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Risk appetite

Risk profile

External communication &
stakeholder management

Governance, organisation
and policies

Risk and capital assessment
(including internal models)

People, change and Management
reward information

Technology and
infrastructure

. Business strategy . Business management

. Business platform



——+ Projected Financials

Risk and Return Frontier
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Risk Profile =

Distribution of future

financial results

Probability

Available capital

Assets covering
technical provisions

Assets at
market
value

Solvency capital
 requirement (SCR)

— Risk margin
...for non-hedgeable risks
— Best estimate

+ Technical provisions

—Market-consistent valuation
for hedgeable risks
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Primary metric used in defining risk appetite

Earnings i Ratings Changes: Surplus/risk of Reputation

| Volatility | ruin/default

PWC . - . -
Source: PwC Global ERM Survey 2008
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Metric Indicator

Quantitative

Earnings volatility

No more than 5% chance of being unable to pay our forecast dividend (i.e. we
expect to pay our dividend in 19 out of 20 years).

Do not deliver below market consensus earnings forecast for the Group and
each of its Divisions by more than 20%

Return on equity

Target return on equity is 12%

Ultimate gross aggregate losses

% variance from planned accident year loss ratio

Credit rating

AA- (S&P probability of default 0.03%)

Qualitative

Ability to sustain growth

Track systems constraints, process delays, management stretch

Insufficient business risk

Track rationale for acceptance/rejection of projects/new product approval

Zero tolerance

Regulatory risk

No instances of flagrant breaches, fines or adverse headlines

Governance

No breach of delegated authorities

PwC
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Dimension Risk Appetite Statement

% Capital « Maintain a minimum S&P rating of A+ within a 1/250 confidence interval
# Earnings « Achieve a minimum of 75% of plan IFRS profit nine years out of ten
! Liquidity « Maintain a minimum claims and planned dividend paying ability
Reputation - Zero tolerance to regulatory compliance breaches
b 4
)* » New Business volume : $Xy $Xg
« Aggregate exposure to catastrophes : Yy, $Yg
« Equity market exposure : $Z,, $Zg
b 4
PwC
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Risk Drivers Risk Drivers
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Net profit in 2011 is expected to vary by Net profit in 2012 is expected to vary by
approx. +/- 20 USD at 90% confidence approx. +/- 22 bn USD at 90%
level confidence level
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Tornado diagram: Variability of Net Profit 2011 to risks

Jet fuel risk 2011

FXrisk 2011

External crisis likelihood 2011
Performance of fleet risk
External crisis likelihood 2010
External crisis impact 2010
Interest rate risk 2011

External crisis impact 2011
Aviation accident likelihood 2011
Surcharge efficiency 2011
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This publication has been prepared for general guidance on matters of interest only, and does not constitute
professional advice. You should not act upon the information contained in this publication without obtaining specific
professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness
of the information contained in this publication, and, to the extent permitted by law, [insert legal name of the PwC
firm], its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any
consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this
publication or for any decision based on it.

© 2010 PricewaterhouseCoopers LLP Singapore. All rights reserved. In this document, “PwC” refers to

PricewaterhouseCoopers LLP Singapore which is a member firm of PricewaterhouseCoopers International Limited,
each member firm of which is a separate legal entity.
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