
 
 

ABI Briefing- The case for action on global climate change 

Insurance provides reassurance that in the event of a loss, your possessions, business, 

health, or family is covered. It offers the assurance that your savings are being managed 

wisely, and that your retirement will be funded. The threat of climate change is one in which 

reassurance will be increasingly hard to find for millions of people around the world. It is 

important to consider the threat climate change poses and responses are underway from 

companies across the insurance sector.  

The threat of climate change 

Climate change is an issue of global scale with a severity society has never before 

experienced. A paper published in the journal “Nature” in June 2015 found that: “The climate 

is changing: we have a new normal. The environment in which all weather events occur is 

not what it used to be. All storms, without exception, are different. Even if most of them look 

just like the ones we used to have, they are not the same.” This sobering conclusion points 

to our new reality; a future of constantly evolving and increasingly challenging climactic 

conditions.  

Predictions show that following the current trajectory of CO2 emissions we are likely to see 

an increase in global average temperatures of 4˚C by 2100, with a one-in-ten risk of that 

increase being as high as 6˚C. In both cases these temperature increases would lead to 

catastrophic changes in the global climate. Coral bleaching, flooding and other extreme 

weather events such as El Nino will all occur more frequently and at a higher intensity.  

The increased frequency and severity of major weather events mean that in the UK; 

 Five of the six wettest years on record have happened since 2000  

 Eight of the ten warmest years have occurred since 2002 

 Rainfall events which would previously have occurred, on average, only once in a 

century are now likely to happen once every eighty years. 

 Today, 2 million homes in England are at risk of river or coastal flooding, with an 

additional 2.4 million homes at risk of surface water flooding. 

These unpredictable weather patterns have a widespread impact on the global insurance 

industry’s annual weather-related losses, which have increased to $200bn (£133bn) a year, 

a fourfold increase in 30 years. 

The impact of climate change on insurers 

Climate change affects the insurance industry in two ways: 

Firstly, insurers are committed to helping their customers manage their risks, yet climate 

change increases uncertainty and the potential impacts of existing risks, making that task 

ever more difficult and costly. These are costs that society has to bear, not only in the 

increased premiums which customers will face for products such as home/buildings 

insurance, but also in the form of the increased threat to supply-chains which are often 

located in areas which are incredibly vulnerable to any change in temperature. For example, 

Thailand is a major supplier of consumer electronics and car parts for the global supply 

chain. Following the floods of December 2011 around 10,000 factories were forced to close 

and 350,000 staff were temporarily laid off. Companies such as Intel lost $1Bn in revenues 

as the price of hard drives and other components soared in the weeks following the flooding. 

Insurers bear this risk, and consumers pay for it both in their premiums and for the price of 

goods. 



 
 

Secondly, the UK insurance sector is responsible for investments of £1.8 trillion, equivalent 

to 25% of the UK’s net total worth. These are investments for the future, much of it used to 

provide for people’s retirement. Short-term gains will ultimately prove insignificant if climate 

change is ignored. As research by the Economist Intelligence Unit shows, when considered 

from the long-term point of view of a government, a rise in temperature of 6C could, by 2100, 

result in losses for global assets of $43trn – or 30% of the world’s entire stock of managed 

assets.  

What we are calling for 

The insurance and savings sector is calling for a strong, global agreement to reduce harmful 

emissions at COP21, supported by measurable targets and a robust legal framework. We 

are also calling for the UK government to honour its commitment ‘of being the first 

generation to leave the natural environment of England in a better state than that in which 

we found it’. We believe it is important to develop a business environment that would help 

facilitate our transition to a low carbon economy, both through better incentives for green 

investment, and through more support for the renewables market. 

Insurers’ Own Role 

Insurers in the UK are working in several areas including taking a lead on risk analysis, 

informing public policy making, supporting climate awareness amongst their customers, 

incorporating climate change into investment strategies and reducing the environmental 

impact of their own businesses. 

 Risk: Firms carry out a range of activity to support national and regional forecasting 

of future weather and catastrophe patterns and are using this information to inform 

their business practice. 

 Policymaking: Firms are using this forecasting information to inform focussed 

engagement with policymakers, and have lobbied on ensuring robust action on 

climate change from government. In March, the ABI held its climate change 

conference, at which it launched a letter signed by the ABI, AXA, Aviva, ClimateWise, 

Friends of the Earth and others calling for measurable and time-bound agreements to 

be made at COP21 in Paris supported by a strong legal framework. It also called on 

countries to increase the attractiveness of smart, resilient low carbon investment. 

 Investment: Firms provide their investment teams with responsible investment 

policies, which utilise new research and analysis across investment portfolios. This 

approach includes work on stranded assets (fossil fuel assets that may be 

unavailable to use if global emissions targets are to be met), the economic impacts of 

climate change, the factoring of environmental risks into bond prices, and the energy 

performance of property investments. Members are also increasingly taking 

opportunities for innovation in investment, and have a growing interest in green 

bonds. Insurers are committed to ensuring that its managed assets are used to 

create a future worth retiring into. 

 Business Environmental Impact: Firms screen potential suppliers against 

environmental criteria including climate change, and prioritise suppliers that have in 

place established environmental policies and management systems. For their own 

operations, common areas of climate work include increasing renewable energy use, 

carbon offsetting, energy and water efficiency measures and recycling initiatives. ABI 

members disclose greenhouse gas emissions, typically according to the UK's 



 
 

Department for the Environment, Food & Rural Affairs’ guidelines or the Greenhouse 

Gas Protocol.  

 Customer Climate Awareness: Firms have taken action to ensure that customers 

are informed of climate risk, by providing support and information tools, encouraging 

climate change adaptation and a reduction in customer greenhouse gas emissions 

through insurance products and premiums where possible, and seeking to increase 

the proportion of sustainable claims. Examples include emails and microsites offering 

practical guidance to customers, text and radio alerts warning of extreme weather 

events, and motor insurance initiatives offering bikes as an alternative to rental cars. 

 

 

The Association of British Insurers is the leading trade association for insurers and 

providers of long term savings. Our 250 members include most household names and 

specialist providers who contribute £12bn in taxes and manage investments of 

£1.8trillion. 
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