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QBE is well placed to meet those increased expectations, particularly as we continue to strengthen culture, governance and 
accountability across the Group.

Risk management was one of QBE’s strategic priorities in 2019. We have stepped up efforts to ensure that our risk 
management practices and systems remain robust, independent and aligned with global best practice. We have reduced our 
risk profile at the same time as improving our underwriting discipline, and we have strengthened our approach to ESG risks. 
Uplift in the management of non‑financial risks has been a particular focus.

Risk – 
our business
Our business is fundamentally about how we identify, mitigate and manage risks for 
QBE and for our customers. Expectations of our customers, regulators and the Board 
have increased significantly over recent times, with greater awareness of fiduciary 
and social responsibility across the spectrum of QBE’s global operations. 

QBE's Enterprise Risk Management (ERM) framework
QBE’s ERM framework is applied across the Group and provides a sound foundation for reducing uncertainty 
and volatility in business performance. It is supported by frameworks for each material risk class: strategic risk, 
insurance risk, credit risk, market risk, liquidity risk, operational risk, compliance risk and group risk.
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During 2019, Group Risk partnered with the 
business to ensure appropriate governance 
and oversight of a number of strategic 
activities. We supported the business 
in strengthening our risk management with 
an eye to the future through the RISKsight 
program. RISKsight is a coordinated, 
Group-wide approach to uplifting QBE’s 
risk management. The cell review process 
continues to drive performance, ensure risks 
are actively managed and bring transparency. 
The Group Chief Risk Officer (CRO) attends 
many of the cell reviews. We have also 
worked with the underwriting and claims 
teams on the development of the new Group 
underwriting and claims standards as part 
of the Brilliant Basics initiative.

2019 has seen the implementation of agreed 
actions in response to the 2018 Australian 
Prudential Regulation Authority (APRA) 
self‑assessment within the RISKsight 
program, including the build of the new 
Governance, Risk and Compliance (GRC) 
system, development of new risk policies and 
standards, approval of the risk control libraries 
for core functions, and updating the Risk 
Appetite Statements (RASs) across the Group.

We continue to strengthen and unify our 
capability and approach to risk management. 
The Risk function has strengthened 
during 2019 with the recruitment of senior 
management to drive the various strategic 
initiatives across the Group. Group-wide 
alignment and stronger oversight have 
been achieved with divisional CROs 
reporting directly to the Group CRO. 
Compulsory risk training modules have been 
implemented, promoting risk awareness and 
understanding, and remuneration practices 
have been reviewed with managing risk 
embedded in performance goals.

Governance
Our Risk Management Strategy (RMS) 
describes our approach to managing risk 
and the key elements of the ERM framework 
that give effect to this strategy. The Group 
Board is responsible for ensuring that an 
effective RMS is established, maintained 
and implemented across QBE and that 
risks are managed in accordance with the 
ERM framework. The RMS is reviewed on 
an annual basis, and results are reported 
to the Group Board Audit Committee and 
Group Board Risk & Capital Committee.

The RMS has been updated to reflect Group 
and divisional board feedback. The RMS now 
more clearly articulates the key principles for 
managing risk, the strategy for managing risk 
within the three lines of defence model, and 
key changes in QBE’s material risk classes 
with the additional compliance risk class.

The RMS sets out our risk governance 
including how responsibilities are allocated 
across board and management committees 
and management, the processes for 
monitoring and the regular reporting required.

There is increased focus on non‑financial 
risks by management committees and the 
board with additional resourcing, expertise 
and reporting across various metrics 
including culture, operational, IT and cyber 
risk. This focus is supported by separate 
financial and non‑financial agendas for 
the Board Risk & Capital Committee 
and a separate executive risk committee 
focusing on financial and non‑financial risk.

Strategic objectives and business plan
Risk management is embedded in our 
business planning process, which focuses 
on our strategic objectives over a three-year 
horizon. We assess material risks and 
mitigation strategies and perform Group-wide 
stress testing to develop actions to increase 
the likelihood of achieving our business plan 
and objectives and staying within our risk 
appetite and tolerance.

Managing risk is a core strategic priority 
that is embedded in the performance goals 
of all executives and senior management. 
Staff are made aware of and receive regular 
engagement on managing risk as a strategic 
priority. QBE continues to deliver the 
managing risk transformation into 2020 
as part of the RISKsight program.

Strategic planning, risk appetite 
and capital management
Our strategic planning process considers 
factors such as market conditions, prior year 
results, business objectives, operational 
initiatives, financial targets and risk appetites, 
which inform our annual business plan.

Our RAS sets out the nature and level of risk 
that the Group Board and Group Executive 
Committee are willing to take in pursuit of 
our business objectives. The RAS is used to 
support risk-based decision making by clearly 
defining our appetite (what we should do) and 
tolerance (what we can do), and is cascaded, 
as appropriate, into the operating divisions.

Strategic priority

Managing 
risk

Managing risk is a core 
strategic priority that 
is embedded in the 
performance goals of all 
executives and senior 
management. Staff are made 
aware of and receive regular 
engagement on managing 
risk as a strategic priority. 
QBE continues to deliver the 
managing risk transformation 
into 2020 as part of the 
RISKsight program.

New risk 
management 
system

InSight
We have launched QBE’s 
new risk management 
system, “InSight”. This will 
enable stronger and more 
consistent Group-wide 
management and reporting 
of risks and related matters.
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The Group’s RASs have been updated 
during 2019 following close engagement 
with the business, management and 
the Board. This has delivered greater 
alignment across the Group, underpinned 
by a more quantitative approach 
enabling measurement and monitoring, 
clarified accountability across metrics 
and achieved a tighter link between the 
RAS and the business plan.

QBE’s Internal Capital Adequacy 
Assessment Process (ICAAP) ensures 
that QBE maintains adequate capital 
to achieve balance between our strategic 
planning aspirations and our risk appetite. 
QBE uses several capital management 
tools to support the assessment of risk 
and allocation of capital including:
• QBE’s Economic Capital Model (ECM) 

– an internal model developed to 
measure overall exposure to risk as 
well as exposure to each of our main 
categories of risk. The model provides 
a quantitative base for us to understand, 
monitor and manage our exposures. 
We also use the model to make better 
business decisions, assess economic 
capital requirements and measure 
performance on a risk-adjusted basis.

• Analysis of regulatory and rating 
agency capital models – to better 
understand how regulatory and rating 
agencies assess the impact of our 
strategic decisions on our risk profile 
and capital requirements, we conduct 
financial modelling with reference to 
the requirements of the various capital 
environments in which QBE operates.

• Bespoke risk assessment tools – we 
use catastrophe models, scenario 
analysis, stress tests and reverse stress 
tests to evaluate business plans and 
support our capital plan.

The ICAAP is supported by both the ECM 
and scenario analysis, and is used to:
• manage the capital held by QBE;
• monitor the risk profile against appetite;
• ensure the risks taken by QBE are 

commensurate with required returns;
• allocate capital to operating entities 

for planning and performance 
monitoring purposes; and

• analyse alternative reinsurance 
options and regulatory and rating 
agency submissions.

Our Group Reinsurance Management 
Strategy sets out our approach 
to reinsurance as part of our overall 
approach to risk and capital management.

Risk governance, monitoring 
and reporting
As previously mentioned, the Group 
Board is responsible for ensuring that an 
effective RMS is established, maintained 
and implemented across QBE.

Risk monitoring and reporting are 
embedded across the Group, supported 
by the three lines of defence:
1. The business, our first line of defence, 

generates risk exposure and is 
accountable for identifying, owning 
and controlling risks, and for ensuring 
that accepted risks are within the 
Group’s risk appetite.

2. Group Risk and Group Compliance 
functions provide independent oversight 
and challenge, by establishing and 
maintaining Group-wide minimum 
standards and policies.

3. Internal audit provides independent 
assurance to assist the Group Board in 
discharging its responsibility for sound 
and prudent management of QBE, 
by providing an objective review of the 
effectiveness and integrity of the RMS.

Risk identification, measurement, 
stress testing and mitigation
QBE adopts a robust risk identification, 
measurement and mitigation process 
to support the ERM framework.

These processes are outlined within each 
material risk policy and include key activities 
to manage risk such as the Risk and Control 
Self‑Assessment (RCSA) process, incident 
and issue management process, emerging 
risk forums, stress testing and scenario 
analysis, cell reviews, performance 
monitoring, and targeted risk reviews.

Risk management systems
QBE utilises Group-wide risk management 
systems to facilitate the recording, 
measurement, aggregation, monitoring 
and reporting of material risks to Group 
and key stakeholders. These systems 
enable the analysis of QBE’s material risks, 
which helps us to better understand the 
risk environment and support risk-based 
decision making. We have launched 
QBE’s new risk management system, 
“InSight”. This will enable stronger and 
more consistent Group-wide management 
and reporting of risks and related matters.

Risk and control libraries
The RCSA process has been enhanced 
with a substantial uplift in understanding 
and assessment of QBE’s risks and 
controls. The risk and control libraries 
have been updated with greater alignment 
across the Group, enabling aggregation 
of QBE’s material risks.

Risk culture
QBE is committed to, and supports, 
a strong risk culture. We recognise the 
importance of risk awareness and risk 
culture in the effectiveness of QBE’s 
ERM framework and an informal control 
mechanism for the organisation. We 
are continuing to focus on aligning our 
risk culture, the wider organisational 
culture and conduct risk. Further, we are 
embedding Group-wide accountability 
for risk culture through remuneration and 
reward. We have developed a risk culture 
standard, including our measurement 
approach to provide the Board with a view 
of the organisation’s risk culture. We have 
embedded expected risk behaviours 
in our QBE DNA which are used in our 
people processes across the Group. 
They are also included in our Code of 
Ethics and Conduct which is applicable 
to all directors, employees and other 
representatives across the Group. 

Regulatory risk
As an international insurance group, QBE 
is subject to oversight by many prudential 
regulatory regimes, as well as extensive 
legal and regulatory requirements and 
obligations, industry codes, and business 
and ethical standards across our business 
activities. To manage the regulatory and 
compliance risk we face, we combine 
local expertise with a globally consistent 
compliance framework and consider 
regulatory risk as part of our strategic risk 
class. We continue to monitor regulatory 
developments in each of the markets 
in which the Group operates.

Risk – our business
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Emerging risks

The Group Emerging Risks Forum has identified  
five emerging risk themes:

Environment and climate, Urbanisation and social change, Political and 
economic instability, Technology development, and Changing consumer 

behaviours. Subject matter experts in divisional emerging risk forums 
undertake detailed assessments of emerging risks in line with our Emerging 

Risks Standard, including the identification, analysis, stress and scenario 
testing, and monitoring and reporting on emerging risks.


