Managing Economic Uncertainty

Monday 29th September – Conservative Party Conference

Speech Notes

· Fortis and AIG failed because of their banking/derivative divisions.  The problem is not within the insurance sector as premiums are received upfront and their solvency is well regulated. 

· There hasn't been a pure insurance failure in this crisis.  While the 80s/90s saw a worse situation, that doesn't mean we need to accept things as they are.  We don't know yet what the impact on the real economy is going to be.  

· The corporate world has become more volatile; profits are less stable and markets much less competitive.
· We are pleased with the FSA's actions over the past few weeks with the temporary measure taken on short selling.

· Work does need to be done to get banks credit worthy and in turn boost confidence.

· There is a need for more clarity in the financial framework and the ABI broadly supports the Government's plan to give more control to the Bank of England.  
· On SRR, when to pull the trigger needs to be tightly drawn and we need to know what the systemic risk is in advance.   

· There needs to be a commitment from the Government when it comes to protecting the value of the business.  Bradford and Bingley is a good example of this and money should be handed back to shareholders.

· The issue of pay for performance needs to be examined and companies must explain that growing the business has to be about genuine growth. 

· The FSA has a duty to supervise and regulate.  It is in the area of supervision where the FSA needs to get tough.  There needs to be greater transparency and the Government has to accept a greater level of liability.  If we don't see that, the Government won't be able to deal with the consequences.
