bank of Ireland later 
threatened to take enforcement 
action against insurers that do not 
pay valid Covid-19 business inter-
ruption claims promptly.

The paper is available on Eio-
pa’s website.

Anyone wanting to comment on 
the paper should go to sharedre-
siliencesolutions@eiopa.europa.
eu, with the deadline for com-
ments being March 31.

‘I believe rate increases will continue for the 
whole of 2021. You’ve got a Covid loss picture 
that probably gets worse and a big deficiency 
in casualty reserving’
Alex Maloney, Lancashire Holdings

cautious approach driven by the 
broad impact of Covid-19, pri-
marily on existing exposures as 
opposed to new underwriting,” 
Matthew Solley, managing direc-
tor at Gallagher, said.

But opportunities have also 
emerged along with these risks, 
with underwriters focusing on the 
quality of risks, given the increas-
ing volume of investment-grade 
credit in the market.

“In connection with this and 
essentially on the non-payment 
side, bank clients in particular, ap-
pear willing to distribute a greater 
share of their respective portfolios 
across a variety of asset classes,” 
Solley said.

Argentina, China and Mexi-
co feature at the top of the list of 
countries showing the highest gov-
ernment political risk, the Gallagh-
er report said.

$3.3bn
Total political risk 
capacity available 
at January 2021
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MS Amlin slashes profit forecast
London market giant blames coronavirus for nine-month net loss of £209m

David Freitas
Reporter

Lloyd’s insurer MS Amlin 
has slashed its earnings 
forecasts for the full year 
in the wake of the coro-

navirus pandemic.
The company, part of MS&AD 

Insurance Group, is now fore-
casting an after-tax loss of £149m 
($205.7m) in 2020, versus its pre-
vious forecast of £105m.

It now expects to book an un-
derwriting loss of £152m, some 
£97m worse than its initial fore-
cast, as a result of Covid-19. But 
this impact is expected to be tem-
pered by a better-than-expected 
investment result.

The revised forecasts came as 
MS Amlin reported a net loss of 
£209m for the first nine months of 
2020, compared with net income 
of £62m for the same period the 
previous year.

The specialist re/insurer report-
ed an underwriting loss of £235m 

for the first three quarters of the 
fiscal year, mainly because of the 
impact of the coronavirus pan-
demic in the first half of the year.

It reported a nine-month com-
bined ratio of 110.5%, a deterio-
ration of 8.5 percentage points on 
the same period a year earlier.

But the carrier said its underly-
ing performance had improved, 
with “solid performance in im-
proving profitability of non-cat 
underwriting”. Its nine-month 
combined ratio excluding the im-
pact of Covid-19 was 98%, repre-
senting a four percentage-point 
improvement.

Excluding the impact from 
Covid-19, MS Amlin expects its 
full-year underwriting profits for 
non-catastrophe risks to rise to 
£173m, instead of the initially es-
timated £118m. This revision is 
based on the improvement of the 
backdrop for general risk under-
writing, it said.

Instead of the initially esti-
mated net premiums written of 
£2.76bn for the year, MS Amlin 
has revised the forecast to write 
£2.72bn in net premiums.

MMC hires chief diversity officer
Marsh & McLennan Companies 
(MMC) has appointed Nzinga 
Shaw (pictured) as chief inclusion 
and diversity officer, effective 
February 16, writes Stuart Collins.

Most recently, Shaw was global 
chief inclusion and diversity offi-
cer at coffee chain Starbucks.

In her new role, Shaw will re-

port to Carmen Fernandez, MMC’s 
chief people officer.

“Last year, we committed to 
several actions to create change 
within Marsh & McLennan, in-
cluding strengthening our inclu-
sion and diversity measurement 
metrics and reporting, developing 
a leadership programme for black 

colleagues and implementing un-
conscious bias, allyship and inclu-
sive leadership training for every 
leader,” Fernandez said.

“Shaw will accelerate these 
efforts and actively bring all col-
leagues fully into the life and 
work of our company, with ac-
countability and transparency.”

Nationwide grows 
insurtech venture 
capital fund

US property/casualty and finan-
cial services group Nationwide 
has announced the expansion of 
its venture capital fund support-
ing insurtech and fintech start-
ups to $350m, writes John Shutt, 
Los Angeles.

Nationwide first assembled its 
ventures team in 2015 and creat-
ed the fund with $100m in initial 
capital two years later. 

Nationwide’s strategy with the 
venture capital fund is to support 
high-growth-potential insurance 
and financial services start-ups 
that directly advance its own 
operational strategy and create 
greater customer value.

“Our ventures team has devel-
oped and implemented a successful 
strategy of identifying the strongest 
companies in which to invest, ones 
that have already begun producing 
products and solutions to help our 
customers and distribution part-
ners,” Mike Mahaffey, Nationwide’s 
chief strategy and corporate devel-
opment officer, said.

Economical sees 
earnings up as 
underwriting 
returns to profit

Fourth-quarter net earnings at Ca-
nadian property/casualty group 
Economical Insurance jumped to 
C$66.7m ($52.3m) from C$6.8m, 
writes John Shutt, Los Angeles.

The improvement reflected a 
swing to C$72.7m in underwriting 
income from a loss of C$20.7m in 
the same quarter of 2019.

The insurer’s combined ratio im-
proved 14.5 points to 89.1% owing 
to rate hikes and other underwrit-
ing actions, lower motor claims 
frequency amid pandemic-related 
shutdowns and benign weather.

Quarterly gross written premi-
ums grew 13.3% to C$755.9m.

For full-year 2020, the Ontario- 
based group’s net income jumped 
to C$153.9m from C$17.4m ow-
ing to a swing to C$136.4m in un-
derwriting income from a loss of 
C$118.3m. The combined ratio im-
proved 10.4 points to 94.6%, while 
gross written premiums grew 
12.1% to C$2.81bn.

MS Amlin predicts it will 
post a 2020 underwriting loss 
of £152m owing to Covid-19
Lightspring/Shutterstock.com
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LatAm demand for specialty cover is 
a unique opportunity for London

Companies must respect the specific circumstances and requirements of individual markets

Najib Bousakr
Beazley

Latin America has long 
been on the radar of in-
ternational market play-
ers. Interest in the region, 

however, has ebbed and flowed, 
with some finding the complex-
ity of the regulatory landscape 
combined with the lack of market 
maturity and local experience too 
much of a barrier to success.

For many players however, 
the picture is changing. The re/
insurance market in many of 
the region’s largest economies, 
such as Argentina, Brazil, Chile, 
Colombia and Mexico, is matur-
ing – the level of local expertise, 
knowledge and client sophistica-
tion has grown, creating greater 
interest in specialty lines.

Numerous challenges and com-
plexities remain, however, and 
there are a number of critical  
success factors for profitable spe-
cialty lines business development 
to succeed.

A one-size-fits-all approach will 
not work in Latin America. The 
individuality of every country – 
its culture, language, political sit-
uation, regulatory requirements 
and market maturity – needs to be 
understood and considered before 
planning a new business drive.

Boots on the ground
Like many other international 
insurers and reinsurers, Beazley 
has made Miami its service hub 
for Latin American business. Hav-
ing a locally based team, with ap-
propriate language skills, that can 
easily travel (Covid-19 permitting) 
to meet brokers, cedant partners 
and clients is a prerequisite for 
doing business in the region. In-

deed, partnering with the right 
brokers and local cedants is vital. 

So too is a sensitivity to local 
preferences. By providing access 
to innovative, specialty prod-
uct lines and risk management 
services that add value to the 
insurance product mix, the inter-
national market can support the 
local carriers, rather than seek to 
compete with them, creating add-
ed value from international con-
nectivity rather than conflict.

Specialty products by their na-
ture are niche and in a territory 
like Latin America, they can be a 
“slow burn” sell.

Cyber liability insurance is a 
good example of this, having been 
seen over the past decade or so 

as cover that remained a “nice to 
have” but not essential, although 
the risk was recognised. Howev-
er, that began to change in 2020, 
which proved to be a turning 
point, as the region was not im-
mune to the huge increase in ran-
somware incidents globally. The 
rise of ransomware was such that 
it caused a shift in mindset among 
businesses, driving demand for 
cyber insurance and risk manage-
ment services across the region. 

Hardening lines
Other lines that are increasingly 
gaining market acceptance are 
financial institutions insurance, 
directors’ and officers’ (D&O) lia-
bility, healthcare liability (includ-
ing virtual care) and specie. With 
pricing for some of these lines 
hardening – in particular D&O 
for firms with US exposure and to 
some extent cyber – rate rises are 
a frustration to local brokers and 
clients. However, they do help to 
demonstrate the very real cost of 
these risks to businesses.

In addition to providing es-
sential knowledge and access to 
reinsurance capacity for special-

ty lines products, international 
firms can also collaborate with 
local cedants to help them “white 
label” innovative niche products, 
thus increasing their offer to local 
customers, in particular small to 
medium-sized enterprises. This 
partnership takes the form of an 
embedded treaty, where the prod-
uct is branded and sold by the lo-
cal cedant, but with underwriting 
and claims support from the in-
ternational reinsurance partner.

No matter how international 
businesses choose to go to market 
in Latin America, there needs to 
be genuine loyalty to the region, 
the ability to deliver tailored, 
specialty products that meet the 
needs of local clients, backed up 
with access to local underwriting 
and claims decision makers and a 
responsive service. 

Latin America is a region rich 
with opportunity for specialist 
carriers, but success is linked to 
three Ps: partnership, persistence 
and product. n

Najib Bousakr is regional manager, 
Latin America – international 
specialty lines at Beazley

The re/insurance market in many of 
the region’s largest economies, such 
as Argentina, Brazil, Chile, Colombia 
and Mexico, is maturing– the level of 
local expertise, knowledge and client 
sophistication has grown, creating 
greater interest in specialty lines

Many insurers choose Miami 
as the service hub for their 
Latin American operations 
pisaphotography/Shutterstock.com
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Brokers must challenge the blanket 
application of riot exclusions
The imposition of strike, riot and civil commotion exclusions by carriers in the regional 
terror market is creating gaps in cover and leaving insureds without adequate protection

In working on some accounts 
from the Latin American re-
gion recently, we have no-
ticed a fairly radical change to 

coverage for strike, riots and civil 
commotion (SRCC) being imposed 
by insurers both in London and in 
regional markets. We feel it is an 
area where it is important brokers 
work to help clients set themselves 
apart by providing information to 
underwriters to assist, where pos-
sible, in finding solutions to pre-
serve this cover for clients.

Loss events that change the 
way the insurance market works 
have previously been few and 
far between; however, with the 
increase in emerging risks this is 
becoming more common.

Major events since 2000 have 
included the September 11, 2001 
terror attacks, global warming 
events such as wildfires in Califor-
nia and elsewhere, cyber events, 
increasing political and socio-
economic disturbances and our 
ongoing Covid-19 losses.

Cover for all the aforemen-
tioned risks has previously been, 
or in some cases, still is, provided 
for in all-risks wordings.

For example, before 9/11 ter-
rorism was included in an all-risk 
property cover except in a few 
territories, such as Sri Lanka, Co-
lombia and the UK, which all had 
a known terrorist threat. But the 
attack from al-Qaeda changed 
the market for good. Immediate-
ly afterwards all-risk re/insurers 
started to exclude sabotage and 
terrorism and it soon expanded 
the fledgling terrorism market 
that already existed before this.

As a result, effective terrorism 
solutions have been found and 
adequate capacity has become 
available for what proved to be an 
extraordinary, market-changing 
event that showed the need for 
specialist expertise in this area.

Terrorist events are one of the 
realistic disaster scenarios (RDS) 
for the Lloyd’s market. The analyt-
ics to model major blast events in 
city centres such as New York, San 
Francisco, Chicago, London, Mu-
nich and elsewhere have become 
increasingly sophisticated and 
allow insurers to calculate their 
aggregations in key areas.

Chile riots
The recent riots across Chile in 
2019/20, which were demand-
ing social and economic reform, 
caused significant financial losses 
to many industries in Chile, but in 
particular the retail industry. The 
overall losses were in the region 
of $3bn and this was an event that 
clearly had not been contemplat-
ed or even possibly modelled by 
many insurers and was not part 
of an RDS assessment.

Today across many accounts 
situated in Latin America, we are 
seeing insurers now routinely 
attempting to exclude SRCC or at 
best providing a small sub-limit 
for this coverage. This is necessi-
tating the need to approach the 
terrorism market to seek quotes 
on standalone SRCC policies.

We are also finding the SRCC 
quotes in the terrorism market are 
creating gaps in cover and leaving 
the insured without the full protec-
tion they previously had.

However, the events in Chile 
need to be seen in perspective and 
not extrapolated across an entire 
region. The tendency is for under-
writers to refer to Latin America 
as one country and adopt a catch-
all approach, regardless of the in-
dividual countries.

Each country in the Latin 
American continent has its own 
nuances and its own specific po-
litical situation. For example, 
Costa Rica is historically a very 
peaceful nation, with riots not 

being part of the culture, yet 
some markets are trying to ex-
clude SRCC cover here.

This blanket approach is having 
a significant effect on insureds in-
sofar as many renewals either no 
longer include SRCC coverage or 
have a much reduced limit, while 
the insured is still being asked to 
maintain or often increase their 
existing premium and also having 
to pay additional premium for a 
separate standalone policy that 
does not match their previous lev-
el of coverage.

This one-size-fits-all approach 
is where brokers that understand 
the region, the market and their 
individual client’s needs can real-
ly differentiate themselves.

Clients need to know each 
risk is assessed on its own indi-
vidual merit and takes into con-
sideration which industry and 
territory they operate in, includ-
ing where their buildings are 
located. For example, is it a city 
centre? Are they close to gov-
ernmental buildings or are they 
more rurally located?

The political situation of each 
country needs to be fully under-
stood and the specifics of the cli-
ent’s operations in the country put 
into context.

Armed with all this informa-
tion, the broker needs to fight on 

behalf of clients to justify why 
SRCC can continue to be covered 
under existing all-risks cover 
with the comprehensive wording 
and lack of gaps.

Changing situations
As a market, it is important we 
acknowledge changing situa-
tions, dramatic or otherwise, and 
consider what these events mean 
for the risk landscape. Some-
times this will lead to wording 
adaptions, changes to terms and 
conditions or, in some cases, an 
increase in premiums.

Professional brokers under-
stand these situations do happen. 
Where it is justified and necessary 
that changes need to be made, it is 
up to us to manage clients’ expec-
tations effectively and well ahead 
of time (unlike in some external 
cases we have heard of, where the 
insured is advised on the day of 
binding that a particular renewal 
premium was increasing by more 
than 300% without any earlier 
warning). Needless to say, this is 
not how Oneglobal does business, 
but it is concerning this is the  
experience of some insureds in 
Latin America.

In fact, there is no need for bro-
kers to delay informing clients 
of changes – we find clients are 
generally responsive when the 

reasons for changes are properly 
explained. It is vital for brokers to 
work with the terrorism markets 
quickly to ensure any standalone 
cover for SRCC is fit for purpose as 
they may have to seek difference 
in conditions/difference in limits 
wrap around cover to fulfil limits 
and coverages that they need.

Whatever changes need to be 
made to SRCC covers, one thing 
is certain: continent-wide exclu-
sions, which leave clients exposed, 
need a determined challenge from 
brokers. Otherwise, the market 
might see blanket bans for SRCC 
implemented everywhere. 

In fact, we have recently seen 
attempts to extend this approach 
to the far north of Quebec, for ex-
ample, which is as geographically 
distant and politically different 
from Chile or any other country 
in Latin America as you can get.

We believe each risk must be 
judged on its own merit, and most 
important of all, a fundamental 
understanding of the risk must be 
achieved to ensure the right cov-
er, with no gaps is delivered in a 
timely fashion to our clients. n

Vanessa Macdonald Smith is 
executive director and Alexandra 
de Souza Mattos is senior 
associate, terrorism and political 
violence at Oneglobal

Vanessa Macdonald Smith and Alexandra de 
Souza Mattos
Oneglobal

The 2019/20 protests in Chile 
do not justify blanket SRCC 
coverage exclusions in LatAm
abriendomundo/Shutterstock.com
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New Brazilian data privacy law could 
drive growth of regional cyber market

The new regulatory requirements, including the tougher penalties, will drive demand and 
alter the mix of coverages needed in Brazil and, potentially, across the region

Roberto McQuattie
Crawford & Company

The prevalence and so-
phistication of cyber 
threats in Brazil contin-
ues to increase and the 

country currently ranks third in 
global cyber crime, according to 
a recent study by software firm 
Trend Micro.

Like many countries, Brazil saw 
a spike in brute force, phishing 
and ransomware cyber attacks in 
the first six months of 2020, as the 
trend of remote working acceler-
ated. As an increased number of 
personal computers and mobile 
devices are now being used to log 
on to company networks to access 
sensitive and confidential infor-
mation, this leaves organisations 
and individuals vulnerable to cy-
ber attacks. The risks are further 
amplified with the proliferation 
of online communication – includ-
ing the use of collaboration tools 
and video conferencing – relying 
on home internet connections in-
stead of a company’s systems and 
security protocols.

Brazil’s general data protection 
law, the Lei Geral de Proteção 
de Dados (LGPD) was enacted 
in August 2018. After multiple 
postponements, it was finally 
implemented in August 2020 in 
response to the escalating cyber 
threat. LGPD aims to provide citi-
zens with greater control over the 
treatment of their data, protecting 
their fundamental rights of free-
dom and privacy.

To this end, LGPD establishes 
principles and creates rules for 
both private and public organi-
sations that are regulated, guided 
and supervised by the National 
Data Protection Authority.

Inspired by GDPR
Inspired by Europe’s GDPR, LGPD 
applies to any natural person or 
legal entity that processes person-
al data of people in Brazil, even 

if the entity processing such data 
is based outside the country. The 
law applies to physical and digital 
data. Penalties and sanctions for 
non-compliance will start being 
enforced from August 1, 2021 and 
may result in fines of up to 2% of 
the company’s revenue, limited to 
Real50m ($9.3m), for an infraction.

With new legislation and penal-
ties in force and the threat of cy-
ber attacks continuing to rise, we 
foresee a rise in demand for cyber 
insurance policies designed to 
mitigate potential damages result-
ing from hacker invasions, data 
leakage or complaints related to 
personal data. 

This new demand for coverage 
will not only lead to an increase 
in claims, but also alter the mix 
of coverages affected in light of 
the new regulatory requirements. 
In our experience of handling 
cyber losses in the region, the 
vast majority of indemnity paid 
has, historically, been related to 

first-party coverage – namely 
breach response, data recovery 
and business interruption. Mov-
ing forward, we foresee an in-
crease in third-party indemnity 
claims covering regulatory penal-
ties and defence costs from claims 
made against insureds.

While all businesses are now at 
risk of being in non-compliance, 
small and medium-sized enterpris-
es are the most vulnerable – and 
perhaps the most in need of loss 
and liability protection – as they 
are more likely to lack the resourc-
es and experience to deal with the 
new regulations than larger inter-
national companies, which may be 
informed about and accustomed 
to data privacy laws abroad.

Companies seeking to mitigate 
financial exposure will drive 
demand for cyber insurance 
throughout Brazil and this, in 
turn, could influence data pro-
tection legislation throughout the 
broader region.

Enforcement
Although LGPD is a new law, it is 
not the first or only data protec-
tion law in Latin America. Most 
countries in the region have per-
sonal data protection laws, but 
their level of enforcement is often 
limited and inconsistent. In some 
cases, enforcement of these laws 
is non-existent, which has affect-
ed the desire and demand for cy-
ber coverage in the region.

From a regulatory perspective, 
Brazil’s LGPD is the strongest 
personal data protection law 
in Latin America. Since most of 
the region outside Brazil is in a 
state of flux when it comes to this 
kind of legislation, many of these 
countries are likely to follow Bra-
zil’s leadership in the formalisa-
tion and implementation of their 
own data privacy laws to better 
protect their citizens. In Brazil, 
insurance regulators are in the 
process of drafting and publish-
ing guidelines to prepare for the 

roll-out of LGPD throughout the 
country, which will potentially 
serve as a blueprint for neigh-
bouring countries.

As the influence of Brazil’s 
LGPD in the insurance industry 
spreads throughout Latin Amer-
ica, we expect the uptake of in-
surance to gather pace and claims 
volumes to begin to rise. Craw-
ford & Company will be monitor-
ing for further changes brought 
on by data protection legislation 
and providing market intelligence 
to our partners and clients in the 
Latin American market. n

Roberto McQuattie is president 
of Crawford & Company Latin 
America

This article was written in 
collaboration with Paola Della 
Rosa, national general adjuster, 
and Derrick Mackenzie, head of 
GTS at Crawford & Company, 
Brazil

As the influence of Brazil’s 
LGPD spreads throughout 
Latin America, the uptake 
of insurance is expected 
to gather pace and claims 
volumes to begin to rise
Aleksandar Malivuk/Shutterstock.com
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Economic and political pressures in Latin 
America will test resolve of global market
Local partnerships and a clear strategy will be essential for international carriers seeking 
opportunities in a regional market beset by challenges

Geoffrey Conlin
HFW 

The year 2020 was unkind 
to Latin America. The 
coronavirus pandemic 
has killed more than half 

a million people in the region and 
caused the worst economic slump 
in more than a century. The reces-
sion has pushed 33 million Latin 
Americans below the $5.50 a day 
poverty line. Weak economic 
growth has undermined the re-
gion’s self-confidence.

Presidential elections will be 
held this year in the Andean coun-
tries of Chile, Ecuador and Peru 
and next year in Colombia. Polls 
show deep dissatisfaction with 
most incumbent presidents and 
politicians. The elections are like-
ly to amount to referendums on 
competing economic ideologies. 
The main complaints are corrup-
tion, price rises and an absence 
of high-quality public services, 
when health and education are 
delivered for profit. Each of these  
Andean countries experienced so-
cial unrest before the virus.

During the events in Chile in 
late 2019, groups of people took 
advantage of the general state of 
civil unrest and resorted to the 
use of force and violence, result-
ing in an estimated $4bn in insur-
ance claims, with damage caused 
to Metro infrastructure alone 
estimated at $370m, while the re-
tail market is estimated to have 
sustained $1bn in losses. Most of 
these losses are reinsured into the 
international market. A number 
of high-profile Chilean civil un-
rest claims are now in arbitration, 
many involving London market 
property and political violence 
wordings, subject to Chilean law.

Although formal statistics are 
not yet available, Argentina’s 
economy is expected to have con-
tracted 12% last year. Foreign 
exchange restrictions were re-
instated at the end of 2019, with 
the consequent barriers to pur-
chasing foreign currency. This 

poses significant challenges in big 
losses, where foreign currency is 
needed to repair damaged assets, 
while insureds are paid by insur-
ers in Argentine pesos. Claims are 
being affected by inflation of close 
to 50%.

D&O demand
In Brazil, under political pres-
sure, the taskforce at the centre of 
the long-running Lava Jato anti- 
corruption probe is being dis-
banded. The investigation caused 
a surge in demand for directors’ 
and officers’ insurance. More 
recently, the Brazilian mining 
company Vale agreed to a $7bn 
settlement with authorities in 
relation to the Brumadinho dam 
breach that killed 270 people. 

The Brumadinho disaster of 2019 
and the Samarco disaster of 2015 
led to huge business interruption 
and liability losses and caused the 
mining sector to reconsider how it 
disposes of wet tailings.

Brazil’s enactment of a Char-
ter of Economic Freedom on 
September 20, 2019 represents a 
positive step in seeking to reduce 
state intervention in business. 
However, this was “too little, too 
late” for car manufacturer Ford, 
which announced in January it 
is closing its Brazilian operation 
after 101 years, laying off 5,000 
workers. Ford has been losing 
money in Brazil since 2013 and 
has cited “Brazil cost” – a byword 
for bureaucracy, inefficiency and 
adverse economic conditions – 
among the reasons for its demise.

Covid-related claims are mak-
ing their way through the local 
courts, which have been severely 
disrupted in most jurisdictions. 
The UK Financial Conduct Author-

ity test case has been viewed with 
interest in Brazil and Chile, even 
though it is of no jurisprudential 
value in any local jurisdiction. As 
in most other jurisdictions, busi-
ness interruption cover is usually 
consequent on physical damage. 
The surety and credit insurance 
markets have seen higher activ-
ity, with claims teams reviewing 
force majeure legislation and pro-
visions in underlying contracts.

With few exceptions (Chile is 
one), local currencies across the 
region have depreciated against 
the US dollar and sterling. Over 
the past 12 months, the Brazilian 
real has weakened 32% against 
the pound and 24% against the 
US dollar. The Argentine peso has 
weakened 44% against the US dol-
lar in the same period. Now is a 
very attractive time for cedants 
in these jurisdictions, supported 
by international reinsurers oper-
ating in US dollars or sterling, to 
unlock reserves and settle claims.

Settlement
Parties involved in disputes have 
been more readily disposed to 
early settlement. This is due to a 
combination of factors, includ-
ing the weakness of some local 
currencies, procedural delays in 
litigation and the need for policy-
holder liquidity. There is greater 
interest in arbitration, with many 
chambers taking positive steps to 
increase their insurance and rein-
surance expertise. Arbitration is 
compulsory in Chile for insurance 
claims of more than $400,000.

From a regulatory perspective, 
the pandemic has disrupted activ-
ity across the region, with fewer 
regulations being enacted in 2020 
and licence applications and re-
newals taking longer. Many regu-
lators – like the SSN in Argentina 
and Susep in Brazil – have opened 
new communication channels 
with the market, allowing for 
more online interaction.

This year will reveal whether 
the trend for populist leadership, 
which already exists in Brazil, 
Mexico and Argentina, will spread 
across the Andean countries, as 
the pandemic exposes the failings 
of market-friendly policies. Popu-
lism is usually associated with the 
accumulation of huge public debt 
and the economic difficulties be-
ing experienced in the region are 
unlikely to be short-lived.

However, there are good op-
portunities for international un-
derwriters operating closely with 
local partners. Latin America is 
home to 8% of the world’s popu-
lation and, in many classes, insur-
ance penetration as a percentage 
of GDP remains very low, leaving 
significant scope for growth. n

Geoffrey Conlin is a partner at 
HFW and consultant at CAL, and 
Bernardo de Senna is a senior 
associate at CAL, in Brazil

Assistance on legal matters was 
provided by Pablo Cereijido and 
Elias Bestani (Marval O’Farrell 
Mairal) in Argentina and Sergio 
Fernandez, Gloria Claro, and 
Catherine Campbell (Vergara, 
Fernandez, Costa & Claro) in Chile

Bernardo de Senna 
CAL

Latin America is home to 8% of the world’s population and the region’s low level of insurance 
penetration leaves significant scope for growth

KPG_Payless/Shutterstock.com
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Sanctions entrench unregulated 
subterfuge tanker fleet
A Lloyd’s List and Lloyd’s List Intelligence special investigation concludes by scrutinising the 
network of fake addresses, false declarations and absence of due diligence allowing Iranian- and 
Venezuelan-linked shipowners to ship millions of barrels of oil without penalty or insurance

Michelle Wiese 
Bockmann
Lloyd’s List

Some of the effects of the 
former Trump administra-
tion’s “maximum pressure” 
campaign on Iran can be 

traced to a parking lot in Ningbo, 
China and an architecturally chal-
lenged four-storey building ten-
anted by a bathroom supplier in 
suburban Dubai.

These are the addresses of ma-
rine service providers now over-
seeing technical management and 
issuing international safety man-
agement code certificates for three 
tankers shipping US-sanctioned 
Iranian oil.Unknown owners of Dji-
bouti-flagged Latin Venture (IMO: 
9206035) and Honduras-flagged 
FT Island (IMO: 9166675) gave the 
Ningbo parking lot address.

Behind the bathroom suppli-
er façade, Qinghai Lake Ship-
ping Co Ltd is said to manage the 
1996-built, Togo-flagged Qinghai 
Lake (IMO: 9111632).

The three ships are among some 
130 tankers totalling 19.5 million 
dwt identified by Lloyd’s List as 
engaging in deceptive and eva-
sive practices that keep Iranian 
and Venezuelan crude and refined 
products flowing in defiance of US 
sanctions on the countries’ oil and 
shipping sectors.

These vessels are not so much 
exploiting existing regulatory gaps 
common to international shipping; 
rather they have discovered the 
gaping crevices.

The “maximum pressure” rheto-
ric of former US secretary of state 
Mike Pompeo that underscored 
Iranian sanctions has failed to de-
ter tankers from lifting hundreds 
of millions of barrels from the  
Islamic republic.

Instead, a fleet of subterfuge 

tankers has evolved, coalesced 
and expanded into an under-
ground sub-sector of energy com-
modities shipping beyond the 
reach of US authorities.

Furthermore, Iran has served 
as the model for interests behind 
Venezuelan crude flows, which 
expanded subterfuge fleet num-
bers over 2020’s final half.

That followed the tighter im-
plementation of sanctions, which 
saw most Greek shipowners that 
previously carried 80% of cargoes 
exiting the trade.

The 13 members of the Inter-
national Group of P&I Clubs, the 
formal grouping of clubs that 
provide liability cover for 90% of 
the world’s ocean-going tonnage, 
have stripped 85 of these tankers 
from cover.

Serious questions arise about 
the validity of all insurance cover, 
given that sanctions clauses pre-
clude coverage if violated. Cover is 
also void if vessels are out of class.

Fifty-seven tankers had certifi-
cates removed by the 12 members 
of the International Association 
of Classification Societies over 
the past 12 months. This imperils 
liability for accidents, oil spills or 
crew welfare, while non-compli-
ance with common technical rules 
and operational standards affects 
seaworthiness and safety.

Flag hopping
Three-quarters of the fleet (by 
deadweight) are so-called “flag 
hoppers”, repeatedly changing to 
registries representing some of 
the world’s poorest African, Pacif-
ic and Caribbean countries includ-
ing Togo, Cameroon, Djibouti and 
São Tomé and Príncipe. The most 
common deceptive practice is for 
tankers to “go dark” and switch 
off Automatic Identification Sys-
tem vessel-tracking to obfuscate 
loading and ship-to-ship transfers 
and disguise cargo origin.

“They get away with all of this 
because the crude is being shipped 
between friendly jurisdictions,” 
one senior insurance executive 
told Lloyd’s List.

The three very large crude car-
riers (VLCCs) managed from such 
improbable locations illustrate the 
evolution of the network of ship-
to-ship transfers that take oil from 
ports in Iran and Venezuela to Chi-
na via anchorages off Malaysia, 
west Africa and Fujairah.

Back in April 2019 Latin Venture, 
Qinghai Lake and FT Island formed 
part of a fledging, under-the-radar 
network of Chinese-controlled 
vessels shipping Iranian crude. 
They were managed by a subsidi-
ary of China’s Cosco Shipping, Co-
sco Shipping Tanker Management  
(Dalian) Seaman & Ship Manage-
ment. By September, the subsidi-
ary was sanctioned.

Beneficial owner China Nation-
al Petroleum Corp then sold Latin 
Venture and at least five other el-
derly VLCCs the world’s third-larg-
est oil company purchased in 2018 
and early 2019 solely for deploy-
ment on Iran-China trades.

The unknown buyers then 
entrusted safety and technical 
oversight to companies like those 
traced to Dubai and Ningbo.

The model developed by Cosco 
and CNPC of buying or chartering 
cheap, vintage or marginal ton-
nage for Iranian-origin cargoes is 
now the preferred modus operan-
di for all sanctioned oil trading.

This underpins a flourishing 
second-hand market for vintage 
tankers near the end of their life 
and reborn in subterfuge trades.

Sandwiched between street 
vendors in West Wharf, Kara-
chi is the office of Alfa Shipman-
agement, which has managed 
20-year-old Cambodia-registered, 
Tanzania-flagged VLCC Phoenix 
(IMO: 9181194) since its sale six 
months ago.

Management of Togo-flagged 
product tanker Ella XI (IMO: 
9246138), which regularly shuttles 
oil between Iran, Fujairah, Ma-
laysia and Singapore, is traced to 
a house near Mumbai port. The 
name of the company, Coastal 
Shipping Links, is the same but un-
connected to a larger ship manage-
ment and manning company of the 
same name, based in Kochi, Kerala.

Lack of diligence
Owners need to provide the 
names of P&I clubs where their 
vessels are entered to comply 
with flag registration. Due dili-
gence across the regulatory land-
scape appears haphazard and 
cracks are soon found.

Three registries – Panama, 
Cook Islands and Tanzania – gave 
Lloyd’s List names of P&I provid-
ers that subterfuge shipowners 
had used, which operate outside 
the International Group.

These include The East of En-
gland P&I Association, The Anglo 
& Eastern Ship Owners P&I Club, 
Maritime Mutual Insurance Asso-
ciation (NZ) Ltd and QBE Asia P&I.

Eight tankers said to be entered 
with East of England P&I were not 
listed on the club’s website.

Despite the name, East of En-
gland is registered as a company in 
the Seychelles but managed from 
Cyprus, with no publicly available 
details of ownership or an address 
in either country. Attempts to con-
tact East of England failed. Eleven 
calls to the Cyprus-based, 24-hour 
emergency number on the web-
site over a five-day period all rang 
out. There was no response to sev-
eral emails. Auckland-based Mar-
itime Mutual did not respond to 
an emailed inquiry last week and 
was approached for comment a 
second time.

QBE Asia P&I was said to pro-
vide cover for the 1995-built, 
47,629 dwt product tanker Cava-

lier (IMO: 9108647) and has been 
approached for comment.

Cavalier’s beneficial owner, 
Singapore-based Ritz Ship Man-
agement, gave its address as 22-82 
at the WCEGA Tower and Plaza 
following the April 2020 purchase 
from a Greek shipowner.

The building’s website directory 
gives Sun Jazz Marine as the occu-
pier. The Singapore government’s 
Accounting and Corporate Regu-
latory Authority (ACRA) returns 
a company of the same name but 
at a different address. Sun Jazz 
Marine specialises in the letting 
of self-owned or leased real estate 
property, according to the ACRA.

Suspect addresses and compa-
nies abound. The beneficial owner 
of aframax tanker Kutch Bay (IMO: 
9169536) – currently being de-
flagged by Panama’s maritime au-
thority – gave an address at a free 
zone in the Emirati state of Sharja. 
No such company is listed there.

Unlike P&I cover, cargo or hull 
and machinery insurance is not 
mandated by flag states. With the 
average age 19 years, the fleets’ 
owners are said to shun insuring 
the tankers for this risk as well.

The subterfuge fleet’s evolution 
has not only rendered insurance 
sanctions clauses redundant, but 
also has taken them beyond the 
scope of port state control, vetting 
authorities, international conven-
tions and established legal redress.

This invisibility is underscored 
by a recent US report. A November 
US Congressional Research Service 
report said September exports 
were estimated at being some-
where between 50,000 and 1.5 mil-
lion barrels per day, a huge spread.

From the “maximum pressure” 
campaign has evolved “maximum 
opacity”. Shipping is the loser. n

This article first appeared in 
Lloyd’s List, a sister publication  
of Insurance Day
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