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Introduction
While many industries faced challenges in 2020, 
few were impacted by COVID-19 quite like the 
drinking places, restaurants, and retail sectors 
(referred to collectively as “hospitality” here 
on out) . Though all three industries had many 
struggles to overcome, such as mask mandates, 
PPE requirements, curfews, forced closures, and 
capacity requirements, the retail sector’s COVID-19 
experience was very different than the drinking 
places and restaurant’s experience . 

Drinking Places + Restaurants
Unfortunately, restaurants and drinking places have been hit harder than any other sector in 
the economy . Per the National Restaurant Association, more than 110,000 eating and drinking 
establishments in the United States were closed, temporarily or permanently, and 2 .5M jobs were 
erased from pre-pandemic levels . Additionally, restaurant industry sales fell to $629B in 2020 versus 
the National Restaurant Association’s $899B estimate from February 20201 . Although every restaurant 
segment has been impacted by the pandemic, the sales and employment losses have been felt 
disproportionately by full-service restaurants as, on average, they were unable to adapt to delivery 
and off-premise services as quickly as other segments. Conversely, the quick-service segment has 
weathered the storm and, on a few occasions, thrived in the pandemic . Paycheck Protection Program 
(PPP) loans have helped many struggling restaurants keep their doors open, but many also felt that 
these programs where not enough2 . 

However, restaurants and drinking places are beginning to show some signs of recovery . Many are 
optimistic at the rate of which vaccinations are being distributed and there is a general optimism that 
2021 will be a better year than 2020 . According to preliminary data from the Bureau of Labor Statistics, 
eating and drinking places added a net of 285,900 jobs in February on a seasonally-adjusted basis and 
gross sales have improved significantly since April 2020’s lows. Despite the healthy increases, gross 
sales are still ~17% below February 2020’s levels and staffing remains 2M jobs (or 16%) below pre-
coronavirus levels .
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Total Eating + Drinking Place Sales
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Retail
For many in the retail space, 2020 was a mixed bag of 
opportunities, challenges, and obstacles to overcome . Lockdowns 
and capacity restrictions at physical stores created a decline in 
foot traffic and in-person shopping that many have struggled to 
recover from . Many retailers that were already in a fragile state 
were pushed to bankruptcy and restructuring such as J . Crew 
Group, Neiman Marcus, and J .C . Penney, while others such as Pier 
1 Imports, Inc ., Stein Mart, Inc ., Sur La Table, Inc . were required 
by creditors to liquidate their stores . Even for those not pushed 
into bankruptcy, many were forced reassess their operations and 
close less profitable stores. Real estate consulting and business 
intelligence firm CoStar Advisory Services estimates that 11,000 
total retrial storefronts closed their doors for good in 2020 . 

While some retail segments struggled in 2020, others were able 
to thrive by better catering to consumers’ newly adopted stay-
at-home lifestyles . For example, companies like Peloton, Home 
Depot, Lowes, Etsy, Yeti, and most grocery stores were able to 
have record years in 2020 . One thing these companies had in 
common was the ability to successfully market and sell products 
via ecommerce, which grew 44 .0% year over year ($598B in 2019 
versus $861B in 2020) in sales compared to a 6 .4% year over 
year growth ($3 .7T in 2019 versus $4T) in total retail sales . Even 
grocery stores, which were thought to be the final frontier of 
the ecommerce space, had an increase in online shopping from 
3 .4% of total grocery sales in 2019 to 10 .2% in 2020 as consumers 
utilized curbside and delivery options . As vaccines continue to be 
distributed and there are hopes that “normalcy” are around the 
corner, it will be interesting to see if consumers return to their old 
habits or if 2020 will be viewed as the tipping point for a long-
lasting change in consumer habits . 

More than 11,000 
store closings have 
been announced this 
year as the pandemic 
has ravaged retailers’ 
business models .
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2020 Insurance 
Market in Review

Unfortunately, the hospitality sector also saw difficulties in the insurance marketplace as P&C 
premiums in all industries generally increased as the broader insurance market continued to harden 
in 2020 . This was particularly true for the property and umbrella insurance markets, which, on 
average, saw double-digit increases each quarter in 2020. The reasoning for the significant increases 
in these lines of coverage was due to the combination of factors:

+ Several years of underpriced policies

+ A record-setting year for named 
catastrophic storms in 2020

+ A significant increase in losses related to 
wildfires

+ The rising cost of claims due to social 
inflation

+ Significant property damage claims related 
to civil unrest

+ A low interest rate environment negatively 
impacting carrier’s investment returns

+ A reduction in overall market capacity as 
admitted carriers pulled back significantly 
in 2020

Moving forward, insurance carriers will be looking to recalibrate after yet another significant year of 
losses and the hard market is expected to continue into 2021 . Firms operating in all sectors of the 
real estate sector will need to work closely with their brokers in 2021 to minimize the impact on their 
insurance budgets .

Comm’l 
Auto

Workers’ 
Comp

Comm’l
Property

General
Liability

Umbrella Average

Fourth Quarter 2020 9 .1% 0 .4% 12 .9% 7 .3% 21 .3% 10 .2%

Third Quarter 2020 11 .0% 1 .5% 14 .2% 6 .7% 22 .9% 11 .3%

Second Quarter 2020 9 .6%  .7% 13 .3% 6 .8% 20 .0% 10 .1%

First Quarter 2019 9 .6% -1 .2% 12 .0% 5 .7% 17 .3% 8 .7%

Fourth Quarter 2019 10 .5% -1 .9% 9 .7% 5 .8% 13 .6% 7 .6%

High 28 .6% 24 .9% 45 .4% 26 .0% 51 .9% 35 .3%

Low -11 .6% -12 .3% -15 .0% -13 .6% -13 .5% -13 .2%

By-Line Fourth Quarter 2020 Rate Changes Ranged from 0.4% to +21.3%

Source: The Council of Insurance Agents & Brokers
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The market forces that lead to the further hardening of the insurance market in 2020 are still in effect in 
2021 . The U .S . remains in a low-interest rate environment, and just as record storm losses in 2020 rocked 
the insurance market: February’s Winter Storm Uri that struck Texas was the costliest winter storm in 
U.S. history- inflicting $18B in estimated insured losses. Against the backdrop of these losses, carriers 
are being more rigorous in their underwriting practices, closely scrutinizing business performance, 
occupancy rates, retentions, and pricing, and more policies are being issued with reduced limits and 
capacity .

The above is particularly true for admitted carriers, causing a shift towards placing more business in the 
E&S market. These carriers are often better equipped to implement pricing and policy language that is 
more in line with the current risks in the market . It is expected that larger property and umbrella/excess 
programs in the hospitality space will require more carriers to achieve desired limits in 2021 as carriers 
that once provided $15M to $20M layers will now offer reduced $5M to $10M layers.

+ Property – There was a significant infusion of capital into the property market in the past 6 
months as newly-formed Bermuda and London E&S carriers and recapitalized U.S. E&S carriers 
helped stabilize pricing and capacity . Despite the additional capital, rate increases are still 
expected, especially for companies with a poor loss history . While admitted carriers and carriers 
impacted by Uri look to rebalance their portfolios, the additional disciplined capital that is entering 
the space is looking to take advantage of firm market conditions and utilize E&S policies to achieve 
more advantageous pricing and policy language .

+ As of late, there has been a significant increase in construction costs due to shortages in labor, 
rising costs of raw materials, and delays due to global supply chain issues . As such, there have 
been many discrepancies between underwriters and insureds regarding the true replacement cost 
of property .

+ Admitted and E&S carriers are wary of insuring any properties exposed to catastrophic storms 
(such as coastal properties) and are simply declining submissions with catastrophic exposures, 
including wildfires. 

+ Many carriers are increasing All Other Peril deductibles, while adding or increasing convective 
storm deductibles in higher-risk locations like Texas, Oklahoma, and Colorado, even if an account 
has a favorable loss history .

+ Builder’s Risk – Like other markets, builder’s risk policies are seeing increases in pricing and 
retentions due not only owing to the significant losses from large fires but also as a result of an 
increased frequency of smaller claims . Large wood frame, modular construction, and renovation 
projects are proving to be among the more challenging projects owing to the higher frequency 
and severity of claims in these sectors . Additionally, because of delays in projects, many insureds 
are seeking extensions, which can be problematic for carriers .
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+ Casualty – Capacity in the casualty market 
continues to be very tight in the hospitality 
space, as the casualty market did not see the 
influx of capital experienced by the property 
market . Many companies in the hospitality 
space are finding it difficult to obtain more 
than $1 or $2M in General Liability limits and 
are finding that umbrella/excess carriers are 
only willing to expose $5M within the first 
$10M of excess limits . There is generally more 
carrier appetite above the $25M attachment 
point, but even excess of the $25M attachment 
point the market is seeing a greater need for 
quota share and layered participation .

+ In response to COVID-19, many General 
Liability carriers are adding communicable 
disease exclusions, thus removing coverage 
for the transmission of communicable 
diseases . This exclusion even applies when 
negligence is claimed in the form of testing for 
communicable diseases, failure to prevent the 
spread of disease or when employees infect or 
spread diseases to others .

+ Primary and Excess/Umbrella underwriters, 
in general, are very concerned about “nuclear 
verdicts” and if an insured’s loss history is 
indicative of a potential large loss . As such, 
casualty underwriters are requiring longer loss 
histories, more details related to losses and 
any subsequent changes made after a claim to 
prevent future loss .
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COVID-19 Related Claims + the Courtroom 
To date, insureds have not had much luck in court when challenging carriers’ denial of coverage 
for COVID-19 related claims. According to a COVID-19 litigation-tracking effort at the University of 
Pennsylvania Carey Law School, out of the more than 200 rulings in suits pitting businesses against 
insurers, more than 80% of the courts have ruled in favor of insurers . As a whole, more than 1,400 cases 
have been filed in the United States with the lion’s share (565 or 39%) coming from the “food services 
and drinking places” industry category .

As can be seen in the charts below, the majority of these allegations have sought coverage under 
Business Interruption (also called Business Income or shortened to “BI”) policies that have featured no 
virus exclusions . However, carriers have been able to successfully argue that no physical damage has 
been caused by the COVID-19 pandemic, which is the key requirement to triggering insurance coverage . 
BI coverage has a long history dating back to the early 1900’s when these policies were designed 
to protect manufacturers from broken boilers or other failing equipment that closed factories, and 
physical damage has always been a trigger for coverage . As such, the coverage has been challenged 
many times in court throughout history and there is strong legal precedent .

The latest, and possibly the most public, BI challenge came from Caesars Entertainment Inc., who filed a 
suit against their Lloyds of London syndicate consisting Allianz SE, Chubb Ltd, Markel Corp ., and Aspen 
Insurance Holdings Ltd in March 2021 . After coverage was denied, Caesars alleged that the losses from 
closures and capacity restrictions due to the pandemic constituted physical damage, but the courts 
have ruled in favor of the insurance syndicate . Per Michael Menapace, an insurance lawyer at Wiggin 
and Dana LLP who commented on the ruling in the Wall Street Journal, “Courts have ruled that the loss of 
an intended use of a property doesn’t constitute physical loss or damage the same way a fire obliterates 
a building .”3 IMA will continue to watch as more of these cases unfold, but it appears that the trend of 
insurance carriers having the upper hand in BI coverage suits for COVID-19 related losses will continue 
to hold .
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Per University of Pennsylvania Carey Law School https://cclt.law.upenn.edu/

University of Pennsylvania Carey Law School https://cclt.law.upenn.edu/
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For most lines of coverage, the soft market of the last decade was driven by available capacity but for 
Workers’ Compensation it was more likely the result of a downward trend in claims . As can be seen in 
the graph, Workers’ Compensation recordable incident rates have been declining significantly since 2008, 
which saw an uptick that was correlated to the last major recession the U .S . faced . Even for food services, 
drinking places, and retail, which have experienced a recordable incident rate relatively on par with the 
national average, there has generally been ample capacity and reasonable pricing . 

Generally, in times of recession, Workers’ Compensation claims tend to also increase, but 2020 was likely 
an exception since so many employees worked from home, were furloughed or laid off due to the global 
pandemic . Unlike the last recession which saw a decline in Workers’ Compensation recordable incidents 
the year following the end of the economic downturn, many believe that there will be an increase in 
reportable incidents in 2021 and 2022 as employees return to work and less experienced employees take 
on new positions . It is also likely that there could be an increase in slip and fall claims as more customers 
return to restaurants, drinking places, and retail locations . Business leaders in these industries should 
have a plan and be prepared for these upticks, especially considering the rise of nuclear verdicts, or else 
they could be in store for some surprises on their income statement .

Recordable Incident Analysis*
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Workers’ Compensation + the Post-COVID World

*Data source: U .S . Bureau of Labor Statistics  

  Data only available through 2019, regression analysis using last 13 years was used to calculate 2020 figures
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Employment Practices Liability
Due to forced closures, limited capacity requirements, and an overall decline in travel and 
leisure activities due to COVID-19, many restaurants, drinking places, and retail locations 
were forced to furlough employees, cut hours, or even layoff much of their staff, exposing 
themselves to employment practices claims . Employment Practices Liability insurance 
(EPLI) is available and can help defend companies from claims relating to wrongful 
termination, discrimination, privacy rights violations, and negligent training . Additionally, 
EPLI pricing is relatively affordable and economies of scale can be achieved by purchasing 
these policies in conjunction with Directors and Officers and Fiduciary Liability policies. 

Though vaccines are helping improve economies and are getting more and more people 
back to work, employers need to be cautious in order to avoid legal consequences from 
exposing employees to unsafe working conditions or bringing back certain employees and 
not others . Additionally, employers will need to comply with a broad range of employment 
laws and guidelines from regulators including the EEOC, CDC, OSHA, and the ADA . 
Employers would be wise to consult with legal counsel and IMA Risk Control professionals 
to ensure that return to work plans adhere to employment law and pandemic guidelines .
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 + Active Assailant 
Despite the pandemic, acts of public violence are becoming a more frequent occurrence 
and are often catastrophic . In March alone, active shooters were responsible for the 
deaths of 8 people at three spas in Atlanta, GA, and 10 deaths at a supermarket in 
Boulder, CO. Per the chart below, mass shootings saw a significant increase in 2020 and 
are at elevated levels in the first quarter of 2021 compared to the first quarter of prior 
years . The insurance market has responded to such events by creating an Active Assailant 
insurance product that covers various types of violent attacks, not just active shooters, as 
these events can be carried out in multiple ways . 
 
Though General Liability and Business Interruption coverage is available in the 
marketplace and can respond to these events, a standalone policy will be more robust 
and include both first-party and third-party coverages. These policies typically provide 
medical expenses, counseling costs and funeral costs for third parties and employees, all 
of which may not be covered under standard BI and General Liability policies . Additionally, 
these policies provide ancillary support services such as dedicated crisis management 
and proactive loss control to best plan for and respond to violent events . Organizations 
should speak to their IMA team about this product and how it can complement their risk 
management program .

Public Acts of Violence
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 + Terrorism: TRIA and Non-Certified Terrorism 
Ever since 9/11, it remains a serious concern that political 
violence and terrorism can occur at any time . Given today’s 
more volatile and politically charged climate, the potential for 
a violent actor(s) perpetration of an attack remains a genuine 
concern . 
 
Private Terrorism policies provide an alternative to the standard 
TRIA (Terrorism Risk Insurance Act) policy that is offered as an 
addition to property coverage . For TRIA to respond to a claim, 
the act or event must be certified and deemed a “terrorist event” 
by an organized “terrorist group” by the U .S . government . Only 
certified acts are eligible for coverage through TRIA, and, as 
such, insureds should consider purchasing Private Terrorism 
insurance since certification is not required. The private market 
remains very flexible with a full range of options, including the 
ability to include political violence cover, adding strikes, riots, 
and civil commotion (SRCC) to this coverage . 
 
Historically, many property and BI policies have been silent on 
SRCC, leaving coverage to be implied - neither explicitly included 
nor excluded . As a result of recent civil disturbances across 
the U .S ., many insurers are now more routinely attempting 
to exclude Strikes, Riots and Civil Commotion coverage . For 
example, in February 2021 the theWit Hotel in Chicago (an 
anchor of Chicago’s revitalized theater and Loop business 
districts) filed suit against their property carrier Zurich American 
Insurance Company for wrongful denial of insurance coverage .4 
In May 2020, the iconic hotel was the scene of violent civil 
unrest in response to the death of George Floyd, which resulted 
in substantial property damage and subsequent prolonged 
closure of the hotel along with their rooftop bar ROOF and 
their restaurant State & Lake. Zurich continues to assert that 
there is no coverage for these types of losses under theWit’s 
business interruption policy . It will be important to see what the 
ruling is in this suit as other carriers may look to follow the legal 
precedent set with this decision .
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Navigating 2021
Building Valuations 
As mentioned previously, construction costs are on the rise and as such, insureds should evaluate if their 
limits can adequately cover a total loss and rebuild in the current cost environment. To aid in confirming, 
values are being reported on a replacement cost basis, and indices detailing cost trends by geographic 
area and type of occupancy are available . This provides a cost trend factor to apply based on the current 
age of the value currently scheduled or the original value of that asset .

 + Higher Claims in Times of Recession – Statistics evidence a significant increase in claims (and 
fraudulent claims) during times of recession. In particular, there is a significant uptick in slip and fall 
claims against property owners . Insureds in the hospitality space should especially be aware of this 
trend and have a plan to address these incidents .

 + Business Interruption Assumptions – Even though there is a lot of optimism around vaccines 
helping improve the economy and allowing employees to return to offices, companies should be 
realistic with their revenue projections when making assumptions for the purposes of business 
interruption calculations . 
 
Unlike General Liability, Workers’ Compensation, and Auto policies, BI is not audited; meaning 
there is no reconciliation at the end of the year or credits granted for overestimating revenues . As 
such, insureds should be conservative on their revenue estimates since there are many factors and 
regulations impacting when vaccines will reach critical mass and when workers will start spending 
more time at the office. Additionally, many companies are looking to adopt a flexible in-office 
schedule or may even allow employees to permanently work from home thus resulting in less office 
space demand. Conversely, underreporting too much can result in being significantly underinsured 
if/when occupancy and rent rates return; coverage is based on a percentage of monthly estimates 
and trailing twelve-month actuals . All of these factors should be contemplated so that insureds are 
not overpaying for their BI insurance but still carrying adequate coverage .
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 + Vacancy Exclusions – Many property polices 
include provisions which remove or restrict 
coverage when a building is deemed vacant . 
Typically, vacancy restrictions are triggered by 
a percentage of occupancy for a consecutive 
number of days (often 60 to 90) but they can 
also be triggered if the building has been 
repurposed from its originally intended use . 
The day trigger can sometimes be negotiated 
with underwriters prior to renewal, but they 
are less likely to negotiate percentage of 
occupancy or changes in intended use . For 
buildings with exceptionally low occupancy, 
underwriters may require evidence of 
building safeguards (i .e . cameras, alarms, 
etc .) before issuing coverage . Many carriers 
may opt to use these exclusions given rising 
concerns surrounding the numerous hazards 
associated with vacant buildings, including 
bursting water pipes, fires, vandalism, and 
damage caused by vagrants . However, 
insureds can improve their position in the market by highlighting their security programs and 
protection measures in place during their submission process .

 + Higher Switching Costs – If forced to switch from an admitted carrier to the E&S market, insureds 
must remember that these policies come with stamping fees and surplus lines taxes . Additionally, 
these policies are generally more expensive (before the additional taxes and fees) as they are 
designed to cover more risky lines of businesses/occupancies or provide coverage for non-
traditional types of exposures .
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Keys to Success in 2021
 + Begin the Renewal Process Early – The General Liability, Excess/Umbrella, and 

Property markets have become constrained and more difficult to navigate in the 
hard market . Furthermore, many blue-chip admitted carriers in the hospitality 
space are offering less capacity and more carriers are being required to achieve 
desired limits . Due to general price increases across all lines of coverage and all 
industry sectors, underwriters are being inundated with submissions as brokers 
and insureds look to minimize the additional costs . As such, turnaround times for 
quotes are increasing . In order to achieve the best results, insureds should begin 
their renewal processes earlier than usual as to allow for brokers to successfully 
canvas the market, work diligently with underwriters in detail, and negotiate the 
best terms .

 + Look to Partner with Carriers When Possible – Strong relationships with key 
trading partners are always important, but even more so in difficult times. This 
business philosophy also applies to insureds’ relationships with carriers . Where 
possible, insureds should look to meet (even virtually) with their current and 
prospective carriers . This interaction not only builds rapport and allows the 
insured to put a face (or voice) to a submission by telling their company’s story, 
it also allows for insureds to control the narrative of their risk versus letting 
underwriters decide . This is particularly true if there have been losses and 
insureds are then able to explain what happened and use the opportunity to 
discuss lessons learned and what new practices have been implemented . This is 
certainly preferable to an underwriter simply reading a loss run .

 + Reevaluate the Cost to Get Buildings Rebuilt – As mentioned previously, 
construction costs are on the rise due to multiple factors . This is not expected 
to decline as the construction industry is forecasted to see an overall increase in 
demand in 2021 and 2022 . Insureds should look to reevaluate the cost to repair 
their buildings at the current market prices in order to obtain adequate limits .

 + Be Familiar with Vacancy Language – Insureds should work with the IMA team 
to fully understand what triggers vacancy exclusions in order to avoid uninsured 
losses . Though there is general optimism around vaccines and improved 
economic conditions helping improve vacancy rates, insureds should remain 
vigilant by understanding this exposure .
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 + Repurposed Buildings – If a building 
has been repurposed, let your broker 
know immediately so that coverage can 
be maintained and to avoid potential 
uncovered claims . Nobody likes unexpected 
issues when managing a claim, but 
communication before there is ever a claim 
can help limit surprises .

 + Highlight Safeguards – When working through submissions documents, highlight protective 
safeguard features in buildings and share specific details on security systems, insurance 
requirements of tenants, water sensors, sprinkler systems, building enhancements, and 
anything else demonstrating diligent care of the property . It will be important to prove to 
carriers that insureds are investing in their properties and doing their best to protect from total 
losses, vandalism, vagrant damage, theft, etc .

 + Highlight Maintenance Program – Share details on maintenance programs, winterization 
precautions, and details regarding improvements and betterments . This is especially important 
if the property is older, in an area exposed to natural catastrophes, or if occupancy has 
dropped . After Winter Storm Uri, many property carriers are interested in the integrity of 
pipes and what insureds are doing to protect their property in cases of extreme weather . 
Carriers may also want to ensure that properties are still receiving planned maintenance when 
occupancy drops, despite negative impacts to cash flow, as leaks and other problems may take 
more time to notice and thus cause more damage .

 + Familiarity with State & Local Laws – Insureds should work to be familiar with the state laws 
applicable to their insurance program, risk management strategy, and operations . There can 
be significant differences in litigation outcomes state by state and even county by county, 
depending on the jurisdiction . 

1https://www.prnewswire.com/news-releases/national-restaurant-association-releases-2020-state-of-the-restaurant-industry-
report-301012097.html
2https://www.cnbc.com/2020/12/21/restaurant-owners-additional-stimulus-covid-19-relief-isnt-enough.html
3https://www.wsj.com/articles/caesars-sues-insurance-carriers-saying-they-declined-to-cover-2-billion-plus-of-losses-11616443725
4https://www.prnewswire.com/news-releases/owner-of-thewit-hotel-in-chicago-sues-zurich-american-insurance-for-lost-income-resulting-
from-may-30-2020-events-of-civil-unrest-301220155.html
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This material is for general information only and should not be considered as a substitute for legal, 
medical, tax and/or actuarial advice. Contact the appropriate professional counsel for such matters. These 
materials are not exhaustive and are subject to possible changes in applicable laws, rules, and regulations 
and their interpretations.
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More Than Just Insurance
IMA is a diversified financial services company specializing in risk management , insurance, employee 
benefits and wealth management. It is the sixth-largest privately-held and employee-owned insurance 
broker in the country and employs more than 1,200 associates .
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