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Prediction is very difficult, especially if it's about the future.

v

- Niels Bohr
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What is definition of “Risk”?
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Potential Losses
Ev ﬁ — VS
Risk
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Uncertainty
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Manage down-side threats
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Past and Present
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— 1999:

» AS/NZS 4360 “Standards for “Risk Management” was announced
— 2004:

« COSO published ERM integrated Framework
— 2005:

« S&P issued Insurance Criteria: Evaluating the ERM practice of
insurance companies

— 2006:
» Basel Il for banks
— 2010:
« SO 31000: Risk management — Principles and guidelines
— 2016:
» Solvency Il for insurance industries (Europe)
— 2017:
* Rules of Risk Management for insurance industries (Taiwan)
« and, Solvency Il / RBC Il (Taiwan)........ 20XX?

« and, IFRS 17 (Taiwan)........ 20XX?
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Enterprise-wide Risk Management (ERM):

Enterprise risk managementis a process, effected by an entity’s board
of directors, management and other personnel, applied in strategy
setting and across the enterprise, designed to identify potential events
that may affect the entity, and manage risk to be within its risk appetite, to
provide reasonable assurance regarding the achievement of entity
objectives.

- COSO ERM Integrated Framework, 2004
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ERM Trends Revealed by Aon’s Global Risk Management Survey

AON

Aon Benfield | Proprietary & Confidential 12 Empower Results®



Aon Risk Services 2017 ¢ Ek & fm B HEEE

= Aon Risk Services &K JE[aE

- EMFHENLR > 2017 FHEHR S 20165 VU LI 1ES
SEEEEBROOMERZR ~ 33HESE ~ K~ ot~ /NAFEHEL843 [T AR AR Z =
— HFAEER A USRS S T E e

T

Agribusiness

Aviation

Banks

Beverages

Chemicals

Conglomerate

Construction

Consumer Goods Manufacturing
Education

Energy (Oil, Gas, Mining, Natural Resources)
Food Processing and Distribution
Government

Health Care

Hotels and Hospitality

Insurance, Investment and Finance
Life Sciences

Lumber, Furniture, Paper and Packaging
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3%
1%
4%
2%
8%
4%
2%
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Chief Administration Officer
Chief Counsel/Head of Legal
Chief Executive

Chief Financial Officer

Chief Operations Officer

Chief Risk Officer

Company Secretary

Finance Manager

General Business Manager

Head of Human Resources
Managing Director/Partner
Member of the Board of Directors
President

Risk Consultant

Risk Manager or Insurance Manager
Treasurer

Other

6%
3%
3%
12%
1%
7%
1%
7%
2%
2%
3%
1%
1%
2%
29%
3%

18%
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Global Risk
Management Survey

Executive Summary

2017
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Economic
slowdown/slow
TECINETY

Regulatory/
legislative
changes

Increasing
ompelition

Failure to
innovate' meet
customer needs

Failure to
attract or retain
o talent

10

12

1 Commodity
price risk

14

1 Major project
failure

1 Exchange rate
flurctuation

1 Corporate social
responsibility
sustainability

18

2 Disruptive
technologies/

innovation

19

22

Growing
burden and
CONSEqQUENCES
of corporate
govermance/
compliance

23

24

25 26

27 28

3 Workforce
shortage

31

32

Inadequate

Lack of technology 3
succession planning

infrastructure to
support business
needs

33

Concentration
Risk { product,
people,
geography)

35

Accelerated rates
3 of change in
market factors
and geopolitical
risk ermvironment

3 Interest rate
fluctuation

4 Globalization/
emerging markets

41 42

Resournce
allocation

14

45 Climate change

46 Assetvalue
wolatility

Matural
PESOUNTE
scarcity/
availability of
raw materials

49 Sodial media 50 Sovereign debt

Insurable

Risk. Reinsurance. Human Resources.

Share price
volatility

51 5

Partially Insurable

Pension scheme
funding

53

54

Uninsurable

48 Absenteeism
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2017 2015
Damage to rnzputation,nr
 brand

Damage to reputation/
brand

Economic slowdown/
slow recovery

Economic slowdown/
lenw recovery

v

N

leuw recovery

Economic slowdown/

20M

Economic slowdown

Requlatory/ I Requlatory I
_legislative changes [legislative changes L

Economic slowdown

]|

2007

Damage to reputation/
brand

Requlatory/
legislative changes

Increasing competition {

Requlatory/

Increasing competition

legislative changes

][\Q{ reasing competition
AN

Requlatory/

legislative changes

Increasing competition Dam}ge to reputation/
brand

N

\

Damage to reputatmm’
brand

Business interruption

Increasing competition

rIC;yrbEr crime/hacking/
viruses/malicious code

Failure to attract or

retain top talent

Failure to attract or
retain top talent

N

N

Business interru pll{}ﬂ

Commodity price risk

Business interruption
Third-party liability
Distribution or

supply chain failure

Market environment

retain top talent

Business interruption

Political risk/
uncertainties

Ay

Third party liability
(including E&O)

Third- party liability Commodity price risk

Computer crime/
hacking/viruses/

Cash flow/liquidity risk

Property damage ‘Pnlitical risk/

uncertainties

retain top talent

A

Commodity price risk

Technology failure/
system failure

Cash flow/liquidity risk

Distribution
or supply chain failure

Third-party liability

Failure to attract ”
or retain top talent

Failure to innovate/ Failure to innovate/meet | | Failure to innovate/ \ Failure to innovate/ Damage to reputation/ Requlatory/
meet customer needs customer needs meet customer needs eet customer need | brand legislative changes
Failure to attract or \L Business interruption Business interruption Fa}tgre to attractor Cash flow/liquidity risk

Failure to attract or
retain staff

Market risk (financial)

Physical damage

erger/acquisition/
restructuring
Failure of disaster
overy plan

i
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Economic slowdown
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Damage to reputation/
brand

Economic slowdown/
slow recovery

Increasing competition

Requlatory/
legislative changes

Cyber crime/hacking/
viruses/malicious codes

Failure to innovate/
meet customer needs

Failure to attract or
retain top talent

Damage to reputation/
brand

Economic slowdown/
slow recovery

Regulatory/
legislative changes

Increasing competition

Failure to attract or
retain top talent

Failure to innovate/meet
customer needs

Economic slowdown/
slow recovery

Requlatory/
legislative changes

Increasing competition

Damage to reputation/
brand

[legislative changes

Economic slowdown

Requlatory/
legislative changes

Requlatory

Damage to reputation/
brand

/{ Business interruptiur]

Increasing competition ﬁigsiness interrupti

hird-party liability

Damage to reputation/
brand

Increasing competition

.
I

Distribution or
supply chain failure

Failure to attract or
retain top talent

Business interruption

Commodity price risk

Market environment

Business interruption
»

Failure to innovate/
meet customer needs
Business interruption

/

Business interruption Y

Third-party liability

Failure to innovate/

meet customer needs brand

Damage to reputation/

Requlatory/
legislative changes

Failure to attract or { Cash flow/liquidity

retain top talent

Commodity price risk Distribution

Political risk/
uncertainties

Computer crime/
hacking/viruses/
malicious codes

Third party liabili
(including E&O)

Property damage

;Cummudity price risk

ris Failure to attract or
] I retain staff
v Market risk (financial)

or supply chain failur

Third-party liability v

P,h}rsical damage

Failure to attract

[/ ;ash flow/liquidity risk Technology failure/
system failure
Political risk/ Cash flow/liquidity ﬁsk/
uncertainties \Z

or retain top talent

Merger/acquisition/
restructuring
Failure of disaster
recovery plan
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Damage to reputation/brand

Requlatory/legislative changes

Emnnmlc slowdown/

slow recovery
O
Damage to reputation/brand

Damage to reputation/brand

Business interruption

Increasing competition

Increasing competition

r -

Economic slowdown/
slow recovery

"

Failure to innovate/meet
customer needs

-
Economic slowdown/
| slow recovery

N\

J

Business interruption

rC}fher {rimefhacking,fvirusesf]
_malicious codes

Failure to attract or
retain top talent

Major project failure

Political risk/undertainties

Regulatory/legislative changes

Failure to innovate/
meet customer needs

r{iyber crime/hacking/viruses/

malicious codes

Commodity price risk

Counter party credit risk

Business interruption

Directors & Officers
personal liability

Third party liability
(including E&O)

Social responsbility/
sustainability

Political risk/undertainties

Economic slowdown/
slow recovery

Political risk/undertainties

Failure to innovate/meet
customer needs

Failure to attract or
retain top talent

Cyber{Irlmefha{klng,’wru!;es,’
_malicious codes )

Damage to reputation/brand

Failure to attract
or retain top talent

Requlatory/legislative changes

Damage to reputation/brand

-
Economic slowdown/
| slow recovery

Requlatory/legislative changes

Failure to innovate/meet
| customer needs

Requlatory/legislative changes

Increasing competition

Exchange rate fluctuation

Environmental risk

Cash flow/liquidity risk

Increasing competition

Cyber crime/ hackingfviruses,’]
malicious codes

Exchange rate fluctuation

Directors & Officers
personal liability

Business interruption

Weather/natural disasters

Property damage
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Damage to reputation/brand

Regulatory/legislative changes

Increasing competition

Failure to innovate/meet
customer needs

Economic slowdown/
slow recovery

Business interruption

Cyber crime/hacking/viruses/
malicious codes

Failure to attract or
retain top talent

Major project failure

Political risk/undertainties

Economic slowdown/
slow recovery

Damage to reputation/brand

Increasing competition

Regulatory/legislative changes

Failure to innovate/
meet customer needs

Cyber crime/hacking/viruses/
malicious codes

Commodity price risk

Counter party credit risk

Business interruption

[

Directors & Officers
personal liability

Damage to reputation/brand

Business interruption

Economic slowdown/
slow recovery

Third party liability
(including E&O)

Social responsbility/
sustainability

Political risk/undertainties

Regulatory/legislative changes

Exchange rate fluctuation

Environmental risk

Cash flow/liquidity risk

Economic slowdown/
slow recovery

Political risk/undertainties

Failure to innovate/meet
customer needs

Failure to attract or
retain top talent

Damage to reputation/brand
Requlatory/legislative changes

Increasing competition

Cyber crime/hacking/viruses/
malicious codes

Exchange rate fluctuation

Cyber Crime/hacking/viruses/
malicious codes

Damage to reputation/brand

Failure to attract
or retain top talent

Requlatory/legislative changes

Economic slowdown/
slow recovery

Failure to innovate/meet
customer needs

Increasing competition

Business interruption

Weather/natural disasters

Directors & Officers
personal liability

Property damage
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Key Risk 1 Key Risk 2 Key Risk 3

Top 3risks in 2017

Damage to reputation/brand Regulatory/legislative changes Cyber crime/hacking/viruses/malicious codes
Top 3risks in the next 3 years

Failure to innovate/meet customer needs Regulatory/legislative changes Cyber crime/hacking/viruses/malicious codes

2017 Projected 2020

1

Damage to
reputation/
brand

p) 3 4

Economic Increasing Regulatory/
slowdown/ competition legislative changes
slow recovery

. FinTech B InsurTech f3RH
L B [ B B Bk B

5 A 4 Driving the growth of FinTech / InsurTech

41 Increasing +3 Failureto Regulatory/
== competition --Z- innovate/meet — legislative
customer needs changes

5 6

Cyber B

= crime/hacking/ = o

= viruses/ -5  reputation/
malicious codes S

7 8 9

Failure to
attract or ---- uncertainties
retain top talent

5 6

Gyber crime/ Failure to
hacking/viruses/ innovate/meet
malicious codes customer needs

7 8 9

Failure to attract or Business Political riskf
retain top talent interruption uncertainties

+1 Political risk/ ") Commodity

£ price risk

10

Third party liability
(incl. E&O)
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e EHEST — Insurance, Investment, and Finance

InsurTechs are adopting new, innovative technology 1, o o aamee LEEMNARY
faster especially within Pricing & Underwriting B <3% W o

B 2%-8%

ESTIMATES

Insurtech technology innovations
# of innovations as % of database total’
November 2016

1 ~500 commercially most well-known cases registered in the database (excluding wealth management related innovations)

SOQURCE: McKinsey Panorama InsurTech database McKinsey & Company 1
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Big Data and its impact to Risk Management
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Unknown,
ignorance,
No insurance

Partial knowledge,
uncertainty, risk,
Insurance

Complete knowledge,
certainty,
managed, retained

Aon Benfield | Proprietary & Confidential

Incomplete understanding
creates insurance markets
oy (R5e4) HYERARAINE T (bR

= |gnorance and certain
knowledge generally rule
out insurance
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Insurance gain

from decreased
ignorance
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More observations can
transform un-insurable

risks to insurable
B ST DL B R R b SRR T R

» Risk measured by risk

owners
Jae\ e FH B T &

= Measurement begets

management
gET Iy

= Risk more quantifiable for
insurers

F R A T R E R
v Property cat. prass
v Cyber g ms
v Business interruption sy
v Terrorism =%

v’ Giga liability ﬁEﬁE%&Am

v Brand g

Empower Results®



I S5 (Y M A T T8 R RS

g B Ol 7 DI EL

Insurance loss
from greater
certainty

[z
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More parameters may
reduce the use of
traditional insurance in the

long run
RIEBENE - HHT S, ERES S
(R e

More granular underwriting
SRR IR

Less risk sharing
e/ D H R bz o L
Affordability and availability

issues
ARHERE IR BT Ry e R

v Genomics in health

insurance
LR R AT IR (B 1 FE P

v Vitality Program in health

insurance A
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Indeterminate net
growth effect
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» Net growth impact on risk-
transfer insurance
indeterminate

R B R R ERS AR IR A E

» Different data models apply

in different markets
RIS S 3 FE A R (B T 45

= Disruption is certain

|IJ
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The PathWise™ Story
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No more black No more Data

box models Safaris

PathWise™EIPFF 81 EEEF0AL PathWise™HIHEERHEREL, BEHNS
M. #HTH., JLEEBA—(ERIRSEMNESR.,

BEF, &, #RNenit

2 oy - ]

An Integrated <::>°2 An Adaptable @

Solution o Solution
PathWise™ R @A S S flmEst E, Eﬁfﬂﬁﬁﬁﬁgﬁ*iﬂ
B S THEE ., gg;ﬁﬂ: MENTETEERM ”“
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- PathWise PathWise
j=¢ 314 PathWise Modeling Analytics

(5hED) M:*::SE Studio Studio
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IFRS17 {EEX £

B8t - PathWise Offer Full Platform for IFRS Management
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“Risk is the only real key to outrageous success ”

JeR\ B 7 722 B B R R DT L T M — H Y e 57

Jack Welsh
Former Chairman & CEQO, GE
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Questions
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