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The tfloodgates are/




Malaysia was hit by severe floods in 2021/2022

Extreme rainfall has often resulted in the spilling over of the Pahang River leading to the overflow
phenomenon especially at lowland areas.

= Jan 2021:
17,903 people displaced in Pahang and capital Kuantan was ~
severely affected. (306mm of rainfall on 3 Jan 2021) P

(Updated) Malaysia — Floods in Johor and Pahang Leave Thousands Displaced, 1 Dead, 1
Missing — FloodList

= Dec 2021-Jan2022:
36,841 evacuees in Pahang and 6 people missing

Pahang enters 6th day of floods, records slight improvement (nst.com.my)

Thousands in Malaysia's Pahang still homeless 2 weeks after massive mud floods | Video - CNA
(channelnewsasia.com)

= May 2022:
Heavy rainfall caused floods and resulted in evacuations and
damage. Around 100 evacuated people and nearly 150

damaged houses across the Bentong District in Pahang
reported as of 12 May 2022

Malaysia, Flooding in Pahang State (Southeastern Peninsular Malaysia) (10 May 2022) -
Malaysia | Relief\Web
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https://floodlist.com/asia/malaysia-floods-johor-pahang-january-2021
https://www.nst.com.my/news/nation/2021/12/757043/pahang-enters-6th-day-floods-records-slight-improvement
https://www.channelnewsasia.com/watch/thousands-malaysias-pahang-still-homeless-2-weeks-after-massive-mud-floods-video-2417181
https://reliefweb.int/report/malaysia/malaysia-flooding-pahang-state-southeastern-peninsular-malaysia-10-may-2022

Rest of Asia had severe flood losses in 2021 as well

Economic losses Insured losses

USD 57 USD 8.3 hgh 4,094
billion billion

due to natural catastrophes due to natural catastrophes 9 2
catastrophe events

O 1 6% 2.2% of Asia property direct
) ) premiums written
of Asia GDP down from 10-year average of 2.7

The Asia insprotection gap

USD 32 billion USD 3 billion e

49bn 51bn

of economic losses of insured losses
caused by flood caused by flooding

2020 2021 10-year avg.

Source: Swiss Re Institute
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Insured flood losses are on a long-term growth trajectory and represented a significant
share of 18% of all Nat Cat insured losses in 2021

Global insured losses from flooding since 1991 Floods as % of all nat cat insured losses

USD billion at 2021 prices
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Climate change is not the main driver behind rising insurance losses; economic
growth, the accumulation of exposed asset values, and insurance penetration are

Growth rate of population exposed to inland flooding at
different return periods between 2000 and 2020

Shanghai, 1990 " Shanghai, today
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Source: Swiss Re CatNet®, GHS population grid multitemporal, World Pop
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500 yr

Economic development
Increasing values in line with GDP growth

Concentration in exposed areas
Urbanisation, population growth

Insurance penetration
Take-up rates, broader coverage, social inflation,
regulatory changes

Changing vulnerability

Sealing of surfaces, overbuilding in flood-prone areas

Changing hazard

Natural climate variability, climate change
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Flood risk is determined by a combination of climate and land processes, and

influenced by socio-economic factors

How is land topography
and drainage capacity?

Atmosphere-land processes Socio-economic changes

Climate:
natural variability and
anthropogenic change

N

Hydrology: catchment
runoff generation and
flood wave propagation

/

Hazard ><

Population
growth

Exposure

= Policies for climate change mitigation

= Forest and wetland protection

= Flood control infrastructures, such as levees, dams, retention basins, flood walls,
drainage systems, nature-based solutions

= Urban planning and land use restrictions in floodplains

= |ntegrated water resource management

Adaptation and mitigation for risk reduction

Any flood defence
in place?
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E.g., electrical
equipment in
basements?

Economic
development

Vulnerability

Urbanisation

Flood risk

= Forecasting and early warning systems

= Capacity building for awareness and
preparedness

= Emergency response management

= Building codes

= Private precautionary measures

Insurance for
protection against
residual flood risk?

Any emergency
response?
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Climate risk score to analyse futu
exposure from floods




Analytics can provide insights to support climate risk management

2021-2022 Flooding Support climate risk management process
Measure and quantify the physical risk impact of climate change
The flooding event highlighted the reality of climate change and the on your portfolio today and in the future

impact on Malaysia
* b4 fatalities
« 125,000 people displaced

e RM 6.5binsured loss Climate risk score includes CRS overlay allows a bottom-
Source: Special Report on Impact of Floods in Malaysia 2021, DOSM, 28 January 2022 different hazards which will up approach to measure
evolve as a result of climate which segments of your
change portfolio are most vulnerable
BNM "Climate Risk Management and Scenario y
Analysis - Exposure draft"
The 2022 exposure draft sets out proposed requirements and guidance for Implement mitigation Portfolio Insights (POI)
Financial Institutions ("Fls"), effective from 1stJune 2022* actions considering the allows you to monitor and
* Flstoincorporate impact of climate related risks into strategies impacts of climate change steer your portfolio and
* Incorporation of new data sources in portfolio steering manage accumulation

* Scenario analysis to understand resilience of portfolio

* Subject to transitional specifications: paragraphs 7, 8,9, 10 and 11, with respect to governance, strategy, risk appetite and risk management shall come into effect on
31 December 2023; and (b) paragraphs 9, 10, 11, 12 and 13, with respect to scenario analysis, metrics and targets and disclosure shall come into effect on 31
December 2024
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Climate Risk Scores: Separate sub-scores reflecting the impact of climate change on
different hazards

Underlying Climate data * Three scenariosregarding climate
change based on latest data

representing different CO,
concentration pathways (RCP):

o

. Extreme precipitation change

* RCP 8.5: plausible and accurate B o e AR

*  Temperature change/ Days with representation of the concentrations of Extreme precipitation
CO, that would be reached on the
business-as-usual path.

extreme temperature levels

. | * RCP 4.5: Intermediate pathway though
. Duration of drought periods the stabilization of CO, emissions (650
ppm CO,) by 2100

* RCP 2.6: Stringent pathway due to
strict policies leading to carbon dioxide
(CO,) emissions decline to zero by
2100 and a below-2°C warming

8 ) . _‘5 - v
Climate seasonal wetting Severe wind Drought

* Score runs from 0 to 10 with 10
meaning the most extreme increase in
risk between 1995 and 2085 on a
global scale (O-3 low to relatively
important, 3-6 relatively importantto
major, 6-10 major to critical)

Sea level rise Fire weather stress
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Measure

Example of hazard development: Identification of regions that are more exposed as
well as when in the century the impact will be (Malaysia)

Sealevel rise . Fod

RCP 4.5 scenario*

2085 2085
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BNM requirement: Define the size and boundary of a geographical area with high climate-related risks and set

limits/thresholds for maximum exposures that are permitted for each area.
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Measure

Change in exposure due to urbanisation and other dynamics can significantly shift the
exposure towards areas that are more affected by climate change

Population growth Impact on exposure

Due to a stronger projected population growth in
costal areas, especially on the western side of Peninsular
Malaysia, the impact of climate risk will be amplified by
population dynamics.

2085

SSP 2 - Middle of the road

Data is based on the Shared Socio-economic Pathway (SSP) scenarios used by IPCC describing the development
of quantities like population.
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Population growth to project the number of
risks for personal lines

)
=

h GDP (per capita) growth to scale economic
v activities as well as project change in insured

w values
44
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anaIyS|s of
climate change

effect for local
iInsurance
company

Increase in
expected loss
from fluvial &
coastal floods
by 15-65% by

2060

Trends in
population
growth
Increase
adverse impact
by a third




Role of re/insurers
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Closmg flood infrastructure gap i | Closing flood protection gap

« Push for data quality, transparency, < * Infrastructure should be renewed and By . Boost the flood insurance penetration
and flow, as for primary perils _ updated to tackle flood challenges | through bundled products

» Use actively existing technology and o * Green infrastructure can create flood * Develop risk transfer solutions e.g.
model capabilities &~  protection and protect biodiversity parametric reinsurance, ILS, micro-

_ insurance
« A robust and trusted risk assessment * Insurers can support the green

within the industry and government infrastructure by underwriting its risks « Design affordable and practical
in the construction and operations insurance products for consumers




TFhe inslitance industr
can assess the risk wi
sophisticated tools at
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Thank you!

Contact us Follow us
it h
a7 0000

Marcel Omar Papp
Head Retakaful
Marcel Papp@Swissre.com



https://www.linkedin.com/company/swiss-re/
https://twitter.com/SwissRe
https://www.youtube.com/swissretv
https://www.instagram.com/swiss_re_group/?hl=en
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Legal notice

©2022 Swiss Re. All rights reserved. You may use this presentation for private or internal purposes but note
that any copyright or other proprietary notices must not be removed. You are not permitted to create any
modifications or derivative works of this presentation, or to use it for commercial or other public purposes,
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of the presentation
and may change. Although the information used was taken from reliable sources, Swiss Re does not accept
any responsibility for its accuracy or comprehensiveness or its updating. All liability for the accuracy and
completeness of the information or for any damage or loss resulting from its use is expressly excluded.
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