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As we enter 2020, the global 
construction market remains 
strong, led mainly by the United 
States and China. This has resulted 
in most US-based contractors 
having and maintaining a healthy 
level of  backlog. USG Corporation 
and the US Chamber of  Commerce 
reported an average backlog of  
10.2 months in 3Q2019.
https://www.usg.com/content/dam/USG_Marketing_
Communications/united_states/product_promotional_materials/finished_assets/usg-commercial-construction-index-report-en-2019-q3.pdf 
Posted September 17, 2019.

The outlook for 2020 is not uniformly positive, however published forecasts predict a slowdown or 
negative growth in certain segments of the US construction market.

ASSOCIATION OF GENERAL CONTRACTORS — 2020 FORECAST

Spending areas 2020 projections 2019 results

Total construction 1%-5% 2% (9/2018 To 9/2019)

Residential construction 2%-7% -2%

Private nonresidential 0%-4% -0.6%

Public construction 0%-4% 6%

https://www.metalarchitecture.com/industry-news/agc-constructconnect-aia-dodge-data-give-varied-2020-forecasts  
Posted November 13, 2019.
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DODGE DATA & ANALYTICS — 2020 OUTLOOK

Market segment 2020 projections compared to 2019 results

Residential (single family) -3% construction values

-5% number of units

Residential (multifamily) -13% construction values

-15% number of units

Commercial construction -6% construction starts

 Retail -14% construction values

 Warehouse -10% construction values

 Hotels/motels -11% construction values

 Office -2% construction values

 Manufacturing -2% construction values

Institutional construction Unchanged construction starts

 Education 2% construction values

 Healthcare 3% construction values

 Transportation 5% construction values

 Recreation 8% construction values

 Public buildings -8% construction values

Public works 4% construction values

Electrical power/utility -27% construction values

https://electricaltrends.com/2020-dodge-construction-outlook-down-key-segments/ Posted Nov. 5, 2019.

Attracting and retaining skilled labor will continue to challenge construction and design sector 
firms in 2020, prompting additional investments in training programs for existing workers, 
enhanced compensation programs, and technology and systems that increase efficiencies. 
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Construction insurance 
market

We anticipate continued hardening of 
rates in a number of construction coverage 
markets, mirroring general insurance market 
trends. Under current market conditions, it 
will take longer to place insurance, so early 
action on renewals and new placements is 
strongly advised. 

Workers’ compensation

Workers’ compensation rates have been a 
bright spot in the construction coverage 
market, and we predict they will remain flat or 
decline in 2020. Despite this favorable trend, 
consistent adherence to safety protocols 
and appropriate contractual risk transfer 
agreements remain advisable, along with the 
use of claim analytics and predictive modeling 
tools to proactively avoid and manage workers’ 
compensation losses.

General liability and auto

Primary

On primary layers, rate increases for general 
liability coverage currently range from 8%-
12% and commercial auto is seeking increases 
of 15%-20%. These trends are expected to 
continue, along with contraction of coverage 
terms and pressure for larger retentions. 
Heavier underwriting scrutiny will be applied 

to risks with exposure to wildfires, New York 
labor law, street and road construction, or risks 
exposed to construction defects.

Wrap-up insurance (OCIP/CCIP) is experiencing 
a primary general liability rate increase in the 
10% range for non-condominium projects. 
Despite rate hikes, there has been no general 
withdrawal of amended policy terms and 
conditions. Rolling owner- and contractor-
controlled insurance programs remain available. 

Pricing and capacity of excess coverage for 
wrap-up programs will remain a challenge into 
2020. Some markets, particularly in London, 
exhausted their capacity during 2019 and did 
not entertain submissions until 2020, and this 
situation is likely to recur. Accordingly, it will be 
critical to identify potential delays of project 
schedules at coverage inception, because 
the ability to extend coverage as expiration 
approaches may be precluded by a lack of 
available capacity. 

Wrap-up insurance placements remain a viable 
solution for condominium risks, particularly 
for projects west of the Mississippi River. 
However, enhanced underwriting scrutiny 
continues for apartment projects with potential 
for conversion to condominiums, and for 
wood frame and cross-laminated timber 
projects generally. 
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Umbrella/excess

In 2020, insurers will continue to seek premium increases, larger 
retentions and higher attachment points for umbrella and 
excess coverages. Rates are expected to grow by at least 15%. 
However, the market is still volatile, so increases could be even 
greater. Anticipated developments include:

 � Some markets may decline to quote accounts with more than 
100 autos (standard commercial) and/or 25 heavy vehicles.

 � Markets may attempt to attach wildfire endorsements for 
contractors potentially exposed to these risks.

 � Lead umbrella attachments could increase to $2 million-5 
million, especially for risks with large fleets. Furthermore, 
markets are pushing for primary limits of $2 million/$4 
million/$4 million on GL, placing additional pressure on the 
reinsurance market. 

 � Contractors with $25 million lead umbrella limits may find 
these limits reduced to the $10 million-$15 million range.

 � The number of umbrella markets requiring supporting 
underlying policies may increase, and markets considering 
unsupported business will have more stringent criteria for 
attachment points and pricing.
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Builder’s risk

With a continued strong US economy, the 
construction sector continues to be active and 
so, therefore, is the demand for builder’s risk 
coverage. In general, builder’s risk pricing will 
continue to increase, and, as with the larger 
property market, carriers will pay increased 
attention to terms and conditions. 

 � TERMS AND CONDITIONS: While broad 
coverage is generally still available, 
underwriters are taking a more disciplined 
approach and requesting more detailed 
underwriting information. Specific attention 
is being paid to water damage, requests for 
broad defects language (LEG 3) coverage, 
and wildfire and natural catastrophe 
exposures. Retentions will be a key focus, 
with minimum amounts for water damage 
losses being pushed up to $100,000 or more 
in many cases, and reduced appetite for 
capping the percentage retentions on natural 
catastrophe exposures.

 � PRICING: Unfavorable loss history is a major 
driver of increases on any risk, but even 
relatively clean annually renewing master 
builder’s risk programs may see 5%-10% 
increases. Risks with exposure to natural 
catastrophe will see significant increases 
over rates 12-24 months ago as capacity 
continues to shrink.

 � CAPACITY: While significant capacity 
remains in the market, carriers are pulling 
back on this availability on individual 
risks, especially where there is significant 
catastrophe exposure. This trend is driven by 
major losses in the industry and a tightening 
reinsurance market. We anticipate that many 
large projects will require quota share or 
layered placement structures as carriers 
manage capacity more actively.

� Noncombustible commercial construction 
and heavy, industrial/petrochemical 
construction remain well capitalized and 
thus are experiencing flat to 10% builder’s 
risk rate increases. Builder’s risk water-
related losses (e.g., flood, water intrusion and 
mechanical/plumbing components) have 
trended adversely with rising frequency and 
severity. This has resulted in increased policy 
retentions in some cases. Proactive loss and 
quality control procedures remain essential in 
managing these types of exposures.
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 � WOOD FRAME: This class of construction continues to 
undergo the greatest pressure in terms of reduced capacity, 
pricing and terms. Pricing is nearing a $0.40 rate under an 
All Other Perils (AOP) cover. Top wholesalers are also seeing 
quotes ranging from $0.36 up to $0.40 or more. The ability 
to push below $0.34/$0.35 is limited to only the largest, 
best-performing master builder’s risk programs. Key issues 
continuing to affect this market are retrenchment of capacity 
and the participation of reinsurers critical to building 
capacity. Carriers are becoming more disciplined about 
verifying that insureds have protective safeguards in place to 
address fire risk, including electronic site security and/or full-
time night surveillance. 

 � CONSIDERATIONS: We expect firming of the market to 
continue as carriers work to find a “new normal” for rate and 
capacity. In addition to getting ahead of renewals, brokers 
and clients need to be mindful of the hardening market from 
both a project proposal and project extension perspective. 
Terms and conditions that could formerly be relied upon in a 
softer market now will require constant carrier contact and 
communication to ensure they remain available.

Contractor’s pollution and 
professional

The contractor’s professional liability market is following the 
trend of the overall casualty market, with significant increases 
on any risks that are loss-challenged. Capacity remains available 
but with an increased cost. Loss-related issues are also placing 
significant pressure on retentions for professional liability. 

Contractor’s pollution liability rates are expected to remain flat, 
with potential for rate decreases. Insurance carriers continue 
to enter this coverage market, and the additional capacity and 
competition are keeping rates from increasing.
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Architect and engineer professional

In recent years, new capacity has entered the 
US professional liability market from both 
domestic and London-based carrier markets. 

The US market appears to be trending toward 
equilibrium. Our experience is that pricing 
remains competitive, but underwriters report 
that increased claims severity and “frequency of 
severity” are exerting upward pressure on rates. 
Carriers are becoming more selective about 
the firms with whom they choose to partner, 
placing a renewed emphasis on understanding 
the insured’s project risk assessment, contract 
review processes, go/no-go decision criteria 
and subconsultant prequalification standards.

The London professional liability market has 
been significantly more uncertain than the 
US market. Three Lloyd’s syndicates that had 
provided capacity for US-based A&E firms have 
gone into runoff for 2020. While other markets 
have reported improved combined ratios in 
2018, solid results in 2019 and optimism about 

2020, Lloyd’s and European insurers are seeking 
rate increases on renewals and are closely 
analyzing the viability of self-insured retention 
levels, particularly on accounts with unfavorable 
or deteriorating loss experience.

Lloyd’s syndicates and European insurers have 
experienced rapid and extreme deterioration 
in underwriting results for non-US risks to 
the point that several markets have decided 
to exit the class. This is driven primarily by 
country-specific or project-type loss trends 
(fitness-for-purpose in Australia, cladding, 
modular construction and waste-to-energy 
in the UK) as well as macro factors, including 
alternative project delivery methods, onerous 
contract terms, and larger, more complex 
projects. Double-digit rate increases (in some 
cases exceeding 50%) and a demand for higher 
retentions are quite common for the  
non-US risks.
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Subcontractor default

Additional insurance markets will begin to offer subcontractor default coverage in 2020. 
This increased competition will continue to stabilize rates and limit significant reduction of 
coverage terms.

The exception will be the cost, terms and length of tail coverage, especially for residential 
exposures due to the increased losses within this class. Wood frame construction, in particular, will 
undergo additional underwriting scrutiny. 

Surety

As we begin 2020, the surety industry remains strong both in terms of continued revenue and 
relatively low losses. In the first two quarters of 2019, the surety industry booked $3.48 billion 
in revenue, a 10.5% reduction from the same period in 2018. Yet this still represented one of the 
greatest first-half results in the history of the surety industry. 

For full insights on the surety market, take a look at our November 2019 Surety Market Update.

Closing

Proper planning and preparedness should guide many contractors through the challenges that lie 
ahead for 2020. In particular, the current insurance market conditions are changing frequently, so 
please contact a member of your Lockton team for up-to-date information. 
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