
Q 1  E D I T I O N  2 0 2 0

A  S P E C I A L I S T  R I S K  P U B L I C AT I O N  F O R  T H E  AV I AT I O N  S E C T O R
PLANETALKING

FEATURE ARTICLES

2020 looks set to become a challenging year 
for the aviation industry as the coronavirus 
(COVID-19) pandemic continues to spread 
across the globe to devastating effect...

MARKET UPDATE

What to consider ahead of  
your insurance renewal.

TOP TIPS FOR INSURANCE 
BUYERS IN 2020

Bruce Carman - Chief Underwriting Officer 
– Hive Aero

LEAD LINES 
THE HULL WAR MARKET



ABOUT GALLAGHER 

Founded by Arthur Gallagher in Chicago in 1927, Gallagher 

has grown to become one of the largest insurance brokerage, 

risk management, and human capital consultant companies 

in the world. With significant reach internationally, the group 

employs over 33,000 people and its global network provides 

services in more than 150 countries.

Gallagher’s London divisions offer specialist insurance and 

risk management services. We provide bespoke policy 

wordings, programme design and risk placement solutions, 

and consulting support across a range of specialisms. 

We manage complex, large, global risks on a direct and 

wholesale basis and serve as primary access point to Lloyd’s 

of London, London company markets, and international 

insurance markets. 
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E X E C U T I V E  F O R E W O R D 

In this edition...

Welcome to the first quarter (Q1) edition of Plane Talking brought  
to you by our Gallagher Aerospace team.

As the first quarter concludes, 2020 looks set to become a 

hugely challenging year for the aviation industry. The coronavirus 

(COVID-19) pandemic continues to spread across the globe to 

devastating effect. In the insurance market, while it is highly 

unlikely that we will witness a change in the direction of travel of 

rating, underwriters are certainly sympathetic to their aviation 

clients and we expect that they will respond positively as they have 

done previously in times of crisis. From a Gallagher perspective, 

we recognise the severity of this situation for our clients and we 

are ready to assist with strategies to help mitigate impact where 

possible. Rest assured, we will continue to monitor the situation 

and provide support and guidance.
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Since our last edition...

PETER ELSON

Chief Executive Officer, Aerospace - Gallagher
+44 (0)207 466 1447 | Peter_Elson@ajgaerospace.com

We remain confident that the aviation industry will come through  

its current challenges and, as today, Gallagher will continue to 

provide our clients with unmatched capability and expertise in this 

dynamic sector.

We hope you enjoy the issue, and please don’t hesitate to get  

in touch.

›INTERESTED IN FEATURING IN A FUTURE 
EDITION OF PLANE TALKING? 
If so, then please contact us at:  

Publications@ajgaerospace.com

The global nature of the aerospace industry brings particular 

vulnerabilities, the COVID-19 pandemic being the latest example. As 

an insurance broker, we recognise these threats and the importance 

of having a first-class team of industry specialists to manage these 

increasingly complex risks. As such, we have further expanded our 

global aerospace practice in 2020 with multiple new hires in London 

and the USA. Gallagher ranks amongst the very best resourced 

brokers within the sector, with over 370 aviation insurance 

specialists located throughout the world. Despite the current 

unprecedented situation with the majority of our team and insurers 

now working remotely, please be assured that Gallagher Aerospace 

is ‘business as usual’ and the quality of service, claims and 

negotiation of terms and conditions will remain as comprehensive 

and robust as ever. 
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0 1 .  L E A D  L I N E S  
–  T H E  H U L L  W A R  M A R K E T 
A U T H O R :  B R U C E  C A R M A N  –  C H I E F  U N D E R W R I T I N G  O F F I C E R  –  H I V E  A E R O

Hull War (Aviation Hull War & Allied 
Perils) is a niche area of Insurance, 
covering physical damage for 
malicious perils otherwise excluded 
from the All Risks (Aviation Hull and 
Liabilities) policy. 

The two classes share many attributes and clauses; however they 

also have their distinct differences. Unlike the All Risks, Hull War 

does not have attritional losses (non-major catastrophe losses). 

Instead, the class has a history of prolonged periods of low loss 

activity, punctuated by costly, catastrophic events (See Fig 1).

Fig 1. Hull War - Catastrophic Events Timeline

Source: Hive Aero
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Hull War is considered a Short Tail class, as losses are known and 

quantified at the end of each year, whereas All Risks commonly has 

outstanding liabilities with ongoing legal proceedings. 

When the proximate cause of loss cannot be determined, as was 

the case on 8 March 2014 when Malaysia Airlines flight MH370 

disappeared, Hull War and All Risks insurers both agreed to forward 

50% of the aircraft’s value to the assured under the 50/50 clause, 

AVS103. It is, in effect, a gentleman’s agreement requiring both sets 

of underwriters to agree or even, agree to disagree.

In June 2019, five years on from MH370’s disappearance, a court 

of arbitration found the cause of the loss to be pilot suicide, hence 

payable by War underwriters. Hull War rates immediately increased 

and AVS103 came under scrutiny, however maybe the application of 

the Missing Aircraft Clause should too. (If an aircraft takes off  

and is missing and is not reported for a period of (insert) days 

or more then it shall be deemed to have been lost due to a peril 

covered by this policy and the Insurers agree to pay the agreed 

value of the aircraft).

2020 started ominously with heightened tensions between the US 

and Iran, resulting in the downing of UIA Flight 752 on 8 January. 

The Iranian authorities claimed the aircraft crashed due to human 

error, shortly after take-off from Tehran notwithstanding significant 

intelligence countering their version of events. Three days later the 

Islamic Revolutionary Guard admitted mistaking the aircraft for  

a US cruise missile and shooting it down, making it a loss to the  

War market.

The loss occurring on Iranian soil resulted in complications with US 

Sanctions. Whilst the market takes a prudent approach to Sanctions, 

the laws are fraught with ambiguity, creating scope for multiple 

interpretations amongst both the airline industry and the insurance 

market practitioners.

In the wake of flight 752 and the subsequent increase in regional 

tensions came greater underwriting scrutiny of airlines’ route 

structures and flight paths, especially those operating in and around 

the Middle East. 

Thoughts return to the tragic loss of MH17 on 14 July 2014, shot 

down from 33,000ft. whilst overflying Ukraine, which focussed 

minds on the threat to commercial aviation operating over known 

war zones. Even though NOTAMS (Notice to airmen to alert aircraft 

pilots of potential hazards along a flight route that could affect  

the safety of the flight) were issued, warning of the dangers,  

MAS and other airlines deemed the overflight risks within 

acceptable parameters.

Since MH17, firms such as Osprey Flight Solutions have developed 

systems to aide airlines with real time risk management, assessing 

the risks not only to assets on the ground but also those associated 

with overflight of dangerous regions. Unlike NOTAMS, issued by 

multiple agencies, Osprey distil the data into a user-friendly, single 

source format for airlines to make real time, lifesaving decisions. 

The first two quarters of the year see very few major airline policies 

renew, however those that did, saw significant uplifts in their Hull 

War rating levels, with underwriters looking to recoup some of 

their recent losses. With the total Hull War premium estimated to 

be below USD100m, these increases pose little threat to airlines’ 

balance sheets. 

At the time of writing, we find ourselves in the midst of the 

COVID-19 pandemic, creating a significant global downturn and 

having a disastrous effect on airlines. Air travel seems to have 

played a significant role as a conduit facilitating the global spread of 

the virus. Ironically, the airline industry is now amongst the sectors’ 

worst affected as operations are systematically strangled  

by the pandemic’s choking grip. 

› Continued on page 8
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From the first case reported, in Wuhan, China on 31 December 2019, the virus accelerated rapidly with face masks becoming the “global 

badge of fear”. We are all currently witnessing, first-hand, something akin to a dystopian drama with travel bans widespread and aircraft 

grounded in numbers (far greater than in the aftermath of 9/11) as COVID-19 wreaks havoc on an unprecedented scale. (See Fig.2)

Enhanced screening etc Health certificates required etc Some arriving passengers quarantined etc

Some nationalities or passengers arriving from some countries denied entry etc Borders closed from except own nationalities

Fig 2. Closed Skies - Travel restrictions made by countries in response to the COVID-19 Pandemic* 
Markets with severe* restrictions cover 98% of global passenger revenues
*Including quarantine for arriving passengers, partial travel ban, border closure
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Enhanced screening etc Health certificates required etc Some arriving passengers quarantined etc

Some nationalities or passengers arriving from some countries denied entry etc Borders closed from except own nationalities Source: IATA COVID-19 Updated Impact Assessment - 24 March 2020.
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Fig 3. Top 20 Global Airports – Current Aircraft Storage Levels 
Aircraft Units and Estimated Fair Market/Insured Value Parked - Top 20 World Airports by ACI ranking

Note: Data as at 31st March 2020. Aircraft are included in the report if they have a parked period of >=1 day with no indication of a departure. The estimated insured value is calculated by multiplying the fair 
market value by 150%. Commercial airline equipment only.

IATA currently estimates the financial impact of the virus on the 

air transport industry to be around USD252bn. The true impact 

however may well be as much cultural as financial, as the public’s 

appetite for travel will inevitably take time to recover. 

Clearly the financial element of this will take its toll and there will be 

airline failures, meaning unpaid premiums and bad debt, which will 

ultimately have to be managed by insurers and brokers. 

Airlines will seek return premiums from All Risks underwriters as 

aircraft are laid-up and passenger numbers significantly reduced, 

however timing couldn’t be worse, as the Aviation market 

desperately tries to recoup some of its recent sizeable losses. 

For Hull War insurers, the growing number of grounded aircraft 

makes for eye-watering aggregate exposures (see Fig.3). Keeping 

a tab on these numbers is challenging, especially at a time when 

airline schedules are effectively rendered obsolete. 

› Continued on page 11
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BRUCE CARMAN ACII

Chief Underwriting Officer – Hive Aero

+44 (0)7850 057 577 | Bruce.Carman@hiveaero.com 

TO FIND OUT MORE › 

Society has acquired new phrases such as “social distancing”, 

“self-isolation” and “R0”. Whilst we all wash our hands regularly 

and don’t greet others in the usual way, it is imperative that we 

as a market don’t wash our hands or distance ourselves from our 

collective responsibility to the airlines. 

The insurance market plays an essential role in the world of air travel 

and we must work collaboratively with other key players such as 

banks and lessors, to help the airlines as far as we reasonably can 

in their hour of need. We hope that underwriters and brokers will 

stand shoulder to shoulder with the aviation industry in order to 

combat the effects of this global contagion.

Location Units Est. Fair Market Value 
(USD)

Est. Insured Value  
(USD)

Singapore (SIN) 205 $14,727,000,000 $22,090,500,000

Hong Kong (HKG) 178 $9,270,600,000 $13,905,900,000

Seoul (ICN) 165 $7,366,700,000 $11,050,050,000

Beijing (PEK) 159 $8,205,800,000 $12,308,700,000

Madrid (MAD) 158 $4,980,300,000 $7,470,450,000

Paris (CDG) 149 $4,958,600,000 $7,437,900,000

Amsterdam (AMS) 146 $3,787,100,000 $5,680,650,000

Dubai (DXB) 134 $11,715,600,000 $17,573,400,000

Shanghai (PVG) 124 $6,113,800,000 $9,170,700,000

London (LHR) 123 $7,043,100,000 $10,564,650,000

Frankfurt (FRA) 121 $3,662,300,000 $5,493,450,000

Guangzhou (CAN) 95 $4,588,800,000 $6,883,200,000

Doha (DOH) 90 $6,489,400,000 $9,734,100,000

Bangkok (BKK) 88 $3,230,600,000 $4,845,900,000

Tokyo (HND) 79 $3,746,500,000 $5,619,750,000

Tokyo (NRT) 59 $3,362,500,000 $5,043,750,000

Sydney (SYD) 59 $1,541,400,000 $2,312,100,000

Sao Paulo (GRU) 53 $1,929,200,000 $2,893,800,000

Los Angeles (LAX) 53 $2,009,700,000 $3,014,550,000

New York (JFK) 40 $863,100,000 $1,294,650,000

Grand Total 2,278 $109,592,100,000 $164,388,150,000

When everything seems to be going against 
you, remember that the airplane takes off 
against the wind, not with it. 

Henry Ford

Source: Hive Aero

1 1



0 2 .  M A R K E T  U P DAT E 

Last year, the aviation insurance 
sector experienced what was 
unquestionably the toughest market 
environment seen in decades, driven 
by what was one of the most costly 
claims years in history. 2020 looks 
set to become a far more challenging 
year for the aviation industry albeit 
for very different reasons as the 
coronavirus (COVID-19) pandemic 
continues to spread across the globe 
to devastating effect. 

1. Have market conditions in the aviation 
insurance market changed from those 
observed in Q4 2019? 

While the first quarter must be considered a quiet period in terms 

of renewal numbers, from our analysis the underlying conditions 

have not altered. The results from our limited data set suggest that 

average rates for Q1 renewals across most segments increased. 

Given our knowledge of forthcoming renewals that are now 

canvassing the market, early indications are that this rating trend 

will continue albeit somewhat clouded by the huge reduction in 

forecast exposures which will inevitably dent the 2020 calendar year 

premium income for the industry.

2. Will the COVID-19 pandemic reverse 
the market rating environment? 

It is unlikely that we will witness a reverse in the current market 

rating environment. While underwriters will certainly be sympathetic 

to the financial strain of COVID-19 on their aviation clients, especially 

airlines, they too will be heavily impacted by the decrease in 

exposures and the associated reduction in premiums that this will 

produce for both the 2019 and 2020 policies. Underwriters see this 

as a separate challenge to their long-term goal of achieving rate 

adequacy therefore they are unlikely to curtail the current level of 

rate increases they require on 2020 renewals.
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From an insurer’s perspective, it is important to understand that 

the current ‘hardening’ of the aviation insurance market has been 

driven largely by the unprofitability of the market following more 

than a decade of shrinking premiums and sustained losses, during 

which time capacity has contracted. Indeed 2019 became one of the 

most costly loss years in aviation insurance history with total annual 

claims in the majority of segments having equalled or exceeded 

overall premium income. Unfortunately, the first quarter of 2020 has 

also provided little reprieve, having produced further major losses. 

Insurers are under their own pressures to improve underwriting 

profitability or face potential closure or withdrawal of capital. 

3. So how will aviation insurers support 
their clients?

The aviation insurance industry has always tried to respond 

positively towards their clients in times of crisis and is now looking to 

support clients in this current time of need. Gallagher’s preliminary 

discussions with the major aviation insurers have been positive 

and suggest that they are minded to respond sympathetically and 

appropriately to assist their clients during this difficult time. This 

approach is a strong endorsement of the high calibre of the aviation 

insurance market.

Insurers may be willing to consider a range of measures to help 

their clients. It is important to understand however that these 

responses will vary from insurer to insurer, and every negotiation 

will be completely unique depending on how the risk has been 

placed, its particular circumstances, recent loss experience and the 

level of current and anticipated exposure reduction. During this 

difficult period Gallagher is working collaboratively with insurers 

to encourage an amicable and helpful way forward for our clients. 

From both perspectives clients are urged to assess, as best they can, 

the impact on exposures as we explain later in this article.

4. How are current capacity levels?
Capacity must continue to be managed carefully in the current 

market environment, particularly in those segments or coverages 

where levels have become strained. While we witnessed a 

contraction in overall levels in 2019, to date in 2020 we have 

fortunately not observed any further withdrawals or consolidation 

and so overall levels are stable, at least for now. In terms of new 

entrants, we are also yet to see any in 2020. Those who entered the 

aviation class in the later part of 2019, having operated for some 

months now, are very much writing in-line with established markets 

albeit somewhat less aggressively than some anticipated. Aviation 

underwriters remain selective when considering each risk and the 

level capacity they are willing to deploy. As observed last year, 

there is an increased adherence to technical underwriting rating 

model pricing and those buyers which require the highest limits 

of coverage and or those with regular losses and poor loss ratios 

face the greatest capacity restraints. The reduction in exposure 

that will result from the impact of COVID-19 unfortunately will not 

have a direct effect on the supply and demand equation as the level 

of capacity required for any one risk is driven by limit not by the 

underlying exposure volume. 

In the short term, with upwards pricing momentum anticipated 

to continue in 2020 it is reasonable to suggest that most markets 

are likely to remain committed to the class. Looking further ahead 

however, the picture is less clear and ultimately future variables such 

as the impact of COVID-19 on insurers/reinsurers and the overall 

aviation loss experience will play a pivotal role in what transpires. 

5. What is happening in the broking 
sector?

The insurance broking sector continues to make the headlines with 

the merger between Aon and Willis Towers Watson being the latest 

example. This announcement represents consolidation between two 

significant participants in the market place, the impact of which is 

awaited with interest.

6. Airlines update
Airline Hull and Liability insurance rates accelerated modestly in 

the first quarter following a series of costly losses and expensive 

ground incidents. Looking ahead, aviation underwriters are likely 

to continue to pursue rate increases but with a growing number 

of airlines having grounded all or part of their fleets their forecast 

renewal exposures are likely to be substantially reduced and this will 

potentially lead to a decline in overall airline insurance premium.

As mentioned earlier, recognising the impact COVID-19 is having 

on airlines, we understand that insurers are considering a range of 

measures to help their clients from deferral of instalments to return 

premiums. These are likely to be limited to the Hull and Liability 

policies and the responses of each insurer and on each risk will 

inevitably vary considerably. It is important that each airline is able to 

provide its broker with accurate exposure information as soon as this 

can be quantified and is available. This information should include, 

percentage of your fleet on ground, registration numbers of any and 

all grounded aircraft, estimated reductions in passenger/departure/

RPK numbers, changes to your future operational plans and any 

other alterations you are making to your flight schedules. As this is 

a very dynamic situation we recommend initially looking at a three 

month period from 1 April then re-assessing during that time as the 

situation develops in preparation for the following three months. 

› Continued on page 14
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For our aerospace clients, please be assured we are already in 

constructive conversations with underwriters to gauge their 

positions and we will be exploring all potential options to assist 

where reasonably possible.

It must be mentioned that aviation war is currently experiencing 

the strongest reaction from insurers in respect of pricing. Two 

incidents in January which include the Manda Bay air base attack 

in Kenya and the loss of Ukraine International Airlines Flight 752, of 

which the aircraft hull payment will fall on the aviation war market, 

are estimated to have led to combined claims of circa USD70m, 

wiping out a substantial portion of the annual premium pot 

(estimated at circa USD100m in 2019). Looking ahead, negotiations 

are likely to remain challenging and aviation war underwriters will 

no doubt be mindful when assessing their exposures especially 

since the COVID-19 pandemic has inevitably lead to an increased 

accumulation of assets on the ground at airports worldwide. 

That said, we hope (from our general discussions) that the war 

market will also respond sympathetically and appropriately to  

assist their clients.

Financiers/Aircraft lessors

Market conditions in this sub-segment have historically been, and 

remain, influenced by the results of the airline sector. It therefore 

comes as no surprise given current conditions that pricing is 

also increasing for contingent insurance buyers, albeit at a more 

moderate level. Looking ahead, this sub-segment could face higher 

premiums should the pandemic continue longer-term. Typically 

repossessed/off-lease aircraft rates are notably higher than for 

those on lease. Should some airlines limit or cease operations, 

financiers/aircraft lessors could therefore be stuck with increased 

numbers of assets which may be subject to these higher rates.

7. General Aviation (GA) update
Given the highly diverse nature of this segment and the variety 

of aircraft and operations it encompasses, commentary on 

average rating levels is less pertinent. Pricing for GA risks can be 

unpredictable but it is clear that premium levels continue to 

increase across the board. Insurers are exercising strong discipline 

in the deployment of capacity in this segment and overall levels 

have contracted. 

In the current environment many insurers are now moving away 

from accepting 100% exposure and are instead frequently opting 

to spread risk by participating on a co-insurance/syndication 

basis (several aviation underwriters participating). Additionally, 

some leaders are refusing to offer renewal terms as they seek to 

streamline their portfolios and reduce exposure to certain risk 

profiles (non-western built aircraft, ab-initio training, single aircraft 

operations, older aircraft). In these instances it is becoming more 

challenging to find alternative lead quotes and we recommend 

planning further in advance and to allow longer for your renewal.

In prior market reviews, we advised our clients to maintain liability 

limits as underwriters might attempt to restrict liability limit 

availability in a hardening market, which has certainly been the case 

in the first quarter of 2020. For commercial helicopter operations, 

owner-flown turbine-powered aircraft operators, as well as any 

single-pilot, turbine-powered aircraft operation, some underwriters 

have not only resisted attempts to increase liability limits, but have 

actually pushed for reduced liability limits at renewal, requiring 

brokers to seek excess liability through another insurer, or even 

having to use multiple markets on a quota share placement 

approach to provide primary coverage at existing liability and/or hull 

limits. Looking ahead we strongly recommend against any voluntary 

liability limit reduction at this time as the limits you might have now 

may not be offered in the future.

› Continued on page 15
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8. Aerospace Manufacturers and 
Infrastructure update

The pressure from capital providers/senior management remains 

on the underwriters to ensure profitable portfolios and this will 

therefore in turn require each individual risk to be assessed on its 

own merit. Insurers are being as understanding as they can be given 

the unprecedented situation posed by COVID-19 and the impact on 

a large proportion of Aerospace Infrastructure clients is no lesser 

than on the airlines. However, those accounts that demonstrate a 

negative premium versus losses picture are going to be even more 

challenging. Capacity has not changed, we still have sufficient levels, 

but insurers resolve to ensure profitability has not changed either.

We are still seeing insurers seek around 20-25% minimum  

premium/rate increases, but they are taking the individual risk 

exposures in to consideration. This sector has always been rated  

on a non-adjustable basis, and this is the one area where it is 

possible that we will see a potential change in the coming months 

as the market tries to find a balance between the required rate 

increases of insurers versus the exposure challenges that our clients 

are faced with.

9. Space update
With 2020 well underway, it is now clear that the maximum 

capacity available in the insurance market is at a level only slightly 

lower than 2019. However, we are continuing to see a strong focus 

by underwriters on the technical elements of each placement 

and as such we would expect those placements with significant 

elements of new technology or heightened technical exposure to 

see noteworthy restrictions on the capacity underwriters will  

make available.

The space insurance market continues to hold fast to the premium 

rate increases implemented in H2 2019 and we are starting to see 

a revised rating baseline develop. As each individual underwriter 

looks to achieve these increased premium rates, the spread from  

the highest to lowest price points continues to be relatively wide 

and due to this placements with a high sum insured are requiring 

the highest priced markets to form part of the syndication which  

in turn has an impact on the overall composite premium rate for  

the placement. 

For our clients it still remains true that there is ample capacity 

available from the insurance market and the products available are 

well suited to our client’s needs. However, for all of our clients, and 

especially for those with risks with a high sum insured or significant 

technical elements, we continue to recommend considering multiple 

placement structures to ensure that the most appropriate mix of 

products is identified. We continue to work closely alongside our 

clients to ensure that we implement a most comprehensive  

strategy available and provide their coverage needs in a cost 

effective manner.

In Summary
• The COVID-19 pandemic is unlikely to reverse the current market rating environment 

• Insurers are however sympathetic to the impact of COVID-19 on their aviation clients and are considering a range of measures to 

help – their responses are varied and viewed on a case by case basis

• Recent frequency and severity of aviation claims remains a key driver in market dynamics

• Insurers showing increased adherence to underwriting actuarial model pricing - detailed exposure information is very important

• Strained capacity levels in specific segments/coverages but no further withdrawals or consolidation seen in 2020 (at this point) 

• Current rating cycle predicted to continue throughout 2020.

Gallagher’s preliminary discussions with the 
major aviation insurers have been positive 
and suggest that they are minded to respond 
sympathetically and appropriately to assist 
their clients during this difficult time.  
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03.   TO P  T I P S  F O R  I N S U R A N C E  
  B U Y E R S  I N  2 0 2 0 

Ensure you have the right representation: With the aviation 

insurance market currently unsettled and companies under 

substantial operational pressures, it is vital that buyers partner 

with an insurance broker that has the experience, leverage 

and insurer relationships to navigate this uncertainty and 

deliver the best result for your organisation. The Gallagher 

team has a strong reputation in the market and are well 

placed to assist.  

Start your renewal process earlier: In the current market 

renewal negotiations take longer therefore the earlier 

the process is started, the better. Early preparation and 

engagement with the market is hugely beneficial to  

achieving results and it also allows for more accurate  

planning and budgeting.

Consider your renewal options: Take time to consider any 

and all alternative options, strategies and recommendations 

proposed by your broker in respect of your insurance 

programme. The primary role of a broker is to help its clients 

assess the types of risks they face and to help them find 

suitable cost effective insurance protection.

Supply comprehensive information and differentiate 

yourself: With heightened insurer selectivity, presenting 

the right risk information is essential. Every negotiation 

will be unique to each client’s particular circumstances and 

underwriters will stress they need justification to support 

pricing levels. Any information you can supply to differentiate 

yourself as a preferred risk will assist greatly. Additionally, 

given the on-going COVID-19 pandemic it is critical to 

supply accurate information on alterations to operational/

organisational plans, and supply the latest projected exposure 

information as soon as it is available and quantified. 

Insurance carrier relationships: Continuity and insurer  

relationships can assist greatly in negotiations particularly 

during times like these. Taking time to maintain relationships 

with your key insurance partners will in our experience lead to 

more constructive discussions and renewal negotiation.

Focus on loss control measures and safety management: 

Many factors play a part in an underwriter’s assessment of 

risk. However those clients who can demonstrate an active 

approach to safety and loss control will continue to be viewed 

far more positively. Focus on reducing attritional losses and 

be sure to share the results of any risk management initiatives 

undertaken so that these can be positively highlighted by 

your broker to help differentiate your risk. 

Consider your future insurance requirements and buying 

appetite: Aside from standard aviation insurance cover, 

there are a number of special products available that could 

provide airlines and aerospace companies with additional 

protection i.e. non-damage business interruption amongst 

others. These solutions have been available for some time, but 

in our experience despite the potential value these products 

can provide in times of crisis, take-up is often limited, mainly 

due to cost. While the initial cost of these products may 

sometimes seem difficult to justify, the on-going COVID-19 

pandemic and indeed past events such as the SARS 

outbreak and the Icelandic Eyjafjallajökull volcanic ash cloud 

highlight the significant exposure inherent in aviation. Clients 

should not underestimate the potential value that these 

supplementary products can provide in times of hardship. 

Indeed in the current environment another unrelated non-

damage business interruption event might damage recovery 

prospects irrevocably if it occurred on top of COVID-19. 

Aviation companies may never be more vulnerable than in 

the post pandemic period and therefore prudent purchase of 

this type of cover could be important to investor confidence. 

Gallagher will continue to advocate and explore the latest 

solutions for our clients. 

NIGEL WEYMAN

Aerospace Global Executive, Gallagher

+44 (0)207 466 1448 | Nigel_Weyman@ajgaerospace.com

TO FIND OUT MORE › 
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0 4 .  L O S S  U P D A T E

Airline update
In terms of airline losses, 2020 has started off poorly, experiencing 

further loss activity. There were two fatal losses during the first 

quarter which accounted for some 179 passenger and crew 

fatalities and together they will produce some substantial claims.

The first of fatal loss was that of Ukraine International Airlines 

flight 752 which was shot down shortly after takeoff from Tehran 

Imam Khomeini International Airport, in Iran. All 167 passengers 

and nine crew members on board the Boeing 737-800 perished. 

The second fatal loss in Q1 saw Pegasus Airlines flight 2193 suffer 

a runway excursion after landing at Istanbul-Sabiha Gökçen 

International Airport, Turkey. Of the 183 occupants onboard the 

Boeing 737-800 aircraft, three passengers died and a number of 

others sustained injuries.

As is typical in the airline industry, aside from fatal losses, there 

were several other incidents that occurred throughout the second 

quarter, including runway excursions and hard landings which will 

also lead to some expensive hull claims. 

Hull War
The hull war sector suffered two losses in the first quarter of 2020, 

both of which occurred in January. The first loss followed an attack 

on Manda air base in Kenya. The attack left a US service member 

and two contractors dead and six aircraft and helicopters were 

reported as either damaged or destroyed.

The second and largest loss relates to the earlier mentioned 

Ukraine International Airlines flight 752, from which the hull 

insurance payment will fall on the airline’s aviation war policy, due 

to the aircraft being shot down. The liability aspect of this loss will 

fall on the Hull, Spares and Liability (all risks) policy and will be a 

complicated claim for insurers due to Iran being a US sanctioned 

country and the legal requirement for insurers to seek permission 

from the US Office of Foreign Assets Control (OFAC) to deal with 

business in a sanctioned territory.

Following what was one of the most costly claims years in aviation 
insurance history in 2019, the first quarter of 2020 concluded with further 
loss activity across a number of segments.

› Continued on page 18
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General Aviation (GA) update
Much like in the airline segment, general aviation insurers 

witnessed further losses in the first quarter of 2020. January 

saw the high-profile helicopter crash in California in which NBA 

basketball player Kobe Bryant, his daughter and seven others 

were killed. While the hull payment in respect of the Sikorsky S-76 

helicopter is believed to be relatively low value, legal proceedings 

have only just begun and so the final quantum of liability 

compensatory awards and any punitive damage costs will not be 

known for some time.

Meanwhile, March brought with it claims relating to tornado 

damage at Nashville John C. Tune Airport in Tennessee, USA, in 

which multiple corporate jets and several smaller aircraft were 

damaged or destroyed. This loss is likely to produce significant 

claims given the number of aircraft involved and the extent of 

damage sustained. At this stage however it is unclear whether any 

of these risks are underwritten in the international market or if 

they are limited to local domestic US insurers.

March also saw the Civil Aviation Authority of the Philippines 

(CAAP) ground the entire fleet of aircraft charter service company 

Lionair Inc. after one of its medical evacuation (Medevac) planes 

burst into flames during takeoff in Manila. All eight people 

onboard, including the pilot and two crew members, a doctor,  

a nurse, a flight medic and an American and a Canadian passenger 

were reported dead and the resultant liability awards could  

be expensive. 

Aerospace Manufacturers and 
Infrastructure update
Following substantial losses in this segment in 2019, unfortunately, 

the first quarter of 2020 provided little reprieve to aviation 

insurers, witnessing further loss activity. This included multiple 

claims relating to tornado damage at Nashville John C. Tune 

Airport in Tennessee, USA, in which buildings, hangars, and other 

equipment were damaged. It is unclear what these claims will cost 

but early media reports suggest the airport damage could cost 

circa USD100m. 

Meanwhile, it is also being mooted that insurers could face 

product/manufacturer liability claims in relation to the helicopter 

crash in California in which NBA basketball player Kobe Bryant was 

killed. It is unclear at present if this is the case and ultimately much 

will depend of the NTSB’s (National Transportation Safety Board) 

findings as to what caused the crash. 

At such an early point in the year these losses do little to ease the 

current pricing pressure. 
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0 5 .  AV I AT I O N  M A R K E T  A N D  
       I N D U S T RY  N E W S 

IATA Updates COVID-19 
Financial Impacts
The International Air Transport Association (IATA) updated its 

analysis of the revenue impact of the COVID-19 pandemic on 

the global air transport industry. Owing to the severity of travel 

restrictions and the expected global recession, IATA now estimates 

that industry passenger revenues could plummet USD252bn or 

44% below 2019’s figure. This is in a scenario in which severe travel 

restrictions last for up to three months, followed by a gradual 

economic recovery later this year. 

IATA’s previous analysis of up to a USD113bn revenue loss was made 

on 5 March 2020, before the countries around the world introduced 

sweeping travel restrictions that largely eliminated the international 

air travel market.

“The airline industry faces its gravest crisis. Within a matter of 

a few weeks, our previous worst case scenario is looking better 

than our latest estimates. But without immediate government 

relief measures, there will not be an industry left standing. 

Airlines need USD200bn in liquidity support simply to make it 

through. Some governments have already stepped forward, but 

many more need to follow suit,” said IATA’s Director General and 

CEO, Alexandre de Juniac.

Slower Recovery

The latest analysis envisions that under this scenario, severe 

restrictions on travel are lifted after three months. The recovery in 

travel demand later this year is weakened by the impact of global 

recession on jobs and confidence. Full year passenger demand 

(revenue passenger kilometers or RPKs) declines 38% compared 

to 2019. Industry capacity (available seat kilometer or ASKs) in 

domestic and international markets declines 65% during the second 

quarter which ended 30 June 2019, compared to a year-ago period, 

but in this scenario recovers to a 10% decline in the fourth quarter. 

Region of Airline Registration % Change in RPKs 
(2020 vs. 2019)

Est. Impact on Pass. Revenue 
2020 vs. 2019 
(USD billions)

Africa -32% -4

Asia Pacific -37% -88

Europe -46% -76

Latin America -41% -15

Middle East -39% -19

North America -27% -50

Industry -38% -252

Source: IATA

Insurers are sympathetic to the impact of 
COVID-19 on their aviation clients and are 
considering a range of measures to help – 
their responses are likely to be varied and 
viewed on a case by case basis.

To view and or download the latest IATA impact presentation  

please click here.
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Coronavirus epidemic could cost aviation industry up to USD5bn 
in Q1 2020

The above estimates do not include potential impacts due to 

reductions in international air freight movements on cargo-only 

aircraft, airports, air navigation service providers, to Chinese 

domestic air traffic, or to international traffic with respect to the 

Hong Kong and Macau Special Administrative Regions of China,  

or it’s Taiwan Province.

With respect to major tourism-related impacts in the first quarter 

of 2020 due to reductions in Chinese air travellers, ICAO estimates 

that Japan could lose USD1.29bn in tourism revenue, followed by 

Thailand at USD1.15bn. .

ICAO stressed that these are preliminary figures and forecasts, and 

that they do not yet take into account the more comprehensive 

assessments of direct and indirect COVID-19 economic impacts 

which will eventually be determined.

In a recent press release, the International Civil Aviation 

Organization (ICAO) announced a preliminary forecast relating to 

the expected economic impacts from the coronavirus, or COVID-19 

travel bans on international air connectivity. ICAO reported that 

some 70 airlines have cancelled all international flights to/from 

mainland China, and that a further 50 airlines have curtailed related 

air operations. This has resulted in an 80% reduction of foreign 

airline capacity for travellers directly to/from China, and a 40% 

capacity reduction by Chinese airlines.

ICAO’s preliminary estimates indicate that the first quarter of 

2020 has instead seen an overall reduction ranging from 39% to 

41% of passenger capacity, or a reduction of USD16.4 to 19.6 mn 

passengers compared to what airlines had projected. This equates 

to a potential reduction of USD4-5bn in gross operating revenues 

for airlines worldwide.
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06.    M A R K E T  P E R S O N N E L  M OV E S  I N  Q 1

Gallagher expands its aerospace team with latest new hires 
We are delighted to announce the following new appointment to our global aerospace practice:

Peter Jury has joined as Operations Control Manager. Based 

in London, with over 20 years’ financial management and 

accounting experience, Peter joins from Marsh-JLT Specialty, 

where he was most recently head of financial reporting.

Neil Drowley has joined as head of policy wordings. Based in 

London, Neil will be responsible for leading Gallagher’s specialist 

wordings team, managing all phases of contract administration 

and wordings review. Bringing more than 25 years’ experience in 

the London market, Neil most recently held the position of senior 

aviation wordings technician at MS Amlin. 

Nita Clancy has joined as a senior wordings technician. Based in 

London, Nita will be responsible for contract administration and 

wordings review. Bringing more than 27 years’ experience in the 

London market, Nita most recently held the position of aviation 

wordings technician at Xchanging. 

Paul Wrenn will join as a Partner following completion of 

his contractual notice period. Based in London, Paul will be 

part of Gallagher’s dedicated Aerospace Manufacturers and 

Infrastructure team with responsibility for the production of 

new business and the servicing of our major aerospace clients. 

Bringing more than 16 years’ experience in the aviation  

insurance sector, Paul most recently held the position of senior 

underwriter products & airports at Allianz Global Corporate  

& Specialty (AGCS).

Graham Herbert will join as a Partner following completion of 

his contractual notice period. Based in London, Graham will be 

responsible for the production of new business and the servicing 

of our aviation clients. With over 30 years’ experience in the 

aviation insurance sector, Graham joins from Allianz Global 

Corporate & Specialty (AGCS), where he was most recently a 

senior airline underwriter.

Andrew Gardener will join as a Partner following completion of 

his contractual notice period. Based in London, Andrew has over 

20 years’ experience in all technical aspects of aviation insurance 

and will be responsible for the servicing of our aviation clients 

worldwide. Andrew joins us from Marsh-JLT Specialty where he 

most recently held the position of senior vice president in their 

aviation division.

Matt Donnohue has joined as a senior vice president based in 

New York. Matt brings over 15 years’ industry experience and 

in 2019, was recognised as Power Broker - Aviation by Risk & 

Insurance magazine. He joins from Aon, where he most recently 

held the position of a vice president in its aerospace division. 

Thomas Klaus has joined as a senior vice president based in New 

York. Thomas has over 15 years’ experience in both broking and 

underwriting, and joins from Willis, where he most recently held 

the position of vice president and general aviation practice leader.

La Reunion Aerienne (LRA)

Malcolm Brett has joined as chief business development officer 

based in London. He most recently held the position of product 

group leader for aviation at MS Amlin. 

Swiss Re Corporate Solutions

Adam Spicer has joined as Senior Underwriter Aviation from Elseco. 

Additionally, Annabel Gray has joined as Underwriter Aviation 

moving from Swiss Re’s reinsurance claims team. Both Adam and 

Annabel join as at 1 April 2020 and are located in London.

Allianz AGCS

Jonathan Milford-Cottam has been appointed Head of Aviation 

for Regional Unit London. Jonathan succeeds Tom Fadden, current 

Global Head of Aviation.

Source: Market knowledge and publicly available information.

AXA XL

Scott Gunter has joined as CEO replacing Greg Hendrick. He 

most recently held the position of senior vice president at Chubb 

and was president of the insurer’s North American commercial 

insurance unit.

Global Aerospace

Charles Wetton is joining as Head of Space. He most recently 

held the position of has Senior Underwriter Aviation at Swiss Re 

Corporate Solutions in Zurich.

HDI Global Specialty SE 

Frida Kangasniemi has been promoted to the role of Head of 

Airline, based in Stockholm. Additionally, Michael McEwen  

has joined HDI as Head of Aviation, Canada. He joins from  

Toronto-based Canadian Aviation Insurance Managers Ltd.
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CONDITIONS AND LIMITATIONS 

This note is not intended to give legal or financial advice, and, accordingly, it should 

not be relied upon for such. It should not be regarded as a comprehensive statement 

of the law and/or market practice in this area. In preparing this note we have relied on 

information sourced from third parties and we make no claims as to the completeness 

or accuracy of the information contained herein. It reflects our understanding as at 

30 March 2020, but you will recognise that matters concerning COVID-19 are fast 

changing across the world. You should not act upon information in this bulletin nor 

determine not to act, without first seeking specific legal and/or specialist advice. Our 

advice to our clients is as an insurance broker and is provided subject to specific terms 

and conditions, the terms of which take precedence over any representations in this 

document. No third party to whom this is passed can rely on it. We and our officers, 

employees or agents shall not be responsible for any loss whatsoever arising from the 

recipient’s reliance upon any information we provide herein and exclude liability for 

the content to fullest extent permitted by law. Should you require advice about your 

specific insurance arrangements or specific claim circumstances, please get in touch 

with your usual contact at at Gallagher Aerospace.

gallagher-uk| | @GallagherUKajg.com/uk

https://www.linkedin.com/showcase/gallagher-uk
https://twitter.com/gallagheruk?lang=en
http://ajg.com/uk

