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WHY MUST WE MANAGE RISK?

What comes to mind when you hear the word ‘risk’? At Argo, we all need to recognize that the acceptance and 
transfer of risks from our clients is how we earn revenue as an insurance company. A core skill in our organization, 
therefore, is analyzing and pricing risks. In that sense, we should keep an open mind and be prepared to take the 
right risks.

Argo operates, however, in a fast-moving, challenging environment; and we all need to be risk managers if we  
are to thrive in such a world. In other words, ‘risks’ are uncertain future events that could influence our business’s 
ability to achieve its objectives if these events were to actually happen. They could be positive ‘opportunities’ or 
negative ‘threats’. We need to be open to both. Simply put, then, ‘risk’ is the potential impact of uncertainty on 
our objectives.

We are seeking to create a risk-aware culture at Argo in which we talk about risk, we ensure all of us have a deep 
understanding of the threats and opportunities that face us, and we make informed decisions. If, occasionally,  
we do not make the right decisions, then we must make sure we learn from these experiences.

Enterprise Risk Management (ERM) is the combination of processes and culture we at Argo have put in place to 
identify, assess and manage the significant opportunities and threats that impact our company’s ability to achieve 
its mission and objectives.

Making informed and appropriate risk-based decisions is everyone’s responsibility at Argo. I need your support, 
therefore, to create and maintain a risk-aware culture at Argo that helps us achieve our strategic objectives.

Alex Hindson  
Chief Risk Officer
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BUSINESS CASE FOR RISK MANAGEMENT

The business case for risk management is four-fold:

MAKE THE BEST DECISIONS POSSIBLE

 /  Ensure business decisions are based on consistent, timely and relevant risk-based information, including 
Argo’s Internal Model.

 /  We have invested significant time and effort to develop an internal model capable of evaluating the economic 
capital consequences of our risk-taking. We aim consistently to integrate the use of this model into the heart 
of our decision-making.

AVOID UNFORCED ERRORS

 /  Ideally, we seek to learn from the mistakes of others and adopt industry best practices to avoid their pitfalls.

 /  By embracing continuous improvement in everything we do, we take every opportunity to learn and improve.

INFLUENCE STAKEHOLDER EXPECTATIONS

 /  We aim to meet or exceed the standards set for risk management by external bodies such as credit-rating 
agencies and industry bodies.

MANAGE REGULATORY DEMANDS

 /  We need to meet the increasing financial and operational requirements of regulators while remaining focused 
on adding value through the practical application of risk management to our business opportunities.



Figure 1 – Argo’s Risk Management Framework

Risk Culture & 
Governance

Risk Appetite, 
Tolerance & 

Limits
Risk 

Management 
& Controls

Risk 
Identification 

& Prioritization

Risk  
Reporting & 

Communication

3

VISION FOR RISK MANAGEMENT

In simple terms, we see risk awareness as critical to Argo’s success. By making risks visible and understood,  
we can make informed decisions and knowingly take the risks our organization needs to grow profitably  
and succeed.

“Risk intelligence enables Argo to achieve its strategic objectives by taking appropriate risks and  
exploiting opportunities.”

RISK MANAGEMENT FRAMEWORK

Argo has developed and implemented a risk-management  
framework to help bring together all the elements required  
to manage risks effectively across our organization. The  
diagram below articulates the five key elements of  
the framework.



Risk Culture & 
Governance
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1. RISK CULTURE AND GOVERNANCE

1.1 Risk governance describes how Argo has organized itself to manage  
and communicate risk at all levels. This kind of governance starts by  
setting the tone at the top through the Argo Group board of directors  
and its risk committee.

RISK COMMITTEE 
The risk committee of the board of directors oversees how key risks are managed  
across Argo, and sponsors policies and processes whereby risks are managed. The  
committee approves risk appetite and tolerance measures, and then receives reports  
to confirm these measures are being adhered to.

ROLES AND RESPONSIBILITIES 
Across our organization, the risk-management framework defines a number of day-to-day roles in the management 
of Argo’s risk exposures.

Risk Owner: Risk owners are assigned to each category of risk, and are the senior executives with accountability and 
authority to make decisions that evaluate the balance between risk and reward appropriate to our organization for 
managing a specific risk.

Risk Manager: Risk managers are first-line managers with day-to-day primary responsibility for managing risks 
within their control.

Risk Management Function (RMF): The RMF’s role is to support Argo Group executives and board members in managing 
risks and achieving our company’s strategic objectives. RMF performs this role by facilitating, encouraging and challenging 
the adoption of an ERM framework and delivering management information capable of supporting key decisions.



1. RISK CULTURE AND GOVERNANCE

1.2 Risk Culture describes the values, beliefs, knowledge and understanding  
about risk shared by Argo staff. Argo recognizes that a risk-management  
framework is of little value unless it is embraced and used by all staff  
across our organization. It is through our behaviors and attitudes that  
we can collectively create a risk-aware organization and make more informed  
decisions. It is important that we are prepared to share information openly  
and learn from our mistakes so that we can drive continuous improvement  
in everything we do.

Culture is in large part set by the tone at the top—by how the Argo board of directors provides  
oversight and direction to our organization. Clarity regarding how we at Argo operate is revealed through  
our purpose and values.

Argo’s purpose is ‘Securing the Future’. As such, we need to take the longer view in terms of what is right for our 
organization and its clients over the long term. Managing risks over a prolonged period creates a sustainable 
organization. A tangible link also exists between Argo’s values and how our company manages organizational risks.

VALUES RISK MANAGEMENT ASPECT

We have the courage to do the right thing We are prepared to take risks proactively to secure business opportunities provided we remain within our 
articulated risk appetite.

We apply original thinking We are prepared to make up our own minds based on timely, accurate and complete risk-based information.

We are committed to our clients and  
each other

We work in partnership with others to make risks visible, to discuss and understand them, and reach a 
common understanding of what needs to be done to master them.

We desire to excel As a risk carrier, we seek to be excellent at identifying, evaluating and managing our own risks.

Risk Culture & 
Governance
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2. RISK IDENTIFICATION AND PRIORITIZATION

Argo has in place a structured Risk Assessment Process (RAP)  
that allows risks achieving our business plan to be discussed and  
prioritized in terms of their importance. Central to making RAP  
useful and sustained is a risk-aware culture where all Argo staff  
are encouraged to consider what uncertainties could impact our  
business plans and recognize external factors that may be emerging.
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2. RISK IDENTIFICATION AND PRIORITIZATION

Risk assessments seek to put the threats facing our company in the context  
of the opportunities that are being targeted through business plans. The  
purpose of the assessments is to articulate the ‘headwinds’ (threats) that  
face the business and the ‘tailwinds’ (opportunities) that can be exploited  
consistently. Using standardized measures of impact and likelihood enables  
these risks to be captured and visually communicated using heat maps. Clear  
ranking facilitates prioritization of activity in terms of risk treatment. Argo has  
a risk taxonomy that classifies our universe of risks into four main categories  
based on risk drivers. These key risk categories are:

Insurance Risk: The risk of loss/gain or change  
in the value of liabilities due to the random  
timing/frequency or severity of insured events,  
inadequate pricing or reserving practices.

Financial Risk: The risk of loss/gain or change  
in financial strength due to market, credit or  
liquidity risks.

Operational Risk: The risk of loss arising from  
inadequate or failed internal/external processes,  
people or systems.

Strategic Risk: The risk of uncertainty in earnings and/or capital change materializing due to management 
decisions, strategy execution or responsiveness to macro-economic conditions and/or competition.

Risk  
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3. RISK APPETITE, TOLERANCES AND LIMITS

Risk appetite defines the nature of risks that the Argo board of directors  
considers acceptable for our organization to expose itself to in order to  
achieve its strategic objectives. It defines, therefore, Argo’s willingness  
to accept risk and the boundary line for risk-taking activities. In expressing  
our organization’s risk appetite, the board of directors has taken into  
account Argo’s risk-bearing capacity and its strategic objectives.

Appetite is articulated using a number of risk measures, including:

 / Economic capital impact
 / Earnings volatility
 / Outcomes of scenarios and stress tests
 / Credit-rating retention
 / Reputation impact

Risk tolerances are defined as the specific level of risk that Argo is prepared to bear for specific risks. The 
tolerance is quantified and performance is tracked and controlled to ensure the business operates within these 
agreed boundaries.

Risk limits are practical controls that are built into day-to-day business processes to ensure that risk tolerances  
are met. These limits might be underwriting authorities, claims-settling authorities or credit limits.
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4. RISK MANAGEMENT AND CONTROLS

Ultimately, managing risks involves making prioritization decisions to  
secure opportunities or bring threats within acceptable bounds. There  
are five risk-management strategies that can be used to treat risks,  
summarized by the acronym—RASTA.

Reduce: Change the impact or likelihood of a risk by taking mitigating or  
preventative measures.

Accept: A risk is accepted as either an opportunity to be taken and exploited or a threat  
where no further action is needed or possible.

Substitute: Find a less risky alternative.

Transfer: Transferring or sharing a risk or the responsibility for managing it, in part or in whole, to another party. 
Insurance is an example of risk transfer.

Avoid: Eliminate a risk at its source because it is unacceptable.

This list implies that management will make a conscious decision to select one of these risk-treatment  
strategies, including deciding to do nothing further. To the extent actions are taken, they will be tracked  
through to completion.
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5. RISK REPORTING AND COMMUNICATION

5.1 Risk Reporting is defined as communicating risk information to different  
levels throughout our organization as necessary to support decision- 
making. It provides senior management, Argo board of directors and  
other relevant external parties, such as regulators and rating agencies,  
with sufficient information to enable them to assess the actual level of risk  
associated with the business plans and the effectiveness of the controls in  
place to maintain risks within acceptable levels.

The risk committee of the board of directors meets quarterly to discuss Argo’s material risks  
and any significant change to Argo’s overall risk profile, including actions being taken to mitigate  
key risk exposures. The reports produced form part of an overall Own Risk and Solvency Assessment  
(ORSA) process, which brings together an evaluation of Argo’s changing risk profile and how it is being managed. 
The ORSA process also considers the consequences this risk profile has for our organization’s capital requirements  
and hence solvency against regulatory standards.

5.2 Risk Communication: It is important to Argo that all our personnel understand the importance of managing 
risk and are skilled in doing so. This document forms part of a wider learning and development initiative that is 
coordinated by the risk-management function and is aimed at growing Argo’s overall skillset related to risk analysis 
and decision-making.

5.3 Loss Events and Near Misses: Loss events provide an opportunity to identify potential improvements to 
Argo’s internal processes and systems. At Argo, we encourage the open disclosure and sharing of such events, with 
the focus on learning and improvement. For more significant events, a structured root-cause analysis is completed 
to identify the underlying drivers of the event. This analysis allows actions to be implemented and communicated 
to appropriate staff across our organization to prevent significant events from recurring.



TEN QUESTIONS TO THINK ABOUT WHEN MAKING RISK MANAGEMENT DECISIONS

1. Is this opportunity within Argo’s appetite for risk-taking?

2. Is the decision or action I am about to take in line with Argo’s values?

3. Have I truly understood the risk in terms of the balance between opportunity and threat?

4. Have I considered the potential impact on Argo’s reputation?

5. Can I learn from someone else’s experience or mistakes in considering this risk?

6. Have I sought the best available advice to help me make an informed decision?

7. Am I leading by example by taking this risk?

8. Am I simply taking the path of least resistance or the easy option?

9. Do I feel right about this decision?

10. If what I do today were reported as tomorrow’s news item, would I still be comfortable with my decision?

WHERE TO LEARN MORE

If you want to learn more about Argo’s approach to managing risk, please look for Enterprise Risk Management  

on ArgoNet.
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RISK GLOSSARY

Argo has developed a glossary of risk-related terminology, part of which is provided below, to ensure we use a 
common language when we talk about risk.

Impact Evaluated consequence of a particular outcome or event.

Internal model A model that represents the (material) assets and liabilities on an insurer’s balance sheet and can be used to forecast the impact 
on solvency of changes in relevant variables.

Likelihood The chance of something happening. A measurement of how often or likely that an event might occur.

Loss event Operational failure that resulted in a financial or reputational loss to Argo.

Near miss Operational failure that did not result in a loss but that highlights a need to improve internal processes.

Opportunity An event or scenario that, if exploited successfully, would lead to an improved outcome or business benefit.

Risk An uncertain future event that could influence the business’ ability to achieve its objectives if it were to actually happen.  
Simply put, the effect of uncertainty on objectives.

Risk appetite A high-level statement of the level of risk that Argo is willing to accept as a whole and for specific risk categories relative to its 
risk-bearing capacity.

Risk effect The consequence of a risk event on Argo. The effect may be positive or negative.

Risk event The potential or actual occurrence of a situation that poses a threat or opportunity to Argo.

Risk manager First-line managers with primary responsibility for managing risks within their control on a day-to-day basis.

Risk-mitigation action The selected action or actions used to mitigate the impact and/or likelihood of a risk event.

Risk owner A senior executive with accountability and authority to make decisions that weigh up the balance between risk and reward 
appropriate to our organization for managing a specific risk.

Risk tolerance The specific level of risk that Argo is prepared to bear for specific risks. Tolerance is quantified and performance is tracked  
and controlled to ensure the business operates within these agreed boundaries.

Threat An event that, were it to occur, would lead to a negative business impact or loss.

12





Alex Hindson  
Chief Risk Officer

Argo Group 
Argo House 110 Pitts Bay Rd. 
Pembroke HM 08 
Bermuda

P +44 (20) 207 712 7654 
alex.hindson@argolimited.com
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