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SPECIAL 
REPORT

NATURAL 
CATASTROPHES
Last year there were more natural 
catastrophes than any previous year 
on record. So what are the latest 
trends for the Asia-Pacific region, how 
should risk managers best prepare for 
a crisis and how can the insurance 
industry help close the protection gap? 

IN ASSOCIATION WITH SWISS RE
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L
AST YEAR WILL BE remembered for many 
things: the year of the cyber attack, the disasters 
of Malaysia Airlines, the rise of ISIS and the ebola 
outbreak in Africa, to name a few. But it will also 
go down in history as the year with more natural 
catastrophes than any other year: in 2014, some 
189 events were recorded. 

Globally more than 7,000 people were killed 
or went missing in natural disasters, with the 
majority in earthquakes, floods and other severe 

weather events. And the damage bill topped $110bn according to a report by 
Swiss Re.

Asia was hardest hit in terms of human loss. An earthquake in Yunnan, 
China, in August caused the most loss of life: at least 731 people died or went 
missing. Monsoon flooding in the state of Jammu and Kashmir in India and 
nearby regions of Pakistan claimed 665 lives. 

Freezing conditions also took their toll. According to official statistics, 
there were 505 deaths in Peru, mainly of children and the elderly due to very 
low temperatures. 

Elsewhere, many people died in flooding and landslides in Afghanistan, 
Nepal and Sri Lanka.

The Asia-Pacific region also suffered the most loss of life relative to others 
for the previous two years.

It also has seven of the 15 top countries with societies most at risk to 
extreme natural events (see table, right), according to the United Nations 
University for Environment and Human Security WorldRiskIndex.

Tom Larsen, product architect at data analytics firm CoreLogic, has  
identified three key trends behind the increase in damage caused by natural 
catastrophes, particularly in the Asia-Pacific region.

1. Population growth 
As the world’s population increases, it stands to reason that more damage will 
be caused by natural catastrophes, in terms of human impact. The planet’s 
population is currently growing at slightly more than 1% per year. But Larsen 
says this relatively low global rate is misleading.

“China, Western Europe and North America are lower than the global 
average and the increasing populations outside these areas will naturally 
increase the severity and frequency of catastrophe losses,” says Larsen.

2. The wealth effect
The world’s population isn’t just increasing, it’s growing wealthier. The  
Asia-Pacific region, in particular, has experienced a huge increase in wealth, 
led by China. 

Larsen says GDP is a coarse but useful proxy for estimating wealth. 
Globally, GDP in the past four years has averaged more than 3% per year 

growth, a rate that could lead to a doubling of GDP in about 25 years, according 
to the CIA World Factbook.

“We’re seeing it in the insurance take-up figures. For typhoon Haiyan in 
the Philippines, we saw a $1.5bn loss. A loss of this severity in the Philippines 
was viewed as impossible only a few years ago; today, this level of loss must be 
viewed as plausible and foreseeable,” Larsen says.

3. Population shift towards hazard prone areas
“The habits of humanity are moving towards concentration. For example, 
60% of the population in China is concentrated in the 12 coastal provinces, a 
pattern repeated in many other countries,” Larsen says.

The Asia-Pacific region is one of the most extreme areas of urbanization in 
the world, as Larsen points out. Seven out of the 10 largest cities are located 
in the region.

“Greater concentration means you have a higher probability of not getting 
a direct hit, but if you get one, you’ll see a much higher loss,” Larsen says.

Nat cat exposures: the 
changing landscape in Asia

The number of catastrophic events around the world is increasing,  
with the Asia-Pacific region finding itself more exposed than most

The 15 countries that are most at risk worldwide

Rank Country Risk (%)

01 Vanuatu 36.5

02 Philippines 28.25

03 Tonga 28.23

04 Gualemala 20.68

05 Bangladesh 19.37

06 Solomon Islands 17.33

07 Costa Rica 17.33

08 El Salvador 17.12

09 Cambodia 17.12

10 Papua New Guinea 16.74

11 Timor-Leste 16.41

12 Brunei Darussalam 16.23

13 Nicaragua 14.87

14 Mauritius 14.78

15 Guinea-Bissau 13.75
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The region is also facing exacerbated disaster 
risks because of global climate change. 

By 2050, the UN Office for Disaster Risk Reduc-
tion estimates 40% of the global population will be 
living in river basins that experience severe water 
stress, particularly in Africa and Asia. 

Underdevelopment
Much of Asia-Pacific is also still considered part of 
the developing world. 

It’s therefore not surprising that the amount of 
analysis and modeling available is sometimes 
incomplete. 

Lockton Singapore chief executive Peter Jackson 
highlights some examples.

“They are still flood mapping China for exam-
ple. In Indonesia, it’s highly volcanic, but they still 
don’t understand what a 50-year event is, as 
opposed to a 100-year event or a 500-year event.

“While the implications of a quake in  
California are pretty well known to insurers, the 
many potential quake and tsunami zones in Asia are 
less understood with incomplete available data.”

He points out, while firms should take heed of 
local regulations, they often need to go beyond 
them.

“Building specifications will often need to be 
stronger than local regulations, you need to set 
your own standards.”

The ‘cold spot’ epiphany
What all of this means is that Asia-Pacific has a  
perilous risk horizon. 

Despite this, the severity of losses in the  
region continue to surprise global reinsurance and  
financial markets.

Larsen says areas outside of Europe and North 
America used to be viewed as “cold spots” or areas 
with the potential for only regional-scale losses. 
But that’s changing.

“The cold spot epiphany is that there are no 
longer any cold spots, and all regions require 
dynamic and granular catastrophe exposure 
management.

“It goes back to those trends, population 
growth, the wealth effect and movement. Many 
economies have greatly improved in the past 10 
years, and the scale of the improvement is faster 
than the frequency of these (nat cat) events. 

“It’s driving a shift towards more analytic based, 
rational, granular modelling,” says Larsen.

Source: Swiss Re, sigma No 2/2015

GORDON SONG
Head of group risk and internal audit, Lazada Group
“I believe that the number one priority for building resilience is 
workforce readiness. This means having a workforce that (i) takes 
nat cats seriously and understands their impact to business, (ii) fully 
understands and is constantly prepared to execute the nat cat plan 
when needed, and (iii) participates actively in exercises and drills. 
Any company can have the best plan on the planet, but when the 
workforce is not 100% ready to execute, the plan will remain a paper 
document at best. “

JAGATH GURU
Head of risk management, Myanmar Brewery 
“Knowledge is certainly the fundamental aspect [with nat cats]. 
You need to know and understand natural perils. This helps an 
organisation set priorities and budgets designed to mitigate risks. 
Wise thinking coupled with effective mitigating strategies can help 
an organisation to bounce back after an event and minimise losses.”

Source: Swiss Re, sigma No 2/2015

VICTIMS FROM MAN-MADE AND NATURAL DISASTERS
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P
REPAREDNESS IS KEY WHEN it comes to building an effective 
crisis management plan and there are a number of lessons that 
can be learned from previous responses to natural catastrophes 
to build resilience. 

One such example is the Queensland floods of 2010/2011. 
Almost five years ago the Australian state experienced one of its most  

devastating natural disasters in history.
A series of floods, which began in December 2010, and continued into 

2011, killed 35 people. More than 200,000 people were affected and damages 
skyrocketed into the billions. 

The flood was said to cover three-quarters of the state at one point.
Graeme Newton was the director general of Queensland’s infrastructure 

department when the floods struck. In January of 2011 he was asked to lead a 
new statutory authority to deal with the response, recovery and rebuild. Only 
days after being installed as chief executive, cyclone Yasi struck the north of 
the state, causing severe damage to the already sodden area. 

“There were multiple events over a few months,” Newton says. “The scale 
and incessant nature of it was unprecedented. And the geographic size of the 
impact was huge. Often you’ll have a one-off event, but this was one after the 
other, after the other. It was a continual pounding. We started with a $7.5bn 
task. It ended up being about a $14bn rebuild,” says Newton.

The geographic range of the area also presented a major challenge.
“We had to mobilise the largest reconstruction effort ever in Australia. We 

had to harness the resources of the state and federal governments as well as 
the construction sector. 

“We were spending about AUD$10m a day on reconstruction work. And 
there were about 10,000 reconstruction sites across the state at any one time. 
Anything from a small causeway, to a school, to a main highway to a ferry 
terminal,” says Newton.

He also describes the diversity of the communities as another major 
challenge. 

“We had everything from remote indigenous communities to the Brisbane 
City Council. We adopted the approach: ‘your success is our success’. We 
didn’t want to be in a situation like New Orleans, where five years later the 
work still wasn’t done. It was one in, all in,” Newton says.

Developing an effective natural 
catastrophe crisis management plan
For businesses, the human tragedy in the loss of homes and lives offers a powerful incentive to look 
past the uncontrollable risk of a natural catastrophe and focus on the steps that can be taken to 
maximise resilience in the face of nature’s fury

Improving resilience
Newton’s job wasn’t only to help Queensland recover from previous disasters, 
but also take steps to make sure the state was better equipped for natural dis-
asters in the future. That meant building disaster resilience.

It is this experience Newton is leveraging now across the region in his new 
role as lead partner in crisis management at Deloitte Australia for the Southeast 
Asia region.

“Our clients are telling us that the traditional box ticking and piecemeal 
approaches to preparing for business disruption and crisis readiness are not 
serving their needs. By taking an integrated approach from strategy through 
to crisis management, sustained resilience is achieved. Most organisations can 
anticipate disruptions, but it’s getting blindsided by a value-killing crisis that 
will really test whether you have truly built a sustained resilient capability,” 
says Newton.

 

Newton lists the key elements of  
Sustained Resilience as:

 
●  An integrated approach to strategy, risk and resilience
●  A leadership team and culture that’s ready to respond
●  A commitment to build and maintain readiness maturity
●  Reguarly rehearse, test, refine through realistic simulation
●   Have an integrated go-to team of experienced advisors including 

cyber, forensic, fraud, facilities, workforce, legal and media

The value of digital technology
One of the major lessons learnt from the Queensland recovery effort, was the 
value of technology in a natural catastrophe. 

Geo tags (geographical identification metadata attached to pictures and 
other media) assisted the recovery team to identify areas in need of assistance 
and then track the rebuild progress in that location.

“Social media, Instagram, Twitter and Facebook; most of those photos have 
a geo tag attached to them. They provided more real-time situational awareness. 
Rather than relying on verbal descriptions from the field, you have imagery too. 
If people are using hashtags, you can pick up all sorts of information that gives 
you insight. We then retained a record of that. You can look at what worked and 
what didn’t work,” says Newton.

But Benedict Burke, head of global markets at Crawford & Company, says 
from a loss adjuster’s perspective ‘gadgets’ have had relatively little impact on 
catastrophe claims management. That could change, however, he says. 

“Drones are being piloted by a number of major insurers in the US, and with 
the right checks and balances, these can provide considerable access benefits 
when sites are restricted,” says Burke.

High-resolution aerial imagery is growing as an affordable option,  
particularly for events like floods, where loss adjusters can use the images to 
determine the pre- and post-loss condition of remote assets.

JEFFREY YEO assistant director, Office of 
Enterprise Risk Management Nanyang Technological 
University, Singapore
‘Coming from the education industry, our first 
priority is none other than the safety of our students 
and staff. At our university, appropriate crisis 
management measures such as cessation of outdoor 
activities, issuing of face masks to students and staff, 
online lectures, and working from home have been in 
place and will be activated if the need arises.’
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THOUGHT 
LEADERSHIP

Losses from floods, storms, earthquakes and other natural 
catastrophes can have a dramatic impact on the citizens and 
economies of entire countries.

Although insured losses from natural catastrophes were 
lower in 2014 than in recent years, the number of events was 
among the highest ever recorded. The expectation is that, as a 
result of climate change, extreme weather events like 
hurricanes and floods will increase. 

Cities are becoming larger, attracting more people and 
sparking infrastructure growth, and climate change. When a 
natural disaster strikes, the dense population and asset 
concentration leads to losses. These losses can severely impact 
not only a country’s economy, but the people who live there.

Swiss Re’s recent sigma report notes that in the past 
decade, total economic losses from natural disasters have 
averaged $180bn annually. Of that number, nearly 70% 
($127bn a year) of those losses were uninsured.  

There is a substantial natural catastrophe property 
protection gap worldwide. This gap has grown steadily over 
time. With urbanization leading to increased property 
development in cities worldwide, there are many highly 
concentrated pockets of exposure across the globe.

This is especially true in Asia-Pacific. Growing economies, 
increased wealth and the accumulation of high value assets 
and commercial risks along coastal areas and in disaster-prone 
regions are all driving increases in risk exposure.

Despite these threats, underinsurance is still a significant 
concern in the region. In the past 10 years, uninsured losses 
from storms, floods and earthquakes made up 85% – 100% of 
all economic losses in Asia’s emerging markets.

The task of effectively reducing and financing catastrophe 
risk requires a combined response from the private and public 
sectors. The public sector plays a key role in setting a legal 
and regulatory framework that enables the development of a 
private insurance sector, while private insurers need to 
develop appropriate risk transfer solutions to absorb and 
manage those risks effectively.

By financing measures to mitigate disaster risks, we can 
strengthen the resilience of businesses, local and national 
economies, and societies. As insurance puts a price tag on risk, 
it helps to create an incentive to invest in prevention measures.

Understanding natural catastrophe risks and the impact of 
climate change is critical to cost Swiss Re’s business accurately 
and to structure sound alternative risk transfer solutions. It’s 
one of the reasons we invest in research, like our latest sigma 
report ‘Underinsurance of property risks: closing the gap’.  By 
sharing this knowledge, we help our partners to identify 
cost-effective measures to protect themselves.

“We will use this tooling going forward to align our resource application to 
our clients own event models, which more and more gives them early sight 
predictability around their exposures,” Burke says. 

Developing a crisis management team
Aon Risk Solutions principal consultant, crisis management and trade credit 
Dan Bould says a company’s first priority when it comes to managing natural 
disasters should be developing an effective response team.

“It should include heads of departments. The chairman should be involved, so 
should the head of HR, finance and any other core business heads. Underneath 
those people, you need implementation teams,” he says. 

“Where people go wrong is they make their team too large. When you have 
a large crisis management team, politics can come into it, and it can slow down 
the decision-making process. 

“It’s incredibly hard to get all heads of department together for half a day of 
training and testing. But if you want to be resilient, you need to practice and 
rehearse. It’s not enough just to have the names and responsibilities written 
down. People need to be comfortable in that role.”

InterContinental Hotels Group director of risk management Asia Australasia 
Shuh Lin Tan agrees.

She says: “While we are focused on physical build aspects of the hotels, our 
main priority, in managing natural catastrophic risk, is also to drill everyone 
on proactive crisis management process embedded within the organisation on 
preparedness, response and recovery.”

Business continuity 
While the focus on natural catastrophes tends to be on the immediate aftermath, 
an entity’s ability to function in the days, weeks and months after an event is also 
an important consideration.

Lockton’s Jackson says there are a number of things to consider. 
First, he says there needs to be an assessment of the concentration of  

risks. For example, do you have a lot of assets in a particular location prone to 
disasters, and do you need to physically diversify or create back up locations 
away from risk areas?

“One of our clients with back office functions in the Philippines has  
deliberately built two locations rather than one, at different ends of the country 
to minimise the impact of typhoons on their operations there,” Jackson says. 

 “Another client in China has surplus facilities away from its main operations 
in Beijing to mitigate earthquake risk.”

But it’s not just about a firm’s own business continuity plans. 
“You need to ask suppliers the same questions you’re asking yourself. Treat 

critical suppliers as an extension of your own business,” says Jackson. 

Source: Swiss Re, sigma No 2/2015
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INSURED VS UNINSURED LOSSES 

FRED KLEITERP
Asia-Pacific chief executive, Swiss Re

Closing the protection gap: nat cats and 
the impact of underinsurance


