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CAN ACTUARIES AFFORD TO IGNORE CLIMATE CHANGE? 

Sharanjit Paddam, Andrew Pitman, Jon Harwood and Jessica Egan 

 

Key words: climate change, natural perils, flood, cyclone, catastrophe risk, insurance capital 

 

Purpose of your paper: What are the implications for insurance capital of climate change scenarios? 

We consider the latest science and scenarios for climate change and the potential impact on 

insurance. 

 

Synopsis: One view of the potential impact of climate change on insurance is that the industry would 

be able to absorb any increase in catastrophe costs through gradual increases in premium.  

Referring to the latest IPCC report, the Actuaries Institute submission to the Senate Inquiry, as well as 

analysis conducted by Lloyd’s of London on the potential impact of climate change on catastrophe 

modelling, we examine the potential impact of climate change on various natural perils.  We 

consider the latest climate science in each case, and the uncertainties inherent both in the science 

and also the impact on catastrophe forecasts.  Lastly, we consider the potential for abrupt sudden 

changes in climate, whether these are included in the consensus projections, and the implications 

for insurance capital.  
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CAT RISK MODELING INFORMATION NOTE 

The Cat Risk Modeling Working Party 
 

Key words: catastrophe modeling, uncertainty, communicating results 

 

Purpose of your paper: An information note and resource to assist actuaries and others to gain 

comfort in the cat models their company uses and to understand and communicate the uncertainty 

in those models 

 

Synopsis: The purpose of the note is to assist members in addressing the concerns raised by APRA in 

various speeches and in particular the letter of 19 December 2013 

 

Specifically to prov ide high level suggestions on 

- Understanding and communicating the strengths, weaknesses and inherent assumptions of 

any models used 

- Understanding and communicating the degree of uncertainty in the results produced by the 

catastrophe models  

- Complementing model outputs with further work, including scenario testing and other analysis 

and communicating the results 

 
The note will also reference current market developments in cat modeling. 

 

The  information note will include references to relevant external material such as ASOP 38 and 

relevant papers on the key topics. 
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RECENT DEVELOPMENTS IN PREDICTING EL NINO AND THE IMPLICATIONS FOR INSURERS  

Tim Andrews, Ashish Ahluwalia, Andrew Casely, Alexander Pui and Agus Santoso 

 

Key words: natural perils, weather cycles, El Nino Southern Oscillation (ENSO), forecasting, pricing, 

climate change 

 

Purpose of your paper: To review the latest science regarding the behaviour and predictability of 

ENSO, and to consider how this information could be used by insurers and others managing natural 

perils exposures. 

 

Synopsis: Weather cycles, and ENSO in particular, are a key driver of the variability in natural peril 

claims costs experienced by insurers in Australia.  There is some evidence that climate change is 

impacting on the manner in which ENSO manifests, and that aspects relating to the prediction of 

ENSO are becoming more reliable over longer time frames.   

 

The paper will review the emerging science, and consider its implications for insurers and other 

bodies with responsibility for managing natural peril exposures in Australia.  

 




