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Risk Type Preference Rationale 

Other Operational Risk Limiting On the basis that these risks will rarely provide an upside, AISL will seek to 

reduce its operational risk profile to as low a level as commercially 
sensible, whilst recognising that the organisation needs to remain agile 

and execute at pace in the current strategic environment. However, there 

is an inherent link between business volumes and the level of operational 
risk which means our business growth ambitions will not result in a 

reduction in proportional exposure over the plan.  

Expenses Risk Limiting AISL accepts a level of expense risk, inherent in its business model and 

growth ambitions, however AISL will actively seek to reduce expenses and 

expense risk in support of its strategic ambitions, including Digital 

distribution. 

Conduct (new 

business) 
Risk Limiting On new business AISL accepts a degree of potentially increasing conduct 

risk on new untested products and inappropriate advice given the AFA 

strategy to grow our advice function and volume and seeks to limit this 

through careful monitoring. 

AISL seeks to limit conduct risk by continuing with current strategies 

which aim to reduce significant exposures on the back book where 

practical to do so. 
Conduct (existing 

business) 

Risk Limiting 

Franchise Risk Averse AISL’s business growth strategy and long-term sustainability depends 

upon the protection of its franchise and doing the right thing by 

customers. AISL actively seeks to reduce risks that materially impair its or 

the Aviva Group’s reputation and always seek to ensure that customers 

are treated with integrity. 

Climate Risk Averse A Group climate risk preference has been developed and a “Risk Averse” 

preference was set and approved by the Group and subsequently also 
adopted by UKLH. The preference states that Aviva seeks to reduce 

exposure to a transition to a low carbon economy and associated litigation 

and to limit our net exposure to the more acute and chronic physical risks 

that will occur in the event the Paris Agreement target is not met. AISL will 
adopt the same “Risk Averse” preference although significant embedding 

of targets, metrics and policy will be required to bring this risk preference 

to life. 



 

Market 

Risks 
Credit Risk Seeking Credit risk already dominates the balance sheet and increasing our 

exposure to credit risk is necessary to make the most of this growth 

opportunity. The proposal is to combine the current preferences (liquid 

and illiquid) as the attractiveness of different credit assets is a function of 
price, credit risk and the capital requirements which are all fluid and time 

dependent. The 55% illiquid asset limit for annuities, Strategic Asset 

Allocation and Credit Risk Appetites give more granular guidance on 

managing the split. 

Equity Risk Limiting Direct equity is unlikely to be attractive and AISL does not have a 

competitive advantage. This is balanced with the desire to continue to 

grow unit linked business and other return seeking alternatives which 

inherently contains equity risks. 

Insurance 

Risks 
Persistency Risk Seeking AISL accepts increasing relative exposure because of its new business 

strategy as well as to continue offering attractive flexible products to its 

customers. Typically, not a sustainable source of return hence AISL will 
continue to practice good risk management to control it wherever 

commercially practical. 



 

 

 

 



 

 

 

 



 

 



 

 



 

 



 


