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NEWS IN BRIEF

DOMESTICconcerns largelymonopolisedattentionastheUKgeneral
electionheld the country in its thrall over the past fewdays. But as the
dust settles on the result, international economic issues loom large
and very quickly theUK’s chancellor of the exchequerwill be called on
to play his role in any global resolution. Insurers will want to make
suretheydonotgetcaughtupintherecriminationsastheatmosphere
remains antagonistic towards the “financial services industry”. In
particular, proposals outlined by the International Monetary Fund
(IMF) for a tax on all financial services firmshave prompted particular
concernamong insurers.

Playing a central role in attempting to clarify the situation is inter-
national thinktanktheGenevaAssociation.Accordingto its secretary-
general and managing director, Patrick Liedtke, it is crucial any
shake-up of the system should notmake itmore difficult to obtain the
important protection insurance offers. “Insurance companies protect
people, so we want to put insurance companies in a position where
theycanprotectpeopleandtheir riskadequately. Ifwemake thatmore
difficult,wemake to roleof insurancemoredifficult,”he tellsme.

Indeed, he believes the IMF’s proposal would actually have the
opposite effect from what the leaders want and hurt the most risk-
averse. “What will happen is what happens in every case when you
increase the cost of production: the companies will do everything to
roll it over to the customer, whichmeans suddenly we get a tax on the
risk-aversepeople,”he says.

Such a taxwouldmake itmore difficult for people to search for and
source protection, which is something individuals and businesses
havecometovaluemorenowthanbefore thecrisis.

“People are much more risk-aware and risk-averse. If we make
insurance products more expensive by adding a tax policyholders
will have to bear in one form or another, then of course we’re doing
ourselves andsociety abigdisservice,”Liedtkeargues.

And he is adamant it is never a good idea to tax people indiscrimi-
nately of what they do. “It’s more efficient to target specifically what
youwant toachieve. Ifwhatyouwant toachieve is abetter equilibrium
between systemic risk and other non-systemic activities, then you
need tomake systemically activitiesmore expensive and less systemic
activities less expensive. That doesn’t mean you make all activities
moreexpensive,”heclaims.

TheGeneva Association has conducted a good deal of research into
the systemic risk posed by the insurance sector as a whole and the
thinktank feels insurance activities do not pose systemic risk. Liedtke
says: “The issuewith the IMF’s thinking is if youwant a taxbecause the
peoplewho caused the damage shouldhelp pay for repairing it, then it
should be a banking tax. If you want a tax to build some reserves and
have some readiness in terms of available capital to avoid these things
in the future, you’re again lookingat the samepeople.”

Clearly, some insurance companies found themselves embroiled
in the crisis in a high-profile way. But, as we have repeated over and
over again, the financial conglomerates that got into trouble in this
industry were a combination of insurance activities that were OK and
quasi-bankingactivities thatwerenot.

It ishard todisagreewithLiedtkewhenheasserts it is toosimplistic
to start from the premise that anything that falls into the “financial
services” category is the same.

THEINSURANCEarmofRoyalBankofScotland(RBS)hasposteda£50m($73.8m)loss for the firstquarterof2010,comparedwithprofitof£76m
last year. Thatwas the result of a rise in insurance claims to£1.14bn from£966m. Insurancepremiumincomeof £1.29bn for the first quarterwas
down from £1.36bn in the same period last year. RBS blamed the 113.3% combined ratio, up from 101.5%, on increased reserving for adverse
weatherconditionsandbodily injuryclaims,whichwasonlypartiallymitigatedbyexpense ratio improvement.

Mapfre €273m profit

Infinity income increases 44%

Norton Rose appoints

CRM Holdings’ Q1 losses shrink

SPAIN-BASED insurer Mapfre
has reported a 4.8% fall in first-
quarter profit year on year to
€273.1m ($348.4m) from€287m,
as a result of the Chilean earth-
quake at the end of February.
Theearthquakecost thecompany
an estimated €80.8m in the quar-
ter. Revenue increased 8.9% to
€5.89bn. However, while profit in
its domestic market increased
17% to €329.6m, gains from
international business dropped
5%to€131.2m.The companyhas
€540minGreekdebtandasimilar
level of Portuguese debt. Mean-
while, Standard&Poor’s has con-
firmed it has revised its outlook onMapfre and its core operating subsidiaries to negative from stable, while
affirming thecompany’sAArating.

BERMUDIAN workers’ compensation insurer and
reinsurer CRM Holdings saw its first-quarter net
loss narrow to $7.9m compared with a year-earlier
$8.4m on earned premiums of $13.6m, down 35%.
The group also said has retained Macquarie Capital
for assistance in exploring strategic alternatives –
which include an offering of shares, a merger or
the sale of the company – in amove to strengthen its
capital position.

US MOTOR insurer Infinity Property and Casualty
saw first-quarter net income increase 44% to
$15.6m, reflecting a 6% increase in underwriting
income to $17.3m and a decline in realised invest-
ment losses to $500,000 from the year-earlier figure
of $6.1m. The combined ratio improved to 91.9%
from 92.4%, as a 1.2% decline in earned premiums
to $212.1m was offset by the 3.1% drop in claims
losses to$146.6m.

LAWFIRMNortonRose has hired
professorRobertMerkin(pictured)
as a consultant to its insurance/
reinsurance and international
arbitration teams in London. A
research professor of commercial
law at Southampton University,
Merkinwill provide advice on dis-
crete points of law, procedure or
market practice across the group
and will assist with publications
and lectures both in-house and
for clients. Michael Mendelowitz,
head of Norton Rose’s conten-
tious insurance and reinsurance
practice in London, said: “Merkin
is acknowledged to be one of the
world’s leading experts on insur-
ance, reinsurance andarbitration
law. We regard his
joining us as
a wonderful
opportunity
to further
enhance our
knowledge and
expertise in these
fields.”
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