
1

CLIMATE CHANGE 
REPORT

NOVEMBER 2022



CONTENTS

2

Climate Change affecting the Insurance Industry  3

Insurance opportunities due to Climate Change  4

Global underwriting footprint     5

Exposure to the energy and fossil fuel sector   6

Exposure to natural catastrophes and climate   5 
change-related losses

Climate change risks exit policy    6 

Exposure modelling of natural catastrophes and   6 
climate change-related losses

Underwriting performance on natural catastrophes  7 
and climate change

Work on climate research      7

QATAR INSURANCE GROUP



CLIMATE CHANGE AFFECTING THE 
INSURANCE INDUSTRY

The changes brought about by human-induced 
climate change are rapidly becoming an existential 
crisis for humanity and other forms of life on Planet 
Earth. Scientists have attributed the increase in 
frequency and severity of natural catastrophes 
to climate change. Events such as droughts, 
flooding, wildfires, and hurricanes cause upheavals 
and untold miseries from deaths and economic 
deprivation. Recent catastrophes, like flooding in 
Pakistan which resulted from excessive rains and the 
melting of the Himalayan glaciers, and Hurricane 
Ian, which hit Cuba and Florida, will only become 
more prevalent and geographically widespread.

Economic Losses from natural catas - 
trophes and climate change-related 
disasters               

According to World Meteorological Organization 
(WMO) and the United Nations Office for 
Disaster Risk Reduction (UNDRR), climate change 
and increased extreme weather events have 
disproportionately caused a five-fold surge in 
natural disasters over the past 50 years. The 
economic losses from natural catastrophes in 
2021 were estimated to be $343 billion and the 
last decade 2012-2021 saw five out of seven 
costliest years on record in history in terms of 
economic losses from natural catastrophes1. 

The economic losses range from the destruction 
of tangible assets like buildings, equipment, and 
vehicles to the loss of livelihoods and compensation 
for the loss of lives. These losses have significantly 
strained the financial positions of countries, 
businesses, and individuals, with much more to 
follow. 

Rising systemic risks to the insurance 
industry

Governments, businesses, and individuals rely on 
the insurance and reinsurance industry to provide 
protection from natural catastrophes which in turn 
results in a concentration of risks and economic 
losses associated with these events to the insurers 
and reinsurers. As a provider of insurance cover to 
risks against natural catastrophes that inherently 
include climate change-induced disasters, insurance 
is among the select few industries that directly face 
the impact of climate risks. Exposures associated 
with these risks, which typically fall within the 
property, casualty, motor, health, and life insurance  
casualty, motor, health, and life insurance lines 
of business, have only impacted the viability of 
weaker participants in the insurance industry. 
There remains a major protection gap across the 
world against natural and climate changed induced 
catastrophes.

1 Source: AON – 2021 Weather, Climate and Catastrophe Insight
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INSURANCE OPPORTUNITIES DUE TO 
CLIMATE CHANGE

Natural catastrophes - highly underin- 
sured segment             

The main positive from these incidents is the 
increased seriousness and sense of urgency with 
which government institutions, corporations 
and individuals across the world have started 
considering to protect themselves from the 
impact of climate change. The world is heavily 
underinsured for natural catastrophes with an 
estimated global protection gap of over 50% and 
the gap in terms of aggregate uninsured losses

in the last two decades running in trillions of dollars, 
with the bill footed by governments/taxpayers, 
companies, and individuals. 

Mounting insured losses in the insu- 
rance industry

The last decade 2012-2021 witnessed the highest 
insured losses from natural catastrophes at an 
aggregated $738 billion compared to $262 billion 
during the previous decade 1992-20012. 

Moreover, 2017 was a record-breaking year with 
the highest ever insured losses at $154 billion, 
which mainly emanated from Hurricanes Harvey, 
Irma, and Maria (HIM). Insurers and reinsurers were 
severely affected by the increasing frequency of 
high-severity natural catastrophes / climate-related 
disasters, which had previously been infrequent 
and less severe. The average number of 
billion-dollar insured loss events, considered very 
high severity catastrophes, had an estimated count 
of 17 events per year in the decade 2012-2021, 
which again was a  new record 3. 

Revisit underwriting and actuarial ass- 
essment models

The trend indicates that the systemic effect of 
climate change cannot be underestimated, and 
the full cost and effect of climate change risks are 
yet to be witnessed. This has become an alarming 
proposition for many insurance companies as the 
increasing risks are not necessarily captured in 
their catastrophe modelling capabilities. These 
large loss events have forced insurance companies 
to revisit their underwriting practices, pricing, and 
claim assessment models.

Risks of an uninsurable world           

The financial shocks from climate events in recent 
years have underscored the need for a holistic 
approach to tackling climate change, including 
substantial involvement from the insurance and 
reinsurance industry to better understand and 
mitigate risks. The United Nations Environment 
Programme (UNEP) has partnered with the world’s 
largest insurers to develop a new generation of 
risk assessment tools that will help insurance 
companies better understand climate change's 
impacts on their business. The UNEP Chief advised 
that an uninsurable world is a price that society 
cannot afford, and he urged insurance companies 
to mitigate the risks of climate change and seize 
unprecedented business opportunities to ensure 
a more resilient, sustainable, and insurable world.
 

Insurance - possessing the right risk 
management tools for climate change

 The insurance industry has the relevant know-how 
to understand, assess, value, spread and mitigate 
risks associated with climate change. In Insurance, 
historical data on root causes are collected and 
assessments of the impact of natural catastrophes 
that occurred in the past are analysed, and 
learnings for future course corrections are 
identified.

Climate change requires new insurance 
capabilities

Insurance companies need to enhance their 
technical capabilities to mitigate the evolving 
risks of climate change. Estimates of future losses 
from climate change-related disasters may not 
necessarily be derived from past loss experience. 
Climate change has led to more frequent and 
more severe financial losses and may introduce 
new hazards altogether. To tackle this rapidly 
evolving risk landscape, new underwriting 
solutions, insurance products and risk modelling 
tools need to be developed. Moreover, pricing 
and transfer of climate change risks may not 
be enough. Insurers and society at large need 
to focus on both the prevention and mitigation 
of climate change-associated risks to make the 
world more resilient. 
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Other important initiatives could include engaging 
clients to adapt their business models to climate 
change by building resilience in their business  
products and services, infrastructures, facilities, 
supply chains, and other critical areas.

Despite the massive threats associated with climate 
change, insurers will have the ability to capture 
significant long-term economic opportunities 
and make even more profound contributions to 
societies around the world.

GLOBAL UNDERWRITING FOOTPRINT

QIC is a global insurance and reinsurance group 
headquartered in Doha, Qatar with offices in 
London, Bermuda, Zurich, Malta, Singapore, 
Gibraltar, UAE, Oman, and Kuwait. In the first half of 
2022, QIC generated c. 70% of its gross premiums 
from outside the MENA region and c. 15% of gross 
premiums from domestic operations of Qatar, 
demonstrating its international footprint. QIC, 
a 58-year-old company with a legacy of growth 
and uninterrupted profitability, has evolved into a 
Top-150 global insurer. 

In 2021, QIC generated gross written premiums of 
c. USD 3.5 billion, had total equity of over USD 2 
billion and managed investment assets in excess 
of USD 12 billion USD. QIC’s financial strength is ‘A’ 
rated by both AM Best Europe and S&P, two of the 
world’s leading credit rating agencies reinforcing 
the Group’s financial strength and stability. In 2021, 
QIC had a solvency ratio of 193%, almost twice 
the level required by its insurance regulators. The 
strength of QIC’s capital adequacy positions the 
Group for both organic and inorganic growth.

Over the past several years, QIC has evolved its en-
terprise risk management framework and strength

ened its culture of risk awareness and compliance.  
This extends to an awareness of climate change 
risks and natural catastrophe exposures.

EXPOSURE TO NATURAL CATASTRO-
PHES AND CLIMATE CHANGE-RELATED 
LOSSES 

Business segments catering to natural 
catastrophes and climate change risks          

QIC underwrites a diversified product portfolio of 
risks across eight major lines of business: motor, 
property, marine and aviation, liability, health and 
life, agriculture, energy, and credit and suretyship. 
As illustrated in the pie chart below, in 2021 motor 
and property represented over 70% of QIC’s total 
GWP. 
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Depending on lines of business and geography, 
QIC’s exposure to natural catastrophes and 
climate change-related risks vary in proportion 
and value. For its insurance services, the pricing 
for natural catastrophe risks varies depending on 
the line of business and exposures. The property 
line of business contributes a higher share of its 
premiums towards natural catastrophes than the 
motor segment due to the nature of underwriting, 
components of risks covered, and the nature of 
the assets. QIC also provides reinsurance covers for 
natural catastrophes, wherein up to 100% of the 
premium relates to risks associated with natural 
catastrophes.

Share of natural catastrophes, 
climate-related risks in overall business

In 2021, premiums from natural catastrophes 
risks contributed just under 5% of the total 
net premium underwritten by QIC Group. In 
2022, this contribution is projected to reduce 
further to 3% based on the Group’s strategy of 
reducing exposure to businesses with elevated 
natural catastrophes risks and due to QIC further 
diversifying its insurance business. QIC has decided 
to underwrite only those businesses that suitably 
price the risks from natural catastrophe exposures 
and to reject those that are underpriced.

QIC’S EXPOSURE TO THE ENERGY AND 
FOSSIL FUEL SECTOR 

QIC’s exposure to energy risks represents only 
5% of its overall insutrance portfolio on a gross 
premium basis while the energy exposure stands 
at 2% on a net premium basis as the Group 
reinsures a large proportion of its energy risks 
portfolio, to de-emphasize the retention of risks 
associated with the fossil fuels extraction and 
production industries. QIC’s industry mix in terms 
of underwriting risks is well diversified and in line 
with QIC’s overall business strategy. 

QIC’S CLIMATE CHANGE RISKS EXIT 
POLICY 

QIC does not support climate-impacting businesses 
like thermal coal-fired power plants, thermal coal 
mines, oil sands and new Arctic energy exploration 
activities and is planning to phase out its negligible 
exposures to these industries.

QIC’S EXPOSURE MODELLING OF NAT-
URAL CATASTROPHES AND CLIMATE 
CHANGE-RELATED LOSSES

Exposure management models

In line with its philosophy of reducing exposures 
to natural catastrophes and climate-change 
risks, QIC has developed relevant metrics such 
as risks registers, exposure modelling, scenario 
analysis, stress testing and own risk and solvency 
assessment, in line with its risk appetite and 
tolerance limit at the Group as well as individual 
entity level. QIC runs exposure management and 
claims assessment models for all major natural 
catastrophes. 

QIC’s NatCat Exposure Management Model covers 
the majority of peril-regions that the Group is 
exposed to, except for those for which a suitable 
model is unavailable and, for such cases, QIC’s 
exposures are not material. Due to evolving nature 
of underwriting risks and their management, QIC 
regularly expands the regions and perils within 
the scope of its NatCat Exposure Management 
Modelling, in line with covering natural 
catastrophes comprehensively and incorporating 
scenarios specifically related to climate change.

Factors considered in the QIC’s expo-
sure management models

QIC’s NatCat Exposure Management modelling 
considers root causes, scenarios, and regions and 
takes into account climate change factors. The 
modelling also includes a range of peril-regions 
that are directly affected by climate change 
including wildfires, hurricanes, storm surges 
and tropical cyclone-induced precipitation, 
incorporating the probability and the severity 
of the climate change factors into natural 
catastrophe-related modelled losses. 

Testing the exposure management 
models against actual results

While comparing the “Modelled vs Actual”, QIC’s 
NatCat Exposure Management Model covers all 
the regions and the perils that caused material 
insurance claims from natural catastrophes in 
QIC’s books. It is planned to cover more climate 
change-related scenarios to ensure that all risks 
related to climate change are identified, quantified, 
priced, and mitigated as required. 
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Approach towards better management 
of natural catastrophes and climate-re-
lated risks

Over the past few years, QIC has consciously 
reduced its exposure to natural catastrophes 
in regions and perils wherein claims were 
disproportionate compared to the premium 
income. QIC has utilized the benefit of the annual 
nature of the insurance contracts and revisited 
all such accounts which were unprofitable and 
unsustainable in terms of the level of risks assumed 
and severity of claims experienced. As a result, 
QIC’s overall exposures have reduced drastically 
and are well within its risk tolerance limit.

QIC’S UNDERWRITING PERFORMANCE 
ON NATURAL CATASTROPHES AND 
CLIMATE CHANGE

Comparing the underwriting premium income 
against claim pay-outs for natural catastrophes, 
QIC has generated a premium of more than half 
a billion USD in the last four years (including 
the budget numbers for the year 2022) with 
a decent operating margin. QIC’s natural 
catastrophe-related claims have resulted mainly 
from windstorms/hurricanes in US / North 
American regions, windstorms and floods in 
Europe and earthquakes and windstorms in 
Japan. In 2017, QIC incurred net claims of USD 157 
million from Hurricanes Harvey, Irma, and Maria 
(HIM). Since 2018, QIC has been continuously 
reducing its exposure to North Atlantic and North 
American windstorms. After the massive NatCat 
events of 2017, QIC further reduced its average 
annual net claims from North Atlantic and North 
American windstorms very significantly in the 
period 2018-2021. 

QIC’S WORK ON CLIMATE RESEARCH

Internal team on natural catastrophes 
and climate-related research

QIC has a research and development team for 
the catastrophe pricing and analytics function. 
This team validates historical climatic data and 
catastrophe models that can objectively predict 
climate behaviour and can help in making actuarial 
assessments of catastrophe losses and incorporate 

these in pricing. QIC assesses the materiality of 
catastrophe risks in terms of region and peril and 
focuses on high-risk areas. North Atlantic Basin 
hurricanes have high materiality in terms of the 
underwriting book. Property Treaty Residential 
Lines are major product lines that are exposed 
to these risks. Hurricanes, storm surges and 
precipitation-induced floods are major hazards 
taken into consideration in this peril catalogue.

Validation of model data, constructs, 
and performance

QIC validates data sources, model construct 
mechanisms and performance of modelled 
losses versus actual losses. QIC relies on models 
that only use credible data sources, in the case 
of North Atlantic Hurricanes, databases like the 
North Atlantic Hurricane Database, National 
Weather Service, National Climate Data Centre etc. 
Factors that determine the severity of catastrophe 
loss are taken into consideration, such as wind 
speed, wind duration, landfall location, landfall 
intensity, and size, in the case of hurricanes. The 
models’ performance is validated in terms of 
predictability of occurrence and extent of loss 
of hurricane catastrophes by comparing annual 
frequency, seasonality, and hurricane intensity 
from origination to the point of landfall from the 
modelled data to the actual losses. The exercise 
concluded that the model can appropriately 
predict the behaviour of catastrophes and the 
extent of losses incurred. 

Models output reviewed by external 
agencies

The models have been reviewed and validated 
by external agencies such as government 
organizations, published academics and science 
journals. The North Atlantic Hurricanes catastrophe 
models are validated against recent hurricane 
landfall frequency, intensity, duration, forward 
speed, and rainfall observations that occurred from 
1995-2018 to reflect the most recent climatology 
on hurricanes. It also reflects warmer sea surface 
temperatures to better capture the impact of 
climate change. 
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