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M&A (Warranties and Indemnity Insurance) 
– Risk Appetite

Summary of some of the themes and talking points from this AIG Academy session. The full recording can be 
viewed from the link at the end of this document. 
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What is M&A (W&I) 
insurance?

Warranty & Indemnity (W&I) insurance covers either the buyer or the seller for loss arising from 
breach of the warranties and indemnities given in an acquisition agreement (SPA). 

Sellers can obtain a clean exit by using W&I insurance to ensure that the sale proceeds can be 
returned to investors and avoid the need of an escrow account. 

Buyers can procure warranty protection on transactions where the seller is reluctant to give 
warranties or where there is doubt over the seller’s ability to satisfy a claim.

Majority of our policies are buy-side and can be useful as a differentiator in some situations,  
such as auctions. Sell-side policies can be advantageous in emerging markets. 

Risk Appetite Each opportunity is evaluated on its own merits. We have a broad appetite for deals across all 
industry sectors, but are cautious about deals involving cannabis related enterprises or companies 
in the payday loans or adult entertainment sectors. 

All kinds of deals are considered - from £25m to £5bn in size; simple to complex, distressed deals; 
cross-border and in countries and jurisdictions worldwide, including emerging markets.

Claims expertise We have handled more M&A claims than any other single insurer. M&A clients benefit from a single 
insurer and decision maker handling and settling their claims – rather than dealing with several 
parties where an MGA may have arranged capacity.

6 August 2020



Claims trends Insights on M&A claims trends are published regularly. In 2019, claims notification frequency 
increased (to 26%) for deals between $500 million and $1 billion in size, while remaining constant 
across the wider portfolio, at a claims frequency of one in every five policies. 

Claims severity has grown, with a doubling of the most material claims (valued over $10m),  
from 8 to 15%, at an average claim size of $19m. 

Tax breaches span a wide variety of types of issues, led by corporate income tax, employment, 
and sales taxes, and are the predominant driver of claims notifications in EMEA. 

The 2020 study will be published shortly.

Cross border 
expertise

M&A teams are located throughout the world so we have first-hand understanding of local 
conditions and requirements along with local policy issuance and worldwide claims paying 
capabilities. 

Our global footprint is a major strength in the M&A market, especially for multinational clients.

Market 
understanding

M&A underwriting team includes seasoned M&A practitioners with many years’ experience in 
the market. Coupled with a deep understanding of the deal realities in terms of complexities, 
requirements and timescales, coupled with practical experience.

Longevity and 
stability

Long term presence – over 20 years and 5,000 deals- in the M&A market, underpinned by strong  
and diverse multiline capabilities. 

Current market Overall, M&A transactions are down, but some sectors, such as infrastructure, real estate and 
technology, have remained active. Others are beginning to pick up, with increased activity in  
some markets, like the UK regions, expected. 

Pricing / Rate This is not increasing as with other financial lines products due to a decrease in transactions 
coupled with an increase in market entrants. Unclear how the market will evolve over the long term. 

Other products 
and services

Tax Liability Insurance can reduce or eliminate a loss arising from the successful challenge by  
a tax authority of a taxpayer’s position. Potential tax risks are typically identified during due  
diligence pursuant to a potential acquisition of a company and may have lied dormant within  
a target for many years.

Contingent Risk Insurance quarantines a client from the uncertainties inherent in an identified 
contingent issue.
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American International Group, Inc. (AIG) is a leading global insurance organisation. Building on 100 years of experience, today AIG member companies provide a wide range of property casualty insurance, 
life insurance, retirement products, and other financial services to customers in more than 80 countries and jurisdictions. These diverse offerings include products and services that help businesses 
and individuals protect their assets, manage risks and provide for retirement security. AIG common stock is listed on the New York Stock Exchange. Additional information about AIG can be found at 
www.aig.com and www.aig.com/strategyupdate | YouTube: www.youtube.com/aig | Twitter: @AIGinsurance | LinkedIn: www.linkedin.com/company/aig. AIG is the marketing name for the worldwide 
propertycasualty, life and retirement, and general insurance operations of American International Group, Inc. For additional information, please visit our website at www.aig.com. 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. 
Noninsurance products and services may be provided by independent third parties. American International Group UK Limited is registered in England: company number 10737370. Registered address:  
The AIG Building, 58 Fenchurch Street, London EC3M 4AB. American International Group UK Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 
and Prudential Regulation Authority (FRN number 781109). This information can be checked by visiting the FS Register (www.fca.org.uk/register).

AIG Academy

View the full AIG Academy session including Q&As on current transactions, premiums and limits, 
pricing and rate environment, carrier longevity and capacity and other areas of expertise  
www.aig.co.uk/business-insurance/landing-pages/aig-academy

Note that viewing the entire session will entitle CII members to 0.5 of an hour of structured 
CPD learning. This page can be useful print-out for your training record.


