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The most significant operational risks will be business 
continuity, liability and fraud

Survey participants say that, over the next 18 months, business 

continuity will be the most significant risk – 58% believe it will be 

very or fairly significant (figure 2).“Business continuity” is interpreted 

in its broadest sense here, referring to the longer-term viability of 

the industry and/or individual organisations, as opposed to “business 

continuity management” or “disaster recovery planning”.

The next most significant risks are liability and legal risk (52%) and 

fraud (44%). Unlike the threat of terrorism or the physical perils 

that featured prominently in historical risk agendas, these risks arise 

from reduced liquidity and credit and counterparty risks and manifest 

themselves differently across specific industry segments. 
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Figure 2: How significant will each of the risks 
mentioned below be for your organisation in the 

next 18 months?
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Figure 3: In what areas do you expect the budget for
risk management to increase in the next 18 months?

Budgets are increasing as risk management 
is overhauled

Budgets for risk management are growing in close to half (47%) 

of the financial institutions in our survey, with the most commonly 

mentioned area of increase being recruitment (47%). This is followed 

by information management systems (42%), training (37%) and risk 

mapping tools (33%). 

For banks and mortgage lenders, these risks stem from interbank 

lending, business failures and defaults on mortgages, loans and credit 

cards. Investment managers are facing the consequences of poor 

investment performance, increasing redemptions and the shrinking 

value of assets under management. Insurers are worried about their 

investment portfolios, particularly the complex asset classes and the 

resultant impact on their solvency ratios. The liquidity crunch and the 

conservative investment environment have also led to a stagnating 

private equity sector. 

Overall, every segment of the industry is concerned about its financial 

performance, reputational damage and ability to continue business 

operations. Increased merger, acquisition and divestiture activities, 

combined with the spate of part- or full-nationalisations, have 

impacted industry, market and company stability. Amplifying these 

challenges, financial institutions are facing a dramatic increase in 

litigation and criminal activity, particularly as investors seek to recoup 

their losses and investigations into poor lending practices reveal 

increased internal and external fraud.

The consensus view is that the global financial crisis has revealed 

a breakdown of certain risk management controls in financial 

institutions. Recognising this, and in an effort to pre-empt government 

intervention and mitigate the impact of new regulations, these 

organisations are set to invest more in improving their overall risk 

management frameworks in order to avoid similar problems in the 

future and restore stakeholder confidence.

Recommendations and action

Building upon these executive highlights, the full Marsh industry 

research report titled “New risk management insights for financial 

institutions” studies the impact of the downturn, the changing risk 

profile of financial institutions and how the industry is responding.  

The contents also outline Marsh’s recommendations on risk priorities, 

risk strategies, risk management and risk solutions. 

For further information or to obtain a full copy of the report, please 

contact Carrick Lambert, Financial Institutions Industry Practice 

Leader for Europe, the Middle East and Africa, or your local Marsh 

representative (see overleaf).  
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