
I f  you ’ re  t i red  o f  hear ing  about  how
commerc ia l  proper ty  insurance  ra tes  are  on
the  r i se ,  unfor tunate ly  th i s  i s  an  i ssue  that ’ s
l i ke ly  to  pers i s t  for  the  foreseeab le  fu ture .  A
mul t i tude  o f  negat i ve  fac tors  have  conf la ted
at  the  same t ime  that  have  put  pressure  on
the  market  in  a  manner  that ’ s  made  i t  harden .
A  hardened  market  i s  a  term that  descr ibes
when  carr ie rs  show l imi ted  appet i te  for  r i sk ,
increased  underwr i t ing  sc rut iny ,  and  less
favorab le  terms  for  coverage  a t  a  h igher
premium cost .  

In  th i s  a r t i c le ,  we ’ l l  focus  on  one  o f  the
greates t  var iab les  impact ing  insurance  ra tes
and  renewals  in  the  manufac tur ing  indust ry :
the  env i ronment .  Every  year ,  we ’ re  see ing
in tens i fy ing  ins tances  o f  f lood ing ,  ex t reme
co ld ,  w i ld f i res ,  hurr i canes ,  and  tornadoes .  

Env i ronmenta l  changes  due  to  c l imate  change
are  reshap ing  the  wor ld  as  we  know i t .  The
overwhe lming  major i t y  o f  exper ts  agree  that
c l imate  change  i s  to  b lame for  the  upt i ck  in
ext reme and  unpred ic tab le  weather  events .  In
2021 ,  18  weather - re la ted  d i sas ters  each
caused  $1  b i l l ion  or  more  in  damage .  In  the
f i r s t  ha l f  o f  2021 ,  natura l  d i sas ter  caused  $42
b i l l ion  do l la rs  in  losses  g loba l l y ,  wh ich  was  a
ten-year  h igh .
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COLD WEATHER
Ext reme co ld  can  impact  manufac tur ing  by  d i s rupt ing  log i s t i cs ,
damag ing  equ ipment ,  and  ru in ing  in f ras t ruc ture .  Add i t iona l l y ,  co ld
weather  can  a l so  l im i t  workers ’  dexter i t y  and  lead  to  acc idents  that
resu l t  in  worker ’ s  compensat ion  c la ims .

POLLUTION DISRUPTIONS
In  countr ies  w i th  la rge  concentra t ions  o f  fac tor ies ,  smog  and  deaths
re la ted  to  a i r  po l lu t ion  are  becoming  an  even  more  ser ious  prob lem.
U l t imate ly ,  the  to l l  on  human l i fe  i s  someth ing  that  we  can ’ t  quant i f y .
On  the  o ther  hand ,  i t ’ s  eas ier  to  see  how mount ing  f ines  can  lead  to
fac tory  c losures  then  can  leave  manufac turers  down the  l ine  w i thout
the  supp l ies  they  need  to  manufac ture  the i r  goods .  The  in ter rupt ions
that  we ’ ve  seen  to  supp ly  cha ins  g loba l l y  s ince  the  COVID-19
pandemic  prove  jus t  how f rag i le  these  sys tems  are  and  how
manufac turers  need  to  do  every th ing  in  the i r  power  to  protec t  the i r
supp ly  cha in  f rom r i sks .   

HIGH HUMIDITY
High  humid i ty  i s  o f ten  a  byproduct  o f  in tense  s torms  and  f lood ing
that  can  impact  many  aspects  o f  manufac tur ing ,  such  as  packag ing ,
s torage ,  bu i ld ings ,  equ ipment ,  and  even  the  f ina l  product .  E lec t ron ic
components  run  the  r i sk  o f  ge t t ing  ru ined ,  and  cardboard  s tored  in
humid i ty  can  deve lop  mold .  These  are  jus t  a  coup le  o f  scenar ios  that
can  lead  to  f inanc ia l  losses  for  manufac turers .  

SUSPENDED OPERATIONS
Severe  weather  events  can  upend  manufac tur ing  operat ions  by
caus ing  severe  damage  to  fac i l i t i es  that  might  even  resu l t  in  a  to ta l
loss .  I f  fac i l i t i es  a re  damaged  enough ,  th i s  can  resu l t  in  los t  revenue .
Wi th  the  unpred ic tab le  ava i lab i l i t y  o f  raw mater ia l s  and  goods ,  the
cost  and  t ime  to  rebu i ld  a f ter  ex tens ive  damage  present  an  even
greater  r i sk  than  before .

Insurance  companies  re ly  on  the  h i s tor i ca l  pa t tern  o f  pas t  events  in  the i r  r i sk
ca l cu la t ions ,  wh ich  i s  why  the  unpred ic tab i l i t y  o f  natura l  ca tas t rophes  has
wreaked  havoc  on  insurance  ra tes  and  led  to  increas ing  sc rut iny  in  the
underwr i t ing  process .  Add i t iona l l y ,  underwr i t ing  s t ra teg ies  have  ye t  to  adapt  to
how in terconnected  weather  events  impact  loss  pat terns  and  prof i tab i l i t y .  

A t  th i s  po in t ,  you ’ ve  probab ly  a t  l eas t  heard  about  some of  the  ways
env i ronmenta l  i s sues  c reate  mass ive  r i sk  exposures  around  the  g lobe .  Here  are
other  spec i f ic  ways  the  environment  can  pose  a  r i sk  to  the  manufactur ing
industry .
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The  manufac tur ing  indust ry  current l y  faces  pressure  f rom many  d i f fe rent
d i rec t ions ,  w i th  env i ronmenta l  fac tors  be ing  jus t  one  area  o f  exposure  leaders
in  the  space  need  to  mi t iga te .  Manufac turers  who  need  he lp  nav igat ing  the
complex i t ies  o f  r i sk  mi t iga t ion  and  insurance  p lacement  in  a  hardened  market
can  contac t  our  team of  manufac tur ing  exper ts .

Connect  with  our  manufactur ing  team to  learn  more  about  how
we can  help  you.

AVAILABIL ITY  OF  RESOURCES
On top  o f  impact ing  rebu i lds ,  na tura l  d i sas ters  a l so  impact  the
ava i lab i l i t y  o f  raw goods  and  mater ia l s  needed  to  produce
manufac tured  goods .

SUPPLY CHAIN
Manufac turers  need  to  th ink  about  a l l  the  ways  they  can  bu i ld
res i l i ency  in  the  age  o f  supp ly  cha in  d i s rupt ions ,  and  th i s  inc ludes  an
assessment  o f  the  supp ly  cha in ’ s  vu lnerab i l i t y  to  ex t reme weather
events  on  both  a  loca l  and  g loba l  l eve l .

This material has been prepared for informational
purposes only. BRP Group, Inc. and its affiliates, do
not provide tax, legal or accounting advice. Please
consult with your own tax, legal or accounting
professionals before engaging in any transaction.
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