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Our working definition

"Herd-Like Behaviour (HLB) is the tendency for one’s own
judgement to be influenced by the apparent consensus view of
assumptions, methods, processes or approaches leading to a
reduction in the variety of ideas in the market.”

IFOA Herd Like Behaviour Working Party, 2015
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Case Studies

* Presented example:

— Reserving methodology

* Your group case study options:

Operational risk

Peer review

PPO propensity assumption

Pricing model / Underwriting risk
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Influencers

External Cultural

Situational Psychological
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Influencers

External

Regulators

Auditors
Consultants
Software providers
Investment Analysts
Profession

Situational

Greater complexity / opagueness /
riskiness of decision

Lack of data

Greater forecast horizon

Greater market volatility / crisis

Cultural

Company structure

Ability to challenge
Remuneration

How busy the teams are
Investment in skilled team

Size of teams / turnover in team
Governance structure

Psychological
We like consistency
We like to be safe
Short termism
Looking up to senior colleagues
Some people are more likely to act in this
way
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Encouraging good and discouraging bad
Herd Like Behaviour
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Encouraging good and discouraging bad
Herd Like Behaviour
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Thank you!

The content here is our own and does not represent our employers’ view or opinions.
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