Lloyd's seeks £156m from reinsurers By Robert Orr
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Lloyd's of London on Wednesday said it had begun arbitration to recover money being withheld by a group of six involved in insuring its central fund. The insurance market, which on Wednesday also reported its first profit since 1996, is seeking recovery from the reinsurers of a further £156m on top of the £134m which has already been paid. Lloyd's took out the policy in 1999 to cover against claims made on the central fund, which is there to meet liabilities if a syndicate member is unable to do so. This is the first time Lloyd's has made a claim on the policy, and if unsuccessful it could cost the market up to £290m. "We've initiated the arbitration and we're confident of our position," said Nick Prettjohn, chief executive. He added the process could take up to 18 months to complete. Despite issues surrounding the arbitration, AM Best, the rating agency, on Wednesday reaffirmed Lloyd's rating of A- with a stable outlook. The news came as the 300-year-old insurance market rebounded from several years of losses to report a profit of £834m for 2002. The profit, on a pro forma annual accounting basis, compared with a loss of £3.1bn in 2001 after Lloyd's was hit by the terrorist attacks of September 11. On a three-year accounting basis, Lloyd's reported a loss of £2.4bn for 2000. Losses for 2001 rose to £1.65bn, while those for 2002 were £1.48bn on the same basis. Lloyd's said that rising premiums across the industry combined with falling claims to produce its first profit since 1996. Net incurred claims in 2002 fell 36 per cent to £6.6bn while premiums increased 8 per cent to £10.7bn. Lloyd's combined ratio - a key measure of claims and costs as a percentage of premiums - fell to 98.6 per cent from 140.3 per cent a year earlier. Net resources - equivalent to the net assets of the market - rose 85 per cent to £7.5bn. Assets in the central fund rose 70 per cent to £476m. "These results demonstrate a very strong performance," Mr Prettjohn said. "It was the market's resilience and disciplined approach . . . that generated 2002's healthy result".
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