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Media Release: Offshore wind industry poised for
growth, but economic pressures and tech
innovation need to be managed

¢ Inits new report, ‘A turning point for offshore wind’, Allianz Commercial
highlights growth opportunities, tech innovations, risk trends, and loss
patterns for the global industry.

e Damage to cables is the top cause of insurance claims, followed by turbine
failure.

e Speed of build-out is creating pressure on materials and supply chains,
port infrastructure, and available construction and maintenance vessels.

e Bigger turbines and new technology drive bigger exposures for insurers
which need to be understood in partnership with developers.

e Weather and natural catastrophe risks are increasing as sector expands
into new territories.

Munich, 21 September 2023

The potential of offshore wind as a viable source of clean power for the energy transition is
indisputable. Investment in the sector is growing rapidly around the world, the power capacity
of installations is ramping up, and technological innovations are proliferating — from multi-
purpose windfarms and floating installations to next-generation connectivity and drone-based
maintenance. Developers and their insurers need to manage a range of risks to successfully
scale offshore wind globally, among them prototypical technology, economic pressures, more
extreme weather conditions, cable damage, and collision perils, as well as environmental
concerns.

In its new report, A turning point for offshore wind, Allianz Commercial, as a leading insurer of
renewable energy and low-carbon technology solutions, highlights growth opportunities, tech
innovations, risk trends, and loss patterns for the offshore wind industry as the sector prepares
for global growth.

“Offshore wind farms are highly complex projects,” says Anthony Vassallo, Global Head of
Natural Resources, Allianz Commercial. “The lessons learned from past losses — which are

primarily damage to cables and turbines — are essential for the industry to continue to grow
sustainably. Emerging risks need to be explored, too, as developers prepare for widescale
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deployment of offshore wind around the globe. The size of turbines is ever increasing, wind
farms are moving further out into harsher marine environments where they are more exposed
to extreme weather, and technological innovation is constantly progressing. Navigating
biodiversity issues in coastal communities will also become more important as demand for
ocean space is set to increase fivefold by 2050.”

China has overtaken Europe as biggest market

More than 99% of the total global offshore wind installation is in Europe and Asia-Pacific today,
but the US is investing heavily in this sector and China has overtaken Europe as the world’s
biggest market, with half of the world’s offshore wind installations in 2023 expected to be in the
country. In 2022, 8.8GW of new offshore wind capacity was added to the grid with global
installed capacity reaching 64.3GW. Around 380GW of offshore capacity is expected to be
added across 32 markets over the next 10 years, according to the Global Wind Energy Council.

While growth ambitions are huge, all is not plain sailing for developers, according to the report.
Spiraling costs have halted major wind projects recently and the industry is impacted by
inflation, capital expenses, rising interest rates, and geopolitical instability. The cost of materials
and vessel hire have risen, while the supply of materials and access to contractors remains
challenging. Supply chain bottlenecks, lengthy permitting procedures and delays to grid
connections are also exerting pressure.

“The scale and scope of the global offshore wind roll-out is epic. It requires the expansion of
manufacturing footprint, port facilities, and infrastructure. And it needs to be fast-tracked by all
stakeholders in a joint effort — financial institutions, corporates, and governments,” says Adam
Reed, Global Leader Offshore Renewables and Upstream Energy, Allianz Commercial.

Cables top cause of claims

Both the energy sector and the insurance industry have considerable expertise when it comes to
managing the perils of offshore wind activities. In one of its largest offshore wind insurance
markets, Germany and Central Eastern Europe, Allianz Commercial has seen 53% of offshore
wind claims by value from 2014 to 2020 relate to cable damage, followed by turbine failure as
the second major cause (20%). From the loss of entire cables during transport to the bending of
cables during installation, cable losses have incurred multi-million-dollar losses in offshore wind
as cable failure can potentially put a whole network of turbines out of commission.

“Cable risk is critical and therefore the quality of service is vital. Contractors need to provide
assurance they have the required expertise to remedy incidents and that they can source
replacement components quickly in order to contain losses incurred during downtime,”
explains Reed. “From an underwriting perspective, with subsea cabling work insurers pay close
attention to the type of cabling used, the kind of vessels involved, the communication between
client and contractor, and how often qualified risk engineers will make site visits to oversee
proceedings.”
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Tech innovations breaking the mold

The sector has to carefully manage the deployment of emerging technologies at scale. Novel
approaches include so-called ‘energy islands’ which share power between grids and nations
and multi-purpose wind farms that produce green hydrogen or house battery storage facilities.
Pilot projects such as the Offshore Logistics Drones from German utility company EnBW explore
the deployment of drones for the maintenance and repairs of turbines, reducing the reliance on
helicopters and humans. While most offshore wind power is currently ‘fixed-bottom’, the
development of leading-edge floating wind technologies in deeper ocean waters is poised for
commercialization.

Managing the increasing size of wind turbines is another key challenge. In the last 20 years they
have nearly quadrupled in height — from around 70m to 260m — almost three times taller than
the Statue of Liberty in New York. Rotor diameters have increased fivefold in the past 30 years.
Wind turbines with capacities of 8 or IMW are common, but newer models reach 14 to 18MW
with a wind farm project in Australia recently announcing plans to use 20MW turbines.

“With new technological approaches and an increase in turbine size comes a corresponding
increase in risk. We are closely monitoring the many innovations in the offshore wind industry
which include prototypical technologies, pilot projects, and evolving standardization. These
new and unproven technologies often come with a lack of technical maturity and data
available. By partnering with clients in the early stages of projects, and exchanging knowledge
and learnings, all parties will gain a greater understanding of the exposures involved,” says Dr
Wei Zhang, Senior Risk Consultant, Natural Resources, Allianz Commercial.

Availability of specialist vessels and collision incidents also pose challenges

Another pressing problem identified in the report is the availability of specialist vessels. A bigger
fleet globally is needed that goes beyond Europe as a current primary location including
installation, jack-up and support vessels. Meanwhile, vessel collision with turbines and offshore
infrastructure can also result in significant losses, with an uptick in incidents seen in recent
years, the report also notes. Although, to date, these have typically involved smaller vessels,
often as a result of human error, there have also been a number of incidents involving larger
vessels, an increasing concern given 2,500 wind turbines are due to be installed in the North
Sea alone before 2030.

Navigating harsher environments

Although the offshore sector in Europe has significant expertise in managing operations in
hazardous marine environments, as it expands around the world, there will be new
developments further from shore in territories prone to different types of weather conditions
and natural catastrophes. “On the East Coast of the United States or Taiwan, for example, wind
speeds and wave action will be much more significant. It remains to be seen whether climate
change will heighten the risk, as rising sea surface temperatures can intensify the strength of
hurricanes,” explains Reed.

Despite its invaluable contribution to the net-zero transition, the offshore wind industry needs to
be mindful of responsible development and environmental stewardship, the Allianz report
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points out. This includes managing its impact on biodiversity and marine wildlife or the sourcing
of required raw materials such as rare earth elements or lithium.

Allianz is supporting some of the most exciting offshore developments, whether as an investor
orinsurer. In its recently launched Net-Zero Transition Plan, Allianz Commercial committed to a
revenue growth of 150% for renewable energy and low-carbon technology by 2030. In addition,
Allianz committed to €20 billion in additional investments for climate and clean-tech solutions.
As an investor, the company is contributing to about 100 wind farm and green energy projects
such as Hollandse Kust Zuid in the Netherlands, He Dreiht (Germany), or NeuConnect
(UK/Germany). Allianz Commercial provides insurance coverage solutions across all stages of
offshore wind development, construction and operations and is the insurer of many
developments, among them Revolution Wind (US), Dogger Bank Wind Farm (UK), NeuConnect
(UK/Germany) and Jeonnam 1 (South Korea).

For further information please contact:

Global: Hugo Kidston Tel. +44 203 451 3891 hugo.kidston@allianz.com
Johannesburg: Lesiba Sethoga  Tel. +27 112147948 lesiba.sethoga@allianz.com
London: Ailsa Sayers Tel. +44 203 451 3391 ailsa.sayers@allianz.com

Madrid: Laura Llaurado Tel. +34 660 999 650. laura.llaurado@allianz.com
Munich: Heidi Polke Tel. +49 893800 14303  heidi.polke@allianz.com

Andrej Kornienko Tel. +49 171 4787 382 andrej.kornienko@allianz.com
New York: Jo-Anne Chasen Tel. +1917 826 2183 jo-anne.chasen@agcs.allianz.com
Paris: Florence Claret Tel. +33 158 85 88 63 florence.claret@allianz.com
Rotterdam: Olivia Smith Tel. +27 112147928 olivia.smith@allianz.com
Singapore: Shakun Raj Tel. +65 6395 3817 shakun.raj@allianz.com

About Allianz Commercial

Allianz Commercial is the center of expertise and global line of Allianz Group for insuring mid-sized businesses, large
enterprises and specialist risks. Among our customers are the world’s largest consumer brands, financial institutions
and industry players, the global aviation and shipping industry as well as family-owned and medium enterprises which
are the backbone of the economy. We also cover unique risks such as offshore wind parks, infrastructure projects or
Hollywood film productions. Powered by the employees, financial strength, and network of the world’s #1 insurance
brand, we work together to help our customers prepare for what's ahead: They trust on us for providing a wide range
of traditional and alternative risk transfer solutions, outstanding risk consulting and Multinational services as well as
seamless claims handling. Allianz Commercial brings together the large corporate insurance business of Allianz Global
Corporate & Specialty (AGCS) and the commercial insurance business of national Allianz Property & Casualty entities
serving mid-sized companies. We are present in over 200 countries and territories either though our own teams or the
Allianz Group network and partners. In 2022, the integrated business of Allianz Commercial generated more than €19
billion gross premium globally.

These assessments are, as always, subject to the disclaimer provided below.

Cautionary note regarding forward-looking statements

This document includes forward-looking statements, such as prospects or expectations, that are based on
management's current views and assumptions and subject to known and unknown risks and uncertainties. Actual
results, performance figures, or events may differ significantly from those expressed or implied in such forward-looking
statements.
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Deviations may arise due to changes in factors including, but not limited to, the following: (i) the general economic and
competitive situation in the Allianz’s core business and core markets, (ii) the performance of financial markets (in
particular market volatility, liquidity, and credit events), (iii) adverse publicity, regulatory actions or litigation with
respect to the Allianz Group, other well-known companies and the financial services industry generally, (iv) the
frequency and severity of insured loss events, including those resulting from natural catastrophes, and the
development of loss expenses, (v) mortality and morbidity levels and trends, (vi) persistency levels, (vii) the extent of
credit defaults, (viii) interest rate levels, (ix) currency exchange rates, most notably the EUR/USD exchange rate, (x)
changes in laws and regulations, including tax regulations, (xi) the impact of acquisitions including and related
integration issues and reorganization measures, and (xii) the general competitive conditions that, in each individual
case, apply at a local, regional, national, and/or global level. Many of these changes can be exacerbated by terrorist
activities.

No duty to update
Allianz assumes no obligation to update any information or forward-looking statement contained herein, save for any
information we are required to disclose by law.

Privacy Note
Allianz Commercial is committed to protecting your personal data. Find out more in our privacy statement.
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