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Thoughts for discussion

How can | implement ERM?
How do | justify ERM?
Where should this position reside?
] canodot manage what | canot
What 1 s the |Iink between ERM and

How does it apply to me? Marketing VP, Membership VP, CFO,CEOQO,
President, Actuary, Information specialist, Accountant...

Should | identify ALL risks or just the material ones?

Source: Session 20WS SOA Boston 2009 annual meeting - Max Rudolph and Leon Langlitz



Old View

X Silo based - one risk at a time
X Focus on using the right formula

X Story of the lamp post and the drunk driver who lost
his keys

X Father knows best

X Cigarettes were good for you



New View

X Tail risk - one time every 1,000 years

X More than market and credit risk -- Business i Event
- Operational risk

next big thing Is something you did not think about
Fuzzy risks more difficult to quantify

Mispriced risk

Hedging some risks T managing uncertainty 1 Holistic
approach i Portfolio management i capital allocation
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ERM: Seven Keys for Success

. Corporate governance

. Integrate risk management

. Aggregate risk exposure

. Risk transfer

. Risk analytics

. Data and technology resources

. Communicate to board of directors and regulators



The |ldeal Chief Risk Officer

X ability to see the whole universe of risk exposure
X Integral part of the business process

X Sit at the table managing business direction

X Diploma in clairvoyance - a plus

X cross discipline - not just running models

X must be proactive



ERM an (S

Negatives

X Costs

You may have no choice: Implicit or
Explicit implementation



