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A StrategicRISK roundtable debate gathered together risk and insurance 
specialists to discuss the main threats to business in Singapore

Tales from a city where 
risk is everything

TOP RISKS

T he insurance sector is an 
important area for corporate 
risk management in Singapore. 
Many businesses split the 

function between insurance buyers and 
those specialising in risk mitigation, 
usually through enterprise risk 
management. 

StrategicRISK Asia hosted a roundtable 
event with leading risk managers, brokers 
and insurers to discuss the primary risks 
faced by businesses based in or operating 
from Singapore. 

While some risks, such as cyber, are 
not defi ned by geographical boundaries, 
several issues are of particular concern to 
risk professionals in Singapore. 

Supply chain
At one time an area overlooked by risk 
managers – not only in Singapore but also 
around the world – several high-profi le 
events have served to focus minds on 
supply chains in recent years, although 
gaps in knowledge remain. 

“People just don’t understand the 
extent and magnitude of what supply 
chain risk can do to their business,” says 
JLT Specialty Asia managing director for 
strategic risk solutions Philip Ondaatje.  

“The Thailand fl oods really brought 
that to the table for many people in 
Asia and globally – including the market 
itself – in seeing exposures that were 
not modelled for.”

Marsh’s senior vice-president, 
communications, media and technology, 
Sirikit Oh, believes there is more scrutiny 
of supply chain risks among risk 
managers in Singapore. “Supply chain 
is very important. What happened with 

the earthquake in Japan and the fl oods 
in Thailand has made companies look 
more carefully at some of the risks they 
have problems controlling, such as 
third-party suppliers,” she says.

“This can have a direct impact on 
your business. We have seen it in the car 
industry, and also the technology sector. 
It is an area that has a direct impact 
on business costs. 

“The focus is then on risk managers 
having to do a lot more reporting, and 
also assessing the risk management 
objective on an organisation-wide 
basis,” she adds.

Human capital
Singapore’s ageing population and a 
shortage of workers with relevant 
qualifi cations is giving many risk 
managers a headache. The working 
population in Singapore is fl uid and 
transient, which only serves to 
complicate matters, according to 
Sandra Ong, head of the enterprise 
risk management unit at an agency 
in Singapore. 

“It feels like this generation has to 
move every three years, not because they 
don’t like the job or that they have been 
off ered something more, but simply that 
they won’t work more than three years in 
any one place,” she says.

 “With technical positions, this 
creates problems, because people don’t 
stay long enough to acquire the level 
of detail needed. This is a real problem 
in Singapore.”

Many Singaporeans move jobs or 
change their entire career focus on a 
regular basis. Ondaatje says: “What we 
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‘You now have this 
rotating talent pool 
that you have to keep 
rebuilding and 
reinvesting in’

see now in our trade is the retention of 
talent becoming an issue. 

“The generational way of coming in 
and doing three, four or fi ve years before 
moving on to another challenge is a far 
more common employment trait than it 
was in the past. 

“You now have this rotating talent 
pool that you have to keep rebuilding 
and reinvesting in.”

Education standards
The standard of education attained by 
most young people in Singapore is 
extremely high by both global or regional 
standards, yet many young graduates 
are unprepared for the world of 
employment, particularly in more 
technical industries. 

“There are a lot of highly educated 
people in Singapore, but their 
educational qualifi cations are not always 
right for the work that is available,” says 
Schneider Electric Asia Pacifi c group 
insurance risk manager Juliette Gelpi. 

Eff orts are being made to deal with 
this, but with limited success, says Ong. 
“There is a real shortage of engineers 
here and concern about this has reached 
government level. The worry is that there 
have been no takers for some courses, 
even if a scholarship is off ered.”

The pace of change in the region, 
and specifi cally Singapore, is one reason 
why this is happening, according to 
Zurich Singapore general insurance chief 
executive Jonathan Rake. “Demand has 
grown quicker than supply in a very short 
time and it takes education systems time 
to react over a longer term,” he says. 

“Expectations regarding resources 
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A� er the global fi nancial crisis of 2008/09, which had a severe impact on the small, 
open economy of Singapore, its economy rebounded swi� ly to calmer waters. 
Singapore is, on the whole, relatively underexposed to macroeconomic imbalance 
risks, in a global comparison and relative to its South-East Asia peer group. Among 
its benefi cial risk exposures are sound government fi nances, large current account 
and trade surpluses, and a high national savings rate. While Singapore’s sovereign 
debt-to-GDP ratio is relatively high, a large portion of funds are sovereign assets, so 
net debt is moderate. And, with infl ation pressures abating, Singapore has managed 
to reduce its exposure to key macroeconomic risks to either in-line or below the 
regional average. But risks loom, including an emerging markets slowdown.

In terms of economic disparity, Singapore is slightly more exposed to an inverted 
demographic pyramid, particularly the ratio of the old to people of working age, than its 
South-East Asian peer group. However, in a global comparison, Singapore’s exposure 
remains within the third quartile, well ahead of most European and North American 
countries. Further, Singapore’s exposure to income inequality, measured as the gap 
between low/middle and high incomes, remains clearly above the regional average.

NOTE: The risk bars show the world distribution of risk, from the lowest-scoring country to the 
highest. The lower the score, the lower the risk or exposure to the indicator Source: Zurich Risk Room



Asia Risk Report | SINGAPORE

4 www.strategic-risk-global.com/asia

have probably  increased tenfold in the 
last three to four years, so you are trying 
to fi nd skillsets quickly to keep up.

“Singapore does not have a labour 
force of 100 million to play around 
with, so while it might be opening up 
specialised universities, it takes time to 
fi ll those gaps.”

According to Schneider Electric’s 
Gelpi, who is also a board member of 
Asian risk management association 
Parima, Singapore’s ageing population 
will continue to create issues for 
businesses and risk managers.

“At our business, when we are 
thinking about what we are going to do 
in the next 10 years, we have to consider 
where we will get people with the right 
competencies,” she says.

Roland Teo, board member of the 
Risk & Insurance Management 
Association of Singapore, board member 
of the Pan-Asia Risk & Insurance 
Management Association  and head of 
group enterprise risk management for a 
paper and pulp fi rm, believes human 
capital issues strike at the heart of risk 
management itself. 

“Having people on the ground who 
should be risk managers is important. 
There needs to be an army of risk 
managers in every business,” he says. “I 
know of companies already training 
people on the ground at our business, not 
simply in terms of health and safety, but 
in aspects of enterprise risk. 

“There is a need for this in businesses 
across Singapore. Everyone in a company 
needs to be a risk manager.”

Cyber risk 
Cyber is an emerging threat for risk 
professionals in Singapore, and for its 
insurance industry, which is still trying to 
tackle fully this often unseen danger. 
Many uncertainties remain, particularly 
in relation to coverage.  

“Cyber has become a headline item 
in terms of insurance over the past few 
years but, a little like directors’ and 
offi  cers’ 10-15 years ago, there is not 
enough experience of how the solutions 
actually respond to the risks presented,” 
says Ondaatje. “And in that respect, 
the length of the liability tail for these 
is still unclear here – essentially, the 
question of where and when it might 
hit in the future.”

Pace of change
Technological developments mean the 
business world is developing at a faster 
rate than ever, and countries in the 
Asia Pacifi c region are at the forefront 
of this change. 

But although this evolution can 
bring many benefi ts for businesses in 
Singapore, it also brings risks, according 
to Zurich Insurance global relationship 
leader Steve Robertson. 

“Twenty years ago, there was 
practically no one in Singapore who 
worked as a corporate risk manager,” he 
says. “What has happened since, 
particularly in this region, has put risk 
management fi rmly on the agenda.” 

There have also been fundamental 
changes to the nature of risks over the 
past 20 years, much of it brought about 
by travel, interconnectivity, demographic 
shifts, globalisation, population 
concentration and technology. 
Although many of these risks were in 
existence before, they did not have the 
potential impact they now do. 

 “While at one time we had local 
supply chains, now they are very much 
global,” says Robertson. “The pace of the 
emergence of risk is the real issue. It 
raises the questions: are we equipped to 
deal with these emerging risks, and what 
solutions are corporations able to 
develop to manage them successfully? 

And further, from our point of view as 
insurers, are we able to provide relevant 
risk transfer solutions for those risks?”

Regulation
The combination of regulatory and 
geo-political risk is troubling businesses 
in Singapore. Bernard Chua, head of 
systems and risk management fi nance at 
telecommunications company StarHub, 
says: “A lot of changes have been made 
by regulators that make it challenging 
to run our business.”

Making sure a company is compliant 
is particularly diffi  cult, according 
to JLT Specialty Asia’s regional 
director, professional and executive risks, 
Ronak Shah. He says: “Regulators around 
the world have been working together for 
some time. You see a lot of cross-border 
co-operation. If you are a business that 
has presence across a region or across the 
world, the cost and expenses in relation to 
making sure you are compliant in each 
territory is getting more and more 
exorbitant by the day. 

“And it doesn’t look as though it is 
going to get any better. So the question is 
how you deal with them. How do you 
mitigate those risks?” 

Getting the basics right
The world in which risk managers operate 
is complex and fl uid. This makes it 
diffi  cult for risk managers to operate, but 
they would fare better by remembering a 
few simple rules, says Danny Chan, area 
security director for Marriott Hotels. 
“I am often asked about advanced 
techniques used in risk management, and 
I fi nd the question quite frustrating 
because it completely misses the point.

“Consider this: we hear about dengue 
fever a lot in the Singapore media. Back 
in the 1980s, the Singapore government 
announced that it had offi  cially 
eradicated dengue – and now it is back. 
Yet only four people in the last 12 months 
have actually died from dengue fever in 

TOP RISKS
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“In the Singapore insurance market, 
our main area of focus is large 
commercial business. About two-
thirds of the general insurance market 
is the off shore insurance fund (OIF) 
portfolio – business fl owing into 
Singapore from other regions. 

“There is a domestic and an 
international market. The domestic 
Singapore fund has grown consistently 
at 4% to 6% for the past three years; 
the OIF portfolio grew by just over 
20% in 2011 alone.

“The main driver of growth has 
been the off shore business and 
Singapore’s role as a hub. If this 
continues, the portfolio will have 
grown quicker than the markets it 
serves. This tells you two things. Not 
only is it growth with expansion in 
those markets, but also repatriation of 
insurance going out of the region. So 
capacity is coming back as skills and 
expertise are developed. 

“Some of the business that is being 
supported from a capacity perspective 
in the international markets is also 
fl ooding back. That is a focus for a lot 
of insurance companies. 

“If you look at the domestic market, 
most of the opportunities for real 
growth are in non-traditional casualty 
lines, such as accident and health, 
which has shown double-digit growth. 

“So we have a role to play in 
establishing a strong domestic 
presence in the commercial space, 
supported by selected opportunities 
from the International markets.

“I see Singapore maintaining its role 
as an insurance hub in Asia, as its open 
environment attracts international 
and domestic companies, with strong 
support and governance from the 
regulator and industry bodies. Just 
as the local farmer cannot get all 
his needs in the local town, so must 
multinationals in South-East Asia look 
to Singapore for additional expertise, 
capacity, products and services. This 
will continue to be the primary driver 
of growth in Singapore .

“The large corporate business is a 
huge strength for Zurich. We have a 
portfolio of more than $8bn globally 
and it is a business model that has 
been consistently rolled out across 

the core and international markets 
we serve. Consistent in terms of the 
tools and processes, the way we look 
at the risk pricing and accumulation, 
the referral structures, our approach 
to working with customers. 

“All that operational and technical 
capability, largely distributed through 
the brokers, is an established business 
model at Zurich – something we can 
capitalise on. Aligning a strong global 
capability with local market practice 
can really be a diff erentiator for us. 

“People know the Zurich brand 
in this space and we’ve built on this. 
It is important for us to get a 
relationship going with brokers 
and customers, understanding the 
companies we are insuring – their 
needs, how we can support them, 
what opportunities they are looking 
at so we know how our insurance 
proposition must react. 

“In addition, we are ready to 
capitalise on any niche opportunities 
for bringing certain products into the 
personal lines space, as we continue 
to balance our portfolio in Asia.

“Cyber is starting to show as an 
emerging risk. There are still a lot of 
unknowns about what it means for 
business, in terms of protection and 
how big an issue it is. But from what 
we have seen in the past six months, 
cyber is emerging as a hot spot. 

“We have to understand the role of 
insurance in cyber space. Where does 
the product react and what are we 
covering? To really have a meaningful 
product that supports the client, we 
need to understand that risk. 

“We are doing a lot of work at 
a group level, where we are trying 
to understand the fundamental 
characteristics of that risk and what 
it means in terms of exposure. That is 
really what we have to get right.

“The tail is certainly something 
that would concern us, but we are not 
going to be able to solve or mitigate all 
the issues around cyber. Our main role 
as  an insurer is that companies look 
to us to support them in the event of 
a fault. But insurers really add value 
in terms of advising on mitigating 
actions, and that aspect has perhaps 
not yet been cracked.”

JONATHAN RAKE
Zurich Singapore 
general insurance chief executive

THOUGHT 
LEADERSHIP

Singapore. At the same time, around 
the world many thousands of people 
die from infl uenza each year. Yet despite 
this danger, relatively few people in 
Singapore get fl u jabs. 

“This illustrates a key point that while 
risk managers most of the time like to 
deep dive into the technical side of 
things, sometimes we fail to take care of 
the very basic stuff . For me, advanced 
technique is essentially doing the basic 
things perfectly every time.”

Complacency
While Asia in general is known for its 
vulnerability to natural catastrophes, 
such as earthquakes and tropical storms, 
Singapore is fortunate to lie outside the 
most serious danger zones. 

But risk managers should guard 
against complacency, according to Zurich 
Insurance underwriting director Li Shan 
Yeo. “We should not rest on our laurels,” 
she says. “We talk about Singapore being 
safe, but is that really the case? We had 
fl oods on Orchard Road two or three 
years ago, yet we think that fl ooding is no 
longer a major issue in Singapore.

“We have seen some foundation 
works being carried out around the 
island these days. Could this be for 
protection against potential earthquake 
risk or tremor exposure?”

Recognising risk
“The greatest challenge is how companies 
view risk management,” says Genevieve 
Lim, risk manager for property developer 
and shopping mall owner Frasers 
Centrepoint. “In general, people have the 
notion that risk management is not under 
their review. We need to educate people 
to have the right mindset and get them 
to recognise that it is they who are the 
risk owners, get them to take up the 
challenge, to look at the risks seriously 
and to come up with ways to mitigate 
those risks. They are the experts in their 
own areas, so they should have direct 
involvement. 

“Unfortunately, many people treat 
risk management as a form-fi lling and 
reporting process. There is corporate 
governance guidance, but it would be 
benefi cial if risk management were 
made mandatory and accorded with 
importance by management. This is an 
area that needs to be changed.”

NEGOTIATING THE EBB AND FLOW OF BUSINESS



Asia Risk Report | SINGAPORE

6 www.strategic-risk-global.com/asia

Do the region’s brokers believe the insurance industry is off ering suffi  cient products and 
coverage for businesses operating in Asia? And what industry improvements do they think 
would assist fi rms to better manage and mitigate risk?

BROKERS’ VIEWS

Alan Cheah,
chairman for South-
East Asia and 
chief executive for 
Singapore, Marsh

Adam Garrard, 
Asia regional chief 
executive, Willis 
(Singapore)

Innovation in the 
insurance industry has 
picked up over recent 
years, primarily driven by 

brokers and end-client demand. 
Areas such as cyber-liability 
insurance and other fi nancial 
lines have signifi cantly evolved, 
with many policies now 
addressing issues that go beyond 
physical loss, such as reputation 
management.

Clients, especially in Asia, are 
always keen for more knowledge 
and best practices in the area of 
claims. Searchable claims 
databases, where clients and 
brokers can fi nd case studies or 
examples based on 
industry or class of 
insurance, would be 
extremely helpful.

We should applaud the 
insurance industry for its 
robustness in these 
diffi  cult times. It has, for 
many years, provided 

protection for corporations 
against ‘acts of god’. But the 
losses are becoming characterised 
much more as ‘acts of man’.”

For sustainable risk transfer, 
there needs to be recognition, 
then understanding and then a 
solution. The insurance industry 
is trying to respond to cyber 
risk, employee benefi ts have 
expanded to include wellness 
programmes, and reputational 
risk is in the research lab of every 
major carrier and broker. But 
solutions remain elusive.
 
I wish insurers’ willingness to pay 
claims matched their willingness 
to accept risk. We need to fi nd a 
way to expedite the claims 
process for valid losses. Insurers 
should start with the assumption 
of indemnity and prove 
otherwise rather than start with 
the assumption it is not 
covered. It is an 
important shift that 
clients would appreciate.

Peter Jackson, 
head of sales, 
Lockton Companies 
(Singapore)

The insurance industry 
provides protection 
against business risks 
in the region, however, it 
does not engage 

suffi  ciently with clients to create 
awareness and a willingness to 
buy. I fi nd that companies are 
often incredibly ignorant of 
insurance solutions that address 
their risks. Furthermore a 
number of critical covers are 
new, and clients are rightly 
sceptical about how the 
insurance policy will work until 
there have been claims.
 
[I would like to see] more 
products to protect against 
intangible risks and those related 
to regulation. Singapore is a 
major fi nancial services centre, 
but insurance solutions have not 
kept up with the needs of 
fi nancial services businesses.

Clients are often part of 
complex supply-chain structures 
where more multi-company, 
multi-jurisdiction 
solutions would off er 
greater continuity 
of cover.

Rodolphe Guillard, 
executive director, 
Aon (Singapore)

There is over capacity in 
Asia, off ered by new 
markets and new capital 
entering the insurance 
and reinsurance markets. 

This increase in capacity comes 
in conjunction with low claims 
results (despite 2011’s 
catastrophe events) and a less 
litigious environment than in 
Western countries. However, the 
needs and developments of the 
various countries in Asia vary 
dramatically – for example, 
between Singapore or Hong 
Kong and Indonesia or the 
Philippines.

In mature countries, the 
increasing complexity of risks 
requires more expertise and new 
solutions, which are not or only 
partially available in the market. 
This is the case for cyber risk, for 
example. In developing 
countries, the basic needs for 
comprehensive business 
protection are not being 
met, and we have 
observed signifi cant gaps 
in a majority of SME 
policies in those 
countries.
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Jessie Tjioe, 
chief executive, 
Howden Insurance 
Brokers (Singapore)

As Singapore is a 
major insurance and 
reinsurance hub, the local 
market is constantly 
evolving to provide 

coverage enhancements, new and 
specialised products and 
insurance solutions to meet the 
changing needs, demands and 
risk exposures of clients.
 
[I would like to see] local 
regulatory and compliance 
assessment tools in the 
structuring of local policy 
requirements for global 
programmes and multi-faceted 
risks, and regulatory 
requirements of 
international clients 
operating across 
the globe.

BROKER POLL: THE TOP RISKS 
FACING SINGAPORE BUSINESS

Alan Cheah chose economic 
conditions as his top risk, but 
pointed out that the exact 
risks faced by Singaporean 
companies depended on the 
location of their operations. 
“In Singapore, natural 
catastrophe is not a risk, but 
it could be a priority risk for a 
company that has operations 
in natural catastrophe-
prone areas,” he said. Jessie 
Tjioe also chose economic 
conditions as her top risk.

Adam Garrard picked 
reputational damage as 
his number one risk. “It 
is the most complex risk 
and potentially the most 
catastrophic, especially in 
this age of instant media 
and social networking,” he 
said. “It is diffi  cult to predict 
its source and diffi  cult to 
remedy its impact. It can 
manifest itself from the 
smallest source in the 
remotest location. In short, 
it is the boardroom nemesis; 

silent, deadly and invisible. A 
formidable foe for even the 
best-governed corporations.” 
Philip Ondaatje and 
Craig Paterson also put 
reputational damage top 
of their list, but stated: “We 
strongly believe emerging 
intangible risks such as cyber 
will develop into a top-fi ve 
risk in the near future.”

Peter Jackson went for cyber 
threats and vulnerabilities 
as his top risk, adding the 
caveat that the top risks 
varied by industry and 
the size of the client. “The 
insurance industry needs to 
do more to demonstrate its 
relevance to the risks clients 
face today,” he said.

Options that were not 
chosen by any of our 
brokers included: natural-
catastrophe risk, 
environmental risk, product 
recall, credit risk and the 
price of commodities.

Go to: www.strategic-risk-global.
com/asia for more from these brokers 

on the pricing of insurance and the 

appeal of captives in Asia

People – retention and 
acquisition of talent

Economic conditions

Reputational damage

Cyber threats and vulnerabilities

Failure to innovate

Supply-chain disruption

Regulatory change

Globalisation

Intellectual property risk

Contractual risk

Foreign exchange risk

Political uncertainty

Philip Ondaatje, 
managing director 
for strategic risk 
solutions, and Craig 
Paterson, regional 
director, JLT Asia 
(Singapore)

Over the past 20 years, 
the insurance industry 
has tried consolidation 
and cost management to 
improve margins. Little 

has changed, so innovation is the 
only option left to improve 
profi tability and credibility.

Products should be better 
tailored to clients’ fi nancial 
needs. This could [be achieved] 
through retention studies, 
captive feasibility studies and 
fi nancial linkages to the balance 
sheet. The decision to buy should 
be based on value, not cost.

Clients are not getting a holistic 
risk-based solution. Insurers sell 
insurance, brokers do placement 
and account management, while 
claims, risk, valuations and 
software management are spread 
across various parties. Insurers 
must off er more 
linked, client-focused 
solutions rather than 
individual, service-
orientated products.
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We polled all six companies, asking each 
for their fi ve top risks

“Singapore’s economy is built on raw talent, not raw materials. Its ability to extract 
the greatest value from the people it develops and the people it attracts will defi ne 
its success and that of its corporations. There is no plan B.” 
Adam Garrard, Asia regional chief executive, Willis (Singapore)
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The biggest legal changes that businesses will face

Singapore’s top 
regulatory risks

REGULATION

Data protection 
The Personal Data Protection (PDP) 
Act 2012 (Act 26 of 2012) was approved 
in October 2012, and will come into force 
on a staggered basis, with certain 
provisions being implemented on 
2 January 2014, and the rest on 2 July 
2014. The measures it will introduce 
include the establishment of a Personal 
Data Protection Commission (PDPC) 
to enforce the PDP Act, and the 
broadening of the defi nition of 
personal data to include electronic as 
well as non-electronic data. More 
importantly, the act will allow the 
PDPC to impose fi nes and enforcement 
mechanisms against individuals, 
companies and their directors 
and offi  cers.

Insurance Act amendment 
Signifi cant changes to the Insurance 
Act of Singapore (Chapter 142) took 
eff ect on 18 April 2013. The act 
regulates the Singaporean insurance 
market and has recently been amended 
to enhance the powers of the regulator 
and introduce anti-solicitation 
provisions for non-licensed insurers. 
The amendments signifi cantly increase 
the awards and penalties for certain 
breaches of the act by an insurer, its 
directors and even employees in some 
cases. Section 40B of the revised act now 
expressly provides that a “parent 
supervisory authority” will, subject to the 
approval of the regulator and under 
conditions of secrecy, have the power to 
conduct an inspection in Singapore of a 
locally licensed insurer.  

Employment Act 
Singapore’s main labour law, the 
Employment Act (Chapter 91), is up 
for review. The last review was in 2008. 
Given the complexity of some of the 
issues under consideration, the Ministry 
of Manpower of Singapore has 
announced that the review will be 
conducted in two phases. The fi rst phase, 
which is envisaged to end in the fi rst 
quarter of 2013, will look at extending 
coverage of the Employment Act to 
include better protection and working 
conditions for professionals, managers 
and executives (PMEs), short-term 
contract workers and low-wage workers; 
improving employment standards and 
benefi ts for employees; and reducing 
rigidity and augmenting fl exibility for 
employers. The second phase, starting in 
the fourth quarter of 2013, will examine 
more complicated issues, such as 
enhancing protection for employees in 
non-traditional work arrangements and 
creating better dispute resolution 
mechanisms.

Companies Act 
The Companies Act (Chapter 50) 
of Singapore is up for review. The 
Ministry of Finance of Singapore has 
recommended various amendments to 
the Companies Act, and aims to table the 
amendment bill in parliament by the end 
of 2013. These amendments are the 
largest number to be made to the 
Companies Act since it was enacted in 
1967, and would aff ect companies, 
small-and-medium-sized enterprises, 
retail investors and company directors.

Ian Roberts is a partner and Melissa Russell is a senior associate at Clyde & Co Clasis 
Singapore, a joint legal venture between Clyde & Co and Singapore law fi rm Clasis LLC

LEGAL RISKS
ACROSS ASIA

Increasing regulatory burden 
and their cost implications: 

As Asian economies grow, the 
regulatory environment will adapt 
to ensure it continues to govern 
businesses well. The ability to deal 
with new regulations and the 
associated costs of implementation 
(and penalties for non-compliance) 
will aff ect business confi dence.

Inability to fully understand 
overseas regulatory 
requirements: 

For many companies in Asia, growth 
opportunities exist outside their own 
geographical borders. This in itself 
brings new regulatory risks, as a lack 
of understanding of requirements in 
diff erent countries can cause a failure 
to meet obligations.

Changing interpretation of 
new and existing regulations: 

Changing technology means that 
existing regulations may be interpreted 
in diff erent ways to meet changing 
needs, leaving businesses exposed to 
new and unquantifi ed factors.

Regulatory issues are beginning to 
creep up risk registers, as companies in 
Asia spread their operations globally, 
says the regional director of JLT Risk 
Consulting in Asia, Craig Paterson. 
Here are some of the main pitfalls.
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Asia is home to various insurance regulatory regimes, ranging 
from highly regulated tariff -rated jurisdictions to relatively free 
markets. For any business, whether it is an insurance company, 
broker, captive insurance company or corporate entity, the 
regulatory environment in which it operates can infl uence 
business growth.

The interconnectivity of risk is reaching unprecedented levels, 
not only for insurers and insureds, but also for regulators. This 
will change forever the risk management environment for us all. 
Understanding how regulators are working together is important 
for all businesses.

The recent development that bodes well for regulator 
co-operation was a Monetary Authority of Singapore (MAS) 
representative offi  ce opening in Beijing. According to MAS: “The 
Beijing representative offi  ce will further strengthen bilateral 
collaboration between the MAS and the People’s Bank of China, as 
well as with other Chinese fi nancial authorities including the China 
Banking Regulatory Commission, China Securities Regulatory 
Commission and China Insurance Regulatory Commission.” 

The key consideration for insurers and corporate entities 
alike is to ensure that their Chinese operations are covered in a 
compliant and sustainable way. 

It is also crucial to understand the regulatory environment that 
exists for insurers in Singapore. MAS, the regulator, is particularly 
active and this can bring benefi ts, but also pose risks for business. 
As such, companies need a structured framework in which they 
can operate so they are comfortable dealing with varied and 
complex regulatory issues.

In general, however, active regulators – such as those that 
operate in Singapore – should be seen as positive entities. Their 
aim is to encourage and facilitate insurance buying by creating 
access to varied and quality products, while also encouraging the 
growth and development of insurers, reinsurers and captives.

One of the key benefi ts of the Singapore market, in terms of 
admitted and non-admitted insurance, is the country’s attractive 
regulatory environment for continuing insurance activity – for 
both large corporate entities and insurers.

One area that seems to be lagging behind in Asia – including 
to some degree in Singapore – is the degree of disclosure around 
corporate risk management. In certain countries, annual reports 
now need to have sections explaining their risk management 
processes and, even in such leading markets as Singapore, this is 
still not the case. 

With no clear regulation or stock exchange requirements 
relating to corporate risk management disclosure, there is a clear 
opportunity to improve risk management’s standing – not only 
within individual businesses, but also in the wider community, 
including investors. 

In future, listed companies could be required to report on 
their risk management activities, like the FTSE asks UK-listed 
companies to do.

DYLAN BRYANT
IPZ regional head of customer, 
distribution and marketing, 
Asia Pacifi c

THOUGHT 
LEADERSHIP

KNOWING THE RULES

Complex untested regulations: 

In a number of instances, regulations 
may be in place but they may never have 
been tested in a court of law. Therefore 
companies are exposed to regulations 
being interpreted diff erently from what 
was originally expected.

Changing business 
environment: 

The regulatory environment may 
struggle to keep abreast of changes 
in such areas as technology, operations 
and corporate governance, which can 
expose companies to unforeseen losses 
or a lack of legal recompense. 

Lack of consistency in the 
regulatory environment:

Across Asia, multinational corporations 
encounter diff erent cultures and 
conventions in doing business. This is 
refl ected in myriad regulations that 
are in place and a lack of consistency 
across the region.

Lack of in-house regulatory 
and compliance experts: 

There is a lack of expertise in overseeing 
internal regulatory functions in the 
region, so many companies resort to 
using third-party experts. While helpful 
in the short-term, it does not build up 
a bank of knowledge within the fi rm on 
these types of issues. 
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The top brass at Singapore-based companies are beginning to embrace 
enterprise risk management, but it may take a while before the philosophy 
trickles down through whole organisations

Enterprising solutions 
to understanding risk

ERM

E nterprise risk management 
(ERM) brings a greater 
understanding of risk to a 
business and also off ers 

important strategic advantages. 
Use of ERM is growing among 
companies in Singapore, although 
there remains a lack of consensus over 
the tangible benefi ts, as these risk 
professionals explain:

Roland Teo, board member 
(chairman, conferences and events 
committee), Risk & Insurance 
Management Association of 
Singapore (Rimas); board member, 
Pan Asia & Insurance Management 
Association (Parima); and head of 
group enterprise risk management 
for a paper and pulp company
“There should be more recognition of 
what ERM can achieve. We are trying to 
renew our insurance programme and 
because we have ERM and have put a 
number of measures in place relating to 
this, management wants some sort of 
reduction in the premium. 

“I knew that this would not be possible 
and I told this to the business, but the 
bosses and the owners still want to know 
why insurers are not supporting us when 
ERM and business continuity 
management has been put in place.

“In a previous role, I was with the 
National Business Continuity 
Management programme. The 
government funded this for fi ve years to 
encourage and support ERM in 
Singapore. In light of this, I ask insurers 
and brokers, as we are trying to make 
businesses become more resilient, if they 

are prepared to put their money where 
their mouth is and reduce premiums 
when ERM is in place? After all, 
increased resilience is also in their 
interest. They need to recognise this to 
keep the company motivated and sustain 
what we are doing.”

Dylan Bryant, regional head of IPZ 
Customer, Distribution & Marketing 
in the Asia Pacifi c for Zurich 
Insurance Group
 “There is a relationship between ERM 
and insurance and it comes down to a 
couple of things. First, transparency on 
how risk is priced. There is more than 
one factor in risk pricing and ERM will 
be credited somewhere if the underwriter 
is doing their job. There may also be 
other forces involved – for example, 
exposure might have changed and 
driven up expectations of future 
claims. All these things will change 
the price continually. 

“Second, with transparency in place, 
it might be the case that if some things 
relating to ERM had not been done, the 
increase might have been far higher. You 
can then go back to the company and 
say, this is how our risk is changing, this 
is how the industry is performing, this is 
what is happening to interest rates that 
are driving pricing on the insurance side 
and without these improvements we 
would be in a worse position. Within the 
industry, are you outperforming your 
peers? That is what the board really 
wants to know. Are you still getting a 
better deal than your competitors?

“In addition, the terms and 
conditions may have changed, which 

may be more benefi cial. An ERM 
programme will achieve this even though 
the actual pricing might not change. You 
could sacrifi ce those terms and 
conditions for a lower price – you could 
lower your premium to almost zero if you 
wanted to – but the risks you would bear 
as a result would be too great.”

Gabriel Chew, senior manager 
for group risk management and 
insurance at Inter-Continental 
Oil & Fats
“Any company has to see that there is 
a real technical benefi t to having a 
proper risk management structure. 
In the company I work for, the risk 
management team operates 
independently from fi nance. 

“Across the company, people work in 
their own separate silos and what we 
encounter all the time is being kept out 
of the loop until the last minute and then 
suddenly having to scramble for 
solutions. A lot of time and resources are 
wasted with this approach and also a lot 
of opportunities are missed. ERM is the 
only solution to this.”

Philip Ondaatje, regional director 
for major corporate business at JLT 
Specialty in Asia
“Working with an incredibly diverse 
clientele, I would estimate that about 
5% of companies across Asia have a true 
risk management strategy. Risk 
management to most comes down to the 
purchase of insurance. 

“Very rarely do we get to touch base 
with clients who have a dedicated risk 
management team – it is usually treated 
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A lot of organisations 
continue to see enterprise 
risk management as a 
compliance issue rather 
than a management tool

within the fi nance or procurement 
function, and they all have diff erent 
values around the treatment of risk.”

Shuh Lin Tan, head of risk 
management for Asia and 
Australasia at InterContinental 
Hotels Group (IHG)
“ERM can cut across every department, 
but for many organisations it continues 
to be a compliance issue instead of a 
management tool. What they do not 
realise is that it can actually give them 
more control and, as a result, cut down 
on organisational costs. Changing this 
view is a challenge.

 “At IHG, we have banded together 
to avoid working in silos. Our risk 
management, legal, corporate 
responsibility and internal audit teams 
have formed the business reputation 
responsibility (BRR) department, which 
ensures due diligence, corporate 
governance and assessment of risk 
profi les in our business.

“This is about working as a whole and 
not just one person who is a certifi ed risk 
manager looking after everything. It is 
about the business understanding needs 
and using resources to put people into 
an ERM system.”

Dean Kong, senior manager of 
enterprise risk management at 
Changi Airport, Singapore
“A business needs someone at the top to 
say that we should not be looking at risks 
in silos and should have a dedicated team 
fully independent of other operations to 
look across the entire enterprise, bring 
people together and examine risk in the 

context of the enterprise. That is certainly 
one advantage of ERM. 

“If we get the dynamics of ERM right, 
if we establish what the risks are and rate 
them, some might be hard to manage, 
which means that whatever controls you 
put in place to prevent an occurrence 
might not be eff ective and there is a high 
chance that it will happen. When it does, 
what will be the impact? This is where 
insurance comes in – to help address the 
fi nancial impact.”

Jonathan Rake, Zurich Singapore 
general insurance chief executive
“Leadership is crucial. I see and feel the 
challenge risk managers have in all 
industries. Zurich is one of the fi rst 
insurance companies to put in place a 
chief risk offi  cer for its own business and 
that role has certainly changed the way in 
which we look at risk. What does that 
mean? It means we consider in our 
conversations with clients of all sizes 
corporate social responsibility risk, 
business continuity risk – and we 
understand more what it is like to be a 
local risk manager. Because the role now 
has power at chief executive level, we are 
playing the same game. We are having to 
adapt and look at risks and discuss how 
we change the business on a regional and 
local level. We also have more 
consistency in our approach to risk 
management across our business. Now 
our understanding has improved, we are 
better able to do this with our clients.

“A second element to consider 
is how a major catastrophic event 
changes the mindset in an organisation 
and the absence of that must be a 
major challenge. Take the Formula 1 
Association, for example – it probably 
wouldn’t exist today unless it built risk 
management into everything it does. 
Sixty people died racing over 20 years – it 
had major reputational damage, it had 
no sponsors. It had to put risk 
management into the organisation and 
catastrophes were the trigger for this. In 
the absence of catastrophes to drive 
change, the focus on risk must come 
from the top down in the organisation.”
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A business’s reputation is one of its most valuable assets, 
which is why risk managers spend so much time worrying 
about it getting damaged

Saving face

REPUTATION

R eputational risk is arguably 
the primary concern for all 
businesses. They may not 
always consider it this way, but 

reputation is a company’s licence to trade. 
Lose your reputation, and that licence has 
gone. Conversely, a fi rm that enhances its 
reputation is likely to succeed at the 
expense of its competitors.

Companies in Singapore understand 
the importance of reputation perhaps 
more than those trading out of other 
countries in the Asia Pacifi c region. This 
is primarily because of the image of 
Singapore as a country synonymous with 
quality, excellence and trust.

When things go wrong, as they 
invariably do at any large business, the 
way in which a company responds to the 
problem often counts more than the 
original trouble itself, in terms of 
reputational impact. 

However, while the insurance industry 
off ers a number of products that pay 
out to varying degrees in the event of 
reputational damage, prevention and 
mitigation is always best.

For InterContinental Hotels Group’s 
(IHG) head of risk management for Asia 
and Australasia Shuh Lin Tan, reputation 
is everything. “In the hospitality industry, 
delivering a great guest experience is key 
for us, so confi dence in our brands is 
important,” she says.

“But this cuts across other industries, 
where a lapse in confi dence in the brands 
could make them fail. Consider the 
manufacturers of popular cars or phones. 

People buy their products because it 
makes them feel good. While this is 
clearly something positive, it also makes 
businesses extremely vulnerable if 
something happens that results in 
negative publicity.”

The speed of communication today is 
part of the reason why reputation is now 
such a prominent risk, says Schneider 
Electric’s group insurance risk manager 
for the Asia Pacifi c region Juliette Gelpi, 
who is also a board member of Parima. 

“Things move very quickly in 
Singapore and you have to be very 
strong on reputation,” she says. “We 
have to be better than our competitors 
in terms of the way in which we 
communicate with the markets.”

Social media is an area of 
communication that companies must 
handle carefully. Vigilance is important, 
as is the way in which a business reacts to 
problems, says IHG’s Tan.

“We cannot control what people say – 
and this is something that often keeps us 
awake at night. 

“Having clarity of thought and 
purpose is crucial when tackling social 
media after something has gone wrong. 
Fundamentally, if you have done the 
right thing, if people are aware that you 
have taken proper steps to deal with 
something, this will help to mitigate 
some social media risks.

“At IHG we provide training 
to our managers and all our top 
leaders know how to respond in front 
of the media.”

 CASE STUDY

In June 2013, Singapore was brought 

to a standstill for almost a week 

by a cloud of smoke known as the 

“haze”, which dri� ed across from 

neighbouring Indonesia.

Haze from Indonesian forest fi res 

during the dry season is nothing new 

in Singapore. However, the intensity 

of this year’s smog was diff erent and 

on an unprecedented scale. For three 

days running, Singapore’s Pollutant 

Standards Index set new record levels 

– topping out at almost double the 

previous high in 1997.

It was considered hazardous enough 

to present a potentially deadly health 

threat, particularly to the elderly and 

very young. As a result millions stayed 

indoors and many businesses were 

forced to close.
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The incident caused a diplomatic 

spat between the two countries amid 

concern the haze could last for several 

months, causing signifi cant damage 

to Singapore’s tourism industry. In the 

end, a combination of heavy rain and 

a change of wind direction cleared the 

haze a� er about a week.

Nonetheless, the damage was done 

and the 2013 haze served as a timely 

reminder to all those in Singapore, 

risk managers included, that while 

they are fortunate to be in one of 

the most secure and forward-looking 

countries in the world, they should 

never be complacent.

Although the haze has now gone, the 

reputational damage incurred by some 

companies in Singapore is still being 

dealt with.

We’re a palm-oil company. We’re 

involved all the way from the 

upstream palm oil operations to 

the downstream. We manage and 

operate plantations, mills, refi neries and 

fi nally oleochemical plants. So, when the 

haze problem occurred, the Indonesian 

agricultural companies, including palm 

oil entities became the suspects. It’s 

quite understandable, but because 

of that you have to deal with the 

reputational impact. From an insurance 

risk management perspective, when 

something like that happens, it creates 

a negative impression about you among 

underwriters and companies, even if 

they are not exposed to losses arising 

from plantation fi res.

While those negative impressions 

are probably not going to manifest 

themselves as anything materially 

damaging, they should not be 

disregarded. If our insurance 

programmes remain profi table, or if 

markets do not suff er major losses 

from writing our business, the recent 

haze saga is not likely to cause us 

any more pain. But a poor loss record 

combined with the perception that we 

were partly responsible for the haze 

can create a long-lasting image of an 

incorrigible insured.

“As far as I’m aware, we were not 

one of the companies named 

as a possible culprit in any of the 

newspapers. Neither has anyone 

pressured us offi  cially. But when coming 

into contact with insurers or reinsurers, 

the topic arises from time to time. 

If we had been required to respond 

offi  cially, we might have had the chance 

to publicise that we had RSPO [the 

Roundtable on Sustainable Palm Oil] 

certifi cation measures in place to ensure 

we did not contribute to the haze. But 

as we weren’t confronted with the issue 

offi  cially, releasing a statement out of 

the blue would have come across as 

defensive. Internally, we have not seen 

any statements, but I can safely say 

that we were not involved in the slash 

and burn techniques that have been 

identifi ed as the main cause of the 

problem, simply because our plantations 

are all RSPO certifi ed. Having spent 

a tremendous amount of resources, 

money and time to become certifi ed, it 

doesn’t make sense for us to then save a 

few bucks by slashing and burning.

Having said that, when you’re given a 

concession by the government, that 

o� en contains the landholdings of 

individual farmers. The government 

isn’t bothered if there are people 

already occupying the concession, so 

when we take over one that is already 

occupied by individual farmers we 

normally try to get them to be part of 

a scheme that involves us buying the 

palm oil from them, supporting them 

fi nancially, so it’s a win-win situation. But 

there are, of course, farmers who do not 

want to be part of the scheme because 

along with that comes responsibilities. 

So it is possible to fi nd farmers within 

your concession who practice the slash 

and burn technique – therefore, some 

accusations can hold water. We do try 

to police such activities by setting up 

fi respotters in all our plantations to 

look out for fi res. But plantations are 

gigantic, so it’s not always possible to 

spot a fi re before it becomes big.

Finding a permanent solution to say 

that we’re not responsible for the haze 

problem is challenging. I can’t think of a 

permanent solution for dealing with the 

reputational fallout from such incidents 

because they come and go. For us, 

publicising the fact that we are RSPO-

certifi ed should help, but getting that 

message out is the challenge. The only 

thing we can realistically do is to keep 

our house in order.

Gabriel Chew, head of insurance 

programmes and training, Intercontinental 

Oils and Fats, Singapore

CAUGHT IN THE CROSS-FIRE
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Singaporean companies have stubbornly resisted the attractions of 
captives – even though the state itself has blossomed into a captives 
hub for foreign investors. But times may be changing …

Companies resist 
lure of captives

CAPTIVES

S ingapore is the primary 
captive domicile in Asia. There 
are 60 captives domiciled there, 
but few are owned by 

companies from the island state.
It appears somewhat surprising, 

for a country renowned for embracing 
opportunity, that its native businesses 
appear reluctant to buy into the notion 
of captives.

There are several reasons behind this 
– and some misconceptions, as Marsh 
senior vice president for communications, 
media and technology Sirikit Oh explains. 
“There’s a change of mentality here when 
you talk about non-insurable risk,” she 
says. “The fact is, the company is already 
retaining the risk in one form or another 
by not formalising the tools to manage 
that by way of captives. The challenge is 
to change the mindset and to formalise 
this as a strategy, using captives as one of 
the tools. But if you cannot get across the 
concept of a change of mindset, the next 
conversation would not start.”

JLT Specialty Asia managing director 
of strategic risk solutions Philip Ondaatje 
believes it is the softness of the market 
that deters companies from even 
considering captives at the outset. “Risk 
transfer pricing and imposed retentions 
are at levels that do not favour the use of 
alternative vehicles,” he says. “What you 
can trade off  in Asia and the Asian market 
from a deductible viewpoint, for instance, 
is still relatively low.”

But what else can companies do in 
terms of risk protection that is not 
covered in the market? The growth of 
captives for risks such as pandemic 
coverage makes sense to many companies 
around the world that have chosen this 

option, yet still it does not attract 
business from Singapore.

Firms can get traditional risk 
transfer on a cost-eff ective deal for 
property and casualty, but why have 
captives not taken off  for the other part 
of the business?

To the casual observer, it might 
appear strange that while Singapore is 
the leading domicile for captive insurers 
in the region, very few Singapore-based 
fi rms have formed local captives. Daniel 
Koepfer of NMG Risk Solutions says it is 
logical. “Singapore has a specifi c tax law 
that distinguishes between on- and 
off -shore business,” he says. “Off -shore is 
defi ned as non-Singapore business. This 
means neither the location of the insured 
risk or the place of incorporation of the 
policyholder can be in Singapore. 
Therefore, Singaporean companies are 
often better off  forming a captive in 
another domicile.”

There’s also a misconception of some 
risk managers in Singapore regarding 
captives and tax.

One Singapore-based risk manager 
who wished to remain  anonymous told 
StrategicRISK Asia: “The issue with 
captives relates to tax. Singapore 
companies do not enjoy benefi ts here. 

“In terms of onshore risk, they are 
still subject to tax that is 17%, unless they 
have off -shore business, and then they 
are aff ected by profi ts tax.”

Tax issues
However, the logic of this is fl awed, 
according to Zurich Insurance’s IPZ 
(International Program Zurich) Asia 
Pacifi c head of customer, distribution 
and marketing Dylan Bryant. “I am not 
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aware of any captive in the world 
that has been set up to avoid profi ts tax,” 
he says. “The captives here will get a 
deferral. The captive here is never going 
to reduce your tax bill, merely defer it.  
This should not be an issue that would 
have stopped any Singapore business 
setting up a captive.”

Outside Singapore, compliance is 
often the main driver for establishing a 
captive – for example, in Australia.

Bryant says:  “It doesn’t matter where 
the captive is set up because they can 
write the risk directly into Australia 
without having to issue a policy in that 
jurisdiction, so you are still able to take 
that risk. It is the same in Singapore. A lot 
of people get caught up in the issue of 
tax, but the reality is there just has not 
been a conversation about captives in 
many businesses in Singapore.”

While there has been a degree of 
interest in the Singapore captives market 
in recent years, there has also been a 
distinct lack of activity.

Market perspective
Until last year, Koepfer was running 
Aon’s captive-management and 
consulting business in Asia. Then he 
left to establish a captive management 
division at NMG, a much smaller 
independent fi rm.

While you might assume that such a 
move would indicate the captive 
management business is booming, 
Koepfer says quite the opposite is true. 

“One of the main reasons we thought 
it was worthwhile starting NMG Captive 
Management is the lack of growth caused 
by the absence of independent captive 
managers in the region,” he says. 

“Until we started, there was no 
independent captive-management or 
consulting fi rm in Singapore. That is 
particularly relevant for the mid-sized 
market, where many clients are served 
by brokers who do not have their own 
captive management off ering.

“These brokers would be very 
hesitant to support the set-up of a captive 
structure, knowing it’s going to be 
managed by a global broker, because 
they are aware of what will happen in 
one or two years.”

Certainly, a rise in premiums in Asia 
would raise interest in captives. An 
increase in the number of companies in 

the region becoming multinational and 
taking on new exposures is another 
possible catalyst for new captive business. 

However, Koepfer points out that the 
captives market in Asia suff ers from a 
lack of qualifi ed consultants to provide 
tailor-made advice to clients. 

“The major brokers are focusing more 
on administration, reporting and 
accounting, as it’s only one part of their 
business and the broking yields much 
higher returns than the captive 
management,” he says. 

Koepfer believes captive managers 
that are independent from the brokers 
will examine an organisation’s insurance 
structure from a diff erent perspective. 

“It’s like going to another doctor 
to get a second opinion,” he says. 
“Many times, the doctors will agree, 
which gives you comfort that you’re 
doing the right thing. But sometimes you 
get a diff erent opinion and then it starts 
to become interesting.”

Some Singapore risk managers need 
no convincing on the merits of captives. 
Inter-continental Oil and Fats senior 
manager for group risk management and 
insurance Gabriel Chew believes there 
are more benefi ts to captives than just 
covering uninsurable risk. 

“Captives could be part of the overall 
fi nancial objectives of a company,” he 
says. “In Singapore, interest rates are 
really low. You can set up a captive 
without so much money and literally 
transfer back the money to the parent 
company as a loan – and that is one way 
of managing the assets of a company.”

Tipping point
But as the captives sector grows across 
the region, Singapore is unlikely to be left 
behind. Riscus Risk Management 
Services head of captive services Gemma 
Brewster believes Asia is “on the cusp of a 
captives revolution”. 

“Captive formation for corporates in 
Hong Kong, Singapore and China is 
starting to expand. Specialist advisers who 
have knowledge of the region and its 
corporate customers are crucial to ensure 
this growth provides sustainable and 
long-term value,” she says. 

“It is vital that risk managers have all 
the information they need to make 
informed decisions about how best to use 
their captive, and when to set one up.”



With claims against company directors and offi cers increasing around the 

world, it’s vital to ensure you have the right insurance in place. With our 

global network, we’re uniquely positioned to provide consistent, compliant 

cover wherever you do business. To fi nd out how our experience and expertise 

can deliver the help you and your business need when it matters most, visit

www.zurichcorporateforum.com

Global Directors & Offi cers coverage.

“  We have to make 
big decisions every 
day. Knowing that 
Zurich is protecting 
us means we 
can make them 
with confi dence.”

This document shall be considered for information purposes only. It refers to a coverage which may be made available through subsidiaries within the 
Zurich Insurance Group, including: in Australia – Zurich Australian Insurance Limited ABN 13 000 296 640, in Hong Kong – Zurich Insurance Company Ltd, 

Hong Kong Branch, in Singapore – Zurich Insurance Company Ltd, Singapore Branch and further legal entities as may be required by local jurisdiction.
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