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Solicitors’ Professional Indemnity rates set to rie for smaller firms
as capacity contracts

Most small to medium-sized solicitor firms can esip® see Professional Indemnity
Insurance rates come under severe upward pressuieg dthis year’s solicitor
renewal season, according to Pl specialists PYVal.eqs the market continues to
harden due to increased claims activity in the@ecbupled with reduced capacity
levels.

The 2008 renewal period saw PI rates for solicit@s for the first time in a number
of years and expectations are that this will caincome 1st October 2009,
particularly for smaller partnerships, says Nickrntan, Managing Director of PYV
Legal.

“While in recent years, high levels of competitiand strong investment returns have
served to keep PI rates down,” says Mr Pointorg fthpact of the recession means
insurers are now focused on writing profitable hass. While competition remains
relatively strong for the larger firms, the smalpartnerships, and in particular those
in the one-to-three partner bracket, face a muggher renewals period.”

The sector has witnessed a general rise in claives the last twelve months,
particularly in relation to conveyancing, with expations that lender claims will rise
sharply due to the sub-prime mortgage crisis. Téetos has also experienced a
number of major fraudulent claims recently. In diddi, the ARP has been hit hard by
a rise in large claims, with expectations that {h@ol will have to increase
dramatically to meet rising demand. “Add to thig fhoor loss ratios experienced by
insurers in the solicitors’ Pl sector in recent rgeand there is little doubt that the
October renewals will be a difficult period for dieafirms,” Mr Pointon concludes.

In such a hard market environment, a robust aretfe risk management strategy is
essential, believes Mr Pointon. “The smaller firmast ensure that they have their
house fully in order well in advance of the renesvpériod if they are to limit the
impact of these conditions on their Pl premiumsailiéhey must undertake a stringent
review of their risk management procedures to reduty potential risk exposures,
and as a result exposure to future claims, in omdermeet the strict criteria
requirements being set by insurers this season.”

Another consideration which will be given increagetbrity is the firm’s ability to
pay promptly this year. “Insurers will need to laisfied that payment is guaranteed



prior to issuing formal confirmation of cover, solisitors should already be looking
to ensure they have the necessary funding in plageays.

Mr Pointon concludes by highlighting the importarafeensuring that you have the
right insurance broker in your corner. “When tina@e hard, you have to make sure
that your broker is best placed to obtain the ncostpetitive quotes through having
access to the most appropriate range of insurershérmore, you should look for a
broker that is able to add the most value to ymlk management strategy by offering
the right experience and expertise.”
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Editor's Note

PYV Legal is a trading division of PYV Limited, gaof the Pointon Group Ltd,
which has been established for over 35 years asd Istrong reputation built around
its insurance and pension expertise. The compawyesof the fastest-growing and
largest independent Lloyd’s brokers specialisingriofessional indemnity insurance
to solicitors.

PYV Limited is authorised and regulated by the Rmal Services Authority.
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