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@
e Value at Risk

Probability
distribution
function

lHlustration of VaR and TailVar

VaR
TailVarR > VaR

TailVar represents the average of all
losses exceeding the VaR

Loss
09.5% confidence level

VaR, (X)=F:1(a)
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value-at-risk
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Risk management governance

Risk management governance structure .
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Risk Assurance Mapping

Back office and support functions Confrol Governance
function

m
Strategic risks
(e.g. fintech)

Economic profitability
(e.g. lower credit spreads)

Systemic risks
(e.g. market instability)

Regulatory change
(e.g. data protection)
New operational risks MHHM”_

(e.g. misconduct)

New IT security risks ” ---
(e.g. cyber risks)

Strong assurance against the risk 1st line of defense for the process
Medium assurance against the risk 2nd line of defense for the process
eak assurance against the risk || [3rdline of defense for the process | 3rd |

CB: Corporate Banking; TR: Treasury; Acc.: Accounting; Fin: Finance (management accounting); Ops.: Operations; Admn: Administration;
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Risk Matrix

Probability
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The types and amount of risk, on a broad level, an
organization is willing to accept in pursuit of value.
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Where you might
get toif some
“good”things happen

Current direction
of travel for performance

Performance
Performance

Risk
Universe

Performance

Where you mig

get to if some
bad” things happei
Diagram 1 Diagram 2 Diagram 3
[ ] )

;

: :

; : 5 ..

s Risk t Risk

& Tolerance a Appetite
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Risk Appetite Framework - 6-stage process

Stage 1

Understand
current risk

Stage 2
Scope and
objectives

Stage 3

Stakeholder
expectations

Stage 4

Board
Metrics

Stage §
Operational
tolerances and
processes

Stage 6

Govemance
and
escalation
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Risk Appetite Framework

Board Metrics

Statement of Board's
desired risk appetite

Operational Tolerances and Processes

Mechanisms to guide behaviour in line
with risk appetite

Insurance sk tolerances

Credit nisk tolerances

Fmancial Markets risk tolerances

Eamings

Capital
Liquidity q
Operations and reputation g

Liquidity risk tolerances

Legalrisk tolerances

\D-

Regulatory risk tolerances

Other nisk tolerances
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. "We hawe no appetite for unprofitable classes of
business"

Note: There should be a reasonable expectation of
making an underwriting profit on each line of business.

a. Target loss ratios by busmess class.
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