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Workshop on Sustainable Finance
Date: 11 June 2019
Agenda
Venue: EIOPA, Westhafenplatz 1, 60327 Frankfurt am Main
Meeting Room: 28t" floor, MR 001
Timeline: 12:00 - 18:00

12:00-13:00 | Lunch

1, 13:00-13:15 | Welcome by EIOPA

2. 13:15-15:00 | EIOPA Opinion on sustainability within Solvency II

EIOPA presents the main elements of its draft Opinion and
gathers preliminary views on the topics under consultation.

15:15-16:30 | Call for Advice - evidence of potential undue short-
termism pressure from the financial markets on
corporations

EIOPA Introduces the topic and seeks views from
stakeholders to develop its advice.

4, 16:30-17:45 | NAT CAT Protection Gap

EIOPA seeks to engage with stakeholders on the risks of a
widening NAT CAT protection gap in the face of climate
change.

5. 17:45-18:00 | Concluding remarks

EIOPA - Westhafen Tower, Westhafenplatz 1 - 60327 Frankfurt - Germany - Tel. + 49 69-951119-20;
Fax. + 49 69-951119-19; email: Info@elopa.europa.eu site: https://elopa.europa.eu/






The EIOPA Visitor Handbook with hote! information can be found HERE. Please book your
accommodation directly with a hotel.

Disclaimer: EIOPA retains its right to reconsider all part:c:patmn requests of applicants from the
United Kingdom in view of their legal status after the final exit date, as agreed between the EU and the
UK, in particular where there is no withdrawal agreement in p ace"%etWeen the UK and the EU.

Should you have any questions, please do not hesitate to contact us.

Kind regards,
EIOPA Training & Events
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Catherine Coucke

From: training&tevents

Sent: 30 April 2019 15:11

To: )

Subject: 10PA's Workshop on Sustainable Finance, 11 June 2019
Attachments: EIOPA-19-001 AgendaSufi workshop.pdf

Qn behalf of Fausto Parente, EIOPA’'s Executive Director

We are pleased to invite you to a Workshop on Sustainable Finance on 11 June 2019.
Registration is now open.

The objective of the Workshop is to keep stakeholders informed of the latest developments at EIOPA
with regard to sustalnable finance, including:

(1) The Consultation Paper for an Opinion on sustainability within Solvency II;

(2) EIOPA seeks views from stakeholders on potential short-termism pressure from the financial
markets on corporations; and

(3) EIOPA seeks to engage with stakeholders on the risks of a widening NAT CAT protection gap
in the face of climate change.

Background:
: .eu/Pages/About-EIQP ion/Sustainable-Finance-.aspx;
e DG FISMA to EIOPA for an o inabili Ithin Solvency II {l etter received
on 29 September 2018);
| for advice to the E rvisory Authorities to collect e ceo -
ssure from the financial s rations;

Agenda: Attached

Time schedule: 11 June 2019: 12:00-18:00 CEST

Venue: EIOPA Westhafen Tower, 28th floor, Westhafenplatz 1, 60327 Frankfurt am Main.
Registration: Please register using the link below:

https://ec.europa.eu/eusurvey/runner/Workshop opn Sustainable Finance 11 June

Registration deadline: Monday, 27 May 2019 by 16:00

Please kindly note that it is possible to attend this Workshop online, via telco (WebEx). Please indicate
in the registration link how you wish to attend the meeting.

Important information

Participation is upon personal invitation only and is free of charges. Participants are responsible for
their travel and accommodation arrangements and related expenses.

Please note that the Workshop is pot part of EIOPA Stakeholder Groups’ meetings and therefore the
reimbursement rules do not apply to it.

As the seating capacity is limited, we will Initially accept only 1 representative per organisatlon. If
more wish to attend, we will open a waiting list and promptly inform them when a place becomes
available. .

We advise to organise your travel and accommodation arrangements gnly after having recelved our
confirmation of vour attendance. The notification will be sent shortly after your registration.
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Sustainable Finance Roundtable 11 June 2019
Speaking points EIOPA Executive Director

» Since June 2018, EIOPA has held two Rolndtables with stakeholders on
~ sustainable finance, seeking to widen and deepen the discussions with regard

to the integration of sustainability considerations in the Insurance,
reinsurance and pension sectors. I am pleased to see - and hear, as we have
numerous of you participating in a sustainable manner by dialling in in our
webex facility - so many of you, and also some new faces.

« EIOPA has since then been engaging with stakeholders in various areas. For
example:

o We are cooperating with stakeholders® for a scenarlo analysis of
climate change-related risks. We may see some resuilts of this in
Summer. This can be of potential use in future insurance stress
testing. We also expect to raise some questions to stakeholders on
possible approaches for climate stress testing in our next Financial
Stability Report. [The December 2018 FSR contained a chapter on
climate risk and sustainable finance, with an analysis of climate-related
risk in insurers’ and pension funds’ investment portfolios.]

o We have started engaging with our Members and NAT CAT specialists
(vendors, large (re)insurers, brokers and data specialists active In
EIOPA’s CAT Network) on the risks of a protection gap in the coverage
of natural catastrophes in Europe. We are locking forward to engage
with a broader circle on this, today.

o6 The Joint Committee has established Its sub-group on ESG disclosures,
with the aim of developing a number of technical standards on the
disclosure of sustainability risks and sustainable investments in the
areas of IORPs and IBIPs. [6 mandatory RTS = 5 -of which due within
12 months of the entry into force of the disclosure regulation, for

12 Degree Investing Initiative



which political agreement has already been reached in March, 1
optional ITS].

o EIOPA aims to issue own initiative Supervisory Opinions with regard to
ESG risks and on Governance documents for IORPs after our June
Board of Supervisors. |

o From a supervisory perspective, members have actively engaged with
their industry in light of EIOPA's request for information on the
integration of sustainability in underwriting and investment activity of
insurers. The resuits of this request for information have been used for
drafting the opinion, which is being presented to you today
[consultation was launched on 3 June]. We expect more to come with
regard to supervision and sustainability.

o At international level, we are actively engaging in particular with the
Sustainable Insurance Forum and the Network for Greening the
Financia! System.

We will soon [24 June] see the report of the COM Technical Expert Group
(TEG) on the proposed activities that contribute to climate change mitigation
and adaptation. EIOPA actively participates in the work of the TEG and
supports the role of non-life insurance as an activity that can contribute to
climate change adaptation, In particular, the role of (re)insurers in providing
insurance coverages against extreme weather events, or natural
catastrophes, should be highlighted here.

Insurers, reinsurers and pension funds are familiar with the long-term
perspective, as they have to assess the risk of events taking place in the
future. The Commission has recently invited EIOPA, and the other ESAs, to
provide evidence of potential undue short termism pressure from the financial
markets on corporations. We are looking forward to starting the dialogue
today with stakeholders on this issue.

1 have briefly mentioned the three particular areas which will be addressed today

at the workshop. I will sharé some thoughts on them with you before the
experts guide you through the discussions.

1. The consuitation on the Opinion on sustainability in Solvency II.

» The consultation paper is exploring the frontier of quantitative measures
for integrating sustainability considerations in the Solvency II framework.

« Assessing the financial impact of future and uncertain climate changes is
not straightforward. But a lack of evidence or methods today cannot be an
excuse for complacency. We have to get our heads together in developing
appropriate scenarios which translate global warming and increased
frequency and severity of extreme weather events into' manageable
scenarios for financial losses. Historical data will not be sufficient to this
effect; but we also need to be realistic as to which time span we can cover
with these forward-looking scenarios. We will engage with modellers,
brokers and industry on this.



-As mentioned; EIOPA supports the role of the (re)insurance‘industry in
supporting climate change adaptation, or sustainable development more

generally. Akin to impact underwriting, we want to explore with you the
possibility for more sustainable underwriting, “impact underwriting”. It is
here that the potential of the industry, which is most knowledgeable about
risks and risk management, will come to full effect, not only in its pricing
and design of products; but also as an invaluable source of mformatlon
and advice to many stakeholders

I thank you for your input so far, and for the important contributions you
will make in responding to the consultation paper which has been
published on 3 June.

2. Potential undue short termism pressure from the financial markets on
corporations

EIOPA will focus its efforts on:
«+ searching evidence of generalised or increasmg short term

behaviour in insurers and IORPs which could eventuaily propagate
‘to corporates

and, if that were the case,

+ highlighting the potential implications for the sustainability goals
and undesired consequences for the financial stability

EIOPA is keen to continue as a key contributor in the European insurance
and occupational pension’s landscape for establishing globally consistent
data on portfolio turnover with sufficient granularity. Therefore we will
continue our technical work comparing investment behaviour, focusing on
time horizons and classifying investors accordingly.

EIOPA believes that appropriate remuneration policies and practices for
executive staff members should set the right incentives, hence should be
useful preventing undue short-term pressures, In this context, the
regulation already requires that remuneration policies are defined-
according to certain principles.  Particularly relevant among those
principles is that remuneration policies have to be in line with the
undertaking's risk profile, objectives, management strategies and the
Iong-term interests and performance of the undertaking as a
whole. .

In April EIOPA advised to the European Commission to enhance the
remuneration principles set up by Solvency II and IDD with regards to
sustainability aspects. In particular by considering explicstiy sustainability
risks and factors as non-financial factors which are re!evant when defining
the remuneration policies and practices.



The EIOPA annual work programme includes, in the area of supervisory
convergence, the work that EIOPA is undertaking with the NCAs aiming at
increasing consistenicy in the supervisory assessments of the
remuneration policies across Europe.

Key aspects on the assessment of the remuneration practices for specific
staff members (decision makers) and their potential impact on short-
termism are:
e modulating the supervisory attention accordlng to the actual ratio
between fix and variable remuneration.
« considering plurennial periods to assess the performance leading to
variable remunerations or
‘e supporting that the payments of a significant portion of the
variable remunerations are sufficiently deferred.

From this workshop we expect to enrich our analysis with your views on
how the pressure for short-term returns manifests in Insurers or Pension
Funds management and affects their decision- -making. But more
|mp0rtantly, we are keen to learn whether you have observed or
experienced short term pressures from insurers or pension funds, what
are in your view the reasons behind, and what can be done to prevent
those pressures.

3. Insurance protection gap for natural catastrophes

In light of climate change, the risk of increasing frequency and severity of
natural catastrophes is becoming more and more apparent. Whereas
insurance penetration varies across Europe, the impact of natural
catastrophes across regions may change under influence of climate
change. Hence, the risk of a widening protection gap for natural
catastrophes (NatCat) materialises.

" EIOPA is concerned that the impact of a protection gap"on households and

businesses as well as on the financial system will be systemic (losses
affecting banking books, e.g. loss of collateral) and aggravated by public
financing options of Member States (e.g. depending on the scope for
mvestmg in recovery from natural dtsasters) ‘

Therefore, the potent;ai widéning ofthe protection gap for natural
catastrophes in Europé requires a concerted European action: Here,
(re)insurers, ideally in cooperation with public authorities can contribute
to mitigate and adapt to climate change risks.

We are convinced that an important first step forward Is to create

‘commonly available data and analysis on NatCat events in Europe to

inform policy décisions. Such a step could prove to be instrumental in



developing an ecosystem to foster innovation in modelling and risk
transfer solutions through (re)insurance and capital markets.

» I am sure that you will have much to say on this critical topic.

To conclude my introductory remarks, I would like to say that EIOPA is proud to
work on the important topic of sustainable finance, which we consider of
strategic importance. Insurers and pensions funds, as well as other institutional
investors, have to play a stewardship role taking into account the impact of their
activities (investment, underwriting, lending) on a sustainable economy and
environment. Europe needs to consider duly the risks and the effects of our
actions on the future generations.

We are grateful for your participation in this workshop and your contributions to
our wark.
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-furopean Insurance and
Occupational Pensions Authority

Workshop on Sustainable Finance
Slummary of the Workshop on _s'us_té_ina'ble finance organised by

the European Insurance and Occupational Pensions Authority (EIOPA)
on 11 June 2019 at EIOPA’s premises in Frankfurt am Main

On 11 June, EIOPA organised its third discussion with stakeholders on sustainable finance.
Those participating, on site and via videoconferencing, included members of EIOPA’s
Stakeholder Groups, the European Commission, consumer representatives, representatives
of the insurance and pensions industries, of asset management and rating industries, and
representatives of civil society.

In his welcoming remarks, EIOPA’s Executive Director Fausto Parente stated that the topic of
sustainable finance is a strategic area of work for EIOPA. He also stressed the need for
insurers and pension funds to take into account the impact of their activities on the
sustainability of the economy and environment.

He referred to the areas of work EIOPA has been engaging in during the recent months. In
April, EIOPA delivered its advice to the European Commission on the integration of
sustainability in the Solvency Ii Directive and the Instrance Distribution Directive. EIOPA is
cooperating with stakeholders o a scenario analysis of climate-change related risks, and
has started, together with the European Securities and Markets Authority (ESMA) and the
European Banking Authority (EBA), to develop technical standards for the disclosure of
sustainability risks and sustainable investments. Supervisory opinions with regard to
Environmental, Social and Governance (ESG) risks and on Governance for Institutions for
Occupational Retirement Provision (IORPs) are expected to be published this summer and
supervisory activity will include the sustainability provisions within the IORP Il Directive. At
international level, EIOPA is actively engaging with the Sustainable Insurance Forum and the
Network for Greening the Financial System.

He mentioned the upcoming report from the European Commission s Technical Expert
Group on the proposed activities that contribute to climate change mitigation and
adaptation. EIOPA supports the role which the {re)insurance mdustry can play in supporting
climate change adaptatlon, or sustainable deveiopment more generally. In particular, more
sustainable underwriting practices should contribute to achieving these goals. This is one of
the areas addressed in the draft Opinion on integrating sustainability within Solvency 1I,
which is under consultation until 26 July 2019.

Locking ahead, EIOPA will be collecting evidence on the short-term pressure on/from
{re)insurers and IORPs and the potential |mp[1cations for sustamabihty goals and undesired
consequences for financial stability. EIOPA is being asked by the European Commission to
deliver its report by end December 2019. He mwted the part:upat!ng stakeholders to
provide their views and input to this collection of evidence.



EIOPA has also taken up the discussion on the {insurance) protection gap for natural
catastrophe risks. The increasing frequency and severity of natural catastrophes, under the
influence of climate change, can have systemic repercussions. This requires concerted
European action in gathering relevant information and data and fostering innovation in
modelling and risk transfer solutions.

He thanked the participants for their participation to the workshop and their upcoming
contributions to the consultations and discussions.

Session 1: Consultation:-on the draft Opinion on sustainahflity within Solvency li

EIOPA presented the key elements of the draft opinion, which is under consultation until 26
July 2013 {Consultation on an opinion on sustamabll;tv within Solvency Il). The following
main points were addressed dunng the discussion:

s (Capital requirements should not be tsed to promote certain {green) investments.
Stakeholders would not support a specific calibration for sustainable assets. EIOPA
has pointed out in its opinion that there is not sufficient evidence on a difference in
risk profile for green investments, compared to general investments today.

» Scenario analysis by (re)insurers is considered a good way forward for embedding a
mare quantitative risk assessment of the effects of climate change. Standard
requirements for scenarios, in particular for the ORSA, should help undertakings in
establishing their practices in a proportionate manner. This may help small and
medium insurers to assess risks on their assets and liabilities using available
consistent scenarios. Challenges lie in the definition of the time hpriion and the
choice of assumptions. The exercise should not be confused with a public stress

-testing exercise or understood as to imply the public disclosure of the Own Risk and
Solvency Assessment (ORSA) results.

s Further thought should be given to the integration of ESG considerations in the
valuation of the best estifmate for life arid health ihsurance business. In addition,
environmental issues beyond climate change wolild have to be considered going
further (e.g. biodiversity or other sustainable development goals).

» There is support for integrating measures of climate risk adaptation in the
underwriting pohcies which shouid eventually contribute to lowering the risks to the
underwriter.

‘¢ Investment practices with regard to climate change require a nuanced approach,
which amounts to assessing the risk each investment poses to the climate.

Session 2: Call for advice on undue pressure for short-termism.

in February, the European Commission launched a call for adwce for the three European
Supervisory Authorities (ESAs to coEIect evidence on potential undue pressure for short-
termism from financial markets on corporatlons The aim is to foster transparency and long-
termism in financial and econoric activities by exploring possible drivers of short-term
pressures. During the workshop, EIOPA presented the approaches, thé sotrces and the key
steps foreseen to collect evidence. Building on available literature, EIOPA is analysing the



portfolios’ evolution over time and the asset holding periods’ development: Among athers,
EIOPA is assessing the relevance of reporting frequency, remuneration policies and R&D
trends on the investment decisions. EIOPA plans to make use of relevant work published on
the insurance and occupational pensions sectors, as well as information already available
from regular reporting or other existing information requests. EIOPA stands ready to engage
with insurance undertakings on gualitative information to complement the quantitative
information avallable at EIOPA, and beyonid supervised entities. EIOPA invites the
participants in the workshop to submit their views on particular questions or-more broadly
on the topic via the feedback statement on anonymous basis or bilaterally by email to the
EIOPA Studies & Statistics team (St-team@eiopa.europa.eu).

The following remarks were made during the discussion:

e Shareholder expectations and remuneration schemes are potential drivers of short-
term pressure on corporates. Pressure from activist investors far buy-back programs
and dividend payouts from reserves, increase short-term pressure.

e Onthe other hand, stakeholders highlighted that insurance undertaking are mainly
long-term investors, with their investment strategy being driven by their liability
profile. Therefore, they should be less subject to short-term market pressures.

» Financial institutions are not always originators of short term behaviour but
sometimes import the consequences of short term behaviours from external sources
and transfer those to the investees (such as those arising from tax incentives,
corporate reporting requirements).

Session 3: Protection gap for natural catastrophe risks.

EIOPA is keen to engage with stakeholders on a discussion concerning the widening of the
{insurance) protection gap for natural catastrophe {NatCat) risks.

In light of climate change, the risk of an increasing frequency and severity of natural
catastrophes is becoming more and more apparent. The insurance penetration varies across
Europe and the impact of natural catastrophes across regions may change under the
influence of climate change.

EIOPA is concerned that the impact of a protection gap on households and businesses as
well as on the financial system will be systemic {losses affecting banking books, e.g. loss of
collateral) and aggravated by public financing options of Member States.

Therefore, the potential widening of the protection gap for natural catastrophes in Europe
requires a concerted European action.

EIOPA sought views of stakeholders on the role of the insurance industry, as well as of the
public sector. Questions include how measures can contribute to achieving an optimal
insurance penetration across Member States, securing affordability of insurance, and
promoting adaptation, preparation as well as risk management incentives in (re}insurers’
underwriting policies and product design. EIOPA stressed the need for commonly available
data and analysis on NatCat events in Europe to raise awareness on risk management gaps
and to anticipate solutions.

Following observations were made during the discussion:



Stakeholders stressed the need for public solutions, considering that the primary
issue would be affordability of insurance. Climate change is likely to affect the most
vulnerable members of society, who may not be able to afford insurance.

' Education to citizens about risks ahd risk m‘itigaiing behaviour shotild be promoted

to sustain insurability. Insurance palicy conditions are likely to change in light of
climate change and it is worth exploring this impact on the protection gap.

Risk mitigation and adaptation shouid be the first safeguards against the widening of

an (insurance) protection gap. The European Flood Directive was cited in this
respect.
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1. Context and objectives
2. Key messages-of the opinion
3. Different areas of the opinion
3.1 Time horizon
3.2 Valuation of assets and liabilities
3.3 Investment and underwriting practices
3.4 Capital requirements '
3.5 Internal models

21/08/2019



EIOPA sustalnable finance action plan
Covers prudential, conduct and financial stabllity areas, incl.:

o EIOPA advice to COM on sustainability fisks and factors in
Solvency I and Insurance Distribution Directive (30.04.2019)
o Scenario analysis on transition risk

o Opinions on IORPIIimpIerrlenl:ation on ESG risks and
Governance dociments

o Insurance protection gap for NatCat
o Collecting evidence on short term pressure from financial
sector on corporations

o Disclosure of sustalnability risks and sustainable investrnents
for personial penstons, IORPs and IBIPs

o Pensions stress test

COM call for opinion: main objective

Provide an oplinlon on the impact of SII on sustainable
investments and current practices in underwrltlng taking
account of sustainabillity risks

Evidence used

« Public call for opinlon (33 respondents, 3 conﬁdentlal)
hitps://eiopa.europa.eu/Pages/About-

EIQOPA/Oraanisation/Sustainable-Finance-. ngg
 Confidential request for information (NCAs)

0 153 solo undertakings (20 % of total assets at EU Ievel)
0 31 groups (38 % of total assets at EU level) w\_\

et

Con 1 3.6- Pun"’hu!
' T\‘ f

—
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e Forward-looking approach to be implemented, in
ORSA, via the use of a standardised set of
scenarios translating global warming In scenarios
for impact on the {re)insurers’ balance sheet

s Historical data is not good predictor for climate
change; absence of data and methods should not
lead to complacency

¢ No evidence to justify different capital
requirements

+ “Impact underwriting”: instil risk mitigati'ng
behaviour and limit risks to insurability

e

AND OCTLUFATIONAL PERSIONS ALTHORITY




Prudential and climate change time horizons differ
o Global warming is likely to reach 1.5° C between 2030 and 2052

if it continues to increase at the current rate (IPCC Report 2018)

o The SCR shall correspond to the VaR of the basic own funds of a
(re)Insurer subject to a confidence level of 99,5% over a 1-year
time horizon (Art. 101 SII Directive)

EIOPA opinion; 4
No change to SII time horlzon &

But need to implement a prudential

forward-looking approach for climate \ ‘ e
change via long-term scenario

analysis in ORSA, possibly based
on standardised scenarios

Valuation of assets: evidence received

o Undertakings do not value sustainable investments
differently than other investments

o Avallability and quality of information on sustalnabillty
risks and sustalnable investments may not be sufficlent

o Undertakings refer to using ESG ratings

» Importance of public disclosure to inform prices
» Transparency of ESG ratings

* Need for scenaric analysis to assess uncertainty and future.
developments

21/08/2019



Valuation of liabilities: evidence received
o Climate change risk not explicitly considered by
undertakings; “implicitly” captured via historical data

EIOPA opinion

» Short term business - annual valldation of assumptions may
be sufficient to integrated developments. Longer term non-
life business (>2 years): sensltivity or scenario analysis is
needed.

» Good practices: Ensure historical loss data is up-to-date;
Consider events not captured by historical loss dataset, Use
forward-looking CAT modelling; Apply stress testing or
scenario analysis

* Longer term life business: economic scenario generators?

Investment practices: evidence recelved

o Close to 1/3 of groups and undertakings do not plan to
implement sustalnability considerations in investment
strategy

o Reliance on sustainabllity ratlngs/scorlngs

o Exclusion / (“impact”) divesting & Inclusion / (“tmpact")
investing In sustainable economic activities

EIOPA opinion
* Need for transparency on sustainability ratings. .
* Need to assess transition risks in the portfolio,

10
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Underwrltlng practices' evldence recelved
o Majority of groups and undertakings do not. currently take

explicit account of climate risks in U/W policies and pricing.

o Some expect increase in premia. Risk mitigants: reliance
on national (re)insurance schemes and reinsurance

EIOPA opinion.

* Need to consider actuarial analysis when underwriting
climate-related risks

« Short term increase In pricing - long term risk to Insurability
(protection gap!)

» Risk mitigating action: “"impact underwriting Embed risk
mitigation and adaptation in underwriting. Development of

products and risk management practices which alm at
reducing risk.

11

Market risk general - evidence recelved

o SII is a risk-based framework - no incentlve or
disincentive for sustalnable investments

o No conclusive evidence on risk differentials between
“green” and general assets.

o Lack of database for lorig-term trend analysis
o Absence of green/brown taxonomy

EIOPA opinion:

+ Need to obtain more granular data on thé risk profiles of
“green”/"brown” investments :

s Further work expected on standards (e.g. green I::onds)

21/08/2019



Natural cétaétrophe risks - jﬂ\jldj&{l‘ll;(:e“l‘:;elcr_ﬂgf\;ed_

o Most conslder that the currént calibration of NAT CAT
sufficlently capture climate-related developments;
regular updates would allow for capturing developiments

EIOPA opinion:
» SF does not explicitly take into account cIIrnate change (only
through historical data in the calibration process)

» Regulaf recalibration of the standard formula for NAT CAT
should take into account future developments (e.g. also
“secondary” hazards, such as wildflre, drought...)
« But need a forward-looking approach!
» CAT modelling community to increase transparency on
methods and data for CAT models

Evidence recelved:

o IMs are designed to allow undertakings to hetter reflect
thelr specific business model and risk profile

o Most undertakings do not plan to integrate sustainability
factors in the market risk module of thelr internal model

EIOPA opinion:

« The regulatory framework does not prevent the integration
of sustalnability factors

* Use of external models: undertakings to engage with their

" providers on how climate change is integrated in the model

« Also here: historical data does not predict climate change...
Hence: need for a forward-looking approach

14
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* Collect evidence of undue short-termism pressure from financial markets
on corparations:

o building on the conclusions of the relevant literature

o considering the evolution of asset holding periods

¢ conseguences of undue short-termism for sustainable finance
» Identification of areas_ in requlation which:

o contribute to mitigating or
o exacerbate short-term pressures

« Recommendations assessing whether policy action is needed in specific
areas.
» Short-termism for the purpose of the CfA can be defined as “the focus on short time

horizons by both corporate managers and financlal markets, prioritizing near-term shareholder
Interests over long-terrn growth of the firm2”,

T TGS, // oo eanu e €0 FUDIatons ADVICEs/ 10001 -2l 197 - 0 VIR (0 -B5ah - SHrL el - Hessurs_em.Rdl . 2
1 Mason, 2015 .
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» February - COM published Call for Advice
e Ongoing - Coordination with ESAs

e June - Workshop sustainable finance
o July - Survey (tbc)

e Sept.- Oct. - Interim discussions with COM
e December - Final Report Publication

e Coordination with COM, EBA and ESMA
s EIOPA organisation

o Stressing links to financial stability

o Conscious of resources '

- Refer to previous work = e.g. Investment behaviour report 2017

- Synergies with ongoing projects - e.g. I0RPs ST 2019, LTG Reports
- Stylised qualitative survey for undertakings

- Use SUFI workshops to collect stakeholders’ views
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A. Revision of the relevant financial stability literature:

B. Quantitative Analysis

C. Qualitative Information

« Sources:
o Recommended by COM - pot nec&l:sarily insurance/penslons speclﬂc
o Relevant EIOPA's work

s Recurrent topics :

o R i ,
- High-guality reporting can improve investment efficlency, reduce information risk, help q%tlmate future
performance therefore i can faclitate Jonovation

- Shorter reporting fregquency can damage LONG TERM shategle.s-vlews
o Ways to overcome short-termism

Rale of corporate gevemance i
- Remuneration policies for key staff members (decislon-makers}
= Intemal CEO turnover related to firm's performance
- Capltal moves Influencing the trends [n R&D investments ~ focus on value
o Investing environment and time horzon _
- Understanding the girgumstances and ralevant dete
- Evidences on frends of assets turnover ratios




21/08/2019

e Areas of interest:

o Situation and trends of asset holding periods and -
o Evolution of average durations

e Build on available data and previous work
o EIOPA IORPs 5T 2019 baseline (ongoing)
o Regular Quantitative Reporting Templates QRT
o EIOPA llliquid llabilities data request 2019 (ongolng)
o EIOPA LTG reports (2016-201B, 2019 (ongoing))
- LTG measures impact in shorter vs. langer terrm behaviour
o EIOPA Investment behaviour report (2017);
- It revealed for Insurance Groups ahead of Solvency 2 (2011 to 2018):
- trend towards more liliquid Investments
+ average maturity bond portfolio overall Increased those years
+ Investment allocaton - aggregate marginal changas in main categories

¢ Stakeholders
o Coordinate with Policy Department activities on 5us_talnab_]e finance
o  Discuss Short-termism item in workshop - Follow up inputs after workshop

» Sources for insurance:
o EIOPA woark on Long-term illiquid liabllitles, LTG Review and Investment hehavlour, among

others
o Remimneration pollcies .
- EIQP 0 te abiliby risks an under Solvency Il a

16D (May 2019)

- reference to sustainabi!lty aspects to be added to Art. 275 Solvency II Delegated
Regulation

- EIOPA work plan supervisory cunvargence — includes remuneration principles
» Sources for IORPs: A ‘ )
o investment behaviour questionnaires in Stress Test 2019 ' '
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» Establishing globally consistent data on portfolio turnover by asset
managers with relevant granularity ‘

» Comparing investment behaviour, focusing on time horizons and classifying
investors accordingly

« Bringing sustainability aspects Into regulation

» Ensuring the executive remuneration policies are in line with the
undertaking’s risk profile, objectives, management strategles and the long-
term Interests and performance of the undertaking as a whole.

» Other

» Do you observe or experience misalignment between Insurers/Pension Funds targets
and beneficiaries aims or needs derived from short-termism?

o How the pressure for short-termn returns manifests In Insurers/Pension Funds management and
decision-making?

o Have you observed or experienced short termn pressures?

- From Insurers/Pension providers to corporates

- From financial marksts to Insurers/Pension providers and then affecting beneficlardes
o Have you put in place any measures or policles to avoid or limit this phenomenon?
o Have you observed any consequences/reactions to this pressure?

s To what extent the following factors can contribute to short-termism pressure on or by
in Insurers/Pension funds:

financial reporting

executive remuneration structures

performance benchmarks inAluencing investment dme horizons

examples In insurance/pansions regulation (exacerbating - mitigating)

Other factors, e.g. stakeholder's interests or market movements

[ =D = I = = Ry = |
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* Part of the sustainable finance goals of EIOPA

« Engage in discussion with Member States,
(re)insurance sector, academics, modellers,
policymakers on the risks of a NatCat protection
gap in light of climate change

» Collect information on extent of the protection gap

¢ Seek areas for contributing to reducing the
protection gap
o seek views on the role of the (re)insurance sector

o seek views on the role of model vendors and data
providers

23/08/2019



« Economic losses caused by weather and climate-
related extremes in the EEA - in light of climate
change -

o Increased frequency and severity
0 "New” ("secondary”) perils

o Natural disaster “hotspots”

o Exposure, vulnerability, risks...

» Non-insured losses will hit households and
business even if Governments intervene
o public Interventions usually rely on téxes or debt
issuances
o both deviate public resources from it's original goals
o likely impacting stability and growth
» Financial system destabilised by
o impacts in the real economy
o generalised increase in risk premia
o non-insured damages in collaterals

23/08/2019
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Source: Bank of England, 2018

Included In JAIS Issues Paper on Climate Change Risks to the Insurance Sector 2018

e 15t |ine of defence = Public: finance considerations: size of

economy and debt

ek

o Transfer & management
of risk
- (Re_) Insurance :
- Alternative risk transfer
systems
o 2n {ine of defence -
o Climate change _
adaptation and mitigation
measures

o Pre-funded public/private
protection systems

Average los se shars of QDR

T O b

Nota: Average loss dain basad on 1980-2018, &
Source: EEA. Publlc Bnanca data from Eunosial.




« (Re)insurance industry covering NatCat risks
o Insurance pen'etratlon é;cros_s Menjber States
o Pricing -~ availability / business strategy
o Product design - risk management incentlves
o Reliance on reinsurance ‘
o Relation with state-sponsored (re)insurance

« Availability of data to asses the risks across
Europe

. Insight of cllmate speclallsts and model vendors
on. scenarios for climate change - scenario
analysis for forward-looking approach in
undenuﬁﬂng

o EIOPA wexchange with CAT modellers, (re)insurers
and brokers held on 28 May

23/08/2019
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collect further views and discuss Dotential areas of concern,

The current paper, which is for discl s’ﬁon,‘%ﬂre‘ s he issue of a protection
gap for natural catastrophes in EUrt% available evidence about the

impact of climate change on the frequeficyand se\L@ﬁty of extreme weather and
climate-related events. S

The paper builds on researel:%cong%ucted ‘j_:y various stakeholders so far and sets
out elements far discusgjon. W\

In particular; we higk Iigh ‘%e poteq al systemic Impact of situations across
Europe where ajack ficovérage is cornblned with high exposures compared to

the size of the' veco[;k' Vean Q%yblic revenues as well as high levels of public
debt. =N

idatlopn and adaptation, should address the risks caused by climate change

; *‘q‘:‘ = .
A cohere gEuropE a% -0oach, involving private and public actors, wlth a focus
withiregard to; :é)‘él catastrophes in Europe.

EIQP‘E:"%‘\ Imsl%o engage with stakeholders on the issue, including the
(re}insurahgg industry, central banks, ESRB and the European Cumm!ssionl to

1See also Commission Green Paper of 2013 on the insurance of natural and man-made disasters

]



Economic losses caused by weather and climate-related extremes in the EEA,
in light of climate change

1. Over the period 1980-2016, the total amount of weather and climaterelated
economic losses in the EEA member countries was EUR 436 billion (at 2016
Euro values), at an average of EUR 12 bllhon per year, EUR 76 300 per
square kilometre or 784 per capita.? o,

2. Climate change affects the frequéency and severity of* ertain extreme
weather and climate-related events, such as droughts heat waves and
heavy precipitation events:

« Among long-term climate extremes, heat: S
increase across Europe and droughts are exp ctedvt
regions in southern Europe. The direct:o
for short-term meteorological extreme ck an
Model projections show a Iikely ancreaée in hydrolog?cai extremes (i.e.
floods). Such an 1ncrease is I:kely to cazosﬁs Europe for coastal

ase in most
esis uncertaln

re*jlkei to develop along the following
of futtte risks will occur in coastal
) ucp as the British Isles and the

'‘Natural disaster hotspots,
lines: The greatest ilng

regions bordering t
Netherlands, which F |
Europe. Regions, uthy rn Europe (Including the Iberlan Peninsula,
southern Frapce, NoFI: er ‘
Danube) wi
hazards. The

ghly every 30 years in the 2080s in Southern France
and perhaps sub-annually in the Danube region);
f heat waves, droughts and WIIdf‘ ires will increase

‘even more pronounced than in single -hazard

ed) losses, Accordmg to a study carrled out by the European

Commission’s Joint Research Centre*, in the absence of measures for
adaptation or mitigation, the impact of dire,ct and indirect effects of climate
change in Europe over a very long term (2071-2100) could cause annual
‘total damages across EEA of around 190 billion.

4. Exposure (through value accumulation - growing population, economic
wealth and urbanisation) is currently the main driver of increase in predicted

% Source: European Environment Agency (EEA), Economiclosses from dimate-related extremes, 2018,

Weather and climate-related events include metenroinglcal hydralogical and climatological events

{storms; floods, mass movements, heatwaves, cold‘waves, drotights, forest fires), but exclude geophysical
events (earthguakes, tsunamis, volcanic eruptions). Natural disasters comprise the four types of events,

3 EEA, Climate change, impacts and vulnerability in Europe 2016. An indicator-based report. EEA Repart

No 1/2017.

3 EEA, Climate change adaptation and disaster risk reduction in Europe. Enhancing coherence of the knowledge
hase, palities and practices. EEA Report no. 15/2017.

4 European Commission, Joint Reséarch Centre, JRC Scientific and Policy Reports, Climate Impacts in Europe,
The JRC Peseta li Praject, 2014.
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‘losses by 'natural hazards. The extent to -which observed climate change has
. ‘alréady ‘contributed to growing disaster losses is stjll difficult to estimate.>
The losses may just be at the lower bound: economic losses arising from
business interruption in the absence of any structure damage are ca'ptured

‘only occasionally and ecosystem impacts are not monitored routinely.®
Economic losses mainly reflect monetised direct damages to certaln assets.
The loss of human life; cultural heritage or ecosystem sices is not part

of the estimation.” B

5. Climate events in the EU cross national borders, an It ecopomic
impact mainly due t6 high economic integl‘atlon _-, 20 EU;MemberStates
ctiondbt s eSS s value

. ; level ®
6. Europe is also susceptible to spill-over effe TsHic Mate (_:hange impacts
occurring outside European territories; 3
agrlcu[tural commodities, infrastructure a “ (e.g. disfuptions to
%‘d i 'g_r s, human migration

(re)insurers to
Including risk rn

for provid sksip
advice on g‘%l%“ g 0 y
Chaljenges.— Low .'o%zhce penetration, the capacity to factor in climate change

d conggntrat]on risk in reinsurance are notable challenges for the
sjn4covering extreme weather and climate-related risks due to

Jate models and sufficient ‘data for their estimations,
z'ﬁ%gng natural catastrophe risks. This aspect is key
ent¥solutions inducing risk-sensitive behaviour and

Concems"m"‘.iifordabllity and insurability are Ilkely to become an increasing
concern in a climate change context

7. Insurance business allows to pool resources to spread risks over a large
number of policyholders, in exchange of a risk-based premium, The transfer
of risks from insurers to reinsurers mitigates the risks which insurers are
exposed to. Prudential regulation requires (re)insurers to cover expected
and unexpected losses arising from various risks, including underwrlting risk

5 EEA, Climate change, impacts and vulnerability in Europe 2016. An indicator-based réport. EEA Report No
1/2017
© EEA, Climate change adaptation and disaster risk reduction in Eurcpe. Enhancing coherence of the
~ knowledge base, policies and practices. EEA Report no. 15/2017. Also: European Environment Agency
(EEA), Economic losses from climate-related extremes, 2018, :
T European Environment Agency (EEA), Economic losses from climate- related extremes, 2018.
" ® European Commission, Joint Research Centre, JRC Scientiﬁc and Pollcy Reports Climate impar:tsln Europe,
The JRC Peseta |l Project, 2014 -
9 EEA, Climate change; impacts'and vulnerability in Europe 2015 An indlcator-based report. ‘
: /m



with regard to natural catastrophes. The valuation of liabilities is based on
forward-looking estimates taking into account: - expected future
developments that will have a material impact (such as e.g. climate-related
hazards). In their projections, (re)insurers shall take account of all
uncertainties in future cash-flows. A risk.margin is added on top of the best
estimate to ensure transferability of the liabilities, and capital requirements
should cover unexpected losses. The (re)insurance industry also plays an
important role as a user and/or developer of CAT models, to assess, price
and manage risk; for example for managing physica% climate risk. 1¢
Insurance, through risk. transfer, helps to mitigate the macgpeconomic cost
of disasters and the potential systemic risk.}* . @ :

Sed#fretuency and
t oficlimate change.
These are low Ievels of insurance prote%‘ '- s or I 'a ce penetration
in a particular sector or country, the capaglty to g L
reserving (risk of inadequate reservig%‘ Atially ¢ e, to Impact of very far-
out tail events) and concentratiofyriskinh .

+ Overall, only 35 % of the tota] losses by extreme weather and
climate related events acnos: ope arefpurrently insured. This leaves
an insurance protec gapml.e® Ifference between the level of
insurance (measuged B A - : es) and the amount of economic
losses, of 651% Gioestot neeﬁea;sarily follow however that it would be

te e [3ek of insurance, some countries provide a
" publiésprivate (re)insurance solution to address
fo%catastrophe risks. These Inciude state-sponsored
rog mmes, such as for exarnple the Consorc!o de

« Neverthel
structured “publ
ga

) all

‘ - the Danish Storm Council. Other measures include
:!-\-\ tatesponsore wreinsurance programmes, including the Frehch Caisseé
) Qéale de:*Réassurance or the UK FloodRe. Regional risk pooling also

exi lirope, for example the regional catastrophe reinsurance
Europa Re”, covering southeast Europe catastrophe and

‘Buftries or reglons. At European level, the European Union Solidarity
Fund has provided financial relief to regions affected by extraordinary
natural disasters amounting to 5 billion euro, since its creation in 2002,

« Climate variability and uncertainties related to climate change or to the
regional impact of extreme weather events due to climate change may
impact on the capacity of the (re)insurance Industry to capture
sufficiently the future developments in their underwriting practices. The
extent, to which insurance and reinsurance pricing and reserving
practices would effectively Integrate an increased frequency or severity

10 See; The Geneva Associatlon Managing Physical Cllmate Risk: Leveraging Innovations In Catastrophe Risk
Modelling. November 2018:
1 See: BIS Working Papers; No 394; Unmitigated disasters? New evidence on the macroeconaemic cost of
natural catastrophes, Goetz von Peter, Sebastian von Dahlen, Sweta Saxena, December 2012.
L Eyropean Enwvironment Agency (EEA); Economic losses from climate-related extremes, 2018,
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of extreme weather-related events, without reducing the insurance
penetration, will determine largely the sustainability of the coverage of
natural catastrophes in Europe.

« Whiie the 2018 EIOPA insurance stress test confirmed high resilience of
the biggest European insurance groups to a series of natural
catastrophes??, it also showed that the current high resilience relies on

reinsurance, even to a larger extent than for 'mag&et risks losses.

Participating firms in the stress test were among j‘le' 42 biggest

European insurance groups who transferred 55%:of thelosses caused

y “iAvolved in
Ses were ceded

9. Affordability and insurability a

Peaks in losses and necessary ris
to lead to higher premiu
insurance products. InsQ}
risk quality, and cur\glde
impact of climate_change
impact of clim
technically unms

iﬁ‘e an ancreasing concern.
sed reguiatory adjustments are likely
restlf‘%twe terms and conditions in

ot uhdeMﬁEing certain risks. The economic
!fﬁm}it to quantify in monetary terms (e.g.

uman W'elfare In addition to the cost of the direct (physical) losses and

_Mpply bottlenecks (“demand surge”), indirect impacts arise from increased
rta!i'ity from investors, loss of market confidence leading to asset fire

causing further falls in asset prices. This affects directly the financial
(banking) sector, limiting in turn financing available for reconstruction,
leading to fall in output in affected areas, further weakening households and
corporate balance sheets.

11.Damages caused by natural catastrophes may put additional strain on public
finances where, in the absence of sufficient coverage via insurance and
reinsurance solutions, the government is called to step in to provide relief
and potentially compensation (incl. emergency response and financial aid),
but will also need to restore damaged government property and
infrastructure,

2 The stress test showed a linited impact of a set of catastrophic losses over Europe from various perils

supposed to materialise overa short period of time, like windstorms, flaads and éarthquakes. It neéeds to

be pointed out that the events tested were not desngned takmg into account climate change, yet. In

“addition, the short tinie horizon does nat take ifito accolnt longer term devélopments due to climate

change. Nevertheless, the results are useful to illustrate the effect of anincreased severity:and mtenmty of

natural catastrophes hitting different geographical areas in Europe.
5/11




12.Particular soverelgn risk mitigation . or transfer mechanisms aim to address

(financial) risks arising from climate change, including issuance of CAT

bonds, insurance for the management of fiscal risks, the existence of

reserve funds, contingent credit arrangements, and the ifisurance of public

assets.'* These are designed to alleviate the pressure on ?ﬁ%c finance - in
Ho

additional government action on climate change adap

some cases transferring the risk back into the econdfy er, without
n%%ﬁétion,
the impact of climate risks on sovereign borro ! : ~e_co e more

costly.t5

13.This section provides some measures of é tifying po ential issues In
relying on this type of Government b n terms\ of the ability of
Governments financing such actions

14.The charts below make it ’ relat’[g,e risk exposure and
- ystemig. relevance. Figure 1 shows

Fly “} 2 to suffer from risks related to
,gin Europe’s South/South-East will see
a progresslve se in overall climate and extreme

weatherrelat

16.0ther regions/c F are-.o at risk of suffering Important losses from
climate ch%? ‘he mageriality of the impact on public finance will depend
also on 'IQ%BI F event which will materialise and the

coneéﬁ?@y expo?hres to those perils.
17 The mpactmof ate’ change and extreme weather-related events also
q[ffe across.sectors and regions and the expected impact of adaptation
#and %ggating -action. Figure 4 shows that under a scenarfo consistent with
2 degiee rf mate goal, for additional flood-induced damages to road
frastruciﬁt'e, the most relevant part of damages would occur in the
he 1 European region.® Sea flood damage would mainly affect, in both
afios, the Central Northern European region.718

14 e OECD (2015), Disaster Risk Financing: A global survey of practices and challepges, OECD Publishing, Paris.
15 See Imperial College Business School, Climate Change and the Cost of Capital in Developing Countries.
Assessing the impact of climate risks on sovereign borrowing costs. '

16 JRC Peseta il Project, 2014, table 20 and 22. Climate simulations under the reference scenario are
derlved from a medium-high emission scenario without mitigation (“business as usual scenario®). Under

the assumption that no measures for adaptation or mitigation are taken, projections were made for the

period 2070-2100. The 2C simulation is consistent with the EU 2°C climate goal.

¥ Countries with no direct access to thg sea coast can be arguably impacted by sea floods damage estimate is

18 t9 60 times more material than induced-flood damages, therefore the impact allocated to the area of
Central Southern Europe most likely corresponds only to some of the countries Involved.
‘ 6/11




Figure 1: Historic insurance coverage, debt and Iosses as share of publll:
ﬂnan‘ . : _ : o :

annua[ Inss based nn da : frum 198@015 :
, Sources* EEA and Eurostat : :

[
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Figure 2: Losses and outstanding public debt

_ .Averagelossasshare of GDP -, "
__-Aversgeloss s stisre of revenue -

. fing debt {Ko{GDP) i
Note: Averagelass data based ori 1980-2016. Sou ‘

EEA. Publicfinanca data from Eurostat.

Sources: EEAand Eurostat.
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Figure 4: Contribution of to additional flood damage across regions’

Additional flood-induced Impact on sea damages to
_road infrastructure  floods damages

Table 20

fallure to tal respecf of climate change mltigatlon and
adaptation 19 s;ex%%ﬁsan dulnerability are key drivers of the expected
ange 2°, truly transformative measures geared
tigation are Iikely to be most effective, =

srole for the (re)lnsurance industry, through their
v rlve adaptation and mitigation measures. Insurers
5! ris management practlces in assessing, modelllng, pricing

ate change However, consicleﬁng ‘potential systemic _

h the overall economy, with vulnerabilities that may build up,

the possible impact on public finances, relevant government action

1herently be patt of the solltion.

20, Sustalnable European natural catastrophe management will necessarily be
multi-faceted and involve actors at local, national, regional and European
level from industry, government, academia and civil society.

12 World Economic Forum, The Global Risks Report 2019. ' ~
28 European Commission, :Insurance of ‘weather and:.climate-related disaster risk: Inventory’ and analysis of
mechanisms to support damage prevention in the EU, Final Report, August 2017.
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21.Three areas are presented for taking the discussion forward.

Adaptation - insurability and affordability
22 Varlous measures are already a@vallable for improving insurance
penetration. 2* In particular, higher Insurance penétfation for “new” -
catastrophe risks will be needed. . Heat waves, drought and forest fires are
. the least Insured today, even If they show sizeable losses, and increasingly
due to climate chanpge. The practice of the combining-multiple risks in a
single pollcy of by connecting the purchase of extremne weather insurarnce
to more comménly required and mandatory products. (e.g. maortgage
_ contracts; fire insurance), could be a solution, e o
23.Measures to maintain insurabiiity and affordability rfay, in addition require
public policy solutions.? National, regional or EfifoPean: risk soolin

mechanisms shodld actively be considered,  pagtici
crossregional and cross-sectoral relevance gfcertdl

related developments. . Nk |
24,0ther measures, alming at promoting” riskymitigatipg®
'- InsUrance takers, or increasing the transparency“gp conditio

for insurance coverage, may furthe

Adaptation - risk managermer
nd. exploitation of knowledge on natural
, C _ leveltbetWeer European, national and reglonal
authorities, sdgnt&tﬁggﬁ %industry, a-European hazard map should be
developed and mate @ moply avallable. Institutional agreements on
knowledge and d’g‘% (PPP)ngdiﬂ}Fgﬁher centralise arid broaden the scope
for synergies ip, colle pariﬁ@na ysing data, improving the responsiveness
of adaptive a%@;ﬁ%ﬁve méasures. In this respect, big data analytics

disaster risk at a Europ#

could be pJay.a pagt and:the collection of sufficiently robust data provide a
more grandigt sk Rappino. |

CrUI g_] h%’é: thexinsight from climate specialists, and apalysts and
model vendprs¥on the scenario(s) for climate change should help in
?E:jgnh, ing t_ﬁt?ine‘ phase of model development for future natural

.7 catastipphe events, enabling the use of commen stress scenarios across

;‘-.KL%\Europe. SAN]s wiil increase the predictive value of reserving afid capital
dllocation practices of (reinsurers to address risks arising from future

a.ém;%%reath_tar and climate-related events. . ' .

B ey

* Mitigation ~ national and E‘uqﬁongah concerted action

2 See the analysis conducted by the Geneva Association: Understanding and Addressing Global Insurance
Protection Gaps, April 2018. .
22 5ee CRO Forum S »
23 See: The Geneva Association. Managing Physical Climate Risk: Leveraging Innovations in Catastrophe Risk
Modelling, November 2018. " : P, Y =
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27.Private sector initiatives on risk mitigation (or adaptation) will need to be
paired with overarching national government or European initiatives to
ensure coherency of prevention or adaptation measures. Cross-border
effects of natural hazards will also need to be increasingly taken into
account in assessing the impact on regions across Europe.

28.At national level, governments should evaluate and disclose the potential
(financial) exposures to extreme weather and climate-related risks in order
to assess the sustainability of catastrophe risk coverage in their country.®
Assessing and pursuing public risk financing options should be part of
governments’ adaptation and mitigating action, as well as pursuing,
possibly in close exchange with private sector initiatives, concrete risk
prevention measures and regulatory measures supporting sound risk
management practices by their industry and citizens.

29.Advanced European solutions for providing financial relief and disaster
management to countries who need to make reiatlvei\( Iarger efforts
compared to their GDP, due to higher exposure or higher f‘nanc;al strain,
may be needed. Successful ‘examples of natm_‘a _fram works for
(re)insuring natural catastrophe risks may prove rele
further national, regional or European frameWorlgs Caop ?ina“f‘ed disaster
recovery may m:tlgate the impact of extre weat’ er an climate-related
events across Europe. *° Cross-border (re)lnsura ce’ and disaster
management facilities may be of i mcreaang relevance t;?&eertam EU regions
and neighbouring countries. Insti tlon*al.; arrangements for sharing
experience on national government -
increase the efficiency of disast

24 gee: QECD Recommendation on Disaster Risk Financing, February 2017,
%5 At European level the European Civil Protection Mechanism provides direct disaster risk management. The
European Commission proposes to strengthen the EU civil protection respanse to disasters (known as

‘rescEU’) by increasing preparedness and prevention. See: https://ec.europa.eu/commission/news/resceu-
2018-deci? en.
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EHOPA Workshop on Sustainable Finance
Participants fist, 11 Juna 2018 EIOPA
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