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HARNESSING SYNERGY: HOW INSURERS AND FINANCIAL
INSTITUTIONS CAN UNITE FOR CLIMATE ADAPTATION

As the climate crisis intensifies, so do its
economic reverberations. Hurricanes, floods,
droughts, and wildfires are no longer rare
catastrophes but recurring realities. In this
evolving landscape, two sectors find
themselves at the forefront: insurance
companies, grappling with rising claims and
underwriting uncertainties; and financial
institutions, seeking to safeguard their
portfolios and direct capital toward resilient
infrastructure and adaptation solutions.

Despite overlapping interests, these sectors
often operate in parallel, missing opportunities
for collaboration. Yet the urgency of climate
adaptation demands integrated approaches.
By joining forces, insurers and financiers can
amplify impact, unlock new markets, and
create a more resilient global economy. In
CLIMATEFIT (https.//climatefit-heu.eu/), we
work for bringing together all stakeholders,
with the aim of achieving sustainability through
climate adaptation.

WHY COLLABORATION MAKES
STRATEGIC SENSE?

Both insurers and investors are exposed to

climate risk, albeit from different angles:

e Insurers are challenged by increasing
payouts, shrinking insurability zones, and
pricing volatility. Their sustainability
depends on reducing underlying risk.

e Investors are vulnerable to stranded
assets, downgraded sovereigns, and
unstable returns from climate-sensitive
sectors. They need to ensure their capital
is protected and productive in a warming
world.

This convergence of interests, which we, in
CLIMATEFIT view as important, offers a
strategic opening. Where investors bring
capital and long-term planning horizons,
insurers  offer risk  expertise,  pricing
mechanisms, and innovative instruments.
Together, they can co-develop solutions that
reduce risk exposure while unlocking
adaptation opportunities.
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KEY SYNERGIES IN PRACTICE

1. Co-Financing Climate-Resilient
Infrastructure

e Climate-resilient infrastructure - from
stormwater drainage to heat-resilient
housing - is capital-intensive. Financial
institutions can provide the necessary
funding, while insurers can offer risk
mitigation tools such as catastrophe
bonds, risk guarantees, or performance
insurance.

e Example: A sovereign climate adaptation
fund could invest in coastal defences,
while insurers structure risk-transfer
products to attract private co-investors by
reducing downside risk.

2. Shared Climate Risk Modeling
and Analytics

Insurers have access to decades of granular
claims data, actuarial models, and hazard
mapping. Financial institutions increasingly
deploy climate scenario analysis and stress
testing. Collaboration on open-access risk
platforms could:
e Improve
decisions.
e Enable shared understanding of asset
vulnerability.
e Encourage pricing transparency and
market discipline around adaptation
needs.

underwriting and  credit

Initiatives like the Global Risk Modelling
Alliance  (GRMA) and the Insurance
Development Forum (IDF) are paving the way,
while CLIMATEFIT is bringing together parties
that are interested in cooperating for
supporting climate adaptation investment.

3. Blended Finance with Insurance
Components

Blended finance — mixing concessional, public,

and private capital - becomes more effective

when coupled with insurance. For example:

e Resilience bonds can link reduced
insurance premiums (from adaptation) to
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financing mechanisms for infrastructure
upgrades.

e Weather-indexed microinsurance can be
embedded in agricultural investment
funds, shielding both farmers and fund
performance from climatic volatility.

4. Innovating Risk Transfer
Mechanisms

Traditional indemnity insurance may not suit all
climate risks. Together, insurers and financiers
can pioneer new tools:

e Parametric insurance: Triggers payouts
based on climate indicators (e.g., rainfall,
temperature) rather than losses.

¢ Nature-based insurance: Coverage tied to
ecosystem services such as mangroves or
wetlands, which protect physical assets.

e Sovereign risk pools: Regional
mechanisms where multiple countries
pool resources and purchase insurance
collectively to buffer fiscal shocks.

EMERGING MODELS AND GLOBAL
MOMENTUM

Across the globe, early-stage collaborations

are demonstrating the power of this synergy:

e The InsuResilience Global Partnership
connects insurers, governments, and
financiers to expand climate and disaster
risk finance in vulnerable countries.

e In Asia and Latin America, development
banks are working with reinsurers to
develop regional risk pools and incentivize
resilient urban planning.

e Green bonds and resilience bonds are
attracting investor interest, especially
when  bundled with  performance
guarantees or insurance overlays.

ADDRESSING THE CHALLENGES

Despite the potential, real barriers remain:

e Regulatory silos: Insurance and finance
are governed by different frameworks,
complicating joint product development
and risk-sharing.

o Differing metrics and timeframes:
Insurers focus on near-term loss
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probabilities; investors look at long-term
returns.

e Limited adaptation pipelines: A lack of
bankable, scalable adaptation projects
hinders deal flow.

To overcome these, policy and

leaders can:

e Align regulations to enable insurance-
backed financial products.

e Fund pilot programs to demonstrate
viability and build replicable models.

e Develop shared taxonomies and reporting
standards for adaptation outcomes.

industry

THE BUSINESS CASE FOR
SYNERGY

For insurers, engaging in adaptation finance
expands product offerings, opens new
markets, and reduces claims. For investors, de-
risking climate investments can enhance
returns, improve credit ratings, and fulfill ESG
mandates.

Moreover, both sectors stand to gain
reputationally. As public scrutiny increases and
climate-related disclosure becomes
mandatory, participating in adaptation finance
showcases commitment to long-term value
and systemic resilience.

CONCLUSION: FROM PARALLEL
PATHS TO STRATEGIC ALLIANCE

The era of climate adaptation is not a future
scenario - it is unfolding now. Insurance
companies and financial institutions, two of the
most influential players in the global economy,
have a rare opportunity to lead. By combining
their unique strengths, they can turn climate
risk into a catalyst for innovation, stability, and
shared prosperity.

CLIMATEFIT can support this endeavour by
bringing up climate adaptation investments in
which insurers and financiers may work and
prosper together, also serving their higher ESG
aims.

Unlocking this synergy is not just good risk
management. It is sound strategy for building
the resilient economies of tomorrow.



