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Catastrophic Risks — General Information
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Increased Frequency and Severity of Catastrophic Events

- Climate Change
- Increase in population density and in the concentration of values

- People and Industry settling in coastal areas and other regions
that are particularly exposed to natural hazards

Low income households have only very limited access to insurance
products protecting their assets (property insurance)
-2 1% and 3% of households in low- and middle-income

countries, respectively, have insurance coverage against
catastrophe risks (Munich Re, 2005)

After severe catastrophic events, low income households rely on

their governments and the ad hoc assistance of donors
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Example : MIFSEA Indonesia

(Microinsurance For South East Asia)
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Indonesia
Public Private Partnership (PPP) Munich Re - GTZ

Current Activities

» Study in Indonesia: Demand and Findings

* Product Development in Indonesia: First Product Idea
= Selection of Delivery Channels
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Indonesia
The Study
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Indonesia
Findings of the Study (1/2)
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Main risks:
* Flood
= Health
» Earthquake
= Education
Impact of risk:
* Post-flood diseases
= Interruption of income combined with increased expenses
» For repair & renovation
» Increased prices and transportation costs
= Loss of official documents — time & cost consuming

= Retrieval
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Product Idea
Example: Flood protection
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Wet season

Trigger (15 years event e.g. water remains
15 days, 50 cm high at a predefined place)

Not

triggered NOT TRIGGERED

Case ll:

Triggered

Premium IDR 120,000

Pay out
IDR 1,000,000

\
|
June 2008 Oct. 2008 May 2009
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PrOdUCt dGVG'Opment ==— Munich Re Group
Product characteristics (1/2) gtz s

Flexible product,
minimizing basis risk

Simple and
traceable

Long term

commitment

Multi-purpose
solution

Parametric trigger,
selling after due
date
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Product characteristics (2/2) gtz s

Simple once the
principle of trigger is
understood

Independent party
involvement, trigger
sign not modifiable

No documentation, but
costly coins?

Easy claim verification
& calculation if historic data
available
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Selection of delivery channels
Role of different stakeholders
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Insurance
Companies MFls +

\ Banks

Community
Development g e —— Based

Organisations Organisations
Micro(Re)insurance

Low Income Government
Market Agencies
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Selection of delivery channels
Indonesia — Implementation in 2 phases
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Phase 1- Group Microinsurance
* NGO networks, Apex organizations, Cooperatives (> 50.000 members)
» Cooperation Partners: e.g. GTZ, UNDP

Phase 2- Government and individuals
» Government — part of the disaster reduction strategy — basic protection

* Individual customers through cards/ATM, shops/pharmacies, banks (e.g. linked to
housing loans), etc. — once the product is known as additional protection for better-off
customers

23/11/2007
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Open questions for discussion ==
MIFSEA and MILA gtz s

» Trigger based vs. indemnity based

» Handling of deductibles and basis risk in property microinsurance?
= Smaller payouts more often or higher amount less frequent?

= How region specific must products be?

= Policy Carrier and administration?

= Fraud control?
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Thank you very much for your attention.

Gabriele Ramm, GTZ
Till Heydel, Munich Re
Andreas Moser, Munich Re
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