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Challenges for Real Estate firms in 2009

Recently, there has been a lot
of press about the challenges
that some firms have faced in
renewing their professional
indemnity (Pl) programmes
this year.

It is widely accepted that the recent
experience of cumulative premium/rate
reductions are not sustainable in the long
term, and this is particularly true with

the real estate sector, as a result of the
downturn in the UK property market which
has lead to an increase in claims and
notifications in this area.

Generally survey & valuation (S&V) activities
are viewed as a higher risk than firm's other
activities, such as general agency activities.
Valuers are often a target of lenders looking
to recover losses following a downturn in
the property market. This can also lead to
an increase in fraud related issues and it is
expected that an increase in the amount of
property related fraud claims will materialise
in the next couple of years.

Market Conditions

The RICS website details 41 qualifying
insurers able to offer compliant coverage,
however, this seemingly large number of
insurers is by no means a guarantee that
renewal will be easy. This is demonstrated
by the fact that these insurers have
different appetites:

e Not all insurers will write S&V risks

e Some insurers will write survey risks
but not valuation risks

e Some will write valuation risks but not
for lending purposes

* Some have limits on the amount of S&V
work they will accept as percentage of
the firm's overall revenue.

In addition to these factors, more general
changes in the insurance market regarding
underwriting considerations are also adding
to the pressure of insurance renewals:

e Insurers have become more selective
and are asking more questions,
including seeking supplementary
questionnaires before they will
provide terms
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get back to business with the minimum
level of interference.

- Risk management controls, i.e.,
valuation authorisation, peer review
process, sign off, etc.
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