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Increased P&l competition will push
brokers’ role further

W ednesday 02 November 2011, 17:23

INCRE ASED regulatory demands are changing the way in which P&l
clubs operate and creating competition between clubs which may
provide more opportunities Tor brokers.

Tyser's director Martin Hubbard said the Financial Services Autharity now
treated clubs as though they were ordinary insurers.

"The attention from the regulatar and agencies like Standard and Poor's
means that clubs have to hold a lat more of their members' money for free
reserves and this reduc es their pure mutual experience. The world of P&l has
changed and it is now treated like a commercial insurance. 1tsworld is more
complicated and there has been in increase in compettion.”

Anather broker said that cedainly in the lag five to sk years, since the talk of
Solvency I, clubs had made the move to increase capital and fre e reserves
and that this did clash with the id ea of keeping members' maney in their
pockets.

"eneral increases help clubs build reserves andthistrend is likely 1o
cortinue forthe next couple of years until Sokency |l comes in It does create
mare competition but it doesn't change the fundamental that clubs are service
arientated," he said.

Anather upcorming requlatar measure which could fundamentally alter how
clubs operate isthe much discussed Eumnpean Commission review of the
International Group of P& Clubs.

mr Hubbard said the reviesy had taken an anfully [ong time and, as previoush
repaorted, clubswere already lowering their release calls in anticipation.

"Clubs wion't want ary ¢hange 1o the Internation al Group A dreerment but this
weolld allowy ooniers to put more pressure on clubs as it will be easier for them
toleave. Currentl some shipowners sometimes have to gay with a club they
are unhappy with because they cannot afford to leave. Changing the 1G4
wiolld increase competition and the role of the broker further. Shipowners
wiolld need much more advice as it is now diffic lt for clubsto quote freely "



LInder the current 1GA when a shipawner moves clubs, for thefirstyear of
entry, the new club can only offer the same terms as the former club had

puoted and is not able offer any financial inducement to the owner to mov e,

Howwew er, another braker said that while reducing the releasze call margins
wiolld mean that moverment betiween clubswould no longer be over
penalised, he thought that, regardless of what change the review may bring,
most owners wou ld stay where they were and any change would just bring a
lot more wiark for ev enyone.

RFIB director Migel Russell argued that competiion between clubswas
already hotting up in certain areas.

" hile they don't cormpete on existing 1GA business, there is a ot of

competition surrounding new vessels and you can see this in the chorn,” he
gaid.

mr Fussell pointed to Gard and the Standard Club, whose tonnage has gone
Up by B8% and 99% respectively overthe las five yvears while average
premiurm ratings dropped by 25%. He said thiswas be cause they had been
puoting ower premidms an new ve ssels that have come in. Moth and S kuld
have also seen pretty big premiu m reductions of 18% while their tonnage has
shat up.

"Clubs also compete on service and the amount of information tey give out.
Clubs are diversifying into other types of insurance such as charterers liability
ar hull and here they are very competitive," Mr Bussell said. "There is
encouragement for P&l clubsto move into other markets. | do think this wil he
a grovwing trend. Rating agencies seem to padicularly like mutuals moving
heyvond monolines and adding ather strings to their bow:"



