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1. Executive Summary 

Purpose: 

To explain the benefits of investment risk management from a bi-directional scenario-based viewpoint 

Conclusion: 

Individual, corporate and government investors can significantly improve the efficiency and 

effectiveness of their investment selection procedures by employment of a bi-directional, scenario-

based methodology. 

Examples of images from use of the method are shown below: 
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2. Background 

The foundations for “Double-direction Investment Risk Management” are in the long-term phases of 

commercial development, such as: 

1) Double Entry Bookkeeping (Italy, 1340) 

2) Risk Insurance (UK, 1686) 

3) Limited Liability Companies (USA, 1811) 

4) Risk Management via Scenario Planning (Holland, 1970) 

5) ISO 9000 Quality Assurance (Switzerland, 1987) 

6) ISO 31000 Enterprise Risk Management (Switzerland, 2015) 

2.1 Double Entry Bookkeeping 

The first report of a full double-entry accounting system is from the Republic of Genoa in 1340. This 

system contained all the fundamental elements of modern-day double-entry bookkeeping, which 

includes the carrying of balances forward from the previous year, as well as each entry in the books 

having a secondary entry that corresponds to a different, but corresponding account. Learning this 

system helped the Republic of Genoa’s banking industry flourish and learning it today can help your 

accounting career bloom as well. 

While double-entry bookkeeping has a long and rich history, its principles are still as important today as 

they were hundreds of years ago. Even today, it’s still the industry standard for bookkeeping and 

accounting practices. As a result, learning double-entry bookkeeping is an important part of any 

accounting training, alongside more modern skills like learning how to use cutting-edge computer 

programs. 

Source: https://www.academyoflearning.ab.ca/fundamentals-double-entry-bookkeeping/ 

  

https://www.academyoflearning.ab.ca/fundamentals-double-entry-bookkeeping/
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2.2 Risk Insurance – Lloyd’s of London 

17th–19th centuries: Formation and first Lloyd's Act 

 

The Subscription Room in the early 19th century 

The market began in Lloyd's Coffee House, owned by Edward Lloyd, in around 1686 on Tower Street in 
the City of London.[4] This establishment was a popular place for sailors, merchants, and ship-owners, 
and Lloyd catered to them with reliable shipping news. The coffee house soon became recognised as an 
ideal place for obtaining marine insurance. The shop was also frequented by mariners involved in the 
slave trade. Historian Eric Williams notes: "Lloyd's, like other insurance companies, insured slaves and 
slave ships, and was vitally interested in legal decisions as to what constituted 'natural death' and 'perils 
of the sea'."[5] Lloyd's obtained a monopoly on maritime insurance related to the slave trade and 
maintained it until the early 19th century.[5] 

Just after Christmas 1691, the small club of marine insurance underwriters relocated to Lombard Street; 
a blue plaque on the site commemorates this. This arrangement carried on until 1773, long after the 
death of Edward Lloyd in 1713, when the participating members of the insurance arrangement formed a 
committee and underwriter John Julius Angerstein acquired two rooms at the Royal 
Exchange in Cornhill for "The Society of Lloyd's". 

The Royal Exchange was destroyed by fire in 1838. It was rebuilt by 1844, but many of Lloyd's early 
records were lost in the blaze. In 1871, the first Lloyd's Act was passed in Parliament which gave the 
business a sound legal footing. Around that time, it was unusual for a Lloyd's syndicate to have more 
than five or six backers; this lack of underwriting capacity meant Lloyd's was losing many of the larger 
risks to rival insurance companies. A marine underwriter named Frederick Marten is credited for first 
identifying this issue and creating the first "large syndicate", initially of 12 capacity providers. By the 
1880s Marten's syndicate had outgrown many of the major insurance companies outside Lloyd's.  

A subsequent Lloyd's Act in 1911 set out the Society's objectives, which include the promotion of its 
members' interests and the collection and dissemination of information.  

  

https://en.wikipedia.org/wiki/Lloyd%27s_Coffee_House
https://en.wikipedia.org/wiki/Great_Tower_Street
https://en.wikipedia.org/wiki/City_of_London
https://en.wikipedia.org/wiki/Lloyd%27s_of_London#cite_note-4
https://en.wikipedia.org/wiki/Lloyd%27s_of_London#cite_note-Williams1944-5
https://en.wikipedia.org/wiki/Lloyd%27s_of_London#cite_note-Williams1944-5
https://en.wikipedia.org/wiki/Lombard_Street,_London
https://en.wikipedia.org/wiki/Blue_plaque
https://en.wikipedia.org/wiki/Royal_Exchange,_London
https://en.wikipedia.org/wiki/Royal_Exchange,_London
https://en.wikipedia.org/wiki/Cornhill,_London
https://en.wikipedia.org/wiki/File:Lloyds_Subscription_Room_edited.jpg
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2.3 Limited Liability Companies (USA, 1811) 

Limited liability, condition under which the loss that an owner (shareholder) of a business firm may incur 

is limited to the amount of capital invested by him in the business and does not extend to his personal 

assets. Acceptance of this principle by business enterprises and governments was a vital factor in the 

development of large-scale industry, because it enabled business concerns to mobilize large amounts of 

capital from a wide variety of investors who were understandably unwilling to risk their entire personal 

fortunes in their investments. 

 

Joint-stock companies in which members had transferable shares of joint or common stock had become 

widespread in England in the 17th century to meet the requirements of the new trading companies 

operating in remote lands in which the financial and political risks were greater. A speculative panic in 

1720 resulted in a severe setback to joint-stock enterprise, however, and legislation passed that year 

made it much more difficult for such companies to obtain charters. 

 

To meet the need for larger amounts of capital in industry, limited partnerships became popular. Known 

as the société en commandite in France and Kommanditgesellschaft in Germany, the limited-partnership 

arrangement required at least one partner to be totally liable as in a regular partnership (q.v.) and 

allowed other partners to be liable only for the amounts invested by them in the business. Limited 

partnerships were common on the European continent and in the United States in the 18th and early 

19th centuries, and in England many unincorporated joint-stock companies were in existence by 1825. 

 

Source: https://www.britannica.com/topic/limited-liability 

2.4 Risk Management via Scenario Planning (Holland, 1970) 

Scenario planning, also called scenario thinking or scenario analysis, is a strategic planning method that 

some organizations use to make flexible long-term plans. It is in large part an adaptation and 

generalization of classic methods used by military intelligence. 

The original method was that a group of analysts would generate simulation games for policy makers. 

The methods combine known facts about the future, such as demographics, geography, military, 

political, industrial information, and mineral reserves, with key driving forces identified by considering 

social, technical, economic, environmental, and political (STEEP) trends. 

In business applications, the emphasis on gaming the behavior of opponents was reduced (shifting more 

toward a game against nature). At Royal Dutch/Shell for example, scenario planning was viewed as 

changing mindsets about the exogenous part of the world, prior to formulating specific strategies. 

Source:  https://en.wikipedia.org/wiki/Scenario_planning 
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2.5 ISO 9000 Quality Assurance (Switzerland, 1987) 

The ISO 9000 family of quality management systems standards is designed to help organizations ensure 

that they meet the needs of customers and other stakeholders while meeting statutory and regulatory 

requirements related to a product or service. ISO 9000 deals with the fundamentals of quality 

management systems, including the seven quality management principles upon which the family of 

standards is based. ISO 9001 deals with the requirements that organizations wishing to meet the 

standard must fulfill. 

Third-party certification bodies provide independent confirmation that organizations meet the 

requirements of ISO 9001. Over one million organizations worldwide are independently certified, making 

ISO 9001 one of the most widely used management tools in the world today. However, the ISO 

certification process has been criticized as being wasteful and not being useful for all organizations. 

Source: https://en.wikipedia.org/wiki/ISO_9000 

2.6 ISO 31000 Enterprise Risk Management (Switzerland, 2015) 

Risk management is the identification, evaluation, and prioritization of risks (defined in ISO 31000 as the 

effect of uncertainty on objectives) followed by coordinated and economical application of resources to 

minimize, monitor, and control the probability or impact of unfortunate events or to maximize the 

realization of opportunities. 

Risks can come from various sources including uncertainty in financial markets, threats from project 

failures (at any phase in design, development, production, or sustainment life-cycles), legal liabilities, 

credit risk, accidents, natural causes and disasters, deliberate attack from an adversary, or events of 

uncertain or unpredictable root-cause. There are two types of events i.e. negative events can be 

classified as risks while positive events are classified as opportunities. Several risk management 

standards have been developed including the Project Management Institute, the National Institute of 

Standards and Technology, actuarial societies, and ISO standards. Methods, definitions and goals vary 

widely according to whether the risk management method is in the context of project management, 

security, engineering, industrial processes, financial portfolios, actuarial assessments, or public health 

and safety. 

Strategies to manage threats (uncertainties with negative consequences) typically include avoiding the 

threat, reducing the negative effect or probability of the threat, transferring all or part of the threat to 

another party, and even retaining some or all of the potential or actual consequences of a particular 

threat, and the opposites for opportunities (uncertain future states with benefits). 

Certain aspects of many of the risk management standards have come under criticism for having no 

measurable improvement on risk; whereas the confidence in estimates and decisions seem to increase. 

For example, one study found that one in six IT projects were "black swans" with gigantic overruns (cost 

overruns averaged 200%, and schedule overruns 70%). 

https://en.wikipedia.org/wiki/ISO_9000
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3. The Market 

The market for Double-direction Investment Risk Management (“DDIRM”) is indicated by the number of 

countries now supporting ISO 31000. Details can be seen in the image below: 

 

Source: http://g31000.org/about-iso-31000/ 

The drive to implement ISO31000 is embedded in the proliferation of avoidable disasters worldwide. 

Some examples are shown in Appendix 1. 

  

http://g31000.org/about-iso-31000/
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4. The Competition 

Organizations currently offering software-based solutions to Scenario-based Investment Risk 

Management mainly focus on recording and ranking operational scenarios. An example is shown in the 

image below: 

 

Source: http://www.riskpro.com.au/site/DefaultSite/filesystem/documents/RiskEasy%20Brochure.pdf 

 

 

  

http://www.riskpro.com.au/site/DefaultSite/filesystem/documents/RiskEasy%20Brochure.pdf
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5. Deployment 

Typical deployment of the method can be in areas such as: 

• Operations Performance Improvement Projects 

• Start-up Business Units  

• Government Infrastructure Projects 

• Political Referendums 

 

6. Software Prototyping 

Software prototyping has been developed to an advanced stage. The software is currently being used in 

our Executive Training Workshops around Asia. 
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Appendix 1 - Top 5 Man-made disasters 

1. The Bhopal Gas Leak 

In 1984, a pesticide plant in Bhopal, India, resealed 30 metric tons of methyl isocyanite into the 

atmosphere. The Union Carbide India Limited chemical plant was in extremely poor condition and had 

broken dozens of safety regulations years before the accident. However, the errors accumulated in time 

and on the night of December the third, a safety release system activated and emptied a storage tank in 

the air, in order to prevent a huge chemical explosion. The release spread highly toxic chemicals over 

Bhopal and the neighbouring areas. Official death count by the Indian government is 3,787 bodies, 

however, unofficial records state 8,000 deaths or more tied to the disaster. 

2. The Jilin Chemical Explosion 

In November the thirteenth, 2005, a petrochemical plant in Jilin, China was the site of series of 

explosions. Poor handling of the operating systems led to blasts which shattered windows up to 200 

metres away. Six people died, dozens were injured and thousands were forced to evacuate the region. 

The event released 100 tons of pollutants, mainly benzene and nitrobenzene, into the environment. 

Surprisingly enough, the accident went seemingly victimless as viewed in scale. However, Songhua River 

and Amur River were covered in 80 km of toxic sludge. The benzene level rose to 108 times the safety 

levels. Exposure to it lowers the amount of blood cells in the body and can cause leukaemia and other 

immune system impairments. 

Later the Jilin and Heilongjian Province water supplies were shut off, due to the contamination. Tens of 

millions of people were stranded without the vital supply. The initial death count might have been small, 

but surely, a lot more people died in result of the explosions. 

3. The Tennesse Coal Ash Spill 

The Kingston Fossil Fuel Power Plant like any other of it’s kind produced fly coal ash as a by product of 

the coal combustion. The methods of storing required the ash to be mixed with water and the mixture 

stored in dredge cells. However, due to poor management, the mixture was stored in dangerously high 

amounts on the slope of a hill. After a powerful rain storm, in 2008, the slurry gave weight and stormed 

down the hill in a massive landslide of mud and ash. In the southern states, people love to play in mud 

slides, however, one would guess this one was a bit over the top. Three hundred acres of land were 

buried under the filth and a lot of properties in Kingston were destroyed. An estimate of 675 million 

dollars of damage was caused to the residents and national land with another 975 million needed to 

clean up the slurry. Six months after, only three percent is removed. 

4. The Sidoarjo mud volcano 

Typically mud volcanoes are results from seismic activity. However, man couldn’t stand the fact 

somebody else, be it mother nature, do something he could not. So, we caused one of our own. 

PT Lapindo Brantas was an Indonesian drilling company. Although being warned multiple times, the 

company pushed forward with an excavation site in a known unstable area not far away from the ring of 

fire. Apparently, the drilling reactivated previously inactive faults. This was complimented by a 6.3 

magnitude earthquake to the south-west and several big aftershocks. A few days later, the drill hole 
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erupted mud 200 metres above itself in result. It continues to this day, with the expectancy to continue 

for the next 25 to 30 years. At it’s peak the mud volcano spewed 180, 000 cubic metres of mud into the 

ocean. 

Despite mud is not directly toxic, it’s not edible or drinkable either. The amounts released continue to 

contaminated the surrounding waters and affects thousands of near-by inhabitants and wildlife. 

5. The North Pacific Garbage Patch 

A gyre is a marine phenomenon, caused by the relationship of neighbouring currents. Essentially, it’s a 

vortex of trapped water which spins around a centre point. It has no access to the neighbouring 

currents, so transfer of particles is not possible. 

In 1988, scientists predicted the garbage thrown off in the ocean will ultimately converge in one of these 

gyres and create a huge patch of waste floating in circles forever. Well, it happened. Estimates vary 

between 700 thousand and 15 millions square kilometres of garbage. Roughly 0.4 to 8.1 percent of the 

entire surface of the Pacific Ocean is covered in a mixture of toxic sludge, plastic, petrol and other 

thrown away waste.  


