will enable them to arrive at intelligent
decisions on matters that require their
approval;
4. Attend all Board meetings except for
justiﬁable causes; and
5. Prepare and submit all necessary
documents and certiﬁcations as may be
required by laws and regulations.

Risk Management
Delivering on our mission “Decisions made
easier. Lives made better”, our ambition is
to transform into the most digital,
customer-centric global company in our
industry, while delighting our customers,
engaging our employees, and delivering
superior returns for our shareholders. The
activities required to achieve these results
involve elements of risk taking.
Our approach to risk management is
governed by our Enterprise Risk
Management (“ERM”) Framework. This
framework provides a structured approach
to implementing risk taking and risk
management activities across the
enterprise, supporting our long-term
revenue, earnings and capital growth
strategy. It is communicated through risk
policies and standards, which are intended
to enable consistent design and execution
of strategies across the organization. We
have a common approach to managing all
risks to which we are exposed, and to
evaluating potential directly comparable
risk-adjusted returns on contemplated
business activities. Our risk policies and
standards cover:
• Risk roles and authorities – Assignment
of accountability and delegation of
authority for risk oversight and risk
management, as well as accountability
principles;
• Governance and strategy – The types and
levels of risk the Company seeks given its
strategic plan, the internal and external
environment, and risk appetite which drives
risk limits and policies;
• Execution – Risk identiﬁcation,
measurement, assessment and mitigation

which enable those accountable for risks to
manage and monitor their risk proﬁle; and
• Evaluation – Validation, back testing and
independent oversight to conﬁrm that the
Company generated the risk proﬁle it
intended, root cause analysis of any notable
variation, and any action required to
re-establish desired levels when exposures
materially increase to bring exposures back
to desired levels and achieve higher levels
of operational excellence.
Our risk management practices are
inﬂuenced and impacted by external and
internal factors (such as economic
conditions, political environments,
technology and risk culture), which can
signiﬁcantly impact the levels and types of
risks we might face in pursuit of
strategically optimized risk taking and risk
management. Our ERM Framework
incorporates relevant impacts and
mitigating actions as appropriate.

Three Lines of Defense Model
A strong risk culture and a common
approach to risk management are integral
to Manulife’s risk management practices.
Management is responsible for managing
risk within risk appetite and has established
risk management strategies and monitoring
practices. Our approach to risk management
includes a “three lines of defense” governance
model that segregates duties among risk
taking activities, risk monitoring and risk
oversight, and establishes appropriate
accountability for those who assume risk
versus those who oversee risk.
Our ﬁrst line of defense includes the Chief
Executive Oﬃcer (“CEO”) and Function
Heads. The Chief Executive Oﬃcer is
ultimately accountable for our business
results, the risks we assume to achieve
those results, and for the day-to-day
management of the risks and related
controls, and the Function Heads are
accountable for the management of the
risks and related controls for their function.
The second line of defense is comprised of
the Company’s Head of Risk Management,
the Risk Management function, the
Company’s Chief Compliance Oﬃcer and the

Compliance function, and other oversight
functions. Collectively, this group provides
independent oversight of risk taking and
risk management activities across the
enterprise. Risk oversight committees,
through broad-based membership, also
provide oversight of risk taking and risk
management activities.
The third line of defense is Audit Services,
which provides independent, objective
assurance that controls are eﬀective and
appropriate relative to the risk inherent in
the business and that risk mitigation
programs and risk oversight functions are
eﬀective in managing risks.

framework is assessed against a set of
qualitative and quantitative indicators and
regularly reported to the Board and senior
management, with the intent to continuously
identify opportunities to increase risk
awareness across the Company.
We believe that risk culture is strengthened
once desired organizational behaviors and
attitudes are reinforced through eﬀective
application of our corporate values. As
such, we communicate key elements of our
values through a risk lens to build a strong
risk aware culture, including:

compliance functions, serves as the conduct
review committee, reviews our compliance
with legal and regulatory requirements and
oversees the performance, qualiﬁcations
and independence of our external auditors.
• Nomination and Remuneration Committee
– Oversees our human resources strategy,
policies, programs, management
succession, executive compensation, and
pension plan governance.

• Related Party Transactions Committee –
Oversees transactions among the Company,
reviewing and approving before any such
material transactions may be entered into,
and that such transactions are conducted at
• Transparency – Encourage an environment arm’s length.
where we can get it done together by openly
The CEO is directly accountable to the
discussing the strengths, weaknesses and
Risk Culture
potential range of outcomes of an issue,
Board of Directors for our results and
proposal or initiative and making informed operations, and all risk taking activities and
To enable the achievement of our goals and decisions. Escalate issues before they
risk management practices required to
become signiﬁcant problems.
strategies, we are committed to a set of
achieve those results. The CEO is supported
shared values, which reﬂect our culture,
• Risk appetite – Once we have assessed a by the Head of Risk Management as well as
inform our behaviors, and help deﬁne how
by the Executive Risk Committee (“ERC”).
risk or situation, establish a risk appetite
we work together:
and own that decision. Establish
Together, they shape and promote our risk
appropriate limits and associated delegated culture, guide risk taking throughout our
• Obsess about Customers – Predict their
authority so we can conﬁdently execute our
operations and strategically manage our
needs and do everything in your power to
strategy within our risk appetite.
overall risk proﬁle. The ERC, along with
satisfy them.
other management risk oversight
• Learn – Use mistakes and failures as
• Do the Right Thing – Act with integrity and learning moments and share what was
committees, establishes risk policies,
learned; think big by sharing beyond teams guides risk taking activity, monitors
do what we say.
and business units. Seek out lessons
learned from throughout the organization in signiﬁcant risk exposures and sponsors
• Think Big – Anything is possible. We can
order to continuously improve and grow our strategic risk management priorities
always ﬁnd a better way.
business the right way.
throughout the organization.
• Get it Done Together – We’re surrounded
by an amazing team. Do it better by working • Incentives – Align personal incentives with The Risk Management function, under the
our goals and how we want to execute our
direction of the Head of Risk Management,
together.
plan. When things go wrong, share our
establishes and maintains our ERM
• Own it – Feel empowered to make decisions humanity by planning our reaction and
Framework and oversees the execution of
maintaining a supportive environment to
and take action to deliver our mission.
ensure appropriate incentives for continued individual risk management programs
across the enterprise. Risk Management
• Share your Humanity – Build a supportive, transparency and lessons learned.
seeks to ensure a consistent enterprise-wide
diverse and thriving workplace.
Risk Governance
assessment of risk, risk-based capital and
risk-adjusted returns across all operations.
Risk Culture Vision
The Board of Directors oversees the
Company’s culture of integrity and ethics,
The ERC approves and oversees the
Within this context, we strive for a risk
strategic
planning,
risk
management,
and
execution of the Company’s enterprise risk
aware culture, where individuals and groups
corporate governance, among other things. management program. It establishes and
are encouraged, feel comfortable and are
The Board of Directors directly oversees the presents for approval to the Board of
proactive in making transparent, balanced
management of our principal risks, and our Directors the Company’s risk appetite and
risk-return decisions that are in the
programs, policies and procedures to manage enterprise-wide risk limits and monitors our
long-term interests of the Company.
those risks. The Board also oversees risks
overall risk proﬁle, including key and emerging
through its three standing committees:
risks and risk management activities. As part
Risk Culture Framework
of these activities, the ERC monitors
• Audit Committee – Oversees internal
We have set a framework of desired behaviors control over ﬁnancial reporting and our
material risk exposures, endorses and
to foster a strong risk aware culture. The
ﬁnance, actuarial, internal audit and global reviews strategic risk management

priorities, and reviews and assesses the
impact of business strategies, opportunities
and initiatives on our overall risk position.
The ERC is supported by a number of
oversight sub-committees including:
• Product Steering Committee - Oversees
insurance risk and reviews risks in new
products. Also monitors product design,
new product pricing, and insurance risk
exposures and trends.

We aim to only accept risks we can
appropriately analyze and monitor. Risk
management is an important factor in
determining the success of our Company by
providing a framework to mitigate
exposures within the risk appetite and
eﬀectively deploying our capital towards
appropriate risk/return proﬁles. As an
integrated component of our business
model, risk management assists the
Company in achieving our objectives and
encourages organizational learning.

• Asset Liability Committee – Oversees
market and liquidity risk for insurance
products, hedging, and asset liability
Risk Appetite Statements
management programs and strategies. Also
monitors market risk proﬁle, risk exposures,
At least annually, we establish and/or
risk mitigation activities and compliance
with related policies.
reaﬃrm that our risk appetite and the
Company’s strategy are aligned. The risk
Risk Appetite
appetite statements provide ‘guideposts’ on
our appetite for identiﬁed risks, any
The Company’s strategic direction drives
overall risk appetite. All risk taking activities conditions placed on associated risk taking
and direction for where quantitative risk
are managed within the Company’s overall
risk appetite, which deﬁnes the amount and limits should be established. The Company’s
risk appetite statements are as follows:
types of risks the Company is willing to
assume in pursuit of its objectives. It is
comprised of three components: overall risk
taking philosophy, risk appetite statements,
and risk limits and tolerances.

Risk Philosophy
When making decisions about risk taking
and risk management, the Company places
a priority on the following risk management
objectives:

operational risks are an inherent part of the
business when managed with thresholds
and tolerances of key risk indicators and will
protect its business and customers’ assets
through cost-eﬀective operational risk
mitigation; and
• Manulife Philippines expects its oﬃcers
and employees to act in accordance with
the Company’s values, ethics and standards;
and to enhance its brand and reputation.

Risk Limits and Tolerances

Risk limits and tolerances are established
for risks within our risk classiﬁcation
framework that are inherent in our
strategies in order to deﬁne the types and
amount of risk the Company will assume.
Risk tolerance levels are set for risks
deemed to be most signiﬁcant to the
Company and are established in relation to
economic capital, earnings-at-risk and
regulatory capital required. The purpose of
risk limits is to cascade the total Company
risk appetite to a level that can be
• Manulife Philippines accepts a total level eﬀectively managed. Manulife establishes
of risk that provides a very high level of
stand-alone risk limits for risk categories to
conﬁdence to meeting customer obligations avoid excessive concentration in any
while targeting an appropriate overall
individual risk category and to manage the
return to shareholders over time;
overall risk proﬁle of the organization.
• Manulife Philippines targets to be in line
with its peers in terms of ﬁnancial strength;

• Manulife Philippines values innovation
and encourages initiatives intended to
advance the ambition to be a digital
• Safeguarding the commitments and
expectations established with our customers, customer-centric market leader;
creditors, shareholders and employees;
• Capital market risks are acceptable when
they are managed within speciﬁc risk limits
• Supporting the successful design and
and tolerances;
delivery of customer solutions;
• Prudently and eﬀectively deploying the capital • Manulife Philippines believes a diversiﬁed
invested in the Company by shareholders with investment portfolio reduces overall risk
and enhances returns; therefore, it accepts
appropriate risk/return proﬁles;
credit and alternative long-duration asset
• To invest wealth and asset management’s related risks;
customer assets consistent with their objectives,
• Manulife Philippines pursues product
including investment risks and returns;
risks that add customer and shareholder
• Protecting and/or enhancing the
value where there is competence to assess
Company’s reputation and brand; and
and monitor them, and for which
appropriate compensation is received;
• To maintain the Company’s targeted
• Manulife Philippines accepts that
ﬁnancial strength rating.

Risk Identiﬁcation, Measurement
and Assessment
We have a common approach and process
to identify, measure, and assess the risks
we assume. We evaluate all potential new
business initiatives, acquisitions, product
oﬀerings, reinsurance arrangements, and
investment and ﬁnancing transactions on a
comparable risk-adjusted basis. Functional
groups are responsible for identifying and
assessing key and emerging risks on an
ongoing basis. A standard inventory of risks
is used in all aspects of risk identiﬁcation,
measurement and assessment, and
monitoring and reporting.
Risk exposures are evaluated using a variety
of measures focused on both short-term net
income attributed to shareholders and
long-term economic value, with certain
measures used across all risk categories,
while others are applied only to some risks

or a single risk type. Measures include stress tests such as
sensitivity tests, scenario impact analyses and stochastic scenario
modeling. In addition, qualitative risk assessments are performed,
including for those risk types that cannot be reliably quantiﬁed.

audits of risk controls and risk management programs to the
Audit Committee quarterly. Management reviews the
implementation of key risk management strategies, and their
eﬀectiveness, with the Board annually.

We perform a variety of stress tests on earnings, regulatory capital
ratios, economic capital, earnings-at-risk and liquidity that
consider signiﬁcant, but plausible, events. We also perform other
integrated, complex scenario tests to assess key risks and the
interaction of these risks.

Risk Control and Mitigation

Economic capital and earnings-at-risk provide measures of
enterprise-wide risk that can be aggregated and compared across
business activities and risk types. Economic capital measures the
amount of capital required to meet obligations with a high and
pre-deﬁned conﬁdence level. Our earnings-at-risk metric measures
the potential variance from quarterly expected earnings at a
particular conﬁdence level. Economic capital and earnings-at-risk
are both determined using internal models.

Risk Monitoring and Reporting
Under the direction of the Head of Risk Management, the Risk
Management function oversees a formal process for monitoring
and reporting on all signiﬁcant risks at the Company-wide level.
Risk exposures are also discussed at various risk oversight
committees, along with any exceptions or proposed remedial
actions, as required.
On at least a quarterly basis, the ERC and the Board reviews risk
reports that present an overview of our overall risk proﬁle and
exposures across our principal risks. The reports incorporate both
quantitative risk exposure measures and sensitivities, and
qualitative assessments. The reports also highlight key risk
management activities and facilitate monitoring compliance with
key risk policy limits.
Our Chief Financial Oﬃcer reports the compliance of the Company
to the Insurance Commission’s Risk-Based Capital Ratio and
Risk-Based Capital Requirement to the Board of Directors
quarterly. The Head of Audit Services reports the results of internal

Risk control activities are in place throughout the Company to
seek to mitigate risks within established risk limits. We believe our
controls, which include policies, procedures, systems and
processes, are appropriate and commensurate with the key risks
faced at all levels across the Company. Such controls are an
integral part of day-to-day activity, business management and
decision making.
The Risk Management function oversees implementation of formal
review and approval processes for product oﬀerings, insurance
underwriting, reinsurance, investment activities and other material
business activities, based on the nature, size and complexity of
the risk taking activity involved. Authorities for assuming risk at
the transaction level are delegated to speciﬁc individuals based on
their skill, knowledge and experience.

Emerging Risks
The identiﬁcation and assessment of our external environment for
emerging risks is an important aspect of our ERM Framework, as
these risks, although yet to materialize, could have the potential
to have a material impact on our operations and/or business
strategies. We also consider taking advantage of opportunities
identiﬁed to improve our competitiveness and ultimately our
ﬁnancial results.
Our Emerging Risk Framework facilitates the ongoing
identiﬁcation, assessment and monitoring of emerging risks, and
includes: maintaining a process that facilitates the ongoing
discussion and evaluation of potential emerging risks with senior
business and functional management; reviewing and validating
emerging risks with the ERC; creating and executing on responses
to each emerging risk based on prioritization; and monitoring and
reporting on emerging risks on a regular basis to the Board.

