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Executive summary

Natural catastrophe (NatCat) events can have profound economic and societal implications. Given 
the increasing frequency and severity of extreme weather events, as well as growing urbanisation 
in areas subject to NatCat events, the impacts will continue to endure. Despite the critical role of 
insurance in mitigating these impacts, signi�cant protection gaps (ie, uninsured economic losses) 
persist globally, potentially posing risks to �nancial stability and economic resilience. 

This special topic edition of the Global Insurance Market 

Report (GIMAR) explores the potential �nancial stability 

implications of NatCat protection gaps and examines 

their drivers, trends and impacts through a combination 

of theoretical analysis and case studies.

The �ndings of this report highlight the importance of 

coordinated global efforts to address NatCat protection 

gaps. While the historical case studies of NatCat 

events in this report did not lead to �nancial instability, 

widening protection gaps (eg through a reduction in the 

insurability of assets due to the increasing frequency 

and severity of weather-related events) could increase 

systemic risk, for instance by shifting more risks to 

the banking sector. Strengthening insurance markets, 

enhancing resilience and fostering collaboration can 

help mitigate the economic, �nancial and societal 

impacts of NatCat events. The IAIS remains committed 

to supporting its members in advancing this agenda for 

addressing protection gaps. 

KEY FINDINGS

NatCat protection gaps arise from a combination of 

factors, including the uninsurability of certain risks, 

affordability issues and lack of risk awareness. Globally, 

insurance absorbs signi�cant economic losses, 

supports recovery and can incentivise risk reduction. 

However, the uninsured portion of economic losses 

remains substantial, particularly in emerging market and 

developing economies (EMDEs). For instance, in 2024, 

at least 57% of global NatCat economic losses were 

uninsured (see Figure 2).

NatCat events can disrupt the real economy, �nancial 

sector and societal structures through direct and 

indirect impacts. Direct impacts include damage to 

infrastructure, homes and businesses, while indirect 

effects may follow from increased credit risks, reduced 

investment and heightened sovereign debt burdens. 

Insurance can mitigate these impacts; however, 

low coverage levels in high-risk regions expose 
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1.	Introduction

One of the core objectives of the IAIS is to monitor and respond to key risks and trends in the 
global insurance sector. The IAIS assesses these trends and risks primarily through its annual 
Global Monitoring Exercise (GME), with results reported through the IAIS Global Insurance Market 
Report (GIMAR). 

GIMAR special topic editions delve deeper into 

emerging trends or risks, or speci�c insurance sector 

issues. This special topic edition contributes to the 

IAIS� work on understanding and addressing natural 

catastrophe (NatCat) protection gaps, which is a key 

priority for the IAIS.

NatCat events2 can have severe economic and 

�nancial stability implications, as well as devastating 

human and societal impacts. Insurance plays 

a vital role in enhancing resilience by providing 

risk assessment and risk management solutions, 

incentivising risk prevention, absorbing economic 

losses and supporting recovery efforts. Given the 

increasing frequency and severity of weather-related 

events and continued growth of exposures in high-

risk areas, the NatCat protection gap could widen 

in future years if growth in insurance coverage 

does not match the growth in NatCat exposures.

2	 In this report, the term �natural catastrophe� (NatCat) refers to damages caused or accentuated by events such as �oods, earthquakes and storms 
and could be used interchangeably with the term �disaster risk�, which is commonly used by other organisations such as the Organisation for 
Economic Co-operation and Development (OECD), the World Bank Group (WBG) and the United Nations. 

The primary objective of this GIMAR special topic is 

to explore the potential �nancial stability implications 

of NatCat protection gaps. Additionally, the report 

examines NatCat protection gap drivers, trends and 

impacts through a combination of theoretical analysis 

and case studies. As a global study of the issue can be 

a challenge, in part due to data limitations, the report 

uses case studies (covering six countries and various 

types of events) as well as a review of existing research 

on the topic to assess whether NatCat protection 

gaps have contributed to �nancial instability or could 

potentially lead to �nancial stability risks.
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3	 See IAIS (2023), A call to action: the role of insurance supervisors in addressing natural catastrophe protection gaps.
4	 See the dedicated GIMAR page on the IAIS website.
5	 IAIS-WBG (2025) input paper to G20 Sustainable Finance Working Group: Identify and assess insurance protection gaps.

1.1	 RELATION TO OTHER IAIS WORK

This report builds on the IAIS� 2023 Call to Action 

report,3 which outlined �ve major categories of action 

for insurance supervisors. As illustrated in Figure 1, a 

supervisory initiative can cover multiple categories of 

action and the recommended actions can also support 

multiple supervisory objectives. This report speci�cally 

supports the actions related to the assessment of 

protection gaps, including the analysis of the possible 

impact of protection gaps on the real economy and 

�nancial system.	

Microprudential supervi

sio
n

Assessing 
insurance 
protection 

gaps

Improving 
�nancial 

literacy and risk 
awareness

Incentivising 
risk 

prevention
Creating  
enabling 

regulatory/
supervisory 
environment

Advice to 
government, 
including on 

PPPs

FIGURE 1: Spectrum of supervisory 
activities to address protection gaps

Source: IAIS (2023), A call to Action

NatCat events can 
have severe economic 
and �nancial stability 

implications, as well as 
devastating human and 

societal impacts.

This report also complements other ongoing IAIS� 

work in this area. It builds on the regular GIMAR 

climate chapters,4 where the IAIS has analysed how 

severe NatCat scenarios could signi�cantly affect 

insurers� solvency. In addition, the IAIS is making 

signi�cant efforts to promote solutions to address 

NatCat protection gaps. This includes fostering multi-

stakeholder collaboration and clarifying the role that 

insurance supervisors can play. In this regard, the IAIS 

works with partners including the Financial Stability 

Institute (FSI) of the Bank for International Settlements 

(BIS), the Group of Seven (G7), the Group of Twenty 

(G20), the Organisation for Economic Co-operation and 

Development (OECD) and the World Bank Group (WBG). 

Most recently, the IAIS and the WBG developed an input 

paper to support the G20 Finance Track.5  
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1.2	 SCOPE OF THE REPORT

While insurance protection gaps may exist in many 

areas, this report focuses solely on NatCat protection 

gaps (referred to in this report as �protection gaps�).

Varying types of NatCat events are covered, including 

droughts, earthquakes, �oods and hurricanes, which 

are sometimes referred to as �natural hazards�. 

�Extreme weather events� is also a term used to 

describe some of these events (like �oods, hurricanes 

and droughts). Long-term changes to weather 

patterns and their possible impact on the economy 

or �nancial sector are out of scope � as these are 

typically seen as uninsurable (see Section 2). 

1.3	 SOURCES

Most data referenced in this report are taken from 

public sources (including the work of partner 

organisations or industry). The IAIS also used its 

annual data collection through the GME for inputs 

from insurance supervisors. A total of 34 IAIS 

members6 provided information as part of the sector-

wide monitoring (SWM), including aggregate insurance 

market data and qualitative information. 

1.4	 STRUCTURE

The report is structured as follows. Section 2 provides 

a de�nition of NatCat protection gaps and describes 

underlying drivers, trends and measurement. Section 3 

sets out the theory to analyse how NatCat events may 

impact the �nancial system and real economy. Section 

4 discusses how the presence or absence of insurance 

protection against NatCat events can either mitigate 

or amplify these �nancial stability risks, building on the 

key insights from the case studies. Section 5 discusses 

supervisory responses and mitigating actions to address 

NatCat protection gaps. Section 6 concludes and shares 

next steps for the IAIS. Annex 1 provides a more detailed 

description of the case studies. Annex 2 provides a 

summary of related analysis performed by the WBG.

6	 SWM 2025 participating jurisdictions that provided information on protection gaps are Albania, Australia, Austria, Belgium, Bermuda, Canada, Chile, 
China, Chinese Taipei, Croatia, Czech Republic, Denmark, Estonia, France, Germany, Guatemala, Italy, Japan, Korea, Lithuania, Malaysia, Mexico, 
Moldova, Netherlands, Poland, Portugal, Romania, Singapore, Slovenia, South Africa, Switzerland, United Kingdom, United States and Uruguay. 
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3.	Framework for 
assessing �nancial 
stability risks of  
NatCat events 

11	 De�ned by the FSB as �a property of the �nancial system that: (i) re�ects the accumulation of imbalances; (ii) may increase the likelihood of a shock; 
and (iii) when acted upon by a shock, may lead to systemic disruption.� The FSB also de�nes �transmission� and �ampli�cation or feedback loops� 
as follows: vulnerabilities when acted upon by a shock, can propagate strains through the �nancial system (transmission), amplify stress through 
which the �nancial system would increase the initial impact of the climate shock (ampli�cation or feedback), and lead to systemic disruption.

12	 IAIS (2019), Holistic Framework for the assessment and mitigation of systemic risk in the insurance sector. 
13	 FSB (2025), Assessment of Climate-related Vulnerabilities: analytical framework and toolkit.  

This section � and the report as a whole � primarily 

focuses on the impacts of NatCat events at a local 

(jurisdictional) level. However, this section concludes 

with a brief re�ection on potential cross-border and 

global implications. As highlighted in this section, the 

impact of NatCat events on �nancial stability is highly 

heterogeneous; it is largely dependent on the speci�c 

circumstances in a jurisdiction, as effects can interact 

with existing �nancial vulnerabilities11  in the �nancial 

system and real economy.

While this section provides a theoretical framework 

for assessing the potential �nancial stability impact of 

NatCat events, the next section (Section 4) examines 

This section explores how NatCat events could pose risks to �nancial stability. It examines the 
impacts of NatCat events on the real economy, the �nancial sector and society at large. It also 
discusses possible secondary impacts, including feedback and ampli�cation effects within and 
between different sectors of the economy and �nancial system. 

how the presence or absence of insurance protection 

against NatCat events can either mitigate or amplify this 

potential �nancial stability impact, based on insights 

from jurisdictional case studies. 

3.1	 CONTEXT AND KEY CONCEPTS

The analysis of �nancial stability risks in this report 

builds on the IAIS Holistic Framework for the assessment 

and mitigation of systemic risk in the insurance sector 

(�Holistic Framework�)12 as well as an analytical 

framework that the Financial Stability Board (FSB)13 

published in early 2025 on how physical and transition 

climate risks can be transmitted and ampli�ed by the 

global �nancial system. 
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Banks and other lending institutions

NatCat events can directly impact the loan books of 

banks and lending institutions. Secondary effects can 

include increased credit risk as borrowers struggle to 

meet loan obligations due to reduced income, resulting 

in higher non-performing loans (NPLs). Property values 

can also decrease, resulting in banks having lower 

collateral for their loans (mainly mortgages). If a bank�s 

NPLs increase and loan-to-value (LTV) ratios increase, 

the combined effect generally points to a more restrictive 

lending environment going forward. The consequences 

could be more pronounced for micro�nance institutions23 

where loan portfolios are directed to low-income 

populations who may be less resilient to the impact of 

NatCat events. 

Banks could face liquidity strain if customers withdraw 

their money to deal with the consequences from the 

NatCat event. Banks, credit unions and similar �nancial 

institutions with operations concentrated in the area 

affected by the NatCat event could face the greatest 

impacts on liquidity and �nancial viability. 

3.2.3	 Societal impacts
NatCat events can affect the �nancial stability of a 

country or region through the combined effects on 

people and society, even when these effects take some 

time to emerge. NatCat events typically affect low-

income populations disproportionately, as they often lack 

the resources (including insurance coverage) to recover 

quickly, thereby exacerbating existing poverty levels and 

inequality. 

Displacement of populations due to destroyed homes or 

unsafe living conditions can create social and economic 

challenges. Refugees from disaster zones can face 

dif�culties accessing basic services and employment.

Health impacts of NatCat events can be severe, 

ranging from injuries and fatalities to the spread 

of diseases due to poor sanitation and water 

contamination. Job losses are common in disaster-hit 

areas, particularly in those industries that relied on the 

damaged infrastructure or natural resources. School 

closures and damage to educational facilities may 

disrupt learning.

Most material societal consequences emerge over the 

medium to long term as higher rates of poverty and 

reduced quality of health and education impact the 

speed of recovery and long-term economic prospects 

of the area.

3.3	 INSURANCE AS A MITIGANT

The absence or presence of insurance (ie the existence 

of an insurance protection gap) is an important factor 

in determining the materiality of the impacts described 

above. 

As experts in understanding and managing risk and 

as institutional investors, insurers play a critical role 

in society by mitigating the economic and societal 

impacts of NatCat events. Insurance provides 

�nancial protection and supports recovery in several 

ways, including by indemnifying losses from physical 

damage and compensating for losses due to business 

interruption. By making funds available to rebuild and 

recover, insurance not only helps mitigate some of the 

impacts described above but also helps accelerate 

economic recovery after a NatCat event.

Insurance compensates for losses incurred to 

damaged homes, businesses and infrastructure, which 

can enable quicker rebuilding efforts. Commercial 

insurance policies that include business interruption 

also help companies recover a portion of lost income. 

23	 Organisations that provide �nancial services, like small loans and savings, to low-income individuals and small businesses who typically lack access to 
traditional banking.
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Insurance products such as health, accident and 

unemployment coverage can offer critical �nancial 

support to individuals affected by NatCat events,  

helping to reduce poverty and health impacts.

Insurance helps individuals, businesses and 

governments respond more quickly with funds to 

address the consequences suffered from a NatCat event. 

This ultimately helps stabilise local economies and 

restore con�dence among businesses and consumers. 

In this way, insurance can limit the impact on public 

�nances as governments often intervene post-event 

when signi�cant damages are not insured. 

Finally, insurance may be used to incentivise risk 

reduction by recognising risk mitigation measures 

policyholders implement to lessen the potential damage 

from NatCat events (eg through premium discounts or 

other bene�ts).

3.4	 AMPLIFICATION EFFECTS  
		  AND BROADER IMPLICATIONS 

NatCat events can also trigger a series of cascading 

effects that could create �nancial instability or 

exacerbate it. These events often highlight, or even 

widen, existing insurance protection gaps, leaving 

individuals, businesses and communities more 

vulnerable to future risks. This in turn may also in�uence 

the behaviour of �nancial market participants, potentially 

leading to changes in risk perception, reduced lending or 

a reallocation of capital away from affected regions.

3.4.1	 Feedback and ampli�cation effects
The impact(s) of NatCat events on the �nancial 

sector could amplify the overall economic impact as 

material losses could reduce the �nancial sector�s 

ability to �nance economic recovery. The speed and 

extent of recovery largely depend on factors such as 

the size of the NatCat protection gap, the extent of 

government support available, community resilience 

and the availability and supply of investment. For 

local economies relying on agriculture and tourism in 

particular, the degradation of ecosystems due to NatCat 

events can signi�cantly slow recovery efforts, often 

lasting for years since nature typically recovers slowly. 

Both actual and perceived risks can increase after a 

major NatCat event. In particular, the inability to repair 

or rebuild damaged adaptation measures (such as �ood 

walls) or improve their effectiveness may increase the 

perceived exposure of the area to NatCat risks. As a 

result, there could be reduced appetite for investment 

and lending and for providing insurance coverage. 

Furthermore, frequent and severe NatCat events can lead 

to higher insurance premiums and, in some cases, make 

risks uninsurable � thereby increasing protection gaps. 

Banks rely on insurance in mortgage lending, but the 

extent and form of reliance varies by jurisdiction, product 

type and regulatory framework. Figure 4A and 4B show 

the responses received from IAIS members through 

the SWM on various approaches and coverage levels 

of property insurance. Where take-up of mortgage 

property insurance is high, it enables higher LTV lending, 

reduces banks� capital requirements and facilitates 

securitisation. However, there is uncertainty around 

whether mortgage holders or creditors continue to 

comply with such requirements after the mortgage or 

initial funding is secured, as insurance policies may be 

cancelled annually, whereas mortgages span decades, 

and insurance coverage is typically not monitored on 

an ongoing basis.

Insurance can limit the 
impact on public �nances, 

as governments often 
intervene when signi�cant 
damages are uninsured.
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4.	Potential �nancial 
stability implications 
of NatCat protection  
gaps � evidence  
from case studies

More speci�cally, it explores the unique transmission 

channels through which NatCat events and protection 

gaps may affect �nancial stability in different economic 

and insurance sector contexts. 

This includes indirect impacts arising from feedback 

and ampli�cation effects due to interconnections within 

the �nancial sector and between the �nancial sector 

and the real economy. It also discusses examples of 

how insurance can mitigate these impacts by providing 

�nancial protection and facilitating recovery efforts, but 

also how NatCat insurance protection gaps may amplify 

the �nancial stability implications of these shocks. 

Ultimately, the relative impact of NatCat events on the 

�nancial system and real economy varies signi�cantly 

across jurisdictions, as highlighted by the case studies. 

Key factors determining the signi�cance of these events 

to systemic risk include their frequency, footprint and 

magnitude, the degree of �nancial resilience, including 

the adequacy of insurance coverage and the extent 

of any protection gaps, as well as the structure of the 

economy in the affected area.

4.1	 DESCRIPTION OF THE APPROACH 
		  TO CASE STUDY ANALYSIS

4.1.1	 Approach and scope 
Given the complexity and diversity of NatCat events, 

and the lack of globally consistent data, the IAIS 

opted for a case study approach to explore the unique 

transmission channels through which NatCat events and 

protection gaps may affect �nancial stability in different 

economic and insurance sector contexts. The case 

This section provides a summary of insights into the direct and indirect impacts of NatCat events 
and protection gaps on the real economy, �nancial institutions and society, building on the 
theoretical framework outlined in the previous section.
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26	 Source: IMF Datamapper. For Portugal and Canada, this refers to the latest year available.
27	 De�ned as ratio of non-life insurance premium volume to GDP. Sources: World Bank Global Financial Development database (2022), 

Reserve Bank of New Zealand and OECD Data explorer.

studies include advanced economies (AEs) and EMDEs 

as well as historic events and modelled future events. 

Four case studies are based on historical events, and 

two are theoretical and forward-looking and represent 

a prospective view of the potential implications of a 

severe NatCat event in each country.

To ensure the relevance and effectiveness of the 

analysis, the selected case studies focus on signi�cant 

NatCat events only. The case studies re�ect a range of 

NatCat perils, including �ood, drought, tropical storm 

and earthquake. Table 1 provides a high-level overview 

of the case studies included in this report.

 	

Malawi Dominica Pakistan New Zealand Canada Portugal

Peril/event Drought Hurricane Flood Earthquake Earthquake Earthquake

Date Oct-15 Sept-17 Jun-22 First Shock: 
September 

2010

Prospective Prospective

Economy 
classi�cation

Low- 
income

Low-
income

Low- 
income

High- 
income

High-
income

High-
income

IAIS Region Sub-Saharan 
Africa

Caribbean Asia Oceania North 
America

Western 
Europe

Population  
(year of event) 26

18 million 66 thousand 227 million 4.4 million 41.5 million 10.7 million

Percentage 
of population 
affected

38% 90% 14% 13% n/a n/a

GDP year  
prior to event 
(current USD)

8.5 bn 580 m 348.5 bn 122 bn 2.24 trn 
(2024)

308.7 bn 
(2024)

Non-life  
insurance 
penetration 27

0.8%  
(2015)

3% (latest 
available 

year: 2014)

0.22% 
(2020)

4.5% 
including 

ACC & NHC 
(2016 earliest 

available)

3.3% 
(2020)

2.2% 
(2023)

TABLE 1: Overview of key information from case studies

4.1.2	 Limitations and caveats
While the case study approach offers valuable 

insights, there are limitations. The reliance on 

historical events means that the analysis may not fully 

capture future risks, particularly those exacerbated 

by changes in the frequency and severity of 

extreme weather events. Additionally, the �ndings 

and lessons derived for one country should not be 

generalised without due consideration, as the speci�c 

circumstances and contexts of one country may not 

necessarily apply to others.
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TABLE 2: Selected financial metrics for historical case studies (continued)

X-2 X-1 Year of NatCat (X) X+1 X+2

New Zealand Not applicable

CPI (all items), period average YoY percentage change

Malawi 27% 24% 22% 22% 12%

Pakistan 9.7% 9.5% 19.9% 30.8% 12.6%

Dominica -0.8% 0.1% 0.3% 1.0% 1.5%

New Zealand 4.0% 2.1% 2.3% 4.0% 1.1%

CPI (food and non-alcoholic beverages), period average YoY percentage change

Malawi Data not available 24% 27% 12%

Pakistan 16% 11% 25% 38% 5.70%

Dominica 0.7% 0.1% -0.2% 2.2% 1.9%

New Zealand 8.4% 6.1% 1.0% 5.2% -0.7%

Central government debt (% of GDP)

Malawi 35% 34% 35% 37% 40%

Pakistan 80% 74% 76% 77% Data not 
available

Dominica 71% 73% 87% 90% 89%

New Zealand 19% 24% 30% 35% 36%

Private debt, loans and debt securities (% of GDP)

Malawi 8.8% 8.1% 8.7% 7.4% 7.3%

Pakistan 24% 23% 22% Data not available

Dominica 51% 47% 51% 47% 40%

New Zealand 199% 196% 187% 178% 179%

Banking sector�s non-performing loan/total loan (NPL Ratio)

Malawi 15% 15% 11% 17% 16%

Pakistan 9.2% 7.9% 7.3% 7.6% 6.3%

Dominica Data not available 14% 19% 12%

New Zealand 0.9% 1.7% 2.1% 1.8% 1.5%

Source: World Bank
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5.	Actions to address 
protection gaps

In 2023, the IAIS published its �Call to Action� report,  

which highlights �ve types of actions that insurance 

supervisors can take to assess and address NatCat 

protection gaps. Building on that report, the IAIS � 

together with the WBG � developed an input paper 

for the G20 Finance Track on identifying and addressing 

NatCat protection gaps. The input paper also outlines 

practical and implementable actions that not only 

supervisors, but the broader stakeholder community, 

including governments, the insurance industry, civil 

society and development partners, can take to address 

protection gaps. Taken together, certain foundational 

actions coupled with insurance-based solutions can 

address protection gaps and thereby also mitigate 

the resulting potential �nancial stability risks. 

Foundational actions include:

1.	 Investing in data collection and assessment of 

exposure to NatCat events and protection gaps; 

2.	 Implementing risk-based and proportionate 

supervisory frameworks;

3.	 Improving �nancial literacy and risk awareness; and

4.	 Incentivising risk reduction.

In addition, insurance-based solutions include:

a.	Promoting availability and affordability of insurance 

products and services, for example, through 

parametric insurance and microinsurance;

b.	Use of risk transfer mechanisms including catastrophe 

bonds, reinsurance, and regional risk pools; and

c.	Development of public-private insurance programs 

(PPIPs).

This GIMAR Special Topic edition contributes to a 

number of these actions. Speci�cally, it supports action 

(1) as it provides a framework for assessing the exposure 

to NatCat events and protection gaps that individual 

supervisors can use to conduct a similar analysis in their 

own jurisdiction. This report contributes to action (3)  

(risk awareness) by sharing the outcomes of case study-

based analysis. The case studies also provide evidence 

of how particular insurance-based solutions, such as 

the PPIP in New Zealand, can successfully contribute to 

mitigating the economic and �nancial impacts of NatCat 

events. Finally, the case study results emphasise the 

importance of risk reduction measures to build more 

resilient infrastructure and economies.28  

28	 For more details on the range of actions that can be taken in this regard, see IAIS-WBG (2025).
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5.1	 DATA COLLECTION AND ASSESSMENT

This report con�rms the importance of investing in monitoring and assessment of NatCat protection gaps and the 

potential impact on the �nancial sector and the real economy. As part of the 2025 GME, IAIS members provided 

insight into the actions they are already taking to monitor and address NatCat protection gaps. For instance, the 

IAIS asked supervisors for any analysis or monitoring activities related to the property market (ie real estate) and 

the agriculture sector, two key economic sectors vulnerable to NatCat events. Figures 6A and B below show that 

analysis of protection gaps, underlying drivers and possible future trends is still very nascent.

FIGURE 6A: Monitoring and analysis of property insurance market

Increases in NatCat- 
related premium component

Uninsurability and property 
exposure: past 5 years

Uninsurability and property 
exposure: next 5�10 years

16% 12% 13%

3%

16%

69% 85% 88%

Source: IAIS GME 2025

FIGURE 6B: Monitoring and analysis of agriculture insurance market

Increases in NatCat-
related premium component

Uninsurability and agriculture 
exposure: past 5 years

Uninsurability and agriculture 
property exposure: next 5�10 years

6%
3%

90% 84% 97%

16%
3%

No monitoring Only high-level monitoring/analysis Comprehensive monitoring/analysis
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6.	Conclusion  
and next steps

This report used case studies to explore the impact of NatCat protection gaps on �nancial stability. 
While none of the historical case studies resulted in �nancial instability, they still provided valuable 
insights into relevant direct impacts, potential transmission channels, and the importance of mitigants 
(including insurance), external funding and resilience measures. Also, the case studies point to 
potential disruptions to the �nancial system and real economy that could � especially if losses from 
NatCat events grow � ultimately lead to �nancial instability.

The case studies also illustrated the signi�cance of 

economic and societal impacts. Economic and �nancial 

indicators are useful when considering the impact of 

uninsured NatCat events; however, the human and 

societal impacts of NatCat events are not fully apparent 

or observable using only these kinds of metrics. 

Each case study shows that insurance helps mitigate 

the impact of NatCat events on the �nancial sector 

and thereby mitigates wider �nancial system and 

real economy disruption. For example, the impact on 

the banking system is mitigated because mortgaged 

properties are required to have insurance, which also 

facilitates funding for reconstruction. However, if 

such assets become uninsurable over time due to the 

increasing frequency and severity of extreme weather 

events, and protection gaps continue to widen, then 

there could be serious implications for the banking 

system as well as for local housing markets. 

The analysis also highlights the importance of other 

mitigating factors such as access to insurance, other 

�nancial resources (eg banking credit, public funding, 

foreign investment and aid assistance) and NatCat 

schemes (including sovereign insurance programs, 

PPIPs and regional disaster recovery schemes). Without 

ready sources of funding following NatCat events, the 

�nancial impacts could be severe and, in some cases, 

may lead to systemic risk. 

The implementation and continuing success of NatCat 

insurance schemes depend on multiple factors including 

�scal capacity, insurance penetration, pricing and 

ongoing market development � all of which can be 

adversely affected by NatCat events, and in particular, 

by the increasing frequency and severity of such events. 

To effectively implement and ensure the sustainability of 

solutions to address NatCat protection gaps, continued 

collaboration between key stakeholders is needed in 

design, delivery and sustainable continuity (eg after an 

event or a series of events). 
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Annex 1: Detailed 
descriptions of 
case studies
The case studies are presented in a largely uniform way, with some differences as not all 
transmission channels were considered in all cases due to either their immaterial impact or 
unavailability of data. Unless speci�cally noted otherwise, all values in Annex 1 are in US dollars.

Each case study starts with a description of the country 

at the time of the event, including its exposure to the 

relevant NatCat peril, and follows with descriptions of its 

economy, insurance market and �nancial sector. The case 

study continues with a description of the event, followed 

by a summary of the impact on the real economy and 

the �nancial sector (including insurance). While there 

were signi�cant societal impacts in each country due to 

the NatCat event(s), this report does not include detail of 

those impacts as its primary focus is on the protection 

gap and thus the economic and �nancial impacts.

The EMDE case study descriptions are largely informed 

by data from the Word Bank Post-Disaster Needs 

Assessments (PDNAs).30  This is an internationally 

accepted methodology for determining the physical 

damages, economic losses and costs of meeting recovery 

needs after a natural disaster through a government-

led process.31  PDNAs also provide guidance to the 

government and international donor community on 

the country�s short-, medium- and long-term recovery 

priorities. Information from the PDNA reports is 

supplemented with various other sources of information, 

notably from the IMF. The descriptions of the modelled 

events (Canada and Portugal) rely on estimations and 

analysis performed in recent studies. 

30	 PDNA (2018), Lessons from a decade of experience. 
31	 In the PDNA reports, �damage� is de�ned as total or partial destruction of physical assets existing in the affected area. Their monetary values are 

expressed as the replacement costs according to prices prevailing just before the event. �Losses� are de�ned as changes in economic �ows arising from 
the disaster. They occur until full economic recovery and reconstruction is achieved, in some cases lasting for several years. Typical losses include the 
decline in output in production. In this IAIS report, we use the term �losses� differently, as it refers only to the direct impacts of the event, which in this 
case can be seen as simultaneous with damages, whereas in the World Bank de�nition it also includes what in this report is referred to as �secondary 
losses�. The World Bank PDNA reports also identify �recovery needs�, which are the costs of recommended interventions after an event. These include 
not only actual reconstruction needs (related to physical damages), but also recovery related to restoring or rehabilitating certain activities or services, 
�building-back-better� investments, and capacity building. This is not discussed in detail in the GIMAR.
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Country description

Insurance market and NatCat coverage

There were 17 licensed insurers operating in Dominica 

in 2017, but the take-up of NatCat insurance coverage 

was low. Only houses with a mortgage (about 30% 

of the total housing stock) have NatCat coverage, 

because insurance is a mandatory condition for 

obtaining a mortgage. The take-up of motor insurance 

coverage was also low, with only 20% to 25% having 

comprehensive insurance and less than 10% having 

cover for NatCat events. 

The electricity company is insured for damages to 

its generation assets but not to transmission and 

distribution assets.

The Commonwealth of Dominica is part of the Windward Islands in the Caribbean Sea. In 2016, Dominica�s 

population was under 70,000 people and the poverty rate was 29%. Dominica is a small developing island state 

and one of the smallest economies in the Caribbean. Its economy relies predominantly on tourism (23.9% of 

GDP) and agriculture (17% of GDP and 21% of the workforce). The steep topographic conditions and rugged 

interior mean human settlements and development are highly concentrated along narrow coastal areas. Dominica 

is vulnerable to numerous natural disasters, including meteorological events (high wind, excess rainfall and 

hurricanes) and geophysical events (earthquakes, volcanoes and tsunamis).

Case study: 2017 Dominica hurricane 

Dominica

Banking sector

In 2016, the size of the banking sector in Dominica as 

measured by deposits to GDP was more than 90% 

of GDP, with a total of three banks, both foreign-

owned and domestically incorporated. In 2016, banks 

provided close to 60% of credit, while credit unions 

provided around 35%. The market share of credit 

unions was growing, particularly in providing loans 

for middle- and lower-income groups and other key 

segments of the population that might otherwise �nd 

it dif�cult to access credit through the commercial 

banking system. In its 2016 Article IV report, the IMF 

noted the growth of the credit union sector, stating that 

�nancial intermediation was becoming increasingly 

subject to weaker regulatory and supervisory 

standards, a characteristic of the credit union sector.37  

The IMF also noted a strong interconnectedness within 

the �nancial system, as credit unions account for about 

one-third of the stock of banks� deposits.

37	 Dominica: 2016 Article IV Consultation--Press Release; Staff Report; and Statement by the Executive Director for Dominica; IMF Country Report No. 
16/244; June 22, 2016
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Large corporations and SMEs

Large corporations (particularly multinational and listed 

companies) typically insure plants, factories and other 

assets. Construction projects and power plants backed 

by foreign loans and funding projects have property 

insurance that covers catastrophic events. 

There are an estimated �ve million SMEs in Pakistan, 

most of which have either no insurance or only minimal 

coverage (usually limited to �re or theft when linked 

with micro�nance institution loans), which results in 

a signi�cant protection gap. Main drivers of the low 

insurance take-up for SMEs include lack of awareness, 

affordability and limited availability of products that are 

tailored to SME needs. 

Agriculture insurance

In 2022, agriculture insurance premiums accounted 

for 2% of the overall premiums in Pakistan�s non-life 

insurance sector. Crop insurance is primarily covered by 

government-led schemes. Additionally, a few companies 

offer pilot projects and direct insurance. Only 14% of 

farmers are insured. Insurers cannot charge a premium of 

more than 2% of the sum insured. Insurance prices are 

not determined on an actuarial basis and do not consider 

the prevailing market conditions.

Lending institutions are the direct bene�ciaries of the 

government-led agriculture insurance schemes as they 

receive compensation for loans provided to farmers. 

There is a notable absence of a national crop and 

livestock insurance scheme catering speci�cally to 

farmers without loans in Pakistan.

Banking sector

In March 2022, there were 37 banks (including �ve 

Islamic banks), nine development �nance institutions 

and 11 micro�nance banks. Bank loans were primarily 

to corporates (71%), followed by commodity �nancing 

(9%), consumer loans (8%, including 2% for mortgages), 

SMEs (4%) and agriculture (4%).

TABLE A3: Selected metrics for the banking sector in Pakistan

PKR bn TOTAL  
ASSETS (PKR  

bn/USD bn)

ADVANCES  
(NET) (PKR  
bn/USD bn)

NPL (%) CAPITAL 
ADEQUACY  

RATIO

Banks 30,717/143 10,342/48.1 7.8% 16.4%

Development �nancial 
institutions

547/2.5 144/0.7 9.6% 39.1%

Micro�nance banks 5902.7 292/1.4 6.0% 16.5%

Source: State Bank of Pakistan 
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Country description

Canada is the second largest country in the world based on total area and is bordered by three oceans, the 

Atlantic, Paci�c and Arctic. According to Statistics Canada, as of 1 July, 2024, roughly 75% of Canadians lived in 

metropolitan areas.67  

Canada�s ten provinces and three territories make up �ve distinct regions based on geographic and economic 

factors. These regions are: Atlantic Provinces, Central Canada, Prairie Provinces, West Coast, and Northern 

Territories. In 2024, Canada�s GDP was driven by Central Canada (58%), Prairie Provinces (22%) and West Coast 

(14%).68 In 2024, almost 75% of Canada�s GDP was from service-producing industries (eg real estate, �nance and 

public administration) with 25% from goods-producing industries (eg manufacturing, mining, oil and gas extraction 

and construction).69 

Canada is exposed to a wide range of NatCat events including wild�res, �oods, ice storms, convective storms and 

earthquakes. Many of these exposures exist across the country. The two most signi�cant exposures with substantial 

protection gaps are �oods and earthquakes.

Flooding is Canada�s most costly and frequent hazard, and Public Safety Canada estimates the risk in Canada to  

be CAD 2.9bn (USD 2.15bn) per year, with residential property owners bearing approximately 75% of uninsured 

losses.70  The Bank of Canada and the Of�ce of Superintendent of Financial Institutions (OSFI) conducted recent 

stress tests that included comprehensive analysis of �ood risk. The economic impacts of �ooding can be severe  

for affected communities, but they do not pose a systemic shock to the broader �nancial system. 

However, the losses from a very large earthquake, particularly in British Columbia or Quebec, could create a 

�nancial stability risk. According to AIR Worldwide: 

 

 

 

The issue of Canadian earthquake risk has long been the focus of work by the PACICC, which is the national 

policyholder protection scheme for non-life insurance in Canada, the Insurance Bureau of Canada (IBC), numerous 

insurers and universities, as well as the Department of Finance Canada (Finance Canada) and Natural Resources 

Canada. This case study relies on their analyses.

Case study66: Canada earthquake

Canada

�The expected socioeconomic consequences of a future earthquake event in densely populated metropolitan regions 

of Canada are comparable to those of all other natural hazard events combined, and would likely strain existing 

capacities to manage �nancial losses and disaster recovery efforts at all jurisdictional levels of government.�

66	 This section bene�ted from contributions from Alister Campbell, Grant Kelly (PACICC) and Tiegan Hobbs (Research Scientist, Geological Survey of 
Canada; Adjunct Professor, University of British Columbia; Adjunct Professor, University of Victoria)

67	 Statistics Canada, Population Estimate. 
68	 Ibid, GDP.
69	 Ibid. 
70	 Public Safety Canada, Adapting to rising �ood risk (2022). 
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Annex 2: Climate-
related �nancial risk 
analysis conducted 
by the World Bank

Assessing and managing climate-related �nancial risks in 

EMDEs necessitates tailored approaches due to diverse 

contexts, including varying risk types, data availability 

and capacities. Methodological approaches can range 

from simple exposure assessments to complex climate 

stress tests, each providing a complementary perspective 

on risk materiality (see Figure A4). These approaches 

involve integrating various models and data sources to 

identify potential climate-related risks and vulnerabilities 

within the economy and �nancial sector.

Exposure assessments connect climate-related data, 

like �ood risk maps, with �nancial sector information, 

such as geolocated bank lending, to identify high-risk 

areas. These assessments also reveal data and capacity 

gaps, guiding more detailed risk evaluations for �nancial 

authorities and institutions. For example, a recent joint 

report by the World Bank and the Reserve Bank of 

Malawi highlights signi�cant losses for major insurers 

in Malawi due to recent climate events, although overall 

sector exposure remains low due to underinsurance 

(RBM and WB 2024). Climate stress tests, on the other 

hand, focus on the implications of severe but plausible 

scenarios, which need to be de�ned based on expected 

biophysical dynamics due to climate change, such as 

a 1-in-200-year tropical cyclone event. The economic 

impacts are then assessed either by directly evaluating 

�rm-level impacts (micro approach), by incorporating 

macroeconomic feedback effects (macro approach), or 

a hybrid approach. Subsequently, the �nancial impacts, 

such as credit or market risks arising from the economic 

impacts, are evaluated. 


