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Enterprise Risk Management:

ERM Development In The Insurance Sector
Could Gain Strength In 2008
In 2006, Standard & Poor's Ratings Services completed its first review of the enterprise risk management (ERM)

practices of global insurers. The results showed that several dozen firms were developing systems to support better

ERM practices, and we predicted that 10-15 of those companies could receive improved ERM opinions in 2007.

(For more details on the ERM evaluation process see the article, "Summary Of Standard & Poor's Enterprise Risk

Management Evaluation Process For Insurers," published Nov. 26, 2007, on RatingsDirect.) As it turned out, seven

of them did. By the end of the year, more than 80% of global insurers remained in the adequate ERM category. On

a percentage basis, the excellent and strong categories stayed at the same level (3% and 10%, respectively)

compared with our scores at the end of 2006.

Most Insurers Had Adequate ERM Programs In 2007

We completed 274 ERM evaluations in 2007 for life, property/casualty (P/C), health, and reinsurance companies

and groups around the world. Our results show that most companies (83% worldwide) have adequate ERM

programs (see chart 1).

Chart 1

Insurers with weak ERM (4% worldwide) generally have demonstrated a lack of effective loss control systems for
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one or more of their major risks (and often cannot articulate a specific risk tolerance).

For many insurers—for example, those operating in a narrow market segment or in only one geographical

area—adequate ERM is sufficient. Adequate ERM means that they have a complete and reliable control process in

place for the major risks of the firm. A company with adequate ERM should experience no outsized losses in a

normally adverse environment. However, such a wide category includes different profiles. Out of the 226 companies

worldwide with adequate ERM ratings, there are some that have strong or even excellent risk controls, but haven't

or aren't planning to develop a holistic view of their risk through a fully developed economic capital model or other

tools. These firms operate with what we call traditional risk management practices (also known as silo risk

management), where the systems and controls for managing insurance risks aren't connected to the management of

the asset risks. In addition, the adequate category includes firms that have strong or excellent risk controls but are at

the early stages of the development or integration of advanced strategic risk management processes. These

companies could receive a strong ERM assessment in the near future. On the lower end of the adequate category are

firms with only adequate risk controls for their major risks, which they generally manage on a silo basis. There are

also a number of firms that could possibly fall into the weak category over time, especially as the benchmark for risk

management continues to improve.

In our opinion, those firms that develop strong/excellent strategic risk management processes as well as

strong/excellent risk controls, and that therefore have strong and excellent overall scores, should receive some

advantage from their ERM programs. They should have lower losses relative to long-term average income in adverse

times and especially in extremely bad times. Over the years, we expect firms with better ERM systems to select

business opportunities with risk/reward profiles that are more favorable to their existing risk portfolio.

The ERM scores for the majority of companies remained the same in 2007 (see chart 2). About 5% of companies we

assessed at the end of 2006 received higher scores in 2007. Ten firms went to strong from adequate following

further reviews and development of their ERM programs, and we upgraded one firm to adequate from weak

following improvements in its risk governance and controls over catastrophe risk. However, a number of companies

received lower scores following a more detailed second review of their ERM practices. In addition, we rated a

number of companies for the first time.

The vast majority of rated companies have now had an ERM assessment. We should complete the remaining

handful of first-time ERM assessments in 2008.
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Chart 2

Our Regional Findings

Significant differences exist around the world in the development of ERM practices (see chart 3).
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Chart3

U.S. and Canada

We've seen slow but steady development in the U.S. and Canada of more comprehensive risk modeling that will

support better strategic risk management in the coming years. In addition, there are many encouraging signs

regarding insurers' work to control their key risks.

In the life insurance sector, insurers are feeling the effects of continuing low interest rates and the credit market

disruptions. Most insurers have avoided the troubled subprime-based investment alternatives. However, financial

market participants are rearranging their exposures, and there could be increasing problems in other areas of the

credit markets that will challenge insurers' credit-risk management capabilities (see "Survey Reveals That Rated

Insurers' Investments Globally Are In Prime Shape," published Aug. 29, 2007, on RatingsDirect). For example,

equity-market volatility affects the variable-product living-benefit guarantees that sold so well in 2007; all major

writers of these products have some degree of hedging or reinsurance to offset this risk, but the market volatility

could weaken some of these programs. Standard & Poor's will continue to monitor the hedging programs and how

they fare as the market continues to fluctuate.

In general, we see that discipline in managing enterprise risk is an increasingly important rating differentiator for life

insurers because it is key to profitable growth and lower volatility. Given life insurers' increasing reliance on

risk-bearing products, as well as the higher levels of risk now in traditional products, strong ERM is and will

continue to be necessary for prudent, effective competition.

We also see a growing trend toward prudent risk management with P/C insurers and reinsurers. Personal lines

carriers continue to benefit from better technology and the use of data for understanding and mitigating exposure.

Catastrophe writers' modeling of risks and exposures are generally more robust now than in prior periods.
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Moreover, commercial carriers appear to have improved risk controls to assure ongoing underwriting and pricing

discipline.

That said, P/C insurers now face a soft underwriting cycle. For most personal and commercial lines, we expect the

price deterioration rate to accelerate. We believe, however, that most insurers have improved their management

information systems and have better aligned underwriters' incentives with long-term profitable growth, which

should allow them to manage the pricing cycle more effectively. Our expectation is that these tools will result in a

milder cyclical downturn.

Investment exposure to the subprime market disruption has been minimal and is in line with that of the rest of the

insurance industry. Nonetheless, because of the possibility of subprime-related litigation, some of these companies

could be exposed to losses stemming from underwriting professional liability coverage, and the full effect of such

suits might not be clear until late this year or beyond.

Despite some moderate softening, reinsurers have so far held the line on price decreases; their premium rates and

terms and conditions have been softening at a slower pace than in the U.S. primary insurance market. Most of these

companies have begun to reduce writings where pricing is softest and return capital to shareholders, while cedents

are increasing their retentions or shifting to excess-of-loss treaties. Many reinsurers are focusing on disciplined and

profitable underwriting as opposed to market share, and they are using better risk-modeling tools and have overall

improved ERM. This sensible approach should enable U.S. and Bermuda reinsurers to mitigate some of the effects of

the softening cycle in the coming year.

Some P/C writers are exploring opportunities to expand operations into newer products or to move into new

geographical areas for existing products. The standard arguments for this usually are the diversification of earnings

streams and, for existing product lines, the offset of softening cycle conditions. However, new risks may negate or

reduce diversification benefits associated with new ventures. Firms with stronger ERM processes should be in a

better position to navigate through these opportunities and optimize the risk-versus-reward tradeoffs.

Europe

As the implementation of Solvency II (new regulations governing the European insurance industry) gets closer,

industry awareness of the need to build holistic risk-management systems is increasing. This has already taken place

at the more sophisticated insurers. The European insurers are now into their fourth quantitative impact study (QIS),

and they're finding that having risk metrics greatly helps in building risk controls.

It's no surprise that in 2007 the number of European groups we assessed as having strong ERM rose quickly.

However, the overall proportion of companies with strong and excellent assessments remained broadly stable

because of the large number of companies we looked at for the first time. This progress will likely continue in the

next few years. We assessed 13 companies as straddling the borderline between adequate and strong in 2007, and

these companies are making significant progress toward implementing a comprehensive strategic risk management

process. We assessed another six companies as having generally strong risk controls, but they either have decided

not to implement a strategic risk management process or haven't made sufficient progress in implementation.

Solvency II concerns and the ongoing QIS process in Europe have increased the interest and the investment in the

development of economic capital models (ECM) for a number of insurers. Many companies have discussed their

plans with us. As they develop and implement these models, we expect that, over time, we will assess more

companies as having strong ERM. However, the development of an ECM is not by itself enough to gain a company
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a strong ERM rating or to have European regulators use the output of these models. The model must be embedded

in the company's strategic management decisions. In this respect, there is an alignment between Standard & Poor's

view of strong strategic risk management (which is a requirement for a strong overall assessment) and the so-called

"use test" of the proposed Solvency II.

One very positive aspect of the focus on risk management across Europe is the improvements we see in the overall

development of a positive risk management culture. Many companies are developing risk reporting processes and

installing high-level management committees (often board subcommittees) to focus on risk management issues. A

number of companies have recently created the position of chief risk officer (CRO), and there is a trend for these

CROs to gain more senior positions (i.e., reporting directly to the board or the CEO). However, better governance

needs the support of a risk-aware and open culture. Otherwise, such reports won't be worth the time and effort

required to create them. As the focus grows on governance, more and more boards are discussing how much risk is

too much for their organizations. The ongoing development of risk-appetite statements is causing a number of

companies to look at their operations and decide that they have too much risk in some areas (often in the area of

asset-liability management) and too little in others (often insurance risks). Hence, many companies are developing

hedging programs or reducing their asset risks in other ways while they reassess their requirements for reinsurance

and other risk-transfer mechanisms (e.g., catastrophe bonds).

A further development within the context of risk appetite is that a number of firms are looking not only at extreme

events but also at earnings volatility. The development of earnings-at-risk targets is a recent one, and many firms are

still trying to understand the different requirements that these targets produce rather than the more traditional

extreme-event capital-at-risk targets. The most sophisticated European insurers are now managing their risks within

a risk tolerance that looks at more than one indicator, including, for example, international financial reporting

standards (IFRS) earnings, embedded value, statutory solvency, and economic capital. As a result, we have seen a

higher concentration of European companies with strong and excellent ERM by count, and much higher by

company size, than in the U.S. and Canada.

Bermuda

The Bermuda insurers and reinsurers are a small group with, on average, a very high level of ERM practice. For

several of these firms, we believe that such advanced ERM is appropriate and necessary for their business risk profile

and for the ratings we have assigned them. (Note: This analysis does not include any of the new reinsurers formed in

2005.)

Bermudian insurers and reinsurers have allocated more resources to ERM than have companies in most other

regions. This is largely because of the more complex exposures that these firms tend to assume in their writings. The

stronger ERM processes that Bermuda carriers practice should enable these firms to navigate better than their global

counterparts the softening cycle expected to continue in 2008. So far, the rate declines that Bermuda reinsurers have

realized have been milder than those of most other primary carriers.

Asia-Pacific

ERM assessments vary widely among countries in the Asia-Pacific region, with leading insurers based in Australia,

Hong Kong, and Singapore more likely to achieve strong assessments, and Japanese, Taiwanese, and other

Asia-based insurers more likely to achieve adequate assessments. Key limiting factors in the latter group are

asset/liability management constraints and inherent negative interest rate spreads for life insurers. ERM is largely at

the compliance stage, with little advanced capital modeling or strategic influence evident yet in the Asian markets.

www.standardandpoors.com/ratingsdirect 7

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page. 639102 | 300361377

Enterprise Risk Management: ERM Development In The Insurance Sector Could Gain Strength In 2008



The risk management practices and internal control policies of Japan's insurers are facing increasing scrutiny

following a series of public scandals regarding nonpayment of insurance claims. In conjunction with more stringent

regulation and increased media coverage of the insurance industry, reputation risks are rising and threatening to

erode enterprise value and corporate credibility. To address these pressures, Japan's insurance industry has focused

on strengthening its risk management and compliance systems. Standard & Poor's believes Japanese insurance

companies are too passive in their attitude toward enhancing risk management and internal controls, and that their

responses to risk management are directed more at meeting compliance and audit needs. To improve beyond

adequate (and sometimes weak) risk management assessments (we haven't assessed any Japanese insurers as having

excellent or strong ERM), Japanese insurers need to manage operational risks more actively and address strategic

risk management.

We have assessed various insurers in Taiwan as having adequate ERM. For life companies in that country, there is a

prudent risk culture and conservative risk appetite, but ERM is mainly for compliance. Limiting factors remain,

including ongoing negative spreads. Market and credit risk controls are good, though there's been little advancement

in the management of operational risks or advanced capital modeling. The nonlife sector is similar, with a relatively

conservative risk appetite and good reinsurance capacity for catastrophe exposures. Credit control over reinsurance

recoverables is adequate, in part through the regulator's minimum rating requirements, although market risk has

higher exposures to equity and property risks. ERM is mainly in the compliance stage in this sector, too, and there is

little internal modeling for capital allocation or assessment of risk exposures. Even the more mature Asian markets,

such as Hong Kong and Singapore, will doubtless have a majority of insurers with adequate ERM assessments, with

only a few stronger assessments for market-leading companies, often with strong offshore parents.

The Australian market has a higher-than-average proportion of insurance companies with excellent or strong ERM

assessments. This follows full ERM assessments on market leaders Insurance Australia Group Ltd. (excellent) and

QBE Insurance Group Ltd. (strong), as well as supportive ERM assessments on most of the rated participants.

Australia is more advanced in ERM practices compared with the rest of the region, with strong guidelines,

compliance standards, and audit/control activities overseen by the regulator, the Australian Prudential Regulatory

Authority. In addition, the market has widely adopted and respected Australian standards and various

risk-management bodies and associations. The local market has benefited from market leaders' substantial

investment in ERM, which has been entrenched for some years now. Foreign-owned insurers have taken ERM

advances that their major European- and U.S.-based parents have developed and applied them within their

Asia-Pacific subsidiaries.

The Middle East and Africa

The Middle East and Africa make up another region where ERM is increasingly becoming an important topic. Some

local regulators are looking at the developments in regulatory regimes in Australia and Europe and are considering a

more risk-based approach. The structure of the market—high-surplus capital invested into local equities, especially

in the Middle East—creates a number of issues for the management of investment risk. This issue is the main reason

that we assess a high proportion of the companies in the region as having weak overall ERM. Currently, none of the

companies in this region have strong or excellent assessments. One firm has strong risk controls, but has only an

adequate assessment because of the lack of strong strategic risk management.

Latin America

In the Latin American region, all insurers and reinsurers we've assessed so far have adequate ERM. Strong

regulatory initiatives for ERM in Mexico and Brazil should produce more favorable developments. However, we
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don't expect a significant number of firms to migrate to strong ERM in the near term. For some firms, it requires

implementation of extensive resources to enhance an ERM process, the fruits of which might take several years to

fully materialize.

Components Of ERM

In the past year, as we have evaluated insurers throughout the industry, we've updated our opinions on their

practices in the five major subcategories of ERM: risk-management culture, risk controls, emerging-risks

management, risk and economic capital models, and strategic risk management.

Risk-management culture

Risk-management culture continues to get a higher rating than overall company practice. In 2007, a steady stream

of insurers told us about their new CROs, board committees, and risk-management charters. In Europe, some

regulators have anticipated pillar II of Solvency II by explicitly requesting the setup of a formal risk-management

governance.

Very few insurers have developed any statement of overall risk appetite, and many insurers are unable to give a

meaningful characterization of their risk profile. A risk profile is a list of the firm's major risks with a consistent

quantitative representation of each risk's share of the firm's total risk profile. In our opinion, it's not a statement of

premium distribution, but should be a chart of losses that the insurer could experience under uniformly adverse

scenarios applied to each risk. In Europe, the development of risk models has helped in the definition of risk

tolerance (often expressed in terms of surplus in excess of economic capital). It often remains a stand-alone

statement not yet related to the risk limits.

Risk controls

Risk controls continue to be highly uneven. For most insurers, limits for different risks are completely independent

of each other, with no specific tie to an overall risk tolerance and with no clear sense of whether the limits are more

or less aggressive for one risk than for another. Investment limits are variously stated as gross concentration limits,

as a percentage of total assets, or as a percentage of an investment category (such as the percentage of total bonds

that are speculative grade). Insurers rely on management's judgment that risk is at an appropriate level, on

comparisons with other insurers, and on rating agency feedback. When managing their risks, many insurers depend

on a single risk view and a single risk-management tool to control one or more of their major risks. Other insurers

have multiple views of their risks and risk limits, are sensitive to the actual level of risk that they intend to hold, and

formally require management scrutiny of reasonably significant changes in risk positions. These insurers often use

multiple risk-management tools.

Emerging-risks management

Only a handful of insurers diligently manage emerging risks. We have found that the best practitioners in this field

are the reinsurers. For pure life insurers, this area is less relevant, as the likelihood of the materialization of an

unknown risk that might affect their balance sheet is lower than for P/C insurers. The CRO Forum, which is slowly

expanding its membership beyond Europe, has formed an emerging risks committee. The committee sometimes

publishes its findings, which could be helpful in getting insurers started in addressing risk issues.

The first approach to emerging-risk management, which several companies have taken, has been some sort of self

assessment that necessarily includes some consideration of "what's going to be the next bad thing." That "thing" is
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not always clearly targeted, but the examination is a starting point for acknowledging the existence of emerging

risks, and often instigates the creation of a more comprehensive risk-mapping effort.

Risk and economic capital models

It's a favorable sign that many insurers are working toward developing a comprehensive internal risk model and

plan completion in 2008. Several insurers are at the stage where they have started to disclose their ECM results, and

some of the models in development have auditable public disclosure as their goal. The implementation of IFRS 17,

which requires companies to disclose the risk information that management uses to guide the business, supports this

move.

Large European, and especially U.K., insurers have all developed some sort of ECM. They've been expanding the use

of these models and adding computational facilities to speed their processes for determining economic capital to

bring it in line with financial reporting time frames. In other parts of the world, insurers have started late and

worked slowly in developing a comprehensive measure of risk for their companies. Even with the growing favorable

trend toward the use of EC modeling tools to support ERM, what appears to be lacking is any consistent approach

or best practice surrounding ECM development, implementation, and execution.

Strategic risk management (SRM)

SRM development generally follows the development of ECMs. More and more insurers now know how they might

use their ECM practices and are waiting for the development of the models to begin implementation. However,

several companies are reporting that this is a slow process, often achieved over a number of years rather than as a

single step. This is because it takes time for management to fully understand and accept the output of these models.

Last year, we questioned whether the SRM process will focus on extreme catastrophic losses or on more common

earnings volatility. A number of insurers have taken up this issue, with various outcomes. Standard & Poor's has

found that a large minority of firms in the strong and excellent ERM categories have put in place risk appetites with

multiple attachment points. There are several ways to accomplish this, and there is no single best practice emerging.

These firms have realized that they don't need to choose between ruin and earnings, but can balance multiple

objectives within their ERM programs.

Standard & Poor's Process For 2008

Standard & Poor's has completed second-round ERM discussions with most insurers, and we expect to continue

updating our view of each insurer's ERM processes in 2008. Rather than holding repeat discussions in which a

company's previous presentation is updated and re-presented, we expect that these follow-up discussions will, in

time, enrich our view of insurer ERM practices. The following is a generic agenda for 2008 ERM discussions:

• Risk profile. What has changed in the insurer's risk profile from last year? We are looking for a summary of how

the distribution of risks has changed in the past year, the reasons for those changes, and how those changes

compare with what we expected at the start of the year. Were these changes due to a shift in strategy, market

conditions, or some other cause? (See article "Insurers With Excellent ERM Have Clear Enterprise Risk

Reporting," published on Oct. 3, 2007, on RatingsDirect.)

• ERM program. What changes to the company's ERM program have occurred in the past year? Were there any

changes to risk tolerance and limits, ERM staffing, responsibility and authority, or ERM reporting to the board

of directors, top management, managers, employees, or investors? Have any risk-management and control
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processes changed? Have any new risk models been developed?

• Risk assessment. Were there any changes in how the insurer looks at emerging risks or risk/reward optimization?

• ERM successes, failures, and lessons learned from the past year. We want to hear the insurer describe the

experiences of the past year in the context of the ERM program.

• Results. What risk and ERM considerations affected or are affecting any major new acquisitions or new ventures

the company has recently undertaken or expects to undertake shortly?

• Enhanced discussion of prior incomplete ERM presentations. This involves a detailed exposition of areas that

were discussed in summary form in prior conversations.

For insurers that we have previously found to have strong or excellent ERM and for insurers that might move to a

strong from an adequate ERM evaluation in 2008, Standard & Poor's will want to discuss the following points:

• Strategic risk management. We would like to have management walk us through a year of planning and

operating, showing the sort of information that feeds the planning process and the performance-monitoring

process at the group, business-unit, and investment-portfolio levels. Our focus is on the process by which the risk

from the proposed business plan (as well as the returns) is reviewed for acceptability, from the outset of the

planning process through the approval of the plan and including the monitoring of the plan's execution. This

would include discussion of how management looks at momentum-type plans, as well as plans that involve new

risks, new products, new investments, new markets, new distributors, and acquisitions or joint ventures.

• Risk models. In our ERM meetings, insurers have presented a wide range of detail about models they use to

support risk management, ranging from high-level summaries to voluminous and detailed discussions. In 2008,

our intention is to acquire more comprehensive and consistent information from insurers with ERM ratings of

strong and excellent. We will seek to understand how insurers are using models to manage their risks and how

the insurers that use multiple models manage to reconcile and manage the sometimes contradictory signals

different models can produce.

• Operational risk controls. Operational risk is the least developed area of ERM in much of the insurance industry.

In 2008, Standard & Poor's will sharpen the focus of our discussions of operational risk control. We will be

asking insurers to discuss with us their risk controls for any operational risks that might result in losses that

exceed two quarters of earnings. Those discussions will provide insights about the key operational risks of the

sector and the varying degrees of preparedness for dealing with those insurer risks, and will allow us to factor

operational risk into our ERM evaluations with the appropriate emphasis.

Key Risks And Concerns

Each year, there are some issues that get extra attention. Here are some of the issues for 2008.

Asset/liability management

The risk to financial institutions from shifts in interest rates has long been a matter of concern in our ratings process.

In 2008, we will look to verify that insurers with significant exposure to interest rate risk, either because of

rate-sensitive liabilities or long-term non-interest-bearing liabilities, have a robust process in place to assure that they

won't experience outsized losses if interest rates shift significantly. In addition, the equity-based guarantees that

resulted in major losses at several insurers and reinsurers in the previous equity-market cycle are again getting more

aggressive, and the products continue to spread to more markets. Most major writers have started hedging programs

since the reinsurers fled that market in the early part of this decade, and recently a few reinsurers have, in fact,

www.standardandpoors.com/ratingsdirect 11

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page. 639102 | 300361377

Enterprise Risk Management: ERM Development In The Insurance Sector Could Gain Strength In 2008



re-entered the market. For both interest rate and equity-guarantee risk, we will look to see that insurers have

comprehensive risk-control processes on paper and that the program's execution is reliable.

Cycle management strategies

We will look to gain an understanding of the firm's plan for cycle management. An area of special consideration will

be cycle risk monitoring, including the timeliness of the monitoring and who is responsible for the monitoring.

Another factor is the trade-off between disciplined underwriting/pricing and top-line growth and market share,

particularly when competitors, agents, and brokers have more optimistic views of rate adequacy. Some companies

have explored expansion into new product lines and territories as a means of offsetting margin pressure and

shrinking market share, but this creates additional risk concerns. Standard & Poor's will determine how companies

address these cycle-management issues and how they incorporate cycle management into their strategic

risk-management decisions.

Credit risk

For insurers with an investment strategy that includes holding credit instruments, the market looks much more

favorable than it did a year ago. Credit spreads have increased significantly. That's the good news. The bad news is

that there might be much more credit risk, and the risk might be more correlated to other financial market risks than

was previously thought. We will be particularly interested in how insurers plan to control the aggregate amount of

credit risk that they hold, especially in situations where current holdings are much lower than limits. Does

management intend to give permission to portfolio managers to increase credit risk to their stated limits, which are

often 200% of more of historical holdings? If not, we will want to know the process that management plans to use

to maintain a different level of credit exposure and how it will monitor that exposure level.

Mergers and acquisitions

M&A activity was pronounced in 2007, with non-U.S. firms purchasing small and specialty U.S. carriers. The weak

dollar played a role in this trend, and this could continue in 2008. New-venture risk control is an ongoing

consideration in our ERM assessments. Understanding the controls surrounding a new venture and its effect on the

insurer's risk profile and risk appetite will be part of the analysis.

The Future Of ERM

The experiences of 2007 and early 2008 have shown that ERM is an important discipline that will continue to be

key for the financial health of insurers. It is against this backdrop that Standard & Poor's will continue to enhance

its evaluation of insurers' ERM capabilities as a fundamental part of our credit analyses. The evaluation of a firm's

risk management capabilities is the most prospective part of our analysis. Good ERM will sharply reduce the

possibility that an organization will experience outsized losses. The best ERM process tries to maximize the revenue

for the level of risk associated with generating that revenue. Certain questions need to be addressed to be able to

differentiate insurers.

• What controls do firms have in place to manage their risks?

• How do they manage these risks?

• What is their exposure to risks A, B, and C?

• How do they measure, manage, and optimize their risks?

Our task as credit analysts is to provide a prospective opinion on the firms we rate. Our ERM evaluations are a
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more structured way for our analysts to better do what they've always been asked to do, namely, to assess the risks

faced by the companies they're evaluating.

A tangible benefit of our ERM analysis is that it provides us with a more consistent framework to assess the credit

rating on an insurer within a sector. Asking different management groups about how they manage risks can help us

to better differentiate among peers.
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