Plataforma Regional para la Reduccion del Riesgo de Desastres de las Américas
Invertir en RRD para proteger los avances del desarrollo

IV Sesion - Guayaquil, Ecuador del 27 al 29 de Mayo 2014

L )

R 1 SRRTY

) ol

(e o \

Sy U N I S D
QFcing ob las Mo Gorss Unides pars 1o Apdud
cel Rissgo de Desesires

u P Secretaria de ﬂ

Gestion de Riesgos o bl

Comendio & integraciin

@ Swiss Re

Disaster Risk Financing:
The Evolving Role of (Re)Insurance and Financial Markets

Claudia Melo

Swiss Re
i-"‘_‘g'l ?;T::;t‘::::. MMMMMM rwlﬁ::ﬂum f = e I"_‘ \ Drgarli}all:ilflﬂ @ﬁganhicidﬂ
@usalD  OzEEET == BBID unicef® Q@ Gt @

@ SwissRe E E i World Vision 53



o

Massive gap between total and insured losses
highlights potential exposure for the public sector
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Natural catastrophe losses 1970-2013, in USD billion (2013 prices)
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Risk transfer is key to sustaining economic growth
after a disaster

Cunmmlative effect 1f nninsured Cummlative effect if fully insured

e BIS developed a model from which they can simulate the impact of natural
catastrophes on a country's growth path
e Countries generally do not recover their previous growth paths and consequently

— Natural catastrophes leave behind a permanent macroeconomic cost, over and above the direct
loss from the destruction.

e Sluggish growth in each subsequent year after an uninsured disaster brings the
cumulative permanent loss to nearly 4% of GDP
— However, following an insured event, the cumulative output gain is 2.4%

Source: Bank of International Settlements




A more balanced mix of financing is needed

Post event

Tax increases

Donor assistance

Raise debt

Budget reallocation

Pre event

Loss
Severity

Risk transfer

Contingent
Financing

Reserve Fund

<

—>
Loss

Frequency

World Bank Policy Research
Working Paper 5564, "How do
Governments Respond after
Catastrophes”, 2/2011

"From an ex-post perspective, the
availability of insurance offers the
best mitigation approach against real
and fiscal consequences of disasters”




Risk transfer: efforts required on all fronts
Macro, micro and pooling

How to close the gap?

economic Solution type Description

Risk transfer solutions for
(sub)sovereigns to cover their
direct or indirect costs

Insurance schemes and pools
to increase insurance
penetration

insured

rehabilitation of the Micro via aggregators such as
poor MFIs, NGOs, and corporates
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Structure of risk transfer solutions

Reinsurers Capital Markets Insurers
Premiums

Insurance Policy/
Contract

v

Government

Policy: Insurance linked securities ("cat bonds"), swaps and reinsurance
Risks: Natural catastrophes, agriculture risk, pandemics, longevity

Use of funds: Emergency costs, long term liabilities, internal funding




Macroinsurance expanding to cover
new disaster risks

The list of potential risks that governments can "insure" is growing, including
catastrophes, weather and commodity-linked weather
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More holistic public sector risk management

- CRO a "recent" development, embraced by enterprise and, increasingly, the public
sector
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Mensaje final

El sector privado tiene la funcion de apoyar al
Gobierno y la sociedad en la gestion del riesgo
de desastres
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Claudia Melo has 10 years of experience in the financial sector,
which of them six in the national and international insurance and
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Claudia works at Swiss Re since March 2008 when she joined
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as well the Southern Cone region. Her responsibility was to
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Since 2011, as part of Swiss Re Global Partnerships team, she
focuses in developing risk management and risk transfer
solutions for addressing public sector needs, in order to create a
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and Development Banks in Latin America.
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