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Improved Risk Management 

Through Science  

ÂDefine what is random and what can be learned; 

 

ÂCreate Tools and Models to implement what has skill; 

 

ÂMaximize the Upside and Minimize the Costs for Risk 

Taking and Risk Sharing. 
 

 

 



Risk Assessment is crucial 

for our Value Chain  

The uncertainty of the insurance business lies in the 

fact that the costs of goods sold is not known at 

the time of production/contract (Deutsche Bank, 2010) 

 

Modelling must be an intrinsic part of the product 
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Price to Book: Large 

Volatility, Little Trust  

Source: SNL and Deutsche Bank and SNL Financial 
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nd
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Ever [USD bn]  
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~15% modelled! 
not (X) or only  
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Creep, ~20bn 107bn 



2011, The Year of the TH FL  

ÂIndirect and Global losses: 70% global, 20% 

regional, 10% local; 12 times P&C premium TH! 

 

ÂDowngraded: Major JP insurers due to THFL! 

 

ÂDefying Diversification:  

 Contingent Business inter- 

 ruption (CBI) destroys Diversifi- 

 cation, THFL is the ñfirstò  

 truly global insurance loss 
 

 

 

Systemic and global 



Indirect Losses  

THFL 
Indirect 

Losses cannot 

be modelled 

physically 

from the 

Bottom-up for 

large areas 

with the data 

available 

 

Systemic and global 



Models, Trends & 

Interdependencies  

 

ÂComplete suite of risk assessment models/tools  

 

ÂTrends, clustering and forecasting 

 

ÂWhat will matter tomorrow? 
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Hazard Trends, USHU  

NOAA Hurdat reanalysis: Storms in a box since 1851 

Accumulated Cyclone Energy, 

Å High regime years: Katrina: 1/11 

Å Low regime years: Katrina: 1/250 

Å 2005: Katrina: 1/5 

Clustering and Trends 

http://www.gfdl.noaa.gov/


Global View of Risk  

ÂWho could have anticipated that THFL will become 

a global event and the largest FL event ever? 

 

ÂInfrastructure undergoes the largest Value/Exposure 

growth WW (>100% annual growth in some 

developing areas) 

 

ÂRegional Models are insufficient to assess 

Insurance Risk 
 

 



Global Solutions: Harmonized 

Global Risk View  

GWM, Global 

Windstorm 

Model and 

Risk indices 

GEM, Global 

Earthquake 

Model and 

Exposure 

GFM, Global 

Flood Model, 

Risk and 

Mitigation  

GVM, Global 

Volcano 

Model, Risk 

and Data  

GCM, GRM, SEI 

Global 

Convective 

Model, Risk 

Tools and Socio-

Economic Impact 

WRN 

�x Global 

Hazard 

and Risk 

Lookup 

�x Rating 

�x PMLs 

�x Multi-

hazard 

 

 

 

WRN 

Open Source  Open Source 
Partially  

Open Source 

Tbd. July 2011 

Systemic and global 


