


At the time of writing there are still 25 risks still to renew,
or where full information concerning the renewals is to
be confirmed. These include some of the world’s largest
airline programmes and the majority of the U.S. Major
airline programmes.

Insurers are expected to come under further pressure from
their capital providers to continue raising premium levels
in 2010. This pressure will be increased if the worldwide
economy continues to emerge from recession and new
investment opportunities becoming available to capital

providers. Tempering this pressure to increase premiums

AIRLINE RENEWAL EXPIRING the fact that with ‘working’ capacity levels is in excess of
DATE AFV US$M 175% competition for market share will remain vigorous.

TAM 19-Dec-09 6,612

Delta Air Lines 21-Dec-09 25 635 At this moment in time 2010 is difficult to predict as

Hawaiian Air 21-Dec-09 1376 insurers are very loss driven. Ti_we severity anc_i frequency

Royal Jordanian 55-Dec-09 1659 of losses can change market attitudes very quickly.

Azerbaijan Airlines 22-Dec-09 559 . . .

! There are very few renewals in the first quarter, in
Carpatair 22-Dec-09 100 2009 there were only 12 that met our selection criteria
ElAl 30-Dec-09 1906 which makes it very hard to obtain any reliable trending
Republic Airways 31-Dec-09 4,961 information during this time as loss activity could distort
airTran 31-Dec-09 3957 such a low premium generating quarter. April will be a
Cubana 31-Dec-09 408 better gauge of market conditions as the market sees the
Hamburg International 31-Dec-09 364 first of the larger more influential programmes renew.

The U.S. domiciled renewals will have a significant impact
on the level of premium generated during December. In
2008 the 15 U.S. airlines generated US$370 million or
approaching 50% of the month’s premium.

MARKET NEWS

It was announced on December 17 that Marsh & McLennan are
to acquire the London based HSBC Insurance Brokers Limited
for around US$218 million in stock and cash. The transaction is
If the current annual average level of increase continues expected to be completed by the end of the first quarter in 2010.
until the end of 2009, it would result in an overall net lead

premium of approximately US$1.95 billion. Without further

major losses in 2009 we believe that the total annual claims

figure will be approaching US$2.4 billion, resulting in a

calendar year loss for hull and liability insurers.

CONTACT DETAILS
This loss figure is considerably smaller than many in the
market were expecting as the second half of the year has
seen relatively low levels of losses. If operating expenses
and reinsurance costs are added to this figure insurers are
likely to make a loss in the region of US$400-500 million.
Even when factoring in the excess third party war liability
premium (on which only some insurers participate) this
would be the third successive loss making year for insurers.

Steve Doyle
Tel: +44 (0)20 3124 7208
Email: steve.doyle@willis.com

Brad Ottolangui
Tel: +44 (0)20 3124 8122
Email: ottolanguibg@willis.com

Kelly Crudgington
Tel: +44 (0)20 3124 7377
Email: kelly.crudgington@willis.com

Gemma Li
Tel: +44 (0)20 3124 6555
Email: lig@willis.com

airline.insight@willis.com

This is the Willis Airline Insurance Insight, which is our vehicle to keep our clients and others informed of developments in the airline insurance market. We welcome any comments or suggestions you may
have to improve this publication. All data and analysis within this newsletter includes all known information at the time of production and is based on the net lead terms of airline insurance programmes
renewing with fleet values in excess of US$100 million. The analysis does not take into account any coverage changes and is not weighted in relation to the size of the programme’s exposure or volume of
premium paid. Loss information includes western built equipment and our attritional loss threshold is below US$L million. These figures are based on a like for like basis and exclude those risks that incepted
in 2008 and are no longer in operation and those risks that have commenced operations in 2009 as these will distort the percentage change figure.

It is intended to highlight general issues which may be of interest and does not necessarily deal with every important subject nor cover every aspect of the subjects contained herein. If you intend to take any
action or make any decision on the basis of the content of this bulletin, you should first seek specific professional advice and verify its content. Copyright Willis Limited. Al rights reserved.
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