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NatCatmarket basics

There is a significant diversity of existing NatCat-insurance schemes in Europe, but 
every single solution is based on the same 
principles of insurability

Č

Randomness of the 
insured event

Damages are quantifiable

Mutuality of risks

Economic viability to 
insure
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NatCatmarket basics

ÅMix of compulsory insurance and state intervention. NatCat cover often included in
certain, compulsory insurance policies (eg home insurance). In France, policies and cost are
fixed by law and cover is extended if a ministerial order declares a natural catastrophe. For
countries with high risk exposure, risks are combined into the same property damage cover.

Belgium, France, Spain

ÅPrivate market where NatCat insurance is a standard component or a standard add-on of
property insurance policies. In the UK, flood insurance is protected by an agreement with
the government which drives flood protection.

Czech Republic, Germany, Sweden, United Kingdom

ÅEstablished by law in 1980 that is based on an act relating to damage caused by natural
perils. The NatCat cover is a compulsory supplement to fire insurance.

Norway

ÅCombination of state monopoly and private law where NatCat cover (covering 9 different
risks) is a compulsory add-on ïoffered at a very low premium rateïfor clients buying private
fire insurance. Private insurers provide additional covers in this product (eg business
interruption), where the premium rate is not compulsory. No financing by Swiss Government..

Switzerland
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Č
Inverse relationshipof demandandoffer
(Example flood: HQ reflects return period in risk zone)

NatCatmarket basics

HQ10: extreme frequency, 
very high demand

HQ30: strong demand

HQ 200: very poor demand, no 
awarenes, but enormous risk resulting 
from failure of protection measures in 
rivermanagement

high sums insured, 
huge accumulated risk, 
strong competition

no or limited offer, 
risk zoning marks „RED“ 

no offer, tariff exclusions, 
land use restrictions

HQ 100: weak demand, 
low awareness

offer including risk assessment, 
deductibles and limits 
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The free insurance market offers no or insufficient cover 
in high frequency / strong demand risk zones

There is no social adequate pricing after major natcat events

High volatility of coverage and premium rates

Full market competition can lead to insufficient pricing in lower frequency zones, no 
technical reserves available for major events

There are counterproductive incentives (e.g. public funds, EU Solidarity Fund)

NatCatmarket basics

Č Key messageson natcatmarket basics
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Storm / Windstorm

Hail (in Portugal ?)

Earthquake (in Finland ?)

Drought (in Ireland ?)

NatCatperils

Č High degreeof diversityof NatCat perils across Europe

Landslide(in the Netherlands ?)

Flood (coastal flooding in Austria ?)

Snowpressure(in the UK ?)

But: Drought(in Hungary !)
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Is risk awarenessreally rising?
June 2013, closeto Vienna

Toolittle prevention?Toomuchprevention?Land useplanning?

NatCatrisksinsured
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ÅPremium per year 0,2 %o EQ, 0,1%o flood (flat rates)

Private house , sum insured ú350.000,- 50% SI for EQ, 
15% SI flood

Åú15,- for EQ,ú5,- for flood / fixed rates

Private house , sum insured ú350.000,- 50% SI for EQ, 
15% SI flood

Åú15,- for EQ, ú5,- for flood / fixed rates for loss limits

Private house , sum insured ú20.000,- for EQ, ú10.000,-
flood

ÅAll risk coverage (FLEXA, NatCat) 1%o per year

Private house , sum insured ú350.000,- 100% SI for EQ, 
100% SI flood (only building, no content)

ÅPrice depending on risk zone, with or without deductible,é..

Private house , sum insured ú350.000,- 50% SI for EQ, 
15% SI flood

NatCatpremiums
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Different wordings, terms and conditions

Different definitions (e.g. storm 24h, 48h, 78h,é)

Different claims handling / management

Public disaster relief deducted or not

Č

NatCatcoverage

Divergent coverageacrossEurope

Č
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Adaptation, prevention, insurance

Risk Assessment

Awareness 
raising

Risk reduction/
prevention

Preparedness

Risk 
transfer & 

cover

Claims 
management
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Risktransfer and post disaster compensation by claimsmanagementis the
insurance industry‘s core function and core business

Pre-disaster risk assessmentand raising risk awarenessand adaptation is an 
integral part of the insurance business (now driven by climate change)

Preventionwork has to be done by publicauthorities as well as by
individuals, this is no core function of any risk transfer mechanism in the
insurance industry:

„Fireinsurancedoesnot buy your sprinklersystem
andmotor insurancedoesnot buy your air bagor safetybelt“

Adaptation, prevention, insurance

Č

Č

Č

Č The insurer‘sincreasingrole in a changingclimate
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NatCatmarket basics

Risk zoning and mapping are a 
precondition for prevention and insurability

Significant progress was made by the insurance industry in several Member States 
throughout  the last decade (sometimes PPPs):

Germany: ZÜRS
Czech Republic: FRAT
Austria: HORA (www.hochwasserrisiko.at)

France: SIG MRN
Key to maps

Significant Risk = red

Moderate Risk = yellow

Low Risk = green

Initial Trial Results in 2002 Results from NaFRA 2004

Area circled includes risk assessment for river not previously 

mapped. Risk also better defined and some areas are now 

shown at significant risk.

Risk reduced from significant to moderate.

Area above also reduced from moderate to low.
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Figure 1. Differences between 2003 and 2004 flood probability information
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No successful implementation of any new NatCat-insurance
compensation schemes in EU from 2003 to 2016

Exceptions: 
- Belgian NatCat pool adapted in 2005
- Romanian NatCat pool „PAID“ (SI € 5.000,- / risk )

Failures: Austria, Portugal, Italy, Germany,….

Historical PPP schemes: France, Norway, Spain, Switzerland

Ongoing process: UK (Flood Re in 2016)

Status quo

Č
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A push from Europe is neededfor enabling, promoting and supporting national 
NatCatinsurancemarket solutionsand legal frameworks including major demands
from EU climate change adaptation strategy on prevention, 
land use planning, etc.

Existingmarket solutionsshall be developed further
or used as best practice examples

Predisasterfinancingvia insurance compensation and risk transfer is definitely the
most effective adaptation measurement to be taken tackling further challenges of
climate change in the insurance industry ….

.... not filling sand bags when it starts raining !

The way forward

Č The European Commission‘srole

Č

Č
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Political solution –a stable legal environment

Role of Public Authorities –strong involvement

Free access to data –make geo-data available

The way forward
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www.hora.gv.at
PPP of Austrian Insurance Association (VVO) and Ministry of Environment

= free public access to risk zoning information since 2007
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Further information

Dr. Thomas Hlatky

Austrian Insurance Association (VVO)

Reproduction in whole or in part of the content of this presentation are made

with the consent of the VVO and must be clearly attributed to the VVO.

Check against delivery.
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