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Introduction

Delivering industry-specific insights  
and trends
Marsh’s Construction Insurance Market Update 2025 
provides an industry-specific, local lens on the latest 
trends and insights in the Australian insurance market, 
in the first half of 2025. 

This report is an addendum to the Australian Mid-Year 
Insurance Market Update 2025, which covers broader 
market-wide trends in key insurance lines including 
property, liability, financial and professional lines,  
cyber, environmental impairment liability,  
private health, accident and health, group life  
and workers’ compensation.

To read the full report, click on the link below.

Introduction

https://www.marsh.com/en-gb/services/international-placement-services/insights/australian-mid-year-insurance-market-update.html?utm_source=pdf&utm_medium=referral&utm_campaign=cmp-10120-h7j0h&utm_term=construction_report&utm_content=&utm_campaign_country=au
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Market overview
The Australian construction insurance market continued 
to experience a softening trend across various industry 
segments in 2025, largely driven by increased capacity 
and heightened competition among insurers. 

Contract works insurance  
(including delay in start-up)
Renewals in the first half of 2025 have generally 
seen similar or broadened insurance coverage terms 
and conditions, rate reductions (averaging 5%), and 
stable policy deductibles. Insurers used wording 
enhancements to promote a positive claims culture, 
which can benefit insureds in the long term.  
Recent restrictions sought on certain coverage areas 
typically have been successfully challenged, with  
co-insurers now agreeing more frequently to follow-
form policy clauses, providing greater clarity for 
insureds and consistency in coverage throughout  
their insurance program.

Construction liability insurance
Increased capacity and new market entrants from  
2024 have intensified competition, which has led to 
greater limits, placement flexibility, and insurer  
choice for clients. 

It is common for incumbent insurers to offer premium 
discounts as a way to retain existing clients and 
avoid remarketing at renewal. Additionally, long-term 
agreements (LTA) with built-in discounts have become 
an attractive option for clients seeking stability and 
predictable premiums, although the timing of effecting 
LTAs should be carefully considered to balance current 
placement benefits versus potential further easing of 
market conditions. 

Deductibles in the construction liability space  
have remained stable, with no significant changes  
in conditions.

Design and construction 
professional indemnity
Incumbent insurers generally have sought to retain 
their existing insureds amid the increased competition, 
particularly in the small to medium-sized enterprises 
(SME) space, where broader coverage and average 
premium reductions of approximately 10% typically 
have been achievable. Larger tier 1 contractors have 
also seen rate reductions, albeit to a lesser extent  
of up to 10%. 

Intensified 
market 
competition 
has led to 
greater limits, 
placement 
flexibility 
and insurer 
choice for 
construction 
clients.

Construction industry 
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Overall, the Australian construction insurance market 
has seen average rate reductions of 5% to 15% in the  
first half of 2025. Pricing movements have followed 
a downward trend compared to the same period last 
year, where premium increases were still seen.

Premium rate trends 01 Pacific commercial insurance pricing change – by major coverage line
 Source: Marsh Global Insurance Market Index, Q2, 2025 

5%-15% decrease
in construction insurance 
premiums

5% average decrease
in contract works insurance

10% average decrease
in C&D professional indemnity
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Key coverage and  
underwriting trends

Contract works
In the first half of 2025, insurers generally maintained 
a consistent underwriting approach, with minimal 
changes to coverage terms. Policy wording 
enhancements have been introduced to incentivise a 
positive claims culture among insureds and a return of 
follow-form terms has provided insureds with greater 
clarity and fewer coverage gaps.

Construction liability
Many insurers have increased their primary capacity 
from $25 million to $50 million, reflecting a more flexible 
underwriting approach. Premium discounts at renewal 
and LTAs with built-in discounts have been frequently 
offered by insurers and considered by various clients.

Design and construction 
professional indemnity
Given the competitive market, underwriting approach 
has remained consistent among insurers in the  
design and construction professional indemnity space. 
In some cases, lower deductibles have been achievable 
if they were considered high when benchmarked 
against industry standards. 

Increased emphasis on risk analysis 
and underwriting due diligence
Insurers have adopted a more meticulous approach 
to risk assessment, often engaging risk engineers for 
detailed evaluations, especially on complex or high-
value projects. This thorough analysis can extend 
underwriting timeline but ultimately leads to more 
tailored and accurate pricing. 

Summary
Overall, the current construction insurance market 
reflects a softening trend, with insurers offering more 
favourable terms and increased capacity, particularly 
in primary liability and professional indemnity lines. 
Clients who demonstrate a proactive and strong risk 
management approach tend to benefit the most from  
these underwriting trends. Notwithstanding, insurers 
remain cautious on accounts with deteriorating  
claims experience and on natural catastrophe  
exposed portfolios.

Claims trends
There has been a recent trend of cost inflation 
from some suppliers for reinstatement of works, 
with insurers questioning the justification. In these 
instances, claims have taken longer to resolve,  
leading to delays in claim settlement and payout.

The increased involvement of insurers’ law firms 
on technical claims has also prolonged the claims 
settlement process.

Claims  
trends

Despite softening  
market trends, insurers 
remain cautious around 
deteriorating claims 
experience and natural 
catastrophe exposures.
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We expect the competitive momentum in the  
Australian construction insurance market to persist into 
the second half of 2025, barring unforeseen changes, 
as insurers focus on growth and compete aggressively 
for market share.

While favourable conditions will present insureds with 
opportunities to optimise coverage and premiums, 
renewal outcomes will largely depend on how 
effectively risks are presented to insurers. To stand out 
in a market where capacity is growing and pricing is 
softening, insureds should focus on delivering clear, 
well-structured submissions supported by relevant data. 
Demonstrating strong risk management practices — 
especially on site safety, onsite risk mitigation, project 
timelines and contractual risk allocation — will continue 
to be key differentiators. This is particularly important 
for businesses operating in higher-risk or complex 
project environments.

Engaging early with your broker and being transparent 
about upcoming projects or changes to your risk profile 
can also improve outcomes. With insurers seeking 
quality over volume, those who invest in a proactive 
renewal strategy are likely to be well-positioned 
to secure such enhancements as broader terms, 
favourable pricing, or reduced deductibles.

Looking ahead

Demonstrating  
strong risk  
management in  
site safety, onsite  
risk mitigation,  
project timelines  
and contractual  
risk allocation are  
key differentiators  
for construction  
organisations.

Looking  
ahead



For further information, please contact your local Marsh office or visit our website at marsh.com/au

About Marsh
Marsh is the world’s leading insurance broker and risk advisor. With over 45,000 colleagues operating in 130 countries, Marsh serves commercial and individual clients with 
data-driven risk solutions and advisory services. Marsh McLennan (NYSE: MMC) is a global leader in risk, strategy and people, advising clients in 130 countries across four 
businesses: Marsh, Guy Carpenter, Mercer and Oliver Wyman. With annual revenue of over $24 billion and more than 90,000 colleagues, Marsh McLennan helps build the 
confidence to thrive through the power of perspective. For more information, visit marsh.com, or follow on LinkedIn and X.

Marsh Pty Ltd (ABN 86 004 651 512, AFSL 238 983)(“Marsh”) arrange the insurance and is not an insurer. This document and any recommendations, analysis, or advice provided 
by Marsh (collectively, the ‘Marsh Analysis’) are not intended to be taken as advice regarding any individual situation and should not be relied upon as such. This document 
contains proprietary, confidential information of Marsh and may not be shared with any third party, including other insurance producers, without Marsh’s prior written consent. 
Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as insurance brokers and risk consultants and are not to be relied 
upon as actuarial, accounting, tax, or legal advice, for which you should consult your own professional advisors. Any modelling, analytics, or projections are subject to inherent 
uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, or factors are inaccurate or incomplete or should 
change. The information contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Except as may be set forth 
in an agreement between you and Marsh, Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other party with regard to the 
Marsh Analysis or to any services provided by a third party to you or Marsh. Marsh makes no representation or warranty concerning the application of policy wordings or the 
financial condition or solvency of insurers or re-insurers. Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage.

It is important to note that reported pricing changes are averages and that the data used to estimate the changes cover a wide range of clients in terms of size, industry, 
location, claims history and other parameters. Many clients received pricing changes that deviated from the average, some higher and some lower.

© 2025. Marsh Pty Ltd. All rights reserved. One International Towers Sydney, 100 Barangaroo Avenue, Sydney NSW 2000. LCPA 25/424. 2515902-PA

https://www.marsh.com/au/home.html
http://www.marsh.com/au
https://www.marshmclennan.com/
http://www.marsh.com/au
https://www.guycarp.com/
https://www.mercer.com/au
https://www.oliverwyman.com/
http://www.marsh.com/au
http://www.linkedin.com/company/marsh-anz
https://x.com/marshglobal
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