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If you can‘t measure it, you can‘t manage it!



Risk management should be an instrument against psychological "risk blindness",
"control illusion” and "perception distortions* — but it adds no value!
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Abweichung

1. An open discussion about risks is often avoided because risk
is interpreted as a “mistake” and its existence is “politically
undesirable”.
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erwartetes

2. Risk is often understood as an umbrella term for possible
positive and negative deviations from a plan (opportunities
and dangers). negative |

Abweichung

3. The distorted risk perception and lack of risk literacy lead
to the ignorance of (1) striking but insignificant risks which
trigger fear and (2) important but abstract risks.

4. Therefore, the problem is not (1) taking risks or (2) occurring
risks that cause losses. Problematic is the following: (1) not
analyzing and aggregating existing or even known risks
(“insufficient transparency”) and (2) ignoring the change in e N TR,
scope of risks associated with decisions. e S Ly ey

People do not like and cannot deal with risks
("risk blindness®)

Business management tools required for "good"
risk management are not (yet) known).
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Jahresergebnis



4@ Mind Change: Necessity to go beyond maturity level 3

» Explicit alignment of risk-oriented corporate management
Employees with the business model of the company
Corporate Culture <+—» s ~ overna e * Embedded Risk Management involves all employees
Governance » Anticipation of future company reactions within the risk analysis
» Penetration of a co-responsible risk culture within the company

Improvement of assessment procedures
Connection of risk management with operational processes and systems

MIND CHANGE

Value Based Management 4—J)»
Company value as an indicator of its risk-return profile

Link with value drivers, cost of capital and insolvency risk

Supporting business decisions by weighting returns and risks

Risk as a generic term for opportunities and threats

Calculation and assessment of the overall risk of a company
Consideration of risk effects on the creditworthiness of a company (rating)

Business Judgement Rule <¢—J» |4 =
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o » Conformity with regulatory requirements (in Germany: KonTraG / § 91 AktG)
e » Documented organization of risk management
dflag * Monitoring of identified risks

* Knowledge of existing and potential risk factors
» Taking measures to avoide dangers, e.g. through insurances
* Risk management activities in separate "silos"

* No pronounced risk awareness
* No formalized risk management system
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Tools for quantitative risk analysis, risk aggregation and stochastic planning
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