
Keeping up with evolving property risks
As property risks become larger and more complicated, risk transfer remains important 
but even more vital is that companies find help to understand those complexities and  
make plans for risk mitigation

Commercial businesses reg-
ularly face the threat of 
events such as fire, natural 
catastrophe and terrorism, 

all of which cause damage as well 
as business interruption. 

However, for high-value as-
sets and large income streams, a  
casualty from natural or man-
made perils can mean corporate 
disaster without the right protec-
tion in place.

Today, those risks to business 
are increasingly varied and 
complex. Operating in diverse 
and foreign markets, changing 
regulatory frameworks, along 
with emerging technologies and 
the development of new work-
ing practices and partnerships 
are all combining to present 
new uncertainties.

The speed with which business 
activity is changing can make 
these risks hard to identify and 
the control of the exposures dif-
ficult. So businesses are increas-
ingly looking to the insurance 
industry to deliver a package of 
solutions that include, but are not 
confined to, financial reparation 
after the event.

This starts with being able to 
take on the increasing risks that 
businesses are facing. In 2012, 
AIG introduced large limits prop-
erty cover, up to $1.5bn per risk, 
responding to businesses’ grow-
ing demand. This has recently 
been raised to $2.5bn as more and 
more companies (particularly 
multinationals) look for solutions 
that have the capacity to protect 
them against the broad spectrum 
of risks they face worldwide.

But having adequate protection 
in place should the worst happen 
is only part of the equation. As 
businesses – especially those op-
erating globally – seek growth and 
opportunities in new markets, 
they find themselves operating in 
less familiar places. For example, 
industrial plants are moving to 

new countries in search of a low-
er cost base, and manufacturers 
are stretching their supply chains 
across more countries and suppli-
ers than ever before. 

For risk managers, this has led to 
fresh challenges. They must now 
view risk from new and different 
angles, from a global perspective, 
while considering the local issues 
that dealing with different coun-
tries and cultures may present.

It is not hard to find evidence to 
support this. In the past several 
years, across the globe there have 
been significant natural catastro-
phes impacting companies based 
far from the site of the actual  
disaster, such as the earthquake 
and tsunami in Japan or flooding 
in Thailand. Planning for the un-
expected has become crucial for 
risk managers everywhere. 

The power of data
So understanding where the risks 
lie, and what damage they might 
cause, is essential if a business 
is looking to manage effectively 

and minimise its exposures. It 
is to meet this need that AIG has 
been making significant ongoing 
investment in its risk engineering 
and data analytics capabilities, so 
it can offer a first-rate loss preven-
tion service. 

A 300-strong team of engineers 
and data experts at AIG’s Analyt-
ical Centre of Excellence in Ban-
galore, India, plays a key role in 
accumulating and interpreting 
vast amounts of information that 
enable underwriters around the 
world to make an accurate assess-
ment of the risk companies face.

So, even in remote locations 
where there has historically been 
a paucity of data – the so-called 
non-modelled areas – underwrit-
ers can provide highly relevant 
information about the risk of 
earthquakes, floods and other nat-
ural catastrophes. 

They also have insights into 
such basic infrastructure issues 
as the physical construction meth-
ods and fire protection features of 
local facilities that may form part 

of clients’ business strategies. This 
can cover anything from ports and 
warehouses to sales offices and 
third-party manufacturing sites.

But modelling is only part of 
the solution. Boots on the ground 
providing intelligence and anal-
ysis is another key requirement. 
An effective insurer needs a criti-
cal mass of risk engineers to pro-
vide annual site inspections, and 
to discuss with the clients sugges-
tions for risk improvement in two 
key areas – people and protecting 
physical assets. 

Focusing on these two areas can 
eliminate millions of dollars in loss 
potential from a company’s opera-
tions, driving improvements in risk 
rating scores – providing quanti-
tative feedback to executives and 
location managers – and reducing 
the likelihood of business interrup-
tion through disruption at key loca-
tions or with critical suppliers.

Insurers also need to invest in 
their risk engineering infrastruc-
ture. AIG has increased its in-
ternal technical capabilities and 

expanded its engineering client 
services offering in order to bet-
ter support multinational clients. 
In the past four years, AIG’s prop-
erty team has added nearly 500 
engineers, bringing its total num-
ber to 700. This has involved the 
development of new holistic sys-
tems, including a powerful tool 
that provides clients with access 
to data such as inspection reports 
and loss trends to use in their de-
cision-making processes.

At the end of the day, although 
insurance can help a company re-
build a facility or manufacturing 
plant, it will not stem the loss of 
market share or reputational dam-
age from an extended closure. 

Thus, demand is growing for 
risk reduction strategies that focus 
on business continuity, with busi-
ness contingency planning at the 
centre, to address complex issues 
such as exposure across the entire, 
global supply chain. n
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