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Technology Munich RE =
Life Span of Emerging Risks

Gartner Hype Cycle- 5 key Phases of a Technologies Life Cycle

Technology Trigger: Potential technology breakthrough kicks things of.
Early proof-of d trigger

Oftenno t& y is unproven.

Peak of i publicity produces a number of
success stories — often accompanied by scores of failures. Some
companies take action; many do not.

Trough i anes as d
implementations fail to deliver. Producers of the technology shake out or fail.
Investments continue only if the surviving providers improve their products to
the satisfaction of early adopters.

Slope of Enlightenment: More instances of how the technology can benefit
he lize and b

e
Second- and third: i from ay p
M pilots;
Plateau of vt adoption starts to take off. Criteria for
i viability are The broad
© 2016 Gartner, Inc. and/or its Affiliates. All Rights Reserved. market applicability and relevance are clearly paying off. Separate hype from

the real drivers of a technology's commercial promise.
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Defining Emerging Risk Munich RE
Life Span of Emerging Risks

P

Time Frame can be Months or Decades

Stage 1 today may be Stage 3 Tomorrow
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......... CRO View
Resource
Allocation

+ [Tmerion]

The CRO Forum:

Who they Are:

International group of professional
risk managers from large multi-
national insurance companies
The Forum consists of Chief Risk
Officers from Multi-national
Organizations

- Focus:

- - + Developing and promoting industry
best practices in risk management.




Emerging Risks... Munich RE =
......... US Industry View 100

- wm=)  Threats ‘

Opportunities

Source: GC Capital Ideas, December 2016 (Guy Carpenter)
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Emerging Risk Challenges Munich RE =
..... More Qualitative than Quantitative

Limited
Limited Data;
Judicial Track Experience
Racord

Stidies - Many
and Varied

How do you Identify, Measure, Classify, Price Risks

Emerging Risks
Legal Challenges

Statutory Regulatory
Law -
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Managing Emerging Risks
. ..Regulations

Munich RE =

Greater vs. Fewer Government Regulations...
wesennennenWhich is better in Terms Of

= Emerging Risks (Character, Impact of Society, the Economy, etc.?)

= Insurance of Emerging Risks (Easier/Harder; better/Worse; None???
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Emerging Risk Management
Scope of Impact

Munich RE
100

Risk
Specific

«No real Systemic Exposure

*Management: Primarily Guidelines,
Forms and Pricing approach

- Systemic Exposure where multiple
Insureds can be impacted by the
same Risk, if not event

*Management: Portfolio (budgets, etc)
in addition to Above

Latent

Accumulation

+Unrecognized (or underappreciated)
Accumulation Risk

+Management: Primarily Strategic Focus|
in addition to Above

Managing Emerging Risks
.......... Uncertainty and action

e rrrrrrrrTryrrmrTrTrTrrrrTrrmrry

arly detection, evaluation and understanding are crucial

Options

Signals

ey

Value Proposition of an Emerging Risks Focus
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Emerging Risks Munich RE 2=
. Why is it important to understand ?

Q Insureds Expect Coverage ... for what's
around the comer
_.."' I""- Q Our business is Assuming and Financing Risk
= —— | . ....Support Economic Growth
] © | O Emerging Risks Impact All Insurers and Social
and Economic Sectors

=
[ bomne | =
L-\lL 4 l—'-},l 0 Weneed to be experts in both known &

emerging risks.
“"\-. I Q Goal: Assume Risks, Manage Impact, Grow
1 Profits

Key: Emerging Exposures = Systemic Reserve Risk
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Emerging Risks Munich RE i!:
..... The Alternatives

Knowledgeable

V'S

Thrive
Risk P . Risk
Avoidance® ¥ Taking
Creeping Sudden

Death Death

v

Uninformed
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Emerging Risks Opportunities

Time Horizon/Impact

P d (Short Term / Long Term)

Smaller/Larger)

Emerging Risk

Nature of the Risk Opportunity Nature of Support

Main Drivers, Nature/Scope : (Financing, Risk Management,
: of Impact , etc.) ‘ EVaIUatIOn Product Development, etc)

Innovative Solutions

Non-traditional; Imperfect
Information; Taking Measured Risk
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Emerging risks and the limits of private insurance
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Insurability Stage 1

Stage 2 Stage 3

Limits of
Unknown Known unknowns / Mature risks insurance
unknowns Emerging risks
D
URES
NOT WS
?
H_/ Ki
? Epsiiduomcnt Quantitative models
Emerging Risks Munich RE

Insurance “Enabler” Role

Insurance as “Enabler”

the associated risks

Supports the development of and response to social,
technical and economic evolution by managing and financing

Early study
period

Apprehensive
phase

3 Mature phase

Source: R, Blaunstein - Unfamilar Exposure  Insurance Networking News. 2006

Three Stages of Insurance Coverage

4
4

Efforts to understand exposure
Risks may unknowingly be covered

Initial risk knowledge leads to concerns
Insurers look to reduce/contain coverage

risk = enhanced L ing, leading
to...
Risk management, customized coverage & other approaches, at
reasonable prices
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Emerging Risks and the Insurance Industry

How Does the In

Emerging

Predatory Risks




The Bottom Line

Munich RE 3=
................. Emerging Risks and (Re)Insurance

Analytics

Product
Development

Risk Financing /
Coverage

Look For New Risks

QO Rapidly growing & major \ /O Risks are uncertain in many
manufacturing component Vi respects
Q Potential benefits are enormous —
Innovation leading to:
Q Jobs
Q Economic Growth
Q Enhanced social impact

o

Insurance Industry has a major
role to play: Risk Management
and Financing...

Need to fully Understand Risks

o

Risk Management

Understand / / \
the Risks |/ Loss Mitigation Services \
Not If... ...ButHow

Be an Informed Enabler......(Re)Insurance and More

Develop
Solutions
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Thank You

Gerry Finley, Senior Vice President,
Casualty Treaty Underwriting
Underwriting Services
gfinley@munichreamerica.com
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