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World’s insurers and UN Environment Programme unveil state-of-
the-art approaches to assessing climate-related physical, transition
and litigation risks

Pioneering collaborative effort by insurers shows how climate change scenarios can
be used to assess and disclose climate risks in line with TCFD recommendations

19 January 2021 —Over the past year, 22 leading insurers and reinsurers have collaborated under the
auspices of UN Environment Programme’s Principles for Sustainable Insurance Initiative (PSI) to pilot
state-of-the-art approaches—particularly the use of climate change scenarios—to better assess
climate-related physical, transition and litigation risks in the insurance business.

The final report, Insuring the climate transition: Enhancing the insurance industry’s assessment of
climate change futures, captures the key findings of the largest collaborative effort by insurers—
representing over 10% of world premium volume and USD 6 trillion in assets under management —to
pilot some of the most challenging recommendations of the Financial Stability Board’s Task Force on
Climate-related Financial Disclosures (TCFD). The overall aim of the PSI pilot project is to contribute
to the development of consistent and transparent analytical approaches that can be used to identify,
assess and disclose climate change-related risks and opportunities in insurance underwriting
portfolios in a forward-looking, scenario-based manner.

The insurance industry is one of the largest globalindustries with more than USD 6 trillion in world
premium volume and USD 36 trillion in assets under management. Assuch, insurers hold a significant
portion of global economic assets and liabilities on their balance sheets. As risk managers, insurers
and investors, the insurance industry canplay aleadership role in building climate-resilient
communities and in accelerating the transition to a net-zero emissions economy.

In his foreword for the PSI report, Mark Carney, the UN Special Envoy on Climate Action & Finance
and the UK Prime Minister’s Finance Adviser for the 2021 UN Climate Change Conference (COP26),
says: “Thisis the type of effort needed for insurers to address climate risks more efficiently, to be at
the forefront of risk management, andto drive greater climate action by the wider insurance
industry, its policyholders, and its stakeholders. Amid a changing climate, insurers are developing
innovative ways to protect vulnerable communities, to safeguard natural ecosystems that build
resilience and store carbon, and to align their business activities with the Paris Agreement. More and
more leading insurers are transitioning their investment portfolios to net-zeroemissions, and it is
time for a similar effort in their underwriting portfolios.”

Potential climate change-related risks and opportunities that insurers could face can be classified
into three categories:

= Physicalrisks related to changes in weather patterns, temperature and hydrological conditions

= Transition risks towardsa net-zero emissions economy and related fundamental changes in, for
example, energy, food and transport systems

= Potential litigation risks pertaining to climate change and breach of underlying legal frameworks
on both the business and corporate levels


https://www.unepfi.org/psi
https://www.unepfi.org/psi/wp-content/uploads/2021/01/PSI-TCFD-final-report.pdf
https://www.unepfi.org/psi/wp-content/uploads/2021/01/PSI-TCFD-final-report.pdf
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
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“In order to bring climate risks and resilience into the heart of financial decision-making, climate
disclosure (reporting) must become comprehensive; climate risk management must be transformed,
and sustainable investing (returns) must go mainstream. This is why this pioneering report by UN
Environment Programme’s Principles for Sustainable Insurance Initiative is timely,” according to
Carney, who leads the work of the COP26 Private Finance Hub. He is the former Chair of the
Financial Stability Board and the former Governor of the Bank of England.

The report’sapproach is substantively different from previous TCFD publications focused on the
financial sector. First, the report recognises that the insurance industry needs to assess climate
changerisks in anintegrated manner. Itis a pioneering initiative covering climate-related physical,
transition and litigation risks in one collaborative effort. Second, the report represents a ground-
breaking, yet still preliminary, effort to develop methods toassess climate-related litigation risks.
Third, the report shows that climate change presents not only downside risks, but also upside
opportunities to develop new insurance products or expand existing ones within a changing risk
landscape. Finally, all data that were used for the pilot project are publicly available and from
reputable resources. This helps make the assessment frameworks developed for the project practical
to use for many types of insurance companies around the world.

“Looking at the bigger picture, based on the latest climate science, this decade leading to 2030
represents the most critical period for the world to bend the global emissions curve in order to
achieve the aims of the Paris Agreement. At the same time, it is important to cope with adverse
climate change impactsthat are already being seen and felt worldwide in terms of human tragedy,
food and water insecurity, major economic losses, biodiversity loss and ecosystem degradation,” said
Butch Bacani, who leads the PSl at the UN Environment Programme. “Using both hindsight and
foresight, this report represents another concrete step and contribution by the insurance industry
towards a risk-aware world and the urgent climate transition needed.”

The 22 insurers and reinsurers that were part of the pilot group are all signatories to the UN
Principles for Sustainable Insurance: Allianz (Germany), Aviva (UK), AXA (France), Desjardins
(Canada), Generali (Italy), IAG (Australia), ICEA LION (Kenya), Intact (Canada), Lansforsakringar Sak
(Sweden), Lloyds Banking Group (UK), MAPFRE (Spain), MS&AD (Japan), Munich Re (Germany), NN
(The Netherlands), QBE (Australia), Sompo Japan (Japan), Storebrand (Norway), Swiss Re
(Switzerland), TD Insurance (Canada), The Co-operators (Canada), Tokio Marine (Japan), and Zurich
(Switzerland). See the CEO quotes below from pilot group member companies.

Project contributors include PwC, which advised and reviewed the project, and the Sabin Center for
Climate Change Law at Columbia University, which supported the work on climate-related litigation
risks. The project also benefitted from the work on litigationrisks by the Bank of England’s Prudential
Regulation Authority.

In thefinal part of his foreword, Carney states: “By insuring and investing with foresight, the
insurance industry has the opportunity to break the ‘Tragedy of the Horizon’. And in doing so, the
industry can seize the unprecedented ‘Opportunity on the Horizon”’ —toinsure the transition to a
resilient net-zero world—one that is safer, healthier, more inclusive, prosperous and sustainable. In
other words, a more sustainable and insurable world.

“To ensure a sustainable recovery from the COVID-19 pandemic, we must speed up and scale up
climate action and ambition towards COP26 and beyond. As society’s early warning system, the
insurance industry has the unique opportunity to become its global navigation system—an industry
that will help society manage the risks of today, navigate the risk landscape of tomorrow, and reap
the opportunities along the way,” concludes Carney.
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CEO quotes

The following are quotes from 17 of the 22 insurance and reinsurance companies that were part of
the pilot group for the PSI’s TCFD project:

“As a financial cooperative and insurer, Desjardins is committed to addressing the significant impacts
of climate change on our society and environment. Our participationin this pilot project contributed
to the development of innovative methodologies for the insurance industry, in order to ultimately
better protect our members, clients and communities across Canada.”

Guy Cormier, CEO & President, Desjardins Group

“We can manage and then improve only what is measurable, and this takes us a step further in
gauging the financial impact of climate change. With a sound methodology to assess how climate
change will shape our business, we can further strengthen the resilience both of the insurance
industry itself and also the communities where we are present.”

Philippe Donnet, Group CEO, Generali

“Insurers globally see the impacts of climate change firsthand when major weather events affect our
customers and communities. We all have a role to play in addressing climate change and IAG is proud
to have worked collaboratively with our global industry peers to pilot reporting standards that
contribute to a greater understanding of addressing climate-relatedrisks, as well as identify
opportunities for future growth.”

Nick Hawkins, Managing Director & CEO, IAG

“lam delighted that ICEA LION participatedin the Task Force, alongside other multinationals, in
developing this pioneering report. Itis our vision that through this project, underwriters worldwide
will embrace transparency on climate-relatedrisks and develop solutions that effectively mitigate,
measure and evaluate the implications of climate change.”

Caesar Mwangi, CEO, ICEA Lion

“Climate change is a defining issue of a generationand an existential challenge to our communities.
The UNEP report ‘Insuring the climate transition” is an important step forward to ensure we are
working together to build a stronger and more climate resilient economy and society.”

Charles Brindamour, CEO, Intact Financial Corporation

“We enteredthis global collaboration in order toimprove our understanding of climate risk and
opportunities and how to contribute to the transition towards a net-zero emissions society. Our next
step is to continue this journey more preparedthan ever—together we canfight climate change.”
Bjorn Dalemo, CEO, Lansférsdkringar Sak Férsdkrings AB

“Lloyds Banking Group is committed to the vision of a sustainable, low carbon future. The work with
PSI members on creating climate risk assessment tools has given us greaterinsight into
understanding the potential risks we face and is a useful benchmark for the next iteration of climate
stress testing.”

Antonio Lorenzo, Chief Executive, Scottish Widows and Group Director, Insurance & Wealth, Lloyds
Banking Group
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“MAPFRE’s participationin the TCFD has been essential to move forward in the analysis of climate
risks with a consensus methodology. This will allow us to anticipate the assessment of financial
impacts, defining strategiesand improving decision-making, and will contribute to our commitment
to promote a more sustainable planet.”

Antonio Huertas, Chairman & CEO, MAPFRE

“It was a great honor to participate in the UNEP Fl insurance pilot. The deliverables through
collaborative work by pilot members across the globe have been fruitful and satisfactory. They will
certainly help insurers address climate-relatedrisks and encourage disclosure.”

NoriyukiHara, President & CEO, MS&AD

“In support of our environmental commitments, and to further promote transparency, NN Group has
taken steps to implement the TCFD recommendations since 2017. We are committed to further
improving our disclosures. We believe that continuing to build a better understanding of climate
change-relatedrisks and opportunities is the right way forward.”

David Knibbe, CEO, NN Group

“QBE is committed toimplementing the recommendations of the TCFD and we’re pleased we have
been able to contribute to this discussion on creating scientific and technical guidelines to assess
climate-relatedrisks. We believe strengthening the standard of reporting and disclosures within our
industry is a very positive step towardsa more sustainable future.”

Vivienne Bower, Group Executive, Corporate Affairs & Sustainability, QBE

“SOMPO appreciatesthis project’s achievementsand its comprehensive analysis of the risks and
opportunities presented by climate change. We will demonstrate leadership and collectively strive to
have a planet where present and future generations canlive in security, health and well-being.”
Kengo Sakurada, Group CEO, Director, President & Representative Executive Officer, Sompo Japan

(Quote being signed off)
Christian Mumenthaler, Group CEO, Swiss Re

“Climate changeis a critical challenge which requires significant effort to help economies transition
successfully to the low-carbon future. At TD Insurance we are demonstrating our commitment to ESG
principles through our participation in the UNEP FI pilot, our sustainable insurance practices, and
managing our climate-relatedrisks.”

Raymond Chun, President & CEO, TD Insurance

“To protect the financial security of current and future generations, our industry must work together
to assess the complex risks posed by climate change. Through these recommendations, we can
develop a frameworkto better assess climate risk as an industry, and enable a smoother transition to
a more climate-resilient future.”

Rob Wesseling, President & CEO, The Co-operators

“UNEP FI’s publication of ‘Insuring the Climate Transition’ represents a steady step forward by the
insurance industry in accelerating the societal transition towards decarbonization. Aiming at building
a climate-resilient society, Tokio Marine stays committed to take a leadership role in promoting
climate-related disclosure practicesglobally in collaboration with various stakeholders.”
ShinichiHirose, President, Tokio Marine



¢ \

(7 M
N
UNEP Principles
FINANCE for Sustainable
INITIATIVE Insurance

“Understanding the risks we face from climate change is the first step towards risk mitigationand
resilience. This report is an important blueprint for the insurance industry to move towards a
consistent analysis of the potentialimpacts we need to tackle.”

Alison Martin, CEO, Europe, Middle East & Africa and Bank Distribution, Zurich

Report

Download the final report on the PSI’s project to pilot the TCFD recommendations: “Insuring the
climate transition: Enhancing the insurance industry’s assessment of climate change futures”
Webinars

Register for any of the webinars (catering to different time zones) on 11 February to learn more
about the key findings of the PSI’s TCFD project.

11 February 2021

=  First webinar: 9:00to 10:30 am Central European Time = Register here
= Second webinar: 3:00 to 4:30 pm Central European Time = Register here

Contact persons

For more information, please contact the following people based in Geneva, Switzerland:

= Manuel Lonfat, TCFD Project Manager, UNEP’s Principles for Sustainable Insurance Initiative:
manuel.lonfat@un.org

= Qlivia Fabry, Programme Supervisor, UNEP’s Principles for Sustainable Insurance Initiative:
olivia.fabry@un.org

= Sally Wootton, Communications Lead, UNEP’s Finance Initiative: sally.wootton@un.org

About UN Environment Programme’s Principles for Sustainable Insurance Initiative

Endorsed by the UN Secretary-General andinsurance industry CEOs, the Principles for Sustainable
Insurance (PSI) serve as a global framework for the insurance industry to address environmental,
social and governance (ESG) risks and opportunities—and a globalinitiative to strengthen the
insurance industry’s contribution as risk managers, insurers and investors to building resilient,
inclusive and sustainable communities and economies on a healthy planet.

Developed by UN Environment Programme’s Finance Initiative, the PSI was launched at the 2012 UN
Conference on Sustainable Development (Rio+20) and has led to the largest collaborative initiative
between the UN and the insurance industry.

www.unepfi.org/psi


https://www.unepfi.org/psi/wp-content/uploads/2021/01/PSI-TCFD-final-report.pdf
https://www.brighttalk.com/webcast/17290/464147?utm_source=UN+Environment+Finance+Initiative&utm_medium=brighttalk&utm_campaign=464147
https://www.brighttalk.com/webcast/17290/464149?utm_source=UN+Environment+Finance+Initiative&utm_medium=brighttalk&utm_campaign=464149
mailto:manuel.lonfat@un.org
mailto:olivia.fabry@un.org
mailto:sally.wootton@un.org
http://www.unepfi.org/psi

