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Climate Change Science

What do we know?

Anthropogenic emissions have changed the 

climate and will continue to do so

1850

Global average temperatures today are ~1°C higher 
than pre-industrial (1850–1900), and at current rates 

will be 1.5 °C higher by 2050.

2019

Greenhouse gas emissions

More energy in the climate system 

from solar radiation

Changing weather patterns 

European Windstorm

Confidence in the impact of global 

warming

HighLow

Expected 

impact of 

global 

warming*

Significant

Negligible

* Expected impact can vary significant 

depending on territory

Severe Thunderstorm

Wildfire

Hurricane/Typhoon

Sea Level Rise

Extreme Heat

Drought (subsidence)

Extreme Cold

Inland Flooding
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Taxonomy of Climate Change Risk

Physical Risk Liability Risk

Direct damage to assets or property

Transition Risk

Disruption from adjustment to low-

carbon economy

Not considering or responding to the 

impacts of climate change

▪ Policy changes

▪ Technological innovation

▪ Social adaptation

▪ Stakeholder litigation and  

regulatory enforcement

▪ Generation conflict

▪ Lower asset values

▪ Increased insurance claims

▪ Supply chain disruption

▪ Impacts on pricing and demand

▪ Stranded assets

▪ Defaults on loans

▪ Business disruption resulting from 

litigation

▪ Penalties resulting from litigation

▪ Changing climate conditions

▪ Extreme weather events 

Climate Adaptation Investment 

Climate Risk Analytics 

Risk Transfer Products



44
©2021 ARTHUR J. GALLAGHER & CO. 

Climate Change Peril Scorecard 
Key themes of projections
Climatic Change General impact on Peril

Increasing atmospheric moisture 

content

More intense precipitation and 

heighten flood risk

Rising temperatures leading to 

more evaporation

In general wet areas get wetter and 

dry areas drier 

Earlier snowmelt and decreasing 

snow cover

Highly regional changes both 

increasing and decreasing flood risk
Significant 

Decrease
Significant 

Increase
No Change

Frequency

Severity

Certainty in projection

High ConfidenceLow Confidence

General Global Future Projection

Regions the peril impacts

Vast majority of 

regions with high 

flood risk will have 

a substantial 

increase in risk

Increase in fluvial 

and pluvial flooding 

across much of 

Asia

Increase in pluvial flooding but decrease 

in fluvial flooding across Europe

Key regional themes

Inland Flood
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The Widening Protection Gap

The insurance ‘Protection Gap’ is growing: only 

30% of global catastrophe losses are currently 

insured*. Governments are taking on a higher level 

of risk in an effort to protect their societies

(Re)insurance plays a key 

role in helping governments 

manage this exposure –

risk transfer from the 

public to the private 

sector

Climate change impact combined with the 

underlying growing exposure due to wealth 

creation, likely to reinforce the necessity to actively 

manage NAT CAT risks at Governmental level
CONFIDENTIAL – DO NOT DISTRIBUTE
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FSA

▪ FSA have been an active 

member of the NGFS 

since June 2018.

▪ Strongly supporting the 

TCFD Consortium of 

Japan.

APRA

▪ Draft guidance for 

Climate Change 

Financial Risks (CPG 

229) issued April 2021. 

Aligned with TCFD but 

will remain voluntary. 

FMA

▪ Climate reporting to be 

mandatory by 2023, with 

specifications & 

standards due to be 

released in 2022. 

Global Regulatory Approaches

As of Dec. 2021

Binding Measures / 

Framework in place

Binding Measures / 

Framework under review

Voluntary Measures / 

Guidelines in place

Voluntary Measures / 

Guidelines under review

Key
AUS

APRA NZ

FMA

JPN

FSA

PRA/Bank of England

▪ Climate change scenarios 

included in 2019 & 2021 

stress testing

▪ Climate-related disclosure 

mandatory from 2022

ACPR

▪ Considering climate 

change stress scenario 

development

▪ Looking to follow 

existing PRA approach

NAIC

▪ Accelerating regulatory 

action – March 2021 

stress testing plans 

announced by New 

York DFS regulator

EIOPA

▪ Transition Risk sensitivity testing (potential future formal stress testing)

▪ Physical Risk expected to be included within ORSA reporting, with 2 climate change scenarios suggested

▪ Regulatory Technical Standards (RTS) on ESG disclosure expected to be mandatory by 2022

UK

PRA

EU

EIOPA

US

NAIC

FR

ACPR
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How important it is to be prepared

Climate change 
leading to significant 

change in 
meteorological 

hazards’ frequency 
and intensity

Social role 

of insurance

Position of insurance in 
the global financial 

system
Psychology of risk

Critical role of 
insurance in the face of 

uncertainty
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How important it is to be prepared

Clear definition of 
level of risk that can 

be carried by the 
private sector and 
public engagement 
required to close 

the respective 
protection gap

Transparency for all 
those involved as to 
which risks can be 

accepted and which 
cannot

Identification and 
management of 

risks that lie 
outside the risk 

management 
framework

Management of 
unexpected risks 
within a private 

insurance company

Risk capacity

Risk appetite

Risk measurement
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How important it is to be prepared

The insurance industry needs to be part of the solution and not part of the problem after a 

loss

Mapping of possible short-, medium- and long-term scenarios

Working with as many partners as possible to find solutions, e.g. government, UN, 

development banks, NGOs, semi-governmental bodies, etc.

Open sharing of knowledge and skills

Realign internal stakeholders to recognize the value of collaboration

Changing the image of insurance and positioning to achieve a broader recognition of 

the industry's role in society

1

2

3

4

5

6
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Mutual Insurers as a Source of Inspiration

Trust: Mutual insurers enjoy high-levels of trust by 
their customers. Interests of customers come first.

Play the long game: Profitability is not the 
exclusive or primary objective. Strong social 
purpose of mutuals.

Reputation: Values associated with mutuals such 
as sharing-of-profits, long-term horizon and 
sustainability are key for enhancing reputation.
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Questions
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General Disclaimer for all Analytical Work
This analysis has been prepared by Gallagher Re on the condition that it shall be treated as strictly confidential and shall not be communicated in whole, in part, or in summary to any third party without prior written consent from Gallagher Re.  Gallagher Re is a business unit that includes a number of 

subsidiaries and affiliates of Arthur J. Gallagher & Co. which are engaged in the reinsurance intermediary and advisory business. All references to Gallagher Re below, to the extent relevant, include the parent and applicable affiliate companies of Gallagher Re.

Gallagher Re has relied upon data from public and/or other sources when preparing this analysis. No attempt has been made to verify independently the accuracy of this data. Gallagher Re does not represent or otherwise guarantee the accuracy or completeness of such data nor assume responsibility for the 

result of any error or omission in the data or other materials gathered from any source in the preparation of this analysis. Gallagher Re shall have no liability in connection with any results, including, without limitation, those arising from based upon or in connection with errors, omissions, inaccuracies, or 

inadequacies associated with the data or arising from, based upon or in connection with any methodologies used or applied by Gallagher Re in producing this analysis or any results contained herein. Gallagher Re expressly disclaims any and all liability, based on any legal theory, arising from, based upon or 

in connection with this analysis. Gallagher Re assumes no duty in contract, tort or otherwise to any party arising from, based upon or in connection with this analysis, and no party should expect Gallagher Re to owe it any such duty. 

There are many uncertainties inherent in this analysis including, but not limited to, issues such as limitations in the available data, reliance on client data and outside data sources, the underlying volatility of loss and other random processes, uncertainties that characterize the application of professional 

judgment in estimates and assumptions. Ultimate losses, liabilities and claims depend upon future contingent events, including but not limited to unanticipated changes in inflation, laws, and regulations. As a result of these uncertainties, the actual outcomes could vary significantly from Gallagher Re’s 

estimates in either direction. Gallagher Re makes no representation about and does not guarantee the outcome, results, success, or profitability of any insurance or reinsurance program or venture, whether or not the analyses or conclusions contained herein apply to such program or venture.

Gallagher Re does not recommend making decisions based solely on the information contained in this analysis. Rather, this analysis should be viewed as a supplement to other information, including specific business practice, claims experience, and financial situation. Independent professional advisors 

should be consulted with respect to the issues and conclusions presented herein and their possible application. 

Gallagher Re makes no representation or warranty as to the accuracy or completeness of this document and its contents. 

This analysis is not intended to be a complete actuarial communication, and as such is not intended to be relied upon. A complete communication can be provided upon request. Subject to all terms of this Disclaimer, Gallagher Re actuaries are available to answer questions about this analysis.

Gallagher Re does not provide legal, accounting, or tax advice. This analysis does not constitute, is not intended to provide, and should not be construed as such advice. Qualified advisers should be consulted in these areas.

Gallagher Re makes no representation, does not guarantee and assumes no liability for the accuracy or completeness of, or any results obtained by application of, this analysis and conclusions provided herein.

Where data is supplied by way of CD or other electronic format, Gallagher Re accepts no liability for any loss or damage caused to the Recipient directly or indirectly through use of any such CD or other electronic format, even where caused by negligence. Without limitation, Gallagher Re shall not be liable for: 

loss or corruption of data, damage to any computer or communications system, indirect or consequential losses. The Recipient should take proper precautions to prevent loss or damage – including the use of a virus checker.

This limitation of liability does not apply to losses or damage caused by death, personal injury, dishonesty or any other liability which cannot be excluded by law.

This analysis is not intended to be a complete Financial Analysis communication. A complete communication can be provided upon request. Subject to all terms of this Disclaimer, Gallagher Re analysts are available to answer questions about this analysis.

Gallagher Re does not guarantee any specific financial result or outcome, level of profitability, valuation, or rating agency outcome with respect to A.M. Best or any other agency. Gallagher Re specifically disclaims any and all liability for any and all damages of any amount or any type, including without 

limitation, lost profits, unrealized profits, compensatory damages based on any legal theory, punitive, multiple or statutory damages or fines of any type, based upon, arising from, in connection with or in any manner related to the services provided hereunder.

Acceptance of this document shall be deemed agreement to the above.

Gallagher Re is a trading name of Arthur J. Gallagher (UK) Limited, which is authorised and regulated by the Financial Conduct Authority. Registered Office: The Walbrook Building, 25 Walbrook, London EC4N 8AW. Registered in England and Wales. Company Number: 1193013. www.ajg.com/uk 

Gallagher Re is a trading name of Nordic Försäkring & Riskhantering AB (“Nordic”). Nordic is authorised by the Swedish Financial Supervisory Authority, and incorporated in Sweden under company number 556418-5014 with registered address at Mölndalsvägen 22, 412 63 Göteborg, Sweden. Nordic also 

offers and performs insurance distribution services/activities through its Belgian branch. The Belgian branch has its registered office at Posthofbrug 6-8 bus 5/134, 2600 Berchem, company number 0743.567.257.  Nordic is also deemed authorised and regulated by the UK Financial Conduct Authority under the 

Temporary Permissions Regime. UK branch registered in England and Wales under branch number BR021003, with registered address at The Walbrook Building, 25 Walbrook, London EC4N 8AW.

v22.3


