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1) What ist Risk Management for you?



The biggest risk is, not taking any
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For me, Risk Management is the reason why thisispossi bl e é
€ more than once.



Taking measures to mitigate the risks

=

Altimeter 2 Parashoots Automated parashoot activation



Opportunities, threats, actions



Topics o

Stories

RISk Assessment Tasks

RIsk Management T shared common meaning
DLT T Distributed Ledger Technology

Real Time Settlement and 24x7

Smart Contracts i brings negotiations to the front
Moonshot




Risk Management i Shared Common Meaning



Story: Lost in Translation & o

Traveling to russia, wondering on the signs and then sitting in a room full of
nice people talking Russian most of the time - having no clue what their are
talking about.

[ ol hjuman bitnz ast boatn fui send ikwal 1n dignat:
send Jarts.der ast 1ndaud wid Jizan aend kan[ans send
Jud sekt tostdz wan anader 1n 8 spIrirt aAv biaadathud ]

Not understanding each other, even if we speak the same language, is one of
the most essential parts, the foundation for successfull collaboration. And one
of the biggest risks for errors - especially with distributed workplaces and
communicating electronically.



Definition 1 Shared Common Meaning o

(Enterprise) Risk Management



Risk Management & -Governance : Opportunities and Threats

Impact/ Serenity

Opportunity Threat
low low
< ]' >
Probability / 4 3 2 1 1 2 mitigate / 4 Probability /
Likelihood remediate / Likelihood
Measures: exploit enhance share reject accept share t@gﬁiﬁr avoid

approach




Strategic «Sweet Spot»

Return
(shareholder value)

Insufficient

sk taki
s sk taking

Optimal
risk taking

‘Sweet spot’

Excessive
risk taking

Risk



Risk Management Balance i Cost View
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Three Lines of Defense Model o

Governing Body/Board/Audit Committee I I

Audit & Risk Committee

Senior Management T . .

CRO: Chief Risk Officer

Head Internal Audit

15t Line of Defense 2"d Line of Defense 3rd Line of Defense
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Financial Control

Security

Risk Management

Management Internal

Controls Control Internal Audit

Measures Quality

Inspection

Compliance

RCM: Risk Control Managers



BBVA

The risk management model provides strength and stability to the
Group, supporting the Group’s management and strategy

Governance & Organization
Roles, responsibilities and management framework

Risk appetite principles

Level of risk willing to be assumed

General Model
for Risk Control
& Management

Decision-making and processes

Appetite cascading into daily risk management

Risk Infrastructures
Resources for effective management and risk control

Goldman Sachs - 20th Annual European Financials Conference Paris, June 8th 2016, BBVA CRO, Rafael Salinas
Source: https://shareholdersandinvestors.bbva.com/wp-content/uploads/2017/06/20160608GoldmanSachs-RafaelSalinas_tcm927-592812.pdf



https://shareholdersandinvestors.bbva.com/wp-content/uploads/2017/06/20160608GoldmanSachs-RafaelSalinas_tcm927-592812.pdf

Deloitte: Enterprise Risk maturity modell

Stakeholder value

Typical attributes

Initial

+ Ad hoc/chaotic .

» Depends
primarily on .
individual
heroics, .
capabilities, and
verbal wisdom .

Fragmented
LEVEL 1 on pp5-7

Independent risk
management activities
Limited focus on the
linkage between risks
Limited alignment of risk
to strategies

Disparate monitoring and
reporting functions

Our best interpretation of FRC intention
LEVEL 2 on pp5-7

Common framework,
programme statement,
policy

Routine risk assessments
Communication of top
strategic risks to the Board
Executive/Steering
Committee

Knowledge sharing
across risk functions
Awareness activities
Formal risk consulting
Dedicated team

v

Integrated

Coordinated risk
management activities
across silos

Risk appetite is fully defined
Enterprise-wide risk
monitoring, measuring, and
reporting

Technology implementation
Contingency plans and
escalation procedures

Risk management training
Clear input into Internal
Audit and other assurance
activity plans

Stages of risk management maturity

Risk Intelligent
LEVEL 3 on pp5-7

Risk discussion is
embedded in strategic
planning, capital
allocation and product
development

Early warning risk
indicators used
Linkage to
performance measures
and incentives

Risk modeling/
scenarios

Industry benchmarking
used regularly

The Risk Intelligent Enterprise: Source. https://www2.deloitte.com/global/en/pages/governance-risk-and-compliance/articles/risk-intelligent-enterprise.html




Deloitte: Enterprise Risk Managment Framework

Risk culture

Risk strategy and appetite Oversight Board of Directors

Risk governance Tone from the top

Risk resources/infrastructure Systems

External disclosure Technology Executive Management

Risk monitoring and reporting

E
il eyt
]
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Systems

Risk identification Processes
Business Units

ic cpc : ) and Supporting
Risk assessment dentify

Processes

Risk management

The Risk Intelligent Enterprise: Source. https://www2.deloitte.com/global/en/pages/governance-risk-and-compliance/articles/risk-intelligent-enterprise.html



Deloitte: Enterprise Risk Managment Framework

Risk Governance Board of Directors (and the Audit Committee)
« Foster a risk Intelligent culture
» Approve risk appetite

» Ratify key components of the Enterprise Risk Management (ERM) programme

« Discuss enterprise risks with executive management Technology

Internal Audit: Risk Management: (all pervasive):

) . « Provide periodic/

» Provide assurance on » Create a common risk .

. : ' real-time dashboards to
» Evaluate proposed information effectiveness of the framework

. . . . oversee risks

strategies against risk » |dentify and assess ERM programme, and o

: L . . » Make monitoring and
appetite enterprise risks the controls and risk applying framework : :
o wa . reporting easier

» Provide timely » Monitor risks and risk response plans for » Implement and manage Support timel

risk-related information response plans significant risks technology systems ppo y

: . maintenance and
» Provide guidance
o pre-empt problems
and training

« Facilitate risk
Risk Ownership Business units: Support functions: escalations

» Provide guidance/support to the enterprise risk
group and business units

Risk Infrastructure F3G{NOTRUENETTT Lo IS0 Gl TR N [ TR
and Management » Define the risk appetite | » Aggregate risk

* Provide direction on

» Take intelligent risks
» Identify and assess risks
» Respond to risks

» Monitor risks and report to enterprise risk group

The Risk Intelligent Enterprise: Source. https://www2.deloitte.com/global/en/pages/governance-risk-and-compliance/articles/risk-intelligent-enterprise.html



PwC: Risk Governance

(N L
v 1) Risk
y strategy

/-2/' Risk appetite

(3 Risk profile

(4" Extemal communication
“~’8& stakeholder management

Govermance, organisation
and policies

Risk and capital
assessment (including
internal models)

People and reward (9 Management (10) Technology and

A
information infrastructure

Business strategy . Business management . Business platform



PwC: Risk Governance a

Regulators and rating agencies now require banks to align various stakeholder objectives to
better balance strategy, capital, and risk

Customers
— Customer experience
— Competitive pricing

— Reputation

Shareholders l Community
— Total retumn to — Philanthropy

shareholders ~— - — Community
— Eamings growth T — reinvestment
— Profitability — Leadership
— Dividends involvement

Rating agencies Regulators

— = .-

— Financial strength
— Capital adequacy

— Financial strength
— Capital adequacy

— Hegulatory
'[ compliance

Employees
— Reputation/values
— Professional growth



PwC: Risk Governance

1. Stakeholder objectives
Regulators and rating agencies now require banks to align various stakeholder

objectives to better balance strategy, capital, and risk

Five elements of a risk appetite framework

Corporate strategy

Corporate risk culture

Corporate level

- Business portfolio decisions (strategic/non-strategic)
- Key performance indicators
- Corporate level risk tolerances

Capabilities

Measurement
infrastructure
and indicators

o Stakeholder

objectives

Reporting
Business unit level and monitoring

: infrastructure
- Risk tolerances per Financial Operational = Reputation Other

risk category risk risk risk risk Policies and
guidelines

Accountabilities
Department/product level and consequences

- Risk .Icmlts/targets Credit Financial Operational Reputation Other
per risk category risk risk risk risk risk

Risk appetite process

Monitor risk appetite/

mitigate risks Revise risk appetite

Set risk appetite Embed risk appetite

Source: Strategy& analysis
© PwC. All rights reserved.



PwC: Risk Governance

Corporate-level risk appetite and tolerances ustrative

Risk appetite

] - Economic capital
‘ Low H Medium ‘ ‘ High ‘ allcaiod

Risk categories 1 2 3 4 5 {in % of total EC) Actual

.....................................................................................................................................................................................................................................................................

Financial risk 5 E 5 E 5 E :

— Markef nisk

— Interest rate risk —— 25% O
- Liquidity risk

— Counterparty nisk

.....................................................................................................................................................................................................................................................................

Operational risk
— Operational risk

— Compliance risk —@— 10% q

— Corporate security risk :
— Technology risk 5

.....................................................................................................................................................................................................................................................................

.....................................................................................................................................................................................................................................................................

Other risks

- Strategic risk Junr— 4% . °
— Legal nsk : : g : : : :

Existing risk profile .- Within tolerance
@ Desired risk appetite. (P Slightly out of tolerance

I Risk tolerance range () Out of tolerance



Risk Elements - Timeline

139

L1g

105

Actual risk
position

Actual risk exceeds
risk limit, manage
down unless returns
justify risk position

- S EE S I S O S S S S S O S S S S T S S S S S

Risk target

Actual is less than risk limit,
add more risk unless return
is not adequate

adapted from: EY http://www.ey.com/gl/en/services/advisory/risk-appetite--the-strategic-balancing-act

Risktimit |

(highend) [~=========== e
Risk limit

(low end) =g

Time


http://www.ey.com/gl/en/services/advisory/risk-appetite--the-strategic-balancing-act

& Lykke

Principle based approach



Governance Principles of the Board of Directors
oOTone at the Topo

We shall be a "good citizen/company" shaping our future and be build to stay.

Creating long -term value and health of the Lykke Group in the interests of the stakeholders.
The Board provides management with strategic guidance, and also ensures that
management adopts and implements procedures designed to promote both legal
compliance and the highest standards of honesty, integrity and ethics throughout the
organization.

A Compliance with Laws and Ethics:  The Directors ensure that procedures and practices are
in place designed to prevent and identify illegal or unethical conduct and to permit
appropriate and timely redress should such conduct occur.

A Inform and Listen to Investors and Regulators;  The Directors take steps to see that
management discloses appropriate information fairly, fully, timely and accurately to
investors and regulators, and that Lykke maintains a two -way communication channel
with its investors and regulators.

A Continuous Improvement:  The Directors remain abreast of new developments in
corporate governance and they implement new procedures and practices as they
deem appropriate



k The Lykke wheel 0 our Business Principles

We shall be a,,good citizen/company”
shaping our future and be build to stay.

https://www.lykke.com/Annual Report 2016.pdf

Integrity: We demand of each other and ourselves
the highest standards of individual and corporate
integrity. We safeguard Company assets. We foster
an environment of trust with our co  -workers,
customers, communities. We comply with all
Company policies and laws, and create an
environment of transparency.

Excellence: We continually challenge each other
to improve our products, our processes and
ourselves to be known as global best in class.

Teamwork: We are dedicated to diversity, fair
treatment, mutual respect and trust. We bring the
best out of each other and elevate to highest
performance.


https://www.lykke.com/Annual_Report_2016.pdf

Risk Management i Shared Common Meaning



What are your top 5 risks for this year?



Story o

Risk Assessment T what would you do?



b
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https://en.wikipedia.org/wiki/Contra_Dam

Risk Assessment
Where would you rather jump and why?

B)
60m
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Opportunities and Threats



Opportunity: Visualizing the ICO Explosion

Funds raised via
token sales

$0B

Europe
@ North America
D Asia
Caribbean
@ South America
@® Oceania
Middle East

© Africa 01 Jan 14
@ Stateless / Unknown

e Elementus.io 01 Jan 14 01 Jan 15 01 Jan 16 01 Jan 17 30 Nov 17

Source: http://www.visualcapitalist.com/video-ico-explosion-one-animated-timeline/



http://www.visualcapitalist.com/video-ico-explosion-one-animated-timeline/

Which cryptocurrency should | buy? |

Risk* / Return of Crypto Currencies and Crypto

Assets
1G
b
: .
1M
=
=
g
o 1k
=
—
o
o
1
F Y
0.001

10 100 1k
time-adjusted Risk in %

https://www.cryptocointool.com/



https://www.cryptocointool.com/




How do you measure the values behind these big figures?
How do you reduce the risk of a total default?



The Power of Intangibles ELEVENEYE @

S&P a00 MARKET VALUE

100%
80%
60%
40%

20%

o)
0% 1975 1985 1995 2005 2015*

. TANGIBLE ASSETS - INTANGIBLE ASSETS

Source: http://sfmagazine.com/post-entry/may-2017-the-power-of-intangibles/



http://sfmagazine.com/post-entry/may-2017-the-power-of-intangibles/

Intangible Assets - intellectual capital (IC)

THE AREOPA 4 LEAF MODEL

STRUCTURAL CAPITAL
is the value of whatever remains
in a firm after the human, customer,
and strategic alliance capital have
left the firm. It depends on how
well the firm has managed to capture
the knowledge.

HUMAN CAPITAL
is the total value of knowledge, skills,
networks, and experiences held and
deployed by the individual
employees in a firm.

STRATEGIC ALLIANCE
CAPITAL
is the added value of the
strategic alliance to the firm
and the firm's customers.

BVc =(AC,. + EC\.) -D\c + (Vi - VD))

social capital (SC), human capital (HC), customer capital (CC), and strategic alliance/network capital (SA).

Source: http://sfmagazine.com/post-entry/may-2017-the-power-of-intangibles/



http://sfmagazine.com/post-entry/may-2017-the-power-of-intangibles/

Sustainable build-up of Intangible Assets
-> Capacity Building

Market environment and value
Individual skills, competencies creation: Differentiate by
and experience: Create INDIVIDUAL KNOW- SYSTEM- AND strategy, management and

opportunities and innovate HOW AND SKILLS BUSINESS culture

DEVELOPMENT

ORGANISATIONAL

Processes, documents, DEVELOPMENT
organizational structures: Ensure
know-how and increase process
quality

NETWORK

DEVELOPMENT Relationship and mutual
exchange with stakeholders:
Leverage and extend your
network

business recipe

contexture®

Source: www.eleveneye.com/contexture



http://www.eleveneye.com/contexture

Where is your Company? ELEVENEYE O

Start-up Maturity Exit. Or not.

Preserve
valuables; sell,
merge or venture
into sth. new

master rapid prepare for
evolution: disruption:
measure & control transform

train for growth:
muscles




Ncreate prosperity not



Story o

"All that is necessary for the triumph of evil is
that good men do nothing."

Edmund Burke



http://en.wikiquote.org/wiki/Edmund_Burke

Story: Spuehlers @ Namibia : 2007 - 2009




Story: Spuehlers @ Namibia : 2007 - 2009 o
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Mobile Payment - 2007
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Mobile Banking i Banking the unbanked ]

In 2002, researchers at Gamos and the Commonwealth Telecommunications
Organisation, funded by Department for International Development

UK (DFID), documented that in Uganda, Botswana and Ghana, people were
spontaneously using airtime as a proxy for money transfer.8l Kenyans were
transferring airtime to their relatives or friends who were then using it or
reselling it.

Il n March 2007, Kenyaodos | argest mobil e
the Vodafone Group) launched M-PESA, an innovative payment service for
t he unbResdoed.s i he Swahili word for ¢ceé

Within the first month Safaricom had registered over 20,000 M-PESA
customers, well ahead of the targeted business plan.


https://en.wikipedia.org/wiki/Gamos_(organisation)
https://en.wikipedia.org/wiki/Commonwealth_Telecommunications_Organisation
https://en.wikipedia.org/wiki/Department_for_International_Development
https://en.wikipedia.org/wiki/Economy_of_Botswana
https://en.wikipedia.org/wiki/M-Pesa#cite_note-6

What kind of opportunities and threats do you see?
What kind of use cases for the customers do you see?



'‘Leapfrog’ technology i 2007 1 Use Cases a

One woman in the pilot project texted some money to
her husband after he was robbed, so he could catch
the bus home.

Others said they had used M-Pesa to avoid being
robbed, depositing money before a journey and

withdrawing it on arrival.

Businesses deposited money overnight rather than
_ald keeping it in a safe.

i oo People pald each other for services.

2 Avaiae gy And workers in the city used M-Pesa to send money

armemsy to relatives back home: much safer than the previous

PHORE ACGESSORIES
PHOTOCOPY 2 STATIONERY

option, entrusting the bus driver with an envelope of
<= cgsh. ’

https://en.wikipedia.org/wiki/M-Pesa



Mobile Banking i Banking the unbanked a

Prepaid-Money as Life Insurance

In 2015 shs. 4.2 Trillion was transacted through
the mobile money platform representing 42% of
theKe ny &DR

It has since expanded to Afghanistan, South
Africa, India and in 2014 to Romania and in 2015
to Albania. M-Pesa allows users to deposit,
withdraw, transfer money and pay for goods and
services (Lipa na M-Pesa) easily with a mobile
device.2

Following a 3-year migration project to a new
technology stack, as of 26 February 2017, IBM's
responsibilities have been transferred to Huawel
in all markets.

And there is an M-PESA API <link>

https://mww.gsma.com/mobilefordevelopment/wp-content/uploads/2012/06/innovationsarticleonmpesa 0 d 14.pdf



https://en.wikipedia.org/w/index.php?title=Lipa_na_M-Pesa&action=edit&redlink=1
https://en.wikipedia.org/wiki/M-Pesa#cite_note-2
https://www.safaricom.co.ke/about/innovation/technology-innovation/m-pesa-api
https://www.gsma.com/mobilefordevelopment/wp-content/uploads/2012/06/innovationsarticleonmpesa_0_d_14.pdf

Rwanda - Mergims

https://www.mergims.com

Mergims 1s an online payment platform for
urgent goods and services in Rwanda. It works to
connect nationals living overseas with mer-

chants in their home countries and enables them
to pay for airtime, utilities, tuition fees and much
more for their beloved ones.

Louis Antonie Muhire
Founder and CEO

ll RU M_UR

‘ U< \)




Rwanda - Mergims ELEVENEYE i
nmergims Services Newsroom Why Us? Contact

Airtime Bills Tuition Vouchers

Books Eco Kits

https://www.mergims.com



Rwanda - Mergims

https://www.mergims.com



Focus on Personas and User Value Add

Old-age couple (Western world) 35-year old man (Namibia) CFO of a Swiss SME
«We cannot get our mortgage «My bank account literally eats away my «FX takes too long and is way too
renewed.» money.» expensive.»



Simplify and create User Exitment

s Y . .
' -




Is Risk Management and Compliance different with DLT?



CENTRALIZED DECENTRALIZED DISTRIBUTED
NETWORK NETWORK NETWORK



. Global Footprint
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SeamusHome - Matthias Spuehler

|Philipp Netzer . 4 Benedikt

Sergey Ivliev | - V. g ] heinrichzetimayer




Global Distributed Network ELEVENEYE @

i| Rules and Regulations

|i Distributed Ledger



What are the opportunities and threats that are comming
In with a global footprint?

How could we have the risk and compliance part
automated?



real-time settlement and 24x7



Trading Hours ELEVENEYE
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Settlement

Settlement over the long-term

Mumber of days between initial trade and final settlement
New York Stock Exchange | 1915-2017

4- RTS

real time settlement

Days
Lad
L

0

1915 1924 1933 1942 1952 %61 1970 1980 1989 (998 2008 2017

Source: Kenneth Levine

http://moneyness2.info/the-siren-call-of-t0-or-real-time/



http://moneyness2.info/the-siren-call-of-t0-or-real-time/

What are the risk and opportunities with 24x7 and real-
time settlement?

What are the implications?



Transaction time ELEFVENEYE i




What examples do you have where there is a
iImprovement Iin the process by moving the negotiation to
the beginning?

Source: Recht 03/2017, Benedikt Schuppli, «<Smart Contracts» und deren Einordnung in das schweizerische Vertragsrecht, S. 204
http://www.recht.recht.ch/recht/Ipext.dll/re/avre17/re0317/inhre0317?f=templates&fn=index.html&2.0&vid=10.1056/Deu



http://www.recht.recht.ch/recht/lpext.dll/re/avre17/re0317/inhre0317?f=templates&fn=index.html&2.0&vid=10.1056/Deu

Smart Contracts T moves negotiations to the beginning

> =TT T App screenshots
Get explicit about sexual ———

No S\ ¢ 130
{ Overview  Fling Settings

LegalFling allows you to request consent from
consent any of your contacts. Sit back and relax while
your fling confirms.

Live Contract overview
Below 5 W ovirvigw OF The e your CourtesrDeay

ot (8 rnted Y0 ) SCERDE Db yous e e

Secured in the blockchain @ Photo & Video

This showcase is powered by LiveContracts.io & use condom

Easy as one, two, three @ sofree

SUPPORT PROJECT
During a fun night you meet your fing. Now &'s time to get o Explicit Language Generating

s your fing realy want to take it further? Simply ) sosm Livecontract
open the Lega¥ing app, scrol to your contacts and send a Permission
By chexmng “Acoept & TG’ you 096 10 Nave aes

request. Your sexual preferences, including your do's and Lxdes the mhioes ateted termms sexual intercouse

automatically communicated.

But just in case, feel safe knowing that there & a iegaly binding

one of the first t

ng app. 3 ent. 1 be It with quickly and

Safe sex redefined

LegalFing is the first biockchain based app to verfly expict consent before having sex.

- ~
fo\ " (
Do's and dont's . ") Blockchain based . (/) Fully protected .
i
Legalfing matches your sexual The LegaFing app verffies mutual consent Took a spicy video or photo? You don't
preferences with that of your fing, making Only the transaction hash & stored and want that to go viral With LegaFing any
the do's and dont's dlear to both of you. timestamped in the biockchain, 50 your leaking of footage is a breach of contract

privacy s guaranteed. and easy to take to court



Story o

Risk Assessment T what would you do?



Story: Virgin Galactic a




Story: Virgin Galactic o




Story: Virgin Galactic

Photo by MarsScientific.com and Clay Center Observatory




VG Crash: 31. Oktober 2014

At
W

- a0 T
' PES

V.e' A zpw iy L0
Mojave, California | -+
ABC 11:46 AM PT [

o PG
VIRGIN GALACTIC’S SPACESHIPTWO A "LOSS" ' @N\]

Company Fate of two p||ots is unknown i |

53.56

.com WHO RETURNED FROM WEST AFRICA LAST WEEK - H E EEM i‘...V.,'S-Q(.‘"I" e

DID FATAL FLAW
BRING DOWN
VIRGIN SPACESHIP?

ﬂ As plane prepares to descend,
‘feathering system’ is activated,
lifting the craft’s tail to a 65-degree
angle which slows it down and
drags it back towards Earth.

B Rocket shuts down and plane
coasts to 328,000ft, crossing the edge
of the atmosphere and entering
space. Pilots (above) and passengers
experience weightlessness.

) WHAT SHOULD '
HAVE HAPPENED:

| WHAT WENT WRONG:

Feathering system activated too
early, while ship was ascending. It

EW whiteknight2 was destabilised and torn apart.
mothership takes off ' One pilot escaped by parachute,
in the Mojave desert J the other plunged to his death.
likean aeiroplane, E Af 50,0001t = S
but with a rocket gﬁh:“e ;f;elz;s:d-
g its rocke
planeattached. P
accelerating to
T 2,500mph.



Would you fly?

Would you stay in the programm?

What do you think are my biggest fears /
the biggest risks from my point of view?



Preparation T Mitigation the risks

1 r) (1

6.0G

R 620G
ELAPSED 00:00:15

@ertificate « Completing

IN RECOGNITION OF SUCCESSFULLY COMPLETING
THE PROGRAM REQUIREMENTS FOR

Basic Space Training

Presented to:

Matthias Spuehler

September 17 - 18, 2015




