
Top 10 Challenges
of Flood Pricing

Stephen Jeffery
Executive Manager, Home Insurance

Suncorp Personal Insurance



1) Data!



Q) How often will it flood? To what height?
FLOOD MAPPING

Q) If it does flood, how much damage will there be?
DAMAGE CURVES

Q) Where is the property located? 
ADDRESS DATA

Q) What’s its elevation? What’s it made of? etc.
PROPERTY DATA

• Small changes in data can result in large changes in price
• Consistency and timeliness of information is hard to attain

Data Challenges



52%

48%

0.0m

1.0m

2.0m

3.0m

4.0m

QLD NSW/ACT VIC TAS SA WA/NT Overall 
Proportion

N
um

be
r o

f A
dd

re
ss

es

Coverage of NFID v2.4 Of Total Addresses

External Model Internal Model



1) Data!
2) Flood Risk Is Not Static



• El Niño Southern Oscillation (ENSO):
La Nina 1998 El Niño 2002/2003

Source: Bureau of Meteorology

• Indian Ocean Dipole (IOD)
• Pacific Decadal Oscillation (PDO)

Climate Influences



• Impact of increased urbanisation
“The urbanisation of the catchment has often allowed development 
up the edge of waterways, reducing the flow capacity and flood 
storage along sections of these waterways. 
Urbanisation has significantly changed the pre-development drainage 
characteristics of Gowrie Creek catchment.” 

Source: “The Nature and Causes of Flooding in Toowoomba”
ICA Hydrology Panel, 14 February 2011

• Flood mitigation – dams, levees etc.
• Individual property changes:

‒ Raising the building
‒ Filling in under the building e.g. Queenslanders

Other Influences



1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex



• Consistency and timeliness of data
• Data quality e.g. incomplete addresses
• Sensitivity of output to data inputs
• Need to combine multiple risk models 

together with varying levels of predictability
• Formulating a view on the aggregate risk
• Portfolio impacts are hard to model

Why is pricing analysis complex?



1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk



LOW RISK

MEDIUM RISK

HIGH RISK

Gross Flood Risk:

 Yellow has all the 
Medium/High

 Brown has the only Low 

 Yellow and Brown
share the Medium/High
 Brown has the only Low 



The net risk of insuring this house…

…probably depends on how many of these 
houses you also insure



The net risk of insuring this house…

…probably depends on the correlation of 
flooding in the two rivers



1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk
5) Ongoing Maintenance Of Flood Prices



• Targeted flood pricing requires:
‒ Pricing at property address level 
‒ Flood peril separately priced

• Input data changes frequently
‒ e.g. address data, NFID updates etc.

• Each change requires impact analysis, 
portfolio migration to be considered

Ongoing Maintenance Of Flood Prices



1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk
5) Ongoing Maintenance Of Flood Prices
6) Balancing Business Objectives



• What is the impact on growth?
‒ Different answer now to 6 months ago

• Pricing for the long-term vs.
Performance in the short-term
‒ Should we have priced for the likely

combined impact of 
La Nina + negative IOD + wet PDO in 2010/11?

• Customers own cars too!

Balancing Business Objectives



1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk
5) Ongoing Maintenance Of Flood Prices
6) Balancing Business Objectives
7) Empowering Frontline Staff To Explain



• Clearly some prices offered can be very high
• Complexity of pricing doesn’t fit into easy “bite-

size” messages
• Different customer, different circumstances
• Short memories, long return periods
• Prefer difficult conversation at sales time, not 

claims time
• “Talk to your council…” doesn’t generally solve 

the problem

Empowering Frontline Staff To Explain
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2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk
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7) Empowering Frontline Staff To Explain
8) Helping The Understanding Of Flood











Site visits to www.floodfacts.suncorp.com.au

http://www.floodfacts.suncorp.com.au/�


1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk
5) Ongoing Maintenance Of Flood Prices
6) Balancing Business Objectives
7) Empowering Frontline Staff To Explain
8) Helping The Understanding Of Flood
9) Encouraging & Managing Feedback



Source: “Bureau warns water could break Goondiwindi levee”
ABC News, Friday Jan 14 2011, www.abc.net.au/news/stories/2011/01/13/3112552.htm

http://www.abc.net.au/news/stories/2011/01/13/3112552.htm�


1) Data!
2) Flood Risk Is Not Static
3) Pricing Analysis Is Complex
4) Gross Risk vs. Net Risk
5) Ongoing Maintenance Of Flood Prices
6) Balancing Business Objectives
7) Empowering Frontline Staff To Explain
8) Helping The Understanding Of Flood
9) Encouraging & Managing Feedback
10) Affordability…
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Source: “The Insurance of Flood Risks” , 
Institute of Actuaries of Australia Flood Working Group, November 2008



“Floodplains are for Floods”

Moss Cass
Federal Minister for the Environment

1974
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