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Key risks and business priorities

Strategic risk
The possibility of adverse outcomes 
resulting from ineffective business 
plans and strategies, decision-making, 
resource allocation or adaptation to 
changes in the business environment. 
The Group’s continuing success 
depends on how well we understand 
our clients, markets and the various 
internal and external factors affecting 
our business, and having a strategy in 
place to address risks and opportunities 
arising out of this. Not having the right 
strategy could have a detrimental impact 
on profitability, capital position, market 
share and reputation.

Underwriting risk
The risk that insurance premiums prove 
insufficient to cover future insurance 
claims and associated expenses. Likely 
causes include failing to price policies 
adequately for the risk exposed, making 
poor risk selection decisions, allowing 
insurance exposures to accumulate 
to an unacceptable level, or accepting 
underwriting risks outside of agreed 
underwriting parameters. This includes 
people, process and system risks  
directly related to underwriting, and 
considers emerging external risks such 
as climate, geopolitical and changing 
customer trends.

Reserving risk
The Group makes financial provisions for 
unpaid claims, defence costs and related 
expenses to cover liabilities both from 
reported claims and from ‘incurred but 
not reported’ (IBNR) claims. Reserving 
risk relates to the possibility of unsuitable 

case reserves and/or insufficient 
outstanding reserves being in place to 
meet incurred losses and associated 
expenses, which could affect the  
Group’s future earnings and capital.

Credit risk
The risk of a reinsurance counterparty 
being subject to a default or downgrade, 
or that for any other reason they may 
renege on a reinsurance contract  
or alter the terms of an agreement.  
The Group buys reinsurance as a 
protection, but if our reinsurers do not 
meet their obligations to us, this could 
put a strain on our earnings and capital 
and harm our financial condition and 
cash flows. Similarly, if a broker were 
to default, causing them to fail to pass 
premiums to us or pass the claims 
payment to a policyholder, this could 
result in Hiscox losing money.

Market risk
The threat of unfavourable or unexpected 
movements in the value of the Group’s 
assets or the income expected from them. 
It includes risks related to investments 
– for example, losses within a given
investment strategy, exposure to
inappropriate assets or asset classes, or
investments that fall outside of authorised
strategic or tactical asset allocation limits. 

Liquidity risk
This relates to the risk of the Group 
being unable to meet cash requirements 
from available resources within the 
appropriate or required timescales, 
such as being unable to pay liabilities to 
customers or other creditors when they 
fall due. It could result in high costs in 
selling assets or raising money quickly 
in order to meet our obligations, with the 
potential to have a material adverse effect 
on the Group’s financial condition and 
cash flows.

Operational risk
The risk of direct or indirect loss resulting 
from internal processes, people or 
systems, or from external events. This 
includes cyber security risk, which is 
the threat posed by the higher maturity 
of attack tools and methods and the 
increased motivation of cyber attackers, 
in conjunction with a failure to implement 
or maintain the systems and processes 
necessary to protect the confidentiality, 
integrity or availability of information 
and data. Operational risk also covers 
the potential for financial losses, and 
implications from a legal, regulatory, 
reputational or customer perspective,  
for example, major IT, systems or  
service failures.

Regulatory, legal and tax governance
This relates to the risk that the business 
fails to act, or is perceived to have failed 
to act, in accordance with applicable 
legal, regulatory, and tax requirements 
in all of the jurisdictions where the Group 
operates. The regulatory, legal and tax 
environment continues to be complex, 
with frequent changes in rules and 
expectations which increase complexity 
in this area.

Climate-related risk
This relates to the range of complex 
physical, transition and liability risks 
arising from climate change. This includes 
the risk of higher claims as a result of 
more frequent and more intense natural 
catastrophes; the financial risks which 
could arise from the transition to a  
lower-carbon economy; and the risk that 
those who have suffered loss from climate 
change might then seek to recover those 
losses from others who they believe may 
have been responsible. Climate-related 
risk is not considered a stand-alone risk, 
but a cross-cutting risk with potential to 
amplify each existing risk type.

As an insurance group, 
specific risks related  
to our business include:
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Read more on risk management in 
chapter 2, and on our key risks and 
how we manage them in note 3. 

The opportunity ahead 
of us is huge and I’m 
personally very excited 
by our 2022 plans, which 
build on the progress 
we’ve already made 
in optimising both our 
underwriting portfolios 
and our operating model.” 
Joanne Musselle
Group Chief Underwriting Officer 

Realising the retail opportunity
We will continue to build on our multi-year  
investments in technology during the 
year ahead, as we look to realise the 
significant growth opportunities that exist 
across our retail operations. Our head 
start in digital small business insurance in 
the UK, USA and a number of European 
markets positions us well to serve the 
needs of this high-growth segment of  
the economy. We will use customer 
analytics and insights to continue to 
enhance our digital trading strategy 
to best support the evolving buying 
behaviours of our customers.

Balancing big-ticket growth  
with volatility
With Hiscox London Market and  
Hiscox Re & ILS currently enjoying  
more favourable market conditions, 
in 2022 we will leverage our unique 
combination of underwriting and digital 
expertise to achieve profitable growth 
while balancing volatility. This will involve 
the use of balanced performance metrics 
and require best-in-class underwriting, 
active portfolio management and 
technical excellence. 

Technical excellence
The strong progress made in 2021 in 
optimising our underwriting portfolios 
provides a solid basis for further work 
in 2022. We will continue to address 
lower decile lines through active portfolio 
management, as we dynamically 
adjust to evolving market conditions 
and maintain an optimum portfolio 
mix. Equally, we will look to grow in
top quartile lines and in line with our

ambitions. We will also build on progress 
made in the Group’s underwriting 
controls and governance around 
product, pricing, appetite and wordings 
by finding new and improved ways to 
share data, insights and expertise across 
claims, underwriting and reserving and 
the areas that support them. 

Operational efficiency
In 2022, we will build on the operational 
efficiencies realised in 2021 in areas such 
as procurement and operations, where 
automation has played a part, and in  
the rebalancing of our global versus  
local capabilities. We will continue to 
evolve our operating model to ensure  
we have the right structure to enable fast 
decision-making, and a strong culture  
of accountability. We will also review  
and refine our supplier assessment  
and management processes. This 
will include new tools that improve 
consistency in our procurement 
processes and ensure factors such as 
ESG are considered in decision-making.

Connected teams with shared values 
and mindset
The global pandemic has changed 
where and how we work, and in 2022 we 
will continue to embed the new hybrid 
working styles that we established in 
2021. This means an ongoing focus 
on activity-based working; balancing 
the more autonomous tasks that can 
be achieved through remote working, 
with those that require the collaboration 
and energy of our offices. It also means 
finding new ways to communicate a 
common vision, and a strategy that 
unites our people. In addition, we will 
look to find new ways to enhance our 
employee proposition and evolve our 
approach in areas such as employee 
benefits, in line with our ambitions to be 
an employer of choice within our sector. 

Read more on performance against 
our 2021 business priorities.

Business priorities 
for 2022
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Read more about our key risks 
hiscoxgroup.com/about-hiscox/ 
risk-management
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