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Employee behavior
An employee who engages in fraudulent conduct may 
not change their behaviour in any way. In a number 
of instances, however, fraudsters exhibit similar 
characteristics. These in isolation may not appear 
alarming or suggest a reason to suspect dishonest 
conduct but in a wider context may justify further 
investigation.

Companies should remain suspicious of changes 
in employee lifestyles that do not fit an employee’s 
personal circumstances and level of remuneration. 
Such changes could include lavish spending, luxury 
holidays, purchasing designer goods, new cars 
and home improvements. Employees often try to 
justify such spending; common explanations include 
lottery wins, inheritance payments and spouse job 
promotions.

A significant number of frauds are prompted by 
gambling and, less commonly, drug and alcohol 
addictions. Addicts are renowned for trying to disguise 
their problem but it is worthwhile for companies to 
remain mindful of any changes in behaviour that may 
suggest an issue. Such changes could include reduced 
social contact. Employees with gambling problems 
often use on-line companies and there may be 
evidence of on-line gambling on company computers.

Following on from the above, companies should 
remain mindful of other factors that may induce 
employees to conduct fraudulent behaviour. This 
could include financial hardship including excessive 
borrowing and changes in personal circumstances.

It is worth noting that confronting an employee about 
a possible problem and seeking to assist them could 
prevent the individual from ever engaging in dishonest 
conduct.

It is also useful to maintain a healthy scepticism 
regarding employees who refuse to take holidays. 
Although this could indicate a diligent and hard-
working individual, it is also a tactic used by fraudsters 
to ensure that their fraudulent activities are not 
discovered whilst they are away from the office. This is 
often particularly the case with employees who work 
in finance departments and need to make regular 
postings into accounting systems to disguise fraudulent 
transactions.

Employees who are involved with fraud also often 
work earlier and later than their colleagues. This 
allows them to undertake their fraudulent activities 
with less of a risk of being detected.

Although there may be no indication of employee infidelity, management should 
be mindful of warning signs and sceptical of activities within their companies. 
In hindsight, a lot of companies who are the victim of fraud feel that there were 
indications that something was amiss.

We set out below some of these possible signs and common themes across many  frauds.



Other indicators
A key warning sign of fraud is a change or 
unexplainable profit margin or accounting entries 
that seem unusual. Any such discrepancies should be 
thoroughly investigated.

In order to assist with this, it is helpful to prepare 
accurate budgets so that anomalies are more easily 
identified.

This thought leadership article is not intended to constitute a definitive, up-to-date, or complete statement of the law, nor is any part of it intended to constitute legal 
advice for any specific situation. You should take specific advice when dealing with specific situations and jurisdictions outside England & Wales.
American International Group, Inc. (AIG) is a leading global insurance organization serving customers in more than 100 countries and jurisdictions. AIG is the marketing 
name for the worldwide property-casualty, life and retirement, and general insurance operations of American International Group, Inc.
All products and services are written or provided by subsidiaries or affiliates of American International Group, Inc. Products or services may not be available in all countries, 
and coverage is subject to actual policy language. Non-insurance products and services may be provided by independent third parties. Insurance products may be 
distributed through affiliated or unaffiliated entities.  In Europe, the principal insurance provider is AIG Europe Limited.
Additional information about AIG can be found at www.aig.com | YouTube: www.youtube.com/aig | Twitter: @AIGemea | LinkedIn: http://www.linkedin.com/company/aig
AIG Europe Limited is registered in England: company number 1486260. Registered address: The AIG Building, 58 Fenchurch Street, London EC3M 4AB.
AIG Europe Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority  
(FRN number 202628). This information can be checked

GBL00001077 Warning Signs of Employee Infidelity Aug16

ASL are specialist loss adjusters. They have worked closely with AIG and 
their clients for many years investigating the full spectrum of crime claims 
including stock losses, employee fraud and social engineering frauds.


