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Disclosure Statement at 31st December 2025 
 

This disclosure statement is prepared in accordance with the requirements under the Insurance 
(Valuation and Capital) Rules and the Insurance (Public Disclosure) Rules.  
 
1 Company profile  

 
(a) Authorized insurer’s name 

Allied World Assurance Company, Ltd 

 
(b) Nature of the business, and places of business operations 

Allied World Assurance Company, Ltd (Hong Kong Branch) (the “Branch”) is 
registered with the Insurance Authority as a direct insurer to carry on all classes 
of general insurance business in Hong Kong.  The Branch’s activities consist 
mainly of direct business, with its principal lines of business comprising of the 
following: 
 
 Employees’ Compensation 
 Motor Vehicle 
 General Liability 
 Property Damage 
 
The Branch’s principal place of business is Hong Kong, and the majority of its 
business is sourced from Hong Kong. 
 
The business profile remained materially unchanged during the financial year 
ended 31st December 2025, except for the addition of a mortgage insurance line 
of business. 

 
(c) Description of corporate structure  

The Branch is a branch of Allied World Assurance Company, Ltd, which is 
incorporated in Bermuda with limited liability.  Allied World Assurance 
Company, Ltd is wholly owned by Allied World Assurance Company Holdings, 
Ltd, which is incorporated in Bermuda.  The ultimate parent company of Allied 
World Assurance Company, Ltd is Fairfax Financial Holdings Limited, which is 
incorporated in Canada and is listed on the Toronto Stock Exchange.  

 
2 Corporate governance framework  

The Board of Directors (the “Board”) of Allied World Assurance Company, Ltd is 
comprised of four executive directors and one independent non-executive director.  As 
part of the Allied World group of companies, the Board is subject to the Allied World 
group’s corporate governance framework and Code of Business Conduct and Ethics. In 
addition, as part of the Fairfax group of companies, the Board is subject to the 
corporate governance framework and the Code of Business Conduct and Ethics of the 
Fairfax group of companies. 
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3 Financial position  
 

(a) Balance sheet determined under the Insurance (Valuation and Capital) Rules 

 
(Unit: in HKD 
thousands) 

As at 31st December 2025 As at 31st December 2024 

Total 
Long term 
business 

 

Of which 
belongs to: 
long term 
business –

participating 
business 

General 
business 

Shareholders’ 
fund (if 

applicable) 
Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business –

participating 
business 

General 
business 

 

Shareholders’ 
fund (if 

applicable) 

Total assets 3,062,304 - - 3,062,304 - 2,851,145 - - 2,851,145 - 
Cash and 
deposits 

180,853 - - 180,853 - 120,361 - - 120,361 - 

Debt 
securities 

2,384,063 - - 2,384,063 - 2,231,915 - - 2,231,915 - 

Equities 
(including 
portfolio 
investments) 

815 - - 815 - 528 - - 528 - 

Derivative 
financial 
instruments 

- - - - - - - - - - 

Properties - - - - - - - - - - 
Loans and 
advances 

- - - - - - - - - - 

Reverse 
repurchase 
agreement 

- - - - - - - - - - 

Other 
financial 
assets 

197,830 - - 197,830 - 185,495 - - 185,495 - 

Policyholder’s 
account assets 
in respect of 
unit linked 
products or 
retirement 
scheme 

- - - - - - - - - - 

Reinsurance 
assets 

256,755 - - 256,755 - 243,857 - - 243,857 - 

Tax assets - - - - - - - - - - 
Other assets 41,988 - - 41,988 - 68,989 - - 68,989 - 

Total 
liabilities 

1,636,884 - - 1,636,884 - 1,650,342 - - 1,650,342 - 

Insurance 
liabilities 

1,377,248 - - 1,377,248 - 1,388,684 - - 1,388,684 - 

Reinsurance 
liabilities 

- - - - - - - - - - 

Repurchase 
agreement 

- - - - - - - - - - 

Derivative 
financial 
instruments 

- - - - - - - - - - 

Other 
financial 
liabilities 

176,398 - - 176,398 - 167,654 - - 167,654 - 

Tax liabilities - - - - - - - - - - 
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(Unit: in HKD 
thousands) 

As at 31st December 2025 As at 31st December 2024 

Total 
Long term 
business 

 

Of which 
belongs to: 
long term 
business –

participating 
business 

General 
business 

Shareholders’ 
fund (if 

applicable) 
Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business –

participating 
business 

General 
business 

 

Shareholders’ 
fund (if 

applicable) 

Other 
liabilities 

83,238 - - 83,238 - 94,004 - - 94,004 - 

Net assets 1,425,420 - - 1,425,420 - 1,200,803 - - 1,200,803 - 

 
(b) Material change or other commentary on balance sheet items (if any) 

There was an increase of HK$152m in Debt Securities as at 31 December 2025 
compared with the prior year.  The increase was mainly driven by appreciation in 
market value and further investments in debt securities, financed by operating 
profits earned during the year. 

 
 
4 Investments  

 
(a) Assumptions and methods used for valuation of investments 

An external valuation of the investment portfolio is available.  
 

(b) Material change in assumptions and methods, or other commentary on investments (if 
any) 

Not applicable. 
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5 Insurance liabilities  
 

(a) Total insurance liabilities determined under the Insurance (Valuation and Capital) Rules   
 

Insurance Liabilities of General Business 
   

(Unit: in HKD thousands) As at 31st December 2025 
Direct insurance Reinsurance 

Total 
general 
business  

Accident 
and 

health 

Motor 
vehicle 

Marine, 
aviation, 

and 
transport 

Property 
damage 

Employees' 
compensati

on 

General 
liability 

Pecuniary 
loss 

Proportional 
Non-

proportional 

Total general insurance 
liabilities (gross of 
reinsurance)   

Not 
applicable 

Not 
applicabl

e 

Not 
applicable 

Not 
applicable 

Not 
applicable 

Not 
applicable 

Not 
applicable 

Not applicable 
Not 

applicable 
1,377,248 

Total general insurance 
liabilities excluding other 
general insurance liabilities 
(gross of reinsurance)   

22,388 240,994 2,553 251,834 378,562 325,920 18,611 136,386 - 1,377,248 

Outstanding claims liabilities 13,776 175,770 2,243 182,931 282,211 253,211 9,824 109,038 - 1,029,004 

Premium liabilities 5,928 46,462 56 55,800 58,097 39,817 7,057 16,594 - 229,811 

Margin over current estimate 
for outstanding claims 
liabilities 

1,668 13,660 245 8,832 29,291 26,408 918 9,428 - 90,450 

Margin over current estimate 
for premium liabilities 

1,016 5,102 9 4,271 8,963 6,484 812 1,326 - 27,983 

Total general insurance 
liabilities excluding other 
general insurance liabilities 
(net of reinsurance)   

22,000 194,876 2,537 131,011 375,775 284,587 13,848 95,859 - 1,120,493 
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(Unit: in HKD thousands) As at 31st December 2024 
Direct insurance Reinsurance 

Total 
general 
business  

Accident 
and health 

Motor 
vehicle 

Marine, 
aviation, 

and 
transport 

Property 
damage 

Employees' 
compensation 

General 
liability 

Pecuniary 
loss 

Proportional 
Non-

proportional 

Total general insurance 
liabilities (gross of 
reinsurance)   

Not 
applicable 

Not 
applicable 

Not 
applicable 

Not 
applicable 

Not applicable 
Not 

applicable 
Not 

applicable 
Not applicable Not applicable 1,388,684 

Total general insurance 
liabilities excluding other 
general insurance 
liabilities (gross of 
reinsurance)   

19,165 263,361 3,539 223,845 381,494 322,230 13,096 161,954 - 1,388,684 

Outstanding claims 
liabilities 

10,993 189,406 2,937 162,172 289,978 253,819 9,384 137,062 - 1,055,751 

Premium liabilities 5,856 53,432 246 48,896 53,223 36,370 2,411 12,033 - 212,467 
Margin over current 
estimate for outstanding 
claims liabilities 

1,329 14,886 320 8,524 30,099 26,168 937 12,018 - 94,281 

Margin over current 
estimate for premium 
liabilities 

987 5,637 36 4,253 8,194 5,873 364 841 - 26,185 

Total general insurance 
liabilities excluding other 
general insurance 
liabilities (net of 
reinsurance)   

18,707 212,934 3,472 121,726 378,377 278,346 11,063 120,202 - 1,144,827 
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(b) Assumptions and method used to derive the assumptions for determining insurance 
liabilities 
The insurance liabilities on both a gross and net of reinsurance basis have been 
determined in line with the Insurance (Valuation and Capital) rules, using 
standard actuarial methods as detailed below. 

All policy and claims data is split into valuation groups, based on internal 
departmental groupings and taking the homogeneity of risk and statistical 
credibility into account. An analysis is performed for each valuation group to 
determine the claim and premium liabilities, and this is then allocated to the Risk 
Based Capital (RBC) classes using appropriate allocation metrics such as earned 
premium or case reserves. The analysis is completed separately on a gross of 
reinsurance and on a net of reinsurance basis, and the Branch uses an accident 
year basis for the analysis, with earned premium used as an exposure metric.  

We set out the key assumptions below: 

 Actuarial Methods:  The Branch has used standard actuarial methods to 
project the ultimate claims, such as the Chain Ladder, Bornhuetter 
Ferguson and Expected Loss Ratio methods.  

 Initial Expected Loss Ratios (IELRs):  These are assessed using a 
combination of benchmarks and the Branch’s own experience. 

 Paid and Incurred Claim Development Patterns:  The patterns are mostly 
derived based on the Branch’s own experience of actual claim 
development in recent years.  In cases where the claim experience is 
limited or less relevant, benchmark patterns are considered.  

 Claim Handling Expense and Policy Administration Expenses:  These 
assumptions are derived following an expense analysis at the Branch 
level. 

 Risk Margins:  A review of the risk margins was undertaken using 
internal data from December 2024, and assumptions were maintained for 
the 2025 year end. 

 Discount Rates:  The Branch has used the HKD risk-free discount rates 
as provided by the Insurance Authority. 

 Cost of Future Reinsurance:  Where material, the Branch makes an 
allowance for the future cost of reinsurance that would be required to 
cover the existing premium liabilities, i.e., where the Branch purchases 
losses occurring during reinsurance and where the exposure continuing 
beyond the expiry of the current treaty is material. 
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(c) Material change in assumptions and methods used to derive the assumptions, or other 
commentary on insurance liabilities (if any) 

The methodology used to derive the assumptions for the 2025 year-end valuation 
is consistent with the methodology used for the previous year.  The IELR and 
claim development patterns assumptions are typically reviewed for 
appropriateness each year.  This year, there was a reduction in the gross and net 
IELR for casualty, and changes in the patterns across a small handful of classes. 
These were all due to updating the assumptions to better reflect the prior 
experience based on internal data.  

The claims handling expense assumption is the same as last year, while the 
policy administration expense assumption increased slightly.  The risk margin 
assumptions are the same as last year. 

Discount rates are lower since the previous valuation.  In both cases we have 
used the HKD risk-free discount rates provided by the Insurance Authority. 

In addition, mortgage insurance is a new valuation group this year, with new 
assumptions determined. 

 
 

6 Financial performance  
 

(a) Financial performance in total and at a segmented level, including premiums, 
investment returns and claims  

 
 

Performance Analysis on Premiums and Claims 

 

(Unit: in 
HKD 
thousands) 

For the financial year ended 31st December 2025 For the financial year ended 31st December 2024 

Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business – 

participating 
business 

General 
business 

 
Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business – 

participating 
business 

General 
business 

 

Gross 
premiums1 

819,488 - - 819,488 850,059 - - 850,059 

Regular 
premiums 

Not 
applicable - - 

Not 
applicable 

Not 
applicable - - 

Not 
applicable 

Single 
premiums 

Not 
applicable - - 

Not 
applicable 

Not 
applicable - - 

Not 
applicable 

Net 
premiums  

                                   
613,771  

 
- - 613,771 636,957 - - 636,957 

Regular 
premiums 

Not 
applicable - - 

Not 
applicable 

Not 
applicable - - 

Not 
applicable 

Single 
premiums 

Not 
applicable - - 

Not 
applicable 

Not 
applicable - - 

Not 
applicable 

 
1 For long term business, it refers to premiums received and receivable during the financial year.  For general business, 
it refers to written premiums. 
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(Unit: in 
HKD 
thousands) 

For the financial year ended 31st December 2025 For the financial year ended 31st December 2024 

Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business – 

participating 
business 

General 
business 

 
Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business – 

participating 
business 

General 
business 

 

Gross 
claims paid 

293,317 - - 293,317 388,259 - - 388,259 

Net claims 
paid  

236,054 - - 236,054 272,569 - - 272,569 

 
 

Performance Analysis on Investment Returns 

(Unit: in 
HKD 
thousands) 

For the financial year ended 31st December 2025 For the financial year ended 31st December 2024 

Total 
Long term 
business 

 

Of which 
belongs to: 
long term 
business – 

participating 
business 

General 
business 

 

Shareholders’ 
fund (if 

applicable) 
Total 

Long 
term 

business 
 

Of which 
belongs to: 
long term 
business – 

participating 
business 

General 
business 

 

Shareholders’ 
fund (if 

applicable) 

Investment 
returns 

137,294 - - 137,294 - 30,962 - - 30,962 - 

 
(b) Material change or other commentary on financial performance (if any) 

The increase in investment income is mainly due to the unrealized gain on 
investments arising from the decrease in Hong Kong government bond yields in 
2025. 
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(c) Underwriting Results for general business (for pricing adequacy disclosure purposes)  
 

Underwriting Results of General Business 

 

(Unit: in HKD thousands) For the financial year ended 31st December 2025 
Direct insurance Reinsurance 

Total 
general 
business 

Accident 
and 

health 

Motor 
vehicle 

Marine, 
aviation, and 

transport 

Property 
damage 

Employees’ 
compensation 

General 
liability 

Pecuniary 
loss 

Proportional 
Non-

proportional 

Gross premium 
27,317 185,065 611 130,627 262,813 144,015 20,024 49,016 - 819,488 

Net premium 
26,126 132,232 373 42,278 260,054 122,513 11,569 18,626 - 613,771 

Net undiscounted best estimate 
combined business results, 
relating to current year 

-5,706 -4,471 -41 -10,720 -18,979 -8,372 1,452 -652 - -47,489 

Net undiscounted best estimate 
combined business results, 
relating to prior year 

7,099 20,508 928 12,478 39,363 48,126 3,220 10,217 - 141,939 

Undiscounted underwriting 
results - profit / (loss) 1,054 17,263 962 1,450 21,192 39,514 4,691 12,155 - 98,281 

 
 
 
 
 
 

(Unit: in HKD thousands) For the financial year ended 31st December 2024 
Direct insurance Reinsurance 

Total 
general 

Business 

Accident 
and 

health 

Motor 
vehicle 

Marine, 
aviation, and 

transport 

Property 
damage 

Employees’ 
compensation 

General 
liability 

Pecuniary 
loss 

Proportional 
Non-

proportional 

Gross premium 
24,636 207,209 1,658 146,713 264,788 139,562 12,432 53,061 - 850,059 

Net premium 
23,442 143,058 667 51,924 261,325 115,381 9,644 31,516 - 636,957 

Net undiscounted best estimate 
combined business results, 
relating to current year 

1,750 -7,369 -230 11,601 -18,598 -10,188 998 12,371 - -9,665 



 

10 
Version: Jul 2026 
AWAC: 66665.2 

Net undiscounted best estimate 
combined business results, 
relating to prior year 

-5,981 11,570 1,788 28,041 40,412 44,358 3,975 5,001 - 129,164 

Undiscounted underwriting 
results – profit / (loss) -4,231 4,201 1,558 39,642 21,814 34,170 4,973 17,372 - 119,499 

 
(d) Material change or other commentary on underwriting results (if any) 

 The increase in gross premium for Pecuniary Loss in 2025 was due to the commencement of writing 
mortgage insurance business in the year. 

 The decrease in undiscounted underwriting profit for Property Damage was due to the decrease in net 
earned premium primarily arising from the deduction in exposure and the decrease in the release in net 
ultimate claims relating to prior accident years. 

 The increase in undiscounted underwriting profit for Motor Vehicle was mainly due to the favourable 
result arising from the release of claims reserves for prior accident years.  
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7 Capital adequacy  
 

(a) Prescribed capital amount at total level and risk capital amount (“RCA”) by sub-risk, 
determined in accordance with the Insurance (Valuation and Capital) Rules (without 
applying the transitional arrangement under Part 7 of the Insurance (Valuation and 
Capital) Rules)  

 
Prescribed Capital Amount 

 
(Unit: in HKD thousands) As at 31st December 

2025 
As at 31st December 

2024 
Market risk (diversified RCA) 136,517 144,318 

  Interest rate risk RCA 102,594 109,635 

  Credit spread risk RCA 79,324 82,464 

  Equity risk RCA - - 

  Property risk RCA - - 

  Currency risk RCA 16,870 17,655 

Diversification benefits within market risk -62,271 -65,436 

Life Insurance Risk (diversified RCA) - - 

  Mortality risk RCA - - 

  Longevity risk RCA - - 

  Life catastrophe risk RCA - - 

  Morbidity risk RCA - - 

  Expense risk RCA - - 

  Lapse risk RCA - - 

Diversification benefits within life insurance risk - - 

General Insurance Risk (diversified RCA) 370,315 345,391 

     Reserve and premium risk RCA 254,877 264,123 

     Natural catastrophe risk RCA 130,552 128,364 

     Man-made non-systemic catastrophe risk RCA 165,903 105,444 

     Man-made systemic catastrophe risk RCA - - 

     Mortgage insurance risk RCA 3,714 - 

Diversification benefits within general insurance risk -184,731 -152,540 

Counterparty default and other risk RCA 14,292 15,515 

Diversification benefits among risk modules -91,155 -94,024 

Operational risk RCA 34,790 34,876 

Adjustment for loss absorbing capacity cap 0 - 

Adjustment for tax effect  0 - 

Any other items which the IA may specify to adjust 0 - 

Prescribed capital amount 464,759 446,076 

 
(b) Composition of capital base determined in accordance with the Insurance (Valuation 

and Capital) Rules    
Capital Base 

 
(Unit: in HKD thousands) As at 31st December 2025 As at 31st December 2024 
Unlimited Tier 1 capital 1,425,420 1,200,803 

Limited Tier 1 capital  - - 

Tier 2 capital - - 

Capital base 1,425,420 1,200,803 

 

(c) Ratio of capital base to prescribed capital amount 
 As at 31st December 2025 As at 31st December 2024 
Ratio of capital base to 
prescribed capital amount 

307% 269% 
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(d) Material change or other commentary on prescribed capital amount, capital base, and 

ratio of capital base to prescribed capital amount (if any) 

The prescribed capital amount (“PCA”) of HK$464.8m as at 31 December 2025 
mainly consisted of the general insurance risk, which accounted for 71% of the 
PCA before diversification benefits among risk modules.  The increase in PCA 
compared to 2024 is mainly driven by the man-made non-systemic catastrophe 
risk RCA (as part of the general insurance risk) due to a change in the largest 
risk exposure, with an increase in top risk gross sum insured and an increase in 
net loss exposure under property damage. 
 
The increase in capital base as at 31 December 2025 as compared to the prior 
year end is contributed by the operating profit for the current year. 

 
 

8 Risk Management  
 

(a) Risk appetite and risk governance framework 

Risk Management Objectives 
The risk management framework is designed with the objective to support the 
effective management of risks in a manner that is appropriate for the nature, 
scale and complexity of the risks associated with the business of the Branch 
whilst supporting sustainable achievement of its strategic objectives and 
financial soundness. 
 
Risk Appetite 
The Branch maintains a Board-approved Risk Appetite Framework that supports 
the achievement of its strategic objectives while safeguarding policyholder 
interests, maintaining financial strength and ensuring compliance with applicable 
regulatory requirements. 
 
The risk appetite framework defines the nature and extent of risks that the 
Branch is willing to accept in pursuit of its business objectives.  Risk appetite is 
established across material risk categories including insurance, credit, market, 
liquidity, operational and strategic risks through a combination of qualitative 
statements and quantitative limits.  The risk appetite is reviewed regularly to 
reflect changes in the Branch’s business strategy, operating environment and risk 
profile.  The effectiveness of the framework is monitored through ongoing risk 
reporting, stress testing and capital assessments. 
 
Risk Governance 
The Board retains ultimate responsibility for the effectiveness of the risk 
management framework and for ensuring that material risks are appropriately 
identified, assessed, monitored and managed. 

The Board is supported by the Asia Risk Management Committee (“RMC”), 

which assists in overseeing the enterprise risk management framework, risk 
appetite, material risk exposures, solvency position, capital management and 
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emerging risks of the Branch.  The RMC reviews risk reporting at least quarterly 
and escalates material matters to the Board where appropriate. 

The Branch’s governance structure is based on the widely used Three Lines of 
Defence model.  Business functions act as the first line and are responsible for 
managing risks arising from their activities.  The Risk Management Function 
acts as the second line by providing independent oversight, challenge and 
reporting.  Independent assurance is provided through Internal Audit and other 
assurance providers forming the third line of defence.  

The Risk Officer is independent of risk-taking activities and is responsible for 
maintaining the risk management framework, monitoring risk exposures and 
reporting material risks and breaches of risk appetite to management and the 
Board. 

 

(b) Insurance risk management 
Insurance risk is the risk of fluctuations in loss and loss expenses payable under 
insurance policies and assumed reinsurance contracts, including premium risk, 
catastrophe risk, reserve risk and reinsurance credit risk. 
 
Premium risk is the risk that non-catastrophe related losses are greater than 
expected at the time of underwriting and pricing.  This risk is mitigated by 
actuarial monitoring, financial monitoring, underwriting reviews, risk appetite 
monitoring, stress testing and monitoring of solvency, both regulatory and 
modelled. 
 
Reserve risk is the risk that actual losses and related expenses associated with 
policies previously written and earned exceed estimated losses and loss reserves 
are inadequate.  This risk is mitigated through reserve adequacy assessments and 
monitoring against appetite thresholds. 
 
Catastrophe risk is the risk that natural catastrophe event(s) leads to a significant 
deviation in actual claims from the total expected claims.  This risk is mitigated 
using outwards reinsurance and regular management reviews of Probable 
Maximum Loss reports which include concentrations of insurance risk by line of 
business, geography, catastrophe exposure and other relevant exposure 
characteristics.  Concentration assessments form part of the quarterly risk 
reporting process and are supported by catastrophe modelling and accumulation 
monitoring activities. 
 
Insurance risks are managed through underwriting standards, pricing disciplines, 
exposure management controls, delegated authorities and portfolio monitoring.  
Reinsurance forms a key component of the Branch’s risk management 
framework and is utilised to reduce earnings volatility, limit exposure to severe 
events and support capital management objectives.  
 
The Board and Risk Management Committee oversee insurance risk 
management in accordance with the Risk Management Strategy and Framework.  
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Senior management is responsible for the day-to-day management of insurance 
risk exposures, supported by underwriting, actuarial and risk management 
functions. 

 
(c) Investment risk management 

Investment management objectives 

The Branch’s investment activities are governed through an Investment 
Management Agreement (“IMA”) and portfolio-specific investment guidelines 
which establish the investment objectives, permitted investments, portfolio 
constraints and risk management parameters applicable to the Branch’s 
investment portfolio.  The investment portfolio is managed with a long-term 
value-oriented investment approach, while maintaining sufficient liquidity to 
meet policyholder obligations, claims payments and operational requirements.  
The investment portfolio is also managed in a manner consistent with applicable 
regulatory requirements and investment restrictions. 

The primary objectives of the investment portfolio are to: 

 preserve invested capital for the protection of policyholders and the 
Branch’s financial strength; 

 maintain sufficient liquidity to meet claims payments, policy obligations 
and operating requirements as they fall due;  

 invest with a value approach over a long-term horizon; and  
 comply with all applicable regulatory requirements, investment 

restrictions and internal investment guidelines.  

The asset allocation is determined by the investment manager within the 
parameters established by the investment guidelines and includes short-term 
investments that generate appropriate cash flows and longer-term investments 
that generate investment gains.  The portfolio is managed to preserve invested 
capital, maintain sufficient liquidity for the payment of claims and other policy 
obligations, and meet insurance policy liabilities. 

Investment Strategy and Risk Appetite 

The Branch’s investment strategy seeks to balance capital preservation, liquidity 
and return objectives through diversified exposure to approved investment asset 
classes within prescribed limits.  The portfolio is managed within the investment 
parameters, limits and restrictions established under the IMA and portfolio-
specific investment guidelines.  

The Branch therefore seeks to achieve investment returns within approved risk 
parameters while ensuring that investment risk exposures remain appropriate for 
an insurance balance sheet and its obligations to policyholders.  This is 
supported by the portfolio constraints documented within the IMA and 
investment guidelines.  
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The Branch manages concentration risk through portfolio diversification 
requirements and investment limits established within the investment guidelines. 
Exposure concentrations are controlled through limits on individual investments, 
asset allocation constraints, permitted investment categories and credit quality 
requirements.  These controls are intended to prevent excessive reliance on any 
single investment exposure and support the resilience of the portfolio under 
adverse market conditions. 

Investment Risk Controls and Governance 

The Branch manages investment risk through a combination of investment 
mandate restrictions, portfolio monitoring and governance oversight.  To meet 
the business needs and mitigate risks, our investment guidelines provide 
restrictions on our portfolio’s composition, including limits on the investment 
class exposure, permitted categories within asset classes, individual investment 
limits, credit quality constraints and portfolio duration limits.  
 
No new investment products are expected in the near future. 
 
The Board has ultimate responsibility for ensuring that investment activities are 
conducted in a prudent manner and remain consistent with the Branch’s risk 
profile, regulatory requirements and obligations to policyholders. 

 
(d) Other risk management (if any) 

The Branch’s Risk Management Frameworks also governs the identification, 
assessment, monitoring and management of other material risks, including 
credit, market, operational, liquidity, strategic and emerging risks.  These risks 
are managed through the same governance processes, risk and control 
assessments, incident management and ongoing monitoring of key risk 
indicators.  Material incidents and control deficiencies are escalated through 
established management and governance channels. 
 
Liquidity risk is managed through cash flow forecasting, liquidity monitoring 
and stress testing.  The Branch maintains sufficient liquid resources to meet 
obligations under both normal and stressed operating conditions. 
 
The Branch performs regular stress testing, scenario analysis, and reverse stress 
testing to assess the potential impact of severe but plausible events on its 
financial position and risk profile.  Results are incorporated into risk 
management, capital management and business planning activities. 
 
Emerging risks are monitored through the Enterprise Risk Management 
Framework and are considered as part of the Branch’s ongoing risk assessment 
and Own Risk and Solvency Assessment processes. 
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9 Statement of Compliance  
 

(i) I am satisfied with the completeness, accuracy and consistency of the information 
disclosed in this disclosure statement in respect of Allied World Assurance Company, 
Ltd;  

(ii) I am satisfied that the information in this disclosure statement is prepared in accordance 
with the Insurance (Public Disclosure) Rules and the Insurance (Valuation and Capital) 
Rules (subject to any variation or relaxation applied thereto);   

(iii) I am satisfied that the information in this disclosure statement can be reconciled with 
the relevant specified annual forms, on each of which an auditor’s report is provided, 
of Allied World Assurance Company, Ltd’s annual returns for the financial year to 
which this disclosure statement relates, as submitted under rule 4(1) of the Insurance 
(Submission of Statements, Reports and Information) Rules; and 

(iv) I am satisfied that Allied World Assurance Company, Ltd has complied with all capital 
requirements that apply to it under the Insurance (Valuation and Capital) Rules (as 
relaxed or varied, if applicable), during the financial year to which this disclosure 
statement relates. 
 

Name: Jota Shohtoku 
Position: Executive Vice President, Asia Pacific  
Company Name: Allied World Assurance Company, Ltd 

 


