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‘It ain’t over ‘til it’s over’

Testing times, uncertain outcomes

A s Monte Carlo returns to
some degree of normal-
ity after last week’s re-
insurance industry

invasion, one of the familiar
themes to reflect on again is the
relationship between renewal
rates, capital flows and consolida-
tion in the market.

While last year’s Monte Carlo
Rendez-Vous was dominated by
the unprecedented severity and
number of natural catastrophes of
2011, leading to record insurance
claims, 2012 has to date seen a rel-

industry well capitalised despite
the events of last year and an
increasing investor appetite for
reinsurance products distributed
via the capital markets. Insurance-
linkedsecuritiesandotherformsof
alternative risk transfer were a hot
topic thisyear.

What is the message from a
mergers and acquisitions (M&A)
perspective? In common with
most industries, convincing argu-
ments can be made in favour of
increased M&As from varied and
sometimes contradictory factors.
The reality is more likely to be
there is no one dominant factor
that points to the health or other-
wise of M&A activity in the sector.

There are certainly regulatory
and macroeconomic headwinds
to contend with and, like any
other industry, transactional
activity requires a degree of cer-
tainty, stability and confidence to
flourish – conditions not much in
evidence of late.

Against the backdrop of the lat-
est predictions flowing out of
Monte Carlo one thing to bear in
mind is the north Atlantic hurri-
caneseasonstillhassomewaytogo
– the shape of next year’s renewal
season could be very different
becausethat is thenatureoftheglo-
bal reinsurance industry.n

•Next week, Insurance Day will
feature a Monte Carlo report from
Clyde & Co

Nearly300insuranceandlegalpro-
fessionals, academics, regulators
and others from no fewer than 35
countries gathered in London on
September 13 and 14 for the fourth
Association Internationale de
DroitdesAssurances(Aida)Europe
Conference, the largest event of its
kind so far held.

Staged in association with the
British Insurance Law Association
(Bila), the UK chapter of Aida, the
conference heard keynote speaker
Karel van Hulle, head of insurance
and pensions at the European
Commission, among a series of
legal and market experts identify
the most urgent legal and regula-
tory challenges facing the market
and how, according to Sean
McGovern, general counsel of
Lloyd’s, Scor’s Christian Felderer

and Aon’s David Nayler,
among others, it was
expected to react.

Solvency II issues,
compliance prob-
lems presented by
insurancecontractlaw
reform,cross-borderhar-
monisation of laws, sanctions
and anti-money laundering
and counter-terrorism ini-
tiativeswereallconsidered,
as were measures designed
to ensure transparency (and
fairness) in insurance contract
terms and duties imposed on insur-
ers and intermediaries, along with
a variety of arbitration problems,
discrimination and online insur-
ancecontroversies.

Major frontline claims issues
and hot topics, reviewing latest

Solvency II –more
delays expected
from the FSA

While the implementation of the
EU’s Solvency II Directive has
already been delayed until Janu-
ary 1, 2014 (as was confirmed by a
directive adopted by the Euro-
pean Commission on September
12), the UK’s Financial Services
Authority (FSA) believes achiev-
ing this date is becoming
“increasingly remote”.

Speaking at the all-party parlia-
mentary group on insurance and
financial services (APPGIFS)
Julian Adams, the FSA’s director of
insurance supervision, suggested
further delay is inevitable, given
the European timetable and the
scope and nature of the issues
remaining to be resolved.

This view appears to be gather-
ing momentum, notably following
the September 14 statement by
Gabriel Bernardino, chairman of
Eiopa, when he said the existing
targetfortheimplementationdate
“isbecomingmorechallenging”.

Delays with Solvency II are the
norm for the insurance industry.
The European parliament has yet
again delayed its vote, now sched-
uled for November 20, and it is still
not yet clear if agreement will be
reached by this date.

When asked when the industry
would get certainty on this point,
Adams admitted the FSA does not
know how long any delay might be
at present. However, he added he
expects to be in a position to give
an update some time before the
European parliament vote.

One contributor to the ongo-
ing delay is issues challenging
the European insurance indus-
try that arise from the eurozone
crisis, which are causing diffi-
culties in some member states
and rendering much of the text
no longer workable.

The UK has always been ahead
of much of Europe in its prepara-
tions for Solvency II, predomi-
nately because its existing
regulatory regime is much closer
to Solvency II’s requirements than
many European models.

However, there is only so far the

UK industry can progress without
certainty as to what the legislation
will actually say. It is a very frus-
trating position for the UK when it
has invested a considerable
amount of time and money to be
readyfortheimplementationonly
for it to be delayed every time that
date looms, causing more costs to
be incurred.

The delay also creates difficul-
ties with decisions in relation to
potential restructurings and is
having an impact on transactions.
This is hugely undesirable. The
lackofresourceattheFSAdoesnot
help, which is partly as a result of
the amount of time it has to spend
implementing measures where
the goal posts are being constantly
moved back.

While the FSA has mooted the
idea of a “soft” launch of Solvency
II, by definition this cannot hap-
penuntil there ismorecertainty in
Europe. It was suggested at the
APPGIFS meeting this soft launch
could allow insurers to use their
SolvencyIImodels,perhapswitha
capital add-on, to comply with the
existing individual capital assess-
ment requirements.

The only thing that is certain is
Europe needs to decide how it
wants to proceed and quickly. In
parallel, the FSA should be doing
everything it can to get this mes-
sage across to give the industry the
certainty it needs.n

Andy Tromans is a partner and
Samantha Jones an associate at
Clyde & Co

Colin Scagell, corporate
insurance partner
Mayer Brown

atively benign period for major
global property catastrophe loss.

Latest industry estimates for
hurricane Isaac suggested some-
thingintheregionofa$1bnto$2bn
of loss on an industry-wide basis,
although a significant hurricane to
make US landfall this will not move
the market.

Infact,at thisyear’sRendez-Vous
the general mood pointed towards
flat rates at the next major renewal
season on January 1, 2013 with an

$1bn to $2bn
Estimates for
industry loss from
hurricane Isaac

trends in liability, legisla-
tion and reform were

compared across sev-
eral jurisdictions with
UK law commissioner,
David Hertzell, identi-

fying the latest changes
to consumer business

coming into effect.
Nine working party

groups met in the first
day considering areas

as diverse as civil liabil-
ity, credit, climate change,

accumulationofclaims/subrogation,
newtechnologiesandreinsurance.n

• For more information about Aida
and Aida Europe, visit
www.aida.org.uk; for more
information about Bila, visit
www.bila.org.uk.

35
Countries were
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the event

300
Professionals

that gathered in
London for the Aida
Europe conference

last week

It is a very frustrating
position for the UK
when it has invested a
considerable amount of
time and money to be
ready for the
implementation only
for it to be delayed
every time that date
looms, causing more
costs to be incurred
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