
Reinsurance vs. Catastrophe & Emerging Risks
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Reinsurance, often referred to as “insurance for insurance companies,” is a contract between a 
reinsurer and an insurer. In this contract, the insurance company (the cedent) transfers risk to 
the reinsurance company, and the latter assumes all or part of one or more insurance policies 
issued by the cedent



Why Reinsurance?

Spreads risk
Increases 
capacity

Provides 
catastrophe 
protection

Increases 
stability in 

results
Maintains CAR

Acquires 
expertise

Source: Chartered Insurance Institute (CII)
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Thai Non-Life Insurance Business in 2021

Source: Office of Insurance Commission (OIC)

Insurer A

Local Reins. B

Foreign Reins. C

Insurance

Insured

Direct Premium (DP)
262,746 MB.

Reinsurance Ceded Premium 
76,798MB. (30% of DP)

Net Retention Premium
185,948 MB. (70% of DP)
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Reinsurance



Catastrophe
“A large-scale event causing great and often sudden 

damage or suffering”



Overall losses: US$ 49.0 billion
Insured losses: US$ 28.3 billion

Northridge EQ
(1994)

10

Overall losses: US$ 125.0 billion
Insured losses: US$ 60.5 billion

Hurricane Katrina 
(2005)

4

Top 10 Cat Risks 
Ranked by Overall losses

Overall losses: US$ 43.0 billion
Insured losses: US$ 16.0 billion

Mega Flood 
(2011)

11

Overall losses: US$ 148.0 billion
Insured losses: US$ 30.0 billion

Sichuan EQ 
(2008)

3

Overall losses: US$ 197.0 billion
Insured losses: US$ 3.0 billion

Great Hanshin EQ 
(1995)

2

Overall losses: US$ 360 billion
Insured losses: US$ 40 billion

Tōhoku EQ/Tsunami 
(2011)

1

Overall losses: US$ 68.7 billion
Insured losses: US$ 29.5 billion

Hurricane Sandy
(2012)

7

Overall losses: US$ 125.0 billion
Insured losses: US$ 30.0 billion

Hurricane Harvey
(2017)

5

Overall losses: US$ 91.6 billion
Insured losses: US$ 32.0 billion

Hurricane Maria
(2017) - Caribbean region

6

Overall losses: US$ 65.2 billion
Insured losses: US$ 32.0 billion

Hurricane Ida
(2021)

8

Overall losses: US$ 64.8 billion
Insured losses: US$ 30.0 billion

Hurricane Irma
(2017) - Caribbean region/US

9



Interesting cases

Interesting Cases



Japan Earthquake & Tsunami 
(2011)
Event

• a magnitude (Mw) 9.1 earthquake, the largest magnitude ever 
recorded in Japan and the third-largest in the world since 1900, 
struck off the northeast coast of Honshu on the Japan Trench

• A tsunami that was generated by the earthquake arrived at the coast 
within 30 minutes

Damage

• 18,500 Deaths

• Overall losses: US$ 210 billion

• Insured losses: US$ 40 billion

• Three Fukushima Daiichi reactors melted in the first three days, 
causing a significant nuclear accident

Recovery cost

• US$ 295 billion for the region's recovery, including construction of 
roads, seawalls and houses, and support for people's livelihoods

• US$ 200 billion costs for decommissioning, compensating evacuees 
and decontamination of radioactive materials outside the plant

Earthquake/Tsunami, JP (2011)1



A massive tsunami, generated by undersea earthquake 
engulfing a residential area in Natori, Miyagi prefecture

Stranded ferryboat amid piles of debris in Ōtsuchi, Iwate 
prefecture

Man is checked for radiation exposure after having been 
evacuated from the quarantine area around a nuclear 

power station in Fukushima prefecture

Damage at Fukushima Daiichi power 
plant

wreckage from Japan 
earthquake and tsunami



Hurricane Katrina (2005)
Event

• Hurricane Katrina (Category 5 major hurricane) was the 
costliest storm in U.S. history, and its effects are still felt 
today in New Orleans and coastal Louisiana.

• 62 tornadoes in 8 states spawned from the storm

Damage

• 1,800 Deaths

• Overall losses: US$ 125 billion

• Insured losses: US$ 60.5 billion

• 80% of the city, as well as large tracts of neighboring 
parishes, were flooded for several weeks

Hurricane Katrina, US (2005)4



Aerial views of Caesars Superdome, a day after 
Hurricane Katrina struck the city

A flooded neighbourhood in Port Sulphur, 
Louisiana, after Hurricane Katrina

Aerial view of flooding in the New Orleans
The National Guard searching for survivors

in New Orleans



Thailand Flood (2011)
Event

• The flooding was enhanced by the result of persistent 
monsoonal rains combining with the remnants of a series of 
tropical cyclones (totaled of 5 times) beginning in late July 
and lasting through the month of October

Damage

• 815 Deaths

• Overall losses: US$ 43 billion

• Insured losses: US$ 16 billion

• 65 of Thailand’s 77 provinces were impacted during this 
event and damage was widespread and severe in many 
locations

• Most of this was due to the manufacturing industry, as seven 
major industrial estates were inundated in water as much as 
3 meters (10 feet) deep during the floods

• Disruptions to manufacturing supply chains affected regional 
automobile production and caused a global shortage of hard 
disk drives which lasted throughout 2012

Mega Flood, TH (2011)11



Flooding damaged industrial estates Flooding damaged Wat Chaiwatthanaram

Flooded Highways & Roads Flooding damaged Honda plant
Flooding damaged Don Muang 

airport



Emerging Risks
“New or future risks whose hazard potential is not 

yet reliably known and whose implications are 
difficult to assess”



AXA’s Top 5 Emerging Risks

Climate change Cyber security Pandemics and 
Infectious diseases

Geopolitical 
Instability

Local Conflict

Sea levels are rising 
and oceans are 
becoming warmer. 
Longer, more intense 
droughts threaten 
crops, wildlife and 
freshwater supplies. 
From polar bears in 
the Arctic to marine 
turtles off the coast of 
Africa, our planet’s 
diversity of life is at 
risk from the changing 
climate.

Cyber-related 
incidents have 
become a recurring 
theme – and not only 
business news - from 
breaches involving 
millions of customers' 
private data, to 
system glitches 
resulting in the 
grounding of entire 
airline fleets.

The frequency and 
scale of Emerging 
Infectious Diseases 
(EIDs) with pandemic 
potential has been 
increasing over the 
last two decades, such 
as SARS, MERS and 

COVID-19.

Geopolitical risk is 
about relations 
between nations – at 
the political, 
economic, military, 
cultural and 
ideological level. Risk 
conventionally occurs 
when status quos are 
threatened.

Refers to the feeling 
that people have that 
the deterioration
of society is out of 
control and therefore 
cannot be stopped.



COVID-19
“Emerging Risk & Catastrophe”



COVID Losses Impact to Insurance in 2021

Global

Thailand

• US$44 billion, the 3rd largest cost to 
insurers behind Hurricane Katrina and 
9/11 attacks 

• Major claims incurred in property & 
casualty business - primarily from the 
cancellation or postponement of major 
events and BI, as well as COVID-19 life 
and health claims

• US$ 1.25 billion 
(THB 40 billion) by 
the end of 2021

• Major claims from 
COVID-19 Lump-sum 
payout policies



Interesting cases



Wimbledon Tennis Tournament

• The Wimbledon tennis tournament had the foresight to buy around 
£1.5 million (US$1.9 million) per year for 17 years in pandemic 
insurance following the SARS outbreak in 2003

• Paying out roughly £25.5 million (US$31.7 million)

• Wimbledon is set to receive an insurance claim payout of around 
£114 million (US$142 million) for this year’s cancelled tournament



Tokyo Olympics 2020

• The Tokyo Olympics 2020 are to be postponed to July 2021 led to 
confirmation of a decision made inevitable by the coronavirus pandemic

• Japan’s decision to bar spectators from the Tokyo Olympics is likely to cost 
the global reinsurance sector $300 million to $400 million due to payouts 
for ticket and management fees. Fitch believed reinsurers would bear most 
of the losses arising from this cover

• In case of event cancellation, Fitch analysts estimate the total insurance 
cover for the Olympics to be about $2.5 billion, comprising of:
• $1.4 billion taken out by the International Olympic Committee and the Tokyo 

Organizing Committee

• $800 million by broadcasters

• $300 million by other parties, such as sports teams, sponsors and hospitality firms



Business interruption claims in UK

• BI claims reported from non-damage BI policies 

• Most of indemnity paid from government lockdown measurement

• Claims as of Feb 2022
• Number of BI claims: 44,724 cases

• Total value of BI claims paid: £1,000 million 



Reinsurance supports

Reinsurance Supports



General Forms of Reinsurance Support

Insured
Insurer

(Cedent Company/Reinsured)
Reinsurer

Insurance Reinsurance

Facultative

Treaty



Special Forms of Reinsurance Supports:
Government-Participated Reinsurance & Reinsurance Pool

• Simultaneous large losses arising from catastrophe around the globe

• It is difficult for insurance and reinsurance companies to assume the 
natural catastrophe risks solely

• Cooperation between insurance companies, reinsurance companies 
and government are necessary so that the insured can still purchase 
NatCat policies at a affordable price



Interesting Schemes



Japan Earthquake Reinsurance (JER)

• JER established since 1966 

• EQ reinsurance scheme was 
established as a collaboration 
between 3 parties - the 
Japanese government, private 
non-life insurance companies 
and JER

• Earthquake Insurance covers 
buildings for residential use and 
household goods

• JERC receives all written 
premium from insurance 
companies and allocates such 
premium to all parties



Asuransi Maipark Indonesia 

• Est. in 2003, all Non-life (re)insurance companies operating in Indonesia 
are shareholders of MAIPARK depending on their sizes of business

• Shareholders must cede a shareholder cession of each earthquake risk 
underwritten to MAIPARK from 5% to 25% of sum insured with max. of 
USD 2,500,000

• Compulsory reinsurance

Insurer
B

MAIPARK
EQ reinsurance Pool
(act as a reinsurer)

Reinsurer 
D

Total: 92 Companies

Local

Foreign

Reinsurers

Insurer
A

Reinsurer 
C

Shareholder
Cession
5%-25% Reinsurance



Conclusion

- CATs’ scale can be too large to insurance or reinsurance 
system.

- Emerging risk can be too risky to insurance or reinsurance 
system.

- There are some capital market’s instrument to increase CAT’s 
Capacity and Emerging Risk Capacity. (CATs’ Bond, Pandemic 
Bond, etc)

- Government would play a very crucial role in providng CAT’s 
Capacity and Emerging Risk Capacity.



Challenges

•Very Volatile

•Scale of losses

•Unknown cause




