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Purpose of your paper:  

Climate change will give rise to significant economic and financial risks to the economy. How can 

financial institutions apply the enterprise risk management framework to manage climate risk? In 

particular, we explore the economic and financial risks of climate change, how financial institutions 

are exposed to climate risk, and how can financial institutions better manage their exposure. 

 

Synopsis:  

 

This paper represents the work of the Actuaries Institute’s Climate Change Working Party to date.  It 

represents our attempt at applying the enterprise risk management framework to climate risk for 

financial institutions, including banks, life, general and health insurers, and superannuation funds and 

other investors.  

 

The paper considers: 

 Types of financial risk caused by climate change 

 Impacts on different economic sectors 

 Impacts on demographics and other secondary effects 

 Attempts to quantify the impact of climate change 

 How financial institutions are exposed to climate change, including: 

o Direct physical exposure from natural perils 

o Indirect exposures through investments (stranded assets and other transition risks) 

o Customers 

o Products 

o Shareholders 

o Management and operations 

 How financial institutions can better manage climate risk, including: 

o Applying the enterprise risk management framework 

o Risk mitigation and adaption strategies 

o Risk management tools 

o Approaches to risk quantification 

 

The paper is targeted at boards of directors of financial institutions, but is expected to be of use to all 

actuaries working in the financial services industry. 
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Purpose of your paper: To describe how the dollar amount of flood claims can be predicted using 

generalised linear models and how the level of solvency capital can be calculated. 

 

Synopsis: Employing data from the Insurance Council of Australia, Bureau of Meteorology and 

geographical data of Australian river systems we estimate the likelihood and severity of flood events 

by fitting several types of generalised linear models. The results allow for the calculation of solvency 

capital and the effects of diversification in reducing the probability of ruin of an insurer. 
 


