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Today’s Objective …Today’s Objective …

• Key Claim trends
�What events lead to lawsuits
�Who is getting sued 
�Who is suing & why

• Impact of the Credit Crisis
• What’s next?
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The views, information and content expressed 
herein are those of the author and do not 
necessarily represent the views of any of the 
insurers of The Chubb Group of Insurance 
Companies. Chubb did not participate in and 
takes no position on the nature, quality or 
accuracy of such content. The information 
provided should not be relied on as legal 
advice or a definitive statement of the law in 
any jurisdiction. For such advice, an applicant, 
insured, listener or reader should  consult their 
own legal counsel.
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What Events Lead to ClaimsWhat Events Lead to Claims
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What events Lead to Law SuitsWhat events Lead to Law Suits

Everyday activities, such as…

• Back-office support functions 
• Communications with third parties 
• Not doing anything 
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What Events Lead to Lawsuits?What Events Lead to Lawsuits?

• PC Exits
• Market Fluctuations
• Divestments
• Non- or under-performance
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Trends:  Who is Getting 
Sued?

Trends:  Who is Getting 
Sued?
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Trends: Who is Getting Sued?Trends: Who is Getting Sued?

Everyone / Everything

• Fund 56%
• Firm individuals 35%
• Management company 35%
• Fund management entity 29%
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Trends: Who is Getting Sued?Trends: Who is Getting Sued?

Total Committed Capital

• + $5 Billion 9%
• $1.0 Billion - $5 Billion 41%
• $500 Million - $1.0 Billion 16%
• < $500 Million 34%
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Trends:  Who will bring the 
claim?

Trends:  Who will bring the 
claim?
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Trends: Who is Suing & Why?Trends: Who is Suing & Why?

Typical Plaintiffs include…
• Fund of Funds
• Investors
• Governmental Agencies and Self-Regulatory 

Organizations
• Portfolio Companies constituencies

�Shareholders 23%
�Employees/management 23%
�Creditors 19%
�Business partners 15%

• Co-investors



13

• Breach of fiduciary duties
• Breach of contract
• Misappropriation of assets and other fraud
• Personal trading
• Brokerage issues – soft-dollars, best execution
• Side Letters
• Misrepresentations (performance, 

experience/qualifications,…)
• Failure to disclose conflicts of interest
• Failure to follow investment guidelines

Key ExposuresKey Exposures
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Impact of the Credit CrisisImpact of the Credit Crisis
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Securities Litigation Surges in 2009Securities Litigation Surges in 2009

• 169 Securities lawsuits in 1Q09 – 38% increase 
on annualised basis

• 108 against Financial Services Firms
• Number of Madoff-related lawsuits – 153 and 

counting; 74 were against non-US companies
• Number of sub-prime/credit related lawsuits -

823
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• Market uncertainty
• Traditional financing not readily available 
• More equity/less leverage required – more “club 

deals”?
• More “broken” deals. Material Adverse Change
• Increasing exposures related to PCs 

approaching or being in the "zone of insolvency“
• Breach of investment guidelines
• Lower portfolio company valuations
• Portfolio companies struggling to refinance with 

favorable term

Resulting Affects
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• Increased scrutiny (investors & 
regulators)

• Increased redemption requests
• Lowering of Compensation
• Fall-out of Fund of Hedge Funds

Resulting Affects
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The Tangled Credit Crisis 
Web

Clear Channel
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Clear Channel

Clear Channel
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Lone Star / Korea Exchange 
Bank

Lone Star / Korea Exchange 
Bank
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Finian Tan / Vickers Financial 
Group

Finian Tan / Vickers Financial 
Group
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What’s Next?What’s Next?
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Key TrendsKey Trends

• Increase in portfolio company 
bankruptcies

• Change in regulatory framework and 
increased  scrutiny from regulators

• Fees under the spotlight
• Fund raising will remain a challenge?
• Systemic risk
• Tighter internal controls?
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Key Underwriting FactorsKey Underwriting Factors

• Claims/litigation history, regulatory issues
• Transparency/Investor Communication
• Investor profile and investment minimums
• Size and historical change in assets
• Degree of leverage
• Culture
• Historical performance and volatility
• Management background and experience
• Valuations controls and procedures



Thank You!


