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Climate change a serious threat to the insurance industry, but there are also opportunities - The Zurich Report white paper
While the insurance industry still reels from the economic crisis, it faces another very serious threat: climate change. However, there are opportunities for insurers to manage the risks, as well as help the community adapt to the impacts of climate change.
These are some of the findings in The Zurich Report, a Zurich Financial Services Australia (Zurich Australia) white paper released today.

Entitled “Climate change and the insurance industry – no silver-bullet solution”, the white paper follows research Zurich Australia commissioned from the highly regarded international corporate climate specialists, Climate Risk.

The white paper looks at the climate change risks for the insurance industry but, more importantly, focuses on the many opportunities the industry has.

Commenting on the release of the white paper, Zurich Australia Chief Executive David Smith said: “There is an enormous number of opportunities but, to date, only a limited number of insurers are exploring them. 
“Zurich Australia believes the insurance industry, with its risk management skills and expertise, should see itself as a key player in strengthening community resilience. This not only stands to benefit the broader society but will provide the insurance industry with many growth opportunities, as well as reputational benefits,” said Mr Smith.
“Obviously, 2008 will be remembered as the year the global economy and markets had a roller-coaster ride,” Mr Smith said.  “But this does not make the issues of climate change redundant. If anything, it emphasises that insurers need to factor the impact of climate change into their bottom line alongside the issues of the global economic meltdown.”
Mr Smith added, “Insurers who work with their customers - often through brokers -  to increase their resilience to climate change hazards, such as floods or extreme weather, are likely to see reductions to property damage and insured losses, while sustaining and even enhancing premium income.” 

As part of its research, Zurich Australia and its advisers, Climate Risk, have developed a framework called the Climate Risk Diamond, which allows brokers and insurers to navigate the complex risks of climate change. 
Mr Smith said, “It provides the means to minimise and adapt to these risks in order to secure both a prosperous insurance sector in the face of climate change and to encourage the insurance industry to use its core risk experience to assist the community adapt to climate change. 
“The framework demonstrates that insurers and brokers can be proactive about managing the risks of climate change,” he said. “The Climate Risk Diamond will assist them to not only manage risk, but also develop opportunities to increase profitability, grow their business and secure reputational gains in the face of climate change.”
As part of its proactive stance, Zurich Australia is shortly introducing its “Climate Ready” broker training. This will help brokers better understand the changing risks their customers will face as a result of climate change.
From this, Zurich Australia will pilot a “Climate-Ready” program – in conjunction with the trained brokers - for small and medium-size enterprise customers to help them prepare for potential climate change hazards.

Zurich Australia recently announced it is automatically providing flood cover for its commercial customers. Mr Smith said this was an example of Zurich taking a leadership role on the flood cover issue in recognition of the benefits of taking a proactive stance towards managing emergent climate risk and seizing the related opportunities.  

Globally, Zurich is providing political risk insurance for carbon credit projects, reflecting the global group’s launch earlier this year of its global climate initiative, which focuses on the myriad risks associated with climate change. In certain countries, Zurich is able to offer 'green rebuild' extensions to property policies, which can provide replacement of damaged materials following a triggering event with energy efficient appliances and environmentally-sustainable building materials. 
Some other findings of “The Zurich Report”:

· Climate change hazards are present, escalating and increasing losses, but many insurers are slow or not responding to the scale of risk or potential opportunities. 
· The global insurance industry can play a central role in increasing its own and society’s resilience to climate change risks. But a vast amount of preparation still remains to be done by the industry, particularly if it is going to fulfil its role as society's primary risk-bearing institution.
· The insurance industry needs to work with its stakeholders (including government bodies) to assess the risk and provide clear price signals in respect to climate-related risk. Otherwise, the public and private sectors may face the prospect of unaffordable insurance; insurers face the possibility of onerous regulatory response; and the wider industry faces a race to the bottom if insurers respond to increasing weather-related losses by withdrawing from the very markets that most urgently require their risk management services.
· Insurers have a matchless but largely untapped opportunity to provide critical risk management services to help society adapt to climate change and, at the same time, climate-ready their industry

NB The Zurich Report white paper, “Climate change and the insurance industry – no silver-bullet solution,” is available on Zurich Australia’s website www.zurich.com.au
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Zurich Financial Services Australia provides wealth protection and wealth creation solutions, offering general insurance for commercial customers, and life risk, investments and superannuation solutions for corporates and personal customers. Zurich's solutions and services are primarily accessible through insurance brokers, financial advisers and other intermediaries in Australia and New Zealand. 

Zurich Financial Services Australia is part of the worldwide Zurich Financial Services Group (Zurich), an insurance-based financial services provider with a global network of subsidiaries and offices in North America and Europe as well as in Asia Pacific, Latin America and other markets. Founded in 1872, the Group is headquartered in Zurich, Switzerland. It employs approximately 60,000 people serving customers in more than 170 countries.
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