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I. Let’s Get our Bearings



COVID-19 

Economy & Construction Trends

Ongoing Climate Considerations

Underwriting Demands

What’s New Today???
(and where does this ride end?)



COVID-19 Then & Now

2020-24 Impacts:
➢ Economy Shutdown
➢ Supply Chains Disruptions
➢ Demand Surge
➢ Budget Impacts
➢ Changes in Labor Practices (and Costs!)
➢ Remote Workplace & Increase in Vacancy

2024-25 Impacts?: TBD



Economic & Construction Trends

➢Overall Unemployment Rate at 4.1% (September ’24)
➢Construction Unemployment at 3.7% (September ’24)

➢Targeted Government Spending ($$trillions)
➢Over $4.6T spent/obligated in COVID relief
(https://www.usaspending.gov/disaster/covid-19) 

➢Still in pipeline… (i.e. Infrastructure $1.2T; ESSER 
Funds; Incentives for EV, CHIPS Act, other green projects)

➢Housing vs. Commercial – distinct differences

➢Int Rates up, but from Historic Lows (50 bps reduction 
announced 9-18; more to follow…) 

https://www.usaspending.gov/disaster/covid-19


Economic Trends: Infrastructure $$$

So far, $454 billion in IIJA funds have been announced, supporting 56.000 projects. 
Graphic by ENR Art Dept.

• Enacted Nov. 2021

• $1.2 Trillion

• Highlights:

• Bridges         $300 B

• Rail               $ 66 B

• Airports         $ 25 B

• Ports             $ 17 B

• W/WW          $ 50 B

• Clean Energy $ 62 B



Economic Trends: 

CHIPS Act $$$

• Enacted August, 2022

• $53 Billion in grants, loans

• To date, approaching 60% awarded

• Highlights:
• Likely to generate 10X US Investment

• Average Project size thus far ~ $14B

• Jobs, Jobs, Jobs!!!…



Economic Trends: Interest Rates & Cheap $$$



Economic Trends: US ($35T and counting…)



Corkscrew Climate Considerations

Note: Severe Convective Storms alone, contributed 65% of the  

$93 billion in insured losses (through 9/30) this year.



Climate Considerations



Climate Considerations – Severity / Frequency



Climate Considerations – 20 & counting



Climate Considerations



Underwriting Trends



Underwriting Trends



II. Property Value Trends – Four Years of Ascent



Annual Cost of Construction - History

48% INCREASE



Annual Cost of Construction - History

74% INCREASE



Cost of Construction – Component of Focus

Materials Costs

Occupancies

Specific Materials



Annual Cost of Construction - History

42% 
Increase; 
3 ½ Yrs



Cost of Construction – Overlooked Component
➢Construction Labor Cost - % Change



Valuation Trends – What’s (still) HOT?



III. Keeping ALL your 
Cars on the Tracks



Leasehold Improvements:

➢You lease from Others
➢What does YOUR lease say???

➢Others lease from You
➢What does THEIR lease say??

➢Who is responsible for 
improvements made to space??? 
➢Is all the FF&E accounted for???
➢“Contents Only” locations are 
frequently under- improperly valued



Property in the Open:
➢Estimating Options

➢Members/Insureds Report
➢Detailed Inventory (Appraisal)

➢Areas of Concern
➢Unreported / Underreported exposures

➢Synthetic Surfaces
➢Ballfields / Athletic Complexes
➢Playgrounds
➢Pedestrian Bridges

➢Trending?



Illustrate Covered Exposures:



Vehicle Values:

➢Estimating Options
➢Members Report
➢Desktop

➢Areas of Concern
➢Items reported by member at cost (invoice may reflect trade-in)
➢Extreme lead time for orders (i.e. ~3 yrs!!)
➢Options included on vehicle (think police)
➢Stay on SOV at cost indefinitely
➢High-value Items

➢Fire Apparatus
➢Ambulances

➢Trending?



Mobile Property Values:

➢Estimating Options
➢Members Report
➢Desktop
➢Detailed Tally / Inventory

➢Areas of Concern
➢Items reported by member at cost (invoice may reflect trade-in)
➢Items stay at cost indefinitely
➢High-value contractors’ equipment (i.e. JD, Cat, Case…)
➢Mobile Property vs. Contents – don’t double-dip / omit

➢Trending?



Contents Values:

➢Estimating Options
➢Members/Insureds Report
➢% of Bldg $
➢“Modeling” (Appraisal)
➢Detailed Tally / Inventory

➢Areas of Concern
➢High density areas
➢High tech areas
➢Supplies / stockroom
➢Removing leased areas?
➢Mobile Property vs. Contents

➢Trending?



Other (often grey) Exposures:

➢Plant Piping (In-ground, valve / meter vaults, manholes)
➢Bridges (vehicular / pedestrian / covered / historic)
➢Plant Electrical (Ductbank, vaults, manholes)
➢Airport Improvements / Runways / Lighting
➢Piers / Wharves / Revetments
➢Traffic Signals / Street Lights
➢Tennis / Pickleball Courts 
➢Communications Towers
➢Lagoons (WWTP)
➢Paving, Curb & Gutter
➢Retaining Walls
➢Landscaping
➢Dams (BOO!)



Utility Exposures:

➢Process Equipment vs. Structure
➢Accurate valuations require detailed inventory
➢Individual structure listing allows Flood / 

Elevation analysis



Utility Exposures:

➢Individual structure listing allows Flood / Elevation analysis

o Chlorine Contact / Effluent 

Structures

o Settling Basin

o Pump Station

o Electrical Building



Quality of Underwriting Data

Construction 

Occupancy 

Protection 

Exposure 

Frame, Masonry, Masonry Veneer, Superior Construction, 
Mixed—Masonry/Frame

How The Building Is Being Used For Commercial Property 
And Whether It Is Owner-occupant Or Renter-occupied For 
Homeowners And The Number Of Families For Which The 
Building Is Designed

Quality Of The Responding Fire Department (Incl. Whether Paid/Volunteer, 
Adequacy Of Water Pressure And Water Supply In The Community, 
Distance Of The Structure To The Nearest Fire Station, Quality Of The Fire 
Hydrant, And The Distance Of The Structure To The Nearest Hydrant

Risks Of Loss Posed By Neighboring Property Or The Surrounding Area, 
Taking Into Consideration What Is Located Near The Property, Such As An 
Office Building, A Subdivision, Or A Fireworks Factory.

https://www.irmi.com/term/insurance-definitions/cope 

https://www.irmi.com/term/insurance-definitions/cope


CAT Loss Models

➢Traditional Modeling 
➢RMS (Moodys)
➢AIR (Verisk/ISO)
➢EQECAT (CoreLogic)

➢Who Uses Them? Every Major Insurer / Reinsurer
➢Why? Large Portfolios of Property Analyzed & “Modeled”



CAT Loss Models



IV. Take Control



Frequency of Appraisal Cycles

Each Organization is Unique - Decision Driven by:

• Underwriting Desires (internal)

• Composition of Insureds (internal/external)

• Relative Size

• Recent Loss History

• Membership Stability Y-o-Y (Pools)

• Economy / New Construction – much vs. little

• Budget / Board Appetite (internal)

• (re)Insurance Requirements (external)

• National / Local Construction Cost Changes (external)

Industry Ave: 3 – 7 Years



Specific Policy Language / Coverage
“Typical” Appraisal Exclusions:

• Site Preparation

• Foundations / Footing (below lowest occupied level)

• Underground Plumbing



Valuation Methodology

Replacement Cost 

Value

Reproduction Cost 

Value

Actual Cash 

Value

“Replacement Cost is…” ??? “…what your POLICY says!”



Valuation Methodology

Appraisal Threshold for Structures:

• Lower Threshold = Higher Investment

• What’s the Cost???

To Appraise…. vs. To Omit

HCA’s Clients Range:

     $0 (all) to $1.0 million



Valuation Methodology – Case Study

Appraisal Threshold for Structures:

• 2023 Full Cycle ($6.8 B in TIV appraised)

• 14.4% of all Bldgs were ADDS! (Ave >$500k);

• 5% of original Bldgs were REMOVED!

• Frequently missed:

• Lift / Pump Stations; Wells (incl Generators)

• Park & Other Remote Exposures

• Major Additions; Significant Renovation Data



Annual Trending of Values
Variety of Sources



Annual Trending – Art, Science or Darts???

Source #1: Handy Whitman
2020 to 2024: 1.402 (40.2%)
• Regional (West)
• Specific to W/WW

Source #2: MVS (M&S)
2020 to 2024: 1.301 (30.1%)
• Location Specific (Vegas)
• Class Specific (C/Steel frame)

Source #3: RS Means
2020 to 2024: 1.254 (25.4%)
• Location Specific (Vegas)
• Class Non-specific (general)

Source #4: Design Cost Data (DCD)
2020 to 2024: 1.479 (47.9%)
• Location Non-specific (general) 
• Class Non-specific (general)

Source #5: 360Value Verisk
2020 to 2024: 1.291 (29.1%)
• Location Specific (NV)
• Class Non-specific (general)

Source #6: Mortenson
2020 to 2024: 1.352 (35.2%)
• Regional
• Class Non-specific (general)



Start EARLY
Everything is Relative… BUT:

• Are you starting a NEW Program?

• Are you planning to tweak an existing one??

• When will reinsurers/brokers need your data???

➢ Establish desired timelines and work backward

➢ Implement reasonable milestones for you/appraiser



V. What’s Around the Corner???



Construction Cost 

TrendsWhat’s Next - Volume
• Labor Costs

• Supply Chains

• Material Costs

• Interest Rates?

• Pandemic done?

• Infrastructure

• Recession??

• War?????



Construction Cost 

Trends
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• Labor Costs

• Supply Chains

• Material Costs

• Interest Rates?

• Pandemic 
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Construction Cost 

Trends

What’s Next???

• Labor Costs

• Supply Chains

• Material Costs

• Interest Rates?

• Pandemic 

done?

• Infrastructure

• Recession??

• War?????

The Dodge Momentum Index serves 

as a leading indicator of nonresidential 

construction activity, with data showing 

a one-year lead on actual construction 

spending in this sector.



Construction Cost Trends What’s Next???

• Labor Costs

• Supply Chains

• Material Costs

• Interest Rates?

• Pandemic 

done?

• Infrastructure

• Recession??

• War?????



Thanks!
Q & A
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