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Although the commercial marine market (http://www.iamagazine.com/markets/market/marine)
currently faces unprecedented capacity
(http://www.iamagazine.com/markets/read/2016/12/19/commercial-marine-the-consequencesof-widespread-appeal),, don’t expect insurers to release shiny new products to get a leg up on the
of-widespread-appeal)
competition.
After all, this is the oldest form of insurance in the world, according to Damon Vaughan, senior
vice president of Venture Insurance Programs’ Tidal Marine unit.
“Everything is pretty well established,” says Andrew Hills, managing director of Lochain Patrick
Insurance Brokers, which he helped found in 1987 with a group of London market marine
insurance specialists. “Marine insurance has been around for a long time, and has evolved and
developed over that time.”
Commercial marine coverage encompasses many lines, but essentially addresses three main
risks, Vaughan says: physical hull or property; liability for the crew, third parties and accidents;
and cargo. Within those categories, “there are tweaks to existing products, and there are ways
and means of improving upon pricing,” he explains. “But brand-new lines of new products are
pretty rare.”
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But that’s not to say commercial marine is immune to change. Like every insurance market, it will
develop new products to respond to exposures as they arise. Here are three emerging risks you
need to know about to better serve your commercial marine clients in 2017.
Larger vessels. Vaughan says many of the vessels under construction today are super large
container ships. “We’re living in a world where economies of scale are very important,” he
explains. “Some of the vessels that are getting built now are so enormous that they bring a
whole new set of exposures, like the wake damage they can create if they are maneuvered
incorrectly. Problems can be significantly heightened than if you had a vessel that’s half the size.”
Cyber. This is a big concern for more modern vessels that use computerized equipment,
Vaughan says. “It’s the same old story—people who want to do harm can hack into the systems
and create havoc with the navigation and communication systems,” he explains. Consider a large
refrigeration vessel that carries fish, fruit or frozen products: “A hack could mess with the
refrigeration systems, which are controlled by computers.”
So far, the commercial marine market has appeared largely unconcerned about cyber exposure.
“I don’t think we’ve seen the really big nasty shock loss yet,” Vaughan says. “And I hope we don’t,
but some major loss may happen at some point that’s going to really school everyone. Then, I
think you’re going to see many more products tailor-made to cover that kind of exposure.”
And when ships eventually begin to follow the lead of driverless cars, cyber will become an even
bigger concern. “There’s constant discussion about drone ships—a shift in the future to
unmanned vessels,” Hills says. “We’re quite a long way off from that, but that will create its own
set of problems.”
Climate change. As weather events become more severe, the impact on harbors, ports,
terminals and other marine territories could be staggering. “Whatever you feel about it—
whether you believe it’s natural or manmade—climate change is going to create some challenges
for commercial marine,” Vaughan says.
The problem is particularly worrisome in the Arctic, where melting ice caps make it possible for
more vessels to venture further north. “There’s going to be more shipping going on up there, and
that’s going to create new activity,” Vaughan explains. “If you have an accident, if you have a fire
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on board or collision or sinking, the arctic environment makes it more challenging to get rescue
crews up there, to work on saving vessels, to work on saving lives.”
Normally, vessel owners can reap benefits from working hard to meet standards like the U.S.
Coast Guard’s Sub Chapter M regulations for inspection and safety. “I was a broker for many
years, and I’m a great believer that if your clients are complying with more stringent safety
guidelines, you should make a point of driving that home to your insurers,” Vaughan says.
“There’s been a lot of good work done on essentially improving the risk to the market.”
But in the absence of the type of infrastructure of more seasoned shipping areas, “there are
going to be some new exposures there that probably are going to need to be worked out,”
Vaughan says.
Jacquelyn Connelly () (mailto:jacquelyn.connelly@iiaba.net) is IA senior editor.
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Venture Programs Expands Tidal Marine Business
(http://www.iamagazine.com/markets/read/2017/01/09/ven
programs-expands-tidal-marine-business)
To serve the ever-growing marine market, Venture Insurance Programs has expanded the
availability of its commercial marine insurance business—Tidal Marine—to all states in
North America.
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