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The review
Every quarter, the quantity surveyors from Sedgwick’s repair 
solutions team review the building and construction market to 
understand the primary drivers of cost in the insurance repair 
sector, and ensure that our rates remain fair and competitive.  
This report provides an overview of the current situation and 
looks at factors that could affect insurers’ building repair costs  
in the months ahead.

In Q1 of 2026 we’ve recorded contractor cost increases 

of 0.92%, our forecast for the year being 4.18%. That’s 

for what we describe as a “base year”, i.e. where we 

aren’t seeing the impacts of sudden geopolitical events 

and quickly rising prices, or savings coming about 

through the introduction of new technologies and AI.  

As the conflict in the Middle East continues, we’re 

monitoring the impact on construction materials to 

understand how the forecast might need to be amended. 

We’re doing that through weekly reviewing a basket of 

important materials. There are signs that increases are 

coming shortly.  

The availability of quality tradesmen remains a constant 

issue for contractors, and construction generally is 

reporting difficulties. Conversely, there are reports that 

construction outside of insurance repair may slow, and 

that could help recruitment in our sector.

Modest cost increases in Q1 2026: Contractor 

repair costs rose by 0.92%, with a forecast 

annual increase of ~4.18% in a “base case” 

scenario without major shocks.

Material price volatility is a key driver: While 

overall material cost increases were modest, 

some items saw sharp rises (e.g. timber ~10%, 

electrical and heating materials), reflecting 

supply pressures and global demand. 

Labour shortages remain a major constraint: 

The industry continues to struggle to recruit 

skilled tradespeople, though a potential 

slowdown in wider construction could ease 

availability for insurance repair work. 

External pressures (geopolitics and 

economy): The Middle East conflict and fuel 

price movements are influencing material costs 

and contractor pricing behaviour, with increased 

uncertainty and potential future inflation. 

Sustainability legislation is increasing costs 

and complexity: UK net zero regulations and 

building standards may drive higher repair costs 

(potentially +1.8%–7%), but also improving 

resilience and long-term outcomes for insurers 

and customers.
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The review 
Each quarter, the quantity surveyors from Sedgwick’s repair 
solutions team review the building and construction market to 
understand the primary drivers of cost and ensure that our rates 
remain fair and competitive. This report provides an overview 
of the current situation and looks at factors that could affect 
insurers’ building repair costs in the months ahead. 

 
In Q3 of 2025 we’ve recorded contractor cost increases of 0.89%. Year to date increases are 4.09% 

and we’re therefore optimistic that our forecast of 5% for the year can be maintained.   

It remains a challenging environment for contractors who are receiving notifications of further material 

price increases together with problems recruiting skilled tradesmen. Forecasting cost increases over the 

next five years can be viewed optimistically at c. 7% or pessimistically at c.40%, dependent on issues 

such as savings via AI or impacts from geopolitical events. There are though opportunities to manage 

some cost increases through a focused approach to customer care and redesigning the approach to 

some repair projects. 
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We’ve recorded total contractor cost increases in Q3 2025 of 0.89% 
 
 
We’ve recorded a welcome slowdown in the rate of cost increases. In the year to date we’ve 

recorded increases of 4.09%. Our forecast at the start of the year was 4.5%, amended to 5% 

at the end of Q2. 

 
We’re continuing to monitor materials used in insurance repair. We classify materials into 24 

categories and in the third quarter 15 categories saw an increase in cost of an average of 

3.4%. Nine categories recorded reductions in cost by an average of 3.37%. Contractors are 

receiving notices of further material increases in 2026 

 
Labour shortages continue to be an industry problem, with a recent FMB survey highlighting 

problems in the recruitment of carpenters, roofers and plumbers with this impacting the 

progression of some projects. There are opportunities to help contractors manage costs and 

these include enhanced customer service and enhancing the claims and scoping processes 

for restoration and repair

 
 

 
Peter Wassell 
Technical Director 
peter.wassell@uk.sedgwick.com 
+44 7880 780673 

Headlines
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Building cost inflation

Our inflation index focuses specifically on the insurance repair market. To track the impact of 

inflation on building contractors, the Insurance Repair Specific Index (IRSI) monitors the four main 

cost components of insurance repairs, i.e. labour, plant, materials, and waste disposal, and takes 

account of the frequency of use of different materials. This allows us to monitor how changes in 

trade prices specifically affect the cost of insurance repair work. The IRSI is calculated quarterly. 

Each month we also track the trade prices of 145 of the most frequently used materials.

The index highlights how contractor repair costs change over time. In Q1 2026, we saw an overall 

increase of repair costs of 0.92%. Contractor cost increases continue. The trend of these changes 

is shown in Chart 1 below.

Chart 1 – IRSI Q1 2026
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The IRSI value includes costs for labour, materials, plant and waste removal. We weight each of these 

components to reflect their proportions contained within repair costs, e.g. labour comprises c.60%. Chart 2 

below shows the proportionate influence of the different components on the overall cost of projects over 

the last 12 months. For example, looking at how the cost components make up the total of a flood repair, 

the proportionate cost of labour has increased over the year by 1.33%, but the proportionate cost of 

materials has fallen by 0.27%.  

While the make-up of projects has been relatively stable over the year, there is a large variance in the 

proportionate costs between perils, which will impact contractors. For example, over the 12 months, 

subsidence projects have remained having the largest labour cost input at 72% and fire at 41%. In that 

period labour costs increased by 7.87%, materials falling by 2.71%.

Chart 2 – IRSI cost trends by component over time: Q1 2025 v Q1 2026
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We track the changes in cost of materials which are most frequently used in insurance repairs and we 

summarise these into categories of the major components of building. Table 1 shows the movement 

in cost of the categories over Q1 this year. Large percentage cost increases have been recorded in 

electrical and heating materials and timber.

17 categories have recorded increases across the year, with an average of 3.1%. Six categories have 

recorded price reductions of an average of 1.85%.

The tracking shows that material prices continue to fluctuate within the overall trend of increasing costs. 

Cost and availability issues remain with certain materials being particularly affected for different reasons: 

• Timber is in high demand worldwide, which is pushing up costs

• Cement and concrete products use large amounts of energy in manufacture and distribution

• Insulation requires petrochemicals in manufacture, so costs are affected by availability

• Aggregate production is subject to planning consents in the UK, which slows supply

Material category Jan 2026 Feb 2026 Mar 2026 YTD 2026

Adhesive/sealants 0.13% 0.12% 0.00% 0.24%

Aggregates -1.94% 0.00% -1.37% -3.31%

Cement -0.06% 0.00% -0.57% -0.63%

Decorations 0.36% 1.58% -0.32% 1.63%

Drainage 0.00% 0.00% 0.00% 0.00%

Electrical 0.22% 7.38% 2.51% 10.10%

Enablings 0.69% 0.00% 0.00% 0.69%

Floor covering 2.97% 4.97% 0.00% 7.94%

Gypsum 1.59% 1.23% -0.66% 2.15%

Heating 1.55% 1.34% 5.18% 8.07%

Insulation 0.00% -0.34% 0.00% -0.34%

Ironmongery 0.81% 0.00% 0.00% 0.81%

Kitchens 0.86% 1.38% -2.10% 0.14%

Lead -0.58% -0.08% 0.00% -0.66%

Masonry 0.81% 0.58% -0.04% 1.35%

Pavings 3.52% 0.00% -3.49% 0.03%

Plumbing 2.35% 0.00% 0.11% 2.45%

Roofing 0.67% 2.15% -2.04% 0.77%

Sanitary ware -5.20% 2.65% 4.51% 1.96%

Screws/nails 0.49% 0.57% 0.00% 1.06%

Taps -3.98% 0.00% -1.04% -5.02%

Tiles 1.00% -0.70% -1.42% -1.12%

Timber 9.12% -3.08% 4.12% 10.15%

uPVC window 1.62% 0.00% 0.00% 1.62%

Table 1 – IRSI cost trends of material categories
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The Federation of Master Builders has published its latest half year survey which reports on the period 

to the end of 2025, which is of interest as it takes responses from contractors likely to be working in 

insurance repair. They report:

• Carpenters, bricklayers and heating and ventilation tradesmen are proving hard to recruit

• More than 57% of those surveyed reported they have difficulty recruiting tradesmen with Heritage, new

technology and sustainability skills

• 72% of contractors reported that lack of tradesmen is hindering business

They concluded that “skills shortages are now materially constraining growth and delivery, making it 

harder for small builders to keep projects on schedule and take on new work”.

At the time of writing, the conflict in the Middle East has been ongoing for 100 days. We’ve been tracking 

the movement of petrol, diesel and oil prices, comparing these with a basket of 98 different materials 

frequently used in insurance repair. A sudden increase in materials was seen at the start of the conflict, 

however since the end of March pricing of these has remained relatively stable. Trends are shown  

in Chart 3.

Chart 3 – Fluctuation of fuel and material costs

Construction generally has started to see the effects of the conflict, particularly in large case tendering, 

as contractors are including contingencies for cost increases which are expected to come if the conflict 

isn’t fully resolved soon. There are reports of large projects being shelved as investors reassess their 

developments due to cost uncertainty and generally there are forecasts for a decline in construction 

output. Simply, the longer the conflict, the greater the challenge.  

Housebuilding is now expected to be hit by a downturn as purchases fall due to consumer confidence 

reducing, and the cost of borrowing potentially rising. Major housebuilders have flagged an extra 2-2.5% 

build inflation cost, whilst the Construction Products Association forecasts double digit material inflation. 

The recent local elections have thrown into doubt previous policy decisions on the building of large 

local authority developments, e.g. Crews Hill and Chase Park in the South East, which comprise 21,000 

homes. That means for insurance repair we may see some easing in the ability to recruit tradesmen, if 

housing expansion is limited, but large material increases coming as costs feed their way through the 

production pipeline.  
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Rates benchmarking

To ensure that the costs of Sedgwick’s repair solutions are competitive, our quantity surveying team 

undertakes a quarterly rate review.

Known as the URS (universal rate set), the review compares Sedgwick Repair Solutions rates with other 

market repair costs. This benchmarking exercise includes:

•	 A cost review of 25 of the most frequently used repair and restoration rates

•	 A review of the output costs of repairs on model cases of typical escape of water, fire,  

flood and subsidence claims in a hypothetical large portfolio of cases

The results of this review are shown in chart 4 below. These include the Sedgwick Universal rates 

which were increased mid-2025.  Other network costs reflect increases too. It’s important to note that 

Sedgwick’s repair solutions rates include all network management costs or fees. To allow comparison, 

Sedgwick Repair Solutions management costs has been included with the net rates and the results 

confirm Repair Solutions rates continue to remain competitive.

Chart 4 – Rate benchmarking
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The effect of changing sustainability legislation 
on construction and insurance repair

Driven by the UK’s Net Zero commitment and evolving building safety requirements, increasing climate 

risk and sustainability legislation are reshaping not only how buildings are designed and built, but how they 

are repaired following loss. This shift presents both operational challenges and strategic opportunities. The 

traditional method of reinstating properties to a pre-loss condition is now beginning to evolve into a more 

complex environment. That new process must balance compliance, resilience and cost.

The regulatory landscape today 
and direction of travel

Recent years have seen a significant acceleration in 

sustainability focused legislation and policy, a direction 

of travel expected to be maintained through to 2050 

and beyond. The Climate Change Act 2008 adopted 

the UK’s legally binding 2050 Net Zero target into law, 

the introduction of the Future Homes standard and 

its integration into the Building Regulations (Part L) 

next year along with the tightening of the Minimum 

Energy Efficiency Standards whilst often discussed 

in the context of new build have implications upon 

insurance repair. In practice many repair projects now 

trigger mandatory upgrades (i.e. thermal and energy 

efficiency, materials, and safety systems). As a result, 

claims activity is becoming increasingly impacted by 

developing sustainability legislation. Several trends 

are likely to become more pronounced: increasing 

integration of carbon considerations into claims 

decision, greater expectation for resilient repairs and 

the development of specialist skills/ supply chains. 

Sustainable reinstatement and resilience: 
Reducing tomorrow’s claims

Traditionally insurance repair has been guided by the 

principle of like for like reinstatement. The convergence 

of regulation and sustainability objectives is challenging 

that standard. A move toward sustainable reinstatement 

is already taking place. By meeting current building 

regulations and energy standards, improving 

resilience to future events, and incorporating more 

sustainable materials and methods (of which not all are 

discretionary i.e. enhanced insulation performance) we 

are starting to repair buildings in line with expanding 

sustainability legislation.

Claim cost impacts

From a commercial perspective the impact of 

developing legislation is clear, sustainability driven 

requirements are introducing additional layers of 

complexity into the claims process, impacting on 

cost and lifecycle. Research from BCIS identified an 

increase in build cost between 1.8% and 7% due to 

the revised Part L of the Building Regulations in 2022. 

On that occasion the majority of cost increase was felt 

by the new build sector, however it demonstrates the 

potential impact evolving sustainability legislation can 

have on construction inflation.

Whilst enhanced specifications, and regulatory 

compliance can contribute to higher repairs costs, it 

has the potential to mitigate long term claims exposure 

through improved performance and crucially resilience. 

Flood resilient repair is a standout example – where an 

initial increase in repair costs can significantly reduce 

the severity of future claims whilst minimising disruption 

to customers and lessening BI claims from commercial 

customers. The Environment Agency estimates a home 

with flood resilience measures installed could avoid 

repairs costs of up to 70% compared to a home without 

measures installed.

Whilst the challenges are real, the direction of travel 

is clear, sustainability legislation is accelerating a shift 

towards higher, more quality buildings and greater 

alignment between claims activity and ESG goals, 

resulting in improved more resilient outcomes for 

customers but likely cost increases for insurers.

https://www.legislation.gov.uk/ukpga/2008/27/contents
https://www.gov.uk/government/publications/the-future-homes-and-buildings-standards-building-circular-012026/the-future-homes-and-buildings-standards-building-circular-012026-letter
https://www.housing.org.uk/our-work/quality/minimum-energy-efficiency-standard-mees/
https://www.housing.org.uk/our-work/quality/minimum-energy-efficiency-standard-mees/
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