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Q:   What is the current state of the 
commercial Italian insurance market?

a: Like the rest of the world, Italy is experiencing 
hardening of rates across several lines of business. 
The main lines where increases are occurring are 
property, financial lines, surety and particularly 
D&O.

Italy is the most important 
market for surety bonds and 
guarantees in Europe. The 
economic downturn caused by 
the pandemic saw construction 
and industrial businesses suffer.

Construction had already been 
experiencing difficult conditions 
for a number of years and the 
pandemic was, as you might say, 
the last page in a very large book 
of uncertainty and bad news for 
the sector.

From the insurance perspective, the 
construction and engineering sector has the 
potential for some interesting opportunities  
in the coming years. The increased investment 
from the EU and US in the construction  
sector is seen as a main driver for economic 
growth. Interestingly, against this growing 
infrastructure investment, we have a soft  
insurance market for related engineering lines. 
Construction all risk, erection all risks and 
equipment coverage rates are not hardening.  
This combination could deliver strong growth 
potential in these lines.

Turning to business interruption (BI) – and 
particularly contingent BI losses, which are an 
important element of the coverage in Italy – these 
are an important focus for the large corporate 
sector. Until the pandemic, it was hard to image 
an event that might trigger such a significant level 
of loss. That is not the case now.

We have invested a lot in risk consulting 
activities for our clients to help them map, 
assess and manage risks – all important 
factors supporting placing activities. We have 
certainly seen an increased level of sensitivity 
and recognition of the importance of BI and, 
especially, contingent BI exposures.

In the claims environment, we are not seeing 
specific issues. The claims process is slower but we 
are not seeing more disputes or litigation. Dealing 
with the top-tier insurers with stronger financial 
ratings and performance is an important factor, as 
are the general delays in servicing and challenges 
in maintaining relationships.

Q:   Has remote working made it more 
difficult for you and your clients to get the 
interaction you wanted with insurers?

a: In addition to rates, the positions around 
policy terms and conditions and availability of 
capacity are deteriorating. In part, this reflects 
the difficult times insurers are facing. But in the 
face of reduced capacity and increasing prices, 
it is disappointing to experience what I would 
call, the ‘abuse’ of remote working by some 

insurers. When it comes to accessibility 
and decision making in the virtual 
environment, insurers appear to be 
behind the curve.

We have put in place a number of 
Covid-19 safety measures for our staff, 
which means we have been able to meet 
clients in an appropriately secure way 
and not just virtually. However, the 
relationship with insurance companies is 
still restricted to remote working. 

We continue to negotiate through 
Teams, Zoom and Skype. It is 

paradoxical that despite the benefits in some 
aspects of this virtual world, it is having an 
impact on how we do business. In the middle of 
the hard market, the link between this reduced 
contact and higher prices seems clear. As a result, 
I do not see this changing in 2021 and hardening 
will continue. We are all looking forward to this 
changing as we see more restrictions being eased.

Q:   How have clients changed their approach 
to risk management and transfer in these 
turbulent times? 

a: In the face of rate and capacity challenges, it 
has been interesting to see that corporate clients 
do not have an appetite for alternative risk 
transfer options. 

What was evident at the end of 2020 and in 
the early part of this year, however, was clients 
adopting a different approach to evaluating 
their risks. This has been driven by a desire to 
be more flexible and ‘appealing’ to the insurance 
market, to secure coverage. For example, we 
have seen a number of our property clients using 
loss prevention and risk engineering activities to 
be more effective in presenting their risks and 
coverage needs.

This is an evolving hard market and indeed, 
a ‘cherry-picking’ market, with underwriters 
looking for the good risks and avoiding the 
bad ones. In the face of such market dynamics, 
clients need to do more than just say, ‘here’s 
the risk, that’s the policy and the price’. They 
need to think outside the box and demonstrate 
capabilities, professionalism and pay more 
attention to their exposures.

If there is one risk management positive from 
the pandemic, it is that clients are more attuned 
to the need to assess and manage their risks in 

a different way. This is a more mature approach 
than previously and demonstrates that clients 
understand the needs of the underwriters.

Q:   Are broker and client relationships 
strained, or is the hard market  
bringing you closer together? What 
lessons are being learnt from the  
hard market and Covid-19? 

a: The broker/client relationship is improving 
and this reflects the increasingly important 
role that brokers play as risk consultant in such 
difficult times, and this is appreciated by clients 
more now than in the past. We have several 
clients expressing concerns about the impact 
of rate hardening. This is not just in terms of 
pricing and terms and conditions, but also in 
terms of the ability to find the cover and capacity 
they need to cover their exposures. Clients 
recognise our professionalism and ability to find 
risk solutions to cover challenging placements.

We have seen an emerging consciousness 
among risk managers that whether your 
determining future strategy, planning 
diversification, acquiring a business or launching 
in a new country, everything starts with risk. 
Before 2020, legal and finance were the main 
drivers addressing all of these aspects, but today 
risk plays as important a role.

Clients have a greater understanding of 
the impact of risk on their balance sheets. 
They assess and measure these risks to gain 
a full understanding of their exposures and 
what is required to cover them. This maturity 
in understanding has resulted in a different 
appetite, a different feeling about the challenges 
they face.

The Italian market has always been one of the 
lowest in Europe for insurance spend, defined 
as the ratio of direct gross premiums to gross 
domestic product, and toward the bottom of the 
list in relation to risk analysis.

The key lesson for some decision makers in 
large to mid-sized corporate companies has 
been around improving the understanding of 
risks, understanding their size and the potential 
frequency of the exposure.

There has also been a change in awareness 
of insurance being seen as a ‘commodity’, to 
recognition that insurance and risk analysis play 
an important role in business strategies. You 
are not simply buying cover; you are investing 
in professionalism and knowledge to drive 
corporate growth.

From the negative impacts of Covid-19, I see 
opportunities for the Italian economy to become 
stronger and this will start with insurance and 
risk analysis.

Rate and capacity challenges driving  
risk management maturity in Italy
u  BROKERSLINK
Roberto Armana, president and CEO of PCA SpA, Brokerslink’s affiliate representative in Italy, discusses 
the state of the Italian insurance market and the impact of Covid-19. He notes a growing maturity among risk 
managers that he believes will stand them in good stead well beyond the Covid years…

Roberto Armana


