Insurance, by definition, is always a risky business at
the best of times. During the current crisism

worldwide financial markets, premiums and their
availability may have to be revised
Business

BY JONATHAN COX
DERECTOR. PAVEY GROUP:

THE fundamental point of

insurance is to swap un-
certainty (the

of a loss ) for certainty (the
premivm you pay).

The last-minute rescus
of American International
Group Inc (AIG) with a
ileal 1 the Federal Re-
serve Bank of New York —
a Usssshn loan in return
for 799 per cent stake in
the company — certainly
created uncertainty in the
market.

panic. The practical effect
ofthe situation for those of
us with businesses in the
Westcountry is that we are
immediately unaffected.
AlG UK Limited isa UK
registered Insurance com-
pany; regulated by the Fi-
nancial Services Author-

ity

Under FSA rules; all as-
aetshﬂdihrmlwr v X
poses to pay policyholder
elaims cannot be used for
any other purpase.

Indeed, during the wesk
of unceriainty. surround-

thair parent compe-
ir%. solvency AlG UK
Limited paid £186m In
claims.

1 think this event does,
howoever, give us cause to
consider the implications
onavailability of cover
and of | premiinms
over the medium term.

The insurance indusiry
continues to make profits,
albeit at a much reduced
lewve] firom last year 3

Llovds of London half

r results show profit
ore tax of £8949m —

®
June 2007 was £1,807n1.
While the industry has |
coped well with recent
losses, the volatility in the

capital markets combined
with any notable natural

, i ge o
=% otill show profi
msfﬂmml-;‘mﬂlg'mﬂﬂs.lf !

AIG UK Limited is sold by
its parent company as an

asset to contribute to pay- @ . ® e ®
ing off the loan, inevitably .
premiuns  will inerease .
~through the removal of :
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