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NEWS IN BRIEF

Hartford names

chief risk officer

Hartford Financial Services

: Group Inc. has appointed Liza-

beth Zlatkus, its chief financial
officer, as chief risk officer.

Hartford said it is conducting an

; external search to replace Ms.
. Zlatkus as CFO, but noted that
" she will remain in her current

. role until a successor is found.

Starr responds to claims

it's raiding AIG talent

C.V. Starr & Co. Inc, said in a
Tuesday statement that it

- employs only 13 former Ameri-

can International Group Inc.
employees, responding to media
reports that the specialty insur-
er was raiding AlG's talent pool.
In recent months, several exec-
utives from AIG have left the
troubled company, with some
going to work for C.V. Starr,
which is led by former AIG Presi-
dent and Chief Executive Officer
Maurice R. Greenberg. Mr.
Greenberg and AIG have feuded
since he left the company in
2005 amid an accounting inves-
tigation. A report by the New
York Times suggested Mr.

 Greenberg might be luring tal-

ent away from AIG, as C.V. Starr

is free to pay whatever it wants
- to employees, while AlG com-

pensation has been limited by
the U.S. government.

Aon to acquire
Carpenter Moore
- Aon Corp. has reached an

agreement to acquire New
York-based executive liability
broker Carpenter Moore Insur-
ance Services Inc. from
NASDAQ OMX Group Inc. for
an undisclosed sum. The acqui-
sition, announced Monday,
came on the heels of Woodruff-

See NEWS IN BRIEF/page 10

By MATT SCROGGINS

-

ORLANDO, Fla.—Politics, called by
some “the art of the possible,” is
also the art of risk management.
Politics is “all about risk and
about risk management, about hav-
ing the right tolerance for
risk. You cannot just live in
a bunker. But at the same
time, if you go too far out
there, you're gonna lose
your election,” political
strategist and CNN political
analyst Paul Begala said during a
presentation Tuesday morning at
the Property Casualty Insurers Assn.
of America’s meeting in Orlando.
During his engaging, often
funny presentation, Mr. Begala
offered his take on contemporary
American politics, frequently
touching on his own experience as

PCI

ORLANDO

Political analyst
Paul Begala speaks
Tuesday morning.

Politics a type of
risk management

an adviser during the Clinton
administration.

Noting that President Obama has
decided to aggressively pursue
health care reform—a historically
divisive issue and the “third rail” of
American politics—MTr. Begala said,
“talk about a guy who is
comfortable with a high level
of risk.”

He noted that since 1912,
“almost every president has
tried to do something on
health care, and all of them
have failed, at least for fundamental,
national reform.”

In addition, previous health
reform efforts have been damaging
to lawmakers, he said, noting that
the Clinton health care reform
effort in the 1990s cost the Democ-

See BEGALA page 10

P/C industry
strong, diverse,
Abraham says

By RODD ZOLKOS

erty Casualty Insurers Assn. of

America, Janice M. Abraham
plans to be out front in helping tell
the story of the property/casualty
industry’s strength.

“The P/C industry now is being
swept up in the great misunder-
standing of the financial services
industry,” said Ms. Abraham, presi-
dent and chief executive officer of
United Educators Insurance. The
property/casualty industry, she said,
includes “very broad and different
kinds of companies than the bank-
ing industry and the hedge funds,
which really have been the primary
drivers in the financial chaos and
significant downturn we're all expe-
riencing and struggling through.”

Key differences between the
property/casualty industry and
other areas of the financial services
sector are the basis for its strength,
Ms. Abraham said. “We look at risk

I n her year as chair of the Prop-

See ABRAHAM/page 10
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OCCURRENCES

An alternative
power source

here are suggestions on occa-
sion that the alternative risk
transfer market and the traditional
"insurance market are drawing clos-
er. Evidence of that trend exists in
Orlando, where Janice M. Abra-
ham, president and chief executive
officer of United Educators Insur-
' ance, is set to become PCI chair.
United Educators is a reciprocal
risk retention group, owned and
. governed by nearly 1,200 member
colleges, universities, independent
schools, public school districts,
school insurance pools and related
organizations.
UE formed during the 1980s,
. when many educational institu-
tions couldn't find coverage in the
traditional market. It's operated as
an alternative market ever since.
Ms. Abraham cites the diversity
of PCI's membership as one of its
strengths. Her role in the PCI and
that of United Educators speaks to
the breadth of that diversity.

LOCAL'PROS:/At'least 30 PGA Tour pros
(including Tiger Woods), eight'senior

our'prosiandi0/LPGA pros

COURSEDESIGNE
NicklausyPeteiDye; Tomikazio;Joe
Lee, Robert TrentlJones, Rees Jones,
LloydiClifton; DickiWitsoniandlRoniGarl
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Risky times call for self belief

By RODD ZOLKOS

ORLANDO, Fla.—The United States’
leadership is essential to steer the
world through risky times, a noted
historian said, though he fears the
country losing the sense of “excep-
tionalism” that he believes is key to
its century as the world’s premier
power.

“A vital part of leadership in a
risky world is self belief,” historian,
author and British radio and tele-
vision commentator Andrew
Roberts said Tuesday at the annu-
al meeting of the Property Casu-
alty Insurers Assn. of America in
Orlando. “My fear is it is exactly
this trust in the exceptionalism of
America that is being called into
question.”

Calling these “some of the most
difficult and risky times of the
modern era,” Mr. Roberts said
Americans’ sense of optimism,
can-do spirit and free market
ideals “will raise the rest of the
world out of their doldrums, it
they’re allowed to.”

“The question the world is ask-
ing is, does America still have the
exceptionalism, the true belief of
earlier times?”

“Searing hatred of the American
idea from inside America, specifi-
cally from its elite,” is more dan-
gerous than hatred from the out-
side, the historian said, adding
that he fears a “growing unwill-
ingness of the elites of the English
speaking people to continue to

pay the price of their liberty.”

Mr. Roberts suggested that the
“classic paradigm” of leadership in
risky times is embodied in Win-
ston Churchill and Franklin Roo-
sevelt, and he cited the many
negotiations between the two
national leaders and their wartime
military chiefs of staff, Field Mar-
shal Alan Brooke and General
George C. Marshall.

In these talks, “sometimes it
took enormous amounts of charm

Mr. Roberts

and wit to make difficult situa-
tions calmer,” Mr. Roberts said.

“A particularly tough meeting
took place in August 1943,” Mr.
Roberts said. “And the shouting
was such that Marshall and Brooke
agreed to have the whole room
emptied.”

“The reason, of course, was they
had fundamentally different views
of how the grand strategy should
play out,” he said.

Mr. Roberts said that in writing
a recent book about the relation-

ships between the four men at the
center of U.S. and British strategy
in World War II, he learned that
while totalitarian countries are
better at starting wars, it's democ-
racies with the openness of their
debates “that come up with a far
superior strategy.”

Responding to a question about
his opinions on the U.S. health
care reform debate, Mr. Roberts
said, “Whatever you do, don’t go
down our route.”

“Our national health system is a
disaster, a disgrace,” Mr. Roberts
said. He contended that all sides
of the political debate in the Unit-
ed Kingdom accept that fact, but
said no one will try to reform the
system because it employs more
than one million people.

The single biggest mistake the
United States could make in
reforming its health care system
would be adopting universal health
care with free services at the point of
delivery, Mr. Roberts said. “Gov-
ernment insurance systems almost
always cost more than planned,”
he said. And, he said, they have
other unexpected consequences.

“People give up on charitable
giving,” Mr. Roberts said. “You
find that the arnount of charitable
giving (to charity-supported
health facilities) goes at exactly the
same time, the same rate as
hypochondria increases.”

“You also find the delivery just
becomes less good when the
state’s in control,” he said.

Arnold Palmer; Jack

Growth in P/C tech spending slows

Propert_y/casualty insurers
expect their 2009 spending on
information technology to
increase over the 2008 spending
level, though at a significantly
lower percentage than that from
2007 to 2008.

According to the fourth-annual
joint information technology
spending survey by Gartner Inc.
and the Property Casualty Insurers
Assn. of America, insurers sur-
veyed expected a 1.6% increase in
IT spending in 2009 over 2008,
nearly matching the 1.9%
increase Gartner had projected for
the year.

The 2009 increase is down dra-

matically from the 8.1% planned
increase from 2007 to 2008. The
survey showed a planned 0.2% IT
spending increase in 2010 over the
current year, despite the fact that
insurers surveyed expected rev-
enues to decrease 3.7% this year
from the 2007 level.

The 22 PCI member companies
that participated in the survey
average $400 million in annual
revenue and 474 employees.

For 2008, companies expected
59% of IT spending to be dedicat-
ed to supporting existing systems,
with the remainder dedicated to
business growth and transforma-
tion. Gartner suggested that while

planned IT spending in the P/C
industry is flat through 2010, the
fact that it's holding steady from
2008 suggests companies are still
investing in their future, despite
the challenges of the difficult
economy.

In a statement, Stephen Forte, a
research director with Gartner's
Insurance Industry Advisory Ser-
vice, said, “With IT costs per poli-
cy and claim at $69 and $58,
respectively, this validates the
trend of property and casualty
insurers replacing core legacy
administration systems for,
among numerous reasons, reduc-
ing costs.”

WEDNESDAY, OCTOBER 28, 2009 3



THE SIGHTS

Gatorland's offerings
have old-time bite

By RODD ZOLKOS

f you think you've had a bit too

much of the glitz of the modern
theme parks, it might be time for
a central Florida attraction of
another sort; Gatorland.

Truly a one-of-a-kind, visitors
who enter through Gatorland's
gaping alligator mouth entrance
will find themselves in a 110-acre
theme park and nature conser-
vancy billing itself as the “Alliga-
tor Capital of the World."”

Founded by Owen Godwin in
1949, the one-time roadside
attraction remains privately
owned by his family today. Decid-
edly low-tech, Gatorland is one of
central Florida's oldest attrac-
tions, positioning itself as a
"unique and natural alternative to
the theme parks of today."”

Among Gatorland's sights are
thousands of alligators and croco-
diles, a breeding marsh with board-
walk and observation tower, rep-
tile shows, an aviary, a petting zoo,
a swamp walk and educational pro-
grams. The park also boasts the
"Dean of Alligator Wrestling.” And
don't forget the Gator Jumparoo.

Gatorland is located between
Orlando and Kissimmee on the
South Orange Blossom Trail.

B The attraction's name was
changed to Gatorland from Snake
Village and Gator Farm in 1954,

B Gatorland has partnered with
the University of Florida over the
years to research alligator repro-
duction, beginning with a $20,000
grant to the university in1979.

B Gatorland is open daily from 9
a.m. to 5 p.m. Admission is $22.99
for adults and $14.99 for children
three to 12.

t

During this week’s PCI conference,
Thomas S. Upton, managing director
at Standard & Poor’s Corp. in New
York, discussed some of S&P’s views
on the property/casualty sector with
Business Insurance Special Projects
Editor Rodd Zolkos.

In general, what's S&P's current
outlook for the property/casual-
ty sector?

We have published outlooks
on three different sectors

within property casualty: personal
lines domestic business, domestic
commercial lines business and
then reinsurance on a global basis.
And we have negative outlooks on
both the personal lines and the
commercial lines right now, stable
on the reinsurance.

Basically, the reason for the neg-
ative outlooks on both personal and
commercial lines—particularly the
latter—is concern about continued
deterioration of pricing. From all the

statistics we’ve seen and
people we’ve spoken to,
we believe there has been
a slowing in the rate of
decline over the past sev-
eral months, but never-
theless, the decline is
probably still going on at
that slower rate.

Can that industry outlook change
absent a major event?

We see some reason to believe
that there could be a grad-
ual leveling out and a gradual
increase at some point in the future
as the economy recovers, born of
improved pricing discipline by
companies generally, better risk
management by companies and
other features such as diminished
interest rates, which should elimi-
nate any inclination to cash flow
underwriting, and continuous
holding up of reinsurance pricing,
which diminishes the potential for
ceding risk that is taken on.

So we think that there is a basis
for a leveling out and a gradual
increase at some point in the future.
Not everything has to be a crisis.

S&P has analyzed companies’
enterprise risk management
efforts in its rating process for
several years now. What is the

CONFERENCE NEWS 2009 PClI ANNUAL MEETING

reequestions

Thomas S. Upton
Standard & Poor’s Corp.

status of ERM in the
property/casualty industry?

roadly I'd say that companies

have really taken this to heart
and tried to develop the gover-
nance and the models and the sys-
tems necessary to really pursue
management on a global basis
within an organization. We think
that has probably been embraced
more readily and a bit more effec-
tively at reinsurers than primary
insurers at this point. I think this
might be part of the reason why
reinsurance pricing has held up a
little bit more firmly than pricing at
the primary level.

We don’t believe that the
embrace has been universal by any
means, For example, looking at the
financial market turbulence of the
last year or so, we did not, to the
best of my recollection, lower any
ratings in the property/casualty
universe because of asset issues at
companies or because of capital
losses that had been taken as a
result of asset issues.

However, we did take a couple
of rating actions on companies
where the asset losses exceeded risk
tolerances. And the actions were
taken on the basis of perceived
deficiencies in risk management
rather than for the pure, absolute
loss of capital that was endured.

Bermuda flight suggestions called overblown

By MICHAEL BRADFORD

ZURICH, Switzerland—Concerns over
insurers and reinsurers leaving
Bermuda for Switzerland and other
tax-friendly domiciles are
overblown, a Bermuda-based insur-
er attorney claims.

“There have always been new
companies coming into Bermuda,
and there have always been com-
panies leaving Bermuda. And
there’s nothing unusual about
that,” said Rod S. Attride-Stirling, a
senior partner with the law firm
Attride-Stirling & Woloniecki in
Hamilton, Bermuda.
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Mr. Attride-Stirling said during a
presentation last week at the AIDA
Europe Conference in Zurich,
Switzerland, that companies are not
abandoning the island like a “flock
of seagulls,” as some have portrayed
moves by Bermuda companies to
set up operations off the island.

Last year, 41 insurers were set up
in Bermuda and only one moved its
domicile from the jurisdiction, said
Mr. Attride-Stirling.

Patrick Thiele, PartnerRe’s presi-
dent and chief executive officer,
said during a separate session at the
conference that Bermuda’s chal-
lenge is dispelling an image as “a

pirate ship that exists off the
Atlantic, that goes out and raids the
reinsurance and insurance business |
from other folks, then brings back
the money and piles it up on the
beaches in Bermuda.”

The island is working to make
sure the world perceives that it has
a proper regulatory regime in place,
said Mr. Thiele.

“No one comes to Bermuda to do
business in Bermuda,” said Mr.
Attride-Stirling. “They come to
Bermuda to do business in the
world. Companies are moving, and
coming and going, and there’s
nothing unusual about that.”
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rendez-vousrecap

With reinsurance so much on the minds of PCI meeting attendees, in each day’s Business
Insurance PCI daily we’ll recap BI's reporting from the Rendez-Vous de Septembre in Monte
Carlo, Monaco. Today’s recap focuses on reinsurer mergers and acquisitions.

By COLLEEN McCARTHY

MONTE CARLO, Monaco—Mergers and
acquisitions are expected to gain
momentum as reinsurers look to
accelerate growth after the finan-
cial crisis, experts said at Rendez-
Vous de Septembre.

Attendees at the annual reinsur-
ance gathering in Monte Carlo,
Monaco, said an expected recovery
in the world financial markets later
this year, combined with a return of
capital to the reinsurance sector,
likely will drive the consolidation
trend.

“Over the next 24 months, M&A
activity is likely to be robust,” said
David Preibe, chairman of global
client development for New York-
based Guy Carpenter & Co. L.L.C.
“Expect reinsurers to consolidate
to accelerate growth, capture mar-
ket share, and use economies of

scale to push margins wider.”
Brian Duperreault, president and
chief executive officer of New York-
based Marsh & McLennan Cos.
Inc., also forecast a wave of mergers
and acquisitions, and views con-
solidation as a natural develop-
ment after the financial crisis.
“Equity and credit capital, now
more available with the recent
thawing of the financial markets,
are likely to be integral to a wave

of M&A activity. Some carriers real-
ize that they will have to acquire
or be acquired,” Mr. Duperreault
told a PricewaterhouseCoopers
L.L.P. breakfast in Monte Carlo.

In addition, the financial crisis
has resulted in many companies
trading at or below their book
value per share and “that makes
them attractive targets,” said Paddy
Jago, New York-based CEO of U.S.
operations of Willis Re Inc., a rein-
surance unit of Willis Group Hold-
ings Ltd.

Continued soft market condi-
tions also could influence the
desire to grow through acquisi-
tions, Mr. Jago said.

Several recent strategic transac-
tions have resulted in tie-ups for
European and Bermuda reinsurers
looking to gain scale and access to
capital. In July, Pembroke, Bermu-
da-based PartnerRe Ltd. said it
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would buy Zug, Switzerland-based
Paris Re Holdings Ltd. in an all-
stock deal valued at $2 billion.

After a bidding battle, Bermuda-
based reinsurer IPC Holdings Ltd.
agreed in July to merge with rival
Validus Holdings Ltd. in a $1.77
billion deal. Validus broke up a
planned merger between IPC and
Bermuda-based reinsurer Max Cap-
ital Group Ltd.

Max Capital CEO W. Marston
Becker said he was “still open to
acquisition opportunities.” How-
ever, “in this kind of market, it
would take a unique situation to
make it real,” he said.

While observers generally agreed
Bermuda is ripe for consolidation
and likely will play a role in the
next M&A wave, others said they
don’t necessarily expect Bermuda-
based firms to look to combine.

“l think they're looking at
growth and diversification from
outside Bermuda, rather than
inside Bermuda,” said Caroline
Foulger, a PwC partner based in
Bermuda.

Regis Coccia contributed to this
report.

Business Insurance

Business Insurance’'s Webcasts are developed by Bl editors to discuss the-latest and most pressing
issues facing our readers. Business Insurance’s Webinars are educational and informative
presentations by leading companies serving the risk management, employee benefits and commercial
insurance communities. Both formats are presented live online and afterward are accessible on demand.

T

N

Wébcasts & Webinars

Improving Workplace Safety For The Aging Workforce
Available Online Now | Free of Charge

Due to a combination of factors, the proportion of older workers is increasing rapidly. The Bureau of Labor Statistics
estimates that between the years 2002 and 2012 the number of workers over age 55 will have increased nearly 50%,
with the number of people in the labor force aged 65 and older growing more than three times as fast as the total
labor force. This webinar will acquaint you with many of the steps you can take now to address this reality within your

company.

Webinar Sponsored by

@9 Insurance Services

Counterparty Financial Strength: Assessing Risks of Key Partners
Available Online Now | Free of Charge

Counterparty risk is significant and in the spotlight today. Assessing counterparty risk is particularly important when
the counterparty is an insurance company. This live, 60-minute webcast will explore what risk managers should be

thinking about and questions they should ask to assess the financial strength of the insurers with which they entrust
their organizations’ assets and earnings stability.

For details, visit Businessinsurance.com/Webinars
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NEWS IN BRIEF

continued from page 1

Sawyer & Co.'s acquisition of
Carpenter Moare's Western
direct business earlier this
month. Aon and NASDAQ
entered into a five-year exclu-
sive marketing agreement
whereby the Chicago-based bro-
ker will have first access to
NASDAQ issuers and prospec-
tive issuers with respect to lia-
bility insurance.

P/C insurers report
nine-month earnings

ACE Ltd.’s net income for the
nine months ending Sept. 30
was $1.60 billion, a nearly 36%
increase over the same period
in 2008. ACE reported $14.66
billion in gross premiums writ-
ten for the first nine months,
down nearly 2%....Liberty
Mutual Group Inc. posted net
income of $567 million for the
first nine months of the year, a
14.9% decline compared with
the same period a year ago.
Revenues for the period grew
11.8% to $23.15 billion, and net
written premiums grew 10.8%
to $21.14 billion....Arch Capital
Group Ltd. reported profits of
$566.4 million for the first nine
months of 2009, up 38%. Net
premiums written grew to $2.24
billion for the first nine months,
up from $2.19 billion.

Business Insurance
PCI coverage
available online

Business
Insurance is
offering
electronic
versions of
its daily
news from
the Proper-
ty Casualty
Insurers Assn. of America’s
annual meeting in Orlando. To
share meeting news with col-
leagues, or to revisit informa-
tion after the event, visit
www.businessinsurance.com.

The coverage, published Oct.
2628, includes Bl's PCl confer-
ence daily in PDF format.

Begala

Continued from page 1

rats many congressional seats.

“And yet this president, knowing
those risks, has jumped in...l
believe he would tell you that's
because the riskiest thing we can do
is to ignore it,” given the problems
and rising costs of the current sys-
tem, Mr, Begala said.

And “despite the very high risk,”
Mr. Begala said he thinks it's likely
that President Obama’s effort will
succeed, and he offered three rea-
sons for his optimism.

First, he said, the administration
is more pragmatic than President
Clinton was during his bid to over-
haul health care. Whereas the Clin-
ton administration had an antago-
nistic relationship with many of
the key stakeholders in the health
care industry, President Obama has
reached out, forging agreements
with various sectors, including the
pharmaceutical industry, doctors
and hospitals. Such efforts have left
just “one adversary out there—the
health insurance industry.”

“Politically, really smart,” Mr.
Begala said. Even though such
moves have drawn criticism from
some in the president’s liberal base,
“I'just think it is practical risk man-
agement...He’s divided his opposi-
tion.”

In another lesson taken from the
failed Clinton reform bid, the
administration has not let the “per-
fect be the enemy of the good.” For
example, President Obama is not

U.S. property/casualty insurer investments, 2008 (in billions

Checkable deposits
and cash

Security repurchase
agreements

U.S. government
securities

insisting on the inclusion of con-
tentious provisions such as the so-
called public option.

The president’s goal, Mr. Begala
said, is “progress, not perfection.”

Mr. Begala also cited the
“changed nature” of the Democrat-
ic majority in Congress compared
with that during the Clinton admin-
istration. At that time, congression-
al Democrats considered health care
reform “as Clinton’s problem, not
their problem,” he said.

Mr. Begala

But Democrats remember what
happened after the effort was aban-
doned, he said.

“They understand that the vot-
ers gave us responsibility with
power, and when we failed, they
quite sensibly said, ‘Well, let’s let
the other team on the field.”

With that in mind, congression-
al Democrats are motivated by a
belief that “if they fail on health
care, they will lose their jobs.”
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Abraham

Continued from page 1

in a very different manner. What
we do is we underwrite—it’s our
core competence,” she said.

“We keep the risk that we
underwrite. The whole process
of securitization is not part of
the P/C industry,” Ms. Abraham
continued. “Leverage isn’t a big
part of the P/C industry at all.
And our investment portfolios,
really by state regulations as well
as a business need—we have to
have cash to pay claims—are
very conservatively invested.”

The diversity of the PCl’s
membership gives the associa-
tion its own strength in repre-
senting industry interests before
policymakers, the incoming PCI
chair said.

“I think PCI specifically isin a
great position because it is a trade
association that represents just
such a wide range of businesses,”
Ms. Abraham said. “Some com-
pete against each other, others
are just real niche businesses.”

She noted that PCI members
serve small businesses, large busi-
nesses, nonprofits and individ-
ual consumers across the United
States. “So it is one of the most
Main Street trade associations
that I can possibly think of,” Ms.
Abraham said. “Strength comes
from understanding, from exper-
tise and from deep knowledge,”
she said. “And I think we have
all of those” at PCI.
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Tokio Millennium Re defines its relationships by longevity.
We believe in consistently exceeding your expectations.
We believe in supporting your insurance needs.

We believe in building layer upon layer of relationships
with you, our valued clients, over the long term.

These qualities are at the heart of every relationship

at Tokio Millennium Re.

TOKIO MARINE
TMR

Tokio Millennium Re Ltd.

Tokio Millennium House, 3 Waterloo Lane, Pembroke HM 08, Bermuda
t: 1-441-296-6700 f: 1-441-278-1044 e: info@tokiomillennium.com w: www.tokiomillennium.com
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Monday mornings can test your mettle. Especially those that follow catastrophes such as Katrina or 9/11. The
upheavals that punctuated our first ten years in business have strengthened our discipline. Sharpened our
underwriting skills. And driven our strategic growth. The result? A financially-strong, global enterprise with 350
talented professionals, working from seventeen offices in seven countries - all dedicated to providing diversified
specialty insurance and reinsurance products, solving risk challenges one at a time. Roll on next Monday!
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