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Disaster Risk Finance

Context — the underlying risk, need, and wider Money-in instruments — the DRF instruments
factors to consider when developing Disaster in place to supply the right amount of money
Risk financing (DRF)-based approaches. at the right time.

CONTEXT PROCESS

Money-out systems — the systems and plans Project management processes — practical
in place that use money to reduce the impact considerations, including project implementation
of disasters on people. processes, costs, contingencies, and monitoring and
evaluation.
%;ﬂt and Faculty
Source: The Centre for Disaster Protection Department of Actuaries
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Teamwork: The Right People and Skills
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AT-RISK & AFFECTED
PEOPLE

%ernment 2‘555 Institute
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Drought Modelling

Past: Future:

Mean variable comparison
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Organisations: Centre for Disaster Protection, World Bank ¥ |
L . ] . ] Government ln:é't;t(e: It
Disciplines: Humanitarian experts, data scientists, catastrophe modellers Actuary’s S ctuaric
Department of Actuaries
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Crisis Financing

Individuals Communities Regional National International
& Businesses Governments Governments  Organisations
Prevention & Grants and subsidies
preparedness Incentivised participation including loans
______________ 'ITra?lS?er_ Insurance, reinsurance and alternative risk transfer
Pre-planned — Pre planned donor funding
1Ei: r?;::f o Cog:;r:j?f nt Contingent credit

Response
Reserve funds and budget contingency

Unplanned —

Emergency

funding Donor funding Donor funding

Financial instruments | Budgetary tools | Other

Organisations: Centre for Disaster Protection, World Bank, UN agencies ...

L L : . N
Disciplines: Humanitarian and development experts, climate scientists, f%emmem {;@seﬁ\ Institute
- £ . . - , 2 | and Faculty
public financial management, policy advisors ... g‘é%’:ﬁ?’fem @ of Actuaries
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Risk Pooling
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Amount (USD millions)

50

m Change to payments
= Insurance or catastrophe
bond

= Recourse to donors

= Capital Reserves

Funding instrument

Organisations: START Network

Disciplines: Catastrophe modeller, Policy adviser, Analysts Department =i

Summary of outcomes:

Total annual Likelihood QOutcome

payment

<$100m 92% Payouts are paid out from capital reserves. Donor
tops up reserves at the end of the year so that
capital position is restored (otherwise SFF's
activities have to be reduced)

' >$100m 8% As above but donor is also called upon to provide |

additional $10m during the year to meet the high
level of payouts

' >$110m 5% As above but insurer/bond holders start to

experience losses

' >$200m ' Negligible (<0.1%) As above but SFF scales back or stops payments |

to recipients

%emment ?’@\g Institute
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Anticipatory Action Trigger Quality Assurance

Food, security, and livelihood, including
unconditional cash assistance

JEnlelaasest] Protection activities
predictive
trigger Water, sanitation, and hygiene

Jan dry spell observational
trigger

Nutrition activities

K Jan dry spell January dry spells February dry spells \
Day 15 of dry spell

November December January February March

onset minus
45-75 days

.‘ —_— . —_— ‘ ............. _‘_ .............
Feb dry spell Bei il G I
onset minus ay >0 0Ty Sbe

\_ 45-75 days -

Food, security, and
livelihood, unconditional
cash assistance

Feb dry spell Protection activities
predictive

Feb dry spell observational
trigger

trigger Water, sanitation, and hygiene Nutrition activities
Organisations: Centre for Disaster Protection, Centre for Humanitarian Data,
UN OCHA % s
ST : : : . ¢ Institute
Disciplines: Data scientists, policy and humanitarian experts, development |z i@»\ and Faculty
economist Depariment -5 | of Actuaries
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De-Risking Maternal Drug Development

Third party service
Set- up costs providers

Insurance
premiums

Insurance

Claims payment

Members of the R
pool (Pharma '

Organisations: Centre for Disaster Protection, Concept Foundation ?;%emmem %95 Institute
ST _ _ Actuary’s ; \ and Faculty
Disciplines: Insurance brokers, legal advisors, medical researchers Department = ... 5 | Of Actuaries
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Intervention by Nazira Lacayo, IFRC




Expressions of individual views by members of the Institute and Faculty of Actuaries and its staff
are encouraged.

The views expressed in this presentation are those of the presenter.
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