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The Geneva Association Etudes et Dossiers no. 323

Overview of the Global CRO
Movement

Charlie Shamieh

Overview of the Global CRO Movement

Tillinghast September 2006 ERM Survey on
Risk and Capital Management — Highlights from Top 200

Miinchener Riick
Munich Re Group

= |arge regional differences in state of development as well as “operationalisation” of
integrated risk management

= Top three motivators for CRO movement are: “good business practice” (78%), followed by
rating agencies (55%) and investors (54%)..regulators come 4th (43%)

= Increasing allocation of primary risk management responsibilities to CRO (43%)

= Economic capital (EC) measures not as frequently used as regulatory risk capital measures
(56% vs. 32%) with capital allocation being key motivation for EC

= Economic capital now developed by ca 2/3 of the global insurance industry - no longer the
domain of the "sophisticated“ —however much smaller number explicitly link performance
targets to returns on risk based capital (ca only 20%)

= Risk reporting to Boards usually quarterly (53%)
= Greatest strides made in ALM with 58% being confident in ALM processes

= Preparation for Solvency Il in Europe has led to an increase in the extent to which risk
management is being embedded in organisations (70%)
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Regional Composition of Survey

Respondent Country

Latin America
4%

Asia/Pacific:
16% North
America

42%

Europe:
38%

Note:

North America —includes the U.S., Canada and Bermuda
= Europe —includes the U.K. and continental Europe
.

Asia-Pacific —includes Asia and Australia

Latin America —includes Mexico and South America

Source : Tillinghast, ERM Survey, September 2006 Charl

Miinchener Riick
Munich Re Group

Headgquarters Country

Latin America:
3%

Asia/Pacific:
14% North
America:

39%

Europe:
44%
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CRO Movement - Motivation

Aggregate Survey Results

What are the principal drivers for your current
risk management efforts? (Select all that

apply)

Good business. practice

Raling agancy considemtions

Shareholder consdenstions

Changes in insurance solvency reguiaton
Compatitive advantage

Sarbanes-Cndey of other reguiatory conssdeations

Orthar

Miinchener Riick
Munich Re Group

Key Regional Differences

For 78% of the participants, ERM as a good
business practice is the principal driver for
their risk management efforts

This point of view is generally held by
participants from North America (91%),
Europe (79%)and Latin America (78%)

Rating agency considerations are a
larger focus in Japan (95%) and North
America (72%)

Changes in insurance solvency
regulations are key drivers for Europe
(71%) and Asia-Pacific (59%)

Source : Tillinghast, ERM Survey, September 2006

Charlie Shamieh
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CRO Movement - Organisation

Aggregate Survey Results

Who is responsible for risk management in
your organization?

Chief Risk Officer or Risk

43%
Management Director

Chief Financial Officer or
Finance Director

Risk Management Commities
Chief Actuary
Head of Internal Audit

Other

Miinchener Riick
Munich Re Group

Key Regional Differences

43% of respondents indicate that the Chief
Risk Officer/Risk Management Director is
responsible for risk management

In Japan and Europe, more than half the
respondents indicated the CRO/RM
Director has primary responsibility for
risk management efforts as compared to
a third in North America

Globally, public entities (52%) and multi-
line companies (51%) made greater use
of a CRO or RM Director

Source : Tillinghast, ERM Survey, September 2006
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CRO Movement — Risk Measurement

Miinchener Riick
Munich Re Group

Aggregate Survey Results

When measuring risk, what are the
principal financial measures on which
the impact of the risk is assessed?
(Select up to 3)

Statutoey or requlatory capital and surpliss
Eranamic vale

GAAP of AS eamings

Statuory or reguiatory profits

Embedded value

Econamic profit

Aunility bo pay claims when due
Emberded value earrngs

GAAR or LAS squity

Orther

Key Regional Differences

Most frequently cited financial measures on
which the impact of risk is assessed are
statutory or regulatory capital and surplus
(56%) and economic/embedded value

Use of regulatory capital and surplus is
most frequently cited by participants in
North America (70%) and the U.K.
(67%)

Life insurers and multi-line companies in
North America (75% in each case) were
more likely than their European
counterparts (58% and 31%
respectively) to focus on statutory or
regulatory capital and surplus;

Results were approximately the same
for P/C companies in North America
(62%) versus Europe (60%)

Source : Tillinghast, ERM Survey, September 2006
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CRO Movement — Risk Reporting

Aggregate Survey Results Key Regional Differences

How frequently do you report on risk to Nearly two-thirds of respondents

the following groups —Board of (65%) formally report on risk to the

Directors? Board of Directors at least once a
quarter

Once a month

= Bermudian (89%) and Canadian
(82%) companies are more likely to
report on risk to the Board at this
frequency;

Once a quarter 53%
Twice a year
Once every year

Other

= The U.S. and Asia-Pacific (both
53%) are less likely

Do not formally report

Source : Tillinghast, ERM Survey, September 2006 Charlie Shamieh 21.11.2006 7
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CRO Movement — Self Confidence

Miinchener Riick
Munich Re Group

Aggregate Survey Results Key Regional Differences

How important are the following to your Respondents were most satisfied with
organization and what is your level of their capabilities for their asset/liability
satisfaction with your current management process (58%), their
capabilities? ability to apply risk transfer techniques

(57%) and their ability to manage and
mitigate important risks (56%)

= North American insurers were more

satisfied with their ALM capabilities
S i (68%) and risk transfer techniques
(69%) than the general population

W Commiernc moortant ang watstes [ Canacterns st vt
= e cavanen e o, Gt Capati

Source : Tillinghast, ERM Survey, September 2006 Charlie Shamieh 21.11.2006 8
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So much for the survey...

Miinchener Riick
=== Munich Re Group

Who will be the

winner of the
2006 CRO
Assembly?

Medal Count at the 2004 Olympic Games — Before &
After Population Adjustment

2004 Total Medal

Population (MM)

Medal Tally per

Tally MM of Population
103 298.4 0.35
48 82.4 0.59
49 20.3 2.36

Let the Games Begin!

Charlie Shamieh
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