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SYNCHRONISED ECONOMIC GROWTH
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RISK INTERSECTIONS AND REVERBERATIONS

; i i s i protectionist agendas
inequality / financial insecurity

cyber attacks
geo-technological disputes

low-carbon transition slippage hybrid threats

runaway pollution

data privacy erosion
extreme weather damage

societal polarization

high debt levels technological disruption

populist/nationalist pressures
asset price concerns

persistent migration
large power manoeuvres
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M MARSH & MCLENNAN
COMPANIES

Insight Report

The Global Risks
Report 2018
13th Edition

WORLD
ECONOMIC
FORUM

COMMITTED TO
IMPROVING THE STATE
OF THE WORLD

Thirteenth year of existence

Rooted in a survey that tapped into ~880 experts from across the

world

— The change in risks related to 6 global issues and 30 regional
issues predicted for 2018

— 30 global risks plotted: economic, environmental, geopolitical,
societal, technological

— 13 trends identified that can amplify global risks

Additional views of ~12,400 company executives on the leading
risks to doing business in their country

High-level discussion on selected sources of potential disruption

Future shocks

Hindsight

* Risk reassessment



MAJOR GLOBAL THREATS

@

Environmental concerns

P e W

Global power shifts Rising income and

wealth inequality



RISING IMPORTANCE OF ENVIRONMENTAL AND SOCIO-GEOPOLITICAL THREATS

Top 5 risks in terms of potential impact

2009-2018
Chronic disease Climate change + water supply crises Natural disasters
A A PN
r N aYa R
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

AN

Asset price Major financial
N collapse system failure N y
S e _
N\ . ~ Fiscal crises Interstate conflict +
Oil price shock + Retrenchment weapons Of_ mass
from globalization destruction

B Economic B Environmental B Geopolitical B Societal

Note: Over the ten years, the report has adjusted the list of global risks and moved risks between categories. The depiction here assigns a consistent category for risks.
Source: World Economic Forum, Global Risks Report 2018
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ENVIRONMENTAL CONCERNS PARAMOUNT OVER THE LONG TERM

Impact

© MMC
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. Extrem
Weapons of mass destruction

Natural catastrophes -¢

& Climate change response failure

3 Cyber attacks
:Biodiversity loss

R
R _ _ Intdrstate conflicts € Man-made catastrophes
Critical information systems failure O e
Unemployment
Fiscal crises @ o o & Terrorist attacks
Failure of regional governance ¢ \ @- Asset bubbles Data fraud

Infrastructure failure € /’ Failure of national

Energy price shock ¢ 4 State collapse  governance

Financial crash

%

Adverse technological consequences
@ Inflation @ Deflation

@ lllicit trade

e weather @
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ENVIRONMENTAL CONCERNS PARAMOUNT OVER THE LONG TERM

A Extreme weather &

€ Natural catastrophes

& Climate change response failure

@ Cyber attacks

@ Biodiversity loss

€ Man-made catastrophes

> Likelihood
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NATURAL POLLUTION REDUCTION

CATASTROPHE
Mz

MANAGEMENT '}/ 4

LOW CARBON TRANSITION
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The risk community
reckons cyber threats
to be the 1 global
risk most likely to
increase in 2018
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) Most concerned
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Economic losses from
natural disasters
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Economic losses from
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55%

Estimated insured losses
from natural catastrophes
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Estimated insured losses
from
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A TURBULENT GEOPOLITICAL LANDSCAPE

Business leaders globally consider national governance
failure to be the third greatest risk for doing business in
their country

e )
11
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The vast majority of the risk community
expect political/economic friction between
major powers to intensify in 2018

80%

State-on-state
military conflicts
to increase
globally
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Trade interventions ‘16
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Economic
on the rise

Liberalizing

Discriminatory
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Global
at all-time high

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Third highest
ratio in history
1900 1920 1940 1960 1980 p10]0]0) 2020
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NEW FRAGILITIES

Limited fiscal and
monetary options for
future crisis

Interest rates cuts in line
with past recessions
difficult

Interventions must rely on
unconventional monetary
policies

© MMC

Technological disruption

* Rapid technological
progress since the global
crisis

* Al and automation
threaten traditional jobs

* Innovation patterns
disrupt traditional
economic development
strategies

* Increasing protectionist
pressures in
many countries

e Reduced investment
flows

* |ncreased obstacles to
cross-border business

e Constraints on labour
mobility
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Top trends shaping global development

CLIMATE RISE OF CYBER RISING INCOME
CHANGE DEPENDENCY AND WEALTH
DISPARITY

INCREASING AGEING
POLARIZATION POPULATION
OF SOCIETIES

Lo B

48% 42 41

of respondents of respondents of respondents

o | ™

38% 33%

of respondents of respondents

# #%

Number of positions moved since 2017 Number of respondents selecting trend Economic

. Geopolitical Technological

Note: Global Risk Perceptions Survey (877 responses worldwide): Respondents were asked to identify three trends that will shape global development in the next 10 years.

Source: World Economic Forum, Global Risks Report 2018 Environmental Societal
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PERSISTING INEQUALITY BEARS SERIOUS ECONOMIC CONSEQUENCES

Estimated consequences of changes in inequality (1985-2005)
on subsequent cumulative growth (1990-2010), OECD

Growth rate, in %
Ireland

UK
Netherlands
Sweden
Finland
Norway
Austria
Turkey
Belgium
New Zealand
us
Germany
Denmark
Canada
France
Japan
Spain

Italy

Mexico
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@ Without impact of inequality
® Impact of inequality

Actual (V)
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Worse

Index of health and social problem

Better

Low

© MMC

Portugal
UK
Greece
Ireland New Zealand
Austria PR Australia
German Canada
DenmarkB . 2 Sosiin Italy
_ elgium
Finland Switzerland
Norway Netherlands
Sweden
Japan

Income inequality

usS

Index includes:

* Life expectancy

* Maths & literacy

* Infant mortality

* Homicides

* Imprisonment

* Teenage births

* Trust

* Obesity

* Mental illness

* (incl. drug and alcohol
addiction)

* Social mobility

High
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YOUTH UNEMPLOYMENT IS WORRYINGLY HIGH IN ASIA-PACIFIC

12.5

12.4

[l
Il

10.8

10.2

. advanced
. emerging

6.3
4.8 4.5
* 5
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ECONOMIC AND CYBER RISKS ARE ALSO TOP CONCERNS IN AUSTRALIA

Top 5 risks for Asia Pacific Top 5 risks for Australia

H W N =

5 National governance failure

Il Environmental Bl Geopolitical

Note: WEF Executive Opinion Survey (~12,400 responses worldwide). Results are based on 2,477 responses across the region. Respondents could choose up to five risks which they viewed as being most important for doing business in their country.
Top regional risks are calculated as the average across all countries of the proportion of respondents in each country identifying each risk as one of their five choices
Source: World Economic Forum, Global Risks Report 2018, MMC analysis
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ENVIRONMENTAL CONCERNS ARE TOP RISKS IN NEW ZEALAND

Top 5 risks for Asia Pacific Top 5 risks for New Zealand

H W N =

5 National governance failure

Il Environmental Bl Geopolitical

Note: WEF Executive Opinion Survey (~12,400 responses worldwide). Results are based on 2,477 responses across the region. Respondents could choose up to five risks which they viewed as being most important for doing business in their country.
Top regional risks are calculated as the average across all countries of the proportion of respondents in each country identifying each risk as one of their five choices
Source: World Economic Forum, Global Risks Report 2018, MMC analysis
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“Complex threats and
uncertainties that may have
significant, unexpected impacts
on company earnings and
market positioning”




EXAMPLE: GRR 2018 - 10 FUTURE SHOCK SCENARIOS

f; Grim reaping
" Breadbasket failure

®) A tangled web
‘, Algorithm “weeds” proliferation

f‘ The death of trade
" Intensifying trade wars

‘Og Democracy buckles
" New populism waves threaten democracy

) Precision extinction
" Fish stocks eradication by drones

Source: Global Risks Report 2018
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Economic
" Environmental

Social Geopolitical

f; Into the abyss

" Cascading economic crises

) Inequality ingested

" Bioengineering drugs widening social gulfs

) War without rules
" Escalation of state cyber-attacks

=) Identity geopolitics

" Regional conflict around contested borders

) Westphalia 2.0

" Fragmentation of the internet
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SHIFT YOUR MANAGEMENT PRIORITIES

Familiar Emerging Prevention Response
risks risks :

e Restless curiosity  Contingency planning
 Dependencies examination * Strategic agility

e Human dimension e Stewardship
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© SHARPEN ANTICIPATION THROUGH STRUCTURED SCENARIOS

o

Execution mishaps

Risk shocks

Analysis of possible
system overload and
behavioral changes,
to identify the most
beneficial and
affordable mitigation
strategies

A plausible, extreme
story related to the
firm’s unique business
profile and
vulnerabilities,
acknowledging spill-
over effects

Features

Quant.

L .
effort ow to medium

Medium to high
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“In every crisis lies the seed of opportunity”



FOOD FOR THOUGHT

1

Are we properly appreciating the new risk environment?
What are the emerging threats that might surprise us?

What does resilience for these risks look like, in today’s business
context? And how can we sensibly invest to achieve it?

Where lies the opportunities for businesses in this risk
landscape?

29



FURTHER READING

R Evolving Risk Concerns Cyber Evolution

evoLvING Risk CONCERNS - TN RIS Tdl e http://bit.ly/2IHUumx
http://bit.ly/aprgrrl7

Material Improbabilities
http://bit.ly/2FHSPqt

MATERIAL”IMPROEABILITIES
How climate resilient

IS your company?
http://bit.ly/2ArLEjp

HOW éLTMATE RESILIENT
ISYOUR COMPANY?

MEETING A RISING BUSINESS IMPERATIVE O I Ive r Wy m a n R I S k

Journal vol.7
http://owy.mn/2DX8uVC
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MARSH & MCLENNAN
COMPANIES | Asia Pacific Risk Center

CY B E R EnRoute to Strengthening
Resilience in Asia-Pacific

@ OLIVER WYMAN

THE OLIVER

RISK]OU RNAL

PERSPECTIVES ON THE RISKS THAT WILL
DETERMINE YOUR COMPANY’S FUTURE
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THANK YOU!
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