
Whilst it is commonplace for insurers to communicate the 
importance of adequate levels of insurance, this message 
is more critical than ever given the proverbial perfect storm 
of events that has led to contractor shortages and soaring 
inflationary costs across the construction sector.
It is generally well known in the strata building insurance 
industry that:
-	� There is a need to insure for full replacement and 

reinstatement value;
-	� Include removal of debris, professional fees and an 

allowance for cost escalation over a period of time; and

-	� In most states and territories, there is a requirement to 
obtain a valuation at least once every five years.

The figure below demonstrates how sharply the cost of 
construction has risen and is well outpacing CPI, with the 
steady increase seen from the advent of COVID now a far 
more steep increase for the year 2022. When you overlay  
Flex Insurance’s actual sum insured profile from across 
it’s strata portfolio, it is clear that sums insured are not 
even keeping pace with the CPI% in the graph, let alone the 
construction pricing index.

Regardless of specific strata legislation across Australia, it 
is important to ensure that the bodies corporate will have 
adequate protection for their single biggest asset.

Frequency of catastrophe events continues to rise, which could 
mean the chances for an insured to suffer a loss are also on 
the increase. Flex Insurance implores all Bodies Corporate to:

-	� Review when their building sum insured was last updated

-	 Obtain a current valuation 

-	� Review what level of indexing applies to their sum insured 
on renewal in between updated valuations, to ensure they 
are not falling behind 

Without a directive from the insured or their appointed 
intermediary, Flex Insurance will automatically index the sum 
insured 5% at each renewal.

IS YOUR STRATA BUILDING

UNDERINSURED?
Recent escalations in building prices mean that if your building has not 
been valued in the past 12 months, there is a likelihood it is underinsured.

Source: Australian Bureau of Statistics 
– Reference period June 2022

For any further information  
please do not hesitate to  
contact us on 1300 201 021  
or nfo@flexinsurance.com.au
Frank Scamarcia,  
General Manager -Flex Insurance

BUILDING COST 
INFLATION vs CPI 
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CHANGES AT 
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(annual change % - source ABS)
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CHUiSAVER Underwriting Agency Pty Ltd (ABN 85 613 645 239, AFSL 491113) trading as Flex Insurance acts under a binding authority as agent of the insurer: 
QBE Insurance (Australia) Limited (ABN 78 003 191 035, AFSL 239545). Terms, conditions, limits and exclusions apply to the products referred to above. Any 
advice on this flyer is general advice only and has been prepared without taking into account your objectives, financial situation or needs. Before making a 
decision to acquire any product(s) or to continue to hold any product we recommend that you consider whether it is appropriate for your circumstances and read 
the relevant Product Disclosure Statement (‘PDS’), Financial Services Guide (‘FSG’), and the Target Market Determination (‘TMD’) which can be viewed on this 
website or obtained by contacting Flex Insurance directly. Copyright © 2021 CHUiSAVER Underwriting Agency Pty Ltd

For further details and information about Flex Insurance 
Residential Strata Plan Insurance you can reach us on:
CALL	 1300 201 021
EMAIL	 info@flexinsurance.com.au
VISIT	 www.flexinsurance.com.au


