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CLIMATE CHANGE: CODE RED FOR HUMANITY
Climate change is expected to increase physical risk exposures substantially in the next decades

 Increase in frequency and intensity of extreme weather and climate-related events (e.g. 2021 IPCC report)

 Findings by attribution research underline a significant anthropogenic influence on certain extreme weather events (WMO 2021)

 Substantial global GHG-emission levels: stronger and faster materialization of climate change-related effects expected

 UN Secretary-General António Guterres: 2021 IPCC report is a ”code red for humanity”

Source: European Environment Agency (EEA), 2020

What does that mean for Europe with regard to physical risk exposures?

EEA 2021 Report: Europe's changing climate hazards

Northern Europe: increase in annual precipitation and heavy rainfall

Central Europe: lower summer rainfall, but more frequent and stronger weather 
extremes, including heavy precipitation, river floods, droughts and fire hazards

Southern Europe: hotter summers, increased risk of droughts and wildfires

Global average near surface temperature since the pre-industrial period
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CLIMATE CHANGE AND INSURANCE
EIOPA published its report on non-life underwriting and pricing in light of climate change in July 2021

 It discusses challenges associated with annual re-pricing of non-life insurance contracts in context of climate change

 Higher physical risk exposures lead to higher risk-based premium levels: negative impact on long-term affordability and availability of 
insurance against climate-related hazards possible

Some market implications

Climate change will continue for many years to come – Adaptation to climate change important task for societies and economies

California Department of Insurance



4

RISK REDUCTION: CLIMATE CHANGE ADAPTATION
Climate-related adaptation measures

 …implemented ex-ante to a loss event reduce the policyholder’s physical risk exposure and insured losses

 …can be a key tool to maintain the availability and affordability of non-life insurance products in the future

Some examples of climate-related adaptation measures

• Installation of water or storm resistant external walls, windows, doors 

• Domestic flood protection walls / sandbags

• Forecasting and warning systems for extreme weather events

EIOPA’s Pilot Exercise on Climate Change Adaptation in Non-Life Underwriting and Pricing

i)  How are climate-related adaptation measures integrated in product design and pricing of non-life insurance contracts?

 Collect and share good underwriting practices

ii) How are the risk reducing effects of adaptation measures reflected in technical provisions and non-life underwriting SCR? 

 Assess the risk-based appropriateness of the corresponding prudential treatment
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PILOT EXERCISE (1/3)

For the pilot exercise, EIOPA is particularly interested in insurance products that:

 Offer insurance coverage for climate-related hazards according to the EU Taxonomy 
(temperature-, wind-, water- and solid mass-related)

 Integrate adaptation measures that reduce policyholder’s physical risk exposure to 
climate-related hazards 

 Ideally set incentives for policyholders to take up costly adaptation measures, e.g. 
through reduced premiums or deductibles

Market Examples: 

 Storm coverage: Premium discounts for houses meeting specific building standards

 Flood coverage: Premium discounts for houses with protection measures

 Crop Insurance: Real-time weather data and alert systems

 Property Insurance: House assessments aiming at climate-related risk preventionSource: Annex A of the EU Taxonomy Climate Delegated Act supplementing
Regulation (EU) 2020/852
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PILOT EXERCISE (2/3)
Pilot Exercise with volunteering insurers: two-step approach

I. Excel-based questionnaire to be filled in from 07 December 2021 to 04 February 2022

II. Dedicated interviews to collect further insights into product design and prudential aspects in March 2022

Draft Questionnaire: Four main areas

1. Influence of climate change on physical risk exposures and insurance underwriting

2. Integration of climate-related adaptation measures in non-life insurance products

3. Underwriting effects of climate-related adaptation measures 

4. Prudential treatment of climate-related adaptation measures 

Influence of climate change on physical risk 
exposures and insurance underwriting

Integration of climate-related adaptation 
measures in insurance products

Underwriting effects of climate-related 
adaptation measures 

Prudential treatment of climate-related 
adaptation measures 

Questionnaire: Four main areas
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PILOT EXERCISE (3/3)

How to participate?

 Send email to: impactuw@eiopa.europa.eu

Information also on EIOPA’s website: 

 Browse -> “Consultations and Surveys”

Please send the excel file back to EIOPA until 4 February 2022

mailto:impactuw@eiopa.europa.eu


THANK YOU!
For more information visit:
https://www.eiopa.europa.eu
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