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1st

2nd

3rd

4th

5th
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2010

Asset price
collapse

Retrenchment
from globalization
(developed)

Oil price spikes

Chronic disease

2011

Fiscal crises

Climate change

Geopolitical
conflict

Asset price
collapse

Extreme energy
price volatility

. Economic

2012

Major systemic
financial failure

Water supply
crises

Food shortage
crises

Chronic fiscal
imbalances

Extreme volatility
in energy and
agriculture prices

Global Risk Report - Impacts

Top 5 Global Risks in Terms of Impact

2013

Major systemic
financial failure

Water supply
crises

Chronic fiscal
imbalances

Diffusion of
weapons of
mass destruction

Failure of climate-
change mitigation
and adaption

. Environmental

2014

Climate change

Water crises

Unemployment and
underemployment

Critical
information
infrastructure
breakdown

. Geopolitical

2015

Water crises

Rapid and
massive spread of
infectious
diseases

Weapons of mass
destruction

Interstate conflict
with regional
consequences

Failure of climate-
change mitigation
and adaption

2016

Failure of climate-
change mitigation
and adaption

Weapons of mass
destruction

Water crises

Large-scale
involuntary
migration

Severe energy
price shock

Societal

2017

Weapens of mass
destruction

Extreme weather
events

Water crises

Major natural
disasters

Failure of climate-
change mitigation
and adaption

2018

Weapons of mass
destruction

Extreme weather
events

Natural disasters

Failure of cimate-
change mitigation
and adaption

Water crises

. Technological

2019

Weapons of mass
destruction

Failure of dimate-
change mitigation
and adaption

BExtreme weather

events

Water crises

Natural disasters

2020

Climate action
failure

Weapons of mass
destruction

Biodiversity loss

Extreme Weather

Water Crises
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Global Risk Report - Likelihood
Top 5 Global Risks in Terms of Likelihood

1st

2nd

3rd

4th

5th

2010 2011

Storms and
cyclones

Slowing Chinese
economy (<6%)

Chronic disease Corruption

Biodiversity loss

Global
governance

gaps

Climate change

. Economic

2012

Severe income
disparity

Chronic fiscal
imbalances

Rising greenhouse
gas emissions

Cyber-attacks

Water supply
crises

. Environmental

2013

Severe income
disparity

Chronic fiscal
imbalances

Rising greenhouse
gas emissions

Water supply
crisis

Mismanagement
of population

2014

Income disparity

Extreme weather
events

Climate change

Cyber-attacks

. Geopolitical

2015

Interstate conflict
with regional
consequences

Extreme weather
events

Failure of national
governance

State collapse
or crisis

2016

Large-scale
involuntary
migration

Extreme weather
events

Failure of climate-
change mitigation
and adaption

Interstate conflict
with regional
CONSequUences

Major natural
catastrophes

Societal

2017

Extreme weather
everts

Large-scale
involuntary
migration

Major natural
disasters

Large scale
terrorist attacks

Massive incident
of data
fraud/theft

2018

Extreme weather
events

Natural disasters

Cyber-attacks

Data fraud
or theft

Failure of climate-
change mitigation
and adaption

. Technological

2019

Extreme weather
events

Failure of climate-
change mitigation
and adaption

Natural disasters

Data fraud
or theft

Cyber-attacks

2020

Extreme weather
events

Climate action
failure

Natural disasters

Biodiversity loss

Human-made
environmental
disasters
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Key Soundbites from Global Risk Report

-

BREXIT

N

The Economic Frontier
Trade USA v China

Economic Downturn

~

/

Digitisation
loT
IP Protection

Reduced collaboration
Cyber as a weapon

/

78

O/. Respondents
O expecting “economic
confrontations” to
increase in 2020

Change in Trade: Q1-Q3 (2018) to Q1-Q3 (2019)

-T.5% -TA4%
Hong Kong 5. Korea | Gearmany Iealy
AR

Jopan  Merhertnds France | China | Unhed | Unhed
Kingdom | Sraes

Source: Wiorld Economie Forum estimates from WD data, hitps¥datawio ong/, accessed B Jaruary 2020
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PWLB Borrowing 2012 - 2019 7
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The recent 1% increase to the Public Works
PWLB BORROWING BY LOCAL AUTHORITIES Loan Board (PWLB) rate will cost councils
Jl VALUE OF LOANS (£bn) circa £70m a year in additional interest

charges.
201213 . .
52 The Treasury hiked the interest rate charged
on loans to local authorities by one percent,
taking the interest rate from 1.8% to 2.8%.

2013-14

2014-15 i3

201516

201617

2017-18

201819

Chart Dbrady - Source: PWLE annual accounts - Get the data - Created with Datawrapper




The Continuous Financial Challenge 72
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Austerity Commercialisation Green Agenda

Budget deficits Profit / Loss Partnerships

Cost of Green

Budget Overspend PWLB borrowing Changes




Commercialism and Positive Risk Management 7
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® Culture
— Commercial v social

® Risk Appetite
— Overall and for commercial ventures

® Decision Making
— Full knowledge and understanding of risks
— Democratic accountability

® Procurement and Supply Chain
— What are you asking from bidders?

® Conduct Risk
— Ethical behaviours

® Reputation Risk
— Public expectations / media scrutiny

® Social Risk
— Impact on vulnerable communities
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Risks from climate change 7
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® Physical Risks
— adaptation to the largely physical consequences of climate change.

® Transition Risks

— mitigation of greenhouse gas (GHG) emissions and its associated transition risks, including revaluation of
assets.

® [iability Risks
— the risk of actions initiated by claimants who have suffered loss and damage arising from climate change

® Opportunities
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Risk management response 7,
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Engage with Innovate new
investors, business models
Navigating policy-makers and and transform
transition to customers
low-carbon
economy
RISK
CLIMATE RESILIENCE
MANAGEMENT
RESPONSE ADAPTATION STRATEGY
Building
resilience Adapt operations Invest in risk Transfer
to physical and supply chain reduction for residual risk
impacts to more frequent critical locations to insurance

impacts and
disruptions

and communities markets
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Commercial Risk Considerations Z
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Financial Strategic Operational Compliance
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Summary 7,
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® Keen focus remains on this agenda

® Risk appetite will vary. Be clear on what yours is

® Consider the risk implications early and throughout. Look for what can be tolerated and managed
® Don’t just focus on finance and governance, consider risk in its widest sense

® Use risk to help you maximise opportunity
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Special Report 7
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Commercialisation in the public and voluntary sectors ferst iy

Our report includes:

® The findings from an exclusive survey with members of
ALARM, CIPFA and SOLACE

® Sector-specific insight for: local authorities; registered
providers of social housing; charities and community
organisations; and education institutions

® A focus on the social and ethical implications of
commercial activity

® Guidance on how Zurich Municipal can help
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Thank you

Alix Bedford
alexandra.bedford@uk.zurich.com
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