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From Chance to Choice

Michael Ryan

We just recently completed our annual CIO Forum
with events in both Los Angeles and Washington.
In contrast to last year’s program, which focused
upon the transformative impact from innovation
and rapid technological change...

CFA, Chief Investment Officer Americas

...this year’s events centered around the
theme "Risk: From Chance to Choice."
Throughout these sessions, we addressed
some of the most critical challenges
facing investors today, including the
unstable geopolitical setting; polarizing
domestic political environment; fragile
global economic outlook; shifting
technological landscape; evolving
field of sustainability and governance;
challenging business environment; and
complex market backdrop.
While a casual glance at the program's
title may suggest a fairly gloomy affair,
our conversations throughout the day
were instead lively discussions that
highlighted the sorts of opportunities
and innovations that often emerge
from both adversity and upheaval.
We explored some of the means by
which public officials, business leaders,
policymakers, scientists, activists,
investors, and consumers are acting to
remediate or neutralize some of today’s
most daunting challenges. These include
not only adapting to new realities, but
also altering the dynamics to create
whole new opportunities for growth and
advancement.
At the very beginning of what I
consider to be one of the most
thoughtful and comprehensive historical
accounts of risk, "Against the Gods,"
author Peter Bernstein offered the

following conceptualization of human
development that I find especially
enlightening: "The revolutionary idea
that defines the boundary between
modern times and the past is the
mastery of risk: the notion that the
future is more than a whim of the gods
and that men and women are not
passive before nature."
Think about this for a moment.
It's not technological, cultural, political,
or even social developments that mark
modernity, but rather the evolution in
our understanding of the concept of risk.
That’s because without an awareness of
the nature, sources, and magnitude of
risk, there would be no advancement in
any of these other fields. So questioning
—and then openly challenging—longheld notions of how and from where
threats emanate, marked the first serious
attempt at understanding and managing
risk. It was this critical leap that enabled
mankind to advance on what has been a
progressive path of development across a
whole host of human endeavors.
But a final breakthrough truly opened
up a whole new avenue of exploration
into the concept of risk: the role that we
—humans—play in this ever evolving
process. Because while the probabilities
and payoffs for any outcome may be
known to all participants, each individual

may still value and assess them quite
differently. This means that some may
be willing to pay to insure against an
outcome, while others may actually look
to sell them that insurance.
It is this subjective element—the human
element—that makes risk management
so complex, but also so potentially
rewarding. Greater awareness of the
sources and nature of threats; the ability
to incorporate probability theory into
our outcome assessments; and finally
a firmer grasp of the subjective human
factor have supplied us with the essential
building blocks for risk management.
Over the next week, I’ll be sharing some
additional perspective on some of the
insights offered by both the participants
during our panel discussions as well
as the interactive feedback from our
forum attendees. But the key takeaway
from our conference was for me the
realization that we must constantly
adapt in order to enhance our ability to
manage and even benefit from risk, if we
are to successfully keep pace with the
diversity and complexity of the threats
we face.
There’s nothing gloomy about that…
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