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Charles Taylor to focus on  
Standard Club turnkey but  
keeps eye on emerging markets

Success of club’s syndicate 1884 will be initial focus, chief 
executive says

Alexis Burris
Reporter

New turnkey syndicate man-
ager Charles Taylor is 
focused on getting the Stan-
dard Club’s syndicate under 

way before launching other syndicates, 
the company’s chief executive has told 
Insurance Day.

But David Marrock said the company 
was looking out for opportunities from 
insurers in emerging markets keen to 
get into Lloyd’s.

The insurance services provider an-
nounced last week it would begin of-
fering managing agency services on a 
turnkey basis following the acquisition 
of businesses from marine mutual the 
Standard Club.

The managing agency’s first client is 
anticipated to be the Standard Club’s 
planned new syndicate 1884.

Charles Taylor and the Standard Club 
are understood to have secured in-prin-
ciple approval from Lloyd’s to create a 
managing agency and syndicate back in 
October 2014, with a projected go-live 
date of April 1, 2015.

Syndicate 1884 will write hull, ma-
rine and energy liability, energy phys-
ical damage, cargo and a diversifying 
book of directors’ and officers’ and er-
rors and omissions cover.

Marock said the company was in no 
hurry to bring in other new turnkey 
syndicates right away, as it will initially 
focus on the club’s syndicate.

“We intend to focus in the first year 
very much on making sure the syndi-
cate we bring into the market is done 
with a lot of focus and a lot of atten-
tion to make sure it is successful,” he 
said. “There are always opportunities 
out there and we would hope at a later 
point one of those opportunities would 
translate into a new syndicate from oth-
er third parties.”

Subject to regulatory approval, the 
turnkey service would be up and run-
ning shortly, Marock said.

He said interest in new syndicates is 
likely to come from emerging markets. 
“Many of the US and European insur-
ers who appear to want syndicates do 
already have syndicates, so realistically 
opportunities are going to come from 

where Lloyd’s has highlighted in its Vi-
sion 2025,” Marock said. “Asia, the Mid-
dle East, Africa and Latin America are 
just more likely going to be where the 
new syndicates come from.”

While the new service from Charles 
Taylor is competing with a number of 
longer-established turnkey managing 
agencies at Lloyd’s, such as Randall & 
Quilter (R&Q) and Asta, Marock said 
Charles Taylor’s involvement in other 
professional services would attract new 
opportunities to the service.

“For us, going in to establish a turn-
key managing agency already felt like 
a natural extension of what we already 
do,” he said.

Other managing agencies are also 
seeing key opportunities in emerging 
markets. “There’s a lot of interest from 
Bermuda, Europe and emerging mar-
kets,” Ken Randall, chairman and chief 
executive of R&Q, said.

Aviva Investors fined £17.6m over conflicts failures
The Financial Conduct Authority (FCA) 
has fined Aviva Investors £17.6m 
($27.2m) for failure to manage conflicts 
of interest fairly, writes Alexis Burris.

Weaknesses in Aviva’s systems and 
controls led to the company paying 
£132m in compensation to ensure funds 
it managed were not adversely affect-
ed. These included an abusive practice 
known as cherry picking, in which trad-
ers were delaying recording allocation of 
executed trades for several hours. This 
allowed traders who managed funds on 
a side-by-side basis to assess a trade’s 
performance during the course of the 
day and, when it was recorded, allocate 
trades that benefited from favourable 

intra-day price movements to one fund 
and trades that did not to other funds.

The FCA ruled that Aviva Investors 
failed to take reasonable care to orga-
nise and control its affairs reasonably 
and effectively and did not manage con-
flicts of interest fairly.

“Ensuring conflicts of interest are 
properly managed is central to the rela-
tionship of trust that must exist between 
asset managers and their customers. It is 
also a fundamental regulatory require-
ment,” Georgina Philippou, FCA acting 
director of enforcement and market 
oversight, said. “This case serves as an 
important reminder to firms of the im-
portance of managing conflicts of inter-

est effectively by implementing a robust 
control environment with effective sys-
tems to manage the risks.”

In addition, the FCA said Aviva Inves-
tors had been “exceptionally open and 
co-operative” since the failings were 
discovered and had taken significant 
measures in addressing the weakness-
es. The penalty was discounted by 30%.

“While Aviva Investors’ failings were 
serious, the FCA has recognised its ac-
tions since reporting its failings were 
exceptional. The level of co-operation 
and commitment to ensuring no cus-
tomers were adversely impacted meant 
it qualified for a substantial reduction 
in the penalty,” Philippou added.

Oil rig: syndicate 1884 will write 
energy liability, among other lines
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Scott Vincent
Editor, news services

Policymakers 
warned over 
ambitious 
capital 
standards 
timetable

Policymakers have been urged to 
take more time to develop a glob-
al capital standard for insurance 
groups, writes Sophie Roberts.

Respondents to a recent consul-
tation on a risk-based insurance 
capital standard (ICS) said more 
time is needed for both the devel-
opment and implementation of the 
standard, an official at the Interna-
tional Association of Insurance Su-
pervisors (IAIS) said yesterday.

John Maroney, head of capital 
and solvency at the IAIS, said the 
association expected to publish an 
initial version of the standard in 
December 2016, which will be fol-
lowed by a second version at the 
end of 2018.

“It’s important to emphasise that 
what is published at the end of 
next year is very much subject to 
change,” he said during a lecture 
at Lloyd’s. “This is part of our step-
ping stone strategy towards getting 
it right.” 

The ICS will apply to internation-
ally active insurance groups (IAIGs) 
from 2019 as part of the IAIS’s com-
mon framework for the supervi-
sion of IAIGs, or ComFrame.

Some have called the time frame 
in which the standard will be cre-
ated “very ambitious”. Trade fed-
eration  Insurance Europe has said 
the IAIS should to give itself enough 
time to design and test measures.

The IAIS is seeking feedback from 
national supervisors and stakehold-
ers on the three main components 
of the proposed ICS such as valua-
tion, qualifying capital resources 
and methods for determining the 
ICS capital requirement.

Maroney said priorities in 2015 
include the development of an 
example of a standard method 
for determining the ICS capital re-
quirement, further consideration 
of the approaches to valuation 
and the definition of qualifying 
capital resources.

Valuation is a problem area, giv-
en the vast differences of the valu-
ation approaches currently being 
implemented and used in Europe, 
with Solvency II, and in the US with 
GAAP, Maroney said.

On measurement tools, Maroney 
indicated using a “stress approach” 
would more than likely be the most 
appropriate test for a majority of 
insurance and market risks.

QBE increases reinsurance 
spend by $100m to reduce 
earnings volatility
Australian insurer has added aggregate treaty to its programme for 2015

UK P&I Club steams ahead as other 
mutuals see declines 

QBE has added a new ag-
gregate treaty to protect 
against the impact of 
large risks and catastro-
phes as one of a number 

of measures taken to transform 
the company’s performance af-
ter its North American business 
dragged it to a loss in 2013.

The Australian group revealed 
it had improved its profitability 
by around $1bn as it recovered 
from a $254m loss in 2013 to post 
a $742m profit for last year.

The new reinsurance treaty, 
providing roughly $1bn of cover, 
was one of the measures unveiled 
by QBE’s management as it contin-
ues to work to restore confidence 
in the business following the chal-
lenges that fully emerged in 2013.

The new treaty is in addition 
to QBE’s existing catastrophe and 

The UK P&I Club’s premiums were 
up 3.5% at the 2015 renewals de-
spite a strong approach to under-
writing, the club has reported, 
writes Alexis Burris.

After the renewal season closed 
on February 20, the club reported a 
net increase of 1.2 million gt of mu-
tual business, taking mutual owned 
tonnage to 127 million gt. 

Combined mutual owned and 
chartered tonnage increased 3% 
from February 20, 2014 and now 
stands at more than 225 million gt.

The club said some members 
with poor records withdrew at 
the renewals this year as the 
club took a disciplined under-
writing approach, which led to 
“robust negotiations”.

The club declined to quote on 
more than two million gt of new 
business from more than 20 own-
ers and charterer.

Hugo Wynn-Williams, chief ex-
ecutive of Thomas Miller P&I, the 
UK P&I Club’s manager, said:“We 
are delighted by the interest shown 
in the club, which was reflected by 
the 6.1 million gross tonnes of new 
business which came into the club 
during this renewal.

“It has been another good and 
strong renewal for the club, marked 
by continued controlled growth for 
the fourth year in succession while 
maintaining a resolute approach to 
underwriting,” he added.

UK P&I set a 6.5% general in-
crease at the renewals this year, 

the highest out of the International 
Group of P&I Clubs, after a partic-
ularly expensive year in terms of 
claims from the 2013 policy year.

Other P&I clubs have taken a 
similarly robust approach to un-
derwriting for the 2015/16 pol-
icy year.

Standard Club has said it did 
not offer renewal terms to a 
small number of members that 
did not meet the club’s quality 
and rating criteria.

As a result, Standard Club saw 
a small decline in tonnage of 
around three million gt at the 
renewal, however the club an-
ticipates that tonnage growth 
during the 2015/16 policy year 
will offset this reduction.

North of England saw the loss 
of some major fleets at the renew-
als, but said it has emerged “sig-
nificantly stronger” as a result of 
shedding owners with less favour-
able loss records.

“North adopted a robust but 
consistent approach to meeting 
its financial objectives,” Pratap 
Shirke, chairman of North of En-
gland, said.

“This meant not offering renew-
al terms to some members, due 
to irreconcilable concerns over 
their technical and claims perfor-
mance, and not agreeing renewal 
terms with members with poor 
claims records who were not pre-
pared to make a fair financial con-
tribution to the club.”

large risk programme, which re-
mains in place. The new treaty 
provides $960m of cover in ex-
cess of $1.1bn, a move QBE said 
would help reduce earnings vol-
atility and provide some capital 
savings. QBE’s captive reinsur-
er, Equator Re, remains in place 
with the treaty bought to provide 
further protection.

“Our new aggregate cover is de-
signed to produce a very full protec-
tion against large risk and catastro-
phe claims in the vast majority of 
circumstances we can imagine,” 
group chief executive, John Neal, 

and bloodstock, and the sale of its 
Eastern European businesses.

The morning of the results an-
nouncement also saw QBE sign a 
deal that will see it exit its trou-
blesome Argentinian workers’ 
compensation business.

Pat Regan, QBE’s chief financial 
officer, said the exit had been nec-
essary as the business had proved 
very difficult to price at an ade-
quate return given the legislative 
changes taking place in Argen-
tina, the long-tail nature of the 
business and the hyper-inflation-
ary environment.

Gross written premiums were 
down 9% to around $16.3bn, 
which was attributed to the re-
duction of some business in Eu-
rope and North America.

In North America, QBE im-
proved its combined operating 
ratio by 11 percentage points 
to 100.8% as it exited 11 pro-
grammes. The region still gener-
ated gross written premiums of 
$5.3bn, which included a 25% in-
crease in specialty business.

said in an analyst earnings call.
Neal revealed QBE is spending 

around $100m more on external 
reinsurance this year.

The additional reinsurance cov-
er is one of a number of measures 
taken by QBE during the past 
two years, during which time the 
company said it had reduced its  
top line premium by around $2bn.

The London and internation-
al business written through QBE 
European Operations is among 
the divisions to have been ra-
tionalised, with the complete with-
drawal from lines such as aviation 

Buenos Aires: 
QBE signed a 
deal that will 
see it exit its 
troublesome 
Argentinian 
workers’ 
compensation 
business

© Celso Diniz/ 
Shutterstock
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Pioneering spirit: Richard 
Coello on innovation at Lloyd’s 

Lloyd’s can regain its reputation  
for innovation, Pioneer’s head  
of financial institutions 
underwriting argues

Scott Vincent
Editor, news services

Financial institutions have 
been under increased 
scrutiny since the banking 
crisis of 2008, prompting 

an increase in regulatory require
ments across jurisdictions.

In Europe, the introduction of 
the Alternative Investment Fund 
Managers Directive (AIFMD) has 
meant fund managers now need 
to hold insurance protection or 
excess capital to cover the cost of 
professional negligence claims re
lated to their business.

This regulation applies to all 
fund managers marketing to 
Europe, regardless of their loca
tion, and has prompted Pioneer 
Underwriting to launch a prod
uct for global alternative invest
ment managers.

Pioneer, the underwriting 
agency arm of Minova, has de
veloped a product providing re
instatable excessofloss cover for 
European regulatory exposures 
a fund manager may have in its 
global programme.

The launch is the latest venture 
of Richard Coello, head of finan
cial institutions underwriting at 
Pioneer. Coello first rose to promi
nence in these pages in 2006 when 
with Ace, when he was named the 
inaugraul Insurance Day Young 
Underwriter of the Year. He then 
moved to Travelers, where he set 
up the financial institutions team 
in June 2008.

“At Travelers, we were the first 
market to actively target non
bank institutions. It was a differ
ent strategy from most of the rest 
of the market,” he says.

One of the restrictions working 
for a London branch of a major 
US insurer was the lack of growth 
opportunities in the US, given 
the company had the capabilities 

to handle this from its domestic 
base. This helped drive the move 
to Pioneer.

“At Travelers, we were never 
going to write US business from 
London. It didn’t need the addi
tional shop window from Lon
don and Lloyd’s. Pioneer gave 
us the opportunity to follow the 
same strategy but on a global 
scale,” he says.

Dodging the big banks
During his career as a financial 
institutions underwriter, Coello 
has avoided exposures to the ma
jor investment banks which were 
so closely linked to the credit cri
sis of 2008.

“Financial institutions busi
ness in London took a pounding 
in the credit crunch and a lot of 
markets faced a loss,” he says. 
“We are quite happy not to un
derwrite on the banking side. 
There are, however, some good 
startup banks coming through 
the system which realise the 
banking model has changed. 
These challenger banks are sav
ings and loans entities, rather 
than investment banks, and are 
the sort of entities I could con
sider underwriting.”

While a large percentage of  
the Pioneer team’s business 
comes from the investment  
management community, the 
team is willing to take on other 
financial institutions.

“In my view, financial institu
tions do not represent a homo
genous book of business. All 
financial institutions have very 
different risk profiles. Firms 
overall tend to have excellent 
loss records,” Coello says. “We do 
look at insurance company busi
ness, as well as stockbrokers and 
building societies.”

The team’s latest launch sits 
within its core fundmanage
ment space, where, Coello says, 
most of the businesses tend to be  
well managed.

“Overall this is a very profitable 
space and businesses are excel
lently run in the main,” he says.

Despite this, there have been 
examples of high-profile failures 
in the sector, such as the collapse 
of Amaranth Advisors in 2006, 
one of the largest hedge fund col
lapses in history.

“Badly managed or fraudulent 
schemes tell our brokers and 

ultimate buyers they need to in
sure,” Coello says. “We tend to 
see the history of claims in the 
fundmanagement space as infre
quent and severe.”

A typical fund manager will tend 
to have professional indemnity 
cover, directors’ and officers’ liabil
ity protection for both the boards of 
the fund manager and the fund it
self, and in some cases crime insur

ance. The AIFMD launch is aimed 
at enhancing the professional in
demnity component.

Coello says the latest product 
launch is a unique opportunity 
driven by the new regulations 
that have come into place.

“Ultimately, fund managers  
will have to comply with these 
regulations wherever they are in 
the world if they want to sell to 
Europe,” he says.

US opportunities
In particular, Coello sees opportu
nities to sell to the US fundman
agement community. “One of the 
components of the regulation is 
insurers offering the cover have 
to be authorised EU insurers. The 
EU regulation states this Europe
an cover has to be ringfenced.

“We fly to the US in the first 
week in March. New York and 
Boston are our first ports of call 
to start selling in the US. We’ve 
already had a hugely positive re
sponses from brokers in London.

“The regulators have designed 
the regulation for investor pro
tection in case a series of fund 
managers collapse,” Coello says. 
“We have come up with a product 
we think stands on its own merits 
and we think is very interesting 
to US clients. We think a product 
such as this can help put Lloyd’s 
back on the map for innovation.”

One anomaly with the present 
regulatory environment is that 
while the AIFMD has required 
insurance to protect major  
institutional investors, no such 
protection is in place for small
er investors.

“The  Undertakings for Collec
tive Investment in Transferable 
Securities directives oversee re
tail funds, which will include ISAs 
and small pension pots. There is 
no requirement in their regula
tion for insurance,” Coello says. 
“So there is the bizarre situation 
where you and I and the fund 
managers who invest our money 
are not required to have protec
tion. A similar insurance provi
sion seems logical to be applied 
here as well.

“It doesn’t make sense that big 
wealthy investors have insurance 
protection but smaller investors 
don’t,” he says. n

“Badly managed or fraudulent 
schemes tell our brokers and 
ultimate buyers they need to 
insure. We tend to see the history 
of claims in the fund-management 
space as infrequent and severe”
Richard Coello
Pioneer Underwriting
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Eurozone contagion risk

Bailout extension deal should allow Greek banks to 
continue receiving liquidity support from the ECB but 
puts pressure on Alexis Tsipras’ government

IHS Country Risk

The eurozone has agreed 
to extend Greece’s bail-
out for another four 
months following a meet-

ing of eurozone finance ministers 
(Eurogroup) on February 20. This 
was the third Eurogroup meeting 
since Syriza won the Greek legis-
lative elections in late January.

The extension is conditional on 
the Greek government present-
ing a set of structural reforms. 
Greece’s official creditors will 
review the measures and decide 
whether they are sufficient as 
a starting point for a successful 
conclusion of the review of the 
last tranche of funds of the ex-
isting bailout. If this hurdle is 
overcome, Greece and its cred-
itors will agree on a final set of 
reforms by the end of April. The 
tranche, which includes profits 
from holdings of Greek bonds by 
national central banks and funds 
from the International Monetary 
Fund (IMF), will not be released 
until the review is approved by 
the Eurogroup.

The joint statement released 
following the meeting suggests, as 
expected, the Greek government 
has made significant concessions 

to reach the agreement. For exam-
ple, it mentions Greece reiterates 
its commitment to honour its fi-
nancial obligation to “all creditors 
fully and timely”, suggesting debt 
relief is (at least for the moment) 
off the cards. It also highlights 
that Greece will commit to posting 
primary surpluses in “line with 
the November 2012 Eurogroup 
statement”, although this year’s 
target will take any deceleration 
of activity into account. 

Greece has also committed 
“to refrain from any rollback of 
measures and unilateral chang-
es to the policies and structural 
reforms that would negatively 
impact fiscal targets, economic 
recovery or financial stability”. 
This means many measures in-
cluded in Syriza’s pre-electoral 
economic programme, such as 
minimum wage increases, will 
not be implemented during the 
coming months at least. The Eu-

rogroup statement also highlights 
that the IMF will continue to play 
a role in overseeing Greece’s prog-
ress and providing funds.

Despite the positive outcome, 
there are still several challenges. 
The agreement has put Greece’s 
prime minister, Alexis Tsipras, 
in a precarious position at home,  
despite his argument Greece’s 
ability to present its own reforms 
in return for the expanded bailout 
deal was a positive achievement.

The agreement has caused 
splits in Tsipras’s government, 
with Syriza MEP Manolis Glezos 
criticising the prime minister for 
“backtracking” and apologising to 
Greek voters for the Syriza lead-
ership “deceiving” the public. 
The two-party Syriza-led coali-
tion controls 162 out of 300 seats 
in the legislature at present, so  
single-digit resignations would 
not immediately affect govern-
ment stability. However, disunity 
in the ruling party would increase 
government instability risks in 
the one-year outlook.

Recession expected in Q1 2015
The agreement should allow 
Greek banks to continue receiving 
liquidity support from the Euro-
pean Central Bank, assuming the 
government manages to present 
a satisfactory set of reforms. The 
agreement is also likely to decel-
erate the pace of deposit outflows 

seen since Syriza gained power. 
However, deposits are unlikely to 
return to their pre-January level, 
given uncertainty regarding the 
ability of Greece to reach a per-
manent deal with its creditors in 
June is still high.

Uncertainty is also expected to 
continue to have a negative im-
pact on activity and, following the 
first contraction in activity in a 
year during the fourth quarter of 
2014, the economy is anticipated 
to enter recession during the first 
three months of 2015.

Risks of protests and riots 
would re-emerge in the second 
half of 2015 should the Syriza 
government give way to euro-
zone creditor pressure and agree 
to continue unpopular austerity 
measures and structural reforms.

Key potential sticking points 

include the continuation of the 
privatisation programme and la-
bour market reforms, particularly 
measures to increase the ease of 
firing (and hiring). In this case, 
we would expect to see further 
defections from Syriza’s ranks, as 
well as the potential resignation 
of Syriza’s coalition partner, the 
anti-bailout/anti-austerity Anex-
artitoi Ellines party. The latter 
scenario would deprive the gov-
ernment of its parliament major-
ity and would be highly likely to 
trigger another early election and 
a prolonged political stalemate. n

IHS Country Risk leverages the 
company’s detailed qualitative 
and quantitative analysis of 204 
countries, covering political, 
economic, legal, tax and  
security risks.

Spain remains resilient
Spain raised €4.17bn ($4.75bn) 
from a triple bond sale at an auc-
tion held on February 19. The sale 
was below the upper end of the 
target range, with the treasury 
planning to issue bonds totalling 
between €3.5bn and €4.5bn. The 
latest bond auctions remain en-
couraging, underpinned by solid 
investor demand and record low 
yields, despite notable risks from 
Greece and Spain.

First, the stand-off between 
Greece and the Eurogroup on the conditionality of further financial 
assistance to the country is threatening to relight the eurozone sover-
eign debt crisis. Indeed, the recent events in Greece are causing some 
discomfort for Spain, which faces an awkward general election in late 
2015. Specifically, the emergence of the anti-establishment Podemos 
party is a risk, with the party continuing to enjoy considerable sup-
port according to the latest opinion polls.

Critically, investors remain calm about the higher political un-
certainty, with resilient demand for Spanish sovereign debt continu-
ing to enjoy support from the recent stimulus actions undertaken by 
the European Central Bank (ECB) and the improving Spanish econom-
ic data. In addition, investors welcomed the ECB’s decision to launch 
quantitative easing in the face of deflation gripping the eurozone.

We continue to acknowledge prevailing economic, political and 
fiscal challenges still facing Spain in 2015, which could have an 
impact on future debt auctions and yields. These include some 
lingering downturn characteristics, the ever-present risk of more 
financial woes at its recovering banks still being exposed to the 
docile real estate market, struggling regions needing further assis-
tance, missed fiscal targets both at the national and regional level 
and the threat of political fragmentation after the general election 
in December 2015.

Worryingly, a fragmented government after the next election would 
be a setback, implying the end of Spain’s stable political environment, 
a key factor behind the recent progress made on fiscal, banking and 
labour market reforms during the crisis. Nevertheless, an inconclu-
sive general election would trigger pressure on Spain to find a work-
ing political solution, even a grand coalition of the two major political 
parties: the centre-right Partido Popular and Partido Socialista Obrero 
Español. However, this process could trigger some uncertainty, push-
ing up Spanish bond yields during the political haggling. n

Greece
Country risk

2.8
High

Greece’s finance minister, 
Yanis Varoufakis (centre), 
arrives for a Eurogroup 
meeting in Brussels
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Spain
Country risk

1.7
Elevated
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An alignment  
of interests
The chief executive of Lockton International on the 
company’s transformation since it became the first 
broker of its size in the UK to adopt a limited liability 
partnership structure five years ago

Rasaad Jamie
Global markets editor

When Alexander 
Forbes Inter
national Risk 
Services (AFIRS) 

announced in May 2006 Mike 
Hammond would replace John 
PercyDavis as chairman of the 
South Africanowned London 
market insurance and reinsur
ance broker after PercyDavis 
stepped down the following Sep
tember, the appointment made 
perfect sense to everybody in the 
market who had followed the for
tunes of AFIRS over the previous 
three years.

Its revenues had been more or 
less static over that time, and with 
expenses and business acquisi
tion costs having risen signifi
cantly over the same period, the 
company was clearly under some 
pressure. There were few peo
ple in the London market better 
qualified than Hammond to work 
with Stuart McCullough, AFIRS’s 
chief executive, who himself had 
joined the company less than a 
year earlier, to identify and de
velop new opportunities to grow 
the business. An industry veteran 
of 26 years’ standing, Hammond 
had served as chief executive of 
both Marsh UK (where for a time 
he also ran Marsh’s specialty lines 
division) and JLT Risk Solutions. 

Three months later, however, 
Alexander Forbes announced 
AFIRS had been sold to Lockton, a 
US retail broker based in Kansas 
that was virtually unknown in the 
London market.

Up for sale
The reality at AFIRS was very 
different from what had been 

portrayed in the press, Ham
mond says. Instead of refocusing 
and reinvesting in the business, 
AFIRS’s owner, Alexander Forbes, 
had decided some months earli
er it would put it up for sale and 
concentrate on its domestic South 
African business. “So I knew the 
international business was up for 
sale when I joined in May. But the 
interesting part of the story is I 
had been approached by Lockton 
before I was approached by Alex
ander Forbes. In fact, I was sitting 
in Heathrow airport on my way 
to meet David Lockton in March 
2006 when the phone rang and 
it was the advisers to Alexander 
Forbes asking me if I would meet 
with the company’s chairman to 
discuss the possibility of joining 
Alexander Forbes. I had to explain 
to them both sides had called me 
within the space of 72 hours and 
that, actually, I was already on  
my way to see Lockton, one of the 
potential suitors.”

Lockton had established a rela
tionship with AFIRS 10 years be
fore Alexander Forbes’ decision 
to sell its international business, 
Hammond says. The company’s 
founder, Jack Lockton, had start
ed the business in 1966, generat
ing around $50,000 in revenue  
for the first year. By 1980, the 
company passed $1m. By 1997, 
with Lockton still an entirely US
based business with something 
like seven or eight offices across 
the country, the company exceed
ed $100m in revenue. However, 
the company was increasingly 
dealing with the kind of client that 
needed risk management and in
surance services outside the US, 
so Lockton started to look for an 
international partner.

“By 1997, of course, a lot of Lon
don market brokers had either 
been bought or were already as
sociated with an American broker, 

ly listed company and the sale 
of AFIRS had to be conducted 
through an open and transpar
ent auction process to ensure the 
shareholders were getting a fair 
price for the business. Indeed, 
Hammond had inserted a clause 
in his contract with Alexander 
Forbes saying if it sold AFIRS to 
one of the big four publicly listed 
brokers – Marsh, Aon, Willis or 
JLT – that he would help it get the 
best price for the business, but he 
would not join any of those com
panies. “I had worked for both 
Marsh and JLT and I did not want 
to work for another publicly listed 
broker, so one attraction for me of 
a deal with Lockton was the com
mitment of the Lockton family 
that they wanted to stay a private 
company. So when Lockton asked 
me if I would agree to come in as 
chairman and chief executive if it 
was successful in winning the bid, 
I said yes.”

Lockton had made it very clear 
to Hammond it wanted to win. 
“Its reason for acquiring AFIRS 
was completely different from 
that of its competitors, which saw 
AFIRS as just another bolton to 
buy some revenue, to cut some 
cost and, in the process, further 
consolidate the market. It was 
very different for Lockton. It had 
zero assets outside North Ameri
ca. It wanted to buy the business 
to enable its US producers to con
tinue to compete in their domes
tic market, which would only get 
harder without an international 
operation of its own. For example, 
in 2006, Lockton generated rev
enue of $410m and the business 
was growing between 10% to 15% 
every year. At that rate, it was set 
to hit a $1bn within the following 
10 years and, as part of that pro
cess, acquire more Fortune 1,000 
and large middlemarket US cor
porates, which require service on 
a global basis. So Lockton really 
needed an international presence 
to prevent itself being marginal
ised in the US. So, at the time, that 
was Lockton’s primary motiva
tion for acquiring AFIRS.”

Very different business
Today, however, Lockton Inter
national is a very different busi
ness from the one acquired 
eightandahalf years ago. With
in the first two years, 90% of the 
leadership team who came with 
the AFIRS acquisition had depart
ed, mainly as a result of the differ
ences between the Lockton and 
AFIRS corporate cultures. “There 
was not really a coherent culture 
or set of principles in Alexander 

Forbes’ international business, 
unlike in the South African busi
ness, where there was a very 
strong culture. The internation
al businesses had been acquired 
and put together over a 10 to 12
year period, but they were never 
really integrated. So, rather than 
try to integrate people who had 
not worked together for the past 
10 years, we basically decided to 
clear the deck and bring in an 
almost totally new leadership, to 
bring in people who all shared 
the same vision. There were, 
in the UK, a few hidden jewels, 
such as the political risk and 
trade credit and real estate and 
construction businesses, where 
the management was absorbed 
into the Lockton culture. But the  
sense was the rest of AFIRS need
ed to change and it needed to 
change quickly.”

Luckily for Hammond, this 
was shortly after thenNew York 
attorneygeneral Eliot Spitzer’s 
investigation into the corporate 
insurance broking sector in New 
York. “A lot of the bigger brokers 
were in the process of grappling 
with the new reality produced by 
Spitzer, so we were able to attract 
some fantastic people who felt 
disenfranchised at their existing 
companies and were looking to 
make a new start. People like Neil 
Nimmo, Chris Brown, Paul Jack, 
Julian James, EJ Hentenaar and 

Mike 
Hammond CV
Mike Hammond joined Lockton 
in June 2006. Upon Lockton 
International’s formation in 2006, 
Hammond embarked on a major 
reorganisation of the business and 
hired a new leadership team. More 
than 500 new associates have since 
joined Lockton around the world.

Before Lockton, Hammond worked 
for Marsh and in April 2000 was 
appointed chief executive of Marsh 
UK. In April 2002 he was given profit 
and loss responsibility for Marsh’s 
aviation, energy, financial professions 
and marine businesses in the UK. 

In 2004,  Hammond joined Jardine 
Lloyd Thompson, where he served as 
chief executive of JLT Risk Solutions. 

Hammond has more than 30 years’ 
experience in re/insurance and 
broking risk management for global 
corporations. His specialist fields 
include high-level insurer liaison, 
complex alternative risk-transfer 
structures and captive utilisation.

so Lockton chose AFIRS as its in
ternational partner because it was 
unattached and because the busi
ness, which was an amalgamation 
of other international brokers 
including Citigroup and Nelson 
Hurst, had operations in the UK, 
Asia and in Latin America. It also 
had a number of partnership ar
rangements with local brokers in 
Europe. This very much fitted the 
service profile of those Lockton cli
ents in the US with business inter
ests abroad. Lockton also agreed 
with Alexander Forbes that should 
it ever sell the international busi
ness, Lockton would be given an 
option to buy it.” 

One-off
The $150m acquisition of AFIRS 
in 2006, which would make Lock
ton the largest privately owned 
broker in the world, represented 
a significant departure for the US 
broker, which up to that point had 
largely relied on organic growth. 
Indeed, of the 18 Lockton offices 
across 13 US states, only five had 
been acquired. Indeed, its group 
chairman, David Lockton, de
scribed the acquisition of AFIRS 
as a onceinalifetime opportuni
ty that enabled Lockton to estab
lish an international presence, 
something which would have 
been very difficult to do without 
an acquisition. At the time, there 
were a few other suitable targets 
such as Heath and HSBC, but the 
competition to acquire these com
panies was significantly more 
intense than the competition for 
AFIRS, widely perceived to be 
struggling. Indeed, Heath and 
HSBC were later sold to Arthur J 
Gallagher and Marsh respectively. 

However, there was no guar
antee Lockton would be success
ful in the bidding war for AFIRS, 
Hammond says. To begin with, 
Alexander Forbes was a public
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Tony Hardy. These were people 
who had been in very senior posi
tions at other companies.” 

Partnership
The retention of talent is a major 
priority within Lockton Inter
national. Indeed, the company 
introduced a limited liability part
nership structure in 2010, the first 
broker of its size to do this in the 
UK. Although the decision to im
plement the partnership structure 
had its origins in the producer 
led business model adopted by 
Lockton in the US, it is not a  
global partnership, according to 
Hammond. “If you go to Thailand, 
to Mexico, to Dubai or to Brazil, 
the partnership structure takes 
a different approach depending 
on the local regulatory and tax 
regimes. In the UK we have built 
and added to the producerled 
culture which exists in the US. 
That culture does not play consis
tently well around the world. We 
have to reflect local business cul
ture. It is one of the reasons we 
were able to attract the people we 
wanted to attract in other coun
tries. And, probably, more impor
tantly, to keep the people we want 
to keep. This is particularly true 
in parts of Asia and Latin Amer
ica. The partnership structure 
has been crucial to our retention 
rate,” Hammond says.

Virtually all the associates who 

came together eight years ago, 
including the political risk and 
real estate leadership who came 
across from AFIRS, are still with 
Lockton today. Indeed, Ham
mond reassumed the chief execu
tive role at Lockton International  
in 2012 when Julian James left to 
become chief executive of Allied 
World Europe, the only major 
change in eight years. But for 
Hammond, it is about finding the 
right people and providing them 
with an environment that enables 
them to exceed their own expec
tations. He quotes David Lockton 
about not letting the organisation 
get in the way of a good sales
person. “When you look back 
over the past 24 months, every 
single one of our major com
petitors has gone through some 
sort of leadership change. Ev
ery single one has gone through 
a restructuring. What does this 
constant restructuring do? It 
does two things. It moves people 
around. In some cases, it moves 
people from doing what they are 
good at to something they are less 
good at. And for the clients, it cre
ates new structures which have 
to be navigated before they can 
get to the person to provide them 
with the service they need.”

Twice the size
He points out the team of people 
who came together in 2006 also 

managed to create something 
that had not been envisioned at 
the time of the acquisition: “A 
private but truly global broker 
which was able to elbow its way 
on to the stage with the big three.” 
The Lockton group, which works 
to an April 30 fiscal year end, ex
ceeded $1bn in revenue for the 
first time in 2012. This year, the 
group, according to Hammond, 
“will almost certainly” exceed 
$1.2bn. That figure, at constant 
exchange rates, compares with 
$632m in revenue generated by 
the group in 2007, the fiscal year 
in which the international busi
ness was acquired. In 2007, the 
international business produced 
revenues of around $160m. This 
year, it is expected to generate 
around $320m. “So, since the ac
quisition, we will have doubled 
the size of the international busi
ness, while Lockton US has dou
bled the size of the US business 
– and that without making anoth
er acquisition.”

According to Hammond, less 
than 10% of the international 

business’s growth over the past 
eight years was as a result of  
“reverse flow” from the US (ie, the 
servicing of US clients’ business 
overseas). “More than 90% of that 
growth is due to the expansion 
of indigenous businesses in the 
UK, in Thailand, in Australia, in 
Dubai, in Brazil and in Mexico. 
Our Mexico business is more than 
double the size it was. Our Bra
zilian business – and this is all in  
local currencies – is three times 
the size it was. Three years ago, 
we did not have a business in 
Australia. And in the US, there is a 
lot of domestic business Lockton 
would not have won had we not 
been able to service the clients’ 
needs in China, for example.”

Alignment of interests
Although Lockton does not have 
an office in Europe, it services 
the region through partnerships 
with a number of independent, 
privately owned brokers under 
the auspices of Lockton Global, 
a formal arrangement which 
binds these companies, which 

are almost universally retail 
brokers, together.

“We don’t own everything in 
every country. But we inherit
ed, through Alexander Forbes, 
relationships with some of the 
largest privately held brokers in 
Europe. The idea behind Lock
ton Global is to make sure we 
service our clients to the same 
high standard around the world. 
Wherever possible, we are work
ing with either the largest or  
one of the largest privately held 
brokers in each market.

“So, between us there are 
some very strong synergies in 
terms of the service culture, the 
level of expertise, the scope of 
business and who we compete 
against on a daily basis. There is 
no point in having a partner who 
is not competing every day with 
Marsh, Aon or Willis in their 
domestic markets. They have 
the same needs as we have and, 
frankly, that is why the arrange
ment works. Because there is an 
alignment of our clients’ inter
ests,” Hammond says.   n

When Lockton acquired AFIRS in 
2006, with the sole exception of 
the Mexican business, the acqui
sition did not include employee 
benefits consulting services. “We 
were not interested in that. Alex
ander Forbes sold the UK benefits 
business to JLT. But the Mexican 
office had an employee benefits 
business embedded in it. In every 
other part of the world, we cre
ated the employee benefits busi
ness ourselves,” Hammond says. 

Consequently, Lockton Inter
national’s employee benefits op
erations are significantly smaller 
than those of Lockton US, which 
generates fees and commissions 
of more than $300m, nearly quar
ter of the group’s total revenues. 
However, Lockton Internation
al’s benefits business is growing 
fast in the emerging markets, 
particular in Mexico and Brazil, 
Hammond says. Indeed, in Mex
ico, Lockton International’s em
ployee benefits business is bigger 
than its property/casualty busi
ness. And Hammond anticipates 
the company’s Brazilian benefits 
business will most likely be big
ger this year than its property/ 
casualty business. The story, 

however, is slightly different in 
Asia and the UK.

“Although we are very small 
in Asia, the opportunity for us to 
grow in that market is huge. But 
in Asia and in the UK, we are in 
very different stages of our de
velopment. We have been in the 
benefits business in Mexico for 15 
years, whereas we have only been 
in the benefits business in Asia, 
the UK and Australia for three 
years or less.”

In the UK, Lockton Internation
al brought over a team of people 
from Hymans Robertson two 
years ago. “We are very focused 
on few niche areas in the bene
fits market. We are not in pen
sions. I don’t ever see us in my 
lifetime trying to enter into that 
field. We are very focused on the 
healthcare sector, where for us 
there are synergies with our other 
businesses because, in healthcare, 
the business is focused on trans
actional consulting services as 
opposed to the provision of pure 
pensions advice, an area which is 
very crowded at the moment.”

Hammond fully expects em
ployee benefits as a proportion 
of Lockton International’s over

all revenues to grow faster than 
the property/casualty revenues. 
“But we are growing from a very 
small base. Do I see it as being a 
quarter of the business? I could 
envision that, but you have to 
remember the global benefits 
market is very diversified and, 
frankly, at the top end, when you 
are dealing with Fortune 1,000 
pension schemes, there are only 
two or three places to go. You 
need the infrastructure to service 
that business. So that is not an 
area Lockton International will 
go into. Lockton US might take 
a different view because it has 
got far more critical mass in that 
market. Lockton International 
has just started a benefits busi
ness in Abu Dhabi. We are very 
much focusing on the emerging 
regions of the world. But to date 
it has not been a global strategy. 
However, that is about to change. 
This does not mean we are going 
to be in benefits in the same mar
kets we are in property/casualty. 
That is a countrybycountry dis
cussion. But certainly, our focus 
is on providing local and global 
healthcare services rather than 
pensions provision.” n

Reaping the benefits



Catlin’s Jardine and Meuli get 
seats at XL Catlin top table

Further wave 
of senior 
appointments 
confirmed

Cyclone Marcia insured loss 
rises to A$53m

Catlin’s chief operating of-
ficer, Paul Jardine, will 
remain within the com-
bined XL Catlin business, 

it emerged as a further wave of 
senior positions were confirmed.

Jardine will become chief expe-
rience officer of the new company 
once XL’s acquisition of Bermuda- 
based Catlin completes. He will 
have responsibility for the group’s 
communications and marketing 
function, global claims and distri-
bution strategy.

In addition, Catlin’s chief finan-
cial officer, Benji Meuli, has also 
secured a seat at the top table, 
taking the role of chief invest-
ment officer.

Meuli will assume the role 
from Sarah Street, currently chief 

The bill for insured damage from 
cyclone Marcia yesterday rose to 
A$53m ($41.1m), the Insurance 
Council of Australia (ICA) has re-
ported, writes Scott Vincent.

The Australian insurance as-
sociation said more than 9,000 
claims have now been filed with 
insurers as a result of the storm.

Marcia, which struck the 
Queensland coast and passed 
directly over the town of Rock-
hampton, was a category five 

storm on the Australian cyclone 
scale, the first to hit Queensland 
since cyclone Yasi in 2011.

Insurance Australia Group 
(IAG) said  it had received around 
700 claims as of Sunday related to 
Marcia. IAG said the majority of 
claims have been received from 
personal lines customers holding 
policies under the NRMA Insur-
ance, CGU, Lumley Insurance, 
WFI and Coles brands.

The insurer said approximately 

90% of the claims received to date 
relate to property damage caused 
by heavy rain and high winds in 
Queensland and northern New 
South Wales.

Queensland has been hit by a 
number of damaging storms in 
recent years. Last year, cyclone 
Ita caused approximately A$8.4m 
in insured losses, according to the 
ICA, while the remnants of cy-
clone Oswald caused A$977m in 
losses in 2013.

investment officer of XL, who will 
continue working at the com-
bined company on a part-time 
basis as the lead on key innova-
tion projects.

There had been speculation that 
Jardine and Meuli may have lost 
out on top jobs when they were 
not named when the first wave of 
senior management appointments 
were confirmed last month.

These included Mike McGavick, 

who will remain as chief execu-
tive of the combined company, 
and Stephen Catlin, appointed ex-
ecutive deputy chairman.

In the latest wave of senior posi-
tions to be announced, XL’s Eileen 
Whelley, will remain as chief hu-
man resources officer of the com-
bined company, and Kirstin Gould, 
XL’s general counsel and secretary 
of XL, will become chief counsel.

Myron Hendry, who has served 

as the chief platform officer of XL 
since 2009, will continue in the 
role at the combined company. 

Hendry is currently serving as 
an integration director with Adri-
an Spieler, Catlin’s chief adminis-
trative officer, who will join the 
leadership team during the inte-
gration process.

In addition, Susan Cross, XL’s 
global chief actuary, will continue 
to hold that position, and Jacob 

Rosengarten, XL’s chief risk offi-
cer, will continue in that role.

Last month, Paul Brand, Catlin’s 
chief underwriting officer, was 
named chief underwriting officer 
for insurance and chair of the in-
surance leadership team. It was 
also confirmed Peter Porrino will 
remain chief financial officer, the 
role he holds at XL.

Greg Hendrick will become chief 
executive of reinsurance, having 
previously led XL’s reinsurance 
business before moving to lead its 
insurance division in 2012.

Kelly Lyles, chief executive of 
XL’s global professional lines, will 
serve as deputy chair of the insur-
ance leadership team and chief 
regional officer for insurance.

An XL spokesperson said: “We 
are fully committed to capitalising 
on the strengths of both XL and 
Catlin to enhance our opportuni-
ties to create value for sharehold-
ers and better serve clients and 
brokers. Bringing together the tal-
ent and expertise from both com-
panies is a big part of that effort.”

Michael Faulkner
Editor

Bermuda: more senior 
appointments have been 
announced in XL’s acquisition 
of Bermuda-based Catlin
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A road in Morayfield, Australia 
is closed because of flooding 
caused by cyclone Marcia
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