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A global player:
…according to the Merriam-Webster dictionary
A
a grade rating a student’s work as superior in quality
Global
of, relating to, or involving the entire world
Player
one actively involved especially in a competitive ﬁeld or process

…according to CEFOR
A
a superior marine insurance market
Global
of, relating to, focusing on a world-wide market
Player
one with local knowledge but having global reach
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The CEFOR marine
insurance market
A
A core CEFOR value is maintaining client focus. Seeking to partner
with an ever increasing global base, CEFOR members continue to develop
new solutions that work seamlessly with their unique marine insurance
business.

Client-supporting

Specialized, Solutions

Global business

Global
CEFOR members recognized many years ago that ship owners needed
insurance products and services built around their unique needs, provided by
professionals with deep expertise in marine insurance and local markets. CEFOR
members work closely with both global and local ship owning clients to deﬁne
and understand their unique, enterprise-wide risk proﬁle.

Innovative, Partner

Player
Local knowledge

Strong, Secure

CEFOR members are serving clients with innovative marine insurance
solutions, virtually anywhere in the world. Focused on quality underwriting, risk management and client-supporting marine insurance covers, CEFOR has expanded its brand as a leading world player within
the marine insurance industry.

Local Knowledge
Specialization is an ever-present reality, bringing with it many challenges that
are both seen and unforeseen. But opportunity is a close partner of risk, and
businesses also need a partner who can help them understand issues on a
global scale and create opportunity and advantage from the uncertainties while
delivering services with localized expertise.

Global
Partnering with ship owners and shipyards in countries throughout the
world, CEFOR members have the capabilities to address a variety of client issues,
ranging from the broad-based needs of global ship operators to the speciﬁc
service needs of smaller players within a local country.

Reach
CEFOR members saw that a global reach demanded two capabilities: build and
deliver solid marine insurance products and services locally, and then, and only
then, deliver these solutions globally to a selected group of clients.

TO R L E I V A A S L ESTAD
Chairman, CEFOR
Director, Norwegian Hull Club.
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THE CHAIRMAN , S ADDRESS

Substantial unbalance
in the market

The marine insurance market is moving forward
at a steady pace. Many marine underwriters
recorded improved results for 2003, thanks
mainly to structural adjustments they implemented to manage changes in the market.
The marine insurance market has often been
accused of “crying wolf”, a perception that often
creates an atmosphere of misunderstanding
among shipowners regarding the underlying
problems within the market. However, in our
view, the state of the market is not yet healthy
enough to leave the sick bed. There is still a substantial unbalance in the market, particularly on
the direct side.
Reinsurers, after many years of declining margins and smaller returns, have improved their
control over pricing mechanisms. This has lead
to an increased reinsurance premium as well as
retentions for the direct market, which is even
more clearly underlining the unbalance in the
market.
At the 2003 IUMI conference in Seville, the
market situation remained the dominant issue.
Representatives for large reinsurers warned the
direct market that marine insurers had to correct their risk pricing, while marine underwriters
agreed that it was vital to manage their business
carefully, as their share of the total reinsurance
premium is relatively small. If major reinsurers
decide to stop providing marine re-insurance,
it would hardly affect the income side of their
proﬁt and loss account.
Neither IUMI nor CEFOR have a policing role in
the marine market and they are not and should
not inﬂuence pricing mechanisms. Any development in such direction would clearly be a breach
of anti-trust legislation and is completely unacceptable. However, both organisations, which
represent the global and national markets, should
be in a position to send out warning signals
when continued unbalances in certain markets
threaten the existence of the whole market.
Today, shipowners are enjoying healthy markets. Indeed, some market segments have never
seen better freight rates, and many companies
expect good results. However, this positive trend
is not in itself a reason for marine underwriters
to call for increased premiums.

The company’s pricing mechanism must
make the company sustainable, regardless
of claims development.
Marine insurers have to improve their qualiﬁcations and structure
capital. Each individual marine insurance company must develop
structures to charge the premium which is necessary for creating
a proﬁt for the company’s risk portfolio. The company’s pricing
mechanism must make the company sustainable, regardless of
claims development. Today, too many companies are showing
proﬁt simply because they were fortunate enough to avoid substantial claims. Such a business model is not sustainable.
Each marine insurer is unique and each must determine the necessary rates for their individual portfolio, but no company can survive consecutive years of losses. All markets, including the marine
insurance market should be allowed to earn proﬁts and build up
reserves in order to be able to continue to accept risk transfer from
shipowners.
The main topic of this year’s annual report is local knowledge
– a global vision.
The Norwegian marine insurance market has a global market
share of around 10% and is one of the largest in the world. Unlike
other national markets, the Norwegian and Scandinavian marine
insurers are part of a substantial shipping cluster. This closeknit industry is both the basis for, and the “raison d’etre” for, the
strength of our market. However, the Norwegian and Scandinavian
shipping industry is too small for the expanding market. All CEFOR
members had to develop their business internationally in order to
achieve a proper risk allocation.
With a solid base in the shipping industry, the market has been
able to develop insurance conditions and an approach to solving problems directly with shipowning clients. Even at the time
when Norwegian marine insurers were serving the home market
exclusively, Norwegian and Scandinavian companies were able to
understand the need of the international shipowner. In the “good
old days” many sea captains were welcome in a far away port,
where small companies emerged to serve the industry in Norway
or other Scandinavian countries. For many marine insurers, this
tradition created a network which has been a vital tool in building
an international portfolio.
Our integrated maritime industry, consisting of shipowners,
classiﬁcation societies, underwriters and banks and a seafaring
population has created a strong community uniquely positioned
to serve the demands of the international maritime industry.
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TO R E F O R S M O
Managing Director
CEFOR
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MANAGING DIRECTOR , S REPORT�

Local knowledge

This CEFOR Annual Report 2003 will focus
on local knowledge and global reach. CEFOR
deﬁnes local knowledge both as an expression
of in-depth maritime competence and risk comprehension as well as a profound understanding
of local markets and local business cultures.
Only by building on a platform of competence
and our vital maritime tradition and knowledge can we continue to establish trust and
long-term business relationships throughout
the world. This platform is based on the strong
tradition of our regional maritime cluster and
network interaction in Norway and Scandinavia.
Without a strong and vital maritime cluster, our
marine insurance market would suffer dramatically and most likely be forced to relocate.
The marine insurance industry in 2003 showed
only marginal improvement over the year 2002.
We still under-price our products, and creating a
market equilibrium continues to be our number
one challenge. This challenge will remain a signiﬁcant factor in 2004.
A number of events on our domestic scene
contributed in shaping the market in 2003:

• NEFO Fender expanded its activities, securing
a private placement of shares in the company
and reappeared in October 2003 as Norway
Energy & Marine Insurance (NEMI ASA). NEMI
joined CEFOR at the end of 2003.
• In November, Gard P&I announced plans to
acquire If’s marine and energy portfolio and
to establish a new, limited company together
with If. The new Gard Marine & Energy Ltd. is
capitalized at USD 220 million and will continue to be managed by Gard.
• In December, Vesta (and its Danish owner Tryg)
announced the reorganisation of the company’s
Scandinavian marine activities. The new entity,
Tryg Vesta Marine, will cover coastal and ﬁshing vessels in addition to ocean-going ships
and will be co-ordinated from Copenhagen.
The relative importance of the maritime sector
in Norway in terms of value creation has been
estimated at 6%, second only to the oil and gas
industry. The maritime industry is also the most
international and fragmented of all industries.

A global reach
In-depth business knowledge, both domestically
and internationally, allows CEFOR members to offer universal
solutions and services based on a best-practice approach.

As a result, there’s no geographical afﬁnity to Norway if operational
conditions and business frameworks become too much of a competitive strain.
Marine insurance in Norway and Scandinavia has a history
stretching back more than 175 years. The business developed
from, and together with, local ship-owning communities and the
region’s strong maritime cluster. This vital Scandinavian heritage,
combined with the industry’s closely integrated maritime community and culture, continue to be the foundation for our enduring success. However, if the maritime cluster erodes, so will the
regional strength of the marine insurance industry. Our intimate
knowledge of marine operations and maritime risks are our core
competitive advantages.
Local knowledge and global reach are closely knit together. Indepth business knowledge, both domestically and internationally,
allows CEFOR members to offer universal solutions and services
based on a best-practice approach. Through local cultural understanding of global shipping communities, our members have the
capacity to provide individually tailored solutions to meet the
demands of local clients. Although organisational practices may
differ between servicing clients from local representations to communication and contacts directly from head ofﬁce, the degree of
dedication and commitment remains the same.
For both Hull & Machinery and Protection & Indemnity insurance,
close to 80% of the business underwritten by the CEFOR market
are with non-domestic clients. Norwegian and Scandinavian
marine insurers are participating in underwriting around 15-20%
of the world’s ocean-going ﬂeet and on an annual basis aggregate
premium volume of around USD 1 billion. Some of the world’s
largest marine insurance companies are based in Scandinavia, and
while size matters, it is our local knowledge and global reach that
makes our market unique.
If the global maritime industry is to continue to become more
efﬁcient and safer, it is essential that an emphasis on quality prevails on all levels and in all links of the maritime transport chain.
This applies for service providers as well as for hardware manufacturers. Quality operators rely on other providers of quality services
or quality goods. A chain is only as strong as its weakest link.
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THE NORWEGIAN MARINE INSURANCE MARKET 2003

High international proﬁle

Drive toward stability
The international competition in the hull and machinery
insurance market is still strong and the rating development
may be described as less than expected.

Gross premium income for direct marine insurance in the Norwegian market in 2003 totalled
USD 905.8 million (NOK 6 398.4 million), compared
with USD 774.8 million (NOK 6 176.7 million) in
2002. Premiums for marine hull, energy and P&I
insurance are paid in US dollars, which weakened against the Norwegian krone during 2003.
Norway Energy & Marine Insurance ASA
(NEMI) joined CEFOR at the end of 2003. NEMI
is a leading, niche-oriented insurance company
focusing on hydro utilities, marine, ﬁsh farming
and aviation. NEMI has licences in all classes of
general insurance with the exception of credit
and guarantee.
The Ministry of Trade and Industry has
announced its intention to present a shipping
white paper to the Norwegian parliament,
Stortinget, in the spring of 2004. A number of
ideas have been submitted by key shipping
organizations and a resource group has been
established. This group held its ﬁrst meeting on
11 June 2003 and it is expected that the white
paper will focus on securing a stable and long
term internationally competitive framework for
the Norwegian maritime industry. CEFOR was
very active in this work through its representation in the resource group.
A government committee was appointed by
a Royal Decree of 24 October 2003 to propose
a new act on seaworthiness. Although the
current Seaworthiness Act of 9 June 1903 has
been amended on a number of occasions
(often following Norway’s ratiﬁcation of international conventions concerning safety at sea),
the Act is regarded as too detailed and out
of date as a supervisory act. The committee’s
main objective is to propose an act on seaworthiness based on modern supervisory
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principles. The committee chairman is professor dr. juris Hans
Jacob Bull at the Scandinavian Institute of Maritime Law of the
University of Oslo. Lawyer Marit Helleberg of Gjensidige NOR
Forsikring was appointed by the government as the CEFOR
representative.
The International Union of Marine Insurance (IUMI) held its
annual conference from 14-18 September, 2003 in Seville, Spain.
The conference theme was “Our voyage to quality, safety and
proﬁtability”, with particular emphasis on the ﬁnancial dire state
of the marine insurance industry. Warnings were issued from
several speakers and John Baxter, CFO of Swiss Re, took the lead
by stating that his company will certainly manage the cycle and
withdraw capital if it cannot reach their targets for any segment
of the business. Chairman of IUMI’s Ocean Hull Committee,
Simon Beale of Amlin, warned that urgent action is required
to avoid a total market collapse. In addition to global premium
ﬁgures, a presentation of reported and estimated gross loss ratio
(cargo and ocean hull) based on a selection of major markets
were presented for the ﬁrst time by CEFOR’s Tore Forsmo.
Ocean Hull
Premium income in the Norwegian market for 2003 amounted to USD
299.4 million (NOK 2 119.5 million), compared with USD 263.2 million (NOK 2 099.3 million) in 2003 (excluding war risks). Norwegian
marine insurers continue to maintain a high international proﬁle
with close to 80% of premium income being derived from nonNorwegian shipowners.
The international competition in the hull and machinery insurance market is still strong and the rating development may be
described as less than expected.
Although rates should go up after the disastrous 2002, the quest
for new clients continues to press rates. On the other hand, existing
clients face rate increases.
The CEFOR hull and machinery insurers managed to cope well in
the difﬁcult market of 2003 through stringent quality underwriting.
2003 was a good year for most ship owners resulting in increased
demand for quality ships. In the wake of incidents such as “Erika”
and “Prestige”, the political pressure is now on the shipping

industry to increasingly scrap single hull tankers.
No charterer wants to be associated with substandard operators. Quality ships and ship owners
continue to be CEFOR members’ prime targeted
clients.
The year 2003 did not see the same number
of casualties as 2002, at least not as costly. In
February, three aframax tankers stranded on the
same day during adverse weather conditions
whilst waiting for cargo on the Algerian coast.
A seasoned and well renowned cruise vessel
suffered a fatal boiler explosion in Miami in
April and during the last month of the year ﬁre
destroyed a brand new chemical carrier. All in all,
the year was acceptable for most underwriters
as the total claims situation was stable, meeting
the expectations of a normal year.

P&I
The Norwegian P&I clubs, Skuld and Gard, had on the 20
February 2004 combined owners’ entries totalling almost 100
million gross tonnes of ships. The two clubs also cover a large
portion of the world’s rig and offshore units (excluding US business). In addition to the owners’ ﬂeet, the clubs have a substantial portfolio of charterers’ business and ancillary covers, which
for the year 2003 represented a total premium of USD 82 mill.
The aggregate premium volume for all covered classes for the
insurance year 2003 is expected to exceed USD 378 mill.
For the second year in a row, ‘own account’ mutual and ﬁxed
premiums rose substantially, reﬂecting the increase levied at last
renewal. The reinsurance premium for the International Group’s
Excess of Loss Reinsurance had a slight decrease at the 2004
renewal.
As last year, clubs applied general increases at the 20 February
2004 renewal to cover underwriting deﬁcits.
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Energy
As of 2003 Gard Energy (and its predecessors)
has been in business for 30 years. Its core activity,
the offshore energy insurance, developed parallel
to the oil and gas activities in the North Sea and
other world regions, has become a considerable
global portfolio. This solid background provides
one of the most stable track records in this business. Currently, Gard has the only energy portfolio in the Scandinavian market, with the exception of ad hoc participation from other marine
insurers on Scandinavian rig accounts.
The 2003 underwriting year displays a drive
towards stability. The trend reﬂects long term
agreement accounts and increased premiums
to match current market levels. Other accounts,
which for various reasons incurred an overreaction of post 9/11 increases, have been adjusted
downwards to appropriate market levels. On a
portfolio basis, however, the overall trend still
shows premium increases.
Last year’s hardening market attracted new
capacity with no previous claims tail to ﬁnance.
Though capacity shrank in 2002, new players
have arrived and existing markets have, in some
cases, increased their capacity in 2003. During
the spring of 2003, this resulted in a few inconsistent renewals, considered by the market to be
an exception to the norm.
Several factors have contributed to a relatively
stable market. Firstly, losses encountered by
direct insurers and the reinsurance market
during recent years sparked the withdrawal of
several players. As ﬁnancial ratings came under
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increasing pressure, the remaining players saw no need to offer
reinsurance capacity that supported a downward market trend.
Secondly, there has been a signiﬁcant development in long tail
claims, including US asbestos exposures and events such as 9/11.
Undoubtedly, this will have a long term effect on the market’s
access to available capital.
Last, but not least, global ﬁnancial and insurance providers are
changing their attitudes toward primary carriers and reinsurers.
Senior managers and shareholders are focusing on the fundamentals,
the elimination of cash ﬂow underwriting, a higher reserve capacity, transparent accounting procedures, conservative investment
portfolios, and improved management information systems, etc.
Coastal and Fishing Vessels
Gross premium income amounted to USD 81.4 million (NOK 576.4 m)
in 2003, compared with USD 74.2 million (NOK 591.2 m) in 2002.
Premiums for coastal and ﬁshing vessels are mostly paid in
Norwegian Kroner.
Coastal and ﬁshing vessel insurance basically applies to vessels
trading along the Norwegian coast and in “limited North Sea trade”,
such as freighters, passenger vessels, ferries, supply vessels operating in the Norwegian sector of the North Sea and barges, as well
as ﬁshing vessels of all kinds and sizes, including industrial trawlers
operating worldwide.
Results for 2003 varied for CEFOR members. Some achieved good
results, while earnings for other members were disappointing. The
Coastal Marine Clubs also saw varied results. Overall, the market
is still recovering from 2002, a year marked by several large total
losses and particular average claims. The competition is still strong,
especially in the ﬁshing boat segment. There was only one large
total loss in 2003 and the market managed to increase rates in
important segments. However, premiums have not reached the
levels underwriters would like to see, leaving margins insufﬁcient
to cope with large losses.

Last, but not least, global ﬁnancial and insurance
providers are changing their attitudes toward primary
carriers and reinsurers.
Cargo
The premium income for the Norwegian cargo
insurance market (excluding war risks), totalled
USD 57.9 million (NOK 410.2 m) in 2003, compared to USD 55.2 million (NOK 440 m) in 2002.
Premiums for cargo insurance are mostly paid in
Norwegian kroner.
Vigorous competition in most market segments continued throughout 2003, both among
CEFOR members and in international markets.
Brokers play an increasingly active role in cargo
insurance. The market let some business go as
a result of the separate decisions of the three
largest Norwegian cargo insurers reached in
December 2002, to exclude the risks of theft and
robbery from the cover of salted and dried ﬁsh
shipped by vehicle when crossing the border
into Italy. Norwegian ﬁsh consignments have
been a target of organised crime in Italy for the
last 14 years, and theft and robberies continued
throughout 2003, on accounts which were still
active.
There were only a few major losses in 2003
and the CEFOR members noted satisfactory
results. However, only one member managed to
increase its premium income compared to 2002.
Other CEFOR members experienced a slight
decrease in premium income compared to 2002.

The Norwegian Marine Insurance Market 2003
MARKET SHARES, ALL SECTORS
Gross premium income, direct insurance 2003: 905.8 USDm

USD 1= NOK 7,08

NOKm

USDm

%

Hull
P&I
Energy
Cargo

2 888.3
2 676.2
421.3
412.6

408.0
378.0
59.5
60.3

45.0
41.7
6.6
6.7

Total

6 398.4

905.8

100

792.3
666.2
220.2
4.4
243.5
125.1
63.0
4.8

111.9
94.1
31.1
0.6
34.4
17.7
8.9
0.7

37.4
31.4
10.4
0.2
11.5
5.9
3.0
0.2

2 119.5
192.4

299.4
27.2

100

COASTAL AND FISHING
Coastal Marine Clubs*
If
Gjensidige NOR
Vesta
Norwegian Hull Club

225.0
114.4
131.0
48.0
58.0

31.8
16.2
18.5
6.8
8.2

39.0
19.9
22.7
8.3
10.1

Total

576.4

81.4

100

P&I
Gard
Skuld

1770.0
906.2

250.0
128.0

66.1
33.9

Total

2 676.2

378.0

100

OCEAN HULL
Gard
Norwegian Hull Club
Gerling
Gjensidige NOR
Bluewater
NEMI
Codan
Industriforsikring
Total
War Risks

ENERGY
Gard

421.3

59.5

Total

421.3

59.5

CARGO
All Insurers
War Risks

410.2
2.4

57.9
2.4

Total

412.6

60.3

* Coastal Marine Clubs’ Mutual Company and the coastal marine clubs
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Through the interaction of specialized players in the
Scandinavian maritime cluster, CEFOR develops the resources
needed to compete in the global marine insurance market and
achieve sustained, measurable performance.

10

A GLOBAL PLAYER

CEFOR:

The CEFOR market is an integral part of the
Norwegian and Scandinavian shipping industry,
a globally-recognized region of maritime knowledge. Core shipping competence and the participation of all players within this unique maritime environment form a specialized maritime
cluster. Spearheading a rich exchange of information and ideas, this cluster generates new
concepts, innovative solutions and collaborations
to improve the shipping industry as whole.
“The CEFOR market’s role in
the maritime cluster goes back
to the shipowners’ foundation
of the mutual hull clubs in the
early 1800s followed by the
marine insurance community’s
establishment of Det Norske
Veritas in 1864. The internationally acclaimed
Norwegian Marine Insurance Plan is probably
the best example of the value of the maritime
cluster. The plan represents the committed
efforts of competing CEFOR members, the
Institute of Maritime Law and the Norwegian
Shipowners’ Association and today is globally
recognized for its optimal insurance conditions and innovative solutions. Undoubtedly,
this, among other achievements, has proved
beneﬁcial to the shipping industry as a whole.”
TERJE ADOLFSEN Assistant Director,
Manager Insurance & Claims, BERGESEN d.y.

“It could be phrased as simple
as the maritime cluster forms
the basis for our existence.
BLUEWATER could not have been
established without investors
ﬁnding Norway strategically
positioned for marine insurance
business opportunities. Here they found a centre of professionalism and innovation. In order
to maintain the market’s conﬁdence we have to
keep up with, and preferably be ahead of, our
competitors, both commercially and in expertise. The Norwegian marine insurers form part of
the symbiotic relationship based on specialized
skills and competence found within the variety
of service providers in our industry that give us a
comparative advantage to our competitors.”
GUNNAR B. GR AN Senior V. P Claims,

Leveraging core
competencies for
performance
“By combining the efforts of the Scandinavian
countries, we have maintained a viable maritime
law research group in Oslo, with close links to
practical life and real issues. The Institute has been
essential in developing the maritime codes of the
Scandinavian countries (which are very similar),
in education of maritime lawyers, in maritime
arbitration, in coordinating and developing Scandinavian views on
maritime law in fora such as IMO and EU (in particular on liability
issues), and in developing contracts like the Norwegian Marine
Insurance Plan.”
ERIK RØSAEG Professor, dr. juris. Director of the Scandinavian Institute
of Maritime Law, UNIVERSITY OF OSLO

“The maritime cluster is of utmost importance for
marine insurance. The Norwegian Hull Club is working in close contact with the shipowners, managers,
shipowners’ organisations, maritime lawyers, brokers and various other shipping organisations. The
challenge we face is to develop and create products that suit and fulﬁl the needs of the buyer – at
any time. As a member of CEFOR we join forces with other marine
insurers and can coordinate our efforts and cooperate regarding
insurance conditions, proﬁling, statistics, and information.”
ANNIK A KÄT TSTRÖM Marine Underwriter, NORWEGIAN HULL CLUB

“The Norwegian maritime cluster is vital for keeping and building the Norwegian shipping industry.
The maritime land-based activities are dependent
on well-educated quality ofﬁcers in the merchant
ﬂeet. This cluster has been very important, especially for the ship building and equipment industries, marine insurance and banks, DNV, and claims
specialists, etc. A good dialogue between all these parts of the
cluster has been the “glue” that has kept the industry on top of the
list. The crew and ofﬁcers on board have played a great part in the
development of maritime equipment giving feedback for improvements directly to the makers.”
Captain STEIN-ERIK FLØ WALLENIUS WILHELMSEN LINES

BLUEWATER INSURANCE
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OCEAN HULL

All’s well that ends well?
The year 2003 developed into a gold rush for most ship owners. A major
difference, however, from the historical gold rushes, is that there seems to be
enough gold for everybody without too much digging.
Obviously, some ship owners will claim that
they saw it coming and positioned themselves
for a booming market through investments in
new tonnage prior to the upturn. Low interest
rates, combined with a political endeavour to
get the economies moving, have resulted in a
strong demand for transport services, especially
for seaborne transport capacity. China is rapidly
developing its infrastructure and is “westernising” fast, which calls for import of raw materials.
A high demand for shipping capacity in all cargo
segments, coupled with new safety and security legislation for both vessel and cargo, have
caused port congestion. This, in turn, has caused
delays in discharging and loading of vessels and
an even stronger demand for tonnage. In the
wake of incidents such as “Erika” and “Prestige,”
there is increasing political pressure on the shipping industry to scrap single hull tankers and no
charterer wants to be associated with sub-standard operators. All these factors have created a
shortage of tonnage, producing the best freight
market and second-hand ship market for ages.
A direct and short term consequence of the
shipping market “all time high” is that insurable
values are increasing accordingly and thus insurance premiums are boosted in the short run. At
the same time, higher insurance values imply
the risk for higher claims.
But with so much brightness in the shipping
industry, why are there still such difﬁculties in
bringing premiums back to a sustainable and
much needed equilibrium between paid market
premium and paid market insured losses?
The Hull and Machinery rating development
for 2003 may be described as less than expected,
highly unpredictable and possibly both strong
and weak at the same time.
In some insurance markets and by some
underwriters, loyal clients may actually be
punished. Top line volume growth with unsustainable risk pricing combined with across the
board increases on renewed, bottom line business, projects the message: Loyalty doesn’t pay.
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Many marine underwriters have traditionally based their riskpricing on maximum ﬁve year burning cost models and individual
ﬂeet performance statistics. Premiums have thus only adequately
covered attritional losses and not the very large claims and total
losses.
Such an approach will certainly produce random results and create “winners” and “losers” among these underwriters. This is based
on the simple fact that in such pricing models, large claims and
total losses hit randomly, and do not necessarily appear as systematic and with predictable risk proﬁles. There’s a clear tendency,
however, toward a more scientiﬁc and technical marine underwriting. Better risk proﬁling and an actuarial model-based approach
will eventually prevail. The marine insurers of CEFOR have established traditions and competence within this ﬁeld and will remain
at the forefront of future development.
Globally over the last couple of years, marine insurers have established a reputation for whining and complaining. However, most
have ‘secretly’ remained optimistic in the sense that they continue
to believe in their own ability to outperform their peers in the
industry and move on with their underwriting life. A consequence
of this behaviour is that their customers have become tired of
listening to doom prophecies when some underwriters are actually delivering ﬁnancially sound results.
In spite of only a limited number of marine underwriters active
in the global market place, the total underwriting capacity has
risen, i.e. each individual underwriter has a signiﬁcant underwriting capacity to ﬁll, either measured by premium or by monetary
exposure per risk.
Combined with the above-mentioned unparalleled belief in one’s
own ability to select one risk from the other and price it accurately,
the result is that fewer underwriters are sharing a growing exposure. When a particular object has an insured loss, only a handful of
underwriters have to share the claims settling, resulting in a larger
proportionate contribution from each.
Although one must accept that the business environment will
produce winners and losers, the result for marine insurers is that
the ‘unfortunate’ must demand higher premium while the ‘fortunate’ may continue to write business at what they consider to be
an acceptable level to sustain proﬁtability.
Previously, underwriters wrote smaller lines with less exposure
of their individual capital and more insurers were participating on
each risk, resulting in most losses becoming market rather than
individual losses. Consequently, marine insurers also shared the
need for higher premium to cover the losses they all suffered.

One might argue for a move towards less exposure on each underwriter’s hand in order to
create a stronger sense of unity and common
thinking on required premium levels.
The year 2003 did not see the same number
of casualties as 2002, at least not as costly. In
February, three Aframax tankers stranded on the
same day during adverse weather whilst waiting for cargo on the Algerian coast. A seasoned
and well renowned cruise vessel suffered a fatal
boiler explosion in Miami in April and during
the last month of the year ﬁre destroyed a brand
new chemical carrier. All in all the year did not
stand out as a bad year for most underwriters as
the total claims situation for the market was not
worse than expected for a normal year.
One sector of the portfolio that did suffer
was Builders’ Risk. Severe weather conditions
in Korea and freak accidents at yards in Europe
created high claim payments for the segment,
which impacted the premiums development
signiﬁcantly. This makes the unbalance of the
Hull and Machinery segment more evident
when comparing the rating quality with the
Builders’ Risk line. As mentioned, the major
losses in the latter segment have contributed
to substantial premium increases. The paradox,
however, is why a ship on shore, in a yard,
obtains a premium about three times greater
than the same ship when seaborne. Although a
ship under construction and a ship in operation
have different risk exposures and are subject to
different perils, the signiﬁcant variation in rates
is still a sign of an unhealthy Hull and Machinery
(H&M) market.
Early in 2004 the special purpose converted
bulk carrier “Rocknes” capsized outside Bergen
in Norway. This cost 18 seafarers their lives and
also resulted in major oil spill clean up, wreck
removal and substantial H&M claims costs. The
incident was not only costly, but brought to
issue some alarming questions as to technical
and operational standards and their application.
Underwriters are reminded once again to focus
their attention on these issues.
Norwegian P&I and H&M insurers were
involved in most of the incidents mentioned.
Underwriters’ local representation assisted by
head ofﬁce claims handling personnel delivered
highly professional and timely on site services
to their clients, regardless of the locations of the
casualties.
The largest cruise vessel ever, “Queen Mary II”,
commenced sailing in 2003. The vessel has
the highest insured value of any regular vessel
currently trading. The insurances are placed
globally, involving the majority of active marine
underwriters. A damage to the vessel will affect
all markets because of the total exposure, the
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spread of risk and the premium. The vessel’s premium is nowhere
near sufﬁcient to cover a possible major accident. This is just cause
for underwriters to encounter many a restless night and perhaps a
wake-up call that will someday knock them off their feet.
Accumulation of risk will also be a challenge to the marine insurance industry during the Athens 2004 Summer Olympics. So far,
some 11 cruise vessels have been chartered as accommodation
facilities and will be moored at piers in Piraeus. War risk underwriters are concerned that they will constitute an ideal target area for
terrorists and an exclusion of cover has been discussed.
Marine underwriters will face other challenges in 2004. The
York-Antwerp rules on General Average are under revision and a
proposal will be presented for approval at the CMI conference in
Vancouver, Canada.
The revision follows a demand from cargo owners and their
insurers to reduce the cost sharing on the part of cargo interests
when a vessel is in distress. The complex situation on e. g. a container vessel carrying goods for a large number of cargo owners
has triggered the need for new rules. To Hull and Machinery underwriters, an amendment of the rules will no doubt result in higher
claims payments, previously carried in part by the cargo interests.
Because these amounts are not part of the insurance statistics
developed by Hull and Machinery underwriters, it will be hard to
determine the premium adjustments required to compensate for a
possible change of rules.
With the syndication of risks, any marine insurance market will
consist of leaders and followers. The leaders act on behalf of all
underwriters on a risk, in the settling of claims and direct assistance to the shipowner. The product and services offered by the
leader are consequently more than providing ﬁnancial security
and being solvent when a claim occurs. Investments in product
development, risk competence and superior claims handling,
create a cost base that in turn requires sustainable and adequate
pricing of this insurance product. A market not willing or capable
to pay for these products and services but still taking them for
granted, runs the risk of cannibalism.
CEFOR members represent a variety of specialist and competent
underwriters in the capacity of both leaders as well as followers.
We are deeply committed to servicing shipowners’ needs, nationally
as well as internationally, and have a long term commitment and
history in marine insurance. Our approach to marine insurance
may not be the fastest deal in town and it may not be the cheapest
deal around. But it is a long-term, client-friendly, professional, timely
and sustainable approach. The global marine insurance industry
may be in a dire state at the moment, but we believe that H&M our
way is the right way in this market’s constant effort to continue
servicing shipowners also in the future. All’s well that ends well.
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SCANDINAVIAN P&I CLUBS

The Scandinavian
service concept
The CEFOR market focuses on people, a powerful
workforce possessing a unique mix of marine insurance
and claims handling expertise.

The Scandinavian P&I clubs – The Swedish
Club, Gard and Skuld – were established by
Scandinavian shipowners as an alternative to
the English market. Local shipowners were seeking a home-platform to share risk mutually with
their shipowning neighbours, whom they trusted. The lack of local knowledge and local service
by the UK-based clubs spurred the Scandinavian
clubs to provide marine liability insurance for
shipowners in this Nordic belt. Today, more than
a century later, the three clubs provide the same
local service to Scandinavian shipowners and
a vast international membership. The clubs are
now recognised as global providers of protection and indemnity risks, covering more than
20% of the global market serviced by some
19 ofﬁces worldwide.
Service mentality
As mutual companies, the clubs are directly controlled by members and, in comparison to commercial companies, cater largely to members. In
the world of mutuality, club interests are identical to those of its members. Therefore a club
must provide members with the best possible
claims handling, legal advice and emergency
response available. During the course of the
last 100 years, the P&I clubs have developed the
so-called Scandinavian service approach. What
then makes the Scandinavian way of providing
service different?
We believe that it has a lot to do with the
nature of Scandinavians; direct, open and headon-approach to business. Scandinavians avoid
small talk and quickly solve pressing tasks,
whether assisting members in large emergencies
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or conveying the bad news that a case is not pursuable. Providing
sympathetic and realistic service to the members is the Nordic
approach.
As in most service organisations, people make things happen.
This market focuses on people, a powerful workforce possessing a
unique mix of marine insurance and claims handling expertise, as
well as a broad range of management skills and practical hands-on
experience.
A high percentage of the three clubs’ claims handling staff are
former seafarers. When a problem occurs on board, they have
the ability to solve it based on ﬁrst-hand operational experience.
The combined staff skills help members manage risk and limit
potential claim exposure. The success of the Scandinavian clubs
and their leadership status within the marine insurance sector
is closely tied to a professional workforce and development of
human capital.
Claims handling
Over the years, the Scandinavian clubs have earned the reputation
of taking a ﬂexible approach to claims handling and related issues.
So what is the essence of this ﬂexibility? Knowing that swift and
efﬁcient handling of an incident or problem is crucial for today’s
shipowner, the clubs take immediate action to assist each member,
regardless of the scope of cover agreed upon or deductible and
rules.
It is important to note that this is not an automated response, but
rather a philosophy often reviewed on a case-to-case basis.
Knowledge sharing
Since the 1990s, Scandinavian clubs have covered a number of high
proﬁle maritime disasters, representing major human and environmental casualties. Despite the personal and environmental tragedies
surrounding these accidents, we have learned from them and can
use this experience for the future beneﬁt of members and others.
Yearly, clubs process thousands of incidents and claims situations,
providing a tremendous wealth of information, a knowledge

bank that members can access and extract
vital information to improve daily ship
operations.
The launch of upcoming extranet solutions
will give members direct and rapid access to
this bank.
Daily, knowledge is shared between club
representatives and members. Knowledge is
also distributed through newsletters, circulars,
videos, seminars and educational programmes
such as Skuld School, Gard Academy and the
Swedish Club Academy.
Local knowledge: Global reach
Scandinavian clubs prefer tight business
relationships with their members, seeking to
support them with local knowledge and swift
and effective service. The three clubs employ
people representing 30 nationalities and have
19 ofﬁces located around the world from
Bergen via New York and Piraeus to Hong Kong
and Tokyo. LocaI knowledge and presence is an
essential factor when providing superior service to our members around the world. Further,
we are proud to say that our globally-spread,

non-Scandinavian staff, employ their own local knowledge and
our business service philosophy when conducting business on our
behalf.
The 2003 market
As of 20 February 2004, the Norwegian P&I clubs Skuld and Gard
had combined owners’ entries totalling almost 100 million gross
tonnes of ships. The two clubs also cover a large portion of the
worlds’ rig and offshore units (excluding US business). In addition
to the owners’ ﬂeet, the clubs have a substantial portfolio of charterers’ business and ancillary covers, representing a total premium
of USD 82 million in 2003. The aggregate premium volume for all
covered classes in the insurance year 2003 is expected to exceed
USD 378 million.
For the second year in a row, the mutual and ﬁxed premiums
for own account rose substantially, reﬂecting the increase levied
at last renewal. The reinsurance premium for the International
Group’s Excess of Loss Reinsurance had a slight decrease at the
2004 renewal.
Once again, the continued underwriting deﬁcit made it necessary for the clubs to apply general increases at the 20 February
2004 renewal.
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CEFOR members live in a global world. Their
business is global, their partners are global and
their insurance coverage is global.
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A GLOBAL PLAYER

The CEFOR market:

The CEFOR market and the companies it represents are intent on sustaining and building
speciﬁc strengths to remain a viable alternative
in the global marine insurance market.
Norwegian Insurance Guarantee Scheme
A key competitive factor and ﬁnancial backbone
of the CEFOR market is the Norwegian Insurance
Guarantee Scheme.
Under the Norwegian Insurance Guarantee
Scheme, Norwegian insurance companies and
clubs cannot go bankrupt. In fact, they are not
allowed to declare bankruptcy, thus forsaking
ﬁnancial obligations to clients. If a Norwegian
insurer is faced with insolvency or is unable to
meet its commitments as they fall due, its board
must notify The Financial Supervisory Authority
of Norway whereupon the insurer is put under
public administration.
Claims resulting from an insurance contract
linked to direct insurance, including interest, shall be paid before other claims, except
preferential claims. To support the payment of
insurance claims, there is a standing Insurance
Guarantee Scheme pursuant to the Insurance
Activity Act of 1988. By virtue of this act, all
Norwegian insurers with a license for direct
non–life insurance, except credit insurance,
are required to be members of the guarantee
scheme of non–life insurance companies.
The members are obliged to contribute to the
guarantee scheme in proportion to their direct
premium income in Norway based on the last
three ﬁnancial years. Over a period of three years
a member may not be charged contributions
higher than 1.5% of its direct premium income
in Norway.
Under the scheme, no direct assured has ever
suffered as a consequence of insolvency by a
Norwegian insurance company.
Monoline structure
Many CEFOR member companies have a monoline business structure, that is, companies support just one distinctive business area: marine
insurance. This has both advantages and disadvantages. The “all-eggs-in-one-basket” argument
is well known and also a fairly obvious objection.
On the positive side, a monoline operator enjoys
the beneﬁt of focusing only on one speciﬁc
business area, streamlining and coordinating all
resources towards the same business objectives

Local strengths give
global advantage
In most sectors of business, leading companies
and markets are often recognized for innovation,
competency and determination.

and thus avoiding conﬂicting organizational interests. Contrary
to what has been commonly believed, most lines of non-life
insurance seem to have simultaneous cycles. Thus, the concept
of risk distribution between various lines may be somewhat over
exaggerated and possibly even a ﬁnancial liability for a risk carrier.
Equity capital supporting only one business area may also be more
efﬁcient from a capital management point of view.
The monoline structure of many CEFOR members distinguishes
this market and provides a focused business approach.
The Norwegian Insurance Plan
To offer shipowners clarity, the Norwegian Marine Insurance Plan
comes with a 548 page comprehensive commentary fully explaining general and more speciﬁc clauses. The commentary gives
concrete information about each rule, enabling the user to fully
comprehend the insurance coverage. Market observers state that
this Plan, in comparison to other competing conditions, comprises
a complete and updated set of rules which cover most insurance
requirements as demanded by international shipowners. The Plan
adequately covers some of the most complex marine insurance
niches to be found in shipping.
Global reach
The development of the CEFOR market stems from the materialization and enhancement of certain potential: development of
product-related services based on experience and competence, a
ﬁner segmentation of the market and a global, long term commitment and presence.
CEFOR members live in a global world. Their business is global,
their partners are global and their insurance coverage is global.
Each year CEFOR members reinforce their presence in existing
markets, seeking to broaden their activity. Each customer and each
geographical area has something speciﬁc that merits attention.
Without international exposure, CEFOR members would not be
able to continuously develop and strengthen the scope and content of their services and thus miss out on the important dimension and learning opportunities of the global market place.

17

NORWEGIAN MARINE INSURANCE STATISTICS (NOMIS)

Time Flies:

Various aspects of
the failure of current
market pricing.
There is no branch of English life in which
ancient custom and usage die so hard as they
do in anything connected with the service at
sea… Of all such archaic survivals, there is
none perhaps quite so remarkable as – and
certainly none more picturesque than – that
part of a modern Marine Insurance Policy in
which are deﬁned the special contingencies
likely to befall “the Body, Tackle, Apparel,
Ordnance, Munitions, Artillery, Boat and other
Furniture, of and in the good Ship or vessel”
– well, shall we say Queen Mary?
Even though written in 1936 1, the above
conveys the same derogatory core as current
market comments. We all know it; the marine
insurance industry is old, we follow ancient
market custom, we lose money and we all love
to talk about it. Addressing the shortcomings
of market practices is, and should be, an important task for CEFOR in general and the CEFOR
Statistics Forum in particular. Data and information represent the core of fact-based reasoning.
No other market monitors claims and premium
development at the level of detail undertaken
by CEFOR, through the NoMIS database. In addition to updates of annually provided tables and
graphs, we have added some new graphs and
comments, designed to provide somewhat provocative food for thought!
Market Pricing – time to watch the watch?
Figures from all marine insurance markets tell
the same tale. Premium rates behave cyclically.
Furthermore, most markets conﬁrm that the
cyclical variation in premium rates exceeds the
annual ﬂuctuations in market claims rates. Some
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variation is warranted by changes in ﬁnancial returns, changes in 1) Taken from the
Introductory of C.F
reinsurance costs and the level of competition in the direct market. Smith’s: “Adventures
and Perils – Being
It should also be acknowledged that the intrinsic uncertainty in
extracts from the 100
these external factors makes it very difﬁcult to calculate the coryears old mariner’s
rect premium today, given this uncertainty of tomorrow. The some- chronicle and other
sources descriptive
what simpliﬁed rule of thumb of a hard market is that a given level of shipwrecks &
of gross proﬁtability should be the basis of operations. Within this adventures at sea”,
London, Michael
framework, we can quickly conclude that the precision of market
Joseph Ltd, 1936.
pricing bears an astonishing resemblance to that of a broken watch.
As a broken watch shows the correct time twice a day, the market
achieves the right price twice in every cycle.
The difﬁcult transition – from portfolio to ﬂeet
Portfolio analyses give a good indication as to the general state
of a market. Turning this knowledge into action, however, calls
for insight not provided by aggregate market considerations. As
always, the devil is in the details – or to be more precise: in the
differentiation. The importance of differentiation is acknowledged
by any marine underwriter. The basis for accurate differentiation
should also be better than ever, given the homogenisation of the
world ﬂeet (through international regulation), increased transparency and general accessibility of data and information. Even so,
market practice is to some extent characterized by an old and
somewhat irrational practice.
Fleet Statistics – the concept of rear mirror navigation
From a statistical point of view, the market focus on ﬂeet statistics
is hard to accept. This practice has its advantages in prevention
of moral hazard, in building client - underwriter loyalty and as a
pedagogical tool in the underwriter’s process of selling a quote.
In addition to the somewhat complex statistical aspects, outlined
below, we can quickly conclude that focus on ﬂeet statistics
exacerbate the cyclical volatility in premiums. In a hard market,
ﬂeet statistics based on 3-5 years of historic premium and claims,
implicitly suggest that the underwriters should not only strive for a
premium sufﬁcient to secure future proﬁtability; but also demand
pay-back for the malpractice of prior years. Likewise, in a soft mar-

ket the applications of historic premium statistics,
leads to an acceptance that the premium should
not only target a level of more acceptable
underwriting proﬁt; but also inﬂict underwriting
losses to “make amends” for prior proﬁts. The
resulting periodic over- and undershooting of
the long-term sustainable premium, is only the
ﬁrst indication that focus on ﬂeet statistics has
dangerous portfolio and market implications.
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Claims – Tales of the Unexpected
The signiﬁcance of large and medium size
claims has been underlined in CEFOR reports
and by other market commentators throughout
the years. Even so, the following probably represents a novelty in terms of illustrating the consequences of disregarding larger claims when setting the premium. Sorry to say, the technicalities
in the next paragraphs might be tedious to the
average reader. Please bear with us, the conclusions at the end are quite rewarding!
Let’s assume that an underwriter applies a
ﬂeet’s claims statistics only, when setting the
price. The quoted price is then always equal to
the past three year’s claims average for the ﬂeet.
Hopefully, no underwriter follows this principle,
but for the sake of the argument this serves as
a simple model for illustration. The following
calculations highlight interesting portfolio consequences of this premium principle.
The NoMIS database contains approximately
6 000 vessels in each underwriting year. This
represents an exposure of 6 000 vessel-years
each year. A vessel-year can be deﬁned as the
exposure represented by 12 months of cover
for a vessel. This cover can for instance be comprised of a 12 months cover with one vessel or a
one-month cover with a ﬂeet of 12 similar vessels. Following this argument with the CEFORportfolio we can argue that one day of exposure
in this portfolio equals 6 000 / 365 ≈ 16 vesselyears, which “equals” one year of exposure on a
ﬂeet of 16 vessels! This would admittedly be a
rather inhomogeneous ﬂeet, including vessels
with values (and claims) from close to nothing
to claims in excess of USD 40 million. The size
of the ﬂeet (16 vessels) is however close to the
average in the CEFOR portfolio. The beauty of
the argument is that we have constructed a
“ﬂeet” that generates one underwriting year of
experience every day. From a statistical point
of view, a 3-day average in the CEFOR portfolio

equals a 3-year average in a ﬂeet of 16 vessels. Analysing the dayto-day behaviour of the CEFOR ﬂeet therefore gives interesting
insight in the behaviour of ﬂeet statistics in the long term. Whereas
a real ﬂeet statistic can at best be extended to 5 to 10 years without losing relevance to the current ﬂeet, the CEFOR portfolio can
easily provide 365 “years” of experience in just 12 months! As a ﬁrst
illustration, the ﬁgure “CEFOR Claims pr Day 1996-2002” shows the
behaviour of the daily claims in the CEFOR portfolio from 1996
to 2002. The cut-off date has been set to 31/12/2002 to avoid
signiﬁcant IBNR effects. For readers who have followed the market
closely, this graph probably serves as a tough reminder of more or
less bespoken events in recent marine insurance history.
In addition to putting recent history in perspective, graphs like
the one pictured below provide interesting insight in statistical
attributes of marine insurance claims.
The ﬁgure “100 Days with CEFOR or 100 Years with a Fleet?” tells
a story of large volatility in daily claims as well as in the 3-day average. Furthermore, the graphs show that the long-term average is
offset by a few very large claims. Most of the time, the 3-day average is therefore far from sufﬁcient to cover the long-term average.
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The table “Calculations for the Period 1/1/2000
– 31/12/2001” elaborates on these observations.
The table shows statistics for the fairly calm
period 1/1/2000 – 31/12/2001. Calculations for
more volatile periods give more extreme results.
Calculations for the Period 1/1/2000-31/12/2001
in 1 000 USD

Average, 3-Day Claims Average

882

Median, 3-Day Claims Average

540

Probability of less Claims than long term Average

68%

Percentiles, 3-Day Claims Average

10%
20%
50%
80%
90%

111
195
540
1 357
2 081

The table shows statistics for 3-day averages in
the CEFOR portfolio. As outlined above, this can
serve as a proxy for a 3-year average in a ﬂeet
of 16 vessels. With this interpretation we can
conclude as follows:

2) The long-term annual
claim cost is also known
as the burning cost.

• The long-term annual claim cost 2 for the “ﬂeet”
is USD 882‘.
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• There is a 68% probability that a 3-year aver-

• There is a 10% probability that the 3-year claims, and thus the

age is less than the long-term claim cost.
According to our assumptions the premium
equals the 3-year claims average. We can
therefore conclude that this premium is insufﬁcient to cover the long-term claim cost with a
probability of 68%. In a portfolio following this
premium principle, 68% of the ﬂeets would be
underpriced.
• There is a 50% probability that the 3-year
claims average of a ﬂeet is less than USD 540’.
With a premium of USD 540’ and a long-term
claim cost of USD 882’, the expected loss ratio
the next year is 163%. In the portfolio perspective more than half of the ﬂeets are thus
expected to get a loss ratio of more than 163%
in the long term. From a practical point of view
you could also argue that the better half of the
ﬂeets in a portfolio would need a loading of
more than 63% (i.e. have a 3-year loss ratio of
less than 1/1,63 = 61% based on current premium) to secure break-even pricing.

premium, is less than USD 111’. This gives an expected loss ratio
of more than 792% for 10% of the ﬂeets.
• There is a 10% probability that the 3-year claims, and thus the
premium, are greater than USD 2 million. It is highly unlikely
that the owner would accept a premium of (much) more than
USD 2 million on a ﬂeet with a long-term claim cost of USD 882’.
The above ﬁgures rely on somewhat simplistic assumptions and
are only provided as an illustration of the pitfalls of a strong focus
on ﬂeet statistics. Admittedly larger and more homogeneous ﬂeets
give less extreme effects. However, neither larger ﬂeets, extensions
to 5-year statistics, loading practices or other simple adjustments
escapes the dangers of over-reliance on ﬂeet statistics. The crux of
the problem lies in the last bullet point. The outlined pricing principle would be ﬁne (at least for the underwriter) if it could have been
applied throughout all ﬂeets. Ridiculous underpricing of “good
ﬂeets” would then have been compensated with horrendous overpricing of “bad ﬂeets”. In practice, however, the level of overpricing
needed on the “bad ﬂeets” is unachievable, and the overall result is
guaranteed underwriting losses in the long run.
In conclusion, the above suggests the following paradox: Contrary
to common market opinion that tend to explain away underwriting losses by few, high-proﬁle events, the real threat to long term
proﬁtability might lie in the vast majority of “good ﬂeets” that not
paying a premium over the cycle to cover claims in the long run…

Norwegian Marine
Insurance Statistics (NoMIS)
Since 1985, leading members of CEFOR have
compiled and analysed statistical information relevant to their Hull & Machinery
insurance portfolio. By the end of 2003,
the Norwegian Marine Insurance Statistics
(NoMIS) database had registered approximately 65 400 vessel years and 23 200 claims.
These ﬁgures encompass the underwriting
years 1985 through 2003. When comparing the current report with prior editions, it
should be noted that data from Norwegian
Hull Club has been included in 2003. This
applies to underwriting years 1995-2003.
In the following tables and graphs all claim and
premium information is based on 100% values.
The actual performance of the portfolios of the
NoMIS members can therefore deviate substantially from the impression given in this report,
depending on the written share on the various
ﬂeets.
The CEFOR members underwrite a wide range
of tonnage. In 2003, tank and bulk carriers
accounted for approximately 65% of the total
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Other (5.6%)

Medium risk (18.5%)

Black
(19.0%)
Grey (6.8%)
White (68.6%)

High risk
(0.5%)

(f )dwt and 36% of the total number of vessels. This is more or less
in line with the world ﬂeet average for vessels excess of 300 GRT.
Compared to this average, the NoMIS database includes a relatively higher proportion of container vessels and chemical tankers.
It also covers a variety of specialized tonnage. In 2003, we saw a
decrease in number of vessels from 5 300 to 4 500. For most vessel types the number of vessels was reduced. The largest relative
reduction is registered among supply/offshore and other specialized vessels. This is also reﬂected in a signiﬁcant increase in average tonnage, values and premium pr. vessel. Part of the reduction
in number of vessels is caused by the closing down of Gjensidige
NOR’s Ocean Hull operation in early 2002. The rest of the reduction
is caused by changes in the portfolios of the remaining data providers, i.e. Gard and Norwegian Hull Club.
Quality Indicators: Age, Class and Flag?
What are the characteristics of quality shipping? Few questions
spark more committed debate than this one. We will not elaborate
on this topic in the current report, but simply state a few facts
about status and development of certain statistics often applied as
portfolio quality indicators. It should also be noted that it’s generally hard to ﬁnd correlations between “vessel quality” and underwriting proﬁtability in a sound insurance portfolio. Sound underwriting
will secure that only the best vessels with exotic ﬂags and classes
will be written, whereas vessels from reputable ﬂags and classes
will be accepted with less scrutiny. The resulting portfolio of “exotic
vessels” might thus be of higher “quality” than the average vessel in
the portfolio.
The average age of registered vessels in 2003 was 12 years. This
marks a reduction of one year compared to 2002 and two years
compared to 2001. The average age for prior years showed stability
around 14 years. Apart from OBO Carriers (and LNG/LPG carriers) the average age of all vessel types was reduced in 2003 (and
2002). Regarding classiﬁcation societies, DNV, Lloyd‘s and ABS have
classed the major share of the NoMIS ﬂeet. The share is up from
60% in 2001 to 64% in 2002, to 66% in 2003. Concerning ﬂag state,
there is no universally accepted classiﬁcation in terms of quality.
Based on analysis of European detention statistics, the Paris MOU
issues annually updated blacklists of poor performers. This blacklist has growing importance regarding vessel inspection and banning practices in European waters. Based on the classiﬁcations in
this list, the NoMIS portfolio has 19% of its vessels with blacklisted
ﬂags, down from 21% in 2002. The majority of these vessels are
registered with Cyprus, Malta and Panama Flags (denoted “black
ﬂags of medium risk” in the Paris MOU classiﬁcation). Flags posing
high and very high risk constitute 0.5% of the portfolio, down from
1.2% in 2002.
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The Fleet Insured with NoMIS Members – Key Figures
Underwriting Year 1

1995

1996

1997

1998

1999

2000

2001

2002

2003

Average
1998-2002

Number of fleets
Number of vessels
(F)DWT (millions)

929
5 375
267.7

1 043
5 877
283.7

1 072
7 295
320.6

1 031
7 394
321.6

861
6 796
326.1

690
6 074
311.7

763
6 500
340.2

550
5 341
305.9

474
4 501
287.1

779
6 421
321.1

119 877
2.28
0.558

91 628
1.83
0.455

62 607
1.38
0.326

51 900
1.15
0.232

44 547
0.89
0.203

43 926
0.85
0.181

48 453
0.87
0.182

56 426
0.93
0.191

75 171 2
1.16 2
0.227 2

Claims
Number of claims
Claims frequency
Loss ratio (%)
Claim per vessel year
Claim cost per dwt
Claim cost per sum insured (%)

1 419
0.30
55
65 581
1.25
0.305

1 530
0.29
71
65 169
1.30
0.324

2 002
0.31
97
60 914
1.34
0.317

2 083
0.32
138
71 455
1.58
0.320

1 721
0.28
144
64 335
1.28
0.293

1 460
0.26
134
58 991
1.15
0.243

1 451
0.25
118
57 388
1.03
0.216

1 028
0.22
131
73 673
1.22
0.250

1 549
0.27
133
65 169
1.25
0.264

Total losses 3
Number of total losses
Total losses frequency (%)
Total losses per sum insured (%)

11
0.23
0.086

11
0.21
0.048

13
0.20
0.088

19
0.29
0.055

8
0.13
0.037

18
0.32
0.070

15
0.26
0.055

10
0.21
0.118

14
0.24
0.067

51 872
13.1
18.8
212 320

49 604
13.4
18.0
193 990

46 940
13.9
17.3
156 352

47 052
14.1
19.8
127 926

51 577
14.0
19.5
128 278

54 466
13.8
22.5
141 800

55 572
13.6
23.4
154 965

60,099
12.9
26.2
162 932

Premiums
Net Premium per vessel year
Net Premium per dwt
Net Premium per sum insured (%)

Average vessel
Size (F)DWT
Age (years)
Value USDm
Standard Deductible USD 4

1)
2)

3)
4)

53 753
13.7
22.3
143 180

The figures in the table are 100% figures, per vessel underwritten by CEFOR companies. They do reflect the CEFOR portfolio as a whole, but NOT the
shares or results of the CEFOR members. The companies submit the figures electronically, thereby ensuring up-to-date data at all times.
Expected loss ratios based on the 2003 premium level can be calculated as follows:
Vessel year based: Average claim per vessel year / 2003 premium per vessel = 65 169/75 171 = 87%
Dwt based: Average claim per dwt / 2003 premium per dwt = 1.25/1.16 = 108%
Sum insured based: Average claim per SI / 2003 premium per SI = 0.264% /0.227% = 116%
Total losses are defined as claims in excess of 75% of the sum insured of the vessel.
There are signs of increasing deductibles over the last two years. The increase is partly due to changes in types of tonnage.

Premium rates
The 2003 underwriting year showed a 21%
increase in premium rates. Rather than elaborating on last year’s increase, we will add some
comments as to the level of current premium
rates. The graph shows that the level of the
premium rates has increased to the level of 1996
or 1997. In terms of proﬁt, the 1997 underwriting year shows a break-even result, whereas
1996 and prior years show healthy proﬁts. To
give more reliable indications regarding the sufﬁciency of the current premium, it is interesting
to compare the current premium rates with the
long-term claim rates. The table “Key Figures”
includes annual and long term claim costs pr.
vessel, pr. sum insured and pr. dwt. In general the
appropriateness of the various ratios depends
on the type of vessels comprising the portfolio
and the development of this composition.
Neither the values nor conclusion regarding
stability can be directly transferred to other
portfolios. Comparing the various long-term
claim ratios with current premium ratios gives
an impression of current proﬁtability in a normal
claim year. Such calculations give an expected
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65 735
12.0
30.6
160 976
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loss ratio based on the current premium of 87%, 116% and 108%
depending on which indices are applied. The large changes in the
portfolio composition, pose challenges in the interpretation of
these results. Reduction in average age, and increase in average
values would normally suggest a reduction in the claims pr. value.
The negative trend in this ratio supports this assertion. This implies
that the estimate based on sum insured (116%) overestimates the
loss ratio. Even though the increase in sum insured is not expected
to affect the average claim to the same extent, some increase
should be expected. This is not reﬂected in the calculations based
on vessel years (87%), and this approach is thus likely to underes-

Rate increases of for instance 10%, 20% or 30%
would thus imply expected loss ratios of 95%,
87% or 80%.

Negative results for the sixth year in a row
In the wake of the events of the fourth quarter 2002, the underwriting year 2003 started with a certain level of anxiety. After a
January with no major events, February was quick to deliver. On
the ﬁrst of February, an Algerian storm grounded three tankers,
two of which were insured by NoMIS members. The rest of the claim
year has brought few other large events, and turns out somewhat
better than expected. This development also improves the loss ratios
on UWY 2002, which is partly earned in 2003. Based on reported
claims and IBNR calculations as of 31/12/2003, a loss ratio of 100% is
expected on UWY 2003. The much bespoken capsize of “MS Rocknes”
incurred in January 2004. The claim hits the 2003 UWY and is likely
to contribute with up to 20% of the loss ratio for that year. The
31/12/2003 based loss ratio estimate includes expectations of (large)
claims in 2004. Given the magnitude of this claim, some deterioration from the estimated 100% should however be expected.
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timate the loss ratio. In the spirit of simplicity,
the average of the three estimates seems like a
natural choice. This results in an expected loss
ratio of 104% at the current premium level. As
with all statistical expectations, deviations will
occur when it comes to the actual incurred loss
ratio for individual years.
Based on the same considerations, the expected
loss ratio for 2004 can then be calculated as:
104% / (100% + Rate increase in 2004)
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The marine market has been producing losses since 1998. As concluded above,
the UWY 2003 is also likely to end in the red. This marks a six years history of
consecutive underwriting losses.
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Calculation of Estimated Results
for 2000 to 2004:
Loss ratios for 2000 to 2003 are
based on actual premium and claim
figures, while developments from
2003 to 2004 show as-if development given various assumptions
regarding the development of
premium rates. Claims figures for
2000 to 2003 are based on actual
claims incurred per 31/12/2003 plus
a calculated IBNR-reserve for claims
not yet known or not fully reserved
per 31/12/2003.
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The real threat to long term proﬁtability might lie in the
vast majority of “good ﬂeets” not paying a premium over
the cycle to cover claims in the long run…

24

�����������

��������������������������������
�������������������������

����������
���������������������������������������
���
��� ���

��
����������������

����

����

��

����

��

��

����

��

��

����

��

����

��
����

���������
��������
������������������
���������

����
����

��������������������
����������

���

���������������������
����������������

���������

���������

��������������������

��������

����������

������������������

���������������������

������������
�������������������������������

�������������������������������������
�����������������
���

����������������

����

���

���

����

����

���
����

���

���

����

���������

�����

��������

����
����

������������������
�����

�����

���������
��������������������

����

����������
�����

���������������������
�����

Update of distribution of claims by type of casualty
In terms of frequency, the 2002 underwriting year shows
only minor changes in the distribution of claims between
types. Machinery related claims are still the single most
frequent claim type with 39% of the overall number.
Navigational related claims (groundings, collisions and
strikings) account for another 40% of the number of
claims. In terms of claim cost, the split between types is
more volatile. In general, fire, explosions and groundings
represent few but costly claims. Machinery related claims,
on the other hand, include many minor claims. In 2002
fire and explosions contribute with 29% of the claim cost,
up from a 4-year average of 20%. The deviation can be
explained by a limited number of severe incidents.

NoMIS and the CEFOR Statistics Forum
Norwegian Marine Insurance Statistics (NoMIS) as shown in this
report comprise data from Gard (including former Storebrand
and Vesta), Norwegian Hull Club, Gjensidige NOR and Zurich.
In recent years, NoMIS membership underwent some changes
reﬂecting recent developments in the Norwegian marine insurance market. Zurich Insurance Co. and Gjensidige NOR Forsikring
stopped underwriting Ocean Hull business in late 2001 and
early 2002, respectively. However, both companies continue to
report their run-off data into the database. Norwegian Hull Club
joined NoMIS in 2003, and has reported data retrospectively for
the Underwriting Years 1995-2003. Bluewater Insurance ASA has
joined the Statistics forum and will start reporting data in 2004.
Codan and NEMI are expected to join NoMIS in 2004. In 2003 the
NoMIS portfolio ﬁgures shown in this report comprise about 70%
of all Ocean Hull Business underwritten from Norway.
CEFOR Statistics Forum 2003
CHRISTIAN IRGENS, Norwegian Hull Club, Chairman Statistics Forum
PET TER SK ALSTAD , Gard.
ERIK LUND , Bluewater Insurance ASA
ASTRID SELTMANN, CEFOR Analyst
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A GLOBAL PLAYER

CEFOR:

A Full-service Concept Market
CEFOR members’ full-service concept is rapidly becoming a
benchmark for marine insurance and service requirements by
a growing number of quality shipping clients.
High on each shipowner’s agenda is to make
certain that business is done with ﬁnancially
stable insurance companies with a long-term
commitment to the industry. In fact, today’s current marine insurance climate dictates that only
insurance providers fully capable of handling
speciﬁc risk proﬁles and providing operational
longevity should be approached.
A holistic approach
The CEFOR market’s full-service concept represents a holistic approach to serving clients’
needs, where risk understanding and mitigation,
rather than sheer risk distribution, are essential
elements.
In a service concept, the role of the underwriter is more than just a ﬁnancial security provider.
Comparative advantages are not in pricing but
in the scope of services offered, level of business
integration and value-chain enhancement.
The full-service concept reﬂects different disciplines, insights and services, built and delivered
in a unique way, by a unique market. The full-service concept integrates client perspectives and
market trends to better plan and manage all the
details of marine insurance, from premiums to
covers through to claims settlement.
Successful alliances
The Scandinavian market takes a proactive
approach towards building a solid client relationship. Our attitude, the closer the better, provides possibilities for a more accurate risk
assessment, more accurate premiums and is the
starting point for a long lasting relationship. A
personal approach often reveals more than any
document produced far away from the underwriter. But, it also means that some owners may not
receive cover in the Scandinavian market, something which CEFOR members strongly support.
The strength of the CEFOR market is the ability
to make successful alliances. These alliances are
built on CEFOR’s in-depth knowledge and
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understanding of its customers and their business. In recent years,
shipping clients have begun to take responsibility for an increasing share of the transportation chain. This brings new challenges
to them and for the CEFOR market. It is not only a matter of absorbing
new risks, but also thoroughly understanding and assessing them
so that a sensible premium can be charged.
Unparalleled expertise in doing business
Four factors central to the business activity of CEFOR members are
fact-ﬁnding, research, co-operation with the broker and pricing,
including terms and conditions. Key distribution issues include short
distribution lines, limited costs and prompt payment of premium
and claims.
CEFOR underwriters know the majority of global brokers, often
chosen on their ability to process prompt and correct documentation to the insured and the insurers. CEFOR members pay particular
attention to ensuring that the premium level is appropriate to the
risks.
In considering the terms to be offered for a cover, particular
attention is given to issues such as:

• the risk management philosophy of the owner/operator
• the transparency of the assured’s operations
• the claims record
• the age and technical standard
• the size of the deductibles
• the country of registration
• the classiﬁcation society
• compliance with the ISM code
• the composition of the crew
• the type of propulsion machinery
• port detention experience
Well-informed decision-making
CEFOR’s expertise in the area of marine insurance is enhanced by
the background and experience of a professional base of qualiﬁed
underwriters. This market understands the nature of shipping, thus
capable of performing complete and accurate analysis of most
operational risks. Risk assessment is the ﬁrst step in the risk management process and often a critical one.
Insurers within the CEFOR market are globally recognized for
their analytical, actuarial and technical skills to identify and quantify
the spectrum of insurable property, business interruption, and

No other insurance market can match
the CEFOR market in terms of hands-on
management of shipowners’ covers…
liability risk: from total loss to salvage, from ﬁre
to third party liability, from machinery losses to
pollution liability.
Using sophisticated models and simulation
techniques, CEFOR members adequately conduct in-depth analyses of risk exposure. We do
not just identify risk – we measure and model it.
Unparalleled expertise in claims handling
A main objective of this market is to be the preferred claims leader. As such, leading underwriters must offer immediate assistance and service
to the assured. To meet this demand, CEFOR
members have a well-developed global network
of representatives and agents to provide expert
claim assessments and assistance whenever and
wherever. The goal is to put the vessel quickly
back in service, thus requiring a swift assessment of the cause, the extent of damage, the
necessary repairs required and a cost estimate.
The CEFOR market’s claims lead system has
been practiced for about 80 years and, based
on the Norwegian Marine Insurance Plan, has
evolved into the most comprehensive, reliable
maritime claims system in the world. Key variables in the claims lead system are: integrated
consulting claims handling and adjusting as well
as short lines of communication.
Unparalleled expertise in loss prevention
The CEFOR market is the only market in the
world where hull underwriters have a longstanding tradition within active loss prevention
and sharing of experience within CEFOR . This
market’s particular expertise in the valuation of
loss and prevention initiatives is strengthened
by knowledge gained by working with a wide
range of international and domestic shipping
clients as well as classiﬁcation societies and
international maritime regulators.
CEFOR believes that a successful loss prevention program is managed and integrated into
the shipping company’s daily activities like any
other company function or policy. Loss prevention cannot function on its own. The best loss
prevention program is intermingled with other
company functions such as continuous safety
improvements via the safety management system (SMS) as required by the ISM Code.
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COASTAL AND FISHING VESSELS

Premiums:

Insufﬁcient to cope
with large losses
Overall, the market is still recovering from 2002,
a year marked by several large total losses and particular
average claims.

The market
The Norwegian coastal and ﬁshing vessel insurance market includes ﬁshing vessels of all types
and sizes, from small coastal ﬁshing boats to
large industrial trawlers operating worldwide,
in addition to freighters, other coastal vessels,
ferries serving the Norwegian coast and fjords,
offshore supply vessels, tugs and lighters, etc.
Gross premium income amounted to USD
81.4 million (NOK 576.4 m) in 2003, compared
with USD 74.2 million (NOK 591.2 m) in 2002.
Premiums for coastal and ﬁshing vessels
are mostly paid in Norwegian Kroner, which
strengthened against the US Dollar during 2003.
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Norwegian underwriters offer:
• Hull and machinery insurance, including collision liability to third parties
• Loss of hire insurance
• Shipowner’s insurance for third party liability
• Liability for crews’ wages and loss of personal
effects
• Fishing insurance – covering catch, outﬁt, nets,
gear, tools, instruments and dinghies
• War risk insurance
Market conditions
Results for 2003 varied for CEFOR members.
Some achieved good results, while earnings
for other members were disappointing. The
Coastal Marine Clubs also saw varied results.
Overall, the market is still recovering from 2002,
a year marked by several large total losses and
particular average claims. The competition is still
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strong, especially in the ﬁshing boat segment. There was only one
large total loss in 2003 and the market managed to increase rates
in important segments. However, premiums have not reached the
levels underwriters would like to see, leaving margins insufﬁcient
to cope with large losses.
Losses
The market suffered one large total loss in 2003 amounting to
NOK 35 million when the longliner “Stålegg Sr.” ran aground after
an engine breakdown.
In addition, there were some larger particular average claims during 2003. Of these the two largest involved a collision amounting
to NOK 14 million and a grounding amounting to NOK 13 million.

CARGO INSURANCE

Vigorous competition
throughout 2003
There were only a few major losses in 2003 and the CEFOR members
noted satisfactory results
The premium income for the Norwegian cargo
insurance market (excluding war risks), totalled
USD 57.9 million (NOK 410.2 m) in 2003, compared to USD 55.2 million (NOK 440 m) in 2002.
Premiums for cargo insurance are mostly paid in
Norwegian Kroner, which strengthened against
USD throughout 2003.
Vigorous competition in most market segments continued throughout 2003, both among
CEFOR members and in international markets.
Brokers play an increasingly active role in cargo
insurance. The market let some business go as a
result of the separate decisions of the three largest Norwegian cargo insurers reached in
December 2002, to exclude the risks of theft and
robbery from the cover of salted and dried ﬁsh
shipped by vehicle when passing the border into
Italy. Norwegian ﬁsh consignments have been a
target of organised crime in Italy for the last 14
years, and theft and robberies continued throughout 2003, on accounts which were still active.

There were only a few major losses in 2003 and the CEFOR
members noted satisfactory results. However, only one member
managed to increase its premium income compared to 2002.
Other CEFOR members experienced a slight decrease in premium
income compared to 2002.
In September 2003, the Norwegian non-marine insurance market
adopted the Code of Conduct containing transparency guidelines
to insurers and brokers with regard to the calculation of premiums
and brokers’ commissions. The cargo insurers have also adopted
the Code which means that they quote separate net premium
for customers who use brokers. This “broker assisted” premium
implies that the insurers do not pay broker commissions, making
the broker charge the customer by adding his commission to the
premium.
The CEFOR Cargo Forum continued its work on the CEFOR Cargo
Clauses together with the trade and industry organisations. The
revised version will be introduced in the course of 2004.
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Owners insuring ships based on the Norwegian
Marine Insurance Plan get exclusive access to the
years of experience and expertise this market has
accumulated in the marine insurance industry.

Marine Insurance:

Because Accidents Happen
To err is human. Marine insurance protects ships and businesses
with coverage for a wide variety of perils and claims. As one of the
world’s leading providers of marine insurance for the shipping and
offshore industries, the CEFOR market helps hundreds of shipping
companies and owners each year to get the marine insurance
coverage they need.
There are a number of factors to consider when purchasing a
marine insurance policy, but the most important one is: base your
decision on value. This is more than simply the lowest price. The
premium paid should be compared to the claims and policy service,
protection, advice and, most importantly, the conditions you receive.
The Norwegian Marine Insurance Plan
The 1964 version of the Norwegian Marine Insurance Plan (NMIP)
gained recognition by international ship owners to be a competitive insurance coverage. A completely revised and expanded
version of NMIP was completed in 1996 and released in 1997. The
most current version, released in 2003, is even more comprehensive and has secured a greater shipowner following.
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Don’t
A comprehensive set of insurance conditions
Designed to limit the chance of “holes” appearing in a multiple cover, the NMIP, in comparison
to other competing conditions, comprises a
complete and updated set of rules which cover
most insurance requirements as demanded by
international ship owners. The NMIP adequately
covers some of the most complex marine insurance niches to be found in shipping.

A ﬂexible, all-risk cover
The NMIP is ﬂexible, providing an all-risk cover.
As an all-risk cover, the NMIP covers the
unforeseen or unknown peril, whereas the
International Hull Clauses provides a named
risks cover. The difference is that under an all-risk
cover, the assured may report a claim without
having to prove that the risk the claim is based
on is covered by the insurance.

NMIP=The Norwegian Marine Insurance Plan

What some ship owners do not know is:
• The NMIP provides, at no extra premium cost, full (4/4) collision
liability, covering damage to both ﬁxed and ﬂoating objects, whereas
the International Hull Clauses provide 3/4 collision liability and
only cover liability pertaining to other vessels.
• Salvage companies and P&I Clubs accept and approve guarantees
for collision liability provided by Norwegian marine insurance
companies.

sail without
If the assured is in breach of regulations
imposed by the Insurer, though the policy is still
in force, the NMIP will cover subsequent
damage, provided that there was no causation
between the infringement and the damage.
Under the “warranty-system” used in other
jurisdictions, such claims may sometimes be
rejected, even if there was no causation
between the infringement of the warranty and
the damage.
Full coverage:
Increased collision liability but not
increased premium
A hull insurance on ‘full conditions’ covers total
loss of and damage to the vessel, as well as
collision liability and the cost of measures to
avert or minimize the loss, including general
average.

The widest loss of hire cover
The NMIP’s loss of hire cover provides the widest cover of this kind
in the international insurance market. A normal loss of hire policy
covers delay due to damage suffered by the vessel. The Plan’s standard loss of hire conditions cover losses from vessels being stranded or delayed due to physical blocking and trapping in a harbour,
or other limited areas. Conditions also cover loss as a consequence
of measures taken to salvage or remove damaged cargo.
Balanced insurance solutions
Ship owners themselves have contributed to the high standards
demanded by the NMIP, which seeks to honour top-standard shipping companies exhibiting responsible operation and maintenance
programs. In a claims situation, these ship owners are granted quick
decisions and settlement. The Plan has little room for the substandard operator. These ship owners are easily discovered and accidents
resulting from poor maintenance are meticulously evaluated.
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CEFOR ORGANIZATION AND STAFF

TORE FORSMO
Managing Director
tore.forsmo @ cefor.no
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• Master of Science in Naval Architecture
and Marine Engineering.

VIGGO KRISTENSEN
Legal Counsel
viggo.kristensen @ cefor.no
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• Legal Advice, Clause Drafting and Revision
• List of CEFOR Correspondents
• Secretary for:
– The Underwriting Forum
– The Claims Forum
– The Cargo Forum
– The Coastal and Fishing Vessels Forum

ASTRID SELTMANN
Analyst
astrid.seltmann @ cefor.no
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• Master of Science in Mathematics
• Secretary for:

– The Statistics Forum (NoMIS)
– The Nordic Marine Insurance Network (NoMIN).

HILDE SPRO
Executive Secretary
hilde.spro @ cefor.no
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CEFOR MEMBERS 2004

BLUE WATER INSUR ANCE ASA
www.bluewater.no

IF SK ADEFORSIKRING NUF
www.if.no

ASSUR ANCEFORENINGEN SKULD
www.skuld.com

PO Box 1413 Vika, N-0115 Oslo
Telephone: + 47 23 30 87 00
Telefax: + 47 23 30 87 01
Visiting address: Haakon VIIs gate 1, Oslo

PO Box 240, N-1326 Lysaker, Norway
Telephone: + 47 02 400
Telefax: + 47 67 84 03 20 (Marine and Cargo)
Visiting address: Lysaker torg 35, Oslo

PO Box 1376 Vika, N-0114 Oslo, Norway
Telephone: + 47 22 00 22 00
Telefax: + 47 22 42 42 22
Visiting address: Ruseløkkveien 26, Oslo

CODAN MARINE SERVICES AS

INDUSTRIFORSIKRING AS

Olav Kyrres Gate 11, N-5014 Bergen
Telephone: + 47 55 55 08 02
Telefax: + 47 55 55 08 01
Visiting address: Olav Kyrres gate 11, Bergen

N-0240 Oslo, Norway
Telephone: + 47 22 53 81 00
Telefax: + 47 22 53 26 18
Visiting address: Drammensveien 264, Oslo

THE SWEDISH CLUB
www.swedishclub.com

GARD
www.gard.no

NEMI – NOR WAY ENERGY
& MARINE INSUR ANCE ASA
www.nemiasa.no

P&I
Servicebox 600, N-4809 Arendal, Norway
Telephone: + 47 37 01 91 00
Telefax: + 47 37 02 48 10
Visiting address: Kittelsbuktveien 31, Arendal
Marine
Skipsbyggerhallen, Solheimsgaten 11,
N-5058 Bergen, Norway
Telephone: + 47 55 17 40 00
Telefax: + 47 55 17 40 01
Visiting address: Skipsbyggerhallen, 5th floor,
Solheimsgaten 11, Bergen
Oslo Ofﬁce (Marine & Energy)
PO Box 1374 Vika, N-0114 Oslo, Norway
Telephone: + 47 24 13 22 00
Telefax: + 47 24 13 22 33
Visiting address: Støperigata 2, Oslo
GJENSIDIGE NOR FORSIKRING
www.gjensidigenor.no
PO Box 276, N-1326 Lysaker, Norway
Telephone: + 47 22 96 80 00
Telefax: + 47 22 96 91 31 (Marine)
Telefax: + 47 22 96 91 31 (Cargo)
Visiting address: Drammensveien 288, Oslo

PO Box 1934, N-0125 Oslo, Norway
Telephone: + 47 21 52 67 00
Telefax: + 47 21 52 67 02
Visiting address: Dronning Mauds gate 10, Oslo
NORDISK SKIBSREDERFORENING
www.nordisk.org
(Northern Shipowners’ Defence Club)
PO Box 3033 Elisenberg, N - 0207 Oslo, Norway
Telephone: + 47 22 13 56 00
Telefax: + 47 22 43 00 35
Visiting address: Kristinelundveien 22, Oslo
NOR WEGIAN HULL CLUB
www.norclub.no

(Sveriges Ångfartygs Assurans Förening)
GPO Box 171, SE - 401 22 Göteborg, Sweden
Telephone: + 46 31 638 400
Telefax: + 46 31 156 711
VESTA FORSIKRING AS
www.vesta.no
N-5020 Bergen, Norway
Telephone: + 47 55 17 10 00
Telefax: + 47 55 17 18 98
Coastal and Fishing Vessels:
Telefax: + 47 55 17 13 28
Visiting address: Folke Bernadottes vei 50, Bergen
War risks
DEN NORSKE KRIGSFORSIKRING FOR SKIB
www.warrisk.no
PO Box 1464 Vika, N-0116 Oslo, Norway
Telephone: + 47 22 93 68 00
Telefax: + 47 22 33 33 20 (underwriting)
+ 47 22 93 68 01 (management)
Visiting address: Rådhusgaten 25, Oslo

Bergen Ofﬁce
PO Box 75 Sentrum, N - 5803 Bergen, Norway
Telephone: + 47 55 55 95 00
Telefax: + 47 55 55 95 22
Visiting address: Olav Kyrresgate 11, Bergen
Oslo Ofﬁce
PO Box 1290 Vika, N - 0111 Oslo, Norway
Telephone: + 47 22 47 72 30
Telefax: + 47 22 41 50 43
Visiting address: Rådhusgaten 25, Oslo
Kristiansand Ofﬁce
PO Box 489, N - 4664 Kristiansand, Norway
Telephone: + 47 22 47 72 30
Telefax: + 47 38 05 65 21
Visiting address: Østre Strandgate 3, Kristiansand
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CEFOR BOARD OF DIRECTORS 2003

DOUGL AS JACOBSOHN
President / CEO
Assuranseforeningen Skuld

DANCKERT KROHN EEG
Assistant Vice President
Vesta Forsikring AS

OT TAR GJERSTAD
Director Marine dept.
If Skadeforsikring NUF

CEFOR:

A global player
CEFOR members use their global network of expertise to provide
marine insurance solutions that are unconstrained by geography.
Ship owners need an insurance partner who understands them
inside and out, who knows what risks to look for and, most
importantly, what to do about them.
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HAR ALD TEIGE
Director Marine Coastal,
Fishing & Transport
Gjensidige NOR Forsikring

BJØRN HILDA N
Deputy Chairman
Managing Director / CEO
Bluewater Insurance ASA

SVEN-HENRIK SVENSEN
Senior Vice President
Gard

TORKILD DAHL
Director, Marine dept.
Industriforsikring AS

GEORG SCHEEL
Managing Director
Northern Shipowners’
Defence Club

“The CEFOR market’s combination of local service and
international experience has
allowed us to become experts
in marine insurance. Because
we work in local ofﬁces, we are
intimately aware of the needs
of individual local clients. At
the same time, our local agents can draw on
an extensive international base of experience
in the marine insurance industry, from Hull
and Machinery to P&I. That extends not only to
expertise in understanding and developing specialized risk coverages, but also to leverage with
underwriters and other resources that helps our
clients secure exactly the right coverage at the
most favourable cost.”
TORLEIV AASLESTAD

Chairman, CEFOR
Director, Norwegian Hull Club.
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CEFOR: PERSONAL PROFILE

Doing business in the CEFOR
market and understanding the
Norwegian psyche
France, Norway and the USA are no longer primarily domestic
markets. Together with London they are complementary parts of one
global marine insurance market.

In modern terms we could call the marine insurance market a virtual village. The word village
is appropriate because marine insurance is just
a very small part of the huge global market in
ﬁnancial and related types of risk.
“A proper market is one which gives clients
choices and provides alternatives. This is the contribution of the national markets. Each one provides
international ship owners with a different range of
expertise and service options. Naturally we believe
that the CEFOR market has something unique to
offer to quality operators,” says Nicolas Wilmot,
Senior Vice President, Claims, Gard.
The Norwegian market has long traditions
going back to the ﬁrst part of the 19th century
and according to Wilmot the distinctive feature
of the market has always been the very close
relationship between shipowners and insurers.
Many of the signiﬁcant insurers of the past were
mutual clubs owned and run by the shipowners.
The tradition has therefore always been that the
insurer should be actively engaged especially in
the claims handling process where it is seen as
an advantage to have the insurer able to make
binding decisions as things develop. The fact
that brokers are now almost always involved has
not changed this tradition, which is also now
reﬂected in the Norwegian Plan.
Talking of the Plan, Wilmot who was a member of the committee that drafted the 1996
version, is well known for his advocacy of the
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advantages of the Plan which he often refers to as the Holy Book
of Norway or the Norwegian Koran or simply The Royal Norwegian
Plan. “A loved child has many a name”, to translate a well known
Norwegian expression.
Wilmot was born in South Africa and grew up in Zimbabwe but
having lived for most of the last 34 years in Norway, and being a
fan of most things Norwegian, he feels entitled to express an opinion on the Norwegian psyche.
Visit any small farm or ﬁshing village in Norway and you will
discover something important about the Norwegian psyche.
Attention to detail, co-operation in every day life, practical solutions
– these are some of the behavioral traits that surviving in a harsh
environment has imprinted on the Norwegian gene pool. Big picture problems are ﬁne but should be saved for the winter nights
when you have made sure that you have enough ﬁrewood for
this winter and preferably the next – just in case. As for existential
angst, that is a sport best left to the neighbours in the east. These
in-bred attitudes are a big advantage when it comes to doing business in such a harsh environment as the marine insurance market.
By way of conﬁrmation of this admittedly home spun theory,
Wilmot cites a project run to test peoples’ suitability for living
over time in space. Couples from various nationalities were placed
in the wilds of Canada with limited resources for the winter. A
Norwegian couple, strangely enough from the town of Bergen, were
the most successful showing an outstanding ability to communicate
and cooperate in dealing with the practical problems they faced.
Wilmot believes that the strength of the Norwegian marine
insurance market lies in its practical approach, its tradition of
cooperation and its ability to recruit people with a maritime background. Understanding your client’s business is the ﬁrst essential
step for a successful marine insurer.

The most interesting job
in marine insurance
Based in Bergen, Norway, Nicolas Wilmot
has become a well known face of Norway’s
marine insurance industry through his work
in maritime law and positions in leading
marine insurance companies.

N I CO L A S W I L M OT
Senior Vice President
Gard

Raised in Zimbabwe, he left the beauty of
Southern Africa in 1960 at the age of 18, to study
law in London. Ten years later with a Master of
Maritime Law degree under his belt and experience as a deck hand on a Norwegian vessel
sailing to West Africa, he took up a teaching
position at the Norwegian Business College in
Bergen. Two years later, he became assistant professor of law at the University of Bergen, a position he held for 13 years. During his time at the
university he wrote a comparison of English and
Norwegian marine insurance law and worked
as an advisor to UNCTAD on marine insurance.
Through teaching various courses on marine
insurance, Nic came into contact with the thriving marine insurance community in Bergen.
This resulted in his taking up a position at Vesta,
ultimately as head of legal and claims for the
Marine and Energy Department.
Before joining Vesta, Nic acquired a small farm
on the island of Tysnes, a two hour drive south
of Bergen. He was working on the theory that
experiencing the hardships and challenges of
being a peasant farmer was the only way to understand what it truly means to be a Norwegian. He
even carried this dedication to the cause of understanding all things Norwegian to the extent of
becoming for a period chairman of the Tysnes
Sheep Breeder’s Association. He still regards this
period as the high point of his career.
Nic joined AON’s London ofﬁce as a broker in
1998 working for their marine Global Practice
Group. At the beginning of 2002 he was back
on Norwegian soil in Bergen as Senior Vice
President responsible for co-ordinating Gard’s
overall claims activities. Regretfully, the pressure
of work or of advancing years has led to the
termination of his sheep farming activities but
it is a fact that there are over 100 staff dealing
with P&I, marine, energy and defence claims as
well as loss prevention in Gard. So the need for
shepherding skills remains.
Nic makes no bones about his career choice,
referring to it as “the most interesting job in
marine insurance”. Many of us are wondering
which job is the most interesting, being a recognised claims executive or chairman of the Tysnes
Sheep Breeder’s Association? Be sure to ask him
next time you see him.
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The Central Union of Marine Underwriters
P.O. Box 2550 Solli, N-0202 Oslo, Norway
Visiting address: Hansteens gate 2
Phone: + 47 23 08 65 50 Fax: + 47 22 56 10 77
www.cefor.no

