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Key takeaways

e The global SRI Natural Catastrophe
Resilience Index was little changed
at24%in 2020.

e Three quarters of the world's
potential losses from natural
disasters remain under-insured.

e Five of the most resilient countries in
the world are in advanced Europe.

e The US and Japan have the highest
absolute natural catastrophe
protection gaps in the world.

o Resilience across the emerging
markets has remained low since
2000.

e Emerging APAC is the least resilient
region, with over 96% of natural
catastrophe losses unprotected.
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In a nutshell

Natural catastrophe resilience remained low in 2020. The global
protection gap was USD 231 billion, a new high. Improvements in
global resilience since 2000 have been driven by advanced
markets. Emerging markets, however, have become less resilient
as economic growth has outpaced expansion of insurance reach.

The global SRI Natural Catastrophe Resilience Index (NatCat I-RI)" remained
low at 24% in 2020, little changed from the previous year. This indicates that
around three quarters of the globally-modelled annual expected losses from
wind, flood and earthquake hazards are not covered by private insurance. The
global natural catastrophe protection gap from these risks was USD 231
billionin 2020, a record high. Overall, 4 billion people around the world live
in countries that are highly under-protected against natural perils. The US has
the largest natural catastrophe protection gap in the world, and next is Japan.

The world has become just marginally more resilient to natural catastrophes
since the turn of the century, and the pace of improvement has slowed since
2010 (see Figure 1). Further, the improvement has not been universal, with
the strengthening since 2000 driven predominantly by the advanced
markets. Advanced EMEA is the most resilient region (aggregate index of
44%). Denmark, France, the UK and Switzerland are Belgium are all in the
world Top 10 of most resilient (see Table 1). This reflects existence of robust
private insurance and national disaster protection sectors, helping businesses
and homeowners to manage the financial fallout from natural catastrophes.
Nevertheless, some other European countries are among the least resilient.
ltaly, for example, ranks 24 globally with the largest protection gap in Europe.
This is in due to the country's high exposure to seismic risks in particular, but
low levels of insurance penetration (premiums as a % of GDP).

The aggregate resilience index for North America stands at 40%, the second
highest by region, due to high levels of insurance penetration in the US and
Canada. That said, there has been just marginal improvement in resilience
over the last 10 years. The US specifically ranks 12™ most resilient globally
(index of 41%) and in absolute terms, it has the biggest natural catastrophe
protection gap of all countries (USD 45.8 billionin 2020). Earthquake risk
makes up the majority of protection gap in the US, followed by tropical
cyclones and floods. While the US has high levels of insurance penetration, it
is also the world's largest economy with high accumulation of property asset
exposures. In advanced Asia Pacific, the natural catastrophe index for New
Zealand is 73%, making it the third most resilient country in the world. This is

! The SRl resilience index measures the relation between protection needed and available. By estimating the
contribution of insurance in covering losses after a natural catastrophe the index measures progress in building societal
resilience. The score ranges from 0-100%. See sigma Resilience Index 202 1: a cyclical growth recovery, but less
resilient world economy, Swiss Re Institute.
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mostly due to earthquake insurance being compulsory, that in a country
where seismic risk is the main catastrophe exposure. In Australia, efforts to
increase flood insurance uptake has strengthened overall resilience there.
Japan, meanwhile, ranks 17, with an index reading of 21%. Japan has the
second largest natural catastrophe protection gap globally (USD 30.6 billion).
Like New Zealand, Japan is one of the most earthquake-prone countries in the
world. In contrast, however, insurance penetration for seismic risks is low.

Table 1: Natural catastrophe resilience
index and protection gap Figure 1: Natural catastrophe resilience index (2000-2020)
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