
5/8/2018

1

1Copyright © 2018 Risk Management Solutions, Inc.                  All Rights Reserved. May 8, 2018

CATASTROPHE MANAGEMENT 
RESILIENCY

AMS Washington Forum 2018

Kevin Cei, Director

April 25, 2018

2Copyright © 2018 Risk Management Solutions, Inc.                  All Rights Reserved. May 8, 2018

CATASTROPHE INSURANCE RISK MANAGEMENT

Software

Models

Data
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RISK MANAGEMENT SOLUTIONS JOURNEY OVER TIME
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WHAT DO WE MEAN BY RESILIENCY?

Individuals

Risk Management 

(such as insurance)
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QUICK CASE STUDY: 
2011 THAILAND FLOODS
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THAILAND FLOODING WAS AN UNEXPECTED EVENT

 800+ dead

 ~$12 billion insured loss

 ~$46 billion economic loss

 1,300 factories affected

 14,000 businesses closed nationwide

Photo credits: Willis “Thailand’s New Government Insurance Responds to Flood Loss”, July 2012; CNN “Thailand floods could create laptop shortage” November 2011

Statistics: Guy Carpenter “Thailand Flood 2011: One Year Retrospective” October 2012
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LOSS DISTRIBUTION SHOWS A POTENTIAL LACK OF 
UNDERSTANDING OF THE RISK

Statistics: Guy Carpenter “Thailand Flood 2011: One Year Retrospective” October 2012; numbers were initial estimates from Q4 2011
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2011 Thailand Flood: Losses by Company
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HOW DID THE INSURANCE MARKET RESPOND IN THAILAND?

Initial reaction

Insurance 

becomes 

expensive and/ 

or difficult to find

Government 

intervention

Government 

creates 

insurance fund

Market 

stabilization

Insurance starts 

to become more 

readily available

Understanding 

of risk

Modeling and 

data market 

begins to create 

new products

Source: The Insurance Insider “Thailand: after the floods” Spring 2014
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WHAT ABOUT HERE IN THE 
US?
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INSURANCE TAKE UP RATES

 Reasons why:

– Price

– Misunderstanding of 

homeowners insurance

– “It will never happen to 

me”

– Recency bias

– Government aid

California earthquake 

insurance take-up rate is 

~10% 

Source 1: CEA “History of the California Earthquake Authority” https://www.earthq uakeauthority.com/About-CEA/C EA-Histor y (picture); Statistics: Daniel Marshall “The California Earthquake Authority”, February 2017

Source 2: NAIC & The Center for Insurance Policy and Research, “Flood Risk and Insurance” April 2017 

US flood take-up rate is 

~50% in NFIP Flood 

Zones; much less outside 

of those zones
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LACK OF INSURANCE COVERAGE IS CAUSING INCREASED 
GOVERNMENT SPENDING 

Source: McKinsey & Company “Insuring Hurricane: Perspectives, gaps, opportuniti es after 2017”, Erwann Michel-Kerjan, Giambattista Taglioni, December 2017
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THE NFIP IS STARTING TO GO INTO PRIVATE MARKETS FOR 
COVERAGE TO HELP RECOVERING FROM LARGE EVENTS

Source left: NAIC & The Center for Insurance Policy and Research, “Flood Risk and Insurance” April 2017

Source right: “National Flood Insurance Program (NFIP) Reinsurance Program” https://www.fema.gov/nfip-r einsur ance-pr ogram

$17 billion borrowed 
for Hurricane Katrina

$24.6 billion total debt 
before 2017 events
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3) How do I make sure I’m prepared for the next

Thailand flood?

2) Broader dissemination of risk information will lead to 

increased awareness

1) Significant amount of work to be done to become 

resilient
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CONFIDENTIALITY NOTICE 

Risk Management Solutions, Inc. (“RMS”) invests substantial time and financial resources in developing its proprietary applications, 

models, and data. Information concerning RMS applications, models, and data is protected under trade secret laws, and other 

intellectual property rights. Recipients of this documentation and materials contained herein are subject to the restrictions of the 

confidentiality provisions contained in applicable license agreements or any other applicable nondisclosure terms.  

Except to the extent permitted by the terms of a license agreement or non-disclosure agreement with RMS, no part of this document 

may be copied, photocopied, reproduced, translated, amended or reduced to any electronic medium or machine -readable form without

prior written consent from RMS

WARRANTY DISCLAIMER AND LIMITATION OF LIABILITY

This document was prepared to assist users of the RMS products. Information in this document is subject to change without not ice and 

does not represent a commitment on the part of RMS. The material contained herein is supplied “as -is” and without representation or 

warranty of any kind. RMS assumes no responsibility and shall have no liability of any kind arising from the supply or use of this 

document or the material contained herein. 

©2018 Risk Management Solutions, Inc. All rights reserved. Use of the information contained herein is subject to an RMS-approved

license agreement.


