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LIABILITY INSURANCE
HEADWIND LIES AHEAD

As arguments to explain the new situation, insurers 
are citing rising claims payments, capacity cuts fol-
lowing mergers involving some insurers and the poor 
combined ratio in the portfolio as a whole. What is 
more, they are no longer able to use investment in-
come to offset negative operating results. 

AIM FOR LONG-TERM POLICIES
Prices and capacity levels for exposed risks and com-
panies in the pharmaceutical, chemical, medtech 
and automotive supply sectors are particularly hard 
hit. Many of our customers have long-term policies 
based on fixed conditions thanks to forward-looking 
risk management systems. For those policies that 
are set to expire, we recommend starting the renew-
al process early on and aiming for multi-year policy 
periods.

NEW DRONE REGULATION FROM 2021 ONWARDS
The use of drones in industry has increased signifi-
cantly in recent years. Larger devices are also used 

for monitoring, surveying or transportation. As of 
2021, the regulations governing the use of drones 
will be adapted in line with corresponding EU regu- 
lations. The FOCA has published more detailed in-
formation on the new legal situation. If you want to 
use drones, you should familiarize yourself with the 
details at the latest after the new regulations come 
into force. 

Willi Löw 
Practice Leader 
Liability Insurance

We are all in the midst of a very turbulent year, with huge challenges that will keep us busy for quite some 
time to come. The task that now lies ahead for society, the corporate sector and governments is to strike  
the right balance between caution and confidence as we look ahead. The insurance market has not escaped 
the consequences of the epidemic unscathed either. You can find out more about these, as well as other  
topics that have nothing to do with the virus, in articles written by our Practice Leaders. 

Warm regards,

Lisa Spaar

Lisa Spaar
Head  Risk Practices

DEAR READER

 TRENDING TOPIC

 DEVELOPMENT OF PREMIUMS    NATIONAL INTERNATIONAL

Liability insurance   

Raise the issue of policy renewals early on and opt for terms 
spanning several years. 

The liability insurance market has been characterized 
by intense competition, abundant underwriting cap- 
acity and good combined ratios at insurers in recent 
years. Liability insurance has been spared the harden-
ing of the market witnessed in other insurance sectors 
so far. But we are now starting to feel the headwind in 
negotiations with carriers in this area too. 
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PENSION BENEFITS 
BVG REFORM PUT TO THE TEST

PERSONAL INSURANCE
THE MARKET REMAINS CHALLENGING

Currently, pension losses of CHF 7 billion that are 
financed by active policyholders are incurred every 
year. A lower conversion rate of 6 % would reduce 
these losses, although measures would be needed 
to compensate for the resulting benefit cuts. This 
would be achieved by higher savings contributions 
and controversial pension supplements, which 
would be financed on a 50/50 basis by employers and 
employees at 0.5 % of the OASI salary. The plan is 
to take greater account of part-time work and low 
wages by reducing the coordination deduction and 
lifting rates for 25- to 44-year-olds to create great-
er job security for those aged over 55. This would 
entail additional costs of around CHF 3 billion.

OPPORTUNITIES CREATED BY THE REFORM 
The bill is being widely contested. A large number 
of pension funds have already reduced the conver-
sion rate by a much greater margin and have im-
plemented expensive measures. They would none-
theless now have to co-finance the new pension 
supplements. The supplement is granted even if 
employees do not suffer any benefit losses as a re-
sult of the new legislation. Despite the welcome 
moves to strengthen provision for part-time em-
ployees, which meet with broad approval, we do 

As some insurers opt to leave the daily sickness  
benefits insurance market, capacity is becom-
ing more scarce. This comes in spite of the fact 
that insurers have sought to make their port-
folios more profitable again in recent years by 
pursuing restructuring measures and adopting 
a restrictive underwriting policy. 
Further market concentration is impossible to 
rule out. 

not consider the current BVG reform to be capable 
of securing a majority. Political action is urgently 
needed nevertheless.

QUESTIONING THE PROVISION SOLUTION
It is not only policymakers that set the legisla-
tive framework for occupational pension benefits. 
Companies also have to critically compare their 
pension solution with other offers. Furthermore, 
the switch of pension fund providers needs to be 
well planned, as a recent Federal Supreme Court 
decision (9C_409/2019) shows: an employer can-
not terminate its affiliation contract without the 
involvement and consent of the employees affected.

The coronavirus crisis will leave its mark on the acci-
dent and health insurance market, although it is dif-
ficult to estimate when and to what extent. The ma-
jority of the companies have taken out daily sickness 
benefits insurance policies with a qualifying period of 
at least 30 days. This means that many corona virus-
related absences did not trigger any daily sickness 
benefits payments and did not put any financial pres-
sure on insurers. 

Nadine Wieland and 
Martin Suter
Practice Leaders 
Pension Benefits

 TRENDING TOPIC

 DEVELOPMENT OF PREMIUMS     NATIONAL

Affiliation contracts with a   → 
collective foundation
Risk insurance for foundations  →

The BVG reform establishes a pay-as-you-go element that is 
enshrined in law, counteracting the fundamental principles 
of occupational pension provision.

The Federal Council has adopted the proposal put for-
ward by the Employers’ Association and trade unions 
during the consultation process for the reform of 
the Federal Act on Occupational Old Age, Survivors’ 
and Disability Pension Provision (BVG). The reform is 
designed to secure pensions, stabilize the financing 
of occupational pensions and strengthen provision 
for part-time employees. The planned measures will 
create substantial additional costs.
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PROPERTY INSURANCE 
PANDEMIC INSURANCE – QUO VADIS?

The coronavirus crisis is keeping the entire world in 
suspense. The economic damage is huge and is still 
impossible to put a figure on. This crisis highlights just 
how closely networked today’s world is. Looking back, 
the global impact was completely underestimated. 

In addition to travel and air traffic, a number of sup-
ply chains have also been interrupted as a result of the 
coronavirus crisis. This is having a huge impact on the 
companies affected. The forced shutdown of public 
life has led to drastic revenue losses and business in-
terruption cases in the global economy. Taking out in-
surance to cover the risk of epidemics has always been 
more common in the hotel and restaurant sector in 
particular. A large number of industrial companies had 
no such insurance cover in place. 

COMPLEX CLAIMS HANDLING
Experience from the handling of claims relating to the 
coronavirus crisis shows that insurers have very differ-
ent views regarding this risk, making claims handling 
a very complex matter. Once compensation for a loss 
has been paid out, it is often the case that the policy is 
only continued subject to exclusions for events of this 
nature. 

NEW CONCEPTS ARE NEEDED
Looking ahead to the future, the question arises as to 
how companies can protect themselves against an in-
cident as global as a pandemic. This is a challenge to 

UNEMPLOYMENT SET TO RISE
The economic implications of the lockdown will lead 
to an increase in unemployment. What is more, fear 
of infection, isolation and social distancing have the 
potential to breed stress and result in inability to work 
for mental health reasons. This will result in lower 
total salaries and, as a result, lower premium income. 
At the same time, such longer-term absences from the 
workplace result in higher insurance benefits. 

HIGHER PREMIUMS AND HEALTH PROMOTION
Insurers have premium increases and more focused 
selection of good risks at their disposal to combat a 
further deterioration in combined ratios. Workplace 
health promotion will also become increasingly im-
portant for companies. After all, with good claims 
histories behind them, companies can continue to 
expect good conditions in the event of an extension 
or a market review.

which both policymakers and the insurance industry 
as a whole have to rise. Viable solutions are needed to 
mitigate the social and economic implications. One 
possible approach is financing using state pool solu-
tions. These have been set up in many countries for a 
number of catastrophic events in the past, the natu-
ral forces loss pool in Switzerland being one example. 
Various approaches are being discussed to help ensure 
the necessary financing if another event on this scale 
occurs, depending on the country and region, for ex-
ample in the EU.

Thomas Roggo
Practice Leader 
Accident and Health 
Insurance

Simon Holtz
Practice Leader  
Property Insurance

 TRENDING TOPIC

 DEVELOPMENT OF PREMIUMS    NATIONAL INTERNATIONAL

Property insurance → →
Technical insurance → 

Seek out new solutions to secure your business against  
potential global events such as pandemics.

 TRENDING TOPIC

 DEVELOPMENT OF PREMIUMS    NATIONAL INTERNATIONAL

Daily sickness benefits insurance  
Accident insurance  
Supplementary accident insurance  
Corporate travel insurance → →

You can prevent increasing absences due to illness by taking 
targeted health promotion measures within your company. 
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SPECIAL RISKS AND CYBER
A CHANGING MARKET IN TIMES OF COVID-19 

Covid-19 and the lockdown have provided further 
fuel driving the turnaround in the special risk insur-
ance market. This has resulted in the market surfing 
on a second hard market wave. In Switzerland and 
Europe, this is evident from the fact that providers 
are cutting their sums insured and increasing their 
premiums, often by percentages running into the 
double digits. As far as Covid-19 is concerned, un-
derwriters are increasingly asking questions about 
measures, rules, management strategies and their 
consequences. 

SEEKING DIALOGUE EARLY ON
We have noticed that insurers are starting to in- 
troduce specific Covid-19 exclusions, especially for 
D&O liabil ity. It pays to be careful here, because new, 
untested exclusions like these can, in the worst-case 
scenario, affect the coverage provided by the entire 
policy. When it comes to renewing policies for high 
or complex risks, being well prepared and entering 
into discussions with insurers early on remains the 
best strategy.

INSURERS REMAINING CAUTIOUS
Looking ahead, we have noticed that some insurers 
have announced that they will be adopting a very 
cautious approach when it comes to underwriting 
new business. What is more, some market partici-
pants are withdrawing from niche insurance lines. 
We can now see which insurers are clearly commit-
ted to the Swiss market and are pursuing a differen-
tiated underwriting approach in order to be reliable 
partners for both us and our customers.

Christian Peters and 
Nadine Janser
Practice Leaders  
Special Risks and  
Cyber Insurance

 TRENDING TOPIC

 DEVELOPMENT OF PREMIUMS    NATIONAL INTERNATIONAL

Special risks  
D&O insurance  
Cyber insurance  
Fidelity insurance  
Credit insurance  

When renewing policies, make sure that new exclusions do not 
have an adverse impact on the coverage provided by your policy.

Covid-19 has brought the insurance market for special 
risks to a turning point. Up until 2019, we had been 
encountering a soft market for more than a decade. 
Excess supply of capacity and major growth plans at 
many insurers were the factors driving the market. 
Over the last few years, however, the number of claims 
has continuously been on the rise. Notifications of 
special risk claims from our customers also reached a 
peak in 2019.
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INSURANCE FOR TRANSPORTATION AND LOGISTICS
CURRENT DEVELOPMENTS

Only a few months ago, having goods that were avail-
able at all times was par for the course. Now, however, 
supply chains have come under severe pressure as a 
result of the global pandemic. Changing supply chains 
and market adjustments are proving a challenge  
for marine insurance. The consequences of the pan- 
demic are also making themselves felt in motor 
vehicle insurance.

TRANSPORT INSURANCE
Although most ocean freight ports have reopened  
after the lockdowns, delays are no seldom occurrence  
due to shortages of containers or staff. Changes an-
nounced at short notice result in containers arriving 
in other ports and ending up stuck there. In cases 
like these, insurers, claims adjusters and Kessler pro-
vide support in the negotiations to free up the goods 
again. When it comes to goods transport by road, 
Covid-19 means stricter border controls but also sig-
nificant relaxations of drivers’ hours rules through-
out Europe. In some cases, this is turning established 
supply chain processes on their heads. In order to get 
goods from A to B efficiently and cost-effectively, the 
most important thing is flexibility. We predict that 
supply chain uncertainties could trigger a trend to-
wards higher inventory levels.

THE CHANGING FACE OF MARINE INSURANCE
The marine insurance market is undergoing similar 
changes to those witnessed in other lines of insur-
ance. Capacities are being reduced and risk appetite 
is on the wane. The situation is exacerbated by the 
fact that the Lloyds market has been hit by a sub-
stantial claims burden and has also whittled down 
its capacity. The move by some insurers to leave the 
Swiss marine insurance market is triggering a short-
age of supply. We expect conditions to continue to 
rise as a result.

MOTOR VEHICLE INSURANCE
The impact of the Covid-19 pandemic on the market 
for motor vehicle insurance is a varied one. Fewer 
miles were driven during the lockdown period, but 
the number of vehicles on our roads has increased. 
The increase can be explained by the decision taken 
by many people to avoid public transport due to the 
pandemic, as well as by official regulations restrict-
ing the number of people in any one vehicle. It will 
be impossible to say what the effect on the number 
of road traffic accidents will be until early 2021. 

ATTRACTIVE OFFERS FOR GOOD  
CLAIMS HISTORIES
Companies that can demonstrate a good claims his-
tory for their vehicle fleets are still able to find very 
attractive offers in the market, allowing them to save 
costs. As well as negotiating with insurers, there are 
other ways of reducing expenses and keeping a bet-
ter eye on the costs associated with leased vehicles. 

CONFLICT POTENTIAL IN LEASING
When a leased vehicle is returned, conflicts can arise 
regarding the vehicle’s condition. As a general rule, 
this is the lessee’s responsibility. The best solution 
is to put car policies in place and to ensure that an 
agreement on the provision of company cars to em-
ployees is concluded between the company and the 
driver. But leasing companies are also responsible 
for avoiding any disputes when vehicles are returned. 
Sadly, we are increasingly encountering scenarios 
in which losses in residual value are often offset by 
charging unjustified and excessive costs for vehicle 
damage at the end of the contractual term.

Nicola Carbone and 
Jeanette Freiholz 
Practice Leaders Motor 
vehicle Insurance and 
Transport Insurance

 DEVELOPMENT OF PREMIUMS    NATIONAL INTERNATIONAL

Transport insurance → 
Motor vehicle insurance → →
Aviation insurance ↑ ↑

 TRENDING TOPIC

Changing supply chains in a changing market pose a  
challenge for marine insurers. 
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INTERNATIONAL BENEFITS FOR EMPLOYEES
GLOBAL INCOME PROTECTION

Switzerland’s three-pillar concept ranks among 
Europe’s most comprehensive and generous social 
security systems. As a multinational employer, what 
is the best way to cover retirement provision and 
risk benefits for international employees with an 
equivalent, compliant and cost-effective global in-
surance policy? 

Conventional long-term employee assignments are 
currently on the decline. This is resulting in more 
cost-effective options such as permanent relocation, 
compensation packages designed to supplement the 
prevailing local conditions and short-term assign-
ments and stays. While this trend is shifting the de-
mand for offshore solutions towards cross-border 
solutions, insurance cover has to comply with local 
regulations. So how are global insurers responding 
to these challenges?

GLOBAL DISABILITY PROTECTION
The few global insurers that are authorized to pro-
vide income protection in Switzerland for interna-
tional employees base their acceptance on the rule 
that the insured employees live and work outside of 
Switzerland. The question of unauthorized insur-
ance activity remains, because payments of insur-
ance benefits to individual beneficiaries are destined 
for countries in which Swiss insurers are not autho-
rized. In order to reduce this risk, some insurers of-
fer lump-sum disability benefits instead. Other in-
surers are going one step further and adopting a new 
approach to cross-border insurance. This is designed 
to cover an employer’s benefit commitment vis-à-
vis its employees. 

THE EMPLOYER IS THE PARTY ENTITLED  
TO BENEFITS
The new concept guarantees the policyholder’s obli-
gation to pay income to its incapacitated employees. 
The beneficiary is the employer based in Switzer-
land, and not the employee working abroad (e. g. in  
Malaysia). Employees have no contractual entitle-
ment to the insurance policy as it is designed as a B2B 
policy taken out between the Swiss employer and the 
insurer.

Dag Zwikker
Practice Leader 
International  
Employee Benefits

 TRENDING TOPIC

 DEVELOPMENT OF PREMIUMS     INTERNATIONAL

International Group Healthcare    
Insurance 
International Employee Benefits   → 

The shift from conventional policies to B2B policies allows 
you to find cross-border solutions.

ABOUT KESSLER
Kessler is the leading Swiss enterprise specializing 
in comprehensive risk, insurance and pension fund 
consulting. We advise over 1,000 medium-sized and 
large Swiss companies from the service, trading and 
manufacturing industries, as well as the public sec-
tor. Thanks to our expertise in each of these econom-
ic sectors, our highly qualified staff and our leading 
market position, we contribute significantly to the 
long-term success of our clients. As a reliable part-
ner, we inspire our clients and open up new perspec-
tives through the safe and successful management 
of risks. Founded in 1915, Kessler has 300 employees 
working at its headquarters in Zurich and its other  
sites in Basel, Bern, Geneva, Lausanne, Lucerne, 
Neuchâtel, St. Gallen and Vaduz. 

As the Swiss partner of Marsh since 1998, we are 
part of a network with specialists in all areas of risk 
management and great experience in handling glo-
bal insurance programs. Marsh, the world’s leading 
insurance broker and risk advisor, operates in more 
than 130 countries and is part of Marsh & McLennan 
(NYSE: MMC). 

Further information can be found at www.kessler.ch, 
www.marsh.com, www.mmc.com.
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