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Abstract 

The world has been destabilized with the outbreak of COVID-19. In the actuarial field, many 

papers are either focusing on the impact COVID-19 is having on the life and health side of 

insurance or only reporting on the cases against insurers in regards to the business interruption 

clause in the property and casualty track. The overarching goal of this paper is to use past 

instances of pandemic and other natural insurance losses to determine the possibility of a large 

loss to property and casualty insurance companies in response to their business interruption 

clause, the clause that insures businesses with day-to-day transactional losses due to damage to 

their property. Future research must be done when the dust settles and tangible data is available 

to be analyzed. For this reason alone, the method of triangulation of previous losses gives us the 

best insight into what the future will hold for businesses and insurers of business interruption 

lawsuits. 
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Process Analysis 

In the spring of 2020, my life, just like many others, got turned upside down. I was in the 

process of preparing for my second and final internship in the actuarial field. This internship was 

supposed to spring me into the life and health actuarial track, the field where you would think the 

most COVID-19 impact could happen, or so I thought. As COVID-19 got worse, my internship 

was sadly, but fortunately cancelled. I got another internship in the property and casualty track, 

where I did a research project on workers compensation and the topic of COVID-19 appeared as 

a possible cause of loss in this line of business. As I continued to learn, the suit against insurance 

companies from businesses in regards to the business interruption clause started to erupt. I 

realized how important it is to understand how policies are written and how assumptions, though 

inevitable in my profession, can also be detrimental if they are used against you in response to 

not being explicitly clear.  

As I started to apply for full time positions in both fields, I received a lot of insight into 

how the different insurance tracks are having to handle COVID-19 impacts. When I first started 

writing this paper, I didn’t know what track I was going to end up picking and therefore had a 

very broad research topic of COVID-19’s impact on insurance companies. Once I picked the 

property and casualty track, I specified my research into one that focuses on the impact COVID-

19 can have on businesses and the business interruption clause. 

Throughout this whole process, I have learned invaluable information that will continue 

to push myself further into the actuarial profession. One example of this is to always be 

speculative of data given. As my actuarial mentor said to me during this process, “anything can 

go wrong with data analysis. It is up to the actuary to decide how relevant data is and how much 

emphasis we should put onto each topic. I am 100% certain I will give you an answer. I am also 
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100% certain that the answer I give will be incorrect. The real kicker is that I am 90% certain 

that the answer is within this certain range.” This line of thought has pushed me into creating a a 

paper that can be beneficial for both insurers and insureds alike when thinking about the impact 

of COVID-19. It may not be entirely precise, but based off of the past data it is relatively and 

significantly accurate, which is the basis to all actuarial line of thinking. 

Introduction 

 The unprecedented COVID-19 pandemic created many economic challenges, not only to 

individual consumers, but also to companies (the producers) and the GDP of entire countries. 

Although this may be true for many industries, the insurance industry is in a unique position 

when it comes to predicting and preparing for the future. The main goal of insurance is to create 

enough profit to sustain catastrophic events by predicting how much loss a group of people will 

have in the future. Clearly, pandemics cannot be taken as a black swan but a natural disaster, so 

it has to be calculated into pricing, and this is why most insurance companies are not too worried 

(Goodell, 2018). With that being said, there have to be changes in the actuarial and underwriting 

practices in order to keep insurance companies financially afloat in the event of pandemics with 

an increasingly connected world. Knowing the ins and outs insurance and the inevitable changes 

the insurance industry will make can indefinitely help individual consumers predict and prepare 

for their own financial future. 

Predicting the result of COVID-19 business interruption cases will be difficult within 

itself, and may not be terribly accurate, but may be accurately justified by connecting the dots 

between business interruption court cases, Catastrophic Losses due to Natural and Man-Made 

Disasters, and Public Health and Economic Prosperity. Since there isn’t much raw data out yet 

about COVID-19’s impact on insurance companies, the three topics that will be cross-examined 
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and triangulated are: insurance surrounding pandemics and epidemics, insurance surrounding 

natural disasters and insurance exclusions.  

Literature Review 

 For centuries, insurance has followed the same formula: people pay a premium every 

month in return for a promise that if there is a loss against the item that is insured, they will be 

properly reimbursed. It first started with Lloyds of London insuring boats and cargo traveling 

across the Atlantic Ocean and now it encompasses every part of daily life from life insurance to 

auto insurance to flood insurance to workers compensation to Taylor Swift’s legs (Rejda & 

McNamara, 2020). 

 Property and casualty insurance is insurance that covers property damage and any 

liability that might happen. This is best explained by car insurance if you were to get in an 

accident: Property insurance covers the car and liability insurance covers any damage that you 

are legally obligated for whether it is physical or property damage. Property and casualty also 

covers business interruption. Business interruption has historically only covered businesses with 

financial help when their business has had physical damage and consequently have lost revenue 

(Allstate, 2019). COVID-19’s impact on property and casualty insurance with the business 

insurance clause could be detrimental to insurance companies as it was not in their business 

plans to pay for such an event. To dissect the impact COVID-19 could have on the profitability 

on insurance companies, three key factors in insurance must be considered: financial stability, 

assumptions, and underwriting. This would include the explanation of key insurance topics such 

as the law of large numbers, the 1 in 250 rule, mortality assumptions, and underwriting 

techniques (Rejda & McNamara, 2020). Drawing from my analysis of past catastrophic 

exposures, I find there are a few possible outcomes that insurers will take and explain the 
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ramifications of such actions in the short and long run. This basic knowledge and explanations of 

future outcomes of the COVID-19 pandemic will not only explain to non-industry professionals 

how insurance companies could be one of the least scarred coming out of the pandemic, and 

hopefully put emphasis on preparing for very rare events.  

Method 

 Following similar deductive reasoning found in actuarial and economic scholarship, I am 

using relevant historical data to predict the impact COVID-19 may have on insurance companies. 

The method of this study, in its most bare form, is an analysis of many sources to triangulate 

findings that will predict the impact of COVID-19 on property and casualty insurance. 

Catastrophic events are common in the insurance industry and are often studied. These studies, 

with further analysis and triangulation, or in other words cross examination, will allow for 

preliminary predictions of the impact a pandemic, such as COVID-19, could have on insurance.  

 In particular, I will examine insurance surrounding pandemics and epidemics, insurance 

surrounding natural disasters and insurance exclusions. Researching and completely 

understanding these three topics are imperative to being able to preliminary determine the 

insurability and economic impact COVID-19 will have on United States insurers.  

The findings from pandemic insurance almost directly correlate with the impact of 

COVID-19 on the insurance industry, as COVID-19 is a world-wide pandemic itself. Therefore, 

this topic will take higher precedence in the research and analysis. Such relevant historical 

impacts of pandemics and epidemics come from diseases such as SARS, Malaria, and 

HIV/AIDS. Prior research on how these three diseases have impacted an insurance company’s 

insurability/predictability of these diseases will be analyzed and cross-examined with other 

papers on the same topic. 
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The findings from natural disaster insurance claims will support the findings from the 

pandemic insurance topic stated above. As natural disasters normally take on the form of a 

catastrophic event, the findings from this topic will better help predict the outcome if courts rule 

in favor of businesses in regards to discussion of the business interruption clause. Therefore, this 

topic will be the bridge connecting the topics of pandemics to property and casualty catastrophic 

events.  

The implications of the business interruption clause fall under the section of exclusions. 

If the BI clause is turned over in courts as being in favor of businesses, it will impact insurance 

companies to some degree. Consequently, it is imperative to know how the clause is written and 

the results and reasonings for how courts have ruled this battle so far to predict the implications 

of it being used for COVID-19 coverages.  

Finally, the impact on property and casualty insurers can be found in the court cases of 

business interruption clauses. The empirical theories from economics and actuarial science in 

regards to interest rates, investments and reserving, along with up-to-date governmental and 

insurance policies will help better determine the impact from this specific topic. 

The categorization of the subtopics into the three main topics will better help with 

accurately triangulating the data from the sources. Triangulation of the three topics alongside 

deductive reasoning from theories will better predict the true impact of COVID-19. One 

challenge is going to be accurately weighting the importance and significance of the impact from 

each topic onto the entirety. To deal with this, and for simplicity, I have left all impacts from the 

topics as an equal 33% of the total impact.  

 It is important to know how these topics are all related and how they will be triangulated. 

The pandemic and epidemic section will show how communicable diseases impact health and 
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wealth. The natural disaster section will show how catastrophic losses impact insurers. Finally, 

the court case section will shed light on the business interruption clause and the cases that are 

already happening. The epidemic section and the natural disaster section will be cross-analyzed 

to show the financial responsibility of the two on insurers and politicians. The natural disaster 

section and the court cases section will be cross-analyzed to show the implication the business 

interruption clause can have on insurers. Finally, we will use the cross-analyses to predict the 

possibility of insurer profitability due to COVID-19 due to the business interruption clause. 

The data will come from a variety of journals and articles from publications such as The 

Journal of Law and Economics, The Review of Economics and Statistics, and Business 

Insurance. These journals and articles will help derive the information necessary in predicting the 

impact.  

Findings and Analysis 

Since many health insurers are seeing a decrease in the frequency and severity of claims, 

for a plausible reason of telemedicine, and many life insurers are seeing a decrease in the number 

of payouts, primarily due to the decrease in the number of deaths (could be seen by the decrease 

in automobile deaths), we will focus on the possibility of property and casualty insurers finding 

losses in their business interruption clauses. A practical analysis of this must be done using 

tangible data. Since data on the financials of the economy and the costs that the pandemic will 

bear on the economy, the insurability of the disaster, and the social and political movements 

happening are extremely limited, we must use a combination of past experiences in order to lead 

to a more robust prediction of the impacts of COVID-19.  

To understand the magnitude of the impact the business interruption clause could have on 

property and casualty insurance companies, we have to understand a few things. To begin, we 
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have to understand the economic downturn the pandemic has had on businesses. To do this we 

will look at how public health and the economic prosperity has coexisted in the past. Secondly, 

we have to understand the impacts catastrophic events have had on insurance companies. To do 

this we will look at how insurance companies deal with catastrophic losses. Finally, we will look 

at the business interruption court cases and what insurance companies are liable to pay for during 

this pandemic. 

Public Health and Economic Prosperity  

 Health and economics definitely play off each other, especially as you look at the 

difference between developed and underdeveloped countries. The issue is when an epidemic, 

endemic, or pandemic arises in such a country. How does a country deal with such a thing? Does 

the consequence of a pandemic reflect on the health of a country, which in turn impacts the 

wealth of the country? Or, does the pandemic cause a change in the wealth of the country which 

in turns impacts the health of the country? The answer, in short, is yes. 

 Recent studies have shown the impact of communicable diseases, diseases easily spread 

in a world that is highly interconnected, are significant on the economy of the nation. Countries 

that do no invest in systems that could mitigate the risk of economic downturn in response to this 

natural disaster tend to see a more devasting spiral. The reason these systems are not in effect are 

because politicians want to stay in power in the short run and to do so, make policies that sound 

appealing to the population in the short run. People may not think about the long run as they are 

struggling each day to get to tomorrow. Sadly, and to the disparity of the population, politicians 

and governments do not create the policies that the country needs for prosperity in the future. An 

example of these things can be found in third world countries. Many third world countries are 

disproportionately poor as the average wage is significantly lower than what is required to attain 
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the essentials like food and shelter. Political greed and wars tend to dismantle any hope for a 

better life as the government continues to make short run decisions to not increase the pay for 

manual labor, as this could dismantle the global economy. Consequently, this causes the average 

standard of living and access to healthcare be so limited that there is a younger average death 

rate. Since life expectancy is frequently used as a measure of a country’s health, life expectancy 

will frequently be referenced.  

In underdeveloped countries, many of the young deaths can be attributed to the inability 

to attain the second, and maybe even first, level of Maslow’s hierarchy of needs. It is important 

to look at underdeveloped countries because they have the most exposure to epidemics without 

having the proper infrastructure in place to handle it, much like developed countries without the 

infrastructure to handle pandemics. Unfortunately, the health of the country is significantly 

impacted by a communicable disease both economically and in regards with health. First, we will 

discuss the impact a pandemic will have on the health of an underdeveloped country and how 

that effects the economy. Secondly, we will discuss the impact a pandemic will have on a third 

world economy and how that will impact the health of the economy. Lastly, we will discuss how 

a pandemic can impact a first world country that does not have the necessary policies to fight 

against a pandemic such as COVID-19. 

 A pandemic is described as a communicable disease that impacts a larger geographical 

area for a longer period of time than an epidemic. Like any illness, without proper health care, 

individuals will suffer more and for a longer time period. Without any health care, easily cured 

illnesses can turn deadly. This has a major impact on the economy of a third world country. 

Impoverished areas need to go to work in order to provide for their family, even when they are 

sick. When they do this, illness exponentially grows at work, especially with hard labor as the 
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immune system is already compromised due to the intense physical labor. “[G]ood health boosts 

labor productivity. As with school children, healthier workers attend work more often and are 

more mentally alert and physically energetic” (Bloom & Canning, 2006). Without sick time or 

access to health care, these people continue to get sicker until they can no longer go to work 

because they have died or are too frail to go to work. This forces their children to stop going to 

school in order to make money for the family, if they had that luxury to begin with, or work 

longer hours. As “better-educated children… have greater potential to contribute to a country; 

[there is more] economic development when they reach working age” (Bloom & Canning, 2006). 

The country loses a generation that can benefit the economy in the long run. It has been 

researched and proven that we have seen significant changes in education, fertility, and saving 

rates that may have resulted from the influenza epidemic” (Bloom & Canning, 2006). 

 A pandemic can cause a lot of damage to the economy first, as we have seen with 

COVID-19. Businesses are forced to shut down, so the economy is slowed down due to 

inactivity. People are not buying as much as they used to, so sales decrease. As demand for 

consumption shifts left, the supply of products decreases. This leaves less room of profitability 

for businesses as they are not able to sell as much. Therefore, the company has to make changes 

in order to stay afloat. They start to lay people off and or try to limit all other expenses in order 

to stay in business. If you take a look at the airline industry, companies like American Airlines 

plan to lay off 17,500 employees in order to stay in business (Gilbertson, 2020). People are 

afraid to travel and are even restricted/forewarned of doing so (CDC, 2020). The decrease in 

travel is significantly hurting the tourism economy, which is a major source of revenue for many 

cities throughout the world (US Travel Association, 2020). Although the impact of COVID-19 is 

not yet calculable, SARS, a much less deadly disease which only killed 1,000 people, is thought 
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to have caused over $11 billion dollars in tourism business alone (Bloom & Canning, 2006). As 

people get laid off and bills start to pile, they start to be start to sell their belongings and exhaust 

their emergency funds. This in turns leaves them more susceptible to harder economic decisions 

when they get sick in the future. Debt continues to pile and eventually, even middle-class 

families can quickly fall into poverty, increasing their chances of contracting a communicable 

disease. An example of this can be found in Russia during the 1990’s. Political and economic 

stress had severe effects on health systems. Diphtheria thrived and there was a resurgence of 

tuberculosis and measles (Bloom & Canning, 2006).  

 These issues are not only relevant to third world countries as for the evidence we have 

seen in the United States. For instance, due to COVID-19 the United States Government has 

already added $XXX to the national debt. Countries without investment into epidemic 

prevention and response systems can be hit just as hard as the impoverished, third world 

countries. This is because the world is ever more connected. “Globally, the long-term 

vulnerability to epidemics should decrease as development standards rise, but a more highly 

connected world may actually promote the occurrence of infectious disease epidemics” (Bloom 

& Canning, 2006). An interesting topic of discussion revolves around the impact COVID-19 is 

actually having. According to the CDC, the majority of the human devastation that comes with 

COVID-19 is to the older generations. Starting at age 55, there is exponential growth in the 

number of COVID-19 associated deaths. This leads to the conclusion that there may be an initial, 

minimal, positive impact on GDP per capita as there was thought to be during the Black Death 

(Bloom & Canning, 2006). The negative impact of this virus on GDP doesn’t come from the 

death of people but the mass hysteria that causes disruption in day-to-day business. For instance, 
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in the United States, mass hysteria and lockdowns due to the pandemic have caused nearly 

100,000 small businesses to shut down (Sraders & Lambert, 2020). 

Catastrophic Losses due to Natural and Man-Made Disasters 

Catastrophic losses come from a range of natural and man-made disasters from 

earthquakes, hurricanes, tornadoes, and flooding, to wildfires and terrorist attacks. Some of these 

natural disasters are made worse by personal and governmental choices. For instance, we 

continue to rebuild cities such as Miami, Florida, that continue to get destroyed by hurricanes. 

These losses could be mitigated if we put into practice 1 of the 4 ways to deal with risk: risk 

avoidance. The issue is that we continue to not learn from past history and continue to build 

there, this is where the second and third way to deal with risk comes into play: risk transfer and 

risk reduction. Consequently, most people tend to choose risk transfer and give the risk to the 

insurance companies at the cost of a premium. The insurance companies apply the risk reduction 

as they underwrite the policy. This ensures the insurance company will not take on the risk of the 

loss of everything, but select things, up to a certain limit, based on the amount of premium paid 

for the policy.  

Many insurance policies cover catastrophic losses and within these policies, especially 

for businesses, there is a clause that helps with business interruptions. The purpose of this clause 

is to ensure businesses the money they would make if their business wasn’t interrupted with a 

natural disaster. One instance would be if the business had to shut down for a week in order to 

rebuild the store after flooding made the business unable to open for a period of time. Most 

business interruption clauses are worded in order to follow the last method of risk mitigation: 

risk reduction. The wording reduces the amount of risk the insurance company is responsible to 

cover. For instance, the wording eludes to the insurance company only having to pay if there was 
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physical damage to the building that causes a business interruption. The issue for insurance 

companies is sometimes the wording is too vague. When the underwriter does not make the 

policy explicitly clear, there is room for inferences. This leads to lawsuits from business owners 

against insurance companies for business interruptions which were never covered in the first 

place. This discussion is included in this section for two reasons: 1. the business interruption 

clauses only correlate with the property and casualty insurance and more importantly 2. if the 

courts approve the claims as a true business interruption, then the claims are likely to follow the 

losses found in the most extreme catastrophic losses, most often found in property and casualty 

insurance. In this section, we will discuss how insurance companies deal with this type of 

catastrophic risk and what is likely going to happen in the future. 

In the same way that individuals transfer risk to insurers, insurers transfer the extreme 

risk to reinsurers, which are insurers of insurance companies. To do this, the direct insurers cede 

a portion of their risk and collected premium to a reinsurer like Swiss Re. This allows the 

primary insurance company to be at ease, knowing they will not have to pay for a catastrophic 

event past a certain limit. In other words, they will only have to pay up to the limit, 

predetermined with the reinsurer, then the reinsurer will cover a certain amount above the limit. 

The transfer of volatile and severe risk onto reinsurers allows for insurance companies to stay 

solvent and also gives the most coverage to the insured as possible.  

In essence, insurance on natural disasters is only profitable with the idea of pooling of 

risks. It is essential to insurance companies to have a diverse portfolio and to have a line of 

business that does not take place in just one town. Insurers try to write risks that are not highly 

correlated in order to spread out the risk of a major single loss. For instance, if an insurer only 

insures property damage in Miami, Florida, there is a high chance that there is going to be a 
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tremendous loss if Miami gets hit by a hurricane. But, if an insurer insures a few houses in 

Miami, a few in Texas and a few in Ohio, there is a lower chance that the same hurricane, or 

another natural disaster, will have such catastrophic losses to the insurer at the same time. By 

insuring multiple states, the insurer has correctly used the pooling of risks. A rule of thumb that 

insurers try to follow is the 1 in 250 rule. Insurers are prepared to handle the projected worst 

natural disaster for the next 250 years to happen this year. Although they may be prepared for a 1 

in 250 event, anything more detrimental, like COVID-19, would still have to be paid out even 

though the insurance companies may not have the assets to cover such a loss. The reason why 

COVID-19 could be so detrimental is because there is no business that is safe from it; everyone 

is dealing with it.  

Court Cases  

There have been 17 lawsuits against insurers for business interruption claims since 

COVID-19 interrupted our society’s way of life. For the safety of the people, businesses were 

forced to shut down, exhaust their emergency funds, and adapt to a new way of selling to the 

people. While some companies prospered, other companies fell short and had to shut their doors 

for the last time. This predicament has caused businesses to start filing for lawsuits against 

insurance companies claiming that their losses are due to a business interruption. Although this 

may seem like a landslide win for businesses, the writing in the business interruption clause is 

explicit and vague at the same time. In most policies, there has to be physical damage to the 

property in order for there to be a claim. Since this is the case, businesses are claiming COVID-

19 is a physical substance attaching to its building and is causing business interruption. The next 

two paragraphs are a quick snapshot of two cases. 



14 

 

Erie Insurance vs DC Restaurant Owners. DC mayor Muriel Browser shut down 

restaurants, just like many other mayors. The plaintiffs were dismissed based on the precedence 

that the mayor shutting them down did not inflict any “direct physical damage” (Sams, 2020). 

Another argument transpired with the definition of defining “loss”. Does it mean “loss of use” or 

does it mean “damage” or something entirely different. The court decided, in this instance, that 

the loss needed to be done by something that involved a direct physical intrusion of the property, 

something the mayor was not responsible for doing. The final argument that emerged came down 

to the contract exclusions that did not list pandemics as an exclusion and therefore should be 

covered. The judge explained that this would be a valid argument if there was a physical 

intrusion of the property. Since there was not, the judge ruled in favor of insurers. 

Franklin Mutual Insurance Co. vs Optical Services USA. This is one of few cases that 

have been ruled in favor of the business. The decision was based on the judge’s conclusion that 

the term “physical” can mean more than material alteration or damage (Sams, 2020). The New 

Jersey business did not claim that COVID-19 was attached to the building but rather the civil 

authority order forcing the business to close amounted to a covered physical loss of the property. 

The judge discussed that there needs to be more discussion as the plaintiff’s argument questions 

the novel theory of insurance coverage. With all of this being said, there is still a chance for this 

case to be dismissed. With New Jersey already having cases that have been turned in favor of 

businesses with similar claims with ammonia leaks and power outages, there is a chance 

businesses will get a win in New Jersey. 

Triangulation 

The epidemic section and the natural disaster section will be cross-analyzed to show the 

financial responsibility of the two on insurers and politicians. Elnahas et. al articulate the 
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corporate decision-making process when there is a high probability of natural disasters. Although 

this is not a direct correlation to the COVID-19 pandemic, their findings are interesting enough 

to draw some overlapping correlations. It is plausible, because a pandemic is so rare, insurance 

companies are complacent with saving it as a 1 in 250 event and only maintaining a minimal 

amount of assets for such a catastrophic event. Similarly, it is plausible that insurance companies 

will write insurance policies that will completely dismantle any chance of having to pay out for 

any pandemic because of they want to reduce the risk transferred upon them. An example of this 

is wildfire insurance in California. As some insurance companies won’t write any business in 

California due to the overwhelming risk of wildfires, the ones that do may be looking at more 

short-term risks and less favorable rates in order to stay profitable. The higher volatility causes 

changes in corporate decisions when leveraging corporate insurance policies (Elnahas, 2018). 

This could be a positive outcome of COVID-19 as many companies may try to stay ahead of the 

curve to allow non-essential employees to work from home and to give/have the essential 

tangibles necessary when, not if, another pandemic strikes.  

Willis and Al-Shahery (2014) explain how the Terrorism Risk Insurance Act, TRIA, was 

introduced into the market after 9/11 to be a government subsidized insurance to cover any 

terrorist attacks on US soil. Parallels can be drawn from this type of insurance to the need for 

governmental assistance in the backing of pandemic and epidemic insurance. Like terrorism, it is 

more difficult to predict frequency and severity of such claims, which makes it hard to profitably 

and equitably write this insurance. The ability for the insurers to be confident that they can act 

swiftly without hesitation to help out in such a massive disaster is imperative to the ability of the 

country getting back on its feet. Subsidized insurance can help reduce the overall economic 

impact of such a man-made attack or natural disaster. TRIA is not the only subsidized insurance 
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as there is also national flood insurance subsidized by the government. Both of these subsidized 

programs have given reassurance to both companies and individuals, the ultimate goal of 

insurance. It should be in consideration to make a provisional government backed pandemic 

insurance investment for COVID-19 and a permanent government backed insurance policy for 

future pandemics. 

It is evident that there is a catastrophic loss that has come from business interruption due 

to COVID-19. The decision on who is responsible for that loss is still in question. However, 

what can be said is all surrounding underwriting and law making and for this it is best to look at 

history. As seen after Hurricane Katrina, many insurers decided to never insure property in 

Louisiana again. However, many smaller insurers came together and picked up the claims and 

policies the other insurers abandoned. The government made efforts to make the insurance 

market more attractive for both the insurers and the insureds by partially subsidizing and creating 

higher state backed limits for claims. Just like that, Louisiana homeowners have insurance again, 

although it is one of the country’s most expensive policies comparatively to other states. Given 

the research, the business interruption claims surrounding COVID-19 are most likely going to be 

handled in the same way. The extreme losses are going to deter some underwriters from writing 

any business interruption clauses again but there are going to be others that see profit by 

increasing premiums and having stricter underwriting guidelines. It is also a possibility that the 

government will give a subsidy to write such a pandemic insurance. 

Conclusion  

Finally, it must be said that if business interruption gets ruled in favor of businesses, then 

there is going to be a catastrophic loss such as the ones we see from natural disasters, but 

possibly larger. With that being said that it is extremely important for business owners to: 1. stay 
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up to date in court cases happening in their state and 2. to financially prepare for the possibility 

of a pandemic happening again. It is also important for laypeople to reach out to their elected 

politicians to push them into making pandemic infrastructure and issuing a government 

subsidized pandemic insurance. Finally, it is important for insurers to consistently monitor the 

court cases and new laws regarding this topic in order to properly insure future, and potentially 

past, exposures. 
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