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“You may have received a letter from your insurance carrier preparing you for a “significant” increase in 
premium at renewal.  This letter is required by the laws that govern insurance companies and may not 
reflect what will actually happen at renewal.  Rest assured we will continue to canvas all markets to 
make sure you are getting the best value for your insurance dollar.” 
 
While we are on the subject I’d like to take the time to give you some background on a few dynamics 
and issues that I see affecting the aviation insurance industry in 2017 and beyond.  
 
Some Background and Recent History 
 
In 2006, the aviation insurance industry entered what is known as a “Soft Market.”  A soft market is 
characterized by a large influx of insurance companies entering the marketplace, increasing choices for 
our clients, and sending higher than usual insurance rates to more reasonable levels.  This soft market 
was exacerbated by the economic meltdown in 2008 which had a major negative impact on the aviation 
insurance industry.  The economy was shrinking, new customers were becoming scarce and established 
customers were either reducing their flying or selling their aircraft.  Ensuing depressed aircraft values 
(never really recovering) and plummeting rates had a double whammy on the insurance companies 
overall premiums and revenue.  The net result of a larger number of insurance companies competing for 
premium in an ever shrinking market created a glut of capacity.   And, because the economic downturn 
affected all of the property and casualty insurance industry, the re-insurers deemed the aviation 
industry a better investment than other options worldwide.  Thus we entered a sustained “soft market” 
with ever downward spiraling rates.  Today, you are the beneficiary of what is said to be the cheapest 
aviation insurance rates in the past 40 or 50 years.  
 
I think I can safely say that since 2012, there isn’t an insurance company who hasn’t wanted to raise 
rates across the board. However, due to the extreme competitiveness in the market place, they couldn’t 
raise rates without losing significant market share. Their problem has been simple to understand.  While 
their revenue (premiums) have been falling, the cost of repairing aircraft and settling claims has not.  
And with the revived economy resulting in an increased flying activity, the number and frequency of 
claims has increased as well.  Needless to say, their profits on their underwriting operation have been 
depressed for quite some time. 
 
For past 4 or 5 years I have listened to several Aviation Insurance industry experts offer the opinion that 
while the aviation insurance companies remained marginally profitable, that profitability could not be 
sustained in a continued soft market.  Further, the industry as a whole was under funded to withstand 
another catastrophic loss reminiscent of September 11, 2001. 
 
 
Today and Beyond  
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Beginning in the Spring of 2017, without a single catastrophic event to shock the marketplace and 
without a larger reduction in market capacity, the aviation insurance marketplace has remained soft to 
the point that each and very insurance company has been examining their books of business to see 
where they are profitable, where they are not, and making strategic decisions about their appetite for 
certain classes of business.   
 
As we approach 2018 there are other dynamics in place.   
 

 One Specialty Market for light aircraft has pulled out with no one else to replace them, reducing 
market capacity.  Their parent company simply determined that rates they were selling 
insurance could not be profitably sustained and the best solution was exiting the marketplace.  
Will there be more underwriting companies exiting the marketplace or consolidations to reduce 
capacity?  That’s hard to say! 

 

 More importantly, as the world economy has gotten better, the reinsurers are finding other 
segments of the insurance industry to invest their capital, putting an upward pressure on how 
much the aviation underwriters are going to have to pay for their insurance.   
 

 At a recent International Aviation Insurance Conference in London I listened to an opinion 
presentation by a Reinsurance statistician who compared today’s dynamics with those of 1990. 
The Name of his presentation was 90 in 90, meaning in 1990 the industry cost of doing business 
needed to be about 90% of premiums.  The condensed version of his presentation was, for the 
Aviation Insurance Industry as a whole, the total cost of producing and delivering aviation 
insurance was anywhere from 98% to 103% of premium.   The industry needed to get back to a 
10% margin however they could.     

 
Trends I see happening now and in the future. 
 

 Selective rate increases in certain classes of aircraft varying by company and their loss 
experience for those classes of aircraft. 

 Greater attention to clients with negative loss histories through one or all of the following  
o Rate increases  
o Tightening underwriting criterial to require more or better training 
o More stringent Open Pilot Warranties including the restricting or eliminating the use of 

“Pilots as Approved by the Named Insured.”  

 Reducing liability limits exposure, especially for single pilot and owner flown aircraft.  

 Selective withdrawal from certain classes of business. For instance: 
o Some insurance companies are no longer offering terms on certain types, makes & 

models of aircraft. 
o  Some are moving away from owner pilots transitioning into turbine aircraft and new 

pilots in high performance complex piston aircraft. 

 Closer examination of new quote requests not currently on their books with a corresponding 
increase in declinations to offer quotes based on more stringent overall underwriting criteria.  
This criteria could include: 

o As Regards Aircraft 
 age of pilot,  
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 age of aircraft,  
 Owner pilots in turbine aircraft with higher than normal liability limits.   
 Single pilot turbine aircraft with higher than acceptable liability limits.   
 Certain classes, makes & models of aircraft 

o Other Classes of commercial insurance they feel they are either not competitive or have 
not been able to make a consistent profit.  

 Stand-alone Flight Schools 
 Stand-alone Repairs and Services Operations 

 In the event that some underwriting companies experience an increase in cost of purchasing 
reinsurance, they will have no recourse but to pass this increased cost to the consumer (you) 
regardless of its impact on their market share.  

 
These independent changes in underwriting criteria and appetite for certain classes of business is the 
basis for a trend of “selective reduction” in competitiveness in the market place.  The net effect will 
eventually lead to an upward pressure on rates for you, the consumer.  Every insurance company 
appears to be making their decisions based on strategic evaluation of what they want to insure, and 
what terms, conditions, and limitations they want to offer, based solely on their profitability and what 
they believe will be profitable for them in the future.   
 
Bottom Line  
 
That being said, I’d like to make two points: 

1. There remains and will continue to remain plenty of capacity to provide cost effective aviation 
insurance to all classes of aviation consumers.   

2. The Preferred Operator - The aviation operation with a pristine loss record and excellent risk 
management practices - will continue to attract the most competition from the insurance 
companies which will lead to the best rates in the marketplace.  

 
Further to that, I have always believed that operational excellence is the best insurance you can buy in 
any market.   
 
Safety is not a Cost – it’s an Investment.  
 
Best Regards 
JIm 

 


