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Disclaimer

Disclaimer ςNov 2009

This document reflects certain views of the author, who is a member of the Asia Risk Management and 
/ǊŜŘƛǘ 5ŜǇŀǊǘƳŜƴǘ ƻŦ bƻƳǳǊŀ LƴǘŜǊƴŀǘƛƻƴŀƭ όIƻƴƎ YƻƴƎύ [ƛƳƛǘŜŘ όάbLIYέύΦ  hōǎŜǊǾŀǘƛƻƴǎ ŀƴŘ ǾƛŜǿǎ 

contained herein are subject to change without notice and may differ from, or be inconsistent with, the 
views of NIHK and other NIHK personnel.  The document does not constitute an offer to buy or sell any 

securities.  Neither this report nor the information contained herein should be relied upon in 
substitution for the exercise of independent judgment.  This document is intended for your reference 

only and may not be provided to other persons without the prior written consent of NIHK 
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2009 ςa year of celebration : 10th Anniversary of ORM and the 1st Anniversary of the Financial Crisis

Source: OpRisk and Compliance Magazine
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Agenda

Å Role of operational risk management in the Financial Crisis 

Å Understanding what the industry is thinking on the development of 
operational risk management on the way of recovery

Å How to strengthen and embed operational risk management into business 
practices

Å What is the next action on operational risk management



Remember it ?....... role of poor ORM in Financial Tsunami
Å Operational failures behind the current financial tsunami and recent instances of trading 

scandals prompt the importance of operational risk management.  

Å The blow could be partly attributed to poor operational risk process which is found in 

It is a time for us to rethink our path and learn this valuable lesson which might only happen 
once in a lifetime.

Ref Poor operational risk process Basel II event categories Casual 

categories

1 Poor corporate governance N/A Organisation risk

2 Inadequate understanding of the complex 

products

Clients, products & business 

practices

Processing risk

3 Improper management of various 

disciplines of risks

Execution, delivery and process 

management

Processing risk

4 Mis-selling of complicated products to 

investors

Clients, products & business 

practices

Processing risk

5 Inadequate risk disclosures Clients, products & business 

practices

Processing risk

6 Inability to give a fair valuation for illiquid 

products

Execution, delivery and process 

management

Processing risk

7 Unacceptable bonus culture Employment practices and 

workplace safety

People risk

8 Conflict role of credit rating agency Execution, delivery and process 

management

External risk
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Changes to risk management philosophy going forward

Implications:
Á Broadening the discussion of risk issues
Á Providing for more qualitative input on tops of quantitative risk modelling
Á Increasing the focus of business lines on risk adjusted earning rather than short term revenues
Á Casting risk management as a business enabler rather than a loss avoidance tool
Á Provision of incentive structures to better align them with risk-reward outcomes

Source: The Risk Management Paradox , Mar 09 and Algo First
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Time lag between crisis 

and discovery



An ORM observation of the current marketplace

Å Less crowded space but still very 
competitivein market

Å Trading orders surge in a narrow 
timeline that is unexpected

Å Client driven, less proprietary 
trading

Å Execution and underwriting focus

Å Demand for distinct and privileged 
research information

Å Stick to traditional and prudent 
product

Å Servicingbecomes very time 
critical

Å More transparencyon pricing and 
risk disclosure
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Â Client suitability consideration
Â Credit spread returns to normal level
Â Counter-offer to retain talented staff 

who want to go
Â Disruption by musical chairs
ÂwŜƎǳƭŀǘƻǊΩǎ ǾƛŜǿ ǎǘƛƭƭ ǳƴǎǳǊŜ
Â Political pressure & deviation from 

commercial principles [especially on the 
firms on bail-out]

Â Risk management is given more 
attention -> marketing tool

Â Severe debate and different treatment 
on compensation

ÂtǊŜǾƛƻǳǎƭȅ ƛƎƴƻǊŜŘ ǎƘŀǊŜƘƻƭŘŜǊΩǎ ǾŀƭǳŜ is 
given more respect



What are the recent risk vulnerabilities?

Å Internal factors
ï Inability to handle increasing volume 

with existing capacity

ï New business/product

ï Fat finger

ï Staff attrition

ï Lack of investment on controls

ï Retention of knowledge due to 
restructuring

ï Clearance of backlog especially on trade 
confirmations for OTC

ï Service/product misselling 

ï Inadequate due diligence on 
counterparty ςe.g. hedge fund
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Â Internal governance
Â Risk of going back to complacency and 

risk excessive taking

Â External factors
ÂDelay of discovery of 

rogue/unauthorised trading
ÂAdjustment tonew accounting 

standards
ÂChange of regulation
ÂReadiness for  major market 

adjustment or W-shape adjustments
ÂRetreat of quantitative easing 
ÂPrepare for next bubble burst 

(i.e.property, currency, commodity)
ÂBusiness resilience



Samples of major prominent operational risk events
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Retail and Corporate Banking Severity Asset Management/Hedge Fund Severity

- Customer fraud Tail - Manager fraud Tail

- Inadequate KYC/AML High Operations  

- Staff fraud Tail - Wrong settlement High

Global Market/Wealth Management Department  - Incorrect static data High

- Improper business practice High - Errors in collateral and margin payments High

- Misselling of products and inadequate disclosure High - Incorrect reporting to clients High

- Breach of fiduciary duties Tail - Inadequate customer documentation High

- Incorrect trade execution High - Non-adherence to policies and procedures High

- Incorrect trade booking High Technology  

- Incorrect model set-up High - Improper system design and inadequate system solution delivery High

- Unauthorised trading Tail - System outages High

Investment Banking/Merchant Banking  - Business disruption event Tail

- Inadequate due diligence Tail - Information security incidents High

- Insider trading High

- Leakage of sensitive information High



Samples of major prominent operational risk events
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Human Resources Severity Risk Management Severity

- Employment related issues High - Incorrect parameter into risk model High

- Incorrect payroll High - Incorrect model design Tail

Legal & Compliance  - Breach of risk limits Tail

- Litigation Tail Corporate Services/Corporate Security  

- Fine and discipline actions by the government Tail - Theft of and damage to physical assets High

- Breach of regulation High - Accidents and injury High

- Violation of internal policies High - Corporate security incidents High

- Client complaint High

Controller  

- Significant accounting adjustment Tail

- Wrong payment of office expenses High

- Pricing and valuation errors Tail

- Incorrect financial return to regulator and High



ORM model
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Framework Definition / Governance / Policy & Guidelines

Programmes

Loss data

Control self assessment

Key risk indicators

Scenario Analysis

Risk mitigation

Internal controls

Business continuity management

Risk hedging

Operational risk approval 

Loss provision

Economic capital

Insurance



Cause-Event-Impact analytical model
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Challenges on ORM

Å Difficult to show the rewards on 
operational risk

Å Difficult to manage operational risk 
Ą tolerate and give up

Å Inadequate data from different levels 
of organization

Å Remote geographical coverage

Å Lack of automation

Å Unclear mandate

Å Not close to heart of the business

Å Tail events are not often and long 
time for another round of crisis
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Â Inadequate knowledge on new 
product/services/client demands

Â Different perception on the function 
and value of ORM by different 
stakeholders and Top Management

Â There is no common consensus on 
the practice and is very immature as 
compared to market and credit risk

Â Lack of operational risk quantification 
tools

Operational risk management (subject and the team) is not given the right focus, priority 
and support



Opportunity window

Å Risk management is not the focus of cost cutting

Å Senior management is more concerned on the risks

Å High attention from the regulators

Å Business management has opened a little window for dialogue after meeting 
the budget line

Å General staff are more aware about operational risk from TV i.e. the 
scandals of Soc Gen, Madoff, Stanford ..... But.......

Å Credit agency also interest now

Å More industrial discussion

Å Academic has ideas on the enrichment the syllabus on ORM ςeducation for 
teenagers who will join our industry

Å More ORM positions are offered in Asset Management, Insurance, listed 
companies and multinational conglomerates
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Potential pitfalls and workable solutions
Ref Type Pitfalls Solutions

1 Data Lack of quality data Define data requirements, identify data owners and facilitate 

flow of good data

2 Deliverables Inadequate understanding on 

the risks of the business 

activities

Conduct scenario analysis and refer to external incidents for 

lesson learnt

3 Framework Lack of senior management 

sponsorship

Present the business case and enable management option

4 Framework Fail to meet regulatory 

requirements

Perform gap analysis and review the reports of the regulators

5 Framework ORM framework and 

programme not aligned to 

business objectives

Fine-tune the ORM activities to map to the business strategies 

and objectives

6 Framework Inappropriate design of ORM 

function

Validate the ORM function periodically and benchmarking to 

industrial practice

7 People Lack of talented OR Managers Transfer of experienced managers from business and control 

function, use external consultants during the interim period

8 People Poor engagement of the 

business and support units

Adopt top down approach but have regular contact with 

different levels of management and staff, align ORM reporting 

to the reporting hierarchy

9 People Overlapping with other control 

functions e.g. Compliance, 

Internal Audit, SOXA

Have open discussion to co-ordinate the objectives, the 

programme and deliverables among the control stakeholders

10 System Lack of robust automation tools Get the work done through manual work done first and develop 

tactical and strategic solution, consider to implement the 

systems in a phase approach

15
Learn from other peers
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Agenda

Å Role of operational risk management in the Financial Crisis 

Å Understanding what the industry is thinking on the development of 
operational risk management on the way of recovery

Å How to strengthen and embed operational risk management into business 
practices

Å What is the next action on operational risk management



Risk Management Lessons from the Global Banking Crisis of 2008 ςOct 09
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Å {ŜƴƛƻǊ ŦƛƴŀƴŎƛŀƭ ǎǳǇŜǊǾƛǎƻǊǎ ŦǊƻƳ ǎŜǾŜƴ ŎƻǳƴǘǊƛŜǎ όŎƻƭƭŜŎǘƛǾŜƭȅ ǘƘŜ ά{ŜƴƛƻǊ {ǳǇŜǊǾƛǎƻǊǎ DǊƻǳǇέύ ƘŀǾŜ 
issued a report that evaluates how weaknesses in risk management and internal controls contributed 
to industry distress during the financial crisis.

Å Review in detail the funding and liquidity issues central to the recent crisis and explores critical areas 
of risk management practice in need of improvement across the financial services industry.

Å ¢ƘŜ ǊŜǇƻǊǘ ŎƻƴŎƭǳŘŜǎ ǘƘŀǘ ŘŜǎǇƛǘŜ ŦƛǊƳǎΩ ǊŜŎŜƴǘ ǇǊƻƎǊŜǎǎ ƛƴ ƛƳǇǊƻǾƛƴƎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇǊŀŎǘƛŎŜǎΣ 
underlying weaknesses in governance, incentive structures, information technology infrastructure and 
internal controls require substantial work to address.

Ref Type ORM implication

1 Board Direction and Senior Management Oversight High

2 Articulating Risk Appetite High

3 Compensation Practices High

4 Information Technology Infrastructure High

5 Risk Aggregation and Concentration Identification High

6 Stress Testing High

7 Counterparty Risk Management Moderate

8 Valuation Practices and Loss Recognition High

9 Operations and Market Infrastructure High

10 Liquidity Risk Management  Moderate



10 steps to better risk management from a research report published by the 
Economist Intelligence Unit, and sponsored by ACE, KPMG, SAP in Jun 09

1. Risk management must be given greater authority

2. Senior executives must lead the risk management from the top

3. Institutions need to review the level of risk appetite in their organisation

4. Pay more attention to the data that populates risk models and must combine this output with 
human judgments

5. Scenario analysis can arm executives with an appropriate response to events

6. Incentive systemsmust be constructed so that they reward long term stability not short term 
profit

7. Risk factors should be consolidated across all operations

8. A careful balance must be struck between the centralization and de-centralization of risks

9. Risk management system should be adaptive rather than static

10. Remember the lesson learnt from the crisis which exposes the shortcoming of a whole host of 
risk techniques and we should work on to ensure the risk and control function in our 
organisation will be more robust, authoritative and accountable in the future.
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Top 5 areas of focus in the management of risks

1. Improving data quality and availability

2. Improving governance of risk

3. Developing άŦƛǊƳ-ǿƛŘŜέ ŀǇǇǊƻŀŎƘ to risk

4. Embedding risk management within lines of business

5. Better and more sophisticated analysis

Source: The Economist Intelligence Unit 2009
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It is a high expectation and difficult to achieve. ORM Manager should understand the 
ultimate goal and the appropriate path for the development of the ORM practice
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Agenda

Å Role of operational risk management in the Financial Crisis 

Å Understanding what the industry is thinking on the development of 
operational risk management on the way of recovery

Å How to strengthen and embed operational risk management into business 
practices

Å What is the next action on operational risk management



Roles and Responsibilities of ORM Team
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Â Lead the overall development and implementation of operational risk governance framework 
across the business, including the associated roles and responsibilities and reporting 
structures.

Â Raise awareness of operational risk through ongoing communication with the business areas.
Â Identify emerging operational risk trends across the business, external market changes, other 

environmental changes and operational risks associated with new products, activities or 
systems.

Â Monitor compliance with the operational risk management policy approved by the Executive 
Committee and ensure exceptions are appropriately escalated and resolved.

Â Oversee and challenge the application of operational risk methodologies. Including Risk and 
control Self-Assessment, Key Risk Indicators and Operational Risk event capture, within the 
business as well as the related risk management reporting.

Â Develop, promote and maintain common methodologies for identifying and assessing risk and 
determining the adequacy and cost effectiveness of controls.

Â Develop, collate, monitor, analyse, challenge and report operational risk management 
informationfor the Operational Risk Management Committee, Risk Management Committee, 
Executive Committee and the Board 



Roles and Responsibilities of Business
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Â Have primary responsibility for the day-to-day management and control of risks  
Â Implement the risk management strategies, policies and governance framework approved 

and ensure effective and efficient systems of internal control
Â Ensure risks of the business are identified, evaluated, monitored, controlled and reportedin 

accordance with the risk appetite, strategies and policies.
Â Ensure adherence with the operational risk management policy and the effectiveness of the 

systems of internal control within their areas of the business and ensures any exceptionsare
appropriately reported and resolved.

Â Approve more specific risk tolerances, management strategies
Â Ensurethat appropriateconsultationtakesplacewith the ORMfunctionon all issuesinvolving

the operationalriskmanagementpolicy.
Â Ensureresponsibilityand reporting relationshipsfor the managementof operationalrisk are

clearlyassigned
Â Ensureall levelsof staff within their areasof the businessunderstandtheir operationalrisk

managementresponsibilities.
Â Ensurethat the necessaryresourcesare availableto managerisk effectively, suchstaff are

appropriatelyskilledandresourceissuesareresolved.
Â Establisha strong control culture in which control activities are an integral part of their

businessactivities
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Focus of the audiences on ORM deliverables

Stakeholders Expection on ORM deliverables

Business Management The control break point that will affect the deal/trading and 

client servicing 

Corporate Management The impact on reputation to the firm and allocation of 

resources to enhance the internal control

Risk Management The level of risk profile and impact to Economic Capital 

Country Management The impact on potentail regulatory breach 

SOXA Team Highlight of the effectiveness of control 

Internal Auditor Hint for identifying high risk for audit planning 

External Auditor Hint for assessment of the internal control 

Regulator Hint for assessment of the management governance 



Strategy of ORM

Key to the delivery of the strategy is the understanding that the ORM Framework must:

Å Be simple, practical, achievable, and add value, with implementation in partnership 
with the business

Å Fit culturally into the levels of risk awareness  

Å Reinforce the fact that management of operational risk is the responsibility of 
everyone  

Å CƻǎǘŜǊ ŀƴŘ ǎǳǇǇƻǊǘ ŀ ŎƻƭƭŜƎƛŀǘŜ Ψƴƻ ōƭŀƳŜΩ ŎǳƭǘǳǊŜ which will allow individuals and 
businesses/functions to feel that they can report incidents without being adversely 
affected

Å The ORM Framework tools have both qualitative and quantitative aspects, which:

ï Focus on both historical and forward-looking information, which therefore creates an 
environment for better management of operational risk 

ï Avoids the complexity and lack of transparency that can occur with a purely quantitative 
approach

ï Avoids the reliance on purely subjective assessments, which make comparisons difficult
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Value adding

Å Linking to profit

ï Link ORM activities to business 
objectives

ï Identify potential hurdles that 
hinder competitiveness 

ï Improve efficiencies and save 
costs

ï Minimise the risks for pricing

ï Lower economic capital charged

ï Support product innovation 
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ORM is not done for the benefit of ORM team. To define the priority of our clients find 
the grounds for the existence of the ORM

Â Be the best player
ÂMatch with industrial standards
ÂProvide a better image to clients, shareholders 

and counterparties
ÂwŜŘǳŎŜ ŀǳŘƛǘƻǊǎκǊŜƎǳƭŀǘƻǊǎΩ Ǉƻƛƴǘǎ
ÂReduce potential lawsuits
ÂMinimise chance of appearance in the news 

headline
ÂEase the worries from Corporate Management 

and Non-executive Directors
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Agenda

Å Role of operational risk management in the Financial Crisis 

Å Understanding what the industry is thinking on the development of 
operational risk management on the way of recovery

Å How to strengthen and embed operational risk management into business 
practices

Å What is the next action on operational risk management
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Action Roadmap ςthings that are usually overlooked!

Operational risk appetite

New business/product changes

Heatmap

Critical operational risk register

Stress testing Use testing

Proactive operational risk assessment

Define tolerance 

Inventory of open risk

Overall risk profile

Assess risk in the future

Assess risk in the dark

Test for applicationTest for capital
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Operational risk appetite

ï Risk appetite describes the types & degree of operational risk an 
organization is willing to take on

ï Lǘ ǊŜŦŜǊǎ ǘƻ ŀƴ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ attitude towards risk taking and 
whether it is willing and able to tolerate the extent of exposure to 
operational risk

ï It is defined in quantitative or qualitative terms and takes into 
consideration risk tolerance (range of acceptable variation)

ï It should be something that should be used to:

Å Set up business objectives 

Å Create business strategies

Å Conduct new business/product

Å Conduct day-to-day activities

Å Respond to changes
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Å Under the Sound Practices for the Management and Supervision of Operational Risk 
issued by Basel in 2001, Banks should also ensure that before new products, 
activities, processes and systems are introduced or undertaken, the operational risk 
inherent in them is subject to adequate assessment procedures. 

Å There should be a process to carry out pro-active operational risk management so as 
to:

ï Decrease impact & likelihood of unexpected financial losses and legal claims

ï Avoid reputational damage

ï Improve servicing to client

ï Strengthen the market share

ï Support the realisation of business objectives 

Operational risk assessment for new 
business/product/changes
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Operational Risk Heatmap
Å Heat Map is an overview of the operational risk profile of Business and Support 

function across all locations

Å Its main purpose is to:

ï Provide a simple indication of High, Medium and Low (H/M/L) risk areas for each 
major Business and Support Functions in a country for monitoring and 
comparison purpose.

ï Show an overall picture of operational risk by consolidating operational risk 
elementswhich includes the following and facilitate the study of the correlation 
of these elements

Å Operational Loss Database

Å Key Risk Indicators (KRI)

Å Results of Critical Operational Risk Register and Risk Self Control Assessment (RCSA)

Å Internal Audit Findings

Å External Audit Management Letter Points

Å Other Risk assessment from ORM or other control stakeholders (Apart from Internal 
Audit/ External Audit) and Regulators
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Critical operational risk register
Å Background

ï Adverse impact will be more apparent when the operational risk events arising from deficiencies in the 
internal control process and external threats are detected.

ï In order to manage operational risks in a pro-active fashion, we should maintain a library of open risks so 
that we could prioritise and implement mitigating actions from strategic perspective

ï This can demonstrate that there is a mechanism in place which is applied consistently and in transparent 
manner to capture, analyse and reporting major operational risk items.

ï This could provide a concise and clear picture on major operational risk for Top Management  and Business 
Management to review.

Å Methodology

ï This is sourced from self assessment, observation by ORM, monthly positive confirmation, key risk indicators, 
third party review and comments of senior management.

ï Focus should be put on those risks which are regarded as crucial to the Business and the Firm.

ï Controls against each risk should be identified and assessed

ï Residual risk value should be assigned to each key risk taking into account the controls identified.
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Critical operational risk register

Å Deliverables

ï A working template will be maintained which become a common platform for the 
continuous dialogue and risk monitoring between the Functional Units (i.e. Business and 
Support Units) and ORM Team

ï The major risks identified could become ƛƴǇǳǘ ǘƻ ǘƘŜ ǳƴƛǘǎΩ ƳŀƴŀƎŜƳŜƴǘ ǊŜǇƻǊǘƛƴƎ and 
points for discussion in the departmental meeting. 

ï The main findings from the change of the Risk Register will be summarised in the Monthly 
ORM snapshot submitted to various committees and Top Management

ï A detailed analysis on trend and underlying causal factor will be included in the Quarterly 
ORM Report presented to various committees and Top Management

ï It will become input to the Heat Map which is a consolidated summary showing the risk 
level of individual Functional Unit.

ï It will contribute to the Global Top Tier Operational Risk Register which will be contributed 
by other regions to visualise the major operational risks  
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Å Definition and background
ï A simulationtechnique used on asset and liability 

portfolios to determine their reactions to different 
financial situations. Stress tests are also used to gauge 
how certain stressors will affect a company or industry. 
They are usually computer-generated simulation 
models that test hypothetical scenarios (Investopia)

ï A stress test is commonly described as the evaluation 
of the financial position of a bank under a severe but 
plausible scenario to assist in decision making within 
ǘƘŜ ōŀƴƪΦ ¢ƘŜ ǘŜǊƳ άǎǘǊŜǎǎ ǘŜǎǘƛƴƎέ ƛǎ ŀƭǎƻ ǳǎŜŘ ǘƻ 
refer not only to the mechanics of applying specific 
individual tests, but also to the wider environment 
within which the tests are developed, evaluated and 
used within the decision-making process (Basel)

ï Alerts bank management to adverse unexpected 
outcomes related to a variety of risks and provides an 
indication of how much capital might be needed to 
absorb losses should large shocks occur

ï Supplements other risk management approaches and 
measures

Stress testing

Â Objective
Â providing forward-looking assessments of 

risk;
Â overcoming limitations of models and 

historical data;
Â supporting internal and external 

communication;
Â feeding into capital and liquidity planning 

procedures;
Â informing the ǎŜǘǘƛƴƎ ƻŦ ŀ ōŀƴƪǎΩ Ǌƛǎƪ 

tolerance; and
Â facilitating the development of risk 

mitigation or contingency plans across a 
range of

Â Evaluating the stressed conditions
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ïIndependent scenario 
ÅCounterparty fraud

ÅMiselling of complex products

ÅRogue trading

ÅRegulatory sanction on business

ÅCollective employment litigation

ÅCollective client litigation

ÅSignificant position mismarking

ÅMassive leakage of sensitive 
firm/client information

ÅMajor business disruption

Common Scenarios

ÂHistorical scenarios (from internal 
database)
ÂInsider trading
ÂMajor system breakdown
ÂStaff layoff
ÂCompany scandal
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Use testing

Å ¢ƘŜ 9¦Ωǎ /ŀǇƛǘŀƭ wŜǉǳƛǊŜƳŜƴǘǎ 5ƛǊŜŎǘƛǾŜ ό/w5ύ Ŏƻƴǘŀƛƴǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ 
ǊŜŦŜǊŜƴŎŜ ǘƻ ǘƘŜ ά¦ǎŜ ¢ŜǎǘέΥ

ï TSA: The operational risk assessment system must be closely integrated into the 
risk management process of the credit institution. Its output must be an integral 
ǇŀǊǘ ƻŦ ǘƘŜ ǇǊƻŎŜǎǎ ƻŦ ƳƻƴƛǘƻǊƛƴƎ ŀƴŘ ŎƻƴǘǊƻƭƭƛƴƎ ǘƘŜ ŎǊŜŘƛǘ ƛƴǎǘƛǘǳǘƛƻƴΩǎ 
operational risk profile. (Annex X, Part 2, Section 4, Paragraph 17b).

ï!a!Υ ¢ƘŜ ŎǊŜŘƛǘ ƛƴǎǘƛǘǳǘƛƻƴΩǎ ƛƴǘŜǊƴŀƭ operational risk measurement system shall 
be closely integrated into its day-to-day risk management process. (Annex X, Part 
3, Section 1.1, Paragraph 3).
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Use testing
Å Principles

ï Data integrity: complete, timely and accurate

ï Efficacy of calibration

ï Appropriate governance at all organization levels

ï Transparency and escalation of key issues and information

ï Clear accountability in remediation

ï Integrated into business and risk management

Å Key elements

ï Policies and governance forums

ï Loss data, internal & external

ï Scenarios

ï Control environment measures

ï hǘƘŜǊǎΥ !ǳŘƛǘ ǊŜǎǳƭǘǎΣ YwLΩǎΣ ŜǘŎ

ï Reporting
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Å Signs

ï Weak data integrity

ï Inadequate transparency and escalation

ï Uninformed / unengaged business managers

ï Lack of integration or linkage into business performance  Measures

ï Unnatural limitations on effort

Å Conclusions

ï Enormous progress and momentum

ï Challenges remain

ï Compliance vs. risk management

ï Avoid rationalizing short comings

Use testing
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Proactive operational risk assessment

Å Objective

ï To continuously act in proactive manner to assist the business unit and support functions 
to assess and manage their operational risk

Å Approach

ï Identification of the prominent risk issues  in changing business environment

ï Finding out correlation among risk information and completion of specific risk assessment 
projects based on discussion and support from the business units

ï Analysis of operational risk factors that drive to operational risk event

Å Deliverables

ï Operational risk factor review report

ï Operational risk due diligence report

ï Industry benchmarking analysis

ï Convert the result into training
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Recap on successful factors

Å Commitment and dedication

Å Competence and integrity

Å Strong business knowledge

Å Good business senses

Å Risk awareness Ą Fortune telling

Å Strong analytical and ability to find correlation

Å Willing to get hands dirty

Å Willing to transfer knowledge and educate people

Å Patience and not easy to give up

Å Inter-personal skills

Å Charisma

Å Communication 
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Translate technical operational risk data into policies, guidelines and reports

Source: Operational Risk Management: Three, Two, Oneéliftoff? By Celent
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What is the profile of an ORM Manager?

Å Aligned with control stakeholders to employ enterprise, co-ordinated 
efforts to manage operational risk

Å Provide specific, business sensible, customised operational intelligence in 
different aspects of business cycles

Å Play proactive role as an advisor to enable the business to enjoy saving 
from reducing errors and minimising efficiencies

Å Promote awarenessof risk at all level

Å Develop a set of tools to drive measurable and value based operational 
improvement decisions across the business

Å Give comfort to internal and external operational risk stakeholders
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Operational Risk Compliance Cycle ςA re-visit!

Source: Operational Risk Management: Three, Two, Oneéliftoff? By Celent


