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Potremmo forse cambiare il nome di questa confe-
renza in “Le dimensioni contano veramente?”. L'anno
scorso é stato un anno fondamentale per quanto ri-
guarda il consolidamento del settore assicurativo
ramo danni.

L'attivita di acquisizioni e fusioni in America ha rag-
giunto la cifra record di 56,1 miliardi di dollari e
questa tendenza & in continuo aumento.

Nel 1998 si & assistito alla pit ingente fusione di tut-
ti i tempi: una mega fusione da 70 miliardi di dollari
tra la Citicorp e la Travellers, argomento su cui ri-
tornero piu tardi.

All'inizio rimanemmo tutti sorpresi dalle fusioni al-
I'interno dei singoli settori del nostro mercato. Mi
riferisco alla concentrazione delle maggiori agenzie
di intermediazione che, fondendosi, hanno dato
luogo a mega brokers.

- Johnson & Higgings acquisita dalla Marsh &
McLennan

- Aon che acquisisce Alexander & Alexander per
non parlare di Minet, Bain Clarksons, Nicholson Le-
slie, Jenner Fenton Slade.

Mentre scrivevo questo intervento, il 25 Agosto
1998, ci & giunta notizia che la Marsh & McLennan
stava per acquistare Sedgwick.

La tendenza alla fusione € stata ripresa dalle Com-
pagnie di Assicurazione:

- Royal / Sun Alliance / National Vulcan;

— Commercial Union / General Accident;

- Axa / UAP;

- AGF / Allianz / Cornhill;

- Employers Re / Frankona;

—Zurich / Eagle Star.

I mondo della Compagnie di Assicurazione sta cam-

biando ad una velocita che non ha precedenti.
Tuttavia, pare che sul mercato londinese si fondano
tante compagnie di assicurazione quante ne nascano
di nuove; e quindi probabile che si tratti di un conti-
nuo ciclo di rigenerazione.

[l consolidamento del potere di intermediazione
delle Assicurazioni e del portafoglio clienti hanno
ingenerato una paura di fondo tra Assicuratori e
Riassicuratori i quali temono che, alla fin fine, il po-
tere verra trasferito dalla penna dell’assicuratore
all’accumulo di premi incassati dai mega interme-
diari. Se un assicuratore non € in grado di
soddisfare le condizioni richieste da un intermedia-
rio, cio costituira una minaccia al trasferimento dei
loro clienti. Esistono numerose compagnie di riassi-
curazione i cui premi incassati dipendono per un
quarto dalla AON o dalla Marsh & McLennan. Se
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erhaps we could re-title this convention to

“does size matter”. Last year was a momentous

year in terms of the consolidation of the

property / casualty insurance industry. U.S

merger and acquisition activity hit a record
USD 56.1 billion and the trend continues upwards.
1998 has seen the biggest so far being the USD 70 bil-
lion mega merger between Citicorp and Travellers a
subject I will return to later.

Originally.... we were all stunned by the mergers within
the separate Sectors of our industry. By this I mean the
merging of major broking houses to form the mega
broking houses:

—Johnson & Higgins bought by Marsh & McLennan

— Aon buying Alexander & Alexander, not to mention
Minet, Bain Clarksons, Nicholson Leslie, Jenner Fenton
Slade.

And as | write this address on 25th August 1998 we hear
that Marsh & McLennan are buying Sedgwicks.

These broking house mergers were mirrored by Insurers:

— Royal/Sun Alliance/National Vulcan;
— Commercial Union/General Accident;
— Axa/UAP;

— AGF/Allianz/Cornhill;

— Employers Re/Frankona:

— Zurich/Eagle Star;

The insurance world is changing at unprecedented
speed.

However, in the London market it seemed that as
quickly as Insurance companies unite new companies
emerged so perhaps this was just an ongoing cycle of re-
generation.

The consolidation of Insurance broking power and
client base gave rise to an underlying fear by Insurers
and Reinsurers that the result would be the transfer of
power from the underwriters pen to the mega broker
premium income stockpile.
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Failure by an undrwriter to concede to the terms de-
manded by the broker could result in the threat of
transfer of their account. There are a number of reinsur-
ance companies which rely on either AON or Marsh &
McLennan for more than a quarter of their premium in-
come. If this trend were to continue, where will the power
base be located, with the risk takers or the risk placers?

Parallel to the merger phenomenon we have seen the
continued upward trend towards self insurance.

Computer Technology advances have enabled the mega
client such as Shell/1.C.1./ Ford to audit its own corpo-
rate insurance expenses and the corresponding
insurance benefit. It becomes parent that the loss
record for some of these clients was very profitable for
the insurance sector. The obvious end result was the
formation by Shell and others of their own captive in-
surance company which serves to dilute the client base
of traditional insurers. Taken to the extreme this could
mean that traditional insurers will be left with the small
or the unprofitable clients. So we have another factor
to contend with: “the disappearing client”.

Declining premiums and limited domestic growth op-
portunities will continue to force more and more
property and casualty writers into the mergers and ac-
quisitions areas. It is obvious that if the industry has to
survive and prosper we must have a radical rethink on
the way we transact business, both everyday business
and mega clients.

The idea that big is economic drives the business of in-
surance away from the expensive personal
broker/underwriter contact way of doing business. The
pressure to reduce administration costs continues
across all sectors of business including insurance. Cross
selling would seem to be the flavour of the era. If you
sell a client one commodity from one part of your
group why not offer the other services that your Group
can offer. Direct selling of corporate catalogue of ser-
vices is common place, just look at your own weekly,
accumulative of ‘junk’ mail.

Thinking back to the merger of Citibank with Traveller
you quickly appreciate that “Travellers” can cross sell to
all “Citibank” clients and if this succeds we could see a
trend where banks and insurers slide inevitably towards
each other to widen their financial services to their ex-
isting client base and maximise income. This potential
has already been acknowledged and the major Insur-
ance Broking houses have already started to offer new
finance services. Their intention is to concentrate Insu-
rance, financial and legal expertise in a one stop shop.
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| believe that this has also been attempted by the other
service industries who seek to incorporate Insurance in-
to their package just as we seek to incorporate their
field of expertise into our package.

So what is the solution or more correctly where are we
all going?

It must be obvious that we can no longer segregate our
business by class with specialists in Marine, Life, Proper-
ty, Casualty and Construction Insurance or
Reinsurance. This vertical separation was determined
by the insurance industry because that was how we
evolved and it suited our evolution.

We must as an industry structure ourselves provide our
clients with the best risk identification, risk control and
risk transfer solutions to protect our clients and their
businesses.

We must accept that we must change our operations
both broker and insurer to suit our client; not continue
to expect our client to take what is on offer as part of
our standard insurance range.

At the most simplistic level we have personal lines of in-
surance. Motor, household, travel, life, personal
accident, personal liability.

These small Policies must be handled in bulk to be eco-
nomic and will be the subject of INTERNET selling,
mail shots, television advertising, bank and newspapers.
Administration will need to be centralised in low cost,
high tech units either per country or per continent as
the world continues to shrink.

The level at which the broker, as we know it, and the
underwriter, as he now operates, will be confined to the
medium sized risks. Single product Manufacturers, na-
tional business, domestic corporations, involve risks we
can cope with in the billion dollar region. These clients
will still appreciate and hopefully pay for outstide ex-
pertise.

The mega risks, the multinational conglomerates, the
global business entities will require a new approach to
the control of risk or the transfer of risk. Insurance in
the conventional form will not provide all the protec-
tion required.

There are terms being used of which | proclaim my ig-
norance “Alternative Risk Transfer “derivates”; these are
for the bright computer literate men of tomorrow. The
point of client contact will not be Insurance Risk Man-
ager it will be the Finance Director.
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Global business conglomerates will require Global Risk
Transfer Services from Global “Insurance” experts.

The level of investment needed to rise to the challenge
can only be born by the mega insurer or the mega bro-
ker/financial servicer.

I am no clairvoyant but | can foresee the rise of the
mega Insurance force with room at that level for only a
handful of players.

But underneath this layer | foresee that there will still
exist a multitude of large medium and small businesses
who want to offload theirs to a risk taker and who will
still use a middleman to secure the cover they seek, so
perhaps the likes of me will still exist in the next mille-
nium.

On that hopefully uplifiting note I will interject another
factor. The next catalyst towards europeanisation of our
industry is just over the horizon. | am referring to the
EURO. We already have FPS - Freedom to Provide Ser-
vices but our European nationalistic tendencies have to
a large extent restricted us to remain within our nation-
al boundaries for the Direct Insurance at least.

When the currency differences disappear and we accept
the concept of the EURO much of this nationalistic loy-
alty will be threatened and | believe we will quickly
become a European Single Market.

Direct Insurance will go the way of Reinsurance where
Reinsurance buyers think International and have done
for some time.

The first signs are already there as European Insurers
merge at an ever accelerating rate.

Finally when we all have a single currency will we move
towards a single language? As | can only deliver this ad-
dress in English you can see which language | support.
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