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Dr. Bernhard Hein presents his SREP study 
during the advisory board meeting (page 
left, top row). 
 
Also present: honorary member Wolfgang
Hartman. Dr. Wilfried Paus with the wrap-
up (page right, top row)
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Dinner al fresco

 

Awards ceremony and evening event

Kay Wolf welcomed the guests. Laudator 
Dr. Detlef Fechtner emphasized in his 
speech just how important young resear-
chers are for the financial industry (page 
left, top row). 
 
The FIRM Research Award 2022 went to 
Dr. Gazi Kaba�. Dr. Carina Schlam and Dr. 
Gregor Schönemann also received awards 
and prize money for their work.









ADVISORY COUNCIL: REVIEW AND OUTLOOK166  Frankfurt Institute for Risk Management and Regulation

At the advisory council meeting on 16 March 2022 at the House of 
Finance, the climate stress experts from KPMG, Holger Spielberg 
and Clemens Wieck, addressed the extent to which climate risk 
stress tests are a matter or modelling or merely classic “what if” 
analysis. The FIRM newsletters in February 2022 and March 2022 
included detailed reports about all the presentations.

Research Conference
The Research Conference was finally held again as an in-person 
event on 23 June 2022 at the Frankfurt School. The eleven nominees 
for the FIRM research prize had previously been whittled down to 
just three finalists, chosen by a jury made up equally of professional 
and academic representatives. The three finalists, Carina Schlam, 
Gazi Kabaş and Gregor Schönemann presented the key results 
of their work, which were discussed in detail by the professional 
and academic representatives. At a dinner in the Frankfurt School, 
Deflef Fechtner from industry journal Börsenzeitung presented the 
FIRM research prize to the winner Gazi Kabaş, with further prizes 
going to the two other finalists. You can find a summary of Kabaş’s 
work in the July 2022 newsletter. There are also links to summaries 
of the works by Carina Schlam and Gregor Schönemann.

The Research Conference continued with Sigrid Kozmiensky, sen-
ior risk officer at ING Deutschland, and Jürgen Steffan, senior risk 
officer at Wüstenrot and Württembergische, providing fascinating 
insights into the changing shape of working life. Finally, Lars Hornuf 
from the University of Bremen presented his research results on the 
issue of the value attached to environmental compatibility by small 
investors in their investment decisions. 

In the subsequent advisory council meeting, Bernhard Hein (EY) 
reported on the key results of the ECB SREP process and the issues 
that will shortly be the focus of supervisory authorities. You can 
find extensive details of the research conference and the advisory 
council meeting in the July 2022 newsletter.

Autumn conference in Stuttgart
The last advisory council meeting was held in Stuttgart on 28 Sep-
tember 2022 at the invitation of the Baden-Württemberg state 
bank. We were welcomed there by Christine Neuberger, Head of 

Supply chain problems were originally triggered by Covid-19 and 
reached a massive scale in 2021. They have been intensified by the 
USA’s increasingly restrictive stance towards trade with China. As 
a result, companies are looking at diversification of their suppliers 
and increasing their stocks. The associated cost increases and sup-
ply bottlenecks have fuelled inflation.

Producer and consumer prices began to rise back in May 2021. This 
year, the war in Ukraine and decreasing supply due to supply chain 
issues have pushed up inflation to a level that hardly anyone could 
previously have imagined. Central banks have therefore been forced 
into the thankless task of fighting inflation with huge interest rate 
increases and an end to quantitative easing, in the full knowledge 
that this significantly raises the risk of a recession.

Banks well equipped with capital buffers
To date, the European and US economies have dealt with the new 
challenges better than anticipated. There are few signs of a sig-
nificant weakening of consumer demand, while businesses’ willing-
ness to invest appears robust so far. The extent of loan defaults is 
manageable to date and banks seem well equipped thanks to their 
high capital buffers. However, although the impact of risks has not 
been too severe to date, high levels of uncertainty can be expected 
to continue. Potential repercussions for businesses and households 
are a definite reason to maintain high liquidity and capital buffers.

Advisory council meetings in spring 2022
In this turbulent environment, our advisory council focused on 
numerous aspects of the dwindling and new emerging crises. 

To reduce the interval between the September and March meet-
ings, an online meeting with four presentations was held on 11 
February 2022. Martin Kreuzer (Münchener Rück) asked about the 
extent to which management of cyber risks is an impossible task. 
Ulf Moslener from the Frankfurt School talked about a research pro-
ject supported by FIRM on deep uncertainties linked to the energy 
transformation. Martin Spindler (Hamburg University) then outlined 
how artificial intelligence can be used to make money laundering 
prevention and fraud detection easier. Finally, Günter Franke gave a 
presentation on PD dynamics among German companies. 

The Advisory Council in 2022,  
a global year of crisis
The past year has been shaped by the unexpected convergence and interaction of several very serious risk factors: 
the war in Ukraine, supply chain problems and inflation, allied to resolute responses by central banks. Very few 
people anticipated a Russian attack on Ukraine. The population there was very hard hit and there were a host of 
consequences for Western Europe too. One of them was unforeseen flows of refugees.
 
Meanwhile, the West’s military and financial support for Ukraine and the sanctions imposed on Russia have 
affected us all. Many companies have cut back or terminated their activities in Russia, incurring high losses as a 
result. The absence of goods from Ukraine, especially agricultural products, has caused substantial rises in food 
prices worldwide. The increase in oil and gas prices due to the war has had a particularly tough impact on all 
households and businesses. A wide range of state support measures are putting a major strain on government 
budgets. Since no end to the war is in sight, its consequences in the West will be absorbed very gradually. The war 
in Ukraine is hitting the whole of Europe hard, even though only some of the financial consequences are being 
felt to date.
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Compliance at LBBW. Kicking off the presentations was Katrin 
Mayer-Haug from McKinsey & Co., who provided an overview of 
the working models in different industries. Manfred Beck from BCG 
then outlined the stages in which the automotive industry is mov-
ing towards climate neutrality. Stephan Bredt from the Hesse state 
government talked about plans for data pooling as part of the EU 
EuroDaT initiative. A regional perspective on future issues was then 
presented by Ulli Spankowski, with a vivid explanation of how the 
Stuttgart stock exchange has carved out a significant position in 
the crypto market. Finally, the conference turned its attention back 
to the subject of ESG, with presentations from both an academic 
perspective by Christian Koziol from the University of Tübingen and 
relating to regulatory plans by Christian Heller from the Sustainable 
Finance advisory council. Details of the presentations and a review 
of the entire event, including the visit to Schwabenwelt beer festi-
val at the Cannstadter Wasen can be found in the October 2022 
newsletter.

The following dates  
have been set for 2023:

March 29, 2023
Advisory council meeting

March 29, 2023
General meeting and advisory council meeting

June 29, 2023
Research Conference followed by  

advisory council meeting

September 27, 2023
Autumn conference and advisory council meeting

We hope to welcome you to as many events as 
possible in the coming year and look forward to you 

contributing new ideas to our discussions.

Outlook 
In 2023, we want to continue the format we established in 2022, 
so that we can keep up our continuous dialogue between academ-
ics and professionals. The first advisory council meeting was held 
online on 02 February 2023 and dealt with the challenges of the 
current dominant risk factors for the economy and for banks in 
particular. A further in-person advisory council meeting will be 
held after the FIRM general meeting at the House of Finance on 29 
March 2023. The Research Conference will be held in its regular slot 
on 29 June, followed by a short advisory council meeting, and then 
the full-day autumn conference on 27 September 2023, probably 
in Frankfurt am Main.

We look forward to your active participation in our advisory council 
meetings and the supporting round tables, and particularly wel-
come your suggestions for topics you find exciting, and we will be 
especially delighted to receive proposals for presentations.
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The FIRM NFR Round Table was subsequently established, and in 
2022 it devoted itself to an in-depth examination of three topics 
that are extremely relevant in practice and are also very significant 
from a regulatory perspective: 

p	Organisation and governance, 

p	Risk appetite/tolerance, and 

p	Risk culture.

In 2021, working groups were set up in these three areas, with the 
overall objective of identifying the current situation with regard to 
the issues in FIRM member institutions and deriving possible areas 
for action. Each of the working groups addressed their respective 
issues in three stages: 

1.	Development of core questions, 

2.	�Performance of benchmarking among FIRM member institu-
tions, and 

3.	Synthesis of results.

The discussions in 2022 focused on the results of the online surveys 
that were conducted among FIRM member institutions at the end 
of 2021.

The surveys covered a range of banking sector organisations from 
German-speaking countries, with a balanced distribution of dif-
ferent sizes, customer segments and specialisations. The selec-
tion reflects the heterogeneity of the German banking market as 
a whole. Eight of the ten largest German banks were surveyed, 
accounting for around 44 percent of the total assets of the German 
banking sector.

All three working groups held intensive discussions of the results 
and then drew up position papers. For the areas of risk appetite/
tolerance and risk culture, these were published at the end of 2021. 
Publication of the paper for organisation and governance is sched-
uled for 2023.

Below, we outline the key content of the two position papers pub-
lished to date.

Risk appetite/tolerance
Many banks currently only employ limited quantitative con-
trol of risk exposure in the area of non-financial risks. Instead, 
qualitative decision-making criteria and monitoring models still 
dominate. Because of increasing volatility in the risk environ-
ment, stemming recently from the Covid-19 pandemic and the 
conflict between Russia and Ukraine, these are starting to reach 
the limits of their usefulness. Meanwhile, supervisory authorities 
are publishing more specific expectations for overall control of 
non-financial risks. Against this backdrop, the “Risk appetite” 

Organisation and governance, risk  
appetite and risk culture

At the FIRM strategy discussion back in 2019, non-financial risk (NFR) was named as one of the strategic focus 
areas. The aim is to bring together bank representatives, regulatory experts, academics and consultants to develop 
a collective perspective on the central questions that are involved in the complex issue of NFR.
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working group used the survey results to describe the current sit-
uation, identify barriers to implementation and define key focus 
areas. The survey conducted focused on the issues of governance 
of risk appetite frameworks, qualitative risk appetite statements, 
quantitative risk control measures, and updating of risk appetite 
frameworks.

Risk culture
The survey covering risk culture provided an excellent overview 
of how risk culture is defined and how it is integrated into corpo-
rate culture, processes and organisation. The results reveal that a 
robust risk culture as a component of corporate culture and good 
corporate governance is an important success factor. Many banks 
were quick to recognise this. Since regulators have addressed this 
issue and consequently added explicit requirements to the CRR, 
the importance of risk culture is well established across the sector. 
Management culture (“tone from the top”), responsibilities, effec-
tive communication, critical dialogue and incentives are core com-
ponents of the risk culture that have now become established as a 
theoretical construct. While the concept of a risk culture appears to 
be well advanced, there is still a significant need for action in many 
institutions in terms of operationalisation. The pandemic revealed 
the extent to which banks can benefit from a robust and well-
established risk culture. In view of other current and anticipated 
disruptions (geopolitical crises, climate change etc.), resilience in 
the financial sector remains an important factor. A tailored risk 
culture can be a key element of this – not only by contributing to 
satisfying regulatory requirements, but also as a potential competi-
tive advantage.

We would like to take this opportunity to thank all the members of 
the NFR round table for their active and constructive cooperation.

Dr. Thomas Poppensieker

Senior Partner,
McKinsey & Company, Inc.

Dr. Susanne Maurenbrecher

Partner,
McKinsey & Company, Inc

Coordinators of the FIRM 
Non Financial Risk Round Table:

NFR Banking Survey focusing on: Risk Culture (1) and Risk Appetite (2).

DOWNLOAD 
NFR-Banking Survey ( in german)

https://www.firm.fm/wp-content/uploads/2022/12/NFR-Bankenumfrage-Positionspapiere-zu-Risikokultur-und-Risikoappetit.pdf
https://www.firm.fm/wp-content/uploads/2022/12/NFR-Bankenumfrage-Positionspapiere-zu-Risikokultur-und-Risikoappetit.pdf
https://www.firm.fm/wp-content/uploads/2022/12/NFR-Bankenumfrage-Positionspapiere-zu-Risikokultur-und-Risikoappetit.pdf
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“Zeitenwende” shaping the agenda 
2022+
In 2022 FIRM’s Banking Risk Round Table continued its established quarterly meeting cycle, covering topics across 
market trends, emerging risks, supervisory practices, focus topics and risk research. Its number of members slightly 
increased covering the bandwidth of the German banking market including public banks, private banks, savings 
banks and cooperative banks with all member representatives holding senior risk management positions in their 
respective institutions. 

After an optimistic start into the year with a positive outlook on eco-
nomic and interest rate developments, COVID pandemic and supply 
chain concerns receding, the BRRT’s first session end of February 
turned spot on to exchange on initial risk management reactions 
to address the Russian invasion into Ukraine “Zeitenwende” and 
the imminent consequences across risk types and compliance pro-
cedures. This topic continued to dominate the BRRT’s May agenda, 
with negative trends in risk profile developments amplified by again 
increasing risks from supply chains and increasing attention to non-
standard risks like step-in risk. The third session focused on acute 
concerns related to inflation, energy supply stability and interest 
rates. An increase in risk profiles was observed, nevertheless future 

expected deterioration considered manageable. New focus topics 
included the risk related to hidden losses in accounting and struc-
tural model risk from “Zeitenwende” and climate change. Third 
quarter topics further amplified in fourth quarter, with first nega-
tive effects in business volumes for certain industries and products 
adding to the risk profile. 

The increasing attention and focus on environmental, social and 
governance-related risks continued in 2022. FIRM’s joint research 
project together with the Technical University of Munich in 2021 
substantiated material climate transition risks for the financial sec-
tor from stranded, CO2-intensive assets using a scenario-based 

Figure 01: Bottom-up approach to the development of a specific climate change risk rating factor.

Source: own illustration

Figure 02: Top-down approach to developing an AMA-like capital requirements model.

Source: own illustration
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approach. In a scenario, in which CO2 tax on Scope 1 emissions 
was abruptly introduced or increased up to €100 per ton over the 
next 1-3 years, the assets of the most CO2-intensive sectors would 
devaluate by 15-36%, leading to an increase of up to 5-34% in 
the PDs on bank’s loans to these companies. Assuming that the 
Eurostoxx 600 members are representative for the borrower land-
scape of a European bank, this alone would lead to a reduction 
of Basel III capital ratios in the magnitude of -1.2 and -1.6% while 
only addressing 36% of the bank’s total risk-weighted assets. As 
an outlook item for quantifying and managing these material risks, 
the project noted a strong preference for risk managing using exist-
ing measurement approaches vs. ensuring adequate coverage via 
capital overlays with limited risk sensitivity. 

The FIRM Banking Risk Round Table proposed a follow-up project, 
funded for 2023, to continue to focus on environmental risks and 
to develop approaches to explicitly quantify the required capital to 
be hold by institutions at all times. For this purpose, the project 
proposes to investigate a two-pronged approach:

p	��Bottom-up: development of a dedicated climate change risk 
rating factor (either separate factor in addition to existing rat-
ing sheets or part of existing rating sheets) addressing clients’ 
default risks and recovery risks separately. Assessments should 
include measurable, stress-able input factors (e.g., carbon emis-
sions, location vulnerability). In line with the EBA recommenda-
tion initial results should be used for recommending potential 
changes to correlation structures used for tail risk measurement 
and stress, specifically checking the resilience of industry and 
regional correlation to evolving environmental risks. 

p	��op-down: Development of an AMA-like capital demand model 
that is constructed around a set of events from hypothetical 
forward-looking scenarios. These events should be tailored to 
the institution’s risk profile and contain relevant information like 
exposure, likelihood, and linkage to different risk types and driv-
ers. In particular, the mapping of events to different dimensions 
(e.g., ESG risk drivers) would facilitate a more flexible modelling 
of correlation structures beyond traditional risk type boundaries. 
The model would use this information to derive the share of capi-
tal demand allocated to climate risk. The results of this method 
should be compared with the bottom-up approach above and 
against banks’ existing practices (e.g., vs. economic capital ade-
quacy assessment).

Both capital demand approaches would facilitate extension to social 
and governance-related risks. Their comparison/overlap would also 
support mutual information between backward calibrated models 
and forward-looking events. These outcomes could also support 
targeted enhancements in banks’ existing processes. The possibility 
to carve out climate risk capital demand will also provide valuable 
input into the discussion of potential regulatory brown punishing/
green supporting factor overlays and double counting of these risks. 

Away from Russia’s invasion in Ukraine, inflationary pressures, loom-
ing recessionary risks and ESG, the Banking Risk Round Table also 
covered numerous other issues in 2022. These included increasing 
attention to capitalisation of non-standard risk (e.g. reputational 
risk, step-in risk and software assets risk), the evolving regulatory 
practices including increased use of cyclical buffer requirements, 
and the alignment/divergence of accounting and risk management 

perspectives. Building on the successful cross risk table cooperation 
in 2021 on ESG we further strengthened the cooperation and inte-
gration across Round Tables, including the ESG Round Table, the 
Artificial Intelligence Round Table and the Round Table Payments.

Summarising, after a positive start the year 2022 very quickly turned 
into a challenging and demanding year. “Zeitenwende” – coming 
directly out of Covid pandemic – led to a material amplification of 
risk management challenges that are expected to carry into 2023. 
We are therefore looking forward to continuing our constructive 
discussions and our mutually beneficial exchange on risk topics in 
FIRM’s Banking Risk Round Table.

Coordinator of the FIRM 
Banking Risk Round Table:

Thomas Werner

Head of ICAAP and Recovery Plan, 
Deutsche Bank AG
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This represents a shift in the emphasis of compliance work. Where 
the focus was previously on implementing guidelines and instruc-
tions or on training to ensure adherence to legislation, it is now 
more than ever on early identification and active countering of 
compliance risks for individual business activities. In addition, com-
pliance officers have to support business development and take 
appropriate control and monitoring actions to avert threats to their 
own institution and society as a whole as early as possible.

This change is accompanied by the ongoing digitalisation of ban-
king functions and processes, supporting the transformation of 
compliance from a predominantly manual to a digital activity.

Indicators for monitoring and control as a starting point
In future, access to digital information will assist compliance officers 
with automatic monitoring processes, implementation of control 
actions and detection of new behavioural patterns and anomalies. 
They will be able to identify, avert and potentially even prevent 
potential threats before they actually arise.

With this goal in mind, it is important to take a holistic view of 
internal processes and methods involving risk, individual products 
and customer activities and any external threats. Comprehensive 
management of these risks is significantly enhanced by the use of 
early risk indicators, allowing the compliance function to exercise 
effective control. Key risk indicators will enable future compli-
ance officers to gradually achieve integrated control of a wide 
range of different compliance risks. In addition, modern business 
intelligence and analytics solutions allow more in-depth analysis 
of the underlying internal and external data, which can provide 
supplementary control mechanisms. A crucial factor in successful 
management is effective combination of the two, combined with 
a comprehensive understanding of the relevant business activi-
ties. Historical comparisons and trends can support assessment 
of risk development and derivation of trends in their reversal or 
intensification.

The key requirements are the use of state of the art technologies 
and analytics solutions, and the availability and quality of the neces-
sary data.

This currently remains a major challenge in most institutions. The 
legacy applications used are generally around seven years old or 
more, and employees frequently complain about missing data and 
the poor quality and availability of what there is. The analytical 

models used are also too rigid and often no longer correctly repre-
sent the actual threats.

Against this backdrop, compliance officers have to find a way to 
increase the effectiveness of compliance and at the same time to 
make their work more efficient. In the future, technology and 
data will become even more of an integral element of high 
performing and forward-looking compliance work than they 
are today.

Technological transformation of the compliance function
Modernisation of the application environment and the choice of 
exactly the right technologies is crucially important. In combination, 
these two factors enable very large volumes of data to be processed 
quickly and allow the use of advanced analytical methods.

This modernisation has to be based on clearly defined IT objectives 
for compliance issues which financial institutions can then con-
sistently adapt and expand in the coming years. This will enable the 
risk of a patchwork architecture and high technological comple-
xity to be swiftly reduced. Consistent focus on the specific target 
operating model and individual procedural landscape is of crucial 
importance.

Experience from risk data aggregation and reporting can be used as 
a blueprint for this technological transformation in the compliance 
function. In addition to changes to procedures in risk reporting, 
institutions have modernised key elements of their IT and data 
architecture to meet regulatory requirements.

In risk data aggregation, leading banks have demonstrated that an 
integrated approach can considerably improve risk effectiveness, 
reduce operating costs and significantly cut processing times. Fur-
thermore, the improved data basis in terms of granularity and ana-
lysis dimensions enables effective data analytics to be performed 
and allows modern AI-based methods to be utilised.

Six data management functions that make up good (data) 
governance
To enable effective use of the data volumes discussed, they need 
to be collected from a wide range of internal and external sources, 
efficiently processed and intelligently used. However, the typical 
problem when working with data is that the lion’s share of effort 
has to be invested in preparation and improvement of the data qua-
lity. Around 80 percent of data teams consider ensuring uniform 

Away from silos and towards standards: 
Shaping the future of the compliance 
function with data and technology
The crises of recent years along with increasing economic uncertainty mean that financial companies are facing 
numerous different challenges. This is placing increased demands on the compliance function as companies seek 
to ensure stability and success. Because of these developments, compliance officers are the subject of much more 
focus when it comes to corporate governance. For example, Chief Compliance Officers (CCOs) are now involved 
much earlier and much more closely in the development of new products, opening up of new markets and stra-
tegy development.
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Coordinators of the FIRM  
Compliance Risk Round Table:

and consistent data enhancement to be a significant challenge. The 
average proportion of total time spent on data editing is estimated 
at around 40 percent1.

Starting from the bank’s internal data strategy and existing regula-
tions for data governance, we can identify six fundamental data 
management functions in the data supply process that need to 
be established in institutions for the compliance function:

i)	� A Glossary or Data catalogue provides functional and techni-
cal descriptions of data fields, ensuring that a uniform meaning 
and definition of them is stipulated across the bank.

ii)	� The Data lineage shows the connections between the data 
fields, thus providing traceability of the path from the data 
source to the use of the data.

iii)	�Data supply agreements between data suppliers and consu-
mers create clarity in terms of the required data fields, the neces-
sary quality level and the delivery and escalation times.

iv)	�Quality controls along the entire data flow use clearly defined 
criteria such as completeness, accuracy and up-to-datedness to 
verify the information processed.

v)	� If there are any variations from the specified target condition, 
for example from the data supply agreement, the resulting data 
quality problem can be investigated using a problem manage-
ment process and be resolved by taking appropriate actions.

vi)	�The data quality level and progress on expanding monitoring 
activities are continuously monitored by DQ reporting.

Consistent data management supports day-to-day analysis work, 
reduces manual effort in finding appropriate data fields and sup-
ports decision making. At the same time, it increases the effective-
ness of compliance management as a whole.

Standardised reference data model for tomorrow’s compli-
ance function
The majority of the challenges described when it comes to handling 
data and key elements of data management could be resolved by 
the adoption of a standardised reference data model across the 
industry. As well as the typical data fields for different compliance 
situations, it would include the necessary data catalogue descrip-
tions and standard quality controls for trouble spots and high risk 
sections of the data flow.

Standardised data supply would considerably reduce the amount 
of data integration work needed and thus result in significant cost 
advantages when implementing new systems. Standardised data 
field definitions across institutions would also enable compliance 
officers to identify relevant data for analytical methods or industry-
wide data sharing more quickly. For example, tracking of global pay-
ment flows could lead to much improved detection and combating 
of financial crime. Prerequisites for this are elimination of the data 
silos that are currently predominant, standardisation of data, and 
clear definition of the privacy and regulatory framework. Efforts are 
required across institutions to create uniform standards for the dif-
ferent areas of compliance, such as fighting financial crime.

Discussions in the Compliance Risk Round Table have shown that as 

well as setting the general conditions there needs to be a further 
conceptual analysis with a view to establishing a common reference 
model. Regulatory initiatives such as discussions about a standardi-
sed data model for money laundering prevention in the context of 
the future European money laundering regulatory regime underline 
the need for this. With this in mind, continuing discussions of the 
issue in the Round Table have considerable potential for participa-
ting companies and for networking with the academic community.

1 �The State of Global Data Integrity in 2021, Corinium Intelligence, 2021

Andreas Müller
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In the first Round Table in 2022, the focus of the working group 
was – as announced the previous year – on liquidity risk manage-
ment. Following a keynote speech by Martin Reinhard (Deloitte) 
entitled “Liquidity Risk Management Framework for EU investment 
funds”, questions regarding the influence of particular factors on 
liquidity requirements, the regulatory environment and the imple-
mentation of liquidity monitoring in practice were discussed. 

In this context, the implications of the war in Ukraine on liquidity 
monitoring and possible adjustments of the corresponding models 
were also discussed.

Frank Lichtenthäler (Deloitte) contributed another keynote speech 
to the Round Table on the topic of “Overview of the Infrastructure 
asset class, current market evolution and investment trends”. The 
subsequent discussion focused on infrastructure assets with regard 
to the political situation caused by the conflict in Ukraine and its 
impact on markets.

At the end of the first half of 2022, the Round Table was used 
to start a workshop on the topic of “Crypto Assets – Market 
Snapshot”. This provided insights into the current market situa-
tion and developments. It became clear in the discussions that 

Fig. 01: Relevance of blockchain technology in asset management: Blockchain-based business models offer opportunities, but also entail risks.

Source: Deloitte 2023

Review of the past year and outlook 
for planned themes in 2023
The Asset Management Round Table regularly brings together representatives of the major German investment 

fund houses to discuss current trends, challenges and relevant themes in the field of risk management in the asset 

management industry.
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the dynamic development of the crypto world will also have an 
influence on business models in the asset management industry. 
According to the participants, traditional asset management will 
continue to exist. However, it must adapt the technical innovations 
that blockchain technology brings to its own processes and must 
also focus more on investments in digital assets. This will lay the 
foundation to be able to continue offering attractive products to 
end customers.

This was followed by further presentations by Dr. Joachim Hein 
and Dr. Josek on the topic of “Crypto-Assets under the magnifying 
glass”, as well as by Deloitte on the topic of “Distributed Ledger 
Technology” and “Regulation as a companion”.

For the second half of 2022, the participants of the Asset Manage-
ment Risk Round Table also decided to delve deeper into the topic 
of “crypto” by jointly preparing a white paper on the subject. The 
aim of this work was to create a fundamental understanding of 
blockchain technology and the resulting implications for the asset 
management industry. 

The white paper is intended to provide an essential overview of 
current and upcoming regulation. It also explains the technology 
behind crypto assets and looks at different use cases that can arise 
from the use of blockchain technologies. 

The position paper goes on to present a classification of non-fun-
gible tokens (NFTs) and other token types. The resulting effects on 
the financial world and on asset managers in particular are exam-
ined in the paper. Since the issue of sustainability as well as the 
implications for risk management will also be of no small signifi-
cance for crypto assets in the future, this paper sets out some initial 
findings and thus creates a basis for possible subsequent editions 
of the white paper. 

In the December meeting, the final feedback on the position paper 
was addressed and the current developments in the crypto mar-
ket were discussed. For example, the insolvency of the US crypto 
exchange FTX is causing a lot of uncertainty. Even if the causes of 
the insolvency can be attributed to the commercial failings of this 
important market player, it is nevertheless clear how important it 
is for the market for crypto assets to be regulated in a progressive 
manner worldwide. Germany and Europe can be cited as positive 
examples here. The use of exchanges outside the EU and the han-
dling of personal data in combination with third countries entail 
significantly higher risks. 

In 2023, in addition to ongoing monitoring of the topic of crypto, 
further keynote speeches and discussions will follow on the topics 
of “Governance in Outsourcing”, “Status and Risks in Cloud Use” 
and “Results of the Asset Management Radar”. Introductory talks 

on the respective topics will be prepared by relevant experts and 
presented for discussion at the working group meetings.

At the end of 2022, there were changes in the coordinator role 
for the FIRM Risk Round Table. Dr. Michael Böhm (HSBC) will take 
over coordination of the Asset Management Risk Round Table on 
behalf of the asset managers. Until now, this function was held by 
Dr. Joachim Hein (Union Investment). We would like to take this 
opportunity to thank Dr. Joachim Hein once again for his work. 
Peter Lellmann and Matthias Rode from Deloitte will continue to 
support the Round Table from the consultant side.

Dr. Michael Böhm

Managing Director and COO,
HSBC Asset Management
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Our year in 2022 began with the kick-off event in February “Trends 
in AI4ESG”, which included speakers from the Oxford Sustainable 
Finance Group and Zurich University of Applied Sciences and pres-
entations including “Spatial sustainable finance: Satellite-based rat-
ings of company footprints in biodiversity and water” and “Spatial 
finance: Next generation climate and environmental analytics for 
resilient finance”.

As the year continued, the coordinators focused on further devel-
oping and exploring the issues relating to material, non-financial 
risks such as ESG, climate and environmental risks. This is in line 
with the trend towards purposeful financial services aligned with 
environmental and social values. The AI working group networked 
with relevant stakeholders to plan a series of presentations for 2023 
and ensure effective knowledge transfer, including cooperation 
with the FIRM ESG working group and others.

AI-based simulations, visualisation and scenario generation are 
becoming increasingly important for asset managers and banks in 
the field of ESG. AI is already being used to address greenwashing 
and monitoring of climate target disclosure, and to gain a better 
understanding of the risks and opportunities of using evidence-
based ESG criteria, as well as the actual climate risk and possible 
deeper-seated causal relationships, for example in the area of spa-
tial finance.

“Spatial finance” refers to the integration of geo data and analy-
ses in financial services. It enables the financial markets to more 
effectively measure and manage climate-related and environmental 
risks such as loss of biodiversity, water quality and deforestation. 
According to EUSPA in this decade the insurance and financial sec-
tor will make the biggest contribution to global turnover in the 
earth observation industry.

Earth observation involves recording information about earth’s 
physical, chemical and biological systems using remote recon-
naissance technologies, normally using satellites carrying imag-
ing devices and providing reliable and repeatable data sets. Earth 
observation is used to monitor and analyse the condition of the 
environment and how it is changing.

Earth observation and remote reconnaissance combined with 
machine learning have the potential to transform the availability of 
information in many sectors, particularly in banking, insurance and 
investment management.

Combining data, models and calculation/computer infrastructures 
is the basis for completely new ways to overcome the challenges 
we face. This is particularly the case for environmental monitoring 

and monitoring of properties, factories and land, where applica-
tions include measuring vegetation density around settlements, 
linking property portfolios to sustainable transport, property 
attributes (such as size, form, type, density), energy use and effi-
ciency, extreme weather events such as flood risk, and other natu-
ral hazards. 

When it comes to AI excellence, there is an optimistic mood in the 
Frankfurt Rhine/Main metropolitan region and the German finan-
cial centre, and the FIRM AI Round Table is well placed to make 
a significant contribution in terms of knowledge transfer for the 
financial industry and regulators. 

AI in ESG, spatial finance and clima­
te risk
The coordinators of the Artificial Intelligence Round Table, Sebastian Fritz Morgenthal (Bain) and Jochen Papenbrock 
(Nvidia,Gaia-X FAIC) look back at a successful 2022. Following the issues previously addressed – “Trustworthy, 
explainable AI” and “AI in compliance/fraud prevention/AML/KYC” – we successfully launched and developed the 
new focus area “AI in ESG, spatial finance and climate risk”. Once again, we collaborated with Gaia-X Finance & 
Insurance Data Space and the related project FAIC (Financial AI Cluster). 

Coordinators of the FIRM AI 
Round Table:

Dr. Sebastian Fritz-Morgenthal

Executive Vice President, 
Head of Global Risk Management, 
Bain & Company

Dr. Jochen Papenbrock

Head of Financial Technology EMEA, 
NVIDIA GmbH and 
Project Manager,
Gaia-X FAIC
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Insurance Risk Navigator and the 
effects of high inflation
Once a year, a team made up of academics and consultants analyses the key issues and trends in risk management 
in the insurance sector on behalf of FIRM and the Insurance Risk Round Table. Questions about corporate manage-
ment, governance and climate risks, along with financial reporting and Solvency II are also addressed in the latest 
study. It also includes an issue that all insurers have to deal with at present: What will be the direct effects of high 
inflation? However, the search for convincing answers has been in vain until now.

.

DOWNLOAD 
Whitepaper Insurance Risk Navigator

Trend 1: Management closer to econemic reality
With their dense regulatory requirements, Solvency II and SST 
provide an anchor point for clear organisational structures and 
demand a comparatively high level of maturity in risk manage-
ment in all responding companies. Significant differences are 
apparent in management: Many insurers in German-speaking 
countries still view Solvency II as a mandatory regulatory exer-
cise and only make limited use of economic perspectives and the 
associated insights. The focus is still predominantly on manage-
ment based on local accounting principles. However, international 
companies and those close to capital markets frequently differ in 
this area and primarily manage their business based on economic 
analysis methods.

For the Insurance Risk Navigator (IRN), direct insurance and re-
insurance companies in Germany – from medium-sized mutual 
societies through to listed major corporations – were surveyed on 
the subjects of organisation, risk management, capital investment 
and IT. The focus was on their governance arrangements and best 
practices in balance sheet and risk management, and their impact 
on financial performance.

Action needed on technical infrastructure
The key issues raised in the confidential individual evaluations were 
aggregated to produce the IRN, enabling central action areas and 
potential returns to be identified. Jan Peter Schmütsch, who is run-
ning the study with colleagues from Boston Consulting and a team 
from the Institute of Financial and Actuarial Studies (ifa), believes 
that a huge amount of action is needed in transformation of the 
technical infrastructure and establishment of new types of exper-
tise. “Recent global events and new regulatory issues mean that 
there is increasing pressure on management to act.”  Fig. 01 sum-
marises the four dimensions of the Insurance Risk Navigator

The full results of the study have been published in a white paper. 
Here is an overview of the most important trends.

Fig. 01: The Insurance Risk Navigator follows four dimensions.

Source: own illustration

https://www.firm.fm/wp-content/uploads/2022/09/Insurance-Risk-Navigator-2021.pdf
https://www.firm.fm/wp-content/uploads/2022/09/Insurance-Risk-Navigator-2021.pdf
https://www.firm.fm/wp-content/uploads/2022/09/Insurance-Risk-Navigator-2021.pdf
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Coordinators of the FIRM  
Insurance Risk Round Table:

Fig. 02: Benchmarking carried out across the four defined dimensions.

Source: own illustration

Trend 2: Managability as a competitive advantage
The insurance sector is currently going through a period of great 
uncertainty. The high rate of inflation is well known, but its tangible 
effects on society, fiscal policy and capital markets are hard to pre-
dict reliably. The conflict in Ukraine is exacerbating the situation. It 
is affecting all companies. Possible effects range from higher claims 
payments, cancellation of “luxury products”, inflation-related 
reversal of the trends in pension products and higher administrative 
costs to a coup for life insurers due to the expected interest rate 
rises. Only a small number of insurers claim to be able to determine 
their individual exposure promptly and to rapidly assess the finan-
cial position in selected scenarios.

Trend 3: ESG as an integral element of the business model
ESG is a high profile regulatory issue that is becoming increas-
ingly dynamic. All respondents have now begun to address ESG 
and put in place some initial priorities. To date, implementation of 
ESG criteria in capital investment has been the most relevant area 
and is where the majority of companies have already published vol-
untary commitments. Two specific approaches can be observed: 
Many insurers are using lists of criteria, frequently involving external 
providers, which their capital investments have to satisfy. A small 
number of insurers are also acting as activist investors and helping 
companies with their ESG transformation. There are pioneers in the 
insurance market, who are consciously shaping the issue of sus-
tainability and have integrated it into their strategy. These compa-
nies are already actively engaged in discussions with partners and 
are supporting them in their own implementation efforts. While 
many small and medium-sized insurers have to choose a pragmatic 
approach, media pressure and the potential reputational damage of 
non-compliance are on the increase.

The main benchmark results are summarised in  Fig. 02.

Dr. Jan Peter Schmütsch

Associate Partner,
McKinsey & Company,
Hamburg
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Focus on operational resilience and  
digital currencies
After intensive preparation, our Payments Round Table was launched on 01 July 2022. The participants include well-

known institutions from the FIRM network. The Round Table is coordinated by Daniel Regending as the banking/risk 

management representative (Deutsche Bank), Prof. Tobias Berg as the academic representative (Frankfurt School) 

and Dr. Markus Ampenberger representing the consultants (Boston Consulting Group). 

Duffie highlighted the potential of Central Bank Digital Currencies 
(CBDCs) compared to other methods of optimising payment sys-
tems. He believes that one big challenge is that, in many countries, 
a long lead time will be required for the design, technology selec-
tion and introduction of CBDCs. He cites the introduction of the PIX 
instant payment system in Brazil as a positive example.

PIX has succeeded in achieving excellent acceptance among Brazil-
ian consumers and businesses in a short amount of time. Duffie 
also outlined the implications for regulators. Regulation and the 
introduction of real time payment systems could lead to the devel-
opment of an open, interoperable and more efficient payments 
infrastructure. This is why central banks should continue to work 
on developing CBDCs and the necessary technological conditions. 
However, it is also essential to carefully analyse the advantages and 
risks of CBDCs. 

The digital euro
Schaaf’s opening statement was that the aim of the digital euro is 
to supplement cash, not to replace it. A digital currency is designed 
to strengthen the stabilising function of central bank money in the 
digital age. Schaaf gave an overview of the ECB’s timetable and 
explained that a preliminary study for the digital euro project is cur-
rently in progress. 

The objective of the first Round Table was to define the focus for 
the group’s work. After an initial presentation of the broad range 
of topics and the main focus areas discussed by the FIRM executive 
board, the group talked about risks and challenges in the field of 
payments, relevance and positioning in banks, the current regula-
tory situation and possible partnerships with FinTechs.

It became clear that issues relating to operational stability, par-
ticularly cyber risks, combined with changes in market standards, 
should be one of the focus areas for subsequent meetings. The 
second topic to be explored in depth will be digital currencies, with 
a particular focus on the digital euro. How can its acceptance be 
ensured, how will it be integrated into retail payments and what 
new players will emerge in the market are just a few of the ques-
tions that are to be discussed in greater detail with representatives 
of supervisory bodies and academics. 

Discussion with representatives from ECB and Stanford Uni-
versity
The second Round Table played host to two acknowledged experts 
in Prof. Darrell Duffie from Stanford University and Dr. Jürgen Schaaf 
from the ECB. The coordinators Prof. Tobias Berg (Frankfurt School) 
and Dr. Markus Ampenberger (BCG) defined the framework for the 
in-depth discussion of digital currencies and provided an overview 
of the latest market trends. 

Fig. 01: Operational resilience for most banks consits of five core elements.

Source: own illustration
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In July 2021, the ECB decided to conduct a two-year study for the 
digital euro project. This will allow a decision on the possible imple-
mentation to be made in the autumn of 2023, with introduction of 
the digital euro in 2026. The study intentionally has broad-based 
stakeholder involvement, including the European Commission and 
the European Parliament, market experts from banks, payment 
service providers and infrastructure suppliers, and consumers. The 
main applications of the digital euro will initially focus on peer-to-
peer payments, consumer-to-business payments and consumer-to-
government or government-to-consumer payments. Automated 
programmable payments (triggered by a machine) will be a possible 
later extension. 

Implementation risks and questions about prevention of mo-
ney laundering and terrorism financing
The ECB project team is devoting a great deal of attention to some 
specific key design issues. Schaaf explained what he thinks are two 
very important points. Firstly, ensuring strong data protection so 
that consumers are willing to use the digital euro. Secondly, intro-
duction of an upper limit and price scale to prevent (broad-based) 
transfer of bank money into central bank money and the potential 
negative effects on commercial bank deposits or lending in the 
euro zone.
 
All presentations were followed by a lively discussion and questions 
from a risk management perspective from around 50 participants, 
on issues such as who is responsible for prevention of money laun-
dering and terrorism financing in the event of a digital euro being 
introduced (commercial banks or central banks) and how negative 
effects of the introduction of a CBDC on well functioning and 
established forms of payment can be prevented or minimised.

The Round Table is currently conducting interviews with participat-
ing banking institutions in the area of operational resilience. There 
are also plans to offer an expert presentation by the German Fed-
eral Criminal Police Office on the subject of “The cyber risk situa-
tion” at the third Round Table. 

All the results and the action areas derived from them will be dis-
cussed in the 2023 meetings and summarised in a position paper.

Dr. Markus Ampenberger 

Partner and Associate Director, 
Transaction Banking,
Boston Consulting Group

Coordinators of the FIRM  
Round Table Payments:

Prof. Dr. Tobias Berg

Professor of Finance,
Head of Finance Department,
Frankfurt School of Finance and Management

Daniel Regending

Non-Financial Risk Management –  
Head of Coverage for EMEA Region,
Deutsche Bank AG
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ESG focus areas for 2023 defined
After intensive preparation, the first full meeting of the ESG Round Table was held on 11 November 2022. It was 
attended by the coordinators of all Round Tables, along with a number of bank representatives. The aim of the first 
meeting was to set up a structure to cover the broad field of ESG and to prioritise the focus areas for the group’s 
collaborative work.

Focus on regulation
A close spotlight was shone on the role of banks. The Paris cli-
mate agreement assigns the financial industry a central significance 
in transformation of the economy and underpins its function as 
a change agent in the process. There are dynamic developments 
in regulation as a result, as is clear from the “EU Action Plan for 
Sustainable Finance” and the supplementary industry standards. 
ECB expectations of banks on climate and environmental risks is an 
example of how far-reaching the associated requirements will be
in practice.

As an introduction, coordinators Thomas Werner (Deutsche Bank), 
Stefan Bochtler and Dr. Til Bünder (both BCG) outlined the issue of 
ESG in the frame of reference relevant for risk management. First 
of all, they outlined the need for action from a global perspective: 
What has to happen for the climate target of 1.5 degrees to be 
met? The COP27 targets provide a more specific insight into the 
requirements, with a focus on the needs of the global south and 
implementation of tangible strategies (acceleration, scaling and 
repetition of success stories).
 

BITTE TEXTAUFFÜLLENDE GRAFIK ANFORDERN.

Fig. 01: ESG focus toppics in risk controlling.

Source: own illustration



ESG ROUND TABLE182  Frankfurt Institute for Risk Management and Regulation

Fig. 02: Prioritised topic map for the ESG Round Table.

Source: own illustration

ESG target operating model
The Round Table discussion then turned to the specific topics from 
the overall ESG Target Operating Model that will be addressed in 
greater depth. The discussion clearly showed that the chosen cross-
RT approach makes good sense, as the issues affect all RTs, even 
though they may have different priorities and manifestations. For 
example, the focus for the Banking Risk Round Table is on catalogu-
ing and taxonomy, as well as scenario/stress modelling and scoring. 
For asset managers, management of capital flows and responsible 
investment are the top priority. In compliance, governance issues 
and supply chain due diligence are important areas – to name just 
a few examples.
 
The “Risk Management”, “Strategy and Control”, “Governance” 
and “Quantification/Enablers” elements were then used as basis 
for a joint discussion on the prioritisation of issues. The results are 
summarised in  Fig. 02. Based on these priorities, the coordinators 
are formulating the next steps and work packages for discussion in 
the second ESG Round Table in early 2023.

Stefan Bochtler 

Managing Director & Partner | Digital & ESG 
Boston Consulting Group (BCG)

Dr. Til Bünder

Partner and Associate Director, Risk & Regulatory 
Compliance in FI
Boston Consulting Group (BCG)

Coordinators of the FIRM
ESG Round Table:

Thomas Werner

Head of ICAAP and Recovery Plan, 
Deutsche Bank AG
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Review and outlook 2023 
In 2022, the meetings of the Round Table Personal Members’ took place exclusively online. The meetings were 
coordinated by the two coordinators Marc Ahrens (Genpact) and Sylvia Trimborn-Ley (BlockDeMar).

The main topics discussed were current issues. There was also a 
dialogue on the FIRM strategy. The focus of the meetings was “net-
working” – in the best professional sense. The exchange was sup-
plemented by a closed LinkedIn group.

Opinion polls of the Round Table members and votes on future 
Round Table content and formats are conducted regularly. These 
polls are conducted with the help of online voting tools.

Personal Members were well represented at the FIRM research 
conference. Furthermore, Round Table participants attended other 
physical meetings, such as the Advisory Board meeting. 

A reorganisation of the content and format of this Round Table is 
planned for 2023. 

The coordinator team would like to thank the active participants for 
their support and looks forward to welcoming further interested 
parties to the Personal Members Round Table.

Marc Ahrens

VP, Head of FS Sales	
(Germany, Austria & Switzerland),
Genpact	

Sylvia Trimborn-Ley

Diplom-Kauffrau,
BlockDeMar GmbH

Coordinators of the FIRM
Round Table Personal Members:
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