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• More people with 
more stuff in 
hazardous locations



CLIMATE CHANGE:
GLOBAL WARMING



IPCC, 2014: Climate Change 2014: Synthesis Report. Contribution of Working Groups I, II and III to the 
Fifth Assessment Report of the Intergovernmental Panel on Climate Change 
[Core Writing Team, R.K. Pachauri and L.A. Meyer (eds.)]. IPCC, Geneva, Switzerland, 151 pp.



Global warming
• It’s happening
• It’s human induced

• It’s certain



• http://www.climatechangeinaustralia.
gov.au/en/

• Climate change projections show 
how Australia’s climate may change 
in the future. Using up to 40 global 
climate models, the projections found 
here represent the most 
comprehensive analysis of Australia’s 
future climate ever undertaken.



• Extreme Rain
– Throughout most of Australia, extreme rainfall events (wettest day of the year and 

wettest day in 20 years) are projected to increase in intensity with high confidence 
due to our understanding of physical mechanisms (increasing moisture-holding 
capacity of a warmer atmosphere), strong model agreement and a wealth of 
previous research (Section 7.2.2). However, there is only medium confidence in 
increased rainfall intensity for south-western Western Australia, because of the large 
projected reduction in mean rainfall in this region (Section 7.2.2).

• Tropical Cyclones
– Based on global and regional studies, tropical cyclones are projected to become 

less frequent with a greater proportion of high intensity storms (stronger winds and 
greater rainfall) (medium confidence). A greater proportion of storms may reach 
south of latitude 25 degrees South (low confidence; Section 7.3.2). 



Global Warming Uncertainty
• Regional impacts?
• Local impacts?
• Timing?



So what?
• Global warming is 

irrelevant to insurer 
solvency today

• Underwriting large 
infrastructure 
projects

• Strategy
• Brand image
• Social responsibility



Cat models
• What-if scenarios

– Sea level rise
– Storminess



http://riskybusiness.org/ http://rhg.com/reports/climate-prospectus



CLIMATE CHANGE:
STATIONARITY
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http://www.bom.gov.au/cgi-bin/silo/cyclones.cgi?region=aus&syear=1996&eyear=2006&loc=0



Cycles and Trends
• Data completeness?
• Subdivide historical data further?

• Medium term vs long term rates
• ENSO



http://www.bom.gov.au/climate/enso/outlook/



How well do we understand models?

• What is modelled vs non-modelled?
• Policy wordings vs model assumptions?

• Resolution?
• Which vulnerability functions?



Do we understand our exposure?
• Location
• Building characteristics
• Replacement value
• Policy terms and conditions



Sensitivity tests
• What-if analyses

– Model understanding
– Climate change / stationarity

• Cost/benefit studies for mitigation



SUMMARY



• Humanity must tackle global warming now
• Insurers and modellers should address other 

sources of uncertainty first


