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About ...

PROBABILITY

& PARTNERS

e Risk consultancy firm founded in 2014
o Approximately 40 quant and risk consultants

¢ Based in Amsterdam

Practitioners

¢ Wide range of clients in the financial sector

Clients * We work for banks, insurers, pension funds, asset
managers
i Partner insu ra nce at PrOba bility & Pa rtners o We he|p our clients manage their risks
° Mathematics & Actuarial Sciences * We have a holistic approach to risk management

¢ Unique blend practitioners, academics

* Risk Management + 25 years
e Solvency Il, Capital Management
* Consultant, Lecturer, Non-exc. Director https://probability.nl

consultants

Probability & Partners Risk Management in Geopolitical times 3



Geopolitics & Hegemony




Geopolitics definition

"Geopolitics is the analysis of the interaction between
geographical settings and political processes. It seeks to
understand how geography constrains and shapes political
choices and power distributions in international relations."
(Flint, C. Introduction to Geopolitics, 3rd ed., 2016).
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HEGEMONIC CYCLE FROM 1 AD
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Hegemony
Supremacy based on ideological and political
leadership, economic and commercial advantage,
and, ultimately, military power.
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https://en.wikipedia.org/wiki/ISBN
https://commons.wikimedia.org/wiki/Special:BookSources/978-0199227204
https://commons.wikimedia.org/wiki/Special:BookSources/978-0199227204
https://commons.wikimedia.org/wiki/Special:BookSources/978-0199227204

Geopolitics & Hegemony

Geopolitics Hegemony
E.g. Geolocation Political power

Landscape Economic power
Raw materials Military power
Territorial waters Soft power

ANTRACTICA
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Impact of geopolitical risk & world power shift

Long-term geopolitical risks

T T P

Geopolitiek

“History shows that periods of power diffusion go hand in hand with

changement increasing tensions and a higher risk of conflict between emerging and

existing powers," Long-term geopolitical risks refer to enduring shifts

) in global power relations, military dynamics, trade
Source: Ch'ngendael Monitor systems, cultural influence, and political regimes that

gradually alter the macroeconomic and operational

— context in which insurers operate.
—
e . ) ) - I'he Amencan
Higher GPR (geopolitical risk) increases the probability of an Eiconomic Review

economic disaster and predicts lower investment and
employment. The adverse implications are stronger for firms in
more exposed industries, and high firm-level GPR is associated

with lower firm-level investment.”
Source: American Economic Review, Dario Caldara and Matteo
lacoviello

For the insurance sector, these risks materialise
through persistent market volatility, regulatory
fragmentation, supply chain and cyber vulnerabilities,
and changes in demographic or economic stability that
affect both investment returns and policyholder
behaviour.
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Geopolitical & Hegemonic
Developments (1)




Is the world order changing?
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EU chief von der Leyen's plane hit by
suspected Russian GPS jamming

1 September 2025 Share < Save [J

Maia Davies & Will Vernon BBC News

Getty Images

< i P y
Von der Leyen was travelling to Bulgaria as part of a tour to eastern EU states

war would mean for Europe

ANALYS'S 0 EURDPE

US President Donald Trump has promised to slap sweeping tariffs on the European
Union‘s US-bound exports. The move would hammer major manufacturers already

tangled up in Washington's threatened tariffs on products from Canada and Mexico,

but ultimately it will be ordinary consumers around the world who will be paying th
price.
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The race for critical raw material self-

sufficiency
o
4

l Norway seizes Russian-crewed ship
on suspicion of causing ‘serious
damage’ to undersea cable
between Latvia and Sweden

Dependence on Chinese rare earths is growing, despite efforts to secure
supply chains.

By Caitlin Danaher, CNN
@ 2 minute read - Published 2:07 PM EST, Fri January 31, 2025

SMIN ® PRIVACY & COMPLIANCE

The US wants the
Netherlands to
exclude more
Chinese companies
from using ASML
machines

China says joint US-Philippines
patrol 'bid to undermine peace,
stability in South China Sea’

China’s air force alert, protecting Beijing’s territorial
sovereignty, maritime rights, says official

e Berk Kutay Gokmen | 04.02.2025 - Update : 04.02.2025
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...0r has the nature of the hegemon changed

_ ' DESERVE THE |
NOBEL PRIZE FOR PEACE’

TRUMP THINKS = = =
US WILL ANNEX™ A= i L
GREEN[ Am ‘ N\F o * =) | . Lri::;;: :‘:%:; executive order
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Geopolitical & Hegemonic
Developments (2)




Developments on several areas

1

Natural

Econom
REN =S Y

3

Technological

5

Market
Intervention

Financial
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Geopolitics: Raw material O

“China produces around 90% of the world's rare earths, a

China Leads Critical group of 17 elements used across the defense, electric vehicle,
Minerals Production energy and electronics industries. The United States has only
Top countries by share in global processing of one rare earths mine and most of its supply comes from China.”

selected critical minerals in 2023 (in percent) https://www.reuters.com/world/china-hits-back-us-tariffs-with-rare-earth-export-controls-2025-04-04/

B China M Chile Indonesia M Japan

Argentina Finland M Russia Rest of the world

':;"i:.‘_:' Reuters World ~ Business Markets ~~ Sustainability ~ More My News

100

China hits back at US tariffs with export
controls on key rare earths

By Lewis Jackson, Amy Lv, Eric Onstad and Ernest Scheyder

80

| 1
April 4, 2025 9:40 PM GMT+2 - Updated April 4, 2025 ‘ m \ \ Aa \ < ‘

60
40

20

0
Copper Nickel ~ Aluminium Lithium Cobalt Rare  Manganese Natural
earth graphite

Sources: UNCTAD, OECD

statista %

WWorkers transport soil containing rare earth elements for export at a port in Lianyungang, Jiangsu province, China October 31, 2010.

REUTERS/Stringer/File Photo Purchase Licensing Rights (2
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BRICS: Multilateral developments @
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The Rise of the BRICS

G7 and BRICS countries’ share of global GDP

at purchasing power parity
44.9% B G/ M BRICS
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2023 data based on IMF estimates as of April 2023
Source: IMF World Economic Outlook
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Technological leadership is changing a

“China led in just three of 64 technologies in 2003—2007 but is now the lead country
in 67 of 64 technologies in 2019-2023".

ASPI’s two-decade Critical Technology Tracker: The rewards of long-term research investment

Figure 1: Research share acros= a range of AUKUS Fillar 2-relevant technalogies
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Technological power: Made in China 2025 ©

e Company & its Products v | Bloomberg Terminal Demo Request | ™M Bloomberg Anywhere Login | Custo

= Bloomberg

Longterm

Impact

D

LIVE ON BLOOMBERG TV Bloomberg Balance of Power

Backin2011 Tesla CEO Musk Mocked Chinese
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Technological power: Made in China 2025 @

sls]c

Home News Sport Business Innovation Culture Arts Travel Earth Audio Video Live

China's BYD overtakes Tesla revenue for
first time

31 October 2024 Share < Save []

Joao da Silva Business reporter
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Are US Treasuries/USD a safe haven?

Foreign Central Banks Hold More Gold Than Treasuries

Ta rﬂcfs ha\/e rOCked o . Central Banks' Gold vs. US Treasuries Holdings As a % of International Reserves
US government

;gj == Gold Holdings As a % of Foreign Reserves
bonds - are they
still safe?

60%
55%
50%
45%
40% First Time
35% Since 1996
30% f

25%

20%

Hannah Williford 15%
\ Content Writer ’
3 10%

5%
0%
© Archived article: Please note that tax, investment, pension and ISA rules can change and the information and any views contained in this article may now be | ° \ @
inaccurate e >

US Treasuries Holdings As a % of Foreign Reserves

Wednesday, April 23, 2025

Disclosure: Crescat may or may not own the securities discussed here, investing involves risk including risk of loss.
When equitv markets exnerience turbulence neonle have historically Source: Bloomberg; Tavi Costa Chart As of 8/27/2025 © 2025 Crescat Capital LLC
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Who causes the shock, who reacted? (s

Real @ Private
economy sector
Corona 2020
Financial Households
markets Centrale Liz Truss tax plan
Bank
2022

Global Financial
Crises 2008

Euro crises 2012

Trump liberation
day tariffs 2025

The choreography between governments and markets

has fundamentally shifted
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Shock Caused Reacted

Financial Government/
markets Central Bank

Global Financial
Crises 2008

Private

sector

Who causes the shock, who reacted?
Euro crises
2012
S
Central Bank Corona 2020

Government Central Bank:

Draghi-"Whatever it
takes”

Financial

markets Government

Liz Truss 2022
(tax plan)

Government Central bank

SRERE]

The choreography between governments and markets
Government markets

Trump 2025
(liberation day)

has fundamentally shifted
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Recap geopolitics & hegemony

Leading to Risks

Political power “History shows that periods of power
Economic power

Military power

E.g. Geolocation
Landscape
Raw materials
Territorial waters

diffusion go hand in hand with
increasing tensions and a higher risk of
conflict between emerging and existing
powers.”

Source: Clingendael Monitor

“Higher GPR increases probability of
economic disaster, predicts lower
investment and employment. High firm-
level GPR is associated with lower firm-

level investment.”
Source: American Economic Review, Dario Caldara and

ANIACHEA

Matteo lacoviellO
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What types of GPR
scenarios do you foresee?




Developments on several areas
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How geopolitical risks trickle down to business operations

Geopolitical scenarios and risks

E.g., Trade, economic growth,
inflation, sectoral effects,
unemployment, savings,
investment, government

budget

E.g., Stock prices, interest
rates, capital movements, risk
premiums, exchange rates,
market crashes, and liquidity

E.g., Transport, digital,
financial, energy
infrastructure

Impact on Clients

Business
Households Businesses Operations Suppliers Employees

Bron: Probability & Partners
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Some examples of scenarios .
Scenarios (could) take

4. Ukraine—Russia Conflict
A. Ongoing stagnation
B. Deal

1. Scenarios for Public Infrastructure
A. Digital infrastructure

place simultaneous

5 Ef:;rsluty C. War in other parts of Europe . .
7. Expanding US territory
_ _ _ 5. Climate Scenarios A. Green-Land/Canada
2. Taiwan—China C.onfllct A. Global problem with global solution — B. Deal with Russia/China sphere
A. Stalemate continues temperature kept in check of influence

B. Taiwan declares independence

_ _ B. Temperature rise — countries bear
C. China takes over Taiwan

their own costs of damage and 3. Other scenario’s

3. Al Impact adaptation * Default France

A. Productivity gains 6. Scenarios per Geopolitical Risk *

B. Abuse by totalitarian regimes Domain Trade Barriers and Blocs

C. Disruption of democratic A. Situation as of December 2024

processes B. Two;IoEsr US & Europe <> Which of these scenarios
igi iali Russia & China

Dl o C. Three or more blocs are long term?

E. Digital curtain

D. US sidelines itself
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The Impact of Geopolitics on Long-Term Risk

Long-term risks, structural shifts: global power, trade,

markets, technology — all interacting over decades

¢ Market & Investment Risks

—  Structural inflation and interest-rate volatility from
geopolitical shocks

—  Wider credit spreads and flight-to-safety dynamics affecting
solvency

—  Fragmented capital markets reducing diversification and
liquidity

e Operational & Strategic Risks
— Sanctions or capital controls limiting investment options
—  Cyber and outsourcing vulnerabilities in critical operations

—  Cross-border complexity due to diverging regulatory regimes

e Policyholder & Product Risks
—  Economic uncertainty driving higher lapse rates

—  Shifts in mortality/morbidity from migration or health
crises

— Lower demand for long-term savings products in volatile
environments

e Strategic & Reputational Risks
—  ESG alignment pressure amid geopolitical polarisation
—  Reputational exposure to politically sensitive investments

— Rising expectations for ethical, resilient investment
strategies

Probability & Partners



When will you take action e.g. adjust Asset Allocation?

Question for the audience

1. If government debt/interest rates
are written down

If bonds are down 20%
If Powell is dismissed

If Trump (3) or Vance (1) comes to
power

5. If the regulator raises a question
about US concentration risk

6. If the ALM study has been rerun

News | Donald Trump

Trump again slams ‘stupid' US Fed
chairman over interest rate levels

The president’s frequent attacks against Jerome Powell have sparked

concerns about the independence of the central bank.

Northeastern Glotal News 7 Q, =

WWhatwould a debt default mean for the US, dllar

by Tnner Steing
May 15,03

Share
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Psychology & Scenario

analyses
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Scenario analysis is a profession

L AND SHEIALEC[]N[]MIES.

QuT PERSONA

The world is not probabilistic — many shocks are unknowable
(‘radical uncertainty’)

Focus on plausibility, not prediction — ask ‘what’s going on
here?’ rather than ‘what’s the probability?’

Build reference narratives — coherent stories instead of point
forecasts

Aim for robustness, not optimisation — test resilience across
futures

Scenario thinking values imagination and diversity

Probability & Partners

Risk Management in Geopolitical times

30



Summary & Conclusion




Conclusion: GPR & Risk Management

Geopolitical Risk (GPR) will be inextricably linked to the strategy and

risk management of (financial) institutions.

* Organize, consolidate, and integrate expertise.
* Build resilience:
o Plan B for Scenario X
o Scenario-agnostic resilience
* Determine risk appetite. Set up early warning systems and action
triggers.
* Increase the organization's adaptability:
o ldentify decision-making & decision-makers.
* Practice for outages, crisis management, and crisis communication.
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These are actuary times: our role

Geopolitical Awareness and collaboration with Experts

Scenario Planning and Stress Testing Integrate Geopolitical Risk into

Models and monitoring

Quantify Risks: Incorporate geopolitical factors into actuarial
models, e.g. trade disruptions, inflation spikes, migration patterns.
Link Risks to Economic Drivers: interest rates, exchange rates, GDP
growth.

Monitor Emerging Risks

* Develop plausible "what-if" scenarios, such as changes in global
hegemony, trade wars, or regional conflicts, and model their
potential impacts.

» Test the resilience of portfolios or insurance liabilities against
extreme geopolitical events.

Risk mitigation

* Define in advance which indicators (market spreads, solvency ratio,
geopolitical escalation, etc.) would activate contingency actions.

* Encourage boards and management to assess strategic
resilience: how would this decision hold up under very different
futures?
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Contact details

Thank You! PRODARETY

-~
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B
; N ; | ‘
/i Fit]

Amba Zeggen & ]

amba.zeggen@probability.nl

https://probability.nl
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