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Adopting Regional Cooperation Platforms to Establish

the Natural Disaster Reinsurance Schemes

Abstract

Natural catastrophes (Nat Cats) happened more frequently recently and caused
catastrophic losses. These large-scale Nat Cats might impair the public finance
and economic development of a nation. Many governments are thus interested in
managing Nat Cat risks. However, Nat Cats may be too huge to be bear by
individual countries due to their scales and un-diversifiability within a small
region. It is therefore may be necessary or at least beneficial to establish a
cross-country platform on which the Nat Cat risks can be pooled and diversified
across countries. Establishing such a platform is a difficult task, however. The

purpose of this project is to analyze the feasibility of the establishment.

We first analyzed how several countries in the Pan-Pacific area manage their Nat
Cat risks. More specifically, we studied the Japan Earthquake Reinsurance CO. Ltd.
(JER), the Earthquake Commission (EQC) of New Zealand, and the Nat Cat
insurance mechanisms in Thailand, Indonesia, Philippine, and Australia
respectively. Then we analyzed how recent Nat Cats, including the earthquakes
happened in Japan and New Zealand and the floods in Thailand and Australia,
affected the (re-)insurance industries and public finance of these countries. We
further studied a successful cross-countries Nat Cat pooling mechanism - the
Caribbean Catastrophe Risk Insurance Facility (CCRIF). After analyzing these
cases/organizations, we propose our views on the feasibility of having Taiwan to
lead to establish a cross-countries Nat Cat pooling mechanism in the Pan-Pacific
area. Our proposal embraced the views expressed in the 2012 World Forum of
Catastrophe Programmes (WFCP) and a seminar held by this research team in
National Cheng-Chi University. Our view is that it will be extremely difficult for

Taiwan to lead such establishment.
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(MMI) measures the perceived strength of shaking produced by the earthquake at a certain location.
For more inlonnahon on the MM scale please see www earthquake usgs gov/learning/topics/mercalli php.

Reference points to earthquake location:

129 km (80 miiles) E of Sendai. Honshu. Japan

177 km (109 miles) E of Yamagata, Honshu, Japan
177 km (109 miles) ENE of Fukushima. Honshu, Japan
373 km (231 miles) NE of Tokyo. Japan
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23?’,‘#'%1 #* % ik : The Encyclopedia of New Zealand ° " Earthquakes happen every day in New Zealand.
Instruments record the ground shaking from over 14, 000 earthquakes in and around the country
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MMIT Shaking
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Mw = Moment magnitude
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° 20 Aeser hristchurch
¥ 1

“Modified Mercalli intensity (MMI|) measures the perceived strength of shaking produced by the earthquake at a certain location.
For more information on the MMI scale please see www. earthquake usgs govilearning/topics/mercalii. php

Reference points to earthquake location:
5 km (3 miles) SE of Christchurch, New Zealand

221 km (131 miles) SSE of Westport, New Zealand
303 km (189 miles) SW of Wellington, New Zealand
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- Disaster profiles
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MAIN NATURAL DISASTERS IN THE CARIBBEAN (1979-2005)

A 2 0 —
B F R R4
Year Country (hazard type) Psople Damage
affected ({thousand USD)
1979 Dominica (Davis and Frederick) 72,100 44 650
Tl;vl? [2PA #EJ%IJ-E—'? _gki f‘ "_’; Vs 1980 | St. Lucia (Allen) 80,000 87,990
- 7~ 1 ¢ 1988 Dominican Republic (Flood) 1,191,150
1988 | Haiti (Gilbert) 870,000 91,286
1988 | Jamaica (Gilbert) 810,000 1,000,000
N s_oxr 93 1989 Montserrat (Hugo) 12,040 240,000
™~ A “"9;,{;‘ Z_%t ¥l Yias 1989 | Antigua, St. Kitts/ Nevis, Tortolla (Hugo) 33,790 3,579,000
1991 Jamaica (Flood) 551,340 30,000
1992 Bahamas {Andrew) 1,700 250,000
e 1993 | Cuba (Storm) 149,775 1,000,000
E?;ﬁ g_’ X W . "ﬁ f); @;J‘ 1993 | Cuba (Flood) 532,000 140,000
1994 | Haiti (Storm) 1,587,000
1995 St. Kitts and Nevis (Luis) 1,800 197,000
1995 U.S. Virgin Islands (Marilfyn) 10,000 1,500,000
% , l_}‘] l«LL 3:'5 jIL'}i‘%t ;;, LU /J’z} 1998 Dor?ninic:an Republic (Glelorges) . 975,595 2,193,400
2000 Antigua/Barbuda, Dominica, Grenada, St. Lucia (Lenny) 268,000
2001 Cuba (Michelle) 5,900,012 87.000
2004 Cuba, Jamaica, Cayman Islands {Charey) 202,620 1,000,000
et( E‘ Kﬁ ﬁ& 7?}; 2004 Bahamas, Dominican Republic, Puerto Rico, Turks and Caicos
(Frances) 8,450
2004 Cayman Islands, Grenada, Jamaica, St. Vincent, Cuba, Barbados,
Trinidad and Tobago, Haiti (lvan) 419,805 3,431,564
2004 Haiti, Puerto Rico, Bahamas (Jeanne) 303,426 21,000
2005 Cuba, Haiti, Jamaica (Dernis) 2,523,000 1,400,000
2005 Cuba, Haiti, Jamaica, Bahamas (Wilma) 101,800

17 Y PR BT 2 150 (1979-2005)
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Damage due to natural disasters in the Caribbean Region
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At B4 35 o CCRIF ,‘?ﬁ? ¢ 3% CCRIF 2010 # 2. 13- e~ % 2,080 8 £~ o
A2 2 B RE AL H 6750 § £ &0 B - EAFIST £ 9 500
iAo T4 L9502~ %p AML gD -CORIF“AMT 2% 2

AR  EIF A BB EH KT F P 1,000 E 2 4 T AR A

(S

£%F 131 0% ARt H 1 S 4] 0 CCRIF BA7%% > M Ap B o

CCRIFREF B & £ 4c 2 RiER ' ¥ h > H 2o A 4428 157 £ 157

ST B 5 2010-2011 & 2_ % 'R A RS ) 2 fﬁ_&r" 2] e

¥ Ef‘ﬁ‘ﬂP £
1,000 & 1.31 3% ~
6,500 @
37 & iR
CCRIF
USS1.35M
(4.5%)
10.7# CCRIF Layer 1 5 209113}
0.675M USS14.325M ‘
5.9 & (4.5%) (95.5%)
2,000 8
CCRIF Retention 7
USS20M
1.5 # 0

q‘g‘ll 20 : CCRIF ’JJ[‘BHJJ ﬁwﬁé‘*ﬁﬂﬂf’*ﬁﬁ%ﬁ'



2010-2011 # CCRIF ¥ % f# b & 5 6.2 3 % ~ CCRIF&F v &p?ﬁﬂ 1,000

by

iR RPEVIEE 131 mE A KE A T 20005 F Ao 2 bk

111 % A g %o L iR bnz k¢

o % — R 1USS 15M xs USS 20M( CCRIF %-¥2 4.5% % £ i 4 %2 95.5% )

® % - & 1US$30M xs US$ 35M( CCRIF 422 4.5% B & (% 4 427 95.5%)
® %= :USS$66MxsUSS65M [ %4l i 154,750 § % = - 1,850

¥ % ~q1* B L # (Catastrophe Swap) & 3t F &3 3]
CCRIF £ %= £tz f %' A & 3£ Swiss Re ~ Munich Re ~ Partner Re ~
Hannover Re % i4 3¢ Lloyd’s syndicate Hiscox » ¥ #t % = & 1,850 § # ~2_ %
" 2 KT e d CCRIF &2+ J 4217 p4 5c3R F* (World Bank Treasury) i st ] # B
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FERF R pE -
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p g ¥ PER 72 P & 37 (USS)
2007/11/29 R Dominica 528,021
2007/11/29 R Saint Lucia 418,976
N Turks and Caicos
2008/9 * 4 #Eh ke 6,303,913
Islands
2010/1/12 R Haiti 7,753,579
2010/8 * 3k @B b Earl Anguilla 4,282,733
2010/10 * Barbados 8,560,247
2010/10 * 1 F HE Saint Lucia 3,241,613
Tomas St. Vincent & the
2010/10 * ) 1,090,388
Grenadines
et 32,179,470
(% NT$10 i)
528 CCRIFEFETALT AW RRWHEUBH2ZLIELH
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CATASTROPHE RISK INSURANCE FACILITY] > The World Bank
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Fo8 BNLEEERWFTROPFALTMNE XL E214 5

- ~FHHE FEE W F LD P (Europa Re)

EuropaRe % 5 L 3 BV B RETH 5 2 X QIR IRIE R R o

P et RAT s 23RBS A £ (GEF) ~ 3L AT 2443 AdSECO)
feo & BB CHog 28 (UNISDR) ehfhes ™+t 2008 # B 418 17 > 3%
AR e RFES AT R AT B EREL R - AL L -2 2F 2
FREZ R 0, X e @) o

EIEPETE TF 0 eI P s EuropaResz 2 0 o FpIR

P
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A ¢ FRRRAACET EUE FEDP > HOPF KT AT}
LF e A HIERA]  E PN F A AT
(-)~ ¢ R ®M*% L (Country Shareholders)
L ¢ ARSI E B & 5 EuropaRe st L M4 > € B RIL &
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(=)~ g ==& (Management Company )
NP Rl PRl e kb I LB RAS L e
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Core Technical Team)~ 4% & & % 48] [} (the Extended Project Technical Team)fr &)

F<f TL B [} (the Country Management Teams)

Country Board of Mianagement
Shareholders Directors Company

<

>

Provide overall
strategic oversight
and policy advice.

Each member

country’s Ministry of
Finance acts asits
shareholder

Is composed of
independent,
reputable
professionals with

Independently
manages
Europa Re in
compliance with

insurance/
reinsurance
experience and a
well-established
track record in the
industry.

representative; they
fulfill their duty
through Annual
Meetings of
Shareholders and the
Advisory Policy
Board.

stringent Swiss
insurance
regulations.
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# oAl EF (SMEs) HIRE X G2 B E R -

EuropaRe #% i + 7 54 > % - SE A TR 2 5V % LRk R
(Indemnity style catastrophe insurance coverage) * ¥ 48 > ;\ E_ 4 ¥t & ~ E k&

KE AR MAIA B FEREE KRR KE G2
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National Catastrophe Insurance Fund: www.ncif.or.th/en/

Office of Insurance Commission(2012): Insurance Circle, Special Edition
Thailand_National_Cat_Insurance_Fund-GC.pdf.
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Financial Report (2012), available from
www.maipark.com/docs/download/financial-reports/financial-report-2012_1, accessed on
21 May 2013.

Fitch Rating: Indonesia Full Rating Report (July 2011), available from

www.maipark.com/download/File/other/Maipark%20Credit%20Report%202011%20Publis

hed.pdf, accessed on 21 May 2013.

GFDRR (2011): Indonesia: Advancing a National Disaster Risk Financing Strategy - Options for
Consideration, available from

http://www.gfdrr.org/sites/gfdrr.org/files/DRFI_Indonesia_Report_FINALOct11.pdf, accessed
on 29 May 2013.

PT. Maipark: www.maipark.com

Statistic Report (31 Dec 2012.), available from

www.maipark.com/docs/download/statistical-reports/statistic-report-2012-december-31 p

df, accessed on 21 May 2013.
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Artemis (2013): Philippine earthquake insurance pool seems ripe for convergence market
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involvement, available from
www.artemis.bm/blog/2013/02/08/philippine-earthquake-insurance-pool-seems-ripe-for-c
onvergence-market-involvement/, accessed on 21 May 2013.

Artemis (2012): Philippines want to emulate the Caribbean Catastrophe Risk Insurance
Facility in Asia, available from
www.artemis.bm/blog/2012/09/04/philippines-want-to-emulate-the-caribbean-catastroph
e-risk-insurance-facility-in-asia/, accessed on 21 May 2013.

OECD (2007): Financial Management of Large-Scale Catastrophes in the Philippines, available
from http://www.oecd.org/finance/insurance/38155664.pdf, accessed on 28 May 2013.

Ted P. Torres (2013): ADB backs first earthquake insurance pool in Phl, available from
www.philstar.com/business/2013/02/07/905691/adb-backs-first-earthquake-insurance-po
ol-phl, accessed on 21 May 2013.
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Australian Reinsurance Pool Corporation: http://arpc.gov.au/

Annual Report (2011~2012), available from
http://arpc.gov.au/files/2012/09/ARPC_Annual_Report_2011-12.pdf, accessed on 10 June
2013.

Insurance Council of Australia : http://www.insurancecouncil.com.au/statistics
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The Encyclopedia of New Zealand : http://www.teara.govt.nz/en
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The World Bank : July 12,2012 > [IMPLEMENTATION COMPLETION AND RESULTS REPORT TO

THE CARIBBEAN CATASTROPHE RISK INSURANCE FACILITY]
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http://www.europa-re.eberlesystems.ch/?page=EN home
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http://www.asiacapitalre.com.my/en/Initiatives1/Asia-Catastrophe-Pool/
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Munich RE: TOPICS GEO Natural Catastrophes 2010~2012, available

fromhttps://www.munichre.com/touch/publications/en/list/default.aspx?category=17,

accessed on 7 June 2013.
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