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A road map for surviving the credit crunch continued

Difficulties in valuing assets 

Finally, valuation of investments  
is a significant and growing 
concern. Accurate valuation of 
liquid assets is especially difficult 
in today’s markets. Frequently, 
illiquid assets are volatile and 
have limited transactions.  
Third-party valuations may be 
unreliable, particularly for more-
complex products. The liquidity 
risk assumptions and other 
observable market inputs that 
affect modeled valuations may  
be outdated or insupportable. 

Valuation challenges have been 
compounded by the uncertainty 
stemming from implementation  
of the new fair value accounting 
rules (FAS157 and FAS159) 
issued by the Financial 
Accounting Standards Board, 
which introduce new 
requirements for valuing assets. 

Conclusion 

Insurers, of all businesspeople, 
understand the importance of 
controlling risk and uncertainty. 
While some disasters may always 

be surprises, that possibility  
can be reduced by a proactive, 
continuing and collaborative 
review process. The right 
questions need to be asked, 
corrective measures taken,  
due diligence performed and 
documented and all disclosures 
made in a timely fashion. 

Ultimately, the support of boards 
of directors and C-suite 
executives is essential if insurers 
and reinsurers are to pass 
through this storm safely. 
Understanding the risks and 

challenges identified above is 
imperative, and will give company 
leadership the information it 
needs to address weaknesses 
and make the right decisions in a 
timely fashion. 




