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EXECUTIVE FOREWORD

The Gallagher Speciality Aerospace team is pleased to release
the Q12024 edition of Plane Talking.

In this edition, we cover a broad range of topics, from
commentary on aviation market conditions, trends, and losses
to a summary of the latest market moves and Gallagher

news. Additionally, we are very pleased to present feature
articles from Rachel Barrie, Group Chief Executive - Global
Aerospace, Andrew Nicholson, CEO, Osprey Flight Solutions
and Abigail Pollard, Managing Director - Blake Emergency
Services. We are deeply grateful to each of our contributors
for their participation and interesting insights.

At the end of last year, we expected Q4 market trends

to continue into the first quarter of 2024, with renewals

set against an increasingly familiar backdrop of market
uncertainty, and global volatility. With the conclusion of the
first quarter (Q1), this prognosis largely rings true, a notable
exception being spacecraft insurance where the market is
reacting to large claims posted early in the year hot on the
heels of a large overall sector loss in 2023. The aviation and
aerospace insurance market remains delicately balanced
with various factors in play and influencing underwriting
sentiment, and some significant early loss activity adding
further pressure. We are currently navigating a challenging
period for aviation insurance. Storm clouds remain on the
horizon but positively, for now, core rating trends in most
segments are relatively stable, with insurers pursuing a
measured approach as they wait to see how things play out.
Looking ahead, absent any new developments or further
major losses, our view in the short-term is for a continuation
of this trend into Q2 2024.

In this uncertain environment, it is critical that clients receive
the support they need and can be confident that their
broker has the resources, expertise and market experience
to deliver. On this note, | am delighted to announce that
Gallagher Specialty has made several further appointments
to our global aerospace practice in the early months of 2024.
Each of our new colleagues (detailed later in this edition)

IS a valuable addition to our team. Gallagher Specialty has

a long-term commitment to aviation, and the industry. Our
aerospace team continues to deliver creative solutions,
seeking to set the pace on behalf of our clients with new
standards and value. With a well-worked strategy and an
effective partnership approach, | am more confident than
ever that our team is fully equipped to support and navigate
you through whatever challenges we face together in 2024.

We hope you enjoy the analysis and articles in this edition.
Please don’t hesitate to get in touch.

(=

PETER ELSON

Chief Executive Office, Aerospace
Gallagher Specialty

T: +44 204 511 4588

E: peter_elson@ajg.com
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LEAD LINES:

Q&A WITH GLOBAL AEROSPACE

Author: Rachel Barrie
Group Chief Executive, Global Aerospace

In this feature Q&A, Rachel Barrie, Group Chief Executive at Global Aerospace,
answers a series of gquestions posed by the Gallagher Specialty Aerospace
team, covering a range of topics involving both the aviation industry and the

iINnsurance market.

Global Aerospace will celebrate 100 years of service to the
aviation industry in 2024. What are you most looking forward
to leading into the next 100 years?

This year, Global Aerospace is excited to celebrate our
centennial, a unique milestone for an aviation insurance
specialist. The team at Global has dedicated themselves

to service to the aviation industry, overcoming challenges
along the way by remaining focused on our strong culture of
problem-solving, innovation, and integrity.

Over our proud history, we have encountered much
turbulence, including the recent difficulties of pandemics,
terrorist attacks, and geopolitical uncertainty. These are the
headline-grabbing challenges, but we have adapted to the
many changes the industry has demanded of us, such as the
introduction of new aircraft, new propulsion technology, and
changes in regulations. Our team has been here throughout to
support clients with a solution-oriented approach.

The centennial has given us an opportunity to reflect on our

past and consider our future. Our rebrand is a great example,
and we are excited to unveil our new logo. Additionally,

our new website, launched in February, makes it easier for
stakeholders to access our insurance offerings and resources.

Leading into 2024 and beyond, | am also excited by the
changes in the industry. Through increased investment in
technology, innovation, and insurance solutions, we are
helping our clients create ‘the next transformation’ in aviation.
The speed and rate of change are unprecedented, and to be an
enabler of the future is truly exciting.

Our emerging technology division is an excellent example. It

supports new technology from the research and development
taking place at traditional OEMs as well as upstart companies.
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These companies are thinking about aviation differently and
disrupting the traditional marketplace with eVTOL, remotely
piloted aircraft, drones, and new fuel types, just like their
predecessors did with the first commercial jet airliner, the
B747, the Concorde, the A380, and everything in between. We
are supporting these new technologies, enabling our clients to
drive the industry forward.

Looking further ahead, | am most excited about the talent we
have within our company. Developing the next generation

of aviation specialists is something my team and | find

very fulfilling. Our continued and increasing investment in
technology is also critical to our future. Our ability to have
experts from underwriting, claims, finance, and operations
work with our in-house IT developers allows us to design, test,
and implement effective systems quickly.

Whatever happens in the future, we will remain committed

to our core values, which include trust and commitment. We
have supported our clients through some of the most difficult
claims imaginable, including multi-fatality accidents, and it is
at this point that the strength of the partnership is realised.

In the good times, we talk about strong relationships, but in
the not-so-good times, we demonstrate their depth. This will
remain our focus in 2024 and beyond.

Insurers regularly speak about needing to innovate/evolve
aviation insurance products. What is Global Aerospace’s
approach to innovation?

We must continue to invest in innovation and evolution of
aviation insurance products to meet the future needs of our
clients and their brokers. As a leader in the co-insurance
business, it is vital that we embrace change and help brokers
drive enhancements across the marketplace. At Global,
innovation is a strategic part of our corporate ethos and
critical for the company’s ongoing success.

To remain at the cutting edge, we continue to invest in
technology and people so that innovation is at the forefront of
how we approach our business.

Take, for example, the close working relationship between

our underwriting and claims teams. As our claims experts
track changes in claim patterns, they work closely with our
underwriters to develop products that respond to the evolving
picture. This allows us to adapt policy wording to provide
coverage today for the claims of tomorrow.

We also have solid relationships with third-party suppliers
and manufacturers and are working in unique ways with them
on parts and spare inventory management and analysing
recommended approaches to reduce downtime and extra
expenses. Additionally, our active engagement with defence
counsel—including close coordination on litigation strategy
and claim management, responsible billings and enhanced
communication—assists in controlling costs that ultimately
form part of our clients’ claims records.

Our significant investment in technology continues year on
year with our in-house IT developers, who are a critical part

of our strategy. They facilitate some of our larger IT projects,
including portals and artificial intelligence (Al) initiatives.

The portals make it easier for clients to access our services,
including buying insurance, and the next reiteration will include
document upload and first notice of loss being accessible via
the portal.
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Alongside this is our commitment to utilising electronic
trading platforms. The market has been slow to adopt
these systems, but we are working closely with our broking
partners to facilitate more business through them. Our

use of Al is also increasing. While this technology will not
replace our underwriting or claims functions, it will help us

streamline and drive further efficiencies into the business by

removing friction.

Global has demonstrated, over the long term, our
commitment to continued improvement and innovation.
The pace of development in the aviation industry is
astounding, but we are dedicated to providing a responsive
and adaptable product that best serves our clients’
fast-changing needs.

What do you see as the biggest challenges and the greatest
opportunities in 2024?

Like any business, we always face challenges on the macro
and micro levels. On a macro level, the world is experiencing
a high level of volatility and uncertainty. Heightened tensions
and military actions are concerning and have created
instability worldwide, including in the financial markets.

This year, more people globally will go to the polls to vote,
not all with a free choice, and this has the potential to cause
more disruption.

From an aviation industry perspective, the difficulties
following the shutdown in the pandemic years persist.
Workforces are greener, and there is a lack of talent across
all parts of the industry, with many struggling to recruit
adequately trained staff. In the manufacturing world, this
has led to problems with the ramp-up of production and
quality issues.

<O

The aviation insurance market, having overcome the
concentration of the world’s airline fleets in single locations
during the shutdown, is now facing return-to-service issues.
Difficulties recruiting ground handlers and other airport staff
have led to increased human errors, directly impacting claim
count and associated costs.

Airlines, badly impacted by the pandemic, are experiencing
record yields, with demand soaring. Unfortunately, the
combination of an increase in smaller claims and supply
chain issues means we face unprecedented claims inflation.
Adapting to and keeping pace with new technology is
essential. New aircraft types are arguably safer and more
resilient, but they pose difficulties surrounding repair costs
and the expense and complexity of aircraft clean-up.

Having said this, we are optimistic about the future and the
many opportunities in 2024. It is an exciting time to be in
the business for many reasons, including the introduction of
new technologies, changes in how we utilise IT, and various
industry developments.

Regarding new technologies, Global is doing our part to
contribute to the aviation community, which is developing
new systems that will help make net zero possible. In addition
to our commitment to environmental sustainability, we
support advanced air mobility, which will help social initiatives
such as remote community assistance.
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Our industry is also incredibly
susceptible to changes outside the
aviation market, including events in
the broader insurance and financial
markets, geopolitical events and

natural catastrophes. |

Technology investment is undoubtedly leading to increased
safety. New aircraft types are incredibly resilient, as the
runway incursion in Tokyo earlier this year demonstrated.
Alongside a well-trained crew and responsive passengers,
the advanced aircraft design and materials surely saved lives.
Airlines’ continued investment in training and awareness is
increasing flight safety worldwide, raising the standards of
infrastructure, training and sustainability, particularly in less
developed aviation communities.

How do you see the aviation insurance market trending in
2024, and do you have any advice for insurance buyers?
Of all the questions | get asked, predicting the market

trend is one of the most challenging to answer. The aviation
market has inherent volatility due to the scale of losses that
can be experienced by a relatively small customer base.

Our industry is also incredibly susceptible to changes
outside the aviation market, including events, in the
broader insurance and financial markets, geopolitical events
and natural catastrophes.

The current market dynamics are fragile and incredibly
reactive, making it challenging for aviation insurers and
buyers to navigate. Storm clouds are on the horizon,

with the potential for crystallisation of bone-jarring

losses emanating from the lessors’ portfolio with Russian
exposure. Claims inflation is an area of concern as the
market continues to struggle to price claims appropriately.
The reinsurance market, which many rely on to provide
protection for their direct writings, has seen sharp changes
in pricing and coverage.

My advice for buyers is to build lasting relationships. Short-
term gains in pricing can be accessed with less responsive
and transient capacity. However, this is unlikely to be in
buyers’ long-term best interests. As claims and expense ratios
are realised, there is potential for markets to be inaccessible
for future insurance products.

At Global, we are focused on the silver linings of these storm
clouds and welcome strong, open, honest relationships with
our clients. We consider our portfolio carefully, and by
engaging with clients and utilising our 100 years of
experience, we continue to provide high-value, responsive
insurance products.

LET’S TALK:

RACHEL BARRIE

Group Chief Executive, Global Aerospace
E: RBarrie@global-aero.com

W: www.global-aero.com

In association with:

2 GLOBAL
AEROSPACE

ENABLING THE FUTURE OF FLIGHT
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AIRLINE INSURANCE

Author: Nigel Weyman
Global Executive Aerospace — Gallagher Specialty

2023 presented another familiar period for both airlines and the insurance
market, with renewals set against a backdrop of uncertainty, challenges, and
volatility. With the conclusion of the first quarter (Q1), this uncertainty persists
and those challenges remain, but for now, market conditions are relatively
stable, and our view in the short term is for a continuation of this trend.

CURRENT MARKET CHALLENGES

The airline insurance market remains delicately balanced,

and various factors continue to play out and influence

underwriting sentiment, namely:

* Russia/Ukraine: Uncertainty around the outcome and
potential quantum of losses from this dispute continues
to hang over the market. Various court proceedings are
scheduled to start in the coming months of 2024, and
both the direct, reinsurance, and retro markets will remain
cautious until it is resolved.

* Boeing MAX: Following significant back year prior claims
deterioration in 2023, January 2024 brought new potential
B737 Max issues into focus. In the aftermath of the
Alaska Airlines in-flight emergency, the Federal Aviation
Administration grounded all Boeing model 737 Max 9
aircraft pending an investigation into a ‘pressurisation
issue’. Insurers are continuing to monitor developments
very closely.

* Global Conflict and Geopolitical Volatility: Geopolitical
volatility, heightened tensions, and ongoing conflict
around the world continue to create instability. and as a
result, there is increased underwriting scrutiny on airline
exposures, coverage, and risk profiles.

e Hull War market: Global conflict and military actions have
resulted in some costly Hull War losses during the past 24
months, and insurers responded by increasing rates and
tightening cover. The war market is highly reactive, and the
current heightened tensions and global volatility are likely
to keep pressure on this class for the foreseeable future.

* Reinsurance Pricing: While the reinsurance rate increase
at 1/12024 softened in comparison to 2023 levels,
direct insurers still experienced another consecutive
increased reinsurance renewals. Against the backdrop of
All Risks rate softening, direct insurer’s profit margins
continue to be squeezed.



Despite the challenges and lingering market uncertainty
over potential losses, for now, most insurers are pursuing a
measured approach as they wait to see how things develop.
The market landscape is complicated, so a degree of caution
would appear prudent for insurance buyers and early
purchases could prove an attractive option to those seeking
to hedge against market uncertainty and the prospect of a
more challenging landscape.

EARLY LOSSES IN 2024 ADD PRESSURE

Following a relatively benign 2023 in terms of both major
and day-to-day loss activity, as we enter 2024, unfortunately,
the aviation insurance market has suffered some significant
early losses. These include, but are not limited to the,

2nd of January - Japan Airlines A350 incident, and the

5th of January - Alaska Airlines in-flight emergency and
subsequent B737 Max Grounding implications. While we are
not aware of all the official reserves yet concerning these
losses, factoring in Hull, Liabilities, and Grounding claims, we
estimate potential combined claims somewhere in excess

of USD300 million. While positively, the market reaction to
these losses has been muted, any further major loss activity
and or claim deterioration in the coming months could lead to
a more severe response from insurers.

I_As the first quarter concludes,
the current landscape is largely
unchanged, with the market split
into two parts with a distinct
differentiation between All Risks
and Hull War/Third-party War

Liability coverages. ]

CAPACITY

While it is somewhat complex to comment on capacity
levels in the airline sector due to differing risk profiles and
programme structures, it is clear that overall levels have
increased during the past 12 months. Theoretically, capacity
levels have increased for all placements, but actual deployed
capacity varies greatly depending on individual underwriter/
company risk appetite. Capacity levels are highest for
‘profitable’ risks with good loss ratios (<50%), and those with
low-limit (<USD1 bn) requirements. In contrast, those airlines
that purchase higher limits, have larger liability exposures
(e.g. US) and/or have higher loss ratios (=50%), will typically
find reduced levels and fewer options.

ALL RISKS PREMIUM AND RATING TRENDS

As the first quarter concludes, the current landscape is
largely unchanged, with the market split into two parts with a
distinct differentiation between All Risks and Hull War/Third-
party War Liability coverages. While the first quarter must be
considered a quiet period, from our analysis, the underlying
rating trends show little change from that seen at the end

of 2023. Renewal activity was however, very limited, with

this period experiencing a lower number of airline renewals
than any other quarter. The All Risks results of Q1 continue

to present a more favourable market for buyers, albeit
highlighting notable rate variation between each risk, with as-
before, rate reductions and indeed increases all evident.

s

e



Capacity as ever, remains a key influence on dynamics. All
risks capacity levels for airline risks are stable, and we have
not seen any withdrawals or market exits during the early
months of 2024. The current excess of All Risk capacity
continues to help suppress (for now) any potential market
hardening emanating from persisting market challenges, and
this is positive for forthcoming airline insurance renewals.
Exposure growth (or lack of) is a key factor in renewal
negotiations and in what is achievable in terms of rating

as insurers focus on growing or at least maintaining their
premium income.

HULL WAR AND EXCESS WAR THIRD-PARTY

In contrast to the primary All Risks class, in the war markets,
both Hull War and Third-party War Liability pricing
continues to trend upwards. Recent losses and heightened
global tensions/volatility are keeping strong pressure on this
class, and consequently, capacity remains tight. Positively,
we recorded a much broader range of increases in Q4 2023,
suggesting some element of price improvement. Indeed,

as we reached the final quarter of 2023, underwriters
became more open to negotiating on pricing based on each
individual client’s specifics, a stark contrast to prior months
where fixed market percentage increases were sought
across the board on all renewals.

Looking ahead, while we do not anticipate the return of a
soft market given the poor loss experience and continued
global tensions, we are hopeful that insurers will continue
to underwrite and differentiate on a more measured risk-
by-risk basis. That said, the war markets are well known
for being highly reactive to losses and global events, so we
cannot rule out any future volatility.

FUTURE OUTLOOK
» Continued uncertainty, challenges, and added
renewal complexities.

» Continued underwriter focus on terms, exposures,
and policy coverage.

 Varied insurer/underwriting approaches and responses.

» Rates and results manifest differently for buyers
depending on coverage, risk profile, and
programme structures.

* Absent of any new developments or further major
losses, our view in the short-term is for a continuation
of current trends into Q2 2024, but with a cautious
outlook for the longer-term.

LET’S TALK:

NIGEL WEYMAN

Aerospace Global Executive — Gallagher Specialty
T: +44 204 511 4583

E: nigel _weyman@ajg.com
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OSPREY FLIGHT SOLUTIONS
INTRODUCES CUTTING-EDGE
RISK MANAGEMENT PLATFORM
FOR AVIATION OPERATORS

Author: Andrew Nicholson
CEO, Osprey Flight Solutions

Gallagher Specialty sees the collaboration with Osprey Flight Solutions as an
important continuing investment in supporting our clients in a critical area of
their operations and risk profile. We are committed to delivering enhanced risk
management value to all our industry clients beyond the core insurance product.

Osprey Flight Solutions has long been recognised as a leading

provider of aviation security solutions, with their intelligence
and reporting influencing decision-making processes for
some of the world’s largest aviation stakeholders. Clients
consistently praised Osprey for their expertise in the field and
for providing accurate intelligence and analysis to drive key
operational decision-making. However, most professionals
working in this field would agree that the absence of a
tailored software solution designed to facilitate the aviation
risk management process is a long-standing problem. Thus,
the team at Osprey has decided to tackle this head-on

and bring a new product to market that guides an airline’s
security management team through a process of identifying
risks, analysing their impact, taking mitigating actions and
communicating decisions to all stakeholders.

Osprey, strategic partners of Gallagher Specialty, are now
poised to revolutionise the way aviation operators approach
risk management with the launch of this innovative platform.
Drawing upon two years of intensive research, client
engagement, and product development, Osprey aims to
address critical challenges faced by operators in the industry.

UNDERSTANDING THE INDUSTRY’S CHALLENGES
Recognising the increasing demand for efficient risk
management processes, Osprey embarked on a comprehensive
two-year outreach project. Engaging with operators across
the industry, they sought to gain insights into existing risk
management processes and identify common challenges. The
collected data was meticulously analysed to develop a guide to
best practices and facilitate benchmarking within the industry.
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BUILDING A SOLUTION THROUGH COLLABORATION PROBLEM: © LATEST ACTIONS Duvais Untreated Rish 3 trol trested Fat seor G
With a deep understanding of the challenges faced by aviation What options do we have? ' | . iz '
operators, Osprey initiated a meticulous build process in When faced with potential security threats, operators often = ! — L:.
collaboration with a select group of clients. The goal was to find it challenging to consider all possible mitigating actions TP TP e
create a platform that not only addressed identified problem to ensure the safety of people and assets. . e '
statements but also adhered to ISO 31000 and ICAO Annex
17 methodologies for compliance and auditing. The result SOLUTION:
IS a robust and comprehensive risk management solution Osprey’s risk management platform incorporates crowd-
designed to enhance operational efficiency and security. sourced risk management data, enabling operators to tap

into a vast pool of industry knowledge and experience. This
ADDRESSING CRITICAL PROBLEM STATEMENTS collaborative approach ensures that all potential mitigating
The Osprey Flight Solutions risk management platform actions are considered, providing a comprehensive overview
addresses several critical problems faced by aviation of the available options. By leveraging the collective expertise
operators, of which some may be familiar to readers: of the aviation community, the platform empowers operators

to make informed decisions that enhance safety and security.

PROBLEM:

1 Identifying changes in the environment PROBLEM: 5,: Dashboard  Controls
Aviation operators struggle to keep up with the rapidly 3 Need for justification and audit trails o -
changing security landscape and are often inundated After-the-fact justification and the ability to produce
with irrelevant information. The need for actionable audit logs are essential for compliance and accountability. st
intelligence that is specific and relevant to individual Operators need to track when and why key decisions were
operations is crucial. made, linking them to relevant intelligence and data. >
SOLUTION: SOLUTION: &7
Osprey’s platform addresses this challenge through Osprey’s platform introduces tech-driven auditing T
automated risk identification and calculations. By leveraging capabilities, creating a detailed silicone trail of all actions
advanced algorithms and real-time data, the system ensures taken. This not only simplifies the process of producing audit
that operators are notified promptly about developments logs but also ensures transparency in decision-making. The
that directly impact their operations. This allows for a focused platform enables operators to link key decisions directly to

response to changes in the operating environment, minimizing relevant intelligence and data, providing a comprehensive
distractions, and enhancing overall situational awareness. and defensible record of actions taken. This feature is
instrumental in post-event analysis and compliance reporting.




4 PROBLEM:
Keeping Everyone Informed

Communicating crucial information and decisions to diverse
stakeholders, especially in time-critical situations, is a
common challenge for aviation operators.

SOLUTION:

Osprey’s risk management platform addresses this challenge
by offering custom-generated outputs. Whether it is reports,
meetings, briefings, or other communication channels,

the platform allows for tailored information dissemination.
This flexibility ensures that different audiences, from crew
members to accountable managers and executive teams,
receive relevant and timely information. In an industry where
time is often of the essence, this capability streamlines
communication, fostering a more coordinated and responsive
approach to emerging situations.

“In response to our client’s needs
and requirements, we have made
this strategic shift, applying the
next layer over our industry-
leading risk intelligence and giving
small teams the tools to efficiently
manage risk in large networks and
complex operations.”

Andrew Nicholson,
CEO, Osprey Flight Solutions

SHAPING THE FUTURE OF AVIATION RISK MANAGEMENT
The launch of Osprey Flight Solutions new risk management
platform marks a significant milestone in the aviation
security landscape. By finally addressing long-standing,
industry-wide problems with innovative solutions, Osprey
aims to empower operators to navigate the complexities

of the industry with confidence. The platform’s automated
risk identification, crowd-sourced intelligence, tech-driven
auditing, and custom-generated outputs collectively
contribute to a comprehensive and user-friendly solution. As
aviation operators seek more efficient ways to manage risks
and ensure the safety of their operations, assets and people,
Osprey Flight Solutions emerges as a strategic partner in
meeting these evolving needs.

The Gallagher Specialty Aerospace team remains keen to
support our clients in enhancing their threat intelligence
capabilities and has been fully engaged with Osprey Flight
Solutions around the outlined platform developments. If you
are interested in discussing these developments or any other
Osprey service modules, please do not hesitate to contact
your Gallagher Specialty account executive.

LET’S TALK:

ANDREW NICHOLSON

CEO, Osprey Flight Solutions

E: andrew.nicholson@ospreyfs.com

MARTIN ROSSITER
Partner, Aerospace
M: +44 7801966 494
W: www.ospreyflightsolutions.com

In association with:

OSPREY

FLIGHT SOLUTIONS

E: martin_rossiter@ajg.com
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AEROSPACE MANUFACTURERS

2024: A LEAP INTO KNOWN

UNKNOWNS

Author: Henry Bexson
Partner, Aerospace — Gallagher Specialty

As aviation insurance stakeholders leap into 2024, the only certainty is that the
impact of ‘known unknowns’ will materially drive the medium-term trajectory of
the aviation market. For all involved, this is a challenge, but for the astute, it also

represents an opportunity.

KNOWN UNKNOWNS

While the market in many senses remains ‘stable’, the
following items present uncertainty that is impossible to
entirely mitigate:

» Russia/Ukraine: All stakeholders continue to await greater
certainty concerning the ongoing Russia/Ukraine lessor
disputes. Developments such as deals for the transfer of
title between notable Lessors and Russian Airlines are
well publicised, but from the perspective of the overall
insurance market, meaningful clarity over loss quantum
will only start to emerge as litigation in various jurisdictions
begins in 2024.

* Reinsurance: Through the last two renewal cycles, direct
insurers have been at pains to express to aviation clients
the impact of reinsurance market hardening. This rhetoric
continues, but uncertainty over the timing and extent of
purported changes continues to pervade.

* Q12024 Losses: Following a notably benign 2023 in terms
of new major loss activity, Q1 2024 saw headline-grabbing
incidents return, leading to the potential for significant
traditional and non-traditional aviation claims.

Given the potentially existential impact on individual
businesses of the above, it remains possible, if perhaps not
probable, that 2024 could see a fundamental non-cyclical
market transformation. However, for the moment, the
updates we can provide, focus more on the insurance cycle
and observable trends.
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REINSURANCE TRENDS CAPACITY TRENDS

As alluded to before, there remains noise within the direct From a direct perspective, Gallagher Specialty is observing
insurer community that reinsurers are maintaining a desire a continuation of the availability of excess competitive
to review rates and forensically interrogate specific areas of capacity. Clients with strong risk profiles, a developed
coverage. However, Gallagher Specialty understands that market presence, and positive premium vs. claims records
the level of rate increase being pursued has subsided when are finding that significantly >100% participation is being
compared to 2023 and that there is an element of dislocation offered. The semi-recent withdrawals of SCOR and Chaucer
within the reinsurer community about when and how to have certainly not, at this point, led to pricing pressure or
tighten terms and conditions. Seemingly, the short-term capacity challenges for OEMs, as any ‘lost’ capacity is being
focus is more on achieving rating adequacy on the Middle/ replaced by those with more expansive appetites. Recent
Upper tranches of programmes, with a general perception personnel movement is only likely to lead to additional
that the primary rating is now within reasonable tolerance insurers targeting the OEM segment.
for the model. The challenge for insurers to manage is the
compounding impact of consecutive difficult reinsurance As each insurer competes for position across the OEM
renewals and the desire to avoid margin erosion against the segment, we have observed an increased interest from
backdrop of a very competitive direct market. insurers in exploring what facility-type structures could

be implemented. For insurers, such structures can provide
As an aside, Gallagher Specialty knows that those direct increased penetration into a target segment, a valuable line
insurers who can demonstrate or highlight an enhanced of sight on future premium potential, and additional analytic
focus on exposure mapping and aggregation management value. This is something that we are actively exploring in
have been able to unlock more favourable reinsurance partnership with core insurer partners and clients.
renewal results. Hence, there has been a definite increase in
the number of direct insurers actively pursuing both internal In the current market environment, where the availability
and third-party portfolio management technology solutions. of sufficient capacity to complete a risk is not necessarily

the core driver behind line allocation, we have also seen
a marked rise in the number of sophisticated purchasers

From d direct perspective, making insurer selection decisions on a cross-class basis.
Ga”agher SpeCIaIty |S obserVIng a Those direct insurers who can effectively co-ordinate a

. . . . multiline offering are likely to continue to differentiate
continuation Of the avallablllty Of themselves. This is a challenge for both monoline providers
excess competitive capacity. and conglomerates that have yet to effectively deliver

—I theoretical capabilities to OEM clients.
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' ’.’n = PROGRAMME TRENDS As this industry growth continues, Gallagher Specialty
“ﬂm T“{%\\H = - | - _ , From a programme design perspective, OEMs continue to has noted a change in the tone of messaging from OEMSs.
\m" \‘% ) = = : : : [ = . [x _ deploy a diverse range of approaches based on their own There is now a marked focus on challenging previously
;' \\ m\\ : ' . . ' unique strategic imperatives. However, Gallagher Specialty has well-established ways of working/transacting. We continue
g st R witnessed an increase in OEM interest in employing longer- to develop differentiated offerings and the toolkit required

o term structures. This is likely motivated by a return to ‘normal to partner with the new generation of empowered risk

business’ in a post-pandemic world, as well as favourable market managers to drive value and efficiency in the

conditions that provide an opportunity to ‘lock in’ preferential insurance transaction.

renewal terms/conditions with long-term focused partners.

It remains to be seen whether direct insurers will continue to KEY TAKEAWAYS

sustain such deals, especially on a non-caveated basis. * Fundamentally and on a day-to-day or week-to-week
basis, the aviation insurance market is functionally stable.

Simultaneously, OEMs continue to challenge the market, Current market conditions and capacity leave open

to find ways to provide the strategically important non- bands of opportunity for clients. However, the ‘Known

traditional coverages that offer otherwise unavailable balance Unknowns’ outlined at the outset of this piece mean at

sheet protection. While product evolution in these areas is that some point, something will have to change.

encouraged, clients should be cognisant of the tide of market

opinion and, where possible, take an active role in helping to * Every market stakeholder is trying to discern whether

define sustainable but still impactful solutions. the light at the end of the tunnel is the route to greener
pastures or an oncoming train. The truth is that it will

Gallagher Specialty remains optimally positioned to partner be different for different businesses based on their level

with large complex clients in the OEM sector and possesses of exposure to these factors. However, as consistently

market-leading knowledge/expertise with multi-faceted proven ‘market makers’ Gallagher Specialty believes

programmes and long-term buying approaches. The recent that in partnership with OEM clients, we can deliver

market engagement has seen Gallagher Specialty continue to market-leading solutions against the backdrop of

innovate and deploy continuous policy period structures on whatever the ‘Known Unknowns’ bring.

OEM business, providing greater certainty to clients in a market
still operating under dark skies.

LET’S TALK:
CLIENT TRENDS HENRY BEXSON
Positively, we are observing that OEM clients continue to Partner, Aerospace — Gallagher Specialty
demonstrate robust financial performance as the aviation M: +44 7990 677 622
industry as a whole returns to growth. Civil order books for E: henry_bexson@ajg.com

many are strong, and the geopolitical context of the world
means that defence contractors are more important
than ever.
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THE EXTREME

WEATHER CHALLENGE
HOW CAN INSURANCE SUPPORT
INDUSTRY INNOVATION?

Author: Henry Bexson
Partner, Aerospace — Gallagher Specialty

Extreme and unpredictable weather is becoming more prevalent due to climate
change. 2023 was the warmest year on record — by some distance. Global
temperatures were 1.48°C warmer than the 1850-1900 pre-industrial level ana
0.17°C higher than 2016, the previous hottest year.’

Weather volatility will likely remain at current levels or
possibly deteriorate further, and it is creating significant
challenges for operators. Recent studies have confirmed
that turbulence has increased over the last few decades. The
North Atlantic is one of the world’s busiest flight routes. At

a typical point on the path, research from the University of
Reading has found that severe turbulence increased by 55%
over the total annual duration from 17.7 hours in 1979 to 27.4
hours in 2020. Moderate turbulence increased by 37% from
70.0 to 96.1 hours, and light turbulence increased by 17% from
466.5 to 546.8 hours.?

1 2023 was the hottest year on record, Copernicus data show, ECMWF, 09 January 2024

2 Aviation turbulence strengthened as the world warmed — study, The University of Reading, 08 June 2023

* Planes, Shipping Lanes, and Automobiles, NASA, 30 March 2023

4 Scott Neuman, Airline passengers could be in for a rougher ride, thanks to climate change, npr.org, 06
April 2023

The changing atmosphere may also be responsible for the rise
in a particular type of turbulence, Clear Air Turbulence (CAT),
which has increased by 15% in the last four decades and is
expected to increase by 10% to 40% by 2050 if no action is
taken.® Pilots find it difficult to detect CAT as it is above the
clouds and is not related to bad weather; it is caused by wind
shear, which can be created by sudden changes in wind speed
and direction when flying above 15,000 feet.

Turbulence can be costly for airlines, as it is responsible for
injuries, damaged aircraft, delayed flights, inspections, and
investigations. The US National Transport Safety Board has
stated that turbulence is the most common cause of accidents
aboard aircraft, with flight crew sustaining 80% of the injuries.*
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A notable example of weather volatility impacting aviation
safety was the case during a flight from London Heathrow

to Singapore Changi Airport in October 2022. Due to severe
weather, the Boeing 777-300ER entered a holding pattern
near the airport. However, running low on fuel, the flight had
to divert to a nearby airport, Batam Hang Nadim International
Airport, Indonesia. Unfortunately, the weather pattern also
changed, and the pilot could not land the plane on the first
attempt. The aircraft eventually landed with less fuel than the
final reserve fuel requirement, prompting an investigation by
the Singaporean Transport Safety Investigation Bureau (TSIB).

The TSIB found that the flight crew could have diverted
earlier and stated that in the face of a more unpredictable
flying environment, “it may be prudent for pilots to interpret
operating procedures in a more conservative manner if air
traffic control cannot provide definitive updates.”

In June 2023, over just two days,
more than 16,500 flights were
delayed, and nearly 4,500 were
cancelled from New York airports

due to intense thunderstorms.
1

5 Rytis Beresnevicius, How Climate Change Could Impact Aviation Safety, Simple Flying, 10 Oct 2023

6 Leslie Josephs, Severe weather, FAA shortfalls kick off rocky start to summer air travel, CNBC, 27 June 2023

7 Wildfires and floods in Greece ate into Jet2 profits this summer, Sky News, 23rd November

The airline has since has taken several actions in response
to the incident, including updating its training on inflight
fuel management, diversions to alternate airports, and the
declaration of low-fuel state.”

Extreme weather has also caused considerable disruption
to operators across the globe in the last year. In June 2023,
over just two days, more than 16,500 flights were delayed,
and nearly 4,500 were cancelled from New York airports
due to intense thunderstorms.® The following month, a Delta
Airlines plane was forced to make an emergency landing

in Rome after being severely damaged during a hailstorm.
While in October two Azul Airbus A320neos sustained
considerable damage after being caught in a hailstorm

over Brazil.

In July last year, temperatures rose above 40°C in parts

of Greece, and wildfires engulfed Greek tourist hotspots
Rhodes and Corfu, leading to mass emergency evacuations
and two pilot fatalities after a firefighting aircraft crashed.
Airlines and travel companies were forced to cancel flights
and holidays and repatriate thousands of tourists. Operator
Jet2 partially attributed a GBP14 million profit loss to the
wildfires in November’.

Frequent heatwaves could force airlines to cut passenger
loads. In July 2023, Persian Gulf International Airport
experienced temperatures of 66.7°C. Heat of this magnitude
can make it more difficult for planes to take off as the

air becomes denser, making it harder to generate the lift
necessary to become airborne. Some runways may not be
long enough and could force aircraft operators to reduce
take-off weight.
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MITIGATING CLIMATE CHALLENGE

Various industry initiatives are underway to mitigate and solve
these challenges, both directly and indirectly. One method
to reduce the impact of CAT is to avoid the four primary jet
streams that encircle the Earth. Yet this option has obvious
drawbacks, and the industry is also working hard to develop
technological solutions to address the problem. NASA has
created an infrasound microphone that can hear ultra-low
frequencies generated by turbulence, and the app Skypath
can monitor turbulence, similar to how Google Maps
monitors congestion.

Sustainable Aviation Fuel (SAF) is estimated to produce
80% less CO2. Phasing out jet fuel entirely would eliminate
aviation emissions by 2050 (which, while important, is not
a complete solution to net zero in itself) but would entail
significant cost increases.

E-kerosene can be produced using electricity derived from
renewable sources, water, and CO2. Hydrogen is generated
by electrolysis, and then CO2 is added to create synthetic
kerosene. To be effective, e-kerosene must be made with

an abundance of solar and wind power, and currently,

there is simply not enough on demand. These forms of
renewable energy are intermittent, and we are still years away
from developing the necessary storage capabilities. New
production plants for green hydrogen, CO2 direct air capture,
and synthetic fuels must also be built.

8 Candelaria Bergero et al, Pathways to net-zero emissions from aviation, Nature, 30 January 2023

9 Gwyn Topham, Scientists pour cold water on UK aviation’s net zero ambitions, The Guardian, 28 February 2023

In November 2023, the aviation industry celebrated a
significant milestone, with the first transatlantic flight powered
by cooking and animal fats taking off from London Heathrow
and landing at JFK International Airport in New York. This
breakthrough hints at a future where planes are powered by
biokerosene — rapeseed, jatropha seeds, or old cooking oil.
Small production plants already exist, but producers must
expand production considerably to meet demand.

Biofuels are feedstocks drawn from household, commercial,
agricultural, and forestry waste, along with waste industrial
gases. Nearly 5x the total quantity of biofuels produced
globally in 2019 might be required to meet net zero under
current demand and energy intensity. Meeting this target
would require the ethanol and biodiesel industries to grow
four times faster than they did in the early 2000s.2

The critical challenges for scaling up SAF production are
technology, cost, and process efficiencies. The scarcity of land
limits the intensive production of bio-kerosene, and its use is
controversial as it risks taking up the space required to grow
food. For example, to produce enough biofuel to supply the UK
aviation, it industry would require half of Britain’s farming land.®

Hydrogen has proved to be a challenging fuel thus far, as

the volatile gas only becomes liquid at 253°C and must be
stored in special tanks. Therefore, plans must be developed to
manage the extra space and weight requirements.
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Air Liquide, in collaboration with Airbus and France’s largest
airport operator, Group ADP, has been exploring the potential
of hydrogen in the aviation industry for the past three years.
The company is also a member of the H2Fly consortium,
which recently achieved the successful flight of an aircraft that
runs on liquid hydrogen.

Universal Hydrogen has developed special tanks (or modules)
to hold liquid hydrogen, which can be trucked to the airport.
The modules are designed to slot straight into the aircraft,
where they can be plugged into the propulsion system.

Airbus is planning to launch a hydrogen-powered passenger
plane by 2035. A study conducted last year by the European
campaign group Transport and Environment, projected that
hydrogen aircraft would account for 65% of intra-European
traffic by 2050.1°

Electric engines or batteries on planes would undoubtedly
solve the direct emissions problem, but the batteries are
currently too heavy and have insufficient storage capacity.
Eviation Aircraft is building an all-electric jet. It plans to launch
the first regularly scheduled electric flight in under three years
with space to carry 12 passengers between Norway’s coastal
cities, Bergen and Stavanger.

10 Analysing the costs of hydrogen aircraft, Transport & Environment, April 2023

INSURANCE SUPPORT

Despite the initiatives mentioned and considerable investment
to date, operators specifically and the full infrastructure

of the aviation industry generally cannot reasonably be
expected to mitigate all aspects of the challenges generated
or exacerbated by extreme weather events without support.
As partners of operators and other aviation entities, insurance
stakeholders should spend greater time and effort focusing on
potential weather-related ‘pain points’.

It is worth noting that the ‘traditional’ aviation insurance

suite of products procured by operators does have the ability
to provide some limited assistance in circumstances where
extreme weather events lead to property damage and/

or bodily injury. For example, the direct costs associated

with repairing hull damage to a (single or fleet of) aircraft
caused by hailstorms would be ‘insured’, and there have been
examples of such events leading to meaningful claims for the
aviation market in recent years.

However, what is not typically provided for, except in limited
circumstances where operators opt to purchase specific ‘loss
of use’ cover, is any form of contribution towards the wider
business costs associated with disruption caused by extreme
weather events.

To take the example of multiple aircraft being damaged by
hail, the ‘painful’ costs to airlines are the consequences of

the inability to operate those aircraft, e.g., cancelled flights
leading to lost revenue and re-positioning expenses. Even the
aforementioned ‘loss of use’ cover is imperfect, with excess
periods to consider as well as the typically sub-limited nature
of this coverage.
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Outside of the ‘core’ aviation insurance market, there are
pre-existing ‘non-traditional/alternative’ risk transfer
mechanisms that operators could investigate. Policies

that rely on weather-related parametric triggers can be
structured through alternative risk transfer teams. Yet, there
are many variables to consider, including but not limited to
peril definition (specific or agnostic), exclusions, the chosen
metric(s), the trigger(s) mechanism, the pay-out formula,
levels of self-insurance and renewal structure.

The often complex and unique nature of these policies means
that the upfront ‘cost’ can be perceived as prohibitive. For
insurers, the challenges of large maximum possible loss
scenarios, a lack of portfolio spread, and no guarantee of
renewal create a requirement to be conservative with initial
rate on line aspirations.

GOING THE EXTRA MILE

In a holistic sense then, the insurance market is currently only
providing a limited level of support for industry in this area.
This then begs the question what more can both brokers and
insurers do to support our mutual client base?

There are specific examples of products in other adjacent
areas that could inspire. One leading European insurer
has launched an ‘Excess Emissions Insurance’ for marine
operators. This product is an extension to a pre-existing
marine hull and designed to indemnify a vessel’s carbon
output under circumstances where this vessel undertakes
an additional unforeseen voyage caused by a covered risk
that results in ‘excess’ emissions. The policy pays out with
carbon credits equal to the amount of ‘excess’ emissions.
Structuring something comparable for aviation operators
should be possible.

<O

However, as aviation insurance practitioners, there is a need
for self-awareness around the fact we are not ‘experts’
beyond our core area(s) of competency. There is, therefore,
a definite need to listen to clients to understand where the
acute ‘pain points’ are before jumping to product definition.

In this spirit, Gallagher has formed an Aviation ESG Working
Group (whose remit includes extreme weather) whose initial
focus is on understanding the current activity and viewpoints
of core stakeholders, including insurers, individual clients,
and industry groups/organisations. The canvassing of
opinions completed to date has uncovered plenty of positive
sentiment from insurers, but the desire to help is complicated
by a marked uncertainty over how best to assist.

Both extreme weather and the aviation insurance market are
here for the long-term, and although the latter is beginning
to focus on how it can assist operators with the former, as

in other areas, there is a need for a tripartite partnership
between clients, brokers, and insurers to design products and
services that are both sustainable and useful.

LET’S TALK:

HENRY BEXSON

Partner, Aerospace — Gallagher Specialty
M: +44 7990 677 622

E: henry_bexson@ajg.com
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GENERAL AVIATION (GA)

Author: Philip Stafford
Senior Partner — Gallagher Specialty

In contrast to the frantic renewal activity during Q4, the first quarter of the
yvear has historically been relatively quiet and a time to reflect and plan

for Q2 and beyond. The activity in the general aviation sector in Q1 would
indicate that insurers’ appetites have shifted, with significant resources being
dedicated to focusing on general aviation business.

AVAILABLE CAPACITY HERE TO STAY FOR 2024

As highlighted in the last edition of Plane Talking, the
significant increase in available capacity in the sector during
2023 has had the inevitable effect of rate reductions in
most areas of the business. This trend looks to continue and
potentially accelerate as insurers review their 2024 business
plans in a challenging environment.

Many aerospace insurers are looking to diversify their
portfolios, having reached a saturation point in the airline
sector, and general aviation provides the perfect opportunity
to do so.

We have also recently withessed a number of high-profile
hires by insurers in the sector, suggesting that the appetite

for general aviation business is a long-term play and that
significant capacity will be available for the foreseeable future.

GENERAL AVIATION CLAIMS AND AVIATION SAFETY

2024 has already seen several fatal accidents across all
geographies, and as many predicted, this is in line with flight
activity returning to pre-pandemic levels.

It was somewhat ironic that, just prior to a Heli-Offshore
meeting at HAI, which promotes the safety of the offshore
rotor-wing industry, the news broke that a Bristow-operated
S-92 helicopter ditched in the North Sea, tragically resulting
in one fatality. It highlighted that no matter how hard safety
organisations and operators work to mitigate flight risk,
losses are inevitable, and the response of insurers is key at
this difficult time for operators and those affected by such

a loss.
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Claims inflation, by way of increasing aircraft values, rising
repair costs, and rising liability awards, are key concerns for
general aviation insurers. In particular, social inflation and the
increased frequency of high-value verdicts. What was once
considered a nuclear award (>USD10mn) some five years ago
has now seemingly become commonplace, and in fact, we are
now routinely seeing aviation awards in excess of USD100mn,
specifically in US courts. This was seen most recently on

5th of January 2024, when a Nevada judge awarded a
USD100mn settlement to the parents of a British tourist killed
in a Grand Canyon helicopter crash in 2018. Notably, Airbus
Helicopters which manufactured the aircraft paid USD75mn
for the award while the operator Papillon Airways paid
USD24.6mn. Given the relatively small premiums associated
with general aviation business, such awards significantly
influence underwriting sentiment and pricing, particularly
towards those operators perceived to be a higher risk.

SUPPLY CHAIN PRESSURES

Many of the discussions with clients at the Heli-Expo in
Anaheim centred on the availability of new aircraft and spare
parts required to service existing fleets. Many operators
expressed concern that the lead-in times for essential

spare parts could potentially mean grounding aircraft and
creating a knock-on effect for those industries reliant on the
movement of employees by air.

Insurers will be mindful that any significant delay in the
supply chain, resulting in the grounding of aircraft, will have
an impact on premium income.

The consensus among operators was that the supply chain
will continue to be a major challenge during 2024 and we will
be watching this situation closely throughout the year.
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AVIATION HULL WAR

Following significant rate increases for most operators
during 2023, it would appear that the aviation hull war
market has found a level.

As reported in the Q4 edition of this publication, we are now
seeing insurers deploying capacity on hull war placements
to complement their Hull & Liability offering.

That being said, ongoing conflicts throughout the globe and
rising tensions in Asia are prompting insurers to be more
selective in their underwriting. This has prompted brokers to
explore new product development opportunities to ensure
that our clients have an insurance product that is fit for
purpose and will respond when called upon.

INNOVATION IN THE GENERAL AVIATION SECTOR

It seemed poignant that the opening meeting at the
Helicopter Association International (HAI) was the l[aunch
of its rebranding to VAI, Vertical Association International,
with the first ‘Verticon’ to be held in Dallas next year. The
rebrand was vital to incorporate, what many see as the
future of the industry.

The development of eVTOL and eSTOL aircraft types
continues to gather pace, with operators actively looking at
how they can incorporate this new technology into

their operations.

This is an area that we will be watching very closely, as
many predict that eVTOL aircraft could be carrying four
passengers around densely-populated cities by 2025.
The future is now.

GENERAL AVIATION OUTLOOK

Due to the continued availability of high-quality capacity in
the general aviation sector, in the absence of a significant
industry or world event, all indicators point to a further
softening of rates throughout 2024.

Insurers are mindful that they will need to be creative to retain
and attract business and many are prepared to offer multi-year
deals to maintain revenue in a softening market. 2024 will be
an opportunity for some clients to take advantage of this offer,
which will provide clients with insurance cost certainty beyond
the traditional 12-month term.

As brokers, we are engaging with our clients to discuss the
availability of capacity for their specific risk and to obtain the
most beneficial terms and widest possible coverage available.

LET’S TALK:

PHILIP STAFFORD

Senior Partner, Aerospace — Gallagher Specialty
M: +44 7791151 254

E: philip_stafford@ajg.com
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SPECIAL FEATURE

BEHIND THE SCENES

TAKING CARE OF THE COMPLEXITIES

How Blake Emergency Services navigates emergency incidents

with care and expertise

Author: Abigail Pollard
Managing Director — Blake Emergency Services

For over four decades, Blake Emergency Services has
served as a steady presence on the global stage of
emergency response management. Our team’s work
transcends mere statistics and service descriptions,
weaving a narrative of human compassion, remarkable
adaptability, and the unwavering ability to navigate the
ever-evolving complexities of crisis response.

FACING THE UNPREDICTABLE

The world of emergency response is far from static.

New challenges constantly emerge, demanding constant
vigilance and adaptability. This need for flexibility permeates
every facet of our operations, from meticulously protecting
personal belongings to meticulously balancing immediate
assistance with long-term recovery efforts, resiliency,

and preparedness.

A TAPESTRY OF EXPERTISE

Navigating complex emergencies necessitates a multifaceted
approach. Blake’s team, a remarkable tapestry of more than
700 individuals from 45 countries, embodies this approach.
Funeral directors, veteran airline professionals, forensic
specialists, and even media specialists work side-by-side,
drawing upon diverse expertise to offer a comprehensive,
holistic, professional, and caring response.

BEYOND RESPONSE: BUILDING RESILIENCE

Resilience is paramount to mitigating the impact of
disasters. We extend beyond immediate response,

offering various services such as training and consultancy
to organisations seeking to build their own emergency
response capabilities. From developing and meticulously
testing comprehensive emergency procedures to
conducting realistic exercises that mirror real-world
scenarios, we empower organisations to face future
emergencies with confidence, knowledge, and shared care.
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TRAINING AND EXERCISES: TRAINED HANDLING AGENTS
IN EMERGENCY RESPONSE

In the delicate ecosystem of air travel, airports and airlines
face a multitude of potential disruptions and the ability

to respond effectively can make a critical difference.

While Blake plays a crucial role in managing large-scale
emergencies, the foundation for a swift and efficient
response often lies with trained handling agents.

Handling agents can be the unsung heroes of the aviation
industry, often serving as the first point of contact for
passengers in times of emergency. They are responsible

for ensuring the safety and well-being of passengers

during various scenarios, including medical emergencies,
evacuations, and disruptions, managing those affected by an
event, reducing risk and liability, and enhancing preparedness,
allowing quick and decisive action when it is needed.
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While handling agents play a vital role, they are just one piece
of the puzzle. Effective emergency preparedness requires
collaboration between airlines, airports, and emergency
response agencies like Blake. By working together and
investing in training for all stakeholders, the aviation industry
can ensure a more robust and coordinated response to any
crisis, ultimately protecting passengers, aircraft operators,
airports, and reputation.

CHALLENGES AND SOLUTIONS: TRUTH VS FICTION
Navigating the intricate landscape of an incident is no easy
feat. We constantly encounter unique challenges, each
requiring a tailored approach, and this is something our team
excels in. One significant challenge lies in securing accurate
information during the initial stages of a crisis. Confusion and
misinformation often cloud the immediate aftermath, making
it crucial for Blake’s team to meticulously gather and verify
information, ensuring transparency and clear communication
with passengers, families, and authorities.

Another significant hurdle involves managing media
expectations and addressing speculation. In the age of
instant information, the media landscape can amplify
anxieties and exacerbate sensitivities. Blake’s media liaison
experts navigate this complex terrain effectively, providing
accurate and timely information while ensuring respect for
the privacy of those affected.

Furthermore, accessing crash sites can be particularly
challenging, especially in situations involving political
instability or geographical limitations. Our team possesses
the expertise and network to navigate these complexities,
ensuring safe access to the site and facilitating the recovery
process with the utmost respect and dignity.

CULTURAL SENSITIVITY: IMPERATIVE

The world is a wonderful, diverse tapestry, and we must
acknowledge and appreciate cultural sensitivities. Our team
includes individuals from various backgrounds from

45+ countries, and we actively foster intercultural
understanding and ensure that families receive support
tailored to their specific cultural and religious needs.

SYNERGISTIC POWER OF COLLABORATION

AND PARTNERSHIPS

No single entity can single-handedly navigate the
complexities of a major loss. Blake understands the
importance of collaboration, fostering strong partnerships
with airlines, insurers, loss adjusters, authorities, and local
communities. This collaborative approach ensures a unified
response, minimises duplication of efforts, and ultimately
serves the affected individuals more effectively.

<O

The ability to navigate complex emergencies effectively goes
beyond the individual expertise of any single organisation.

In the intricate ecosystem of emergency response,
collaboration and partnerships serve as the cornerstone for
establishing a robust and unified response system.

STRENGTH IN NUMBERS:

We recognise the immense value of strong partnerships

with various stakeholders to ensure a comprehensive and

coordinated approach to emergency response. These
partnerships encompass entities such as:

e Airlines and airports: Collaborative efforts with airlines
and airports enable a seamless flow of information and
facilitate a unified response during emergencies. Airlines
provide crucial information regarding passengers and
crew, while airports offer logistical support and access to
essential resources.

* |nsurance companies: Continually working closely with
Insurance companies, insurance brokers, and the insurer’s
lawyers helps facilitate the smooth processing of claims
and expedite financial assistance to affected individuals
and organisations.

e Local authorities: Coordinating with local law
enforcement, emergency medical services, and
government agencies ensures a swift and coordinated
response, leveraging the expertise and resources of
each entity.

 Embassies and Consulates: Involving representatives
from the affected nations’ embassies and consulates right
from the start of a response provides additional support
to the families as well as the airline.

Each collaborating entity brings unique expertise to the
table, strengthening the overall response.
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By fostering strong partnerships locally, regionally, and
globally, we can achieve enhanced response capabilities,
reduced duplication of efforts, and improved communication
and coordination, all leading to better cost management. We
continue to collaborate closely with the airline, authorities,
and local organisations to ensure a smooth and dignified
repatriation process for the victims and provide much-
needed support to the affected families.

As the complexities of emergency response continue to
evolve, the need for collaboration and partnerships remains
ever-present. By working together strategically, organisations
ensure a more robust and unified response system, ultimately
leading to a stronger and more resilient global community
prepared to face any unforeseen challenges.

MOVING FORWARD: A LEGACY OF SERVICE -

WHEREVER, WHENEVER

* Victim identification and repatriation: This sensitive
process requires meticulous attention to detail and the
utmost respect for the deceased and their families.
Blake’s team, comprising seasoned and experienced
professionals, ensures dignified and accurate
identification, followed by the secure, respectful, and
caring repatriation of remains.

o Support for affected families: The emotional toll of a
crisis can be overwhelming. Family assistance centres
provide bereaved families with a haven of support.
Trained professionals offer emotional counselling,
practical assistance with navigating bureaucratic
processes, and a listening ear during this difficult time.

o Support for the affected airline: Very few airlines have
suffered an accident resulting in the loss of all those
on board. Having an incident-experienced professional
sitting alongside the senior management team during the
aftermath to offer advice and guidance on the response
can be crucial from a practical perspective and to reduce
feelings of vulnerability. Having this support not only at the
head office but also at the incident site can be
very valuable.

 Emergency call centre setup and provision: During
times of crisis, access to accurate and timely information is
crucial. We guide and assist organisations in establishing
and managing efficient emergency call centres, ensuring
that families and affected individuals receive the
information they need in a timely and empathetic manner.

* Maedia liaison: Navigating the media landscape requires a

delicate touch on the best of days. Media liaison experts
provide guidance and support, ensuring that accurate
and timely information is communicated while respecting
the privacy of those affected. They also work to counter
misinformation and speculation, fostering a climate of
understanding and respect.

I_By working together strategically,

organisations ensure a more
robust and unified response
system, ultimately leading to a
stronger and more resilient global
community prepared to face any
unforeseen challenges.
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* Full support for establishing and maintaining LOOKING FORWARD

emergency response capabilities: Recognising the As the world continues to face unforeseen challenges,
importance of preparedness, Blake offers comprehensive the need for organisations like Blake remains ever-present.
services to organisations seeking to build their own The team’s dedication to innovation, adaptability, and
emergency response capabilities. This includes unwavering compassion ensures that even in the face of
developing and testing emergency response procedures the most complex emergencies, a beacon of hope exists,
and checklists, conducting training exercises, and reminding us of the power of human resilience and the
providing ongoing consultancy and support. enduring strength of the human spirit. As we embark on
our next chapter, Blake’s commitment to navigating crises
BEYOND STATISTICS: THE HUMAN TOUCH OF with care and expertise, underscored by our family values,
OUR TEAM undoubtedly paves the way for a future where communities
What sets our team apart is an unwavering commitment are better prepared and individuals are treated with
to treating each crisis as a uniquely human story. Our dignity and respect anywhere in the world, even in the
family-owned and managed ethos translates into a genuine face of adversity.

understanding of the emotional toll disasters inflict upon

families and communities. In the aftermath of the Malaysian
Airlines Flight 17 or the Ukraine Airlines Flight 752 tragedies,
for instance, our role transcended mere logistical support.

LET’S TALK:
ABIGAIL POLLARD
Managing Director

The team provided invaluable emotional support to grieving )
Blake Emergency Services

- families, exemplifying our dedication to treating individuals o
- PIYINg J E: abigail.pollard@blakeemergency.com

bd L with respect and compassion during their darkest moments.
‘ , | ) . , ‘ W: www.blakeemergency.com
'/ ay y

_—__ . _ Statistics and figures showcase the scope of our operations,

T In association with:
-y N Ny N VS _9 but it’s the human stories that truly resonate. Imagine the

BLAKE

EMERGENCY SERVICES

relief on the face of a family, finally reunited with their loved

i \ \ \\ ’ ones’ remains, thanks to meticulous identification and

repatriation efforts. Or picture the solace found by a grieving

individual at one of the family assistance centres, surrounded
by understanding and support. Or the family reunited with
their child’s soft toy and was able to hold it again. These
individual stories are testaments to the profound impact

Blake has on the lives they touch.
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SPACE INSURANCE

Author: Peter Elson
Chief Executive Officer, Aerospace — Gallagher Specialty

As we outlined in the previous edition of Plane Talking, due to recent adverse
underwriting results, those space underwriters that renewed their consortium
memberships and reinsurance programmes at 1st January had to navigate
through some challenging and stressful conditions. Nevertheless, despite a
small reduction in overall theoretical market capacity, there has been little
change to the ‘working capacity’ available for buyers. However, with the recent
news of a large claim regarding O3b being made public in February, pressure
for insurers to show a clear plan to profitability remains front and centre.

As the 2023 underwriting year came to a close, the overall
space insurance market underwriting result was a loss

of circa. USD900mn against a premium income figure

of circa. USD550mn (noting a further USD230mn loss in
December 2022). As a class, space insurance is well known
for its narrow spread and volatility, with a single large claim
having the potential to make the difference between profit
and loss. Historically, large loss years have been ‘paid back’
over subsequent years (for example, 2019 was a significant
loss year followed by three years of profit). Looking back
relatively quickly over both a three-year and five-year period,
with loss ratios on average between 100% and 110%, insurers
are suggesting that premium ratings needs to increase
significantly. While the logic is clear, in our view, some insurers
are likely to be quickly disappointed by the quantum of
increase they can achieve against their current expectations.

Following the O3b claim becoming public in February 2024,
based on what we have seen so far, insurers have been able to
continue to trade, albeit with some hesitancy and trepidation.
Although early days, we suspect that the increase in pricing
insurers achieved in Q4 2023 will prove sufficient for them to
pursue a realistic return to profit in the coming years.

As we look forward further into 2024, despite large losses
testing the resolve of insurers and capital providers, the
capacity within the space insurance market remains ample

to cover most risks, and underlying appetite — especially for
‘plain vanilla’ risks - remains strong. However underwriters

are under increased and immediate pressure to demonstrate
their plans to get back to profitability. As a result many have
become wary of deploying capacity for new technologies and
on programmes where they perceive heightened technical risk.

GALLAGHER SPECIALTY | PLANE TALKING | 36



As we have noted in previous Plane Talking articles, an
acceptance of new technology is both necessary and
inevitable within a viable underwriting strategy given that
the next generation of launch vehicles and spacecraft (such
as software-defined satellites) are now clearly the products
being procured by satellite operators over the next few
years. We note that continued delays to next-generation
technology (specifically software-defined satellites and

the Ariane 6 launch vehicle) may push this slightly further
towards the horizon, but with the reduced number of
heritage technology satellites being bought and scheduled
for launch in the next three years, insurers will surely have to
consider these programmes to be an important pillar of their
future portfolios.

SMALL SATELLITE

The new space industry continues to provide a reminder of an
exciting future ahead. 2023 delivered some ground-breaking
results for commercial space companies, including the first
successful launch of a private lunar lander, commercial launch
vehicles dominating the marketplace and Northstar launching
the first dedicated space situational awareness constellation.
The continued trajectory of growth within this sector was
evident at Space-Comm Expo, the UK’s satellite industry
event, where some of the most exciting UK space start-ups
were sharing their plans for the future.

As the new space industry becomes more mature and attracts
financing from a wider base, we are seeing an increased
interest in risk transfer. Insurers are looking to broaden their
portfolios, and we see a more thoughtful engagement with
new and innovative products as key to being able to provide
a meaningful value proposition to new space companies.
Gallagher Specialty remains at the forefront of this sector

and continues to work with a number of key stakeholders to
develop solutions that are fit for purpose for these dynamic
and entrepreneurial companies.

FINAL WORDS

In our view it is critical that underwriters do not lose sight

of the need to maintain and develop a consistent and
sustainable insurance market in the long-term. A central
element of this may well be focus on true differentiation

with pricing increases applied more forensically for specific
elements of risk (for example, we note that many recent
claims have occurred during the post separation phase),
rather than adopting a generic broad brush increase across all
risks in an effort to push up the overall premium base.

We also note that risk transfer to insurers has to continue

to be seen to offer great value to buyers. If pricing levels
become elevated to the extent that risk transfer is no longer
financially viable, we may see some operators — especially
those with large portfolios of in-orbit assets and revenue
streams — choose to retain significantly more risk, impacting
the overall premium pool available to insurers.

More than ever, during this challenging phase, the Gallagher
Specialty Space team is striving to provide our clients with
accurate, real-time, and highly targeted risk management
advice alongside bespoke products to both manage market
volatility and ensure that insurers are given the opportunity
to provide a risk transfer product that offers the best
possible value.

LET’S TALK:

PETER ELSON

Chief Executive Officer, Aerospace — Gallagher Specialty
T: +44 204 511 4588

E: peter_elson@ajg.com

" https:/www.insuranceinsider.com/article/2cuumca3uvfwkh3sb9f5s/london-market-section/space-
market-facing-500mn-in-losses-from-new-satellite-losses
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GALLAGHER
UPDATE

GALLAGHER EXPANDS ITS AEROSPACE TEAM
We are pleased to announce the following new appointments to our

global Aerospace practice since our last edition:

. has joined as an Account
Executive - General Aviation, based in London.

. has joined as an Account Executive
based in Atlanta, USA.

. has joined as an Account Technician -
General Aviation, based in London.

. has joined as a Team Secretary based
in London.

. has joined as an Account Handler based
in Taiwan.

. has joined as an Operations
Manager based in Colombia.

. has joined as a Junior
Assistant based in Colombia.

. has joined as a Data Analyst based
in London.

. has joined as a Senior Broker based in the
Republic of Korea.

. has joined as an Assistant Vice
President based in India. | L e I ~ o
. has joined as an Account Executive f = | P | . W B a

based in London.
. has joined as an Account Handler based in
the Republic of Korea.



SAVE THE DATE - UPCOMING EVENTS

Don’t miss out on your opportunity to connect with Gallagher in person. Our aerospace representatives will be present at the following upcoming events:

9-11 April 2024
Chicago, USA

MRO Americas

https:/mroamericas.

aviationweek.com

15-16 May 2024
London, UK

IATA - Risk and Insurance

17-19 April 2024,
Florida, USA

Saab 340 & 2000 Global

Operators Conference 2024

https:/www.jetstreamavcap.
com/saab-conference-2024/

21-23 May 2024
Riyadh, Saudi Arabia

ACI Asia-Pacific & Middle

5-8 May 2024
San Diego, USA

RIMS - RISKWORLD 2024
https:/www.rims.org/annual-

conferences/riskworld-2024/

acpc

10-13 June 2024
London, UK

Gallagher Specialty

17-18 May 2024
Wycombe, UK

Private Flyer UK 2024

https:/www.privateflyershow.
com/uk/

26-28 June 2024
New Delhi, India

2-4 July 2024
Warsaw, Poland

India Space Congress 2024 World Overflight Risk

East/ACI World Annual Conference 2024

General Assembly

Management (RIM) Forum Aerospace Training Seminar (ISC 2024)

https:/www.indiaspacecongress.

https://aci.aero/events com

www.iata.org/en/events/all/risk- https://cvent.me/4PeMWe

and-insurance-management-rim-
forum/

' BT

For more information on our attendance at these events and or
to arrange an in-person meeting, please get in touch:

LET’S TALK:

BRAD HILLS

Partner, Aerospace

T: +44 7747 447 609
E: brad_hills@ajg.com
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MARKET PERSONNEL NEWS IN Q1

AlIG

Tracy Mattice has been promoted to Head of General
Aviation - East and Samantha Vieceli has been promoted
to Head of General Aviation - West. Additionally, Anne
Grafenberg has joined as a Senior Aviation Underwriter -
DACH, and John McGuckin has joined as an Underwriter
- Light Aviation. Nick Bluck has also been promoted to
Underwriting Director, International Aerospace.

AXIS
Sarah Smith has joined as a Senior Aviation Underwriter
from Chaucer.

BEAZLEY
Adam Vessey has joined as Focus Group Lead - Aviation and
Space Claims, from Liberty Mutual Insurance.

EVEREST INSURANCE INTERNATIONAL

Mark Stanley has joined as Head of Aerospace from Axa XL.
Additionally, Alexis Daniel has joined as Head of Aviation,
Europe, from AlG.

ELESCO
Daniela do Nascimento has joined as an Aviation
underwriter based in London from AXA Brazil.

NEXUS
Steve Eccles has joined as Head of Aviation and Marine.

LA REUNION AERIENNE
Anna Dedman is joining as a Senior Aerospace Underwriter
from Chaucer.

CONVEX
Bill Halligan is joining as Senior Aviation Underwriter from
Liberty Special Markets.

PARTNER RE
William Strasser has been appointed Head of Aviation,
following the retirement of Benjamin Weber.

GLOBAL AEROSPACE

The following new executive appointments were effective on
1 of January 2024. Jeff Bruno will serve as President of Global
Aerospace, Inc. and Group Chief Underwriting Officer. Daniel
Turner, General Counsel and Head of Claims UK, will become
Group General Counsel. Rob Buckner, Claims Manager, will
take on the role of Head of Claims, UK.

HDI GLOBAL SPECIALTY

Carl Johan Kansmark has been promoted to Head

of Aerospace at the company’s Scandinavian branch.
Additionally, Jamie Bowes has been promoted to the new
General Manager for Aviation, Sweden.

INIGO
James Owen has resigned from AxaXL and will join following
the conclusion of his existing contractual obligations.

ROKSTONE

Lee Henry has joined as Portfolio Manager - Aviation, from
|GI. In addition, the following new US-based appointments
have been made - Carson Lyons has joined from AlIG, Jeffrey
Tippins from Starr, and Chris Latta from Lockton. Tippins and
Latta will commence their roles at Rokstone following the
conclusion of their notice periods.
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Global Executive, Aerospace Managing Director, Aerospace Managing Director, Aerospace LATAM RICHARD ADAMS
T: +44 204 511 4583 T: +1403 298 4314 M: +44 782 793 7386 Senior Partner
E: nigel _weyman@ajg.com E: grant_s_robinson@ajg.com E: eduardo_dueri@ajg.com T: +44 204 511 4625
E: richard _adams@ajg.com
WILLIAM SMITH
Global Executive, Aerospace
T: +44 204 511 4620 MATTHEW TRUNDLE
E: william_smith@ajg.com JOANNE GREEN Partner and Divisional Director, Aerospace
Divisional Manager, Aerospace Australia, T: +97 15 6515 5500
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CONDITIONS AND LIMITATIONS

This information is not intended to constitute any form of opinion or specific guidance, and recipients should not infer any opinion or specific guidance from its content. Recipients should not rely exclusively on the information contained in the bulletin
and should make decisions based on a full consideration of all available information. We make no warranties, express or implied, as to the accuracy, reliability, or correctness of the information provided. 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 and exclude liability for the statistical content to the fullest extent permitted by law.

Insurance brokerage and related services to be provided by a subsidiary or affiliate of the Arthur J. Gallagher & Co. global group of companies.
Gallagher is a trading name of Arthur J. Gallagher (UK) Limited, which is authorised and regulated by the Financial Conduct Authority. Registered Office: The Walbrook Building, 25 Walbrook, London EC4N 8AW. Registered in England and Wales.
Company Number: 1193013.

Gallagher is a trading name of Arthur J Gallagher Nordic AB (formerly called Nordic Férsakring & Riskhantering AB) which is authorised by the Swedish Financial Supervisory Authority. Incorporated in Sweden under company number 556418-5014 Gallagh E r

with registered address at MéIndalsvagen 22, 412 63 Goteborg, Sweden. Authorised and regulated by the UK Financial Conduct Authority. UK branch registered in England and Wales under branch number BR021003, with registered address at
The Walbrook Building, 25 Walbrook, London EC4N 8AW. S p E C I A LT Y
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