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Risk management
As a financial
services group,
effective risk
management
and control are
essential for
sustainable and
profitable growth.
Pillar 3 risk management
report for the period
ended 31 December 2018

Risks exist when a decision or action has an uncertain outcome that
could impact our performance. They arise for a variety of reasons,
including external events (economic shifts and regulatory change)
and internal events (system failure or poor sales practices). We take
select risks, such as lending money to a customer after appropriate
consideration. We use a risk management framework to set a balanced
risk appetite that takes into account the operating environment and
our strategy. The framework sets out activities, tools, techniques and
practices to (i) comply with regulatory frameworks and (ii) identify
and manage material risks. It also ensures appropriate responses that
protect Absa and our stakeholders. It is essential that business plans
are supported by an effective risk management framework to allow us
to grow sustainably and responsibly.
Risk strategy and appetite
The Group’s strategy is set within the parameters of an agreed risk
appetite with our risk strategy being developed alongside the Group’s
strategy. Our risk appetite defines the nature and extent of risk the Group
is willing to take to achieve strategic objectives.

Nine principal risks
Financial

Non-financial

Credit
Market
Treasury
Insurance

Operational
Model
Reputation
Conduct
Legal

Risk operating model
We apply a three lines of defence model to govern risk across all businesses and functions.
1st line
Process and control
owners in customer facing
segments and Group
functions which are
responsible for managing
end-to-end risks
and controls in
their businesses.

2nd line
Independent risk,
compliance, legal and
control functions which
formulate risk and control
policies, and review the
first line’s adherence
to these.

3rd line
Internal audit function
test and review controls
to determine that the first
and second lines execute
their responsibilities
effectively and
consistently.

Risk management framework
Our approach to managing risk is outlined in the Enterprise Risk
Management Framework which is underpinned by the following
foundations:

1

A robust and consistent governance structure at Group, country
and business level.

2

Well defined material risk categories known as principal risks.

3

A three lines of defence model with clear accountability for
managing and overseeing.

4

A comprehensive process to evaluate, respond and monitor risks.

5

A robust risk operating model which provides clear roles
and responsibilities.
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Evaluate, respond, monitor
This is a structured and practical risk management approach to identify and assess the risk,
determine the appropriate response, and then monitor the effectiveness of the response and the
changes to the risk profile.
Evaluate

Respond

Monitor

Individuals, teams and
departments, including
those responsible for
delivering the objective
under review, identify
and assess the
potential risks.

The appropriate risk
response ensures that
risks are managed within
risk appetite. This includes:
• risk mitigation;
• risk transfer; and
• ceasing certain
activities.

Ensure that risk profiles
remain within agreed
appetite levels, verify that
controls are working
as intended, and challenge
or promote re-evaluation
of the risks.

