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April saw a range of airline operation types and sizes
renew their insurance programmes, providing
evidence that current level of reductions are likely to
continue until at least September. 

The most significant change to the month's activity
has been British Airway's decision to move its
renewal from November to April. It has been
factored into the expiring premium numbers in the
table below, and could mean that when the full
annual numbers are available, April premium
volume will be 25% larger than it was in 2006. 

The move highlights the relative decline of activity
in the October to December renewal season in the
insurance market. In 2000, April represented 4% of
the total annual premium, while November
represented 26%. Based on 2006 numbers, April
2007 will represent around 8% of the annual total
hull and liability premium, while November's
relative proportion of total annual premium will
have potentially declined to about 15%.

The number of renewals that took place during
April this year has fallen as a result of two airlines
seeing their fleet values drop below our reporting
criteria. In total, we expect there to be a further two
renewals that meet our criteria.

The 20% reduction in average lead hull and liability

premium that took place in April means that this is
now the seventh consecutive month with a double
digit fall. Four of these seven months have
witnessed average reductions of over 20%.

Discounting September 2006, the third smallest
month in terms of lead hull and liability premium
being renewed, the market has now been falling by
double digits since August. This means that it is
now one of the longest soft market periods in the
airline insurance market's recent history. 

Losses have risen slightly compared to 2006, but
the industry continues to enjoy an impressive loss
record, and risk bearing capacity is still high, so
reductions are likely to continue until at least the
start of the renewal season in October.

Underwriters increasingly assess insurance
programmes on an individual basis, however, and a
number of factors are taken into account when
working out annual hull and liability premiums. This
should be taken into account when approaching
the renewal process.

While the low level of activity in individual months
during the first half of the year may accentuate how
soft the market is, the fact that the average
permium reduction during Q1 was 25% shows how
significant the reduction has been.

Market Overview

AON AVIATION |  AIRLINE INSURANCE MARKET NEWS May 2007  |  Page 1

PDF users click red contents
title to move to section

Renewals
Fleet Value
Movement
(% change)

Passenger
Movement
(% change)

Expiring
Premium 
(US$m)

Renewal
Premium 
(US$m)

Premium
Movement
(% change)

Last 12 Months 208 +4 +8 2,073.05 1,692.52 -18

Quarter 1 2007 13 -5 -10 61.34 46.15 -25

January 2007 3 +17 +24 13.97 11.97 -14

February 2007 2 -3 +1 7.92 6.39 -19

March 2007 8 -15 -22 39.45 27.80 -30

April 2007 20 +11 +15 134.38 107.60 -20

2007-to-date 33 +8 +10 195.71 153.75 -21

Source: Aon Market Data
Numbers on a like-for-like basis
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The year-to-date loss total, excluding attritionals, is
currently US$156m, which compares to US$71m at
the end of April 2006. Taking a pro-rata figure for
an annual estimate of attritional losses into account,
the overall loss total is currently US$320m,
compared to US$227m in April 2006.

In terms of loss activity , on May 5, a Kenya Airways
737-800, registration 5Y-KYA, crashed while on a
scheduled flight from Abidjan, Ivory Coast, to
Nairobi, Kenya, via Douala, Cameroon. Limited
details are currently available, but all 114 people
onboard are throught to have died. The aircraft was
valued at US$52m.

Meanwhile, a major fire at a Gamco hangar in Abu
Dhabi on April 19 will have a short-term impact on
the market but the claims are ultimately likely to be
passed onto the aerospace market. A Qatar Airways
A300-600R, an Air Mauritius A319-100 and a
Kingfisher Airlines A320 were all damaged in the

fire. The Kingfisher damage is thought to fall within
its policy's deductible limit. The Air Mauritius A319,
registration 3B-NBH, has been declared a partial
loss, valued at US$1.25m, and the Qatar Airways
A300, registration A7-ABV and valued at US$54m,
has been declared a constructive total loss.

Market Losses

The current interest in the aviation insurance market
as a way of diversifying underwriting exposures, and
also the completion of the financial year at the
majority of operations, has driven some fairly
significant changes in the insurance markets.

Philippe Daouphars has joined Kiln, the Lloyd's-
based insurance and reinsurance underwriter, as a
specialist aviation underwriter focusing on
continental Europe. 

Daouphars will be based at Belmarine, a Belgian Kiln
subsidiary. Kiln says that he will work closely with
Paul Letherbarrow, its London-based active aviation
underwriter, and will be writing a mix of European
multi-class aviation insurance and reinsurance lines,
including aerospace, airline and general aviation.

Daouphars spent 24 years with AXA Group and AXA
Corporate Solutions Assurance, most recently as an
aviation class manager.

The company says that the addition of Daouphars
continues Kiln's process of augmenting its aviation
capabilities in Europe, following the hires of deputy
underwriter Paul Macmillan and Sue Kyd, an
underwriter, both of whom are based in London and
previously worked at Wurttembergische UK.

In a related move, Wurttembergische has hired
Stephen Jedburgh from Kiln, as an aviation account
manager. Jedburgh spent 24 years with Kiln, the last
seven as the active underwriter.

Separately, Dan Boultwood has left Global Aerospace
after 27 years and will be joining QBE's Aviation
Syndicate 5555 in October. He will be developing
the airline underwriting account alongside John
Bowman, airline underwriter, QBE says. 

As a result of Boultwood leaving, Global is

examining ways of re-organising its London
underwriting activities. While this process takes
place, Boultwood's responsibilities will be divided
between underwriters Nick Brown, Gerard Knowles,
Brian Wheeler and Richard Power.

Meanwhile, Tony Ambrose has joined syndicate
5555 on the products and airports underwriting
team from Willis. Ambrose has over 15 years
experience in the insurance markets, much of which
focused on the aerospace sector. In his new role, he
will work closely alongside Graham Daldry, who
heads the products and airports team, and will be
underwriting all classes of business across the
products and airports sector. 

CTC has announced that its CTC Services Division is
to become known as Charles Taylor Adjusting (CTA)
with immediate effect. As a result of the change,
which comes with a new board and management
structure, the aviation activities will now come under
the name Charles Taylor Adjusting Aviation,
although the company says that there will be no
changes to day-to-day structure or personnel. 

Finally, London-based aviation law firm Gates and
Partners has two new partners as a result of the hire
of Sue Barham and the promotion of Vanessa Leigh.

Barham joins Gates from Barlow Lyde & Gilbert,
where she has gained more than 15 years
experience covering a range of activities including
aerospace liability and regulatory, commercial and
insurance matters. She will also become a member
of the space law team, the firm says.

Leigh joined Gates in 2006, and has been involved
in its response to two major recent aviation
incidents. She has more than 11 years experience in
the industry, focusing on aerospace liability, space
and insurance disputes and regulatory law.

Market Update
Changes Across the Market
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The International Air Transport Association (IATA)
has released its annual safety report, which shows
that 2006 was the safest year on record in terms of
the number of aviation accidents that took place.

According to the organisation, there were 77
accidents in 2006, compared to 111 in 2005. Just
under 60% of the accidents involved jet aircraft.

The overall industry hull loss rate was 0.65 accidents
per million flights for western-built jets. This is the
equivalent of one accident for every 1.5 million
flights, a 14% improvement in comparison with
2005. IATA members had loss rates of 0.48
accidents per million flights.

According to the report, there were three major
factors in airline losses:

o  Adverse weather: 43% of accidents occurred
during operations in poor weather conditions
o  Communication: 38% of accidents involved flight
crew communication issues, either between pilots or
between pilots and air traffic controllers
o  Flight crew training: 33% of accidents involved
flight crew training issues. 

In terms of the impact of weather, IATA says that
training is a key issue, particularly with respect to
the decision to abort landing in bad weather
conditions. The organisation says that it is working
to improve flight crew standards with and making
enhanced training available.

From a communications perspective, IATA says that
it is implementing programmes such as its English
Language Solution that can help pilots and air
traffic controllers enhance their language skills and
adopt standard phraseology to prevent
communication breakdowns.

According to IATA, from a flight crew training point
of view, the IATA Operational Safety Audit (IOSA)
includes detailed training standards for operational
personnel which is helping spread best practice.

The safety report drills down into industry
performance by region with Russia and the
Commonwealth of Independent States (CIS)
causing the most concern with 8.6 Western-built
hull losses per million flights, 13 times the global
average. IATA says that it is actively working with
the International Civil Aviation Organisation (ICAO),
individual states and operators to improve the
situation.

IATA says that it is focusing its activities on three
major areas of concern, runway safety, ground
damage and cargo, highlighting that 24% of all
accidents in 2006 involved cargo aircraft despite the
sector only accounting for 4% of global operations.

"Aviation must be safer - everywhere - including

Russia and Africa," says Giovanni Bisignani, IATA's
director general and CEO. "Regional safety begins
with global standards that are maintained by all.
That is why the IOSA is a condition of IATA
membership."

The organisation has committed itself to bringing
down the commercial air transport accident rate for
Western-built aircraft by 25% compared to 2006.

"The safety results for 2006 are impressive,"
Bisignani observes. "Air transport remains the safest
form of travel. But we must do even better. With
demand for air travel increasing at 5-6% per year,
the accident rate must decrease just to keep the
actual number of accidents in check. The goal will
always be zero accidents. And the interim target is
to reduce the industry rate to 0.49 accidents per
million flights in 2008, a 25% improvement."

All IATA members must complete be IOSA certified
by the end of 2007 and resolve all issues
highlighted by its findings by the end of 2008 to
maintain membership. There are currently 144
airlines on the IOSA registry, the organisation says,
including 121 IATA member airlines.

The data that IATA has produced adds a significant
level of understanding to the process of technical
insurance underwriting for aviation risks.

The regional differences hold few surprises, but it
does focus attention on regions where more work is
necessary to improve safety and broadly correlates
with the regional analysis carried out by Aon for the
Airline Insurance Market Review 2006, which
pointed the credit balances that have been accrued
by the different regions over the last few years. 

Steven Doyle, Aon Global, Aviation, says "Data like
this helps the market build-up a more complete
picture of aviation industry developments and the
low levels of risk involved. The industry is extremely
safe and continues to improve, and this will
undoubtedly be reflected in premium levels. With
market conditions as they are it is unlikely that the
industry will receive further credit in terms of
premium savings for IOSA certification but it will
undoubtedly help correctly align an airline's risk
profile with the market's appetite for its insurance
programme and pricing over the long term."

Hull losses per million departures, 2006
CIS 8.60
Africa 4.31
Latin America 1.80
Asia Pacific 0.67
North America 0.49
Europe 0.32
Middle East and North Africa 0
North Asia 0

Global Average 0.65
IATA Member Average 0.48 

IATA Releases 2006 Safety Report



After the high level of activity in April, the airline
insurance market calms somewhat in May, with
only 13 programmes with fleets valued at more
than US$150m taking place.

Of these 14, three airlines, two Virgin operations
and UK-based budget carrier easyJet, have fleets
valued in excess of US$1bn. The booming low-cost
sector is likely to result in significant exposure
increases for easyJet, and has seen Virgin Blue
overtake Virgin Atlantic in overall exposure terms.

As a result, their activity will have significant impact
on the market statistics. In 2006, the largest three
renewals represented two thirds of the fleet value
for the month, and there is little reason to expect
that their weight will have lessened in 2007.

That said, May is the second most active month in
the airline insurance market during the first half of
the year from a lead hull and liability premium
perspective. As a result, it again presents a variety
of different risk types and operation sizes, and
should confirm that, baring serious incident, the
current rate of premium reductions should continue
until the start of the renewal season in October.

June had a similar level of activity to May during
2006, and there is unlikely to be any change
according to our current information. In 2006, the
11 renewals that occurred represented around 5%
of the total annual number of renewals, although
the size of the programmes renewing meant that
the month generated less than 3% of the total
annual hull and liability premium.

The majority of renewals in May and June have
both excellent loss records and significant credit
balances with the airline insurance market, and they
are likely to maintain the downward pressure on
average hull and liability lead premiums.

Airline Renewals

easyJet 1 May
Transaero 1 May
Travel Servis 1 May
Tarom - Romanian Airlines 1 May
Atlasjet 11 May
Virgin Atlantic Airways 14 May
Virgin Blue 14 May

Airline Renewal Date
Virgin Nigeria Airways 14 May
Virgin America 14 May
Ryan International 15 May
Air Seychelles 15 May
airblue 18 May
Vueling Airlines 19 May

Airline Renewal Date
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This is the Aon Aviation Airline Insurance Market News, which is our attempt to keep our
clients and others informed of developments in the airline insurance market. We welcome
any comments or suggestions to add to or improve our product.

All figures detailed in this newsletter include all known information at time of production
on the lead London terms of airlines renewing with fleet values in excess of US$150
million. They do not take into account any coverage changes and are not weighted in any
way with regard to the size of the airline’s fleet or the volume of premium paid.

Our loss information covers Western built equipment only and we only include losses with
a total incurred loss of US$1million and above.

We must point out that due to the nature of this type of bulletin, Aon UK cannot be held
responsible for any loss or damages caused through the use of any 
information contained herein. While we try to comment on issues we know to be fact, 
we are fully aware that in gathering the information contained from various sources there
iis always the possibility of inaccuracy. We can therefore only claim that the 
information in this newsletter is correct to the best of our knowledge at the time 
of publication.

Aon UK is authorised and regulated by the Financial Service Authority for insurance
mediation services only.

If you have any comments regarding this newsletter, please contact:
Steve Doyle, Global Practice Manager, tel: +44 20 7621 3914, email: steven.doyle@aon.co.uk;  Magnus Allan, Industry Journalist, tel: +44 20 7086 1277, email: magnus.allan@aon.co.uk 
For information and analysis, please contact:
Kelly Fuller: +44 20 7668 9589, kelly.fuller@aon.co.uk; Paul Mitchell: +44 20 7216 3641, paul.mitchell@aon.co.uk
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