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PRE-P&I CLUB 2015  
END OF YEAR RESULTS

With the passing of the 20 February renewal, thoughts 

now turn to the impending results announcements from 

the Clubs.  Whilst the formal release of the various 

accounts are perhaps six to eight weeks away in some 

cases, it has now become traditional that preliminary 

advance results indications are given in April and early 

May. The renewal was one of the most difficult on record 

with Clubs tenaciously defending their general increase 

requirements, perhaps unsurprisingly since these 

increases were, by and large, well below average.  With 

owners in no real position to pay any increase at all, the 

reduction in the 2016-17 group reinsurance cost offered 

some relief, but this was not really being funded by the 

Clubs, other than by their overall retentions increasing. It 

is thus to be hoped that, in an environment where owners 

continue to suffer from depressed trading conditions, 

these results will not show any significant increase in 

Club free reserves, which stood at record levels in 

February 2015.  Indeed a persuasive argument could be 

made for the Clubs to return any surplus to members, 

especially to the extent that the surplus stems from 

improvement on closed years or older open years. 

“Arthur J. Gallagher would advocate that any Club releasing back and/or current 
year surpluses back into the free-reserves should immediately return this to its 
Members” 
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At a philosophical level, reducing the deferred calls (or allowing 
a return of call where the deferred call rate is 0%) is a more 
stable and sustainable way to reimburse owners where 
surpluses have been made by the already very well capitalised 
Clubs.  This way the owners share in the rewards of a good 
year directly, rather than via a reduced increase in a subsequent 
year, and rating integrity is maintained with premiums only 
being discounted ex post facto, when a better idea of the 
ultimate cost of the year is established more exactly. In many 
ways such an approach would be somewhat retro – in the 
1970’s and 80’s deferred call rates were far more volatile with 
return calls being more frequent, albeit at the cost of excess 
calls arising.  The recent trend to try to create “virtual fixed” 
cover with the clubs keeping the good or the bad back year 
surpluses or deficits within their free reserve has spelled the 
end of the return call, with a few exceptions usually linked to 
the general increase imposed at the same time.

Gard could be seen as an exception to this trend with six years 
of return calls, but these return calls are in practice funded by 
the surpluses generated by the non-core marine and energy 
business, and in a way are akin to an investment income 
distribution to the members.  The imminent Skuld credits for 
members are also attributable to newly developed revenue 
streams and do not degrade the accumulation of reserves from 
the owned P&I book. So is this now the time to revert to an 
older model and try to help owners at a time when, quite 
frankly, they need the funds on their balance sheet rather than 
their Clubs’ bank accounts? It would result in increased call 
instability perhaps, but the shipping industry is already volatile 
and every saving, no matter how small, is welcome at the 
moment.  From a psychological perspective it would solidify the 
“Club” feel of the International Group, which has been 
dwindling as the commercial interests of the clubs have become 
more paramount. The biggest issue is of course, will there be 
any profits to repatriate to owners this year.  

The mid-year results were far from optimistic and the 
investment market is so volatile as to give no real confidence in 
any contribution from that sector.  Several clubs are projecting 

breakeven results and other small increases in free reserves 
only – although on a policy year basis the back years could still 
have made a positive contribution.  Investment income was 
typically below benchmark and in some cases negative, 
although such is the impact of volatility on the market that this 
can turn around in a relatively short time.  It is indeed timely 
that incurred claims have fallen in the past couple of years, 
thus allowing an underwriting profit to be more than a 
pipedream. The only club to have come out with an 
announcement for a full 12 months so far is the Swedish Club, 
with a $3 million deficit for the year.  This included negative 
investment income and a positive underwriting outcome – a 
trend which will no doubt be reflected elsewhere in the market.  
However, the Swedish Club has a 31 December year end, and 
two months is a long time in the current investment climate, so 
this result may not reflect the situation in the majority of the 
clubs with a year-end some seven weeks later.  

It could therefore be that there is little to return this year in the 
market – considering Gard might be expected to continue doing 
this anyway, and Skuld have already provided for a modest 
return in their nine month figures.  Furthermore with Britannia 
and the UK Club embroiled in merger discussions – which 
should involve a “capital equalisation” mechanism of some sort 
– it seems unlikely that they would propose amending calls 
until such a mechanism is sanctioned by the respective boards.

However the remaining nine Clubs should consider 
putting their members needs first – North of 
England are projecting a $42 million surplus and 
Steamship Mutual had a spectacular year ending 
February 2015. Arthur J. Gallagher would 
advocate that any Club releasing back and/or 
current year surpluses back into the free-reserves 
should immediately return this to its Members, 
unless the Club admit that they are behind on any 
solvency (or S&P) requirements, in which case are 
therefore unable to return funds to its members.
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CONDITIONS AND LIMITATIONS
This information is not intended to constitute any form of opinion or specific guidance and recipients should not infer any opinion or specific guidance from its content. Recipients 
should not rely exclusively on the information contained in the bulletin and should make decisions based on a full consideration of all available information. We make no 
warranties, express or implied, as to the accuracy, reliability or correctness of the information provided. We and our officers, employees or agents shall not be responsible for any loss 
whatsoever arising from the recipient’s reliance upon any information we provide and exclude liability for the statistical content to fullest extent permitted by law.

Arthur J. Gallagher (UK) Limited is authorised and regulated by the Financial Conduct Authority. Registered Office: The Walbrook Building, 25 
Walbrook, London EC4N 8AW. Registered in England and Wales. Company Number: 1193013. 
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