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2015 Conference on ERM in the Insurance Industry ~ DISTINGUISHED GUEST REMARKS

To everyone, and especially our honored guests, we give a warm greeting!

Welcome all of you to the 2015 Conference on ERM in the Insurance Industry! 

First, we must thank our representatives from the Taiwan Insurance Institute, the Motor Vehicle Accident Compensation Fund, the Taiwan Residential Earthquake Insurance Fund, the Taiwan Insurance Guarantee Fund, and the other distinguished guests who are here to collaboratively work together as a whole at this conference.

Our first ERM conference was held in 2011. The organizers have guided the presentations into different areas each year that reflect current industry practices and developing trends. The theme this year is “A New Era of Risk Detection and Management”. We will discuss cyber risk, systemic risk, group risk, model risk, credit risk assessment, and related topics. This year we are very honoured to have invited top insurance experts, specialists and scholars to investigate various cases. We believe that the conference will bring brilliant and fruitful results.
Recently, the information industry and network technological have advanced rapidly.  Financial transactions and network technology have begun to integrate in all respects, driving network financial development so that content now includes banking transactions, stocks and bonds transactions, network insurance transactions, online payments, and other financial activities. However, during this period of accelerated change both safety and convenience for the users must be balanced and are mutually important. 
We are facing new types of financial risk that are different from the conventional financial realms. If we recognize network financial risk root causes and characteristics, we will be able to perfect financial network risk prevention and management strategies which are both safe and sound, and still bring out the implicit qualities towards financial economic development and expansion.

In the investment risk aspect, we must include both systemic and non-systemic risks which are the major characterizations. Systemic risk is not assignable to a specific group and is also called market risk. Generally it is due to overall political, economic, societal and other environmental causes. For example, fluctuations in the cross-strait relationships between Taiwan and the mainland can affect the overall marketplace. Systemic risk cannot be completely eliminated through diversification, and when unfortunate events occur we must acknowledge this principle. 
I am convinced that in today’s meeting the experts will give us many measures for dealing with risk situations. Due to the derivative nature of the financial commodity marketplace pricing, risk evaluation and avoidance rely heavily upon evaluation models. However, risk evaluation models may not predict every event, and the model parameters may be different from expectations. Both may lead to inaccurate estimates and the impact cannot be overlooked. Today’s conference speakers will also provide many insightful explanations. 

Financial supervision principles can be compared to the two wings of a bird. On the one side we require that corporations abide by the law, keep order and pay attention to risk. On the other side we want to ease restrictions and liberalize financial transactions to encourage growth. These two major considerations must be in balance and are equally important in order to assure that the financial structure is sustainable. Thus FSC over the past few years has continuously set up relevant risk management standards. In January 2010 we issued the “Insurance Risk Management Code of Practice”, and with each passing year have continued to expand both the depth and breadth of these regulations, worked with insurance companies to craft proposed rules on “Own Risk and Solvency Assessment (ORSA)”, have performed risk tests and other measures - all require that insurance companies simultaneously value risk and implement effective control measures. 
At the same time, FSC also supports legislation to substantially ease restrictions and actively supports a favorable operating environment in order to encourage the realization of different management strategies. By implementing risk measures the insurance industry will have a broader space to develop while remaining financially sound. 

As can be seen from the topics of the conference, the main sponsor and associated sponsors have diligently worked to create a program that matches the need for renewed focus on the expansion of insurance industry risk management mechanisms. For this purpose we have invited experts, specialists and scholars to share theories and practical experience and believe that all of our distinguished guests will be greatly rewarded.  
Lastly, our wish is for all of you to have continued health, peace and happiness, and for this conference to be a great success for all!
Thank you!
