
Managing risk is a key focus for QBE. While navigating the impacts 
of COVID-19 and increasing regulatory and community expectations, 

we have enhanced our risk management practices and accelerated 
the transition of those practices into business as usual. 

Non-financial risks
The Group’s frameworks for modelling 
non-financial risks allowed QBE 
to aggregate exposures and identify 
mitigation strategies for the Group.
COVID-19 has impacted a wide number 
of areas across our business, including 
productivity, wellbeing and mental health, 
collaboration, ability to innovate, ability 
to effect significant change, nearshoring 
and offshoring and the broader impact 
on culture. The Group undertook an 
assessment of non-financial risks across 
each of these elements, with a common 
set of risk scenarios developed and 
assessed in each division. The outcomes 
of the non-financial risk scenario 
modelling and associated management 
action plans were presented to the Board 
for challenge and approval. With the 
ongoing COVID-19 environment, these 
scenarios will be reassessed in a targeted 
manner with a key focus area on physical 
and mental health, reputational impacts, 
and the effect on our claims supply chain.

Risk culture
Risk management plays an important 
role in establishing the framework for 
risk culture and monitoring cultural 
indicators through a risk lens.
In 2020, QBE focused on developing risk 
culture frameworks and processes, including 
the pilot of a culture dashboard supporting 
triangulation of cultural insights from diverse 
data sources. People risks, including 
wellbeing and other measures, were 
monitored closely as QBE transitioned to 
a remote workforce for an extended period.

Consistent with APRA’s lead, QBE 
is increasingly focused toward its 
governance, accountability and 
remuneration practices and their reinforcing 
influence on a sound risk culture.

Launched in January 2021, our Culture 
Accelerator is a forward-looking program 
of work, designed to support our strategic 
priorities into the future: customer, performance, 
talent & culture, and modernisation. A key 
area of focus is ‘psychological safety’, 
which will support greater transparency 
and collaboration around risks.

The key focus areas for 2020 for our 
regulators were predominantly: 
• capital management and liquidity;
• operational resilience (business 

continuity), including people; and
• adaptability of our strategy to the 

changing environment. 

In April, the Group took pre-emptive 
and decisive action, both by de-risking 
our investment portfolio and with the 
execution of a comprehensive capital plan, 
raising over $1.3 billion of equity through 
an underwritten institutional placement 
and share purchase plan for retail 
shareholders. This positioned QBE with 
demonstrable capital strength to navigate 
a range of severe economic scenarios 
as well as enabling QBE to continue 
to support our regulated entities.

The Group also refined its modelling 
of insurance and investment exposure 
scenarios. These actions substantially 
uplifted our scenario and capital planning 
capabilities and provided clarity regarding 
the range of potential financial and 
non-financial impacts of COVID-19. 
This has allowed us to better understand 
and manage the uncertainties in relation 
to potential exposures such as business 
interruption and policy interpretation.

COVID-19 has also added complexity 
in terms of QBE’s business operations. 
In March 2020, we stood up our head 
office and divisional crisis management 
teams to respond to both immediate 
challenges as well as consider future 
scenarios. In many ways, COVID-19 
has been the ultimate stress test of 
QBE’s risk management processes. 
Our business continuity and crisis 
management processes responded 
well to this unprecedented environment. 
QBE has proven to be operationally 
resilient through the pandemic, and 
our ability to transition the entire 
organisation to work from home 
and the resilience of our technology 
systems should be called out as two 
key successes of 2020, demonstrating 
our effectiveness in managing risk. 

COVID-19 response
COVID-19 is the most significant 
global crisis the insurance 
industry has experienced since 
the Global Financial Crisis, 
creating unprecedented economic 
and investment market uncertainty.

QBE’s approach to managing the 
impacts of COVID-19 on our customers, 
employees and communities has been 
informed by the relevant government 
authorities, with robust plans, protocols 
and resources put in place to reduce risk 
to these key stakeholders. Managing 
the risks to the safety and wellbeing 
of our people has been a top priority. 
Feedback from QBE staff indicated that 
they supported QBE’s approach to the 
pandemic and were appreciative of the 
priority given to supporting our people 
and equipping them to work from home.

Board and executive oversight of 
COVID-19 was extensive. Regular and 
comprehensive Board reporting was put 
in place, led by the risk management 
function, to ensure that the Board was fully 
apprised across all aspects of COVID-19’s 
impact and QBE’s response. This enabled 
QBE to understand the actual and 
potential risks that COVID-19 posed and 
to undertake strategic risk management 
actions to manage the more immediate 
impacts and prepare the organisation 
for a post-pandemic future.

With the unprecedented challenge for the 
insurance industry and the economy more 
broadly, the year has seen a significant 
shift by our regulators from normal 
supervisory activities to prioritising 
oversight of our COVID-19 response.

Our Group-wide Supervisor, the Australian 
Prudential Regulation Authority, alongside 
other prudential regulators, examined 
how the timing of regulatory initiatives 
and activities might be adjusted to allow 
financial institutions to concentrate on their 
businesses and assist their customers as 
they adjusted to the impacts of COVID-19. 
This resulted in the pausing and 
reprioritisation of some regulator activities. 

Managing risk –
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Climate change
We are aware of the physical, transition 
and liability risks and opportunities 
associated with climate change, which 
is a material risk for our business. 

Throughout 2020, we have expanded 
our scenario analysis across physical, 
transition and liability risks and 
opportunities to understand where we 
could have material exposure. We have 
started to embed the results into our 
business processes, and we continue 
development of appropriate responses. 
We have also used the analysis to 
highlight the drivers of the key risks 
we face and develop metrics and targets 
to help us regularly assess these. 
Further detail of the work done is provided 
in our climate disclosures on pages 
28 to 35 of this Annual Report. 

QBE, along with 21 other global insurers 
and reinsurers, has been part of the 
UNEP FI’s PSI Initiative to pilot the 
TCFD recommendations. We have 
been part of the working groups 
on climate litigation and transition 
risk in the property sector in Australia.

Emerging risks
We have continued to embed 
our emerging risks standard 
across the Group. 

We have collaborated with key industry 
governance forums on emerging risks, 
including the refresh of the CRO Forum’s 
emerging risk radar and also contributed 
to a deep dive on demographics.

  For further detail on our collaboration, 
refer to www.thecroforum.org/2020/06/30/
emerging-risk-initiativemajor-trends-and-
emerging-risk-radar-2020-update/ and 
www.thecroforum.org/2020/12/17/imagine-
all-the-people-demographics-and-social-
change-from-an-insurance-perspective.

Across our business, our emerging risk 
forums considered a variety of emerging 
risks in each division, including: future 
regulatory changes, value chain 
disruption, unexpected climate impacts, 
changing consumer preferences, 
new cyber security risks, disruptive 
technologies, new pandemics and 
regulation of nanotechnology. For each 
emerging risk, we have developed and 
begun to implement actions to mitigate 
the resulting risks to our business. 

Investing in risk capabilities
Investing in uplift in our risk 
management capabilities remains an 
ongoing priority for our organisation. 

In line with the increasing community 
and regulatory expectations on 
how organisations should operate, 
QBE has enhanced a number of aspects 
of our enterprise risk management 
(ERM) framework, with refreshed 
standards covering conflicts of interest, 
gifts and entertainment, obligations 
management and incidents and issues. 
Enhancing standards supports a greater 
understanding of risk management 
within QBE and also reflects a significant 
uplift in the maturity of the design 
of our ERM framework. 

One of the key processes we use 
to manage risk is the Risk & Control 
Self-Assessment (RCSA) process. 
A refresh of the RCSA process is 
driving greater consistency and quality 
in the identification, measurement 

and mitigation of risk across QBE. 
By better understanding our risk exposures 
and proactively improving our control 
environment, it allows us to better manage 
risk and drive continuous improvement 
across the Group.

In addition, we continue to enhance 
our risk management capabilities with 
additional modules deployed in our 
governance, risk and compliance system, 
Insight. This system provides a central 
global platform to support QBE’s ERM 
framework, empowering more informed 
decision making to better enable a more 
consistent approach in the management 
of risk and compliance processes across 
the Group. This centralised global platform 
will help us build a stronger and more 
resilient QBE. 

2020 risk landscape
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