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GDP in the OECD area fell by 9.8% in real terms in the second quarter of 2020 compared 
with the previous period, reflecting global COVID-19 restrictions. This is the largest drop ever 
recorded from the OECD area, with the provisional estimates showing marked falls in activity 
in all major economies.
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Introduction

Global roundup: business 
interruption and COVID-19

COVID-19 continues to create global 
uncertainty. The financial consequences 
of government shutdowns are 
unprecedented and this has led to the 
most severe economic recession in nearly 
a century. Hardest hit is the SME sector 
– in the US alone small businesses are 
estimated to be losing US$450 billion a 
month. 

Many business owners have turned 
to their insurers, expecting business 
interruption (BI) cover to provide for 
the loss of turnover caused by the crisis. 
However, insurers’ general position is 
that it was never intended for business 
interruption policies to cover losses 
arising from a pandemic – unless specific 
cover had been taken out, which in turn 
would be subject to a sub-limit of liability. 
Individual governments must shoulder 
much of the responsibility for mounting 
costs associated with the radical 
lockdowns imposed to contain the spread 
of the virus.

That said, insurers’ responses have varied 
from territory to territory, and the extent 
to which policyholders are indemnified 
depends on:

• Individual policy wordings

• Local legislation and legal precedent

• Outcome of test cases designed to 
avoid lengthy litigation

• Pressure exerted by the regulators, the 
press and lawyers

Some six months into the pandemic, 
each major insurance market is dealing 
with its own challenges and responding 
differently.

After SARS, BI claims were hotly 
contested in Asia, and so future legal 
action is expected over COVID-19 losses. 
Most insurers across continental Europe 
are taking a similar view – the virus 
doesn’t trigger damage that may result in 
BI cover – but then many are requesting 
‘without prejudice’ loss assessments, in 
case of litigation. In the United States, 
they’ve already seen an unprecedented 
number of lawsuits from policyholders. 
But in the absence of unified direction 
from the government, it’s down to 
each State to decide how these will be 
handled. While in the UK and Australia, 
we await the outcome of test cases – and 
if it’s found that further policies should 
respond, a sizeable surge in BI claims is 
bound to follow.

Drawing on the experience and expertise 
of our senior BI specialists, from across 
Sedgwick’s global business, this report 
uniquely summarises the state of play in 
respect of the key policy, industry and 
government responses to COVID-19.

At present, the global outlook remains 
highly uncertain. What we can say for 
sure is that our BI teams will continue to 
provide the help and support insurers 
and their policyholders need – whenever 
we’re needed, anywhere in the world.

If you would like to discuss the 
information included in this report, 
please contact me or any of the 
individual contributing authors, who I 
thank for their valuable support.
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Governments across Asia undertook a 
range of containment measures, including 
increased public health advice and 
monitoring, restrictions to international 
travel, and national lockdowns. In many 
countries, all companies barring the 
most essential were ordered to close, 
and employees instructed to work from 
home. While brokers and policyholders are 
looking for clarity on policy coverage in the 
event of widespread viral infectious disease, 
few claims have actually been lodged.

Common challenge

The main issue for claims handlers is 
the shortage of manpower to properly 
manage the volumes of COVID-19 
related enquiries that have been 
received. Insurers are coping with 
the surge in various ways, including 
requesting short term support from loss 
adjusting firms. There has been talk of 
a lack of co-ordinated company-wide 
response to policyholders – sometimes 
there has been a complete turnaround 
on indemnity decisions confirmed just 
24-hours earlier. Internal discussions 
continue, while insurers work their way 
through the complex policy issues.

SARS experience

Most BI claims have been unsuccessful 
due to the lack of a physical damage 
trigger. Also, BI policies often exclude 
‘extraordinary events’, ‘forced business 
closures imposed by authorities’ and 
‘infectious diseases’.

Typically, the ability to submit BI 
claims depends on the policy wording 
and would be evaluated on a case-by-
case basis. Even if the policy includes 
a non-damage infectious disease 
extension, there are still issues centred 
around causal links, the extent to 
which policyholders would be required 
to evidence these links, as well as 
definitions of keywords stated in the 
policy.

There’s also a strong legal argument 
that BI insurance is intended to cover 
property losses – and not disease 
outbreaks. During SARS, BI claims were 
hotly contested in the courts, and so 
legal challenges are likely to arise over 
COVID-19 related losses.

No interference approach

Unlike the UK and Australia, the Asia 
insurance regulatory bodies have largely 
not interfered in how insurers respond to 
COVID-19 BI claims. 

31 December 2019 – COVID-19 was first discovered in Wuhan, China. By the 
end of January 2020, the virus had spread to every province, and 20 other 
countries in the region. 

Situation by WHO Region
Americas 13,268,684

confirmed

3,904,253
confirmed

Europe

301,455
confirmed

UK

4,157,798
confirmed

South-east Asia

1,915,275
confirmed

Eastern Mediterranean

1,044,513
confirmed

Africa

492,966
confirmed

Western Pacific

Each insurer in the region has the 
autonomy to interpret their policies, and 
there’s no co-ordinated effort to resolve 
common issues. 

Across Asia, the BI protection gap has 
largely been addressed by governments, 
who have implemented programmes to 
support businesses facing significant 
disruption, as a result of COVID-19. This 
includes a variety of measures aimed 
at ensuring the availability of financing 
for businesses or supporting their 
employees. 

In a few jurisdictions, governments 
are considering ways to ensure that 
insurance coverage responds to the BI 
losses that have, and continue to be 
incurred. For example, the insurance 
industry in China is expected to play a 
pivotal role in the country’s economic 
recovery, by assisting businesses and 
individuals in mitigating the risks of 
COVID-19. 

KEY ASIA TERRITORIES COVID-19 LOCKDOWNS

Essential services only Partial internal lockdown Minor restrictions Border restrictions

Japan √ √

S Korea  √ √

Hong Kong √ √

Singapore    √ √ √

Taiwan  √ √

China  √ √

India    √ √ √

Indonesia  √ √

Malaysia   √ √ √

Philippines    √ √ √

Thailand  √ √

Source: Mercator Institute for China 
Studies

80%

60%

of jobs in China with SMEs account for

of GDP and half of national tax revenue.  
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TIMELINE
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France
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than 1,000 
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11.5

France

Begins 
to ease 
lockdown

17.3

France

Announces 
lockdown

22.3

Germany

Bans 
groups of 
more than 
two people

10.3

Europe

COVID-19 
reported 
in all 26 EU 
members 
states

17.3

Europe

Closes 
borders to 
all non-
essential 
travel

09.3

Spain

Madrid 
region closes 
all schools

26.4

Spain

Unveils 
plans 
to ease 
lockdown

22.3

Spain

Extends 
state of 
emergency 

31.1

Spain

Confirms 
first case

14.3

Spain

Announces 
lockdown

27.2

Netherlands

Confirms   
first case

27.1

Germany

Confirms 
first case

13.3

Germany

Schools and 
nurseries 
closed

15.4

Germany

Announces 
plans to 
re-open 
economy

15.6

France

Lifts travel 
restrictions 
within EU

Source: World Health Organization

Feb 1 Mar 1 Mar 31 Apr 30 May 31 Jun 30 Jul 31
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492,966
confirmed

Europe

The first European COVID-19 case was reported in France on 24 January 2020. 
Some countries, such as Spain, imposed an early lockdown to prevent the 
spread of the virus, but this approach varied from country to country. Sweden, 
for example, decided against such drastic measures. Italy, Spain and the UK 
went on to suffer some of the highest infection and fatality rates.  

Evans Vlachos  
Partner, Head of Forensic advisory services

Continental Europe

T +44 7825 861409
E evangelos.vlachos@uk.sedgwick.com

Situation by WHO Region
Americas 13,268,684

confirmed

3,904,253
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Europe

301,455
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UK

4,157,798
confirmed

South-east Asia

1,915,275
confirmed

Eastern Mediterranean

1,044,513
confirmed

Africa

Western Pacific

All non-essential services were closed – 
including airlines, airports, car dealerships, 
restaurants, hotels, gyms and salons. 
Border closures between European 
countries (and worldwide), resulted in the 
suspension of travel, which hit the airline 
industry hard. Schools and office staff have 
been working from home, where possible. 
Other businesses, such as supermarkets, 
have remained open, although with a 
dramatic increase in online shopping and 
home delivery services. 

Restrictions eased

Mid-May, a general easing of restrictions 
began, allowing people to leave their 
homes – although this has varied from 
country to country. The re-opening of 
non-essential services was delayed until 
June, while borders between European 
countries remained closed for a further 
few weeks. Social distancing rules 
continue to prevent most non-essential 
service providers from returning to pre-
COVID-19 trading conditions.

Recently, several European countries 
have seen further spikes in infections.  
In early August, Barcelona (Spain) 
introduced a night-time curfew, while in 
England, a 14-day self-quarantine rule for 
travellers returning from France, Malta, 
the Netherlands, Spain, Luxembourg and 
Belgium was reintroduced. Switzerland, 
the Czech Republic and Portugal have 
recently been added to this list, while 
Hungary has once again closed its 
borders completely.

Focus on BI cover

Most insurers across Europe are 
consistent in the view that COVID-19 
does not cause physical damage to 
property. As such, the COVID-19 crisis 
has placed a focus on BI claims around 
‘non-damage’ cover. Non-damage covers 
that may respond are generally broken 
down between:

•  Cover provided for Specified or 
Notifiable Diseases. Policies with this 
wording generally will not respond, 
as COVID-19 isn’t documented on a 
specific list of diseases. This extension 
may be triggered when cover is 
provided for the occurrence of a 
Notifiable Disease generally. This may 
allow for diseases to be covered when 
they are declared ‘notifiable’.

•  Cover provided for Prevention of Access 
to Premises. This extension is generally 
triggered where, in response to an event 
in the vicinity of the insured premises, 
the advice or actions of a competent 
authority prevent or hinder the use of, 
or access to, the premises.

In general, however, insurers across 
Europe have taken the view that they will 
not cover losses arising from a pandemic.  

With no test case currently underway 
within continental Europe, will the 
outcome of the UK test case change the 
position presently adopted by insurers?  
Or will each country continue to review 
claims on a case by case basis?

of European SMEs report turnover 
losses of up to 80%

90% 30%
of SMEs across Europe on average, 
economically affected by COVID-19 

(Source: OECD) (Source: OECD)
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UK

20 March 2020 – Prime Minister ordered all cafés, pubs and restaurants 
to close, except for take-away food. Nightclubs, theatres, cinemas, gyms 
and leisure centres were also told to close “as soon as they reasonably can”. 
Three days later, the whole of the UK went into lockdown.  

Policy wordings

All UK insurers have reviewed policy 
wordings very closely and taken legal 
advice on the potential interpretations 
that could be placed on keywords. 
Primarily, it’s the non-damage denial of 
access or government/local authority 
action wordings that are considered to 
potentially respond.

Even within those wordings there are still 
many uncertainties – such as the extent 
of any interruption or interference arising 
from denial or hinderance of access to 
the premises, and whether an ‘outbreak’ 
of COVID-19 within the defined area of 
coverage was causative of the loss.

Some insurers have accepted liability on 
particular wordings and many thousands 
of such claims have been paid or are in 
the process of being settled. Others have 
asked that we engage with policyholders, 
on a without prejudice basis (if that 
is what they wanted), in respect of 
quantum, pending the outcome of the 
Financial Conduct Authority (FCA) test 
case.  

BI claims surge

With thousands of claims to be 
reviewed, our specialist FAS team quickly 
developed smart, intuitive BI claims 
handling models. An innovative online 
data intake form was also designed, 
which automatically pre-populated our 
claims system, together with a simple to 
use BI claims calculator.

This enabled our broader loss adjusting 
team to analyse data, monitor progress 
and respond to this huge influx of lower 
complexity BI claims in just a few days. 
Our expert FAS resources were then able 
to focus on the more technical ongoing 
BI losses.

We continued to address issues as they 
unfolded, including whether furlough and 
government grants constituted savings, 
and helped insurers (where cover was 
triggered) to scope the appropriate 
adjusting approach.

FCA test case

With uncertainties around policy 
coverage, the FCA ran an 8-day test case 
against selected insurers and wordings. 

The key aspect of the test case is 
whether the government lockdown, on 
23 March, is indistinguishable from the 
occurrence of the disease itself, and also 
whether the national lockdown is just a 
combination of a whole series of local 
lockdowns that would otherwise have 
been required. The application of the 
wide-area damage/but-for test is also 
crucial in determining the extent of any 
loss, even if liability is accepted.

The outcome of the test case is due in 
mid-September, with the potential of an 
appeal to the Supreme Court in early 
2021.

Jo Suppiah 
Partner, Head of Forensic advisory services

United Kingdom

T +44 7788 350372
E jo.suppiah@uk.sedgwick.com
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Situation by WHO Region
Americas 13,268,684

confirmed

3,904,253
confirmed

Europe

301,455
confirmed

UK

4,157,798
confirmed

South-east Asia

1,915,275
confirmed

Eastern Mediterranean

1,044,513
confirmed

Africa

492,966
confirmed

Western Pacific

9,735
BI claims processed – where 
cover applies, and hundreds more 
where we’re progressing quantum 
on a without prejudice basis 

£17m
in urgent payments made by 
end of May

£60.2m
total payments made on 2,314 
claims processed to date

Sedgwick UK stats
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Australia

In Australia, case numbers and mortality from COVID-19 have been 
relatively low. In March, the impact of the pandemic was felt by citizens 
nation-wide, when travel and social activity was restricted, and a range 
of businesses were closed by government order. This included restaurants, 
hotels, clubs, gyms and salons, where there was a heightened risk of 
transmission. 

Following the lifting of many restrictions in 
late May, the state of Victoria experienced 
a second wave of infections, with a marked 
increase in case numbers. This led to even 
higher levels of restrictions on personal 
activities in the region, and more extensive 
business closures than in March. These 
restrictions are currently ongoing.

Policy wording

BI policies in Australia contain clauses 
that require physical damage for the 
BI to be triggered and COVID-19 is 
not considered to be physical damage. 
However, some policies respond to non-
physical damage and could potentially 
respond to business losses resulting 
from COVID-19. Of those that might 
respond to COVID-19, there are two main 
provisions: 

1. ‘Infectious disease’ provisions. There
is a wide range of wordings in the
Australian market to cover the impact
of the outbreak of an infectious disease.
These generally require the closure
or evacuation of the business, by a
relevant authority, as a result of an
outbreak – either at the Situation or
within a certain distance from the
Situation. Importantly, these provisions
regularly contain exclusions for certain
diseases, as discussed in more detail
below.

2. ‘Prevention of access’ provisions.
Again, there is a range of wordings
in the Australian market to cover the
impact on a business that’s prevented
from trading due to an event that has
occurred beyond its premises. These
provisions normally only respond
if physical damage has prevented
the insured business from trading.
However, there are a small number of
policy wordings that also respond in the
event of a ‘threat to life’.

Exclusions

Australian insurers have taken the view 
that it was not their intention to cover 
BI losses arising from a pandemic. In 
particular, they have relied on how most 
‘infectious disease’ provisions refer to 
exclusions, which reference relevant 
legislation. Until 2016, the relevant 
legislation was the Quarantine Act 1908. 
This was repealed in 2016 and replaced 
with the Biosecurity Act 2015.

With the outbreak of the pandemic, 
these exclusions have come under 
close scrutiny. While there are policies 
where the exclusion refers to the new 
legislation, it’s been identified that many 
policies containing the above provisions 
either do not contain an exclusion or 
the exclusion refers to the repealed 
legislation. Insurers maintain that their 
intention was that the policy would not 
respond.

Test cases

As a result of the uncertainty around 
these exclusions, the Insurance Council 
of Australia (ICA) together with the 
Australian Financial Complaints 
Authority (AFCA) are preparing test 
cases, which will be heard in the NSW 
Court of Appeal on 2 October 2020. 
While using claims from Hollard and HDI 
Specialty, these test cases would have a 
broader application across the Australian 
insurance market. 

The cases will test whether references in 
an exclusion to a quarantinable disease 
under the Quarantine Act 1908 should 
be construed as a reference to a listed 
human disease under the Biosecurity Act 
2015. It’s hoped that the hearing will be 
held in October, with a possible decision 
by November.

Australia is now in a period of ‘watch 
and wait’ as we keep a very close eye 
on the UK’s FCA test case and await 
the outcome of the Australian test case.  
Should these cases go against insurers, 
Australia could be in a position where 
thousands of policies could respond, in 
some form, to business losses arising 
from the pandemic.

Kimberley Daley
Partner, Head of Forensic advisory services  

Australia

T +61 407 077 291
E kimberley.daley@au.sedgwick.com
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Australia stats

First recession in 
30 years

0.3%
Q1 2020 – GDP fell by

7.0%
Q2 2020 – GDP fell by

Source: Focus Economics
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US stats

United States

The impact of COVID-19 on the US has been catastrophic, with over 6.1m 
confirmed cases and +187,000 deaths.     

The crisis began in March, when non-
essential businesses were restricted 
or closed – based on state-by-state 
reactions and decisions – to contain the 
spread of the virus. Industries including 
airlines, restaurants and bars, hospitality, 
recreation, beauty, as well as many other 
small businesses, have been hit hard. The 
impacts of COVID-19 to the US are ongoing 
and will continue as we navigate through 
this pandemic.

State-by-state response

Each US state is managing its own 
response. As restrictions are imposed, 
altered, and lifted, the businesses within 
each state are impacted accordingly.

The US insurance industry is still 
determining how to respond to COVID-19 
related business losses under BI policies. 
Denials are issued if policies exclude 
pandemics and/or contamination due to 
viruses. The US insurance industry also 
argues that it’s not prepared or equipped 
to cover the extent of the losses resulting 
from the COVID-19 pandemic – requiring 
insurers to do so could sink the industry.

Lawsuits

In response to the high rate of coverage 
denials to COVID-19 BI loss claims, 
there’s been an unprecedented number 
of lawsuits from policyholders. University 
of Pennsylvania Carey Law School has 
prepared a COVID-19 Coverage Litigation 
Tracker. As of week-ending August 8, 
2020, the following was noted:

• 1,092 cases filed per cumulative 
tracking

• 86% of cases filed sought BI cover

• 37% represented by food and drinks 
service industry 

The growing number of COVID-19 BI 
lawsuits are being handled by each state, 
on a state-by-state basis. The US has 
seen various rulings on these lawsuits as 
follows:

• Michigan – a lawsuit was brought 
against an insurer by a restaurant group. 
The judge ruled in the insurer’s favour 
in that there was no physical damage 
to the property, so coverage was 
not triggered. Additionally, the virus 
exclusion barred coverage.

• Texas – a lawsuit was brought against 
an insurer by a group of barbershops. 
The judge ruled that there was no 
direct physical loss and that the virus 
exclusion barred the claims.

• Missouri – in contrast to the above, a 
case was brought against an insurer by 
a group of hair salons and restaurants.  
The judge allowed the case to proceed, 
supporting the plaintiffs’ allegations 
that COVID-19 particles damaged the 
insureds’ properties.

Continued uncertainty

While uncertainty continues around how 
COVID-19 related BI claims are and will 
be handled, there are no country-wide 
test cases planned in the US. There 
has been an attempt to centralise the 
response and consolidate COVID-19 and 
related lawsuits against various insurers. 
The US Judicial Panel on Multidistrict 
Litigation rejected this proposal. The 
possibility of consolidating cases by 
insurer, however, is still open.

Decisions will likely be made by the 
courts in each state, unless overarching 
Federal guidance or regulation is 
provided. There is currently no unified 
approach – if a number of states side 
with policyholders, potentially, coverage 
could be re-examined on hundreds of 
thousands of COVID-19 related BI loss 
claims.

Robert Fox, CPA
Managing director, Forensic advisory services

United States

T +1 617 691 7252
E robert.fox@sedgwick.com
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compared to natural catastrophes such 
as hurricanes Ike, Irma and Harvey

Source: Insurance Journal

$450b

COVID-19 BI 
claims exceed 
the norm by 
two/three 
times 

lost each month in US by SMEs 
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Forensic advisory services capability

FAS employs more than 100 specialist 
forensic accountants with business 
interruption claims handling expertise. 
Through our offices in the US, Canada, 
UK, Europe, Australia, New Zealand, 
Brazil, Middle East and Singapore – we 
offer a specialist response for complex 
and highly technical BI claims, globally.   

Claims managers, captives, reinsurers 
and other insurance professionals rely on 
our expertise and experience to:

• Investigate the financial basis of a claim

• Quantify the loss of profit

• Identify and quantify increased costs 
and savings

• Provide concise reports on our findings 
which are used as the basis to settle 
claims and assist with any subsequent 
recovery actions

© 2020 Sedgwick International UKFor more information visit sedgwick.com

Global solutions.
Local expertise.
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