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Effective risk 
management 
‘needs top-level 
support’: NASA
Nicholas Pratt
news@commercialriskasia.com

RISK MANAGEMENT NEEDS TO BE  
properly structured, constantly reviewed 
and have the backing of senior management 
to really be effective, according to Dr 
Jeevan Perera, risk manager at the National 
Aeronautics and Space Administration 
(NASA) in the US.

Dr Perera has been invited to share his 
knowledge and experience on effective risk 
management by the Risk Management 
Institution of Australasia (RMIA).

The Association will host Dr Perera on 
a six-city tour in April, during which he 
will present on key features of NASA’s risk 
management programme.

Prior to his trip, Dr Perera said 
NASA’s core risk strategy was to use 
systematic risk processes and tools for early 
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Zurich denies 
Asian exits but 
tough line at 
renewals likely
Adrian Ladbury
news@commercialriskasia.com

ZURICH HAS DENIED REPORTS 
published last month that it has 
put its Hong Kong and Singapore 
units up for sale and said it remains 
committed to life and non-life 
businesses in both key territories.

Talk of the potential sales of 
the Hong Kong and Singapore 
b u s i n e s s e s 
along with 
other units in 
Africa follow-
ed a disastrous 
set of results 
published in 
mid-February.

AT FAULT
The blame for  
the results was 
laid firmly at 
the door of the Global Corporate 
business, which delivered very poor 
underwriting results especially in 
the US.

Adrian Ladbury &  
Stuart Collins
news@commercialriskasia.com

[SINGAPORE]—THE PAN-ASIA RISK & 
Insurance Management Association’s 
(Parima) decision to formally support 
the Global Programme Compliance 
Initiative represents a ‘giant step’ 
forward for the Asia-Pacific risk and 
insurance management community, 
according to its chairman, Franck 
Baron.

The Global Programme Comp-
liance Initiative is led by the Federation 
of European Risk Management 
Associations (Ferma) and the Risk 
and Insurance Management Society 
(Rims) in the US—and can now also 
count Parima as a supporter.

CLARITY
The three regional risk and insurance 
management groups have teamed  
up to try and persuade the 
International Association of Insu-
rance Supervisors (IAIS) to use  
its weight among national super- 
visors around the world to deliver  

more consistency and clarity about 
how global programmes are regulated.

Risk and insurance managers 
with multinational companies seek 
to achieve consistency of coverage for 
operations worldwide by using global 
programmes.

These are generally created and 
administered at head office, 
usually using a captive 
insurance company, and 
back up local coverage 
bought in national 
territories.

In an ideal world, the 
coverage bought centrally 
on international insurance 
markets would be 
applicable in all territories 
and claims would be 
managed and administered 
by the same company in a consistent 
manner.

Problems arise when national 
supervisors insist that coverage has 
to be bought locally and claims are 
managed locally, even when local 
capacity and service is not adequate.

To try and tackle such problems, 
the international market has come 

up with tools such as Difference in 
Conditions (DIC) and Difference 
in Limits (DIL) clauses, which 
theoretically bridge any coverage gaps 
and enable master coverage to kick in 
when needed.

But such tools have never really 
been tested in courts and it is not 

always clear whether they 
will actually be allowed to 
work.

There is also a nagging 
fear among many that 
tax authorities may rule 
that the use of such tools 
is a way of avoiding local 
taxes.

The Global Prog-
ramme Compliance Init-
iative and a separate effort 
also being carried out by 

the European Captive Insurance and 
Reinsurance Owners Association 
(ECIROA) at the IAIS, are designed 
to try and deliver clarity on how such 
tools can be used.

Global programmes are not as 
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EXISTENTIAL THREAT: ZIKA VIRUS 
The Zika virus scare offers risk managers the 
opportunity to demonstrate value by presenting  
a sensible approach to managing crises, as  
CR-Asia heard from a Parima webinar . . . . . . . 10-11

CONFERENCE: HONG KONG CEO SUMMIT 
Technology was to the fore at the recent Asia CEO  
Insurance Conference in Hong Kong. But, as CR-Asia  
discovered, there is still precious little innovation for  
corporate insurance buyers and that needs to change . . . . . . . . . . . . . . . 8-9
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 GLOBAL PROGRAMMES. 

Parima backing for global 
programme plan is a 
‘great step’ forward: Baron

GP: Turn to p17

Adrian Ladbury
news@commercialriskasia.com

ASIAN CORPORATE INSURANCE 
managers have enjoyed a long soft 
market in recent times and analysis 
from leading brokers alongside evidence 
within annual results of 
the leading international 
insurers and reinsurers does 
not suggest they should fear 
a sudden hardening in terms 
and conditions this year.

But there is rising and 
increasingly convincing 
evidence from some of the 
leading carriers that they 
cannot allow the market to 
soften any further and must 
be prepared to walk away if 
terms are not adequate.

As noted in the above story, Zurich 
is talking a tough game as it seeks to 
return its Global Corporate business to 

profitability. AIG, meanwhile, is under 
intense pressure from investor Carl Icahn 
to cut costs and raise profitability or face 
another effort to break up the group.

The new Chubb—recently created 
by ACE’s $29.5bn acquisition of 
Chubb—is in a much more upbeat mood 
than its two big rivals on the back of a 

successful deal and record 
combined ratio of 87.4% 
for 2015.

But the management 
team at Chubb is also 
talking a tough game and 
says the company is more 
than happy to walk away 
from business if the terms 
are not adequate, whether 
it be in Asia, Europe, the 
US or elsewhere.

Indeed, Andrew 
Kendrick, senior vice-president and 
European regional president at Chubb, 
bluntly told a recent gathering of 
senior risk managers in Amsterdam, 

Netherlands, that the days of easy 
underwriting profit are long gone and 
insurers should assume that the current 
soft rating environment will be “as good 
as it gets”.

In response, risk managers can 
expect Chubb to focus on improving 
customer service and innovation rather 
than simply cost control and growth, he 
added.

Speaking at Chubb’s annual Benelux 
Risk Forum, Mr Kendrick told Dutch 
and Belgian risk managers that the 
group has already hit its annual targets 
in a number of key lines, just a quarter of 
the way through the year.

He said the soft market appears to 
be here for the long term. Insurers such 
as Chubb need to get used to aiming for 
90% combined ratios in order to achieve 
profit targets in the persistently low 
interest rate environment, he continued.

To retain and gain the most 
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Insurers must focus on discipline and 
innovation as soft market drags on: Kendrick
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Parima plans 
to educate 
membership  
on benefits  
of captives

Nicholas Pratt &  
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THE PAN-ASIA RISK & INSURANCE 
Management Association (Parima) 
promises to step up its efforts to 
educate the Asia-Pacific risk and 
insurance management community 
about the benefits of strategic insurance 
management and use of captives 
in particular this year, according to 
committee member Kelvin Wu.

The captive market is currently 
limited in Asia-Pacific, despite the best 
efforts of domiciles and international 
insurance centres such as Hong 
Kong and Singapore to promote the 
concept.

HOT TOPIC
The prospects for the captive market 
in the region were a hot topic of 
discussion at 
Parima’s ann-
ual conference 
in Singapore in 
November (see 
Commercial Risk 
Asia issue 1).

E x p e r t s 
agreed that the 
potential is great 
but also agreed 
that attention 
must shift from 
cost savings to a more strategic risk 
and insurance management approach 
for the captive concept to realise its 
potential in Asia-Pacific.

Mr Wu, risk manager for 
International SOS in Singapore, 
attended the recent captive summit in 
Macau, which he said was attended by 
a mix of existing captive owners and 
risk managers who are interested in 
creating captives.

The risk manager said that for 
existing captive owners, the main 
themes discussed during the event 
largely revolved around new ways 
for existing captive owners to further 
leverage their captives.

He reported that, in particular, there 
was strong interest shown by existing 
captive owners to better understand 
how to incorporate employee benefits 
in a captive.

US and European risk managers 
have only just recently woken up to 
the potential offered by their captives 
for employee benefits risks but interest 
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MAS pressures insurers to  
focus on risk management

Adrian Ladbury
news@commercialriskasia.com

Demand for global programmes is 
rising among Asian companies, partly 
because of fast-maturing risk and 
insurance management approaches 
within rapidly expanding Asian 
operations, according to the large 
corporate insurance arm of Zurich 
Insurance.

Fernando Denes, head of 
international sales and distribution, 
Asia-Pacific at Zurich told Commercial 
Risk Asia in interview that it has 
experienced a 7% annual growth in 
the number of programmes in the 
past three years.

He believes that the pace will 
increase, driven by the continuous 
internationalisation of Asian 
companies and the inevitable 
adoption of more sophisticated risk 
management practices.

Mr Denes added that customers 
that already have programs in place 
for property or liability are looking to 
include new lines, such as directors’ 
and officers’, a portfolio that has 
had double-digit growth in the past 
years.

The role of the risk manager is still 
new to many large corporations across 
Asia-Pacific but this is beginning to 
change, he said.

China will be another key driver in 
the Asian global programmes market, 
as Chinese companies intensify their 
international merger and acquisition 

(M&A) activity along with the foreign 
investment policies such as the ‘One 
Belt One Road’ initiative, according 
to Mr Denes.

“When a Chinese company buys 
an American or European corporation, 
they inherit insurance structures that 
are usually more sophisticated and 
include international programmes. We 
are now supporting these companies 
to optimise these programs after the 
M&A,” he told Commercial Risk Asia.

“In Australia, international 
programmes have been common for 
quite a while but they are restricted 
to very large customers that usually 
have a captive. Now, new demand 
is being driven by the continuous 
need for brokers to differentiate their 
offering in a very competitive market, 
and expansion to smaller international 
customers that may operate in only a 
few countries,” added Mr Denes.

CONSISTENT APPROACH
Zurich has offered international 
programmes in Australia since 2008 
and wrote the first programme in Asia 
in 2010. “Since we have a globally 
consistent approach to international 
programmes, customers have access 
to the same services, expertise and 
tools that we offer in the US or in 
Europe,” explained Mr Denes.

Today, the group has specialist 
underwriting teams in China, Taiwan, 
Hong Kong, Japan, Singapore 
and Australia. It also has a service 
hub in Malaysia that manages the 
relationships and issuance of policies 

in most other countries in Asia and 
the Pacific islands.

“We expect to end 2016 with a 
portfolio of 500 programmes. While 
Australia continues to represent more 
than 50% of the premium, Asia leads 
the growth in number of programmes, 
mainly due to growth in the liability 
and financial lines spaces,” said Mr 
Denes.

CUSTOMER SUPPORT
Asked whether it has recently become 
more or less difficult to construct 
global programmes in Asia, the 
Zurich global programmes expert 
said that an international programme 
is designed to support the customer’s 
risk management strategy and service 
needs whether they operate in “more 
or less difficult” countries.

“From an international insurance 
perspective, Asia has a very good mix 
of countries. On one hand, you have 
very open markets like Hong Kong, 
Singapore and Taiwan. They usually 
permit cover from abroad and also 
have a good product offering in their 
local markets. China and Japan, on 
the other hand, usually require local 
policies if the customer is expecting 
to have local claims payment and 
services in these territories,” explained 
Mr Denes.

“A third group would be other 
southeast Asian markets, not because 
they have similar rules but rather 
because we observe a faster pace 
of change in their regulation—for 
example, Indonesia, which had 

significant new rules implemented in 
2015,” he continued.

The challenge in insuring 
overseas risk is not in the amount of 
the regulation in a particular country 
but rather the uncertainty caused if 
these rules are unclear or nonexistent, 
added Mr Denes.

“Asian companies operating 
overseas are increasingly concerned 
about both the certainty of local 
claims payments and regulatory 
alignment,” he added.

Risk managers in Europe and 
the US often bemoan the lack of 
consistency and clarity with national 
insurance regulations, particularly in 
so-called emerging economies. There 
is a belief among some that national 
regulators make it as complicated 
as possible for multinationals to 
construct their programmes to try 
and retain as much premium as 
possible locally.

ADEQUATE COVERAGE
Mr Denes said Zurich does not 

believe regulators have an explicit 
goal to make the insurance-buying 
process more complicated. But he did 
concede that it is true that some new 
regulations might limit the ability to 
buy adequate coverage or increase the 
cost of doing so. 

Mr Denes said that, besides the 
usual increase in (re)insurance and/
or restrictions in allowable cessions 
to overseas reinsurers, some countries 
have been active in the following 
areas:

n    Implementation of new prem- 
ium tariffs. Mr Denes said this 
has an obvious final impact and 
limits the ability of multinationals 
to purchase limits consistently, 
leading to customers having 
to pay more for lower limits 
in these countries than they 
would normally pay in countries 
where there is significant higher 
exposure

n    Creation of market-standard 
wordings/coverage. This reduces 
the ability of a customer to have 
consistent cover in all territories 
where they operate, said Mr 
Denes.
“In markets where there’s little 

flexibility in the design of the local 
coverage, multinationals often face 
the challenge of significant differences 
in conditions between their global 
and local cover,” he added.

“Most of the new regulation in 
place would usually only consider 
the domestic market. Therefore, 
customers that have a global 
approach to insurance-buying might 
find it more difficult to satisfy local 
needs while trying to optimise their 
insurance cover across all territories 
where they operate,” explained Mr 
Denes.

There is also an effort underway 
by risk management federations and 
associations, including the Pan-Asia 
Risk Management Association, to 
try and persuade the International 
Association of Insurance Supervisors 
to implement minimum standards.

Demand for global programmes on the rise in Asia-Pacific: Zurich

Ben Norris
news@commercialriskasia.com

THE MONETARY AUTHORITY OF 
Singapore (MAS) will step up its 
efforts to ensure insurers are using the 
latest cutting-edge risk management 
and corporate governance techniques 
and protecting policyholders’ 
interests, according to Chua Kim 
Leng, assistant managing director of 
the MAS.

During a speech given to 
the Life Insurance Association of 
Singapore annual luncheon earlier 
this month, Mr Leng said that it 
is “imperative” that insurers have 
effective governance and sound risk 
culture.

“The basic principles of 
governance remain unchanged but 

the environment has become more 
challenging. A sound and well-
permeated risk culture serves as a 
compass to guide an organisation’s 
people and decision-making. We 
know that today’s undesirable 
practices and behaviours could be 
the root of tomorrow’s problems,” 
he said. 

Mr Leng promised insurers that 
MAS will continue to look to the 
board of directors to “set the tone” 
at the top, perform a stewardship 
role and exercise effective oversight 
to safeguard stakeholders’ interests 
and, in particular, policyholders’ 
interests. “Accordingly, governance 
and risk culture will continue to 
have a strong bearing on the MAS’s 
supervisory focus,” promised Mr 
Leng. 

The regulator said that an 

important aspect of effective 
governance and sound risk culture 
is the “clear articulation” and 
application of high standards of 

ethical and responsible behaviours.
Mr Leng said these corporate 

values form the “backbone” of an 
organisation’s culture.

The regulator said that, for 
this reason, board and senior 
management of insurers must 
emphasise the following five areas:
n    Clearly set out corporate values 

that support proper and ethical 
conduct of business, and fair 
treatment of policyholders

n    Foster a strong risk culture 
by defining risk objectives, 
promoting risk awareness and 
translating it to all aspects of the 
business

n    Tightly link employee rewards 
and compensation to corporate 
values

n    Promote open discussions and 
timely escalation of issues

n    Ensure accountability by taking 
a serious view of undesirable 
behaviours and practices.
Mr Leng reminded the audience 

that to strengthen governance and 
risk culture, the MAS has already 
introduced various rules and 
guidance over the years.

“However, these only set 
the minimum standards. I urge 
insurers to continue their efforts  
in strengthening overall govern- 
ance and in promoting a sound  
risk culture that permeates 
effectively across the organisation. 
Clear directions and commit- 
ment from board and senior 
management in driving these 
important efforts will make  
insurers more resilient to both 
current and future challenges,” 
concluded Mr Leng.

Chua Kim Leng

Adrian Ladbury
news@commercialriskasia.com

[HONG KONG]—US-BASED CREDIT 
information provider TransUnion 
announced this month a partnership 
with the Executive Development 
Centre of Hang Seng Management 
College to launch what it claims to 
be the first credit risk management 
course in Hong Kong.

The company said the course 
aims to enhance the skills of industry 

practitioners to help them manage 
and mitigate credit risks, detect fraud 
and make better credit decisions.

It offers 16 credit risk and 
consumer-lending management 
courses, which span from basic 
concepts to advanced data analytics 
and enterprise risk management.

“We see the task of raising risk 
management standards within the 
Hong Kong banking industry and the 
general public as crucial. Credit risk is 
rising, as revealed by increasing credit 
card delinquency ratio and household 

debt-to-GDP ratio in Hong Kong 
and many parts of the world,” said 
Lawrence Tsong, president of Asia-
Pacific at TransUnion.

“The growing popularity of 
e-finance and borrowing from non-
traditional money lenders has also 
exposed the banking industry and 
consumers to more ID theft and fraud 
risks,” he added.

“We have already launched 
similar training programmes in 
Asia-Pacific and received a positive 
response from local banking and 

credit bureau professionals. Through 
the programme, we hope to further 
enhance Hong Kong’s position as an 
international financial centre,” added 
Mr Tsong.

The first participants of the 
programme are more than 30 mid- to 
senior-level employees from Chong 
Hing Bank.

The three-day course will be 
conducted by lecturers from Hang 
Seng Management College and 
experts from TransUnion.

“Offering credit to individuals 

is one of the major businesses of a 
commercial bank, while credit risk 
of personal customers is a major 
risk a financial institution needs to 
manage nowadays. This credit risk 
management course is able to provide 
a comprehensive understanding 
of the latest market practice in 
consumer credit process and equip 
the participants with professional 
knowledge,” said Frederick Yip, 
general manager and head of the 
Credit Risk Management Division at 
Chong Hing Bank.

Credit risk course to raise standards in Hong Kong banking sector
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Risk regulation needed 
in fast-growing Asia-
Pacific alternative 
finance market
Adrian Ladbury
aladbury@commercialriskasia.com

m
FINANCIAL REGULATORS ACROSS THE ASIA-
PACIFIC region need to swiftly step up their efforts 
to understand, manage and mitigate the potentially 
massive risks involved in the rapidly growing 
regional alternative finance market, according to a 

survey published this month.
A research team from the Cambridge Centre for Alternative 

Finance, the Tsinghua University Graduate School at Shenzhen 
and the University of Sydney Business School found that the 
Asia-Pacific alternative finance market, including peer-to-peer 
lending and crowdfunding, grew a huge 323% to $102.8bn in 
2015. This was led by four-fold growth to more than $100bn in 
China, according to the first regional benchmarking report on 
this market, which was carried out in collaboration with KPMG 
and with the support of the Association of Chartered Certified 
Accountants and CME Group Foundation.

Outside of China, the rest of the Asia-Pacific region recorded 
alternative finance volume of $1.12bn in 2015—up 313% from 
the $271.9m raised in 2014.

The largest markets in 2015 beyond China were Japan 
($360m), Australia ($348m), New Zealand ($268m), South 
Korea ($41m) and India and Singapore (each about $40m).

“The Chinese online alternative finance market grew from a 
relatively low base of $5.56bn in 2013 to reach $24.3bn in 2014 
and then went on to reach $101.7bn in 2015,” the report states.

Peer-to-peer consumer lending ($52bn) and peer-to-peer 
business lending ($40bn) are by far the largest market segments 
in China.

The survey found that reasons cited in the report for 
the rapid growth of alternative finance in China include the 
country’s global leadership in internet user base and smartphone 
connections and the fact that alternative finance has “been 
mostly unrestricted and unchecked” until recent guidelines by 
regulators.

Such regulatory action needs to be stepped up, according to 
participants.

The publishers of the survey said that more than half of the 
surveyed platforms in China (with the exception of equity-based 
crowdfunding) deemed existing regulation to be inadequate or 
too relaxed.

They also recognised the need for specific regulation to be 
introduced.

The report describes the regulatory environment for 
alternative finance across the Asia-Pacific region as “diverse and 
rapidly changing”.

“While some countries such as Singapore have chosen to 
regulate alternative finance within pre-existing frameworks, 
others including New Zealand have created bespoke regulation. 
And while surveyed platforms in New Zealand and Malaysia 
generally felt existing regulation is ‘adequate and appropriate’, 
platforms in Japan and South Korea were more concerned that 
regulation is too strict and Chinese platforms generally felt 
regulation was too lax,” states the report.

“The opportunities for the world’s most populous region 
to harness the potential of alternative finance for innovation, 
economic growth, market efficiency and creativity are 
abundant,” the report adds.

“The present challenge is how to best nurture the alternative 
finance industry, grow the market in a sustainable manner and 
develop an appropriate and proportionate regulatory regime 
that strikes the right balance between encouraging financial 
innovation and protecting the interests of consumers and 
investors,” it concludes.

 P ARIMA HAS DONE A FANTASTIC JOB SO FAR TO 
raise the profile of the corporate risk and insurance 
management profession in Asia-Pacific and its 

leadership deserves a lot of credit for its efforts.
But as the two front-page news stories on captives and 

global programmes in this issue of Commercial Risk Asia 
show, the scale of the challenge facing the young Association 
should not be underestimated.

There is absolutely no doubt that global programmes and 
captives will become increasingly important to risk managers 
in the Asia-Pacific region as their companies continue to 
expand to new territories in the region and worldwide.

Parima will work hard to help its membership understand 
the big benefits of properly structured international 
programmes and the central role that captives can play in the 
management of risk and its transfer.

The big international insurers and reinsurers, brokers and 
professional service firms will also step up their efforts to help 
educate the regional risk management community about the 
benefits of a more holistic and enterprise-wide approach to 
risk management and transfer.

There is no doubt, also, that Parima and the wider 
insurance market will be preaching to the half-converted.

The risk and insurance managers that we at Commercial 
Risk Asia have had the pleasure to meet and interview are 
keen to learn, improve their knowledge of best-practice 
risk management tools and approaches and spread the risk 
management gospel throughout their organisations.

But enterprise-wide risk management and finance is not 
an easy concept to ‘sell’ to senior managers.

They are used to thinking about risk as a bad thing that 
needs to be avoided and not an opportunity.

Insurance is generally regarded as an annoying purchase 
that needs to limited as much as possible and handed over to 
the purchasing department, which buys toilet rolls one day 
and insurance the next…

Do not assume, however, that the Asia-Pacific region is 
that far behind so-called mature regions such as Europe and 
North America.

It is fair to say that corporate risk management has  
only just come of age in Europe and North America— 

and still has a long way to go.
Outside of the financial services sector, chief risk officers 

who sit on the main boards of leading European and US 
companies remain very rare indeed.

Risk managers who carry the official title and are given 
a genuine group-wide remit have only recently arrived on the 
scene and continue to grapple for position with internal audit 
and legal in far too many cases.

The role of insurance manager is still seriously 
undervalued in many European and US corporations and 
we often find that they too struggle to convince senior 
management of the strategic value of insurance.

So why should anyone be surprised that companies in 
Asia, outside of the financial services sector, generally do not 
get the value that structured risk and insurance management, 
using tools such as global programmes and captives, can offer?

But, as we have found in the Middle East and Africa in 
recent times, there is a real chance that Parima’s members 
can actually leapfrog an evolution that took 30 years for their 
peers in Europe and North America to achieve.

The creation of Parima as a focal point for this effort 
provides a real chance for the Asia-Pacific risk and insurance 
management community to fast forward its evolution by 
working with longer established bodies in Europe and 
North America and deliver real and lasting benefit to the 
membership and wider community.

The key to making this work is effort and commitment 
from individual risk and insurance managers within the fast-
growing Parima membership.

It is up to you to support the work of individuals such as 
Franck Baron, Kelvin Wu, Steve Tunstall, David Ralph and 
others who have taken the time to talk to us as we compiled 
this issue.

We at Commercial Risk Asia recognise that it is not easy 
to give up valuable spare time to take part in community 
efforts when the modern workplace and life in general is so 
demanding and hectic.

But, as is proven every time we hold a conference in 
Europe or Africa—and hopefully soon in Asia—that effort to 
take a little time out, meet peers, reflect and discuss key topics 
and basically ‘take part’ is really worth it in the long run.



10 BEHIND THE NEWSPARIMA WEBINAR: Zika virus

T HE CURRENT CONCERN OVER AN outbreak 
of the Zika virus is not a new phenomenon. 
In fact, such fears are becoming increasingly 

commonplace: from Sars to Swine Flu to last year’s 
Ebola outbreak. However, what is different in this 
case is the lack of medical history around the virus 
and, indeed, the current lack of any treatment or 
vaccine.

Against such a stark backdrop, it is possible 
for misinformation and unfounded fears to spread 
faster and wider than the actual infection—and this 
is where risk managers can play a crucial role. They 
can help control the company message and ensure 
that staff are given sensible advice to ensure their 
own safety in the face of a potentially dangerous 
risk, according to Steve Tunstall, general secretary 
of the Pan Asian Risk and Insurance Management 
Association (Parima).

Mr Tunstall was one of the speakers at a recent 
webinar held by Parima, which provided not only an 
update on the current situation regarding recorded 
outbreaks and medical guidance but also some advice 
for Asia-based risk managers on how they can best 
treat the business risks that might arise from an 
outbreak of the Zika virus.

HISTORY OF  
THE VIRUS
The audience was first briefed on the history and 
developing status of the virus by Dr Philippe 
Guibert, regional medical director consulting 
services, Asia region, International SOS, which 
provides medical and security advice to multinational 
organisations.

Unfortunately, there is very little information 
about the virus prior to 2007, with just 14 reported 
cases in east Asia and Africa. Then, in 2007, there 
was an outbreak on Yap Island in Micronesia, most 
likely as a result of travellers from Asia, with nine 
confirmed cases and an estimation that 73% of the 
island’s population was infected. 

Interestingly, as far back as 2007, a World 
Health Organisation (WHO) report into this 
outbreak warned that the virus would spread beyond 
the island. 

It stated: “The accessibility of air travel and the 
abundance of mosquito vectors of flavivirus in the 
Pacific region raise concern for the spread of Zika 
virus to other islands in Oceania and even to the 
Americas.”

And this is exactly what happened, said Dr 
Guibert. In 2013, the first large outbreak occurred 
in French Polynesia, with 19,000 suspected cases. 
It was also the first time that some neurological 
complications were reported, which caused strain 
on local intensive care resources. During the course 
of the next two years, the virus spread eastward to 
Easter Island, the Cook Islands, New Caledonia, the 
Solomon Islands and Vanuatu.

Then came the first report of cases in Brazil in 
May 2015. There have now been more than 6,000 
suspected cases across six northeastern states. And 
since January 2016, the WHO has reported that 
there are now 30 countries within the Americas that 
have local transmission of the virus.

In total, there are 52 countries with reported 
Zika viruses. The vast majority (31) of these 
are in the Americas. So far there are just four 
Asian countries with indirect evidence of viral 
transmission—Cambodia, Indonesia, Malaysia and 
the Philippines. Only in Thailand is it an ongoing 
risk, with several cases of identified transmission.

There have been numerous travellers that 
have visited areas where Zika outbreaks have been 
reported, such as Brazil. Some have, however, been 
to areas where outbreaks have not been reported, 
such as the Maldives, Thailand, Cambodia and 
Indonesia. 

More interestingly though, said Dr Guibert, an 
increasing number of cases have resulted from sexual 
transmission from infected men to women. 
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There have been several in the US as well as 
in France and Italy, certainly more than was first 
suspected. It is unknown how long the virus persists 
in semen but it has been detected as long as 62 days 
post-illness. 

Other types of transmission include mother to 
newborn at time of delivery or during pregnancy, 
blood transfusion and, in rare cases, through monkey 
bites.

WHAT IS THE VIRUS? 
Zika is classified as an emerging Aedes mosquito-
borne disease, meaning that it is carried exclusively 
by mosquitoes and spread via mosquito bites to non-
human primates and humans. 

It was first discovered in the forests of Uganda 
in Africa in 1947 but prior to the recent outbreak 
there have been limited studies on the virus. This 
means that there is very little knowledge about how 
the virus affects the human body and, consequently, 
there is no specific treatment for the disease and 
no available vaccine at present, though a lot more 
research is currently underway.

There is some medical information available 
though. The virus has a mostly mild effect and the 
vast majority (80%) will be asymptomatic and not 
even know that they are carrying the virus.

Only one in five of those infected will get 
symptoms within a week of the mosquito bite and 
these symptoms are similar to other mosquito-borne 
diseases such as dengue, chikungunya and malaria, 
provided that they are treated within a couple 
of days of infection. They include fevers, rashes, 
muscle and joint pain, conjunctivitis and headaches. 
Typically, most people recover within a week.

However, there is growing evidence that 
there could be complications, said Dr Guibert, 
although it is not clear if Zika alone is responsible 
for the associated conditions. These include brain 
malformations such as microcephaly in the babies 
of women infected while pregnant, as well as an 
increased risk of miscarriage or stillbirth. 

Zika has also been linked to Guillain-Barre 
syndrome, a muscular weakness that can be mild but 
in severe cases can lead to respiratory failure. 

These possible links led the WHO, on 1 

February 2016 , to state: “The recent cluster of 
microcephaly cases and other neurological cases 
reported in Brazil, following a similar cluster in 
French Polynesia in 2014, constitutes a Public 
Health Emergency of International Concern.”

Pregnant women have been advised to reconsider 
travel to countries with ongoing transmission and 
several affected countries have encouraged women to 
postpone pregnancy. 

At present, diagnosis of the virus is first based on 
symptoms and a history of exposure through travel 
but can only be confirmed through specialised blood 
tests. As stated, no specific treatment is available 
but rest combined with plenty of water is advised. 
If medicine is being used to relieve fever or pain, 
it is advised that aspirin and non-steroidal anti-
inflammatories are avoided, as these medicines can 
exacerbate bleeding.

PREVENTING 
INFECTION
Given that there is no vaccine, the best way to 
prevent infection is to prevent mosquito bites. 
Appropriate clothing, insecticides, avoidance of 
mosquito breeding areas, insect repellent, air-
conditioned accommodation, insect screens and nets 
all help. 

It also helps to prevent mosquito breeding sites 
by clearing any standing water around your home 
and to prevent any sexual transmission of the virus 
through either condoms or abstinence.

When it comes to deciding whether to travel to 
a place with Zika, people have to make an individual 
risk assessment, Dr Guibert said during the Parima 
webinar. 

“Some authorities are advising pregnant women 
to consider postponing travel, especially to areas 
with increasing or widespread transmission. Or they 
are advising women to delay getting pregnant until 
at least 28 days after visiting an affected area. In 
addition to the infectious risks, people should also 
consider the standard of available healthcare and 
obstetric and neonatal specialist support in that area.

It is important to monitor the information 
regarding travel advice from various national and 
international agencies because it is constantly 
changing. For example, the US Center for Disease 
Control and Prevention has so far issued travel 
notices for 20 countries it has identified as being at 
risk. 

And it is advisable to monitor your health when 
returning from Zika-affected areas, said Dr Guibert. 
“If symptoms develop, seek medical care and advise 
your doctor of your travel itinerary. And if you are 
returning to an area with Aedes mosquitoes, keep 
on taking measures to prevent mosquito bites for a 
further two weeks to avoid becoming the next source 
of a new transmission.”

Dr Guibert also addressed how the virus might 
develop in the future. Zika is well circulated in the 
Americas and is expected to spread to all countries 
where the Aedes mosquitoes are present, with the 
possible exception of Canada and continental Chile. 

According to the director of WHO, the situation 
is expected to gradually worsen before it gets 
better. Currently, 25 of 27 states in the Americas 
are reporting cases. With the onset of winter, the 
number of cases should lessen but in in the interim 
there will be more outbreaks this summer in the 
southern states of the Americas and also other Asian 
and African countries. 

Less predictable however, is the development 
of any treatment of the virus. Dr Guibert said: 
“Although progress is being made with diagnostics, 
we are still only at the beginning of the development 
of a vaccine. Unlike with Ebola where there was 
already ongoing research into the development of 
vaccines, the world was really caught by surprise 
with Zika, so we are really starting at the beginning 
and it will be a year and a half before any human 
trials are completed. So a vaccine may not be 

Dr Philippe Guibert
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available for anytime between three and ten years. The truth 
is that we don’t know but it will not be something we can rely 
on any time soon.”

Dr Guibert was asked whether it is unusual that a virus 
which has been in existence for more than more than 40 years 
without causing much panic, has now mutated into something 
so serious. 

“This is the very nature of these infectious agents—to re-
emerge and change the parameters of their transmission and 
to keep adapting to our way of living—for example, an urban 
environment in Africa. We are the hosts of these viruses and 
they adapt very well to our evolution; it is an ongoing process 
and we have to expect these agents to keep on re-emerging in 
the future,” he said.

Dr Guibert was asked about the probability that the Zika 
virus will spread in southeast Asia. “The answer is 100% 
because the virus is already here. Cases have been reported 
and there is evidence of local transmission, but we have not 
specifically looked for the Zika virus in all of these countries. 
The more we look for these cases, the more we will find but 
that does not mean we are looking at the same magnitude 
of outbreaks that we have seen in the Americas. We have to 
anticipate that we will see more instances of outbreaks from 
people either travelling locally or from the Americas.”

A RISK MANAGER’S 
PERSPECTIVE
Whenever there is a new virus that can possibly affect an 
organisation, there are a number of interesting steps that a 
risk manager can take, which can also help to show the value 
they bring to their organisation, said Mr Tunstall. 

One of these is through communication. “The 
communication is very important. It is just a month ago that 
the director general of the WHO, Dr Margaret Chan, said 
that Zika had turned from a mild threat into one of alarming 
proportions. This is advice for policymakers in various 
jurisdictions rather than individuals, but a lot of people get 
hold of this information and it is not always dealt with in a 
way that is helpful.”

People are sometimes using this information to suit 
their own agendas, said Mr Tunstall, such as internet-based 

conspiracy theorists and wilfully uninformed people who 
deliberately use misinformation. 

“There are some websites saying that this is caused by 
vaccines or by pesticides or by the Gates Foundation or by 
Monsanto. There is a long Reddit post that says it was caused 
by GM mosquitoes. There is no evidence for any of this. 
However, constituents within your organisation may read 
some of this,” he said.

More important than the wealth of unscientific theories 
in circulation is the fact there is currently no vaccine, said Mr 
Tunstall. “It is very important that risk managers work with 
their internal teams to see how they can allay any unnecessary 
fears within the organisation, particularly if there is a lot 
of travel involved for employees. It is a great opportunity 
for risk managers to link up with their HR teams and 
communications teams and make sure there is a sensible and 
consistent approach to these kind of exposures.”

The second issue that risk managers must consider is the 
company’s organisational resilience and what is being done to 
prepare not just for Zika but for any other virus that comes 
up said Mr Tunstall. “How are we thinking about our business 
continuity planning and how are we thinking of speed of 
communication in the event that something like this becomes 
a more pressing issue here in Asia?” he asked.

The way that technology is changing the way we 
communicate is critical to this issue, said Mr Tunstall. “We 
have been here before in Asia and I remember working with 
an organisation to put something together to deal with 
one of the H1N1 scares. The scare came and went and the 
organisation was left with something that was non-functional 
and not really adaptable to any other threat and was left 
on the shelf and forgotten about,” explained the Parima 
committee member. 

“These days, we are seeing more of these viruses so 
risk managers have to think about how they are putting 
together systems and processes that help manage these type 
of problems, should they escalate. It is no longer about static 
BCP reports, it is about using people’s smartphones to get 
information to them quickly and to update people about 
latest developments. This is about broader resilience and an 
opportunity to get some of those projects kicked off. If this 
does happen to our organisation, how prepared are we to 
address any threats?” asked Mr Tunstall.

NON-ESSENTIAL TRAVEL
One of the most prescient issues for Asia-based companies is 
business travel. In light of the lack of a vaccine, some may feel 
the only way to prevent infection is either through protection 
from mosquito bites or by abstaining from non-essential 
travel.

“I think this is where the risk manager can really add some 
value by making sure there is not an alarmist response,” said 
Mr Tunstall. “It is difficult to define ‘non-essential’ travel in 
the corporate context so you need to present a considered view 
as to whether people should travel or not. I am scheduled to 
travel to two states in Brazil later this month so I am asking 
questions of myself: Is this the best time to travel? Is there 
a better time to travel? But I want to make that decision in 
view of the facts and not a knee-jerk reaction. I would not 
recommend issuing a blanket ban on travel,” he added.

Another responsibility for risk managers is to ensure that 
they are able to update their pandemic preparedness plans in 
line with possible developments in the spread of the Zika virus 
or any other similar pandemics, said Mr Tunstall.

“Zika can be used as a trigger to examine how your 
resilience systems are designed at the moment and how they 
might deal with something like Zika if it becomes a much 
bigger issue,” he explained.

“We are seeing issues like Zika being communicated at a 
greater speed and often involving mixed messages. How do 
you ensure that people who need to know information in a 
hurry are contacted? How is that process being managed? For 
example, if you take process of a fire alarm, it is quite a linear 
process and everyone knows what their role is going to be, 
from the fire monitor to the emergency services,” continued 
the risk consultant. 

“But for potential crises like Zika, which are coming up 
at an increasing rate, you need flexible systems that are open 
enough to deal with any of these issues and can be adapted 
quickly. If you have a crisis management process that is 
triggered through the security team or the management 
services team, how do you make that process open enough 
to be triggered from anywhere in the business—be that HR, 
communications, finance or something else entirely? These are 
really good questions to ask now, before your organisation is in 
crisis,” he concluded.

Anatomy 
OF A VIRUS

VECTOR & DISEASE

Zika is classified  
as an emerging 

Aedes mosquito-
borne disease
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T ODAY IS A GOOD DAY TO MEET WITH 
David Ralph, head of risk management 
and compliance at Pacific Century Cyber 
Works (PCCW). The Hong Kong-
based information and communications 

technology company has just released its annual results 
for 2015, which include a 19% rise in core revenue and 
a 36% increase in consolidated profits. According to 
analysts, the positive performance was largely driven 
by the successful integration of mobile carrier CSL. But 
Mr Ralph feels that, in some small way, the “fantastic 
results” were partly down to the company’s good risk 
management practices.

Mr Ralph’s background is in information security, 
beginning in the early 1980s before the internet as we 
know it existed and before most people knew what 
information security actually was.

At that stage, the only bodies really interested in 
information security were government agencies and 
also a number of large financial institutions that were 
looking to transfer all their data and processes onto 
computers and had recognised the risk involved.

“These risks were mostly internal because 
there were very limited opportunities to access the 
information externally. It was looking at things like 
database security and mainframe security. We were 
looking at the sort of applications that were developing 
and ensuring that security was an adequate part of the 
design process. It was an interesting time,” he tells 
Commercial Risk Asia in an interview in Hong Kong.

Those formative years as a computer programmer 
and working with machine codes have stood him in 
good stead given the pivotal role that technology 
plays in the modern corporate world. “I understand 
how machines communicate with each other. Even 
though things have changed a lot today, to the point 
where coding is cut and pasted, I have a fundamental 
understanding that is still relevant today,” he explains. 

This knowledge has proved particularly useful, says 
Mr Ralph, when some of his younger colleagues start 
engaging in “techno-speak”, expecting to lose him. 
“Instead, I lose them because I am going three levels 
further than they have ever understood,” says Mr Ralph.

Following some years working in Australia with 
financial institutions and then contracting in the UK 
for a number of large corporations, including a large 
insurance company and also British Telecom, he landed 
a two-year contract working for Cable & Wireless Hong 
Kong Telecom, which was later to become PCCW, to 
set up the information security department as part of a 
major systems enhancement.

“Over a number of years, I started looking at the 
general risks arising from IT and that then evolved to 
include other forms of risk management—contract risks 
and other types of liabilities—and then eventually the 
operational risks within data operations,” he explains.

And then in 2000, Mr Ralph was asked to take 
on the insurance management role. “Back then, it was 
considered a minor role that would take up a couple 
of hours a day—but things change very quickly. My 
reach into general risk management became a much 
more key role. I had to fully understand the risks in a 
more systematic way to ensure that we had the right 
insurance coverage. I must admit, when I was first 
asked to buy insurance for the company, I had this 
image that insurance salesmen where one step down 
from a used car salesman. The only experience I had of 
insurance prior to that was buying it for my car,” says 
Mr Ralph.

It is not unusual for risk and insurance managers to 
inherit the role rather than seeing it as the realisation of 
well-planned career path, but Mr Ralph is hopeful that 
this changing.  

“I think insurance will still be an integral part of 

risk management and a risk manager’s career but I 
hope we will move further away from having ‘insurance 
managers’ because I think it goes further than simply 
buying insurance.

“For example, when you are establishing a captive, 
you are looking at the total cost of risk and you need to 
value that process and you need to understand that you 
are buying your insurance for yourself. The profitability 
of that captive is part of my KPIs, so I have to make 
sure the risk mitigation measures we put in place are 
a more fundamental part of my responsibilities and 
part of an holistic approach to risk management,” 
explains Mr Ralph, who is also head of the Pan-Asia 
Risk Management Association’s (Parima) Hong Kong 
chapter.

CYBER RISK
Given that cyber risk is such a massively developing 
area within risk and insurance, Mr Ralph has an 
advantage on many of his peers because this is a risk 
that he has managed all along. “PCCW has been a 
technology company ever since it was first formed. 
It has always built networks. And we have been 
successful in developing from a telecoms firm to an ICT 
company. So we do a lot of application development for 
government agencies and large corporations.

“Cyber has therefore been a risk that we have 
managed all along and we have been able to develop our 
policies, strategies, systems and processes, unlike some 
businesses that have had these things dropped on them 
and been left scratching their heads. So it’s not a sea 
change for us. We have recognised the various threats 
and how they have changed. For example, back in the 
1980s, the only threat was internal. It is still the most 
significant threat but now we [also] have industrialised 
sabotage and the like,” explains Mr Ralph.

One of risk managers’ biggest problems around 
cyber risk has been the lack of suitable insurance 
policies and the challenge of trying to extend existing 
and longstanding insurance programmes to cover an 
ever-changing cyber risk landscape. But for PCCW and 
other network-focused businesses, cyber has always been 
considered within its insurance coverage, says Mr Ralph.

“From day one we made it clear that the standard 
programmes for cyber, general liability, professional 
indemnity and crime programmes, would have to 
include certain provisions. So we don’t need to buy extra 
cyber coverage. Precedents are coming in all the time 
but we have a fantastic group of insurers supporting us 
and they have been able to understand what we have 
been doing to mitigate the risk and they’ve been very 
accommodating,” he says.

Mr Ralph has a team of four assisting him on the 
risk management side, plus one other working on 
the insurance management. “The rest of the team is 
helping various business units to complete their risk 
assessments, setting up risk policies and procedures and 
also working with the IT team on the development of 
new products and any security assessments. The team 
essentially acts as a link between the technology team 
and the business,” he explains.

This role was originally performed with the internal 
audit team that traditionally looks back on businesses to 
see how well they comply, but Mr Ralph suggested that 
they work with the business to advise them on what 
to avoid. “That gave me a small team of two or three 
people. In the early years we spent a lot of time writing 
policies, standards and procedures, and encouraging 
separate business lines to build risk assessment processes 
for their day-to-day operations,” he says.

As with many other businesses, Mr Ralph’s 
team has had to withstand financial pressures and 
cost-cutting, although this was relieved by the 2014 
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acquisition of CSL, which had its own risk management 
team and was subsequently absorbed into PCCW.

“We are still keeping it fairly small. We recognise 
that risk management should not be an overhead or 
a cost centre, so I am particular about who I employ 
because I know I will have to work them quite hard and 
do as much as possible with what we have,” explains Mr 
Ralph.

Given that PCCW has operations in 42 countries 
and businesses that cover telecommunications, data 
centres, outsourcing, media production and property 
development, it is one of Mr Ralph’s biggest challenges 
to maintain a sustainable risk management function 
amid the budgetary concerns. And a growing regulatory 
burden does not make it any easier.

Central to this effort is promotion of the value and 
importance of risk management as something beyond 
operational procedures and processes that are designed 
to protect and limit the business. “My objective is 
increase the recognition that risk management is not 
part of the company’s internal controls but rather that 
the internal controls are part of the risk management 
function,” he says.

That recognition is growing, as is evident in Hong 
Kong with the recent introduction of new listing rules. 
The previous rules included risk management as part of 
the internal controls required by executives, which have 
now been amended to risk management and internal 
controls.

As trivial as this may seem, the semantics are an 
important part of the promotion of risk management, 
believes Mr Ralph. “You may have to take somebody 
who is performing some of these risk and insurance 
management roles and formally make them a risk 
manager. Once you start to call them risk managers, it 
will be naturally enhancing for the profession. 

“This is the most important thing that we have to 
get across—the value of risk management. Forward-
looking companies see the value of risk management, as 
do companies that are looking to reinvent themselves 
and cut their operating costs. If they are able to spend 
money upfront to reduce their risk, it will allow them to 
do more with less. There is still a huge amount of work 
to be done, not least the ability to get people recognised 
as genuine risk managers rather than just buyers of 

David Ralph



insurance. But more important is the 
ability of these people to report to 
senior management,” says Mr Ralph.

PARIMA 
OBJECTIVES
Achieving this objective is one of the 
reasons Mr Ralph became involved 
with Parima, for which he now serves 
as a board member. “I saw that there 
was a role for people like me that 
were fortunate enough to have been 
accepted within my company and 
are able to have that dialogue with 
senior management, who have respect 
for what we are trying to do. They 
understand what we are trying to 
achieve, that we are not attempting 
to limit the business but are trying 
to find ways for the business to 
accomplish and develop certain things 
without incurring undue risk. My 
current management is fantastic in 
that area.”

Developing a closer relationship 
with senior management is not so 
much about being more assertive in 
meetings, more aggressive in personal 
promotion or more accomplished 
in navigating office politics, says 
Mr Ralph, but more a question of 
semantics. 

“It is about the language you use 
to communicate to the board and to 
make risk relevant. A lot of risk is not 
easy to quantify and management 
like to have a set of numbers on a 
spreadsheet. So the challenge for us is 
to take these intangible risks and put 
them into a language that is credible 
to the board,” he explains.

One of the biggest difficulties 
facing the risk and insurance 
management community in 
Asia is that the responsibility for 
insurance purchase often sits in other 
departments—for example, as part of 
the procurement department. So one 
day they might be buying stationery, 
the next day they are buying 
insurance.

“At Parima we are trying to 
find those people that are buying 
insurance in addition to their main 
role, be that HR, company secretary 
or procurement. They get no 
recognition for the work they are 
doing and no support and they have 
a great deal of difficulty in having 
the conversations they need to move 
themselves out of that role into 
something more rewarding,” says Mr 
Ralph.

“The people we are reaching 
through Parima are the ones that 
recognise that is where they need to 
go. The ones we are not getting to 
are the ones who do not realise there 
is an issue. They may be happy being 
a purchasing officer. Their KPIs may 
be easy to manage. Instead, they have 
to ask why they are buying insurance 
and ask what it is they are trying 
to do. When they get to that stage, 
we are able to help them progress 
further,” he adds.

To this end, Parima has put 
together a comprehensive calendar 
of events for the next few months, 
along with the support of its sponsors 
within the insurance market. “That 
allows us to get our message across to 
the people that understand what they 
are trying to do,” says Mr Ralph.

A major initiative for Parima is 
its certification programme, which 
it hopes to launch this year. “Once 
we have the programme ready we 
can start to work with the Insurance 
Commissioner and the CIRC and 
the CIB and people like that to 
understand what the education 
programme is aiming to do and 
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how it can benefit everybody in 
the industry if risk management is 
recognised as a profession,” says Mr 
Ralph. 

“There is also a growing 
recognition of risk management 
among the tertiary institutions and 
universities in Asia. They have risk 
management courses and modules 
within degree programmes. There is 
definitely an interest in the profession. 
I’ve spoken to many students who see 
it as an interesting career.

“From my own perspective, I’ve 
found my career in risk management 
the most fulfilling thing in the world. 
I’ve had fantastic opportunities to 

develop my own career. I get very 
involved in what is happening across 
the breadth of the company. One 
day I may be looking at the risk of 
a property development in Jakarta, 
the next it may be a cable-laying 
operation in north Africa, and the 
next it may be our broadcast team 
getting into trouble filming in the 
mountains of Spain.

“I also get involved with some 
of the starter projects and that gives 
me a view of where the company 
is going. D&O insurance gives you 
access to areas of the company that 
are normally quite tightly held. 
And being able to get the respect of 

your senior management is always 
valuable. I have also been able to 
travel and see a lot of the world,” says 
Mr Ralph.

Finally, Mr Ralph was asked what 
advice he would give to a young 
risk manager just starting out in 
their career. “Firstly, they need to 
understand and communicate that 
their role is about risk optimisation. 
It is not about avoiding risk but 
about enabling the business to make 
informed decisions about the level 
of risk they are able to take. If you 
are not able to communicate that 
message, then it can be too easy for 
the rest of the company to wrongly 

see you as some sort of cross between 
an auditor and a policeman.

“Secondly, you should not be 
afraid to speak out. You will never 
succeed in the role if you’re worried 
about upsetting somebody—
sometimes you have to say things 
that people might not want to hear. 
Thirdly, you have to believe that you 
have value. I take pride in the fact 
that, in some small way, I support 
26,000 families through what I 
do for the company. The fantastic 
results that we have announced today 
were partly a result of the good risk 
management that we have practised,” 
concludes Mr Ralph.



commonly used by companies in 
the Asia-Pacific region as in Europe 
or North America but demand is 
growing as Asian companies rapidly 
expand regionally and worldwide (see 
related article on page 3).

Mr Baron said he certainly sees 
growth in this area.

“I have witnessed progress over 
the last two years as a decent number 
of our members embarked on the 
journey towards greater insurance 
sophistication. Most of them have 
overseas and cross-border exposures 
that call for the acceptance that 
insurance is truly a strategic risk-
financing tool and should be managed 
as such,” he said.

INITIATIVE BACKING
“Corporate financial protection, 
reputation and business resilience are 
at stake here,” added Mr Baron.

This is why Parima has decided to 
back the initiative.

Not only will it provide practical 
help and education on an increasingly 
important and complex area but, also, 
Mr Baron believes it will provide a 
great platform to raise the profile of 
the profession in the region.

It will also step up badly needed 
cooperation between risk managers 
around the world through their 
representative associations.

“A vast majority of our members 

are fairly concerned about this 
topic and Parima wants to focus its 
attention on their top concerns, hence 
our focus on this issue,” Mr Baron 
told Commercial Risk Asia.

“I am strongly pushing for greater 
collaboration between the leading 
regional associations — namely 
Ferma, Rims and Parima. We have 
to act together. Pushing for greater 
homogeneity and coordination at 
IAIS level, for instance, is a start. 
Associations need to be aligned and 
coordinate such initiatives. I see 
this project as a very first concrete 
coordination among regions,” 
continued Mr Baron, who is also group 
general manager, risk management 
and insurance at International SOS, 
based in Singapore.

The Parima chairman explained 
that the initiative should not be 
regarded as an attempt to make the 
risk manager’s job easier.

“It is much more important: it is 
about providing all stakeholders—
countries, corporations, consumers 
and communities—with the proper 
financial protection and the vehicle for 
greater prevention and protection,” 
he explained.

Parima’s involvement with the 
campaign is good news for risk 
managers within the Asia-Pacific 
region, because it reassures them 
that they are not alone and that 
their concerns about this increasingly 
important area are widely shared by 

their peers across the world.
“It is also one of the first 

opportunities for Parima to lead an 
initiative that can help our Asia-
Pacific community to ‘lobby’ on a 
very specific topic. This is a sort of 
‘giant step’ for our community,” said 
Mr Baron.

“It should help our members to be 
better equipped to address this kind 
of issue internally. If successful, this 
can lead to a constructive dialogue 
with stakeholders such as IAIS so 
that we can officially raise the voice 
of corporate insurance buyers,” 
continued Mr Baron.

ECIROA’s separate effort is 
focused on the creation of a working 
group at the IAIS to investigate how 
DIC/DIL could become globally 
recognised as a valid tool by all 
supervisors.

ECIROA chairman Guenther 
Droese, former risk and insurance 

manager for Deutsche Bank in 
Germany, recently told Commercial 
Risk Asia that he hopes the group will 
be up and running by April.

Mr Baron said Parima would focus 
its effort on the joint initiative with 
Ferma and Rims. But he does not 
think it is a bad thing that ECIROA is 
making progress on the matter too.

“The more the merrier. As 
long as each party does have a clear 
representation,” he said.

No one expects miracles in this 
complex and often political area, while 
the IAIS has no power to impose any 
solutions on national supervisors.

In the meantime, therefore,  
risk managers will hope that the 
leading insurers and brokers, which 
have given their formal backing  
to the Ferma and ECIROA efforts, 
will redouble their efforts to deliver 
greater consistency, certainty and 
compliance for their customers in the 
market.

Mr Baron believes that up until 
now, the market has done a pretty 
good job in this respect.

“Actually, most of the industry has 
done a great job in raising this over the 
last couple of years. A decent number 
of them have been championing this 
topic with the regional associations 
so that we can push this agenda 
together,” he said.

Education is a critical part of this 
area too, stressed Mr Baron, because 
understanding of the complexities 

involved can be lacking, particularly 
in Asia-Pacific and other so-called 
emerging regions, such as Africa and 
Latin America.

Here he sees an opportunity for 
Parima.

“A number of technical solutions 
exist to cope with the issue (Financial 
Interest Clauses, DIC/DIL and 
the like) but they are not yet fully 
mastered by all our members. So there 
is a need for better education. Parima, 
for instance, now offers its members 
full access to a couple of insurance 
compliance databases (Zurich’s MIA 
system and the AXCO system).

COMPLIANCE QUESTION
But pricing remains a problem, 
according to Mr Baron.

“I still believe that pricing is 
not truly reflecting the compliance 
consideration. Hence, Asian clients 
can’t really notice a rate difference 
between international compliance-
equipped solutions and those that are 
not,” he said.

From a macro perspective there is 
also a chance that, one day, political 
and economic cooperation on a 
regional basis such as the Association 
of Southeast Asian Nations will be 
able to provide a solution similar 
to the European Union Freedom 
of Services or the French-speaking 
Africa Conférence Interafricaine des 
Marchés d’Assurances code solutions, 
concluded Mr Baron.
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The group’s commentary on 
the results said the insurer remains 
committed to the Global Corporate 
business but promised it would be 
sorted out under the leadership of 
incoming chief executive officer 
(CEO) Mario Greco, who returns 
to the group next month after a 
period in charge at Generali.

“While the 2015 financial 
performance of Global Corporate 
is not acceptable, its franchise and 
capabilities are second to none,” 
stated the group.

“This business of course 
remains a key priority for Zurich 
but it needs to deliver profitability 
in line with its market-leading 
proposition to customers,” it 
added.

The group began to exit non-
performing businesses in the US 
and Australia in the final quarter 
of last year.

It then confirmed that its South 
African and Moroccan businesses 
are potentially up for sale.

INTO RUN-OFF
The company confirmed in its 
annual results that during the 
last quarter of last year, it exited 
business that accounted for 
roughly $400m in gross written 
premium.

This included the transport-
ation and boiler machinery 
business in its North America 
Global Corporate unit and Middle 
East personal and commercial 
lines. The group’s Singapore life 
unit was also put into runoff.

In December, Zurich 
Australia announced a plan to put 
compulsory third-party insurance 
in New South Wales into runoff 

from 1 March 2016.
“These were a few examples 

of actions taken and GI expects to 
continue to review its portfolio and 
footprint as part of Zurich’s key 
objective for 2016 of putting this 
business back on track,” stated the 
group.

Against this backdrop, it was 
not surprising perhaps that reports 
the group had decided to offload 
its Hong Kong and Singapore 
businesses were deemed credible.

News agency Reuters reported 
that the Swiss group had discussed 
plans to potentially sell the two 
businesses with several investment 
banks, but had not formally hired 
advisers.

But shortly after the news 
broke, Zurich flatly denied that 
this was the case.

“Further to an article that 
first appeared through Reuters 
on Tuesday 24 February 2016 
and subsequent market rumours 
stating that Zurich is exploring 
an exit from the Hong Kong and 
Singapore markets, we would 
like to clarify that Zurich has no 
intention of exiting the Hong Kong 
or Singapore markets,” the group 
told Commercial Risk Asia.

“We remain committed to our 
general insurance and global life 
businesses in Hong Kong and 
our general insurance business 
in Singapore. Zurich retains its 
position as a top-two general 
insurer in Hong Kong and one 
of the top five general insurers in 
Singapore. We look forward to 
continuing to service and protect 
our customers from risk in these 
key strategic markets for Zurich in 
Asia-Pacific.”

While Zurich may be 
experiencing problems in its 

Global Corporate business, it 
would be a shock if it were to exit 
this highly valuable and potentially 
very profitable business line.

Zurich has invested heavily 
in the global programme market 
in recent times and is generally 
regarded as one of the top three 
carriers in the world in this fast-
growing market.

Our sister title Commercial Risk 
Africa held a conference in London 
in early February on the prospects 
for growth in Sub Saharan Africa.

OPTIMISM
During the event, Jonathan 
Newbery, head of reverse flow 
and cross-sell at Zurich Global 
Corporate, gave a presentation 
during which he detailed the 
growth of Zurich’s global 
programme business in recent 
times in Africa and worldwide—
and was optimistic about future 
potential in this market.

Further, as the interview on 
page 3 of this issue with Fernando 
Denes, head of international sales 
and distribution Asia-Pacific 
at Zurich suggests, the Swiss 
insurance group is as keen on 
large corporate insurance business 
in Asia as ever and expects to see 
healthy growth in its Asia-Pacific 
global programmes business for 
the foreseeable future.

To exit core ‘hub’ markets such 
as Singapore and Hong Kong but 
remain in other Asian markets such 
as China, Taiwan and Indonesia just 
would not make strategic sense. 
Moreover, it would seem very 
odd indeed for such an important 
strategic decision to be made just 
before Mr Greco arrives to steady 
the ship and set the new strategy 
needed to return to profitability.

Whatever Mr Greco decides 
needs to be done, however, one 
thing is clear: jobs will be lost at 
Zurich as the group has to cut 
costs to restore profitability.

Asian corporate customers can 
also expect a harsher stance from 
Zurich at renewals as it seeks to 
rapidly drag its combined ratio 
back under 100% again.

The commentary published 
alongside the annual results will 
have made for painful reading for 
Zurich Global Corporate staff and 
management in particular.

Current group management 
is pulling no punches about the 
risk management failings at its 
corporate insurance unit in recent 
times.

The results commentary bluntly 
stated that Global Corporate 
inexplicably decided to expand in a 
soft market across a number of lines, 
failed to manage accumulations 
and interconnectivity of risks and 
reacted too slowly when losses hit.

Zurich’s interim CEO, Tom De 
Swaan, who replaced Martin Senn 
in December, promised analysts 
and investors that expenses would 
be slashed by “at least” $1bn by the 
end of 2018 and that around 8,000 
roles would be “affected” during 
the next three years.

“In terms of performance by 
region, Global Corporate is the key 
contributor to poor results in 2015, 
mainly driven by a substantial 
increase in large claims and a 
much higher level of losses related 
to prior years,” stated the group in 
its commentary.

Zurich said that Global 
Corporate’s results in the second 
half of 2015 have fallen “far short 
of what was expected”.

Some of this is blamed on one-

off items but the group added that 
there are three core areas that need 
to be quickly addressed.

“First, while general insurance 
(GI) saw good growth in some 
of its priority markets such as 
North America commercial, the 
push for growth in other areas 
was not supported by the market. 
For example, Global Corporate in 
North America grew in the first 
nine months during a period of 
market softening and declining 
rates across all lines of business 
with the exception of motor,” 
explained Zurich.

“Second, there was insufficient 
discipline in some areas of the 
business. For example—in 
Global Corporate, issues with 
accumulation management were 
identified and going forward GI 
will need to better account for 
the interconnectivity of risks,” 
continued the company.

REVIEW
“And third, the reaction to 
emerging trends—such as the 
increase in large losses—was too 
slow. A thorough review of large 
losses is ongoing and, as a first 
countermeasure, the group has 
purchased additional reinsurance 
to better manage large loss 
volatility,” it explained.

“Realistic targets for the 
business units have been set to 
drive the right behaviours, with 
reduced growth plans where 
necessary to ensure realisation of 
planned loss ratio improvements 
through tightened underwriting 
discipline,” continued Zurich.

Do not expect Zurich to be 
aggressively chasing your business 
this year unless you have an 
excellent loss record.
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