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In October, the IAIS published its 2025-2029 B
Strategic Plan, which sets the strategic direction for |' | Support
L. . ‘ | Monitor and Set and members on Assess
the Association over the next five years Fulfil oabond to maintain supervisory  consistent
[.) globally practices implementation
core key risks and
bi . trends recognised and facilitate of global
The 2025-2029 period follows an intensive objectives standards capacity standards
uilding
standard setting phase; going forward there will be
a shift to maintenance and refinement of these Address | Strengthen Adapt to increasing | Support insurance
; | —_— supervisory digital innovation to serve its societal
standards | strategic response to 4 ovber risk
| themes | i and cyber risks purpose
|
. . . : | |
Focus shifts to: assessing key risks and trends in
the global insurance sector; supporting effective Respect Strengthen  [EEEEEE.
9] t diversity of engagement . . .
. . . . perate thought and Operate with members efficiencies
supervisory practlces; robust |mpIementat|0n effec’[ively prioritise sustainably and to f“axi"'"sg
| inclusiveness stakeholders LRz
assessment and Support | ‘
|
.'f The IAIS will deliver support for its members across the full range of
Iﬁ' supervisory mandates, including financial stability, policyholder protection,
g l;' fair treatment of customers, financial inclusion and market development.
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|AIS strategic themes for 2025-2029

The IAIS has identified three broad,
Cross-cutting strategic themes which 2

warrant heightened attention and

action by. the global supervisory inc?gjs ?::S%E tal
community innovation

and cyber risks
The IAIS will ensure these themes 1y

are integrated into work done to
support its core objectives

The themes do not represent a
radical shift in emphasis but rather

an evolution of themes that the IAIS

currently focuses on
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Supporting
insurance to serve its
societal purpose
of building resilience
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Protection Gaps matter...

Emerging risks and trends—such as climate change, increased digitalisation, ageing populations, evolving urban
environments and growing exposure—can exacerbate protection gaps in areas like climate, cyber security, healthcare,
and pensions.

C ber r|SkS Estimated protection gap These protection gaps may pose risks for:
y ~90%!* : _
 Households and businesses:

Increasing risks to business continuity

_ and operational resilience.
The global health protection

H ealth Care gap is ~USD 941B in » Society: Increasing morbidity and
remium eauivalent terms mortality, potentially impacting long-term
P k economic growth.

* Financial stability: Impacting long-term
: : . investments, increasing the economic
Estimated protection gap is

P e n S | O n S 2 vulnerability for individuals, and posing
~USD 51Tm risks of increased public spending.

Sources: 1)Swiss Re SONAR (2024); 2) Swiss Re sigma Resilience Index (2024); 3) Global Federation of Insurance Associations (2023)
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Growing NatCat protection gaps

The frequency and intensity of NatCat

_ events are increasing, triggering
Global Economic Losses from Natural Catastrophes (NatCat) greater damages and economic

USD 350B |Osses

Increasing Protection Gaps pose
challenges to financial stability and

societal resilience. Impacts are felt

USD 2508 more severely by emerging market and
developing economies (EMDES)

USD 200B
Addressing protection gaps is a broad

USD 1508 societal challenge that requires a
coordinated response

USD 100B
Insurance-based solutions provide

USD 508 I I I I vulnerable and low-income populations
with an alternative to

selling their belongings
USD 0B

USD 300B

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023  cutting back on business
®Insured Losses  mUninsured Econmic Losses InveSt_mentS )
» reducing household spending on
Source: Swiss Re Sigma 2014-2024. Nominal USD essentlals Ilke fOOd and educatlon
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All-Encompassing Solutions for NatCat risk

Insurance not only aids in risk sharing but also in risk mitigation, faster recovery, and can contribute to sustainable growth
and financial stability.

Ex ante investment in risk reduction Ex post funding of disaster costs

 |nvestments in resilience or risk reduction can * The costs that remain need to be absorbed/funded when they
reduce the costs related to natural disasters materialize, eg through risk retention, risk financing and risk

- Often the most cost-effective approach to transfer. o _ _
addressing disaster costs.  International and donor organisations can provide relief to

« Risk mitigation can help with making insurance supplement existing arrangements or where effective
more accessible and affordable. insurance markets, or government supported insurance

schemes do not exist.
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Insurance supervisors have a role...

Assessing Improving

insurance financial

protection literacy and
gaps risk awareness

Advice to ‘ Incentivising

government,
including on risk prevention
PPPs

Creating enabling
regulatory/supervisory
environment

Micr O-prudential superV'\S\O“

Addressing protection gaps supports multiple insurance
supervisory objectives, including:

» Financial stability

« Policyholder protection and fair treatment of
customers

» Financial inclusion
* Market development

Through:

« Assessing gaps

« Improving financial and risk literacy
* Incentivising risk prevention

« Creating an enabling environment
« Advising government
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Insurance-based solutions

« |AIS calls for supervisors to take action to address NatCat protection
gaps including by providing regulatory environments enabling

=:=} IAIS Financial Stability Institute €BB|S

innovative solutions like parametric insurance.

« The FSI and IAIS developed a joint report to analyse key design

FSI Insights
on policy implementation
No 62

elements enhancing parametric insurance adoption. ESI Insights no 7} Unceran usters: can

protection gaps?
By De G

enise Garcia Ocampa and Carlos Lopez Morsita

62: Uncertain waters: can parametric insurance help bridge NatCat

protection gaps?

jEf =

« Itis based on a desktop research and survey with 12 supervisors and 7
market participants (July-August 2024).
Focuses on non-agricultural parametric insurance for households and

SMEs given their crucial role for economic resilience, particularly in
EMDEs
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https://www.iais.org/uploads/2024/12/FSI-IAIS-Insights-on-parametric-insurance.pdf
https://www.iais.org/uploads/2024/12/FSI-IAIS-Insights-on-parametric-insurance.pdf
https://www.iais.org/uploads/2024/12/FSI-IAIS-Insights-on-parametric-insurance.pdf
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Key features of parametric insurance

Parametric insurance is a type of contract that pays the insured a set amount upon the occurrence of a
specific event meeting a predefined intensity threshold, as measured by an objective value instead of based

on the amount of damage sustained.

Contract In}d_ex o |
Agreement on insured event, The event’s intensity is The payout is made
index, triggers & payouts measured by an
objective value
— ig % 000 ‘E—_—I r L
— | o— [ I_O O_I
o—
Trigger
The specific event The event's intensity
threshold is met

OCCcuUrs
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Reqgulatory frameworks

Approach

Application of legal principles in existing regulation of
insurance contracts

Specific laws and/or regulations that regulate
parametric insurance

Legal opinion by which parametric insurance is
governed by existing insurance regulation

Exceptions to the governing law on insurance

Legislation in force allows for or raises no barriers to
parametric insurance.

Laws and/or regulations specifically regulate
parametric insurance, providing greater legal certainty
for the use of parametric products

Issuance of a legal opinion in favour of including these
products under the oversight of the insurance law,
based on the “insurable interest” at the date of
contracting.

Adoption of a pilot project, generally in the context of a
regulatory sandbox, as an exception to the legislation.
This approach lets insurers test parametric products
within a supervised environment before regulatory
changes

/)Y
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Survey responses — Main challenges

Index selection

Index data availability

Index data quality and transparency
Index alignment with actual losses
Trigger definition

Trigger alignment with actual losses
Pay-out alignment with actual losses
Product pricing and affordability
Product scalability

Legal certainty

Literacy and awareness

Other

w‘””l'
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Survey responses — Key recommendations

The role of supervisors in
addressing Nat Cat

Protection Gaps
Assessing A
- Data availability, | * Data source verification, quality - . Leveraqing sensor data
lrlst:erzpoe quality, analytical assurance & third-party review E:T;fnnscsga?aﬁz cé?lll)zc:g:sianalysm Claims analysis & regular audits
B . = & modelling «+ Leverage innovative solutions Review datays& rtuarial e c? s () Onsite inspections & claims
9aps capabilities * Review technical correlation notes (¥) P management analysis (*)
. o J A
_ F N _ ) . o N
Improving i Support consumers understanding of Promoting financial literacy (*)
- + Educational workshops A el en . .
financial Consu_mer « Transparent communication about basis risk using "as if" scenarios Support consumers understanding of
literacy & risk education & in dexF:jaa ta suppliers Customer surveys & feedback basis risk using “as if” scenarios
awareness transparency « Require data Egurces disclosure (*) Transparent communication about Transparent communication about
\ ) index data suppliers ) index data suppliers )
s ( A 1 : \
Incentivising - - - - Loss fund for rapid payouts for
risk prevention T ethopggllng T2 o . gd;?:;e:;gdslé;gsdelllng, backtesting Refine trigger mechanisms claims below a certain threshold
& reduction of g 09 . Client consultation to agree on Discuss risks & coverage needs
information on * Engagement with consumers to appropriate trigger levels Establishment of clear criteria for
losses risks & coverages assess index effectiveness pprop 99 ayout eligibility ()
\ J J payout eligibility J
i g ) ) Require fair treatment of consumers
Creatll::'llg cly = Clear regulations or guidelines for Develop regulations or guidelines to [*]q
€nabling Regulatory clarity indices (*) refine trigger design (*) Requirements or guidelines on
ELdEm & support « Setting standards for data quality (¥) Requiring high-quality, granular data cofrlera o deﬁnitic?ns arameters &
environment + Qversight of parametric products (*) (*) avou tgcalculation ( ;)p
. Wy, y pay y
isi 4 ) Collaborate to standardise trigger h Effective communication between )
Advising « Standardised data quality e 99 - !
government & Stakeholder requirements (¥) methodologle_s *) _ cal_culatlon _agents. reinsurers, &
A |ndu_stry, collaboration « Multisectoral risk & exposure studies Collaborat‘e with meteorological claims adrmms?:rators )
including on & sharing of best practices offices to interpret weather data for Partnerships with payment service
PPPs \ 9 P y trigger definitions (¥} y providers y

(*) indicates recommended actions for supervisors.
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The IAIS has
initiated a review
of the Application
Paper on
Inclusive
Insurance
published in
2012, to reflect
changes in the
insurance
landscape

L doking Ahead

The IAIS will continue supporting members in understanding and addressing the challenges posed by
protection gaps (Strategic Plan 2025-2029), potential work includes:

Continue to provide a
platform for
information sharing
and peer exchange
on jurisdictional
supervisory initiatives

Assess the
financial stability
implications of
NatCat protection

gaps

Enhance
engagement with AZ2ii
on inclusive
insurance, supporting
innovative solutions
expanding
knowledge

Collaborate with
other partners
including the
Global Shield
(with A2ii) against
Climate Risks, IDF
and the OECD on
related issues

Continue
supporting
supervisory
capacity building to
equip supervisors
with the skills to
support inclusive
insurance markets
and understand
their exposures to
NatCat risks
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Thank you.
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