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Half Year Report 2016

As we reflect on the past six months, it is perhaps 
not so surprising that we continue to witness 
our Members facing challenging operating 
conditions, many of whom are experiencing 
lower levels of activity as a consequence of 
ongoing low oil prices, deceleration in Chinese 
economic growth and over-supply of shipping 
across the globe.

For the Club, this has resulted in some downward 
pressure on income. Throughout the first half 
of the year we have continued supporting our 
Members while at the same time recognising 
our responsibility to appropriately price the risk 
we underwrite. This risk-based and Member-
focused approach will continue into the future. 

Despite the difficulties seen in certain shipping 
sectors, we have seen some positive signs from 
our yacht, passenger and dry cargo sectors.

While income levels have been somewhat 
suppressed, the Club has seen positive 
development on claims activity, resulting in 
our interim results for 2016 to benefit from 
some back year improvement. It is always 
difficult to predict a trend based on six months  
of claims activity. Therefore, while the half year 
result has benefited from claims development, 
we have continued to follow our policy of 
reserving on a suitably prudent basis.

Whilst it remains a key strategic aim to ensure 
we achieve a breakeven underwriting result, 

the Club’s investment portfolio has been a key 
contributor to the Club’s overall financial result. 
In the first half of 2016 the investment portfolio 
generated a gross return for the Club of US$ 11.2m, 
which represents an annualised return on capital 
of some 4%. This is an extremely welcome 
addition to the Club’s reserves and, while we 
are evidently living in economically uncertain 
times, we are hopeful of a continued strong 
performance for the remainder of the year. 

The result of all of the above is that the Club 
generated an overall surplus of US$ 11.8m in the 
first half, which has led to reserves increasing 
to US$ 291.2m. We are sure that our Members 
and their brokers will take comfort from this 
strong financial position. 

In the first half of 2016 the Club undertook an 
in-depth review of our services, with the help 
of more than 300 of our Members’ brokers  
from across the globe. Their participation in  
this process was extremely welcome and the 
headline feedback that the Shipowners’ Club...

‘is the go to supplier for small vessel and 
specialist P&I insurance’ 

...was very well received. 

Our expert staff, based in Luxembourg, London, 
Singapore and Hong Kong will continue to provide 
support to our Members and their brokers, in 
order to maintain and build on the trust they 
have in the Club.
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Claims activity

At the half year position, the frequency of claims 
reported has increased compared with the same 
period in 2015 and we have also seen a small 
increase in the quantum of claims reported 
within bands up to US$ 1m. This increase may 
signal an upturn in the cost of claims within 
these bands following successive year on year 
reductions since 2010. 

Encouragingly, the quantum of claims (estimated 
and paid) has reduced by 29% compared with 
the same period in 2015. This is principally due 
to a 31% reduction in the value of the claims 
reported within the US$ 1–5m band, despite 
frequency in this band remaining relatively 
constant. No claims have been reported within 
the bands in excess of US$ 5m but typically the 

201020092008 2011 2012 2013 2014 20162015

4,000

2,000

3,000

1,000

0

C
la

im
s 

fil
es

 o
pe

ne
d

FIGURE 1 | FILES OPENED
As at 30 June 2016
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FIGURE 2 | TOTAL INCURRED VALUE OF CLAIMS
As at 30 June 2016
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higher bands are more volatile in terms of claims 
frequency. This was demonstrated in 2015 when 
we experienced a significant increase in the 
number of claims made within these bands in  
the last two quarters. Most notably the US$ 7m+ 

band was impacted by the loss of a container 
vessel in Indonesia and a specialist operation 
claim (with specialist operation cover in place) 
arising from dredging works performed in Nigeria. 
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Underwriting performance

It is pleasing to report an encouraging start to 
2016. While we have seen a modest increase in 
claims frequency in some sectors, notably with 
dry cargo and tankers, we have seen a reduction 
in the offshore sector. The reduction in incidence 
of offshore claims was to be expected, as many 
of our Members are experiencing challenging 
operating conditions with vessels laid up. While 
frequency of claims is up overall, the incidents 

advised to us have generally been less serious 
in nature and, as a consequence, we are 
anticipating a positive underwriting result for 
the full year. The combined ratio at the half 
year stage stands at 98.1% (budget: 99.1%). 
However, it is always difficult to predict the full 
year outcome as there is a considerable degree 
of volatility, particularly in larger claims. 

FIGURE 3 | COMBINED RATIO

C
om

bi
ne

d 
ra

tio
 %

0

20

40

60

80

100

120

140

2007/08

123.9

2008/09

77.7

2009/10

101.5

2010/11

85.0

2011/12

84.9

2012/13

95.5

2013/14

98.9

2014/15 2015

94.6

June 2016

98.198.2



 5 | Half Year Report 2016

The Club’s investments

The Club’s half year point of 30 June 2016 came 
just seven days after the UK’s referendum on 
leaving the European Union, which naturally 
caused a great deal of uncertainty and volatility 
within the investment markets around this time. 
Despite this, the gross return (before charges) 
in the Club’s investment portfolio was US$ 11.2m 
– equivalent to an annualised return of 4%.

The Club has an actively managed investment 
portfolio of some US$ 550m. The Club’s policy 
is to invest approximately 75% of this portfolio  
in cash and fixed income products, with the 
balance in equity investments. Given this mix, 
the absolute return for the first six months was 
strong and in line with investment benchmarks.

As ever, the global economy remains uncertain. 
With the oversight of the Club’s Finance 
Committee and the expertise of our investment 
managers we hope to continue to see favourable 
performance on the Club’s investment portfolio 
into the future.
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Free reserves

The first six months of the year have produced 
a surplus of US$ 11.8m, increasing the Club’s 
free reserves to US$ 291.2m.

FIGURE 4 | FREE RESERVES
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Renewal 2017/18

The Board carefully considered the forthcoming 
renewal at its meeting on 8 September 2016, 
including the development of claims in the 
current and prior years, anticipated reinsurance 
costs and the additional risk that the Club will 
cover in relation to unpaid wages under the 
Maritime Labour Convention (MLC). While the 
Club has been covering some of the costs of 
repatriation following abandonment under 
MLC, since 2015, this risk will be extended  
to include unpaid wages from January 2017. 

Notwithstanding this additional risk, the Board 
agreed that no general increase in premium 
will be applied for the 2017 policy year. This is 
the third consecutive year with no general 
increase being applied.

Members are reminded that evidence of financial 
security for unpaid wages needs to be on board 
all vessels that may be subject to MLC from  
18 January 2017. In instances where the Club 
has not received renewal instructions at the 
time that the required certification is issued, 
such certification can only be issued for the 
period up to renewal. We recommend that 
Members consider their renewal intentions in 
good time as we will be able to issue certificates 
through to 20 February 2018, when in receipt 
of renewal instructions for the 2017 policy year.

The Board also considered its position in relation 
to deductibles. In 2016 we did apply an uplift  
in deductibles in relation to offshore property 
damage claims but, unlike other IG clubs, we 
have not generally had a policy of applying across 
the board deductible increases. It should also 
be noted that, unlike most IG clubs and fixed 
premium insurers, we do not apply deductibles 
to costs.

As always, we will continue to review closely 
individual claims records and the risks associated 
with each Member’s operation and apply 
adjustments in rating or terms and conditions 
as appropriate. Deductible adjustments will 
form part of that review.

We thank Members and their brokers for their 
continued support and trust placed in the 
Shipowners’ Club. We appreciate that Members 
have a choice. We believe strongly in maintaining 
the Club’s core strengths of service and the 
financial security and stability that have always 
been offered, and will continue to be offered, 
to the worldwide membership.
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Interim Consolidated Income  
and Expenditure Account

Six months to  
30 June 2016 

(unaudited) 
US$’000

Six months to  
20 August 2015 

(unaudited) 
US$’000

314 days to  
31 December 2015 

(audited)  
US$’000

Gross premiums earned 112,781 118,029 209,881

Outward reinsurance premiums (14,071) (18,333) (27,870)

98,710 99,696 182,011

Ultimate claims net of reinsurance (72,668) (63,633) (136,060)

Net operating expenses

Acquisition costs (14,308) (13,987) (25,691)

Administrative expenses (9,870) (9,097) (17,013)

(24,178) (23,084) (42,704)

Underwriting account balance 1,864 12,979 3,247

Investment return* 9,473 (11,499) (22,412)

Taxation 463 0 (1,689)

Other income/(expenses) (27) 0 (41)

Result for the period 11,773 1,480 (20,895)

Combined ratio 98.1% 87.0% 98.2%

Capital and free reserves 291,153 301,753 279,378

* Net of charges



 9 | Half Year Report 2016

Interim Consolidated  
Balance Sheet

 
30 June  

2016 
(unaudited) 

US$’000

20 August 
2015 

(unaudited) 
US$’000

31 December 
2015 

(audited) 
US$’000

Investments 547,548 562,807 543,467

Reinsurers’ share of technical provisions 143,310 93,848 153,443

Debtors 117,755 108,865 38,922

Other assets (including cash) 117,432 96,990 101,473

Prepayments and accrued income 35,552 18,419 9,575

Total assets 961,597 880,929 846,880

Capital and reserves 291,153 301,753 279,378

Gross technical provision 476,605 412,046 474,576

Provision for unearned premium 137,485 131,819 57,837

Creditors and other liabilities 51,380 32,252 30,053

Accruals and deferred income 4,974 3,059 5,036

Total liabilities 961,597 880,929 846,880

Note: During 2015 Shipowners’ changed its financial year end date to 31 December. Certain 
comparative information disclosed above refers to the previous half year end date of 20 August, 
and the shortened financial period of 314 days ended 31 December 2015. 
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www.shipownersclub.com  @ShipownersClub  The Shipowners’ Club

http://www.shipownersclub.com
https://twitter.com/ShipownersClub
https://www.linkedin.com/company/the-shipowners-club

