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Insurers see more demand from banks for
cover against cyber attacks, rogue staff

REUTERS, London

Banks are increasingly turning to insurance to
protect their capital from “operational risks”
like cyber attacks and rogue traders, and insurers
say they can help safeguard lenders by providing
an extra layer of expertise.

After a spate of expensive court cases and IT
outages, banks including Credit Suisse,
Deutsche Bank and Lloyds are looking for ways
to mitigate the costs of such episodes by taking
out insurance.

Most such insurance contracts are arranged
privately and the details never publicized. But
the practice gained new attention last year, when
Credit Suisse sold a 220 million Swiss franc
bond tied to its operational risk.

Buyers were given generous coupons of more
than 4 percent, but could lose their investment if
the bank is hit with charges from employee
malfeasance, cyber attack or other issues.

The bond was linked to coverage provided by
Zurich Insurance, which said it was seeing grow-
ing interest in operational risk policies, due to
the rising frequency and severity of such risks.

Banks were “interested in de-risking their
balance sheets by transferring a portion of their
operational losses and so mitigating the impact
on equity capital,” a Zurich spokesman said by
email.

As with all insurance, there can be a risk of
“moral hazard”, with banks that offload some of
their risk becoming laxer about their own con-
trols, said Domenico del Re, director at consul-
tants PwC. Smaller financial firms in particular
might prefer to buy insurance than spend much

greater sums on risk management, he added.

But he said insurers can also help cut those
risks by scrutinizing firm's controls closely.

“Insurers are getting more and more sophisti-
cated as risk management partners,” he said. "If
you think of the parallel with fire risk, by helping
companies getting advice on where sprinklers
should located, the same is happening with
cyber: where insurers are linking up with IT and
cyber specialists.”

Insurers are employing risk specialists with
experience at major banks to help assess the
practices of the financial institutions they cover,
said Angelos Deftereos, senior underwriter for
operational risk at XL Catlin.

He cited his own background as an example:
"Before joining XL Catlin, I was responsible for
implementing the operational risk framework at
the asset management division of Morgan
Stanley. So I have an insight into these risks as
well as how they are managed/controlled.”

The Basel Committee on Banking
Supervision defines operational risk as “the risk
of loss resulting from inadequate or failed inter-
nal processes, people and systems or from exter-
nal events”.

It can include cyber attacks, general IT out-
ages, rogue traders and financial fraud, and is
one of the risk areas against which banks need to
set aside regulatory capital, along with market
and credit risk.

Regulators permit the largest banks to use
insurance to reduce the their capital buffers for
operational risk by up to 20 percent, although
this might change: the Basel Committee that sets
global rules has yet to release the results of a

consultation on the issue last year,

Banks first started to look at operational risk
insurance before the financial crisis struck a
decade ago. Their interest has renewed in the
past year, insurers say.

“The crisis is over, banks are getting back to
fundamentals and now it's back in focus,” said
Mark Fellows, financial institutions manager at
LIS insurer AlIG.

Major cyber attacks “"WannaCry" and
"NotPetya” earlier this year have driven more
interest. There has been rising demand for oper-
ational risk insurance from banks in Britain,
continental Europe, Australia and other parts of
the developed world, brokers and insurers say.

Banks can buy insurance against different
aspects of operational risk, such as property,
cyber or professional indemnity, but an
umbrella policy fits more closely with their
needs, they add.

Paul Search, financial institutions practice
leader at Willis Towers Watson, said the insur-
ance “can cover the whole spectrum of opera-
tional losses incurred by a bank,” in contrast to
traditional insurance, "which remains siloed,
risk type by risk type”.

Siobhan O'Brien, managing director, finan-
cial and professional practice at broker Marsh
UK, said banks could typically buy operational
risk insurance to cover three different aspects of
operational risk for a total cover of up to %1
billion, from a range of insurers.

Deutsche and Lloyds are among major banks
that have said in company statements that they
use operational risk insurance. Both declined to
comment.
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Rakib Ahmed and Mohit
Chakraborty, brand
managers of Vision
Electronics, a brand of
RFL Electronics, pose
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along with winners of a
selfie contest of Vision
Electronics titled “lend
a hand” at a programme
at Pran-RFL Centre in
Dhaka last week.

YisiaM

Irvbvargd Cpaphad

RFL GROUP

el faee wifefae (o e ar smfeTs, G
T ST M2-0bb/009

ra

O[T

FHEl, C(Ge- AU |

DI |

CSEOINS, (EEl-BIFT |

ST AW FEeS TN NS 38%

qreETITwl e A ey,
eETITA* (BTSHTN5 92 fae,
AT FET-b AEes rifefae, ore- 7, BT |

-
S | Gt AT B0 (R EOES fo, &S @re, *feshe, ared ol dF-

2| TEE (S€8) e A wEw, Prol-ye qwe N, [IEa cAfavEe, et
AT 26 (FT GO e, FEreTet @re, =fEFha, J@reT FHAl, -l (-
e | e #AE *(foie FCAH (ST TE), qo, GHEAD @C, -CITIS, (Sl

o | S gl @0, w8 To g 3, SAfTees, I aaE 20 (@ Chltaa
fers, FIEITel @Me, *fEFHa, J@re F9 1, LA-F9Q1, (G- A | S AT *(fo2
FACAF (S 1), 0, GTRCAT @S, A-CSENS, (F-5F |

8 | T wAltem Sre[, - Ted I AEW, AREEE, GEe qed @t @
CoIaE forg, GEIRT ArEE 20 (F1E @EOES s, FIErArel @re, *ifegta, J@res Fa,
F-FH!, (G- TCNE | S A =(fofe FACLAH (ST ©F), o, QTHCAD @re, -

QR FE AGECTT SASd Gy S ABCO0E (7, Sr@res wifFeed Wt 23re
FAAREFA/CEWE TTFT QA 5.55.08,000/= FIF (03/5d/200532 SIfrd TR
A AW ¢ TIqery 496 7T wawiead fafirs e
orhE affe w=ifs e e o 993 (eima 796 2300 wa9q o=
Ffarere | SR @ @emaE ww [wle 72 SR e Ae a1 v Fete
SRS (e (@Sl AW, FEE, aWe we wew ¢ Y G2 WD 26 % THEred e
forfrr Az wrefae cizage Gom WA w4 AECS0R | WA 2W/v/> 932 ©IfFd g
2:00 ALFE WY 7 TG TRT ATEF TaWlel THe ve S do (W &%) Gl
230F ©EF 0%, W W Y0,00,000/= (W* %) GIF AT 4P G2 W
€0,00,000(= (AL TF) GIFT 23T TIF 3¢% IR TS Wd ¢0,00,000/- (P
%) BIPl S Sf4 23061 ©2A Yo% a9 AN BIF SINTe FH IjeF GIHo
(ST AMIECSd S na-tad ARe wifde S | wao@ Famfa e qaa s
fecr cafergies et fdfas e st fdfre s$ersr F0 @@ we
IR SfECS 220 | TH do,00,000/= (T %) BIFE THe Ad 2C 2399 “EEl 0o
(fe*) =T 04T, d0,00,000/= (W #F) BIF[ SCF A4F G2 TTH ¢0,00,000/-
(A=l =) DI Tre Wid j2i® 23919 “A9S! wo (F16) e Way @ ¢o,00,000/=
(e ) BIFE WS TEe we RS 23d@ el vo (FH3I) MErE Wy wamret
e e Sifarery S 3 ozl Ffare I 230 AWEe GINECes Gl JEHE
farae | Trgey wamrerd waazrels el simrered faraser st |
YR Wife @i e Tifeq sohe “3”

----------- elf e fAifEsie |

YOl |

fEfe-yars

ferel- qreir, AI-(FTSAE, GST-a74, (F9s 92-b8, 37,99 4feq= 72 Y049, d0qd,
Soby, @@ AfSTR Fe-b-8Y, BT, @9 € @, @ Wie M2->q0, TF AT 33 *S1en |
G, @ YT Te-5b, 7, @7 € @7, @ W9 712 398, Tig “Afawier 28°/ *Sier=7 FCe
SC [ FToTe | @7, @ AfeTT M-dodb, 1, @ @ @A, @ A W-dqe, TG SAfFw 29
(TS Wel* GFT fo AT (6 Gig Afqwre ¢8°/,<reie arzg [reEr Afege -

ieHe (o e
9« WWETS, B

Robi Q2 revenue up 8.6pc

FROM PAGE Bl

The carrier's continued investment and efficient integra-
tion of the Robi and Airtel networks have enabled it to
offer strong coverage, both indoor and outdoor, with
expanded data capabilities for subscribers, he said.

“The positive customer feedback received to this
effect works as a source of inspiration as we sustain our
efforts to offer a complete set of digital lifestyle ser-
vices for our customers.”

During the second quarter, it continued to bring
the most innovative and affordable product offers in
the market, he said.

Robi introduced the first Islamic mobile package of
the country, “Noor”, offering special call rates and
attractive Islamic value-added services.
launched an e-shop to offer best smartphone deals.

But the continued investment in network expan-
sion and the unchanged tax regime means Robi Axiata
is bracing itself for a dismal financial performance at
the end of the year, the statement said.

Although it translated into revenue growth for both
voice and data service, the hefty investment for post-
merger network expansion and heavy tax burden left
the newly-merged Robi with a slim profit margin.

During the quarter, the company contributed Tk
790 crore -- which is 46.8 percent of its revenue -- to
the government exchequer.

“This narrative of Robi's business again highlights
the perils of a high taxation regime in the industry,”
the statement added.

Govt to import 2.5
lakh tonnes of rice

FROM PAGE B1
This is 11 lakh tonnes more than the government's
earlier projected food import volume of 9 lakh tonnes.

Over the past two months, the cabinet approved
proposals to float tender to import 3.5 lakh tonnes of
rice. Yesterday, the cabinet also approved the import of
1.38 lakh barrels of octane from Indonesia's state
agency PT Bumi Siak Pusako Zapin under a govern-
ment-to-government arrangement at a premium of
$4.55 per barrel.

The committee also approved a proposal to import
LNG from Qatar and gave the go-ahead to purchase
electricity from a number of private power plants.

United Enterprise will set up a 115-megawatt die-
sel-based power plant in Jamalpur district. The gov-
ernment will buy electricity from the plantat Tk 8.73 a
kilowatt hour.

Besides, the tenure of two existing power plants was
extended by five years. During the extended period,
the government will buy electricity at Tk 2.51 per kWh
from Ashuganj 55MW plant owned by Precision
Energy Ltd. Earlier the tariff was Tk 2.91.

The government will pay Tk 11.53 per kWh to buy
power from 100MW Powerpac-Mutiara Keraniganj
Power Plant Ltd.

It has also

Regent takes Dash-8 oft
Dhaka- Chlttagong route

STAR BUSINESS DESK

Regent Airways yesterday announced scrap-
ping Dash-8 flights and continuing only
that of Boeing 737 on the Dhaka-
Chittagong route.

Moreover, the first of the four daily flights
will leave Dhaka at 8:30am instead of
8:00am. The changes came into effect from
Monday, said the airline in a statement.

The remaining flights remain unchanged
at 7:00pm, 8:00pm and 9:15pm along with
return ones at 8:15am, 9:45am, 12:30pm
and 9:10pm.

The airline runs an additional flight
every Sunday, Tuesday, Thursday and
Friday, taking off from Dhaka at 9:20am

Regent from now on will run only Boeing 737
flights on the Dhaka-Chittagong route.

and from Chittagongat 4:35pm.

Citibank Bangladesh wins
digital banking award

STAR BUSINESS DESK

Citibank NA Bangladesh has recently won
the Global Finance Magazine country award
for excellence in digital banking in corpo-
rate and institutional segments of the mar-
ket for the tenth consecutive year.

Citi also swept the country awards for
Australia, Hong Kong, India, Indonesia,
Kazakhstan, Malaysia, New Zealand,
Pakistan, Singapore, South Korea, Sri Lanka,
the Philippines, Thailand, and Vietnam.

In the category for the world's best corpo-
rate/institutional digital banks in Asia Pacific,
Citi won in five regional sub-categories in
2017: the most innovative digital bank, the
best online cash management, the best
online treasury services, the best in mobile
banking and the best mobile banking app.

“We are honoured to be recognised by
Global Finance for our excellence in digital
banking for corporate and institutional
clients,” said Rajesh Mehta, Citi's Asia

Pacific head for treasury and trade solutions,
In a statement.

“Being truly digital is fundamental to our
strategy. We continuously invest in the next
generation of technology, intuitive user
interfaces and advanced online analytics,
and are early adopters in exciting areas such
as robotics, predictive analytics, block chain
distributed ledger technologies, and digital
identity solutions,” he said.

Moinul Huq, head of treasury and trade
solutions of Citi Bangladesh, said Citi pio-
neered digital banking in Bangladesh and
the ten consecutive Best Digital Bank awards
signifies Citibank's stronghold in this cru-
cial segment.

“Digital Banking has transformed the
way most businesses operate and Citibank
has been paving the way with continued
investment in technology and best-in-breed
systems for designing innovative solutions
that meet clients' evolving treasury manage-
ment and trade needs.”

Private credit growth hits five-year high

FROM PAGE B1
Credit growth remained above 15 percent
throughout 2016, when lending rate was 10
to 11 percent.

The lending rate in the banking sector
came down to 9.56 percent in June this

year, making credit affordable to borrow-
ers.

Though private sector saw remarkable
credit growth, public sector borrowing
remained 15.32 percent in the negative
against the monetary target of 3.80 percent.
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