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Executive Summary:   
 
 Global climate change refers to systemic shifts in the Earth’s climate. Often in the modern context the 
turn of phrase specifically refers to changes in climate patterns driven by human industrialization and their 
attendant affects, many of which are projected to have significant, negative consequences for humanity. 
Depending on the projections used, scientists expect sea levels in the coastal United States may rise 3-5 feet, 
with river areas of the country experiencing increased flooding and agricultural areas seeing increases in crop 
failure1. There will be changes in the type of extreme weather affecting certain regions, as well as the frequency 
and intensity of extreme weather2. These changes are anticipated to take place both in areas which have typically 
been subject to extreme weather events and in previously unaffected areas, putting a strain on infrastructure 
designed to accommodate past patterns and conditions3. This strain will likely be systemic, as the spillover effect 
from an unstable climate creates poor water and air quality, increased and proliferating wildfire risks, and 
prompts changes to the ocean ecosystem4. UN panels have variously predicted the onset of significant 
symptoms within the next two decades, by 2040 to 20505. 
 The insurance industry has significant cause for concern in the context of global climate change. 
Economic losses in 2018, well before the predicted onset of significant challenges, was put at $160 billion in 
2018 prompting the World Economic Forum to declare climate change its second most serious global risk in 
20196. This pales in comparison to estimates of the total potential impact which top $54-69 trillion or more, 
depending on the temperature increase used to develop the estimate7. In addition to the raw economic damage, 
which could see significant risk to both business lines of insurance and to capital flows, the proliferation of 
risks both into new areas and into new degrees of intensity promises to change fundamentally the level and type 
of risk in even very common forms of property and casualty risk8. Risks to the insurance industry go beyond 
changes to the climate itself. Increasing catastrophic losses and proliferating risk may cause a sharp increase in 
premiums, with some experts anticipating that actuarially-sound premiums may rise beyond the level of the 
individual consumer to afford them thereby prompting regulatory action to enforce affordability9. As nations 
seek to assign blame and respond to the crisis, insurance companies may also find their capital holdings subject 
to regulatory scrutiny. Recent court cases have begun to examine the legal liability of fossil fuel companies in 
climate change, and some speculate court judgements may one day extend to those who own stock in such 
companies with Munich Re already beginning the process of divesting its fossil fuel holdings10. 
 Global climate change will be particularly important for brokers and underwriters active in a number of 
spheres to watch closely and understand thoroughly. Any insurance professional who may be affected by 
catastrophic loss from wind or flooding, business interruption, shipping, or political risk may be affected. 
Additionally, strategic leaders should watch legislation and legal judgements carefully to stay abreast of whether 
they may see regulatory impact or be subject to liability for capital tied to fossil fuel companies. More broadly, 
professionals should consider and plan for the systemic affects which may occur as complications from climate 
change compound with one another. There may also be a role for the industry to play in mitigation of climate 
affects as they occur. Many experts emphasize the need for innovations in technology to address the affects of 
climate change and to reduce our dependence on industries which exacerbate it, and these technologies will 
need to be underwritten in their experimental and early adoption stages. 
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Implications:  

 

• More insurers are using the scientific community for risk modeling.  

• There is going to be a significant impact on the global economy, food and water shortages and large-
scale migrations of people.  

• This could trigger significant claims across multiple insurance classes, significantly impact insurance 
investment income and lead to civil unrest.  

• With the increase in claims it may impact the availability and affordability of insurance.   

• There could be a shift in global wealth between countries as some countries are impacted positively by 
global warming (e.g., countries with very cold climates) while others are negatively impacted.   

• Having to withdraw from certain types of risks and/or regions could have an implication on the 
balance of private versus public insurance coverage. 

• Pressure is being applied to all levels of government to be more proactive in determining where 
people can and cannot construct buildings based on the possibility of future flood risk. The local 
governments haven’t been very good about controlling this in the past, letting developers construct 
on floodplains based on old data that is no longer relevant due to climate change. 

• We expect to see increased frequency of mini events – localized regional weather impacts.  
 

Opportunities:  
 

• Carriers and Wholesalers could become more of a global market to offset concentration of risk in any 
one country. 

• New product opportunities supporting things such as  
o Alternative energy sources  
o Auto insurance – pay as you drive will lower premiums and produce less greenhouse gas 

emissions. 
o Property Insurance-allowing insured to rebuild after a covered loss to “green” standards. 
o Insuring carbon credits that are offered in Europe. 
o Investment in green bonds and providing financial sector leadership on climate change. 

• Insurers could offer clients carbon project risk management consulting services. 

• The industry could better utilize the scientific community for risk modeling. 

• There may be opportunities to gain market share through risk management and loss control services. 

• This trend could drive more business into the wholesale market as the risk of insurability increases. 

• This might lead to the development of flood coverage by domestic carriers to include overland water, 
previously excluded by all insurers. This would be in response to pressure from insured’s and 
government regulators as we are seeing ever increasing incidents of flooding.  

• Diversification of products and covered locations is going to be more important going forward.   

• Excess flood, and potentially primary, coverage opportunities may increase if the government drops it.  

 
Threats:  
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• This may threaten the sustainability of smaller Wholesalers that are not diversified either through 
products or geography.  

• This threatens entrepreneurial ventures and current businesses insured by wholesalers as local 
economies are affected by changes in tourism and recreational activates.   

• This trend could trigger an increase in claims across multiple insurance classes and significantly impact 
investment income.  

• Wholesalers and Carriers may have to withdraw from certain types of risks and/or regions 

• The cost for the Wholesaler to implement additional services may be too large, and the carriers they 
partner with may not be progressive enough to introduce the new products necessary.  

• There may be changes in building codes due to more severe weather patterns, (e.g., new bylaws 
requiring hail proof siding or tornado resistant construction that could increase the cost of claim 
settlement). 

• An increase in the number of severe storms is impacting the cost and availability of direct damage 
insurance for crops. 

• Small/regional wholesalers will have more concentrated risk. 

• It might be too costly to implement loss control/risk management services and to diversify the 
concentration of risk given tight margins.  

 

Summary of Research: 

 

• Climate change continues to have a profound effect on global economies, food/water distributions, 
large-scale involuntary migration and people’s over-all health.  With the Paris Climate Agreement of 
2015, we have a chance of reversing course.  However, this will take a huge commitment from 
numerous countries, trillions of dollars and many years of people’s commitment to change. 

• More insurers are using the scientific community (meteorologists/climatologists) along with their 
extensive data collection, catastrophe modeling and risk analysis to find solutions for the industry and 
society.  Promoting loss prevention is one way of controlling losses.    

• Insurers are responding to environmental changes by offering new products related to this exposure.  
Examples: Pollution Legal Liability, Green (LEED- certified buildings) Policies, Environmental 
Liability Buyouts, etc. 

• In 2014, the Cities Climate Finance Leadership Alliance (CCFLA), was launched with the aim of 
accelerating climate-related finance for the world’s cities.  This group predicts that over the next 15 
years, $93 trillion of infrastructure designed for climate-resilient and low-emission will be built 
throughout the world.   
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