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Hard market tops Airmic
members’ list of worries

Firms using ratings
to evaluate insurers

Budgets fail to match
growing risk concern

CONCERNS about talk of a hard-

eningmarkethavenowovertaken

insurer security as the leading

issue for risk managers as they

face increasingfinancialpressure.

John Hurrell, chief executive

of the Association of Insurance

and Risk Managers (Airmic), told

Insurance Day that in the first

quarter of this year the number-

oneissue forAirmicmemberswas

insurer security. However, risk

managers have now “turned the

corner” on this issue, Hurrell

said, as they have realised the

problem is not a systemic risk for

the market but only specific to

two to three insurers.

He added: “Those insurers

have now taken steps to resolve

this issue for our members and

these steps have been effective.

[The recession] has also created

a level of transparency in insur-

ers’ business and has been a

signal to the market to stick to

what youknow.”

However, concerns about

insurers’ security are now reced-

ing as other recession-related

issues are taking precedence,

warnedHurrell.

Talk of a hardening market is

now a real concern for Airmic

members, as most are under

instructionsto lowercosts.Hurrell

said: “Whether themarkethardens

ornot,ifthetrendisforacorrection

in pricing, we implore the market

to differentiate between good and

well-managedrisks.”

The way in which insurers

tackle price correction is there-

fore critical,Hurrellwarned, add-

ing that insurers should only

penalise those less successful in

managing their risks.

He said themarket should also

reflect accurate premium reduc-

tions for higher deductibles. “If

insurers record pricemovements

then clients will choose to cancel

a lotofcoversandrestrictcovers,”

hewarned.

Other recession-related risks

causing concern to Airmic mem-

bers involve credit, reputation,

brandandsupply chains.

However, Hurrell warned that

the insurance market has “not

ventured very far” in providing

insurance products that cover

the number of soft risks now

facing businesses.

He said: “If the insurance

market wants to remain relevant

to our sector, it needs to start

thinking, investing in and

expanding its offering to repre-

sent today’s businessmodel.”

WHILE fears over the hardening

market have been dominating

buyer concerns ahead of this

year’sAirmicconference,asurvey

byAIGUKhas revealed thatmany

companies are now excluding

carriers that fall below a required

agencyrating,writesAmyTiernan.
A poll of major insurance buy-

erscarriedoutbyAIGUKrevealed

that more than 80% of risk man-

agers have started measuring

their insurer counterparty risks

more frequentlyand in fargreater

depthover thepast year.

This has led to four out of five

companies adding termination

clauses incaseofaninsurerdown-

grade, nearly two-thirds spread-

ing their insurance programme

among more carriers and 29%

retainingmoreriskviacaptives.

According to the survey, risk

managers are using rating agency

data toassess therelative strength

of insurance partners but are also

increasingly interested in meet-

ing their underwriters face to

face in order to understand their

risks better and gain reassurance

aroundanyexposures.

Philippe Gouraud, head of the

major accounts practice at AIG

UK, said: “We have found this

cements trust in underwriters,

which is oftenmore relevant than

third-party information from

agencies and others. Good rela-

tionships with claims managers

also help to underpin the associa-

tionwithan insurer.”

Other important sources for

assessing an insurer’s security

include advice from brokers,

reviewing carriers’ reinsurance,

claims-payment performance

andmediacoverage.

This increased insurer scru-

tiny has brought added benefits

for risk managers, with 76% of

respondents commenting that

they now have a better under-

standingof their exposures.

Gouraud added: “As insurers

operate within a highly regulated

environment it helps maintain

market confidence anddiscipline.

Therefore, insurance remains a

relatively safe haven and a viable

partner for transferringrisk.”

THE GROWING recognition of

the importance of risk manage-

ment at financial institutions has

not beenmatched by higher risk-

management budgets, according

to researchconductedbyMarsh.

The broker found that despite

87% of senior management now

perceiving risk management as

being more important, less than

half have increased budgets for

risk-managementexpenditure.

Carrick Lambert, industry

practice leader for the financial

institutions practice in Europe,

the Middle East and Africa at

Marsh, said itwas“disappointing”

that the new thinking regarding

risk management was not being

backedupbyextraspendingat the

financial institutions.

“More money needs to be

invested in risk management as

business practices are fundamen-

tally overhauled, which is crucial

in terms of strengthening the

overall risk-management func-

tion and restoring stakeholder

confidence,”Lambert added.

Marsh’s research comprised

interviews of risk and insurance

professionals in more than 120

financial institutions and also

revealed that slightly more than

half the respondents use insur-

ance techniques for external risk

transfer and that other mecha-

nisms such as contractual guar-

antees and outsourcing only have

limitedapplications.

Business continuity emerged

as the most significant opera-

tional risk for financial institu-

tionsbutonly19%ofrespondents

who said they anticipate an

increase in their risk-manage-

ment budgetmentioned business

continuity planning as an area for

greater spending.

Liability concerns also

appeared high on the agenda,

with management liability and

legal risks seenaspriorities.

Charles Beresford-Davies,

head of Marsh’s UK financial

institutions practice, noted that

fraud has become a significant

concern for businesses as such

activity is historically shown to

rise during any period of eco-

nomic downturn. He said: “This

correlates with the recent experi-

ence of many of our clients, who

are showing increased incidence

of claims in areas such as mort-

gage fraud, breach of mandate

allegations, mis-selling, Madoff-

type events, shareholder disquiet

andregulatory investigations.

“Withall this evidence, it isour

strong recommendation that all

financial institutions review and

update their risk-management

infrastructure.”

SIGNPOSTS along the road to Copenhagen, as Insurance Day has

reported, already offer ways forward in the environmental debate. So

does the Danish capital itself, beyond its function as the location for

the December 2009 meeting of the United Nations Framework Con-

ventiononClimateChange.

A briskwalk from the city centre, in the self-governing andproudly

independent suburb of Frederiksberg (which houses a 17th-century

palace made glorious by Frederik VI), is the world’s second-largest

business school, set on a vast campus. Copenhagen Business School

hasgivenwhole-heartedbacking to innovativeprojects, including the

Executive MBA in Shipping and Logistics programme, known for

short as theBlueMBA.

Since being launched in 2001, the BlueMBAhas become greener by

theyear.Universitypresident,FinnJunge-Jensen,whohasagooddeal to

occupyhimthroughresponsibility for15,000 students and800staff and

thewisespendingofa€128m($177.4m)budget,takesapersonalinterest

in this executive leadership course. Little wonder it has attracted senior

peoplefromnearandfar, fromshipping,energy,insuranceandlaw.Gard,

Codan and OW Risk Management are among the savvy organisations

whichhave lent senior people to the intake of 35 students. “Students” is

hardly the right word, for these are all decision-makers when back at

theirdesksandtheemphasisisonthepracticalapplicationofknowledge.

Under its enterprising programme director, Irene Rosberg, the Blue

MBA has become widely recognised for helping groom the next genera-

tionofshipping leadersandthekeytothis success iswhat itcalls itsholis-

ticapproachtointegratingthedisciplinesneeded.Rosbergsaysthat from

thebeginning, the shippingMBAhas encouragedparticipants to discern

newmeansofmobilisingsustainableenergyandmakingmaritimetrans-

port more environmentally friendly. She wants the executives, with the

support of their companies, to add value to the shipping industry as a

wholealongsideimprovingtheperformanceoftheirownorganisations.

One participant who has achieved this decisively is Bo Cerup-

Simonsen, vice-president of Maersk Maritime Technology. His work

was recognised this year when he won the prestigiousWeilbach prize

forDanishmaritimeresearch.Hisproject showedhowfuelprices,CO2

taxes, operating costs and capital costs affect the optimal speed of a

fleet. Cerup-Simonsen went on to analyse the greening of supply

chains, and found thatmarket participantsmight not do this without

stronger legislation and regulation or a clearmarket impetus. Cerup-

Simonsen gained added benefit from the course by collaboratingwith

Thomas Eefsen, a senior projectmanager at FORCETechnology, who

is a co-ordinator for theDanishGreenShipof theFutureproject.

Rosbergmakesmuchof thediversityof thestudentsasastrongpoint

of the course. Notably, there is an impressive number of female partici-

pants,consideringshippingandinsurancearestillmale-dominated.

Above all, the Blue MBA is a flagship for making people think in a

wider context.What is happening in this leafy suburbwhichwas once

the centre of the kingdom of Denmark is much needed after the last

few years of easy credit and buoyant trade,when strategy seemed to be

devised inautomatonmodebymanyof thetoppeople in insuranceand

shipping. The MBA department has underscored the need for fresh

thinking, by launchingwhat it calls the ResearchCentre forMaritime

Transport, Management and Logistics, which will draw on the prodi-

gious skills clusterof theentirebusiness school.

And still the bright ideas come pouring out of Denmark, which has

suchahugerole in international trade. In July thegovernment, backed

by the mighty shipowner Maersk and the rest of the Danish shipping

industry,willproposewhatcouldbetheworld’s firstglobal tax:a levyon

bunker fuelwhichwouldraiseup to$12bnperyear foran international

fundaimedat curbinggreenhousegasemissions fromshipsandassist-

ing the developing world. Denmark will urge the International Mari-

time Organisation to put forward the scheme at the climate change

summit, trulyputtingCopenhagenontheagenda.
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