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in this edition key takeaways

The trend is undeniable

Although the perspectives from our members 
differ depending on location, there is an overall 
consensus that as ESG becomes an increasingly 
important issue for business and for insurers, 
clients have to be closely engaged with the 
latest developments. Our firms are reporting that 
in nearly every market they operate in, whether 
emerging or developed, there are twin pressures 
from regulators and a demanding customer base 
that wants to see more transparency.

Differing global positions

The variation in those pressures to be more 
transparent and prescriptive in their thinking 
impacts our member firms in different ways. Nor is 
it always the obvious candidates who are leading 
the way. Our members in China, Brazil and India 
report increasing public and government pressure 
on insurers to move away from carbonised 
industries, while in the EU countries like Poland 
and Denmark are perhaps surprisingly telling us 
that public awareness of ESG issues remains 
limited.

CLIMATE CHANGE IS A 
UNIVERSAL PROBLEM

Many of our members as far apart as New Zealand 
and Belgium, Australia and the United States outline 
the terrible cost of recent natural catastrophes in their 
countries, how the industry is coping with ever higher 
claims and how insurers are a key part of the solution 
to curbing some of the most climate-damaging 
practices..  

THE RISE OF NEW  
INSURANCE SOLUTIONS

Our French and Swiss member firms have selected 
the arrival of parametric insurance solutions as 
one of their key ESG initiatives, and they are also 
mentioned by our firms in Australia, China and 
Poland. While it offers an innovative solution 
to rapidly evolving climate risks, there are still 
concerns around the specifics of how to determine 
the proper compensation as and when the 
parameters are met. 
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RADAR

Welcome to the fifth edition of the Global Insurance Law Connect RADAR report. This 
year, our report has changed its focus onto a single, critical topic: the impact that ESG 
is having on the insurance industry and the need for all our members to support our 
clients to achieve their net zero ambitions wherever they are in the world. We have 
focused on this area because it has increasingly become a national and international 
priority, and we recognised that it had become a dominant theme across almost all 
geographies and insurance areas. Put simply, this is the single most critical insurance 
and legal issue of our time, making it a natural focus for the RADAR report this year.

A global view from the legal sector is also helpful, we believe; and yet is rarely delivered 
to insurers. And the insurance industry is an important stakeholder in those discussions 
in every country. Our member firms have unsurprisingly reported that awareness of 
ESG risks has grown significantly among their clients, but there is still a great deal to be 
done to educate and incorporate best practice. 

Globally, a number of issues have emerged as significant. These include a growing 
pressure on insurance companies to be more transparent on sustainability, which comes 
both from stakeholders and in the form of more strenuous reporting requirements. 
There is also a trend towards increased regulation on every front, from measurement 
of the impact of climate change to understanding of supply chains in increasing levels 
of detail.  Meanwhile, related claims are rising and insurers are also grappling with 
increasingly frequent and severe natural catastrophes, which are impacting insurability 
in a number of regions and insurance classes of business. 

This challenge comes against a backdrop of geopolitical risks, supply chain disruptions 
and inflationary pressures globally. The combination of these three factors is putting 
further pressure on many of our clients, as they are forced to strike a balance between 
investing in ESG best practice, while trying to manage increasing costs. 

Given that the environmental challenges we are facing are universal, it is more important 
than ever that we share expertise, best practice, and innovations, and we hope this 
year’s report does just that.  We look forward to connecting with you around the topics 
contained within this report over the coming year, no matter what country you live in, 
and which member of our network represents your interests.

This report has our widest geographical spread yet. Once again our network has 
expanded and this year we have included contributions from our two new member 
firms, Beale & Co from the United Kingdom, and WKB Lawyers from Poland. These 
additions mean that the network now comprises 22 firms spread over five continents, 
giving us an even wider reach, and a deeper pool of expertise from which to share legal 
and insurance insights. We have also been most recently joined by Prieto Abogados 
from Chile.

Best wishes,

The Board of Global Insurance Law Connect

This document does not present 
a complete or comprehensive 
statement of the law, nor does it 
constitute legal advice.  
It is intended only to highlight 
issues that may be of interest to 
clients of Global Insurance Law 
Connect. Specialist legal advice 
should always be sought in any 
particular case. 

The Economist Intelligence 
Unit’s (EIU) full list of ESG 
rankings can be found here: 
https://www.eiu.com/n/
solutions/esg-rating-service/

MaY 2023

Designed and produced by Doublelix Ltd. 
www.doublelix.com
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snapshot: The global 
insurance industry –  
Eiu’s ESG ratings

Very low

Low

Moderate

High

ESG EIU ratings

The rankings ‘understand country risks from the environmental, social and governance (ESG) environment 
with EIU’s expert analysis and rating of qualitative indicators and extensive official data.’ – www.EIU.com
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snapshot: The global 
insurance industry –  
size of major markets

Size of the 
insurance market

Mega >$250bn

Very large >$100bn

Moderate >$25bn

Small >$1bn

Very small <$1bn
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Melbourne, Australia

Sparke Helmore Lawyers

The Australian Prudential Regulation Authority recently released 
performance statistics for the year ended 31 December 2022, with 
the local insurance market reporting a $2.3B AUD net profit and 7.2% 
return on net assets. This represents an uplift on prior year profit results, 
stemming from stronger underwriting results and an increase in gross 
earned premiums, countered by $1.7BN AUD of investment losses and 
an increase in gross claims expenses.

It is expected ESG concerns will continue to put downward pressure on margins with frequent local natural 
disasters forcing insurers to raise premiums to accommodate spiraling claims volumes and exposures. 
Inflationary pressures resulting from the higher cost of living and supply chain issues have significantly 
increased replacement costs for insureds. Insurers have also been subject to an increasing regulatory 
burden including the introduction of modern slavery laws and mandatory disclosure requirements, and 
with these laws currently under review, increases in non-compliance penalties are anticipated. 

Key ESG issues:

Environment –  
climate change 

Social – inflation 

Governance –  
modern slavery 

(Gross)

(net)

91
$55.6 AUD

$39.3 AUD

billion

billion

australia

insurance 
industry at 
a glance

Registered firms

The Economist 
Intelligence 
Unit’s ESG 
Rating

Very Low

as at September 2022 
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“  Social Inflation: A rising 

tide of living costs, supply 

chain issues and class 

actions costs; social 

Inflation is a key issue for 

the industry. 

“

Belinda Michalk, Partner, 

Sparke Helmore Lawyers

“  Climate change: with 

increasing natural 

disasters in Australia, 

insurance coverage 

remains both a challenge 

and opportunity for 

innovation for the 

industry. 

“

Kiley Hodges, Partner, 

Sparke Helmore Lawyers

“  Modern slavery: Risk 

management is front of 

mind for the insurance 

sector and the Insurance 

Council of Australia. 

“

Mark Doepel, Sparke 

Helmore Lawyers

Environment –  
climate change

Climate change continues to have a 
considerable impact on the Australian 
insurance market. While the country 
escaped the usual bushfire season in 2022,  
it continued to see horrendous floods 
causing wide-spread residential and 
commercial property damage and destroying 
agricultural crops with anticipated losses of 
$5 billion AUD. Associated costs have been 
passed onto policyholders through higher 
premiums. However, in some disaster-prone 
areas like Queensland, underinsurance 
remains an issue for many consumers. 
In response, the Australian Reinsurance 
Pool Corporation has been expanded to 
include cyclone losses and related flood 
damage; we understand that one weather-
related claim has already been made. It 
remains to be seen whether the Pool will be 
extended to all flood loss around Australia. 
In the interim, parametric insurance 
solutions have emerged in the Australian 
market (particularly in agriculture), which 
address issues such as flood damage and,  
once triggered, pay out according to a  
pre-agreed rate. 

Governance –  
Modern slavery

The Australian Modern Slavery Act 2018 
(Cth) is undergoing a statutory review, which 
commenced in March 2022 and is due for 
completion in the first half of 2023. It is 
anticipated one outcome will be an increase 
in non-compliance penalties. The Act 
requires entities in Australia with an annual 
revenue of $100 million or more to report 
annually on the risks of modern slavery 
practices across operations and supply 
chains as well as on mitigating actions.  
As one of the sectors with the highest 
number of reports under the Act, the 
insurance industry will need to be vigilant 
in managing risks. In response to the 
anticipated outcomes, the Insurance Council 
of Australia has established a modern slavery 
working group and strategy to encourage 
best practice, identifying the management 
of numerous claims with respect to natural 
disasters (particularly dealing with small 
businesses in remote and regional areas) as 
an area of particular concern. 

Social – Inflation

Inflationary pressures continue to weigh 
heavily on the national economy. Inflation 
is of great concern in the insurance sector 
particularly in respect to property damage 
claims, with insurers finding it difficult 
to adequately provision for escalating 
construction costs. Global conflicts have 
also had a direct impact on inflation and 
the cost of insurance cover. In particular, 
the COVID-19 pandemic and the war in 
the Ukraine have led to significant supply 
chain issues, while sanctions on Russia 
have increased replacement costs as 
insureds have sought alternative markets 
for products. Health claims resulting 
from the postponement of “non-essential” 
procedures during the COVID-19 pandemic 
have also resulted in costlier procedures 
and claims for insureds. Social inflation 
may also be compounded by anticipated 
regulatory changes allowing contingency 
fees for class action proceedings and 
the increasing prevalence of the litigated 
funder.
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Bruges Belgium

Sustainability is a hot topic in Belgium and is moving forward at full speed. 
There has been an explosion of net-zero commitments worldwide, and 
Belgium is no exception. Belgium is being flooded with ESG regulation. 

Catastrophes ranging from devastating floods and storms (e.g. the floods which hit Belgium in 2021, 
and multiple storms in 2022 that caused significant damage), are driving the journey to net zero, with 
businesses rethinking their objectives, strategies and risk assumptions. Climate risks will remain a major 
concern for insurers. An increase in natural disasters will lead insurers to reflect on how to better take 
climate risks into account in insurance contracts. In particular for insurers, the growing focus on climate 
change and ESG more broadly is reshaping insurance and investment portfolios. 

With the risk of ‘greenwashing’ exposure, soft law standards tend to tighten, and EU-wide legal or regulatory 
provisions are increasingly introduced or considered. EU laws and regulation, including the Taxonomy 
Regulation and the Corporate Sustainability Reporting Directive (CSRD), will have an increasing influence 
on market behaviour and deal appetite of market participants.

Key ESG issues:

Increased property claims 
due to climate risks and 
climate-driven portfolio 
changes

Regulatory concerns and 
greenwashing

The importance of cyber 
risk management policies 
in ESG

92
€30,484 
Million

insurance 
industry at 
a glance

Registered firms

Very Low

belgium
Lydian

Value of Premia

The Economist 
Intelligence 
Unit’s ESG 
Rating
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“  The insurance sector has an increased interest in climate 

risks, following the floods of July 2021 and the storms of 

February 2022. Together with the Belgian government, insurers 

are aiming to help victims of natural disasters, resulting in a 

dialogue about affordable risk allocation.  

“

Sandra Lodewijckx, Partner / Head of Insurance & Reinsurance 

practice, lydian

Increased property claims due to climate risks 
and climate-driven portfolio changes

Floods, storms, and other climate risks are becoming ever more frequent and are among 
the fastest escalating threats facing the insurance industry. Large-scale losses due to such 
events demand an overhaul of risk models and pricing assumptions, while also providing an 
opportunity to boost relevance and revenues by developing innovative new approaches to 
protection. 2022 proved a record year in terms of storm damage claims, with Belgium among 
the hardest hit areas when successive storms hit Europe in February. The floods of 2021 
already represented one of the biggest natural disasters ever, with insurers paying out more 
than EUR 2 billion in damages through a one-off protocol worked out with governments. 
Never before have storms led to as many claims as filed in 2022: 257,319 in all, for a total 
claim burden of EUR 725.6 million.

The industry is pressing for coordinated actions on prevention and a clear legal framework 
for collaboration between the (re)insurance sector and governments following major natural 
disasters. This should also ensure that it remains affordable for individuals and companies 
to insure such risks. This emphasizes insurers’ unique position in climate change mitigation: 
as both risk underwriters and large institutional investors, they play a critical role. 

A related trend is an increased focus on personal responsibility, with the potential for 
more claims to be filed by shareholders eager to hold directors accountable for the (mis)
management of climate-related risks.

The importance of Cyber risk management 
policies in ESG

Cyber risk management policies represent an aspect of ESG that is often overlooked but is no 
less important than the more visible environmental topics. Theft of personal information during 
a cybersecurity breach erodes stakeholders’ trust, highlighting how cyber risk can be a social 
risk. As cyberattacks increase in size and frequency (and even become a primary concern to 
businesses), the direct and indirect damage to companies touches all aspects of ESG.

The rapid rate of digital innovation in 2023 was accompanied by the development of new 
insurance products in Belgium, notably cyber cover. With cyberattacks counting as a major 
emerging risk, cyber insurance is one of the main areas of potential growth – surprisingly, while 
almost every company has a fire insurance policy, to date nearly 80 % of Belgian SMEs still do 
not have a cyber policy.

Further to recent cybersecurity legislation such as the NIS2 Directive (Network and Information 
Security Directive) and the Digital Operational Resilience Act for financial institutions (incl. (re)
insurers), as well as standards on ICT security such as ISO 27001, responsibility for ICT risk 
management is allocated to the board of directors. Aside from the growing need for compliance 
with these and other regulations, the increasing number of sophisticated cyberattacks and fear 
of financial losses and liability are major factors driving the market.

Regulatory concerns 
and greenwashing

The Regulatory Technical Standards (RTS) 
for the Sustainable Finance Disclosure 
Regulation (SFDR) and the Taxonomy 
Regulation, which set out the details of the 
new sustainability disclosure requirements 
for in-scope financial products and 
undertakings, finally came into force on 1 
January 2023. Until then, companies had 
taken various approaches to disclosure on 
sustainability features, leading to potential 
risks of greenwashing. 

Since 1 January, however, reporting 
via the detailed disclosure templates 
of the RTS is mandatory. These have 
already been updated in early 2023 to 
incorporate investments in specific fossil 
fuels and nuclear activities and are set to 
be amended further in the course of the 
year. Full regulatory compliance with these 
continually evolving requirements remains 
a challenge. Since August 2022, under the 
revised Insurance Distribution Directive 
guidelines, insurers or intermediaries are 
also required to take clients’ sustainability 
preferences into account when giving 
insurance advice. 

In view of these developments, 
transparency on ESG and sustainability 
factors takes on an increased importance. 
The FSMA, the Belgian supervisory 
authority, has already indicated that it 
considers the fight against greenwashing 
a key priority, which has led to a sense 
of urgency in the sector and increased 
scrutiny of relevant products, many of 
which have seen their classification revised 
to avoid potential greenwashing charges.
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Brazil
Santos Bevilaqua Advogados

In recent years, both societal and individual awareness of ESG risks have 
increased, requiring the development and enforcement of preventive 
measures by individuals and governments, especially in sectors such as 
the insurance industry that are heavily exposed to the risks. 

In Brazil, awareness of ESG has grown and it has become a significant trend in some sectors of the 
economy. In addition to some individual measures adopted by the market, ESG has been put in the 
spotlight with the publication of the Brazilian regulator SUSEP’s Circular No. 666 in July 2022 that 
imposed ESG practices on the insurance market. 

As a result of the Circular there will be some changes in insurance coverage for sectors with high 
environmental exposure, such as agriculture and heavy industry (a significant proportion of Brazilian GDP), 
as ESG factors will affect not only the insurers, value/product chains, but also the insureds’ operations. 
Consideration of ESG is becoming an important criteria both for accepting risks and pricing, which can 
impact unsustainable production chains.

The Circular is the start of a trend towards ensuring adequacy and sustainability in production chains, 
which also includes insurance. Nonetheless, considering Brazil’s sensitivity to the world’s climate and to 
human activity itself, there could be greater pressure placed on enforcing ESG practices on the Brazilian 
insurance market.

Botafogo bay, Rio de Janeiro, Brazil

insurance 
industry at 
a glance

Registered firms

291
US$ 31.1 

R$ 161
Billion

Billion

Value of Premia

Data of 2021-2022

Key ESG issues:

Decarbonisation of 
investments and 
underwriting portfolios

Stakeholder pressure 

Regulation

Low
The Economist 
Intelligence 
Unit’s ESG 
Rating
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Regulation

The Brazilian insurance market is 
subject to SUSEP Circular No. 666, which 
provides sustainability requirements for 
supervised entities.

The Circular details several 
requirements in line with the most 
recent international ESG practices, 
requiring the internal management of 
social and environmental risks and the 
development of external mechanisms 
for the analysis and evaluation of risks 
to be subscribed. 

The Circular states that the insurance 
company’s risk portfolio should not 
involve risks harmful to the environment, 
which could affect its entire production 
chain, undermine its image, or even 
affect operations with sanctions.

Even though it is a trend that is already 
attracting special attention from the 
market, the adoption of the regulatory 
model involves internal adaptations and 
changes, which will impact on pricing 
and capital availability. The Circular 
sets a final compliance deadline  
of 2025. 

Stakeholder pressure

ESG demands run through the entire social and economic environment, so the adequacy of 
practices has become an open question from employees, investors, and customers alike. The 
insurance market is also seeing the effects of this same dynamic. The sophistication of the 
Brazilian financial sector and capital markets adds an additional element of pressure.

Brazilian business also pays special attention to climate issues. A large portion of Brazilian 
economic activity is directly or indirectly linked to environmental risks, which is what brings 
them to the attention of market players. 

Therefore, there are significant demands placed on the insurance industry, urging it to be 
environmentally friendly and to not accept risks or to price environmentally harmful risks 
appropriately, so that it does not contribute to environmentally inadequate practices. 

Decarbonisation of investments and 
underwriting portfolios

Decarbonisation of investments is a current and growing trend in the insurance market in 
Brazil. Insurance is present in all sectors of the economy, as a means of transferring business 
risks, so any risks, including environmental, has a wide impact. 

Due to a growing demand from the markets for clean and decarbonised production 
chains, there is a need for greater control by the insurance market over the risks assumed, in 
accordance with new environmental guidelines. 

Brazil is constantly the target of environmental dumping practices from abroad so the 
Brazilian market has become the focus of ESG requirements. As a result, insurers involved in 
these processes, both for demand and regulatory purposes, need to ensure that they adopt 
practices to correctly price or cover those risks involving highly polluting sectors that are 
harmful to the environment.

“  SUSEP Circular NO. 666 

is in line with the best 

international ESG 

practices. It takes the 

form of regulatory 

obligations and is no 

longer optional. It is  

a new paradigm. 

“

Ana Paula Costa, Partner, 

Santos Bevilaqua

“  ESG practices indicate a greater permissiveness of the market 

to socio-environmental demands, an issue that is rising and 

gaining particular economic relevance. 

“

JoÃo Marcelo Santos, founding Partner, Santos Bevilaqua

“  The decarbonisation of the underwriting portfolio is 

especially useful to prevent the insurance market from  

the risks of environmental dumping. 

“

JoÃo Marcelo Santos, founding Partner, Santos Bevilaqua
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The Economist 
Intelligence 
Unit’s ESG 
Rating

china
BUREN

China’s insurance market has been experiencing rapid growth and 
expansion, making it the second-largest insurance market globally, with 
the increasing variety of insurance products reflective of the market’s 
dynamism. By June 2022, insurance companies had also become the 
second-largest players in the equity markets in China.

Recently, ESG factors have been gaining prominence among financial regulators and insurance companies. 
In 2022, the China Banking and Insurance Regulatory Commission (CBIRC) (to be incorporated into the 
National Financial Regulatory Administration) released the Green Finance Guidelines for the banking 
and insurance industry. These guidelines emphasise the importance of promoting green finance from a 
strategic perspective, with one of the objectives being to improve ESG performance.

The guidelines lay out policy requirements for insurance companies in various areas, such as policy and 
system construction, investment and financing process management, and information disclosure. While 
regulators are currently only advocating for ESG-related responsibilities for insurance companies, the 
scale of green investment by insurance funds continues to expand. As insurance institutions explore new 
avenues for green investment, ESG is becoming an increasingly crucial tool for promoting sustainable 
development within Chinese financial institutions.

Laojun Mountain, China

insurance 
industry at 
a glance

Registered firms over

230

4.7 

680 

trillion

Billion

Value of Premia

RMB 

US$

2022

Key ESG issues:

Regulatory compliance 

Decarbonisation of 
investments and 
underwriting portfolios

New insurance products

HIGH
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New insurance 
products

As the Chinese insurance market evolves, 
the demand for innovative products 
addressing emerging ESG-related risks 
and opportunities is set to grow. This 
includes parametric products, which 
provide pay-outs based on predefined 
climate event triggers, offering swift 
financial relief to those affected by natural 
disasters or climate-related incidents. 
Such products are particularly relevant 
in China, where the impacts of climate 
change are increasingly evident, and 
effective risk management solutions are 
essential.

Furthermore, insurance products 
tailored to emerging technologies, such as 
renewable energy and electric vehicles, are 
gaining prominence in China. For instance, 
insurers may develop specialised coverage 
for solar panel installations, wind farms, 
or electric vehicle charging infrastructure. 
As the country pursues its ambitious 
carbon neutrality targets, insurers have a 
unique opportunity to develop and offer 
these cutting-edge insurance solutions 
catering to the burgeoning renewable 
energy sector and the rapidly expanding 
electric vehicle market.

Regulatory compliance 

In response to the Green Finance Guidelines for the banking and insurance industry, Chinese 
insurers are required to adapt their practices and ensure compliance with these continuously 
evolving regulations. These guidelines aim to promote sustainable development by 
encouraging the integration of ESG factors into business operations, investment decisions, 
and risk management processes. Chinese insurers must pay close attention to these 
guidelines and work proactively to meet the expectations set by regulators.

In addition to the domestic guidelines, Chinese insurers should also consider global 
frameworks, such as the Taskforce on Climate-related Financial Disclosures (TCFD), 
which offers a standardised approach to disclosing climate-related financial risks and 
opportunities. By aligning with international guidelines and best practices, Chinese insurers 
can demonstrate their commitment to global ESG standards and improve their credibility in 
the international market.

Moreover, staying informed about and adhering to regional or international ESG guidelines 
is essential for Chinese insurers to effectively manage risks and capitalise on opportunities 
arising from the global transition to a low-carbon and sustainable economy.

“  Chinese insurers need to 

adapt to the changing 

legal environment, 

creating ESG-aligned 

products to meet 

sustainability demands.

“

Li Jiao, Partner, Buren 

“  China’s insurers are instrumental in driving green finance 

and carbon-neutral investments, shaping a more sustainable 

economy. 

“

Li Jiao, Partner, Buren 

“  Chinese insurers are compelled to adeptly navigate the 

complex landscape of domestic and international ESG 

regulations, enabling them to effectively mitigate potential 

risks while simultaneously capitalising on emerging 

sustainable opportunities. 

“
Jan Holthuis, Partner, Buren

Decarbonisation of investments and 
underwriting portfolioS

The CBIRC has issued policy guidance for the decarbonisation of investment and underwriting 
portfolios. Within the Green Finance Guidelines for the banking and insurance industry, 
insurance companies are urged to bolster their support for green, low-carbon, and circular 
economies. The board of directors or council of an insurance company is accountable for the 
company’s green finance initiatives.

Insurance companies should refine their investment policies, focusing on promoting carbon 
peaking and neutrality, backing clean and low-carbon energy systems, and advocating green 
and low-carbon technologies. In asset management, projects with high energy consumption 
and emissions should be restricted to avoid indiscriminate development. The identification, 
assessment, and management of risks associated with high carbon assets must be reinforced, 
with the ultimate aim of achieving a carbon-neutral asset portfolio.

On the underwriting side, green insurance products are being employed to promote 
sustainable development. For instance, China Pacific Insurance has underwritten clean 
energy projects such as offshore wind power and photovoltaic power facilities, demonstrating 
how the industry is adapting to encourage environmentally responsible practices.
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ARKKey ESG issues:

Stricter underwriting 
guidelines for carbon-heavy 
industries

Guidelines for using 
sustainable products in 
property insurance 

Pricing of insurance for 
electrical vehicles

denmark
Currently in Denmark, the public impact and knowledge of ESG is still 
limited. However, ESG has begun to grow in importance for the larger 
insurers with regard to adjusting strategy towards investments as well as 
underwriting. 

Copenhagen, Denmark

In underwriting specifically, this has, for example, resulted in insurers setting the premia for electric cars at a 
comparably lower rate than petrol or diesel cars in order to support the transition towards electric vehicles, 
even if repairs on electric cars are (in general and on average) more expensive.

Further ESG requirements have led insurers to become stricter with underwriting policies, particularly for 
heavily energy-dependent industries and carbon heavy manufacturers. This has – on the other hand – 
prompted a push-back from brokers, stating that there is a de facto “ban” on underwriting certain lines, 
leading to the policyholders having to either accept large premium increases (non-claims related) or going 
abroad for cover.

35
Registered firms

Value of Premia

insurance 
industry at 
a glance

very low

Dkk65 

€8.7
Billion

Billion
(Non-life)

The Economist 
Intelligence 
Unit’s ESG 
Rating
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Stricter underwriting 
guidelines for carbon-
heavy industries  

In March 2023, WTW issued a sharp criticism 
of the Danish insurance industry due to it 
experiencing major difficulties in obtaining 
cover for carbon-heavy industries such as 
power plants and plastic manufacturers. 
WTW stated that these lines of business were 
met with either an unwillingness to underwrite 
these types of risk or exorbitant increases in 
premium based on the insurers referring to 
their ESG goals. 

The insurers reacted differently to 
the criticism. Although one large insurer 
admitted that some lines were excluded from 
underwriting due to ESG guidelines, other 
insurers denied that this was the case. 

It is still a dilemma for insurers and brokers 
whether ESG guidelines and policies can 
exclude entire businesses from (locally 
underwritten) insurance. This is particularly 
the case during a time of rising energy prices 
and inflation. 

Guidelines for using sustainable products in 
property insurance 

High inflation and massive increases in costs for construction due to the Russian invasion of 
Ukraine have, along with already adapted policies for sustainability, prompted further guidelines 
for insurers and contractors to use climate-friendly materials and reusable materials for 
construction. 

This has led to significant short-term price increases for property insurance. However, in the 
long-term it is expected to lead to a reduction of prices and premia. 

“  Insurance for electric cars has become competitive in 

Denmark, with several insurers giving special discounts on 

premia not reflecting the cost of actual claims. 

“

Jesper Ravn, Partner, ARK Law Firm

Pricing of insurance for electrical vehicles

After the introduction of steep taxation for electric cars above DKK 400.000, their sales 
slowed quickly, while insurers were setting premia for electric cars based on “normal” 
principles. This meant that premia were set to reflect the claims, which were often very 
high for electric cars (partial damage as well as total loss). 

However, to support sales of electric cars, several of the major insurers have introduced 
special (reduced) premia that do not actually reflect the risk for this segment of vehicles.

“  Insurers are in a dilemma at a time of inflation and war, 

they wonder whether to still follow guidelines for using 

sustainable products in construction claims. 

“

Jesper Ravn, Partner, ARK Law Firm

“  Danish insurers are under 

pressure from brokers 

for not accepting carbon 

heavy industries due to 

ESG goals, forcing entire 

lines of industries to 

look abroad for cover. 

“

Jesper Ravn, Partner, ARK 

Law Firm
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finland
Socrates Attorneys Ltd

It has been a turbulent year for Finland with a change in government, 
inflation, interest rates, the looming banking crisis, the war in Ukraine, 
and Finland’s NATO bid making the headlines. The insurance sector has 
remained stable and is locally expected to do well even in hard times. A 
relatively large part of the domestic product in the insurance sector is in 
statutory insurance which makes the sector somewhat less vulnerable 
to some financial risk scenarios.

ESG related topics have become increasingly present in all levels of society. Larger Finnish insurers have 
recently taken visible steps in that regard including implementing new client guidance and incorporating 
new policy wordings to exclude clients who do not fulfill their ESG criteria, based on factors such as 
the UN Principles of Sustainable Insurance. Very recently, a Finnish insurance company organised an 
extensive cross-border study on ESG development in European insurance practice to improve and adjust 
its own program.

The window for ESG-related claims against the private sector is still quite narrow, as only a few situations 
allow definite legal remedies against violations of ESG obligations, let alone moral demands surrounding 
ESG. This may change when EU-level regulation comes into force in the near future. 

Key ESG issues:

First climate claim

ESG and D&O 

Implementing the 
Whistleblowing Directive

billion

Päijänne lake, FinlandValue of Premia

64
€23,1
billion

insurance 
industry at 
a glance

Registered firms

very low
The Economist 
Intelligence 
Unit’s ESG 
Rating
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ESG and D&O 

Finnish companies have increasingly been 
implementing ESG-related factors into their 
business operations and governance. As a 
director of a limited company is only liable 
in certain situations under the Limited 
Liability Companies Act, the impact of ESG 
in the core area of D&O liability has still 
been somewhat restricted. It is also notable 
that the level of shareholder activism is 
low, and group claims are practically non 
existent in Finland.

On D&O, a variety of risks are still relevant 
as the EU and the Finnish government are 
rapidly introducing regulation, which also 
increases the personal risk to directors 
of becoming subjects of ESG-connected 
investigations. Aside from the more 
traditional crimes, such as employment 
offences relating to work safety, there have 
recently been many landmark investigations 
and proceedings against directors 
personally concerning discrimination, data 
protection and environmental crimes. 

“  There is generally a big 

difference in relevance 

of D&O coverage for 

ESG risks between 

simple SME products and 

more tailor-made D&O 

protection. 

“

Justus KÖnkkÖlÄ, Partner, 

Socrates Attorneys Ltd

“  New regulation 

represents another 

hurdle for corporations 

and their directors – 

again something to be 

discussed from a D&O 

perspective. 

“

Robert BÜtzow, Attorney 

at law, Socrates 

Attorneys Ltd

“  A visible change in mindset 

is clear, and cases against 

the public sector may 

well be just the start, 

with private sector claims 

to follow, at least for 

publicity purposes. 

“

Silja TÖyrÄlÄ, Associate, 

Socrates Attorneys Ltd

First climate claim

Greenpeace and The Finnish Association 
for Nature Conservation have very 
recently filed a claim against the Finnish 
Government, on the grounds that the 
target set in the legislation to be fully 
carbon neutral by 2035 is threatened by 
government failings. This is the first true 
climate inaction court case in Finland. 

It may become a short one, though, as 
the court needs to first consider whether 
the relevant decision of the government 
can be subject to such a claim in the first 
place. Similar processes against private 
individuals are yet to be seen. They would 
also face apparent legal obstacles at least 
until the Corporate Sustainability Due 
Diligence Directive is enacted, as there are 
quite few legal norms on which such claims 
can be effectively based. 

Implementing the 
Whistleblowing 
Directive

In Finland, national legislation implementing 
the Whistleblowing Directive entered 
into force on 1 January 2023. There is 
a transition period relating to company 
size, with all companies covered by the 
legislation set to comply with the legislation 
by 17 December 2023.

The reporting topics contain not only 
those mentioned in the directive but also 
breaches of national law, with certain 
limitations regarding public procurement 
and public health. Companies with fewer 
than 50 workers are not obliged to establish 
internal reporting channels. However, an 
internal reporting channel must always be 
in place if the entity operates within the 
scope of the Anti-Money Laundering Act 
(444/2017).
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FRANCE
Byrd & Associates 

In France, the Energy Transition for Green Growth Act of August 2015, 
as well as the PACTE Law for Growth and Transformation of Companies 
of May 2019, initiated the consideration of social and environmental 
issues into the economic and legal landscape. Market participants were 
encouraged to become more responsible and transparent about their 
social and environmental impact in order to adopt a more sustainable 
strategy. 

This wave of “para-economic” responsibility has major implications for the insurance sector. It has had 
to readjust its business strategy and promote ethics in line with the fundamentals of corporate social 
responsibility in order to be more in tune with present-day values.

French insurers have adopted new commitments known as “RSE” – the French equivalent of the international 
acronym ESG, albeit with some nuances. These commitments are based on the implementation of mechanisms 
which promote environmental protection and ecological transition and increase diversity and social inclusion. 

Whilst these new commitments may at first sight appear economically “restrictive” for insurers, they are 
actually a real instrument for risk anticipation.

Key ESG issues:

Decarbonisation of 
underwriting portfolios

New insurance products – 
parametric insurance 

Diversity – ongoing 
measures against the 
gender gap in French 
companies

Value of Premia

740
€260
billion

Menton, Cote d’Azur, South of France

insurance 
industry at 
a glance

Registered firms

very low

18

RISK Radar report: The esg edition  |  MaY 2023



Diversity – ongoing measures against the 
gender gap in French companies

Since 2011, France has been promoting a range of laws on gender balance and professional 
equality: the law of 27 January 2011 targets equal representation of women and men on boards 
of directors, supervisory boards and on professional equality. Listed companies with more than 
500 employees or with a turnover of more than 50 million euros must have a 40% quota of 
women on their board of directors and supervisory boards. This law has been extended to 
included mutual insurance companies governed by the French Insurance Code.

The law of 4 August 2014 for real equality between women and men introduced the 
principle that companies must strengthen their company and branch negotiations to promote 
professional equality. They must also respect the reform of parental leave and promote the 
sharing of parental responsibilities.The law of 5 September 2018 on the freedom to choose 
one’s professional future states that companies must ensure equal pay for men and women 
for the same work or work of equal value. Companies with 50 or more employees must publish 
annually a “gender equality index” and the actions implemented to promote it. And finally, Law 
no. 2021-1774 of 24 December 2021 is aimed at accelerating economic and professional 
equality. Every year, companies with more than 1,000 employees have to publish any gaps in 
representation between women and men among their senior executives and members of their 
governing bodies on their websites. These requirements are now set out in the French Labour 
Code. This law imposes quotas of 30% of female executives and 30% of female members of 
management bodies by 2027, with quotas expected to reach 40% by 2030. Failure to comply is 
subject to a financial penalty.

New insurance products – parametric insurance 

Climate change and the increase of natural disasters have led French insurers to adapt 
their products. Therefore in France, new insurance products, such as parametric insurance, 
are emerging. Thanks to their simplicity, efficiency of execution, and avoidance of costly 
intervention of loss adjustors, parametric insurance policies are being promoted in France. 
This is particularly true in the substantial agricultural and wine sectors, which are especially 
subject to adverse climate and weather conditions. Nevertheless, parametric insurance 
products are still not well developed in France and lack statutory guidance. According to some 
commentators, in the absence of any specific regulations, the general principles of insurance 
law would apply to these policies.

Decarbonisation 
of underwriting 
portfolios

In light of the recent international and 
national measures, such as the Paris 
Agreement (in force since 2016) and 
the IPCC reports (Synthesis Report has 
appeared in March 2023), French insurers 
have developed more “decarbonised” 
investments.

These new ways of investing are mainly 
reflected in increasing investment in 
renewable energy/green bonds and in the 
significant decline, even the total exclusion, 
of investment in fossil fuel companies or 
others with a high carbon footprint.

This has resulted in a new approach  
in insurers’ investment portfolios.  
For example, the French insurer AXA had 
committed not to invest in mining companies 
with carbon production exceeding 20 million 
tons or that supported petroleum exploration 
projects. 

The French insurance giant also 
announced its desire to make 26 billion euros 
of green investments by the end of 2023.  
For its part, the insurer MAIF announced the 
inclusion of ESG criteria for more than 82% 
of its assets from 2019. Alliance France has 
also taken similar measures.

However, in France, these “decarbonised” 
investments are still considered weak. 

In 2022, the French supervisory 
authorities for banking and insurance 
and financial markets (ACPR and AMF 
respectively) reported the lack of carbon 
neutrality of insurers, a phenomenon 
probably linked to the inclusion of gas 
and nuclear power in the EU’s list of 
“sustainable” activities.

“  France has implemented a number of legal instruments in 

the past few years to promote diversity and achieve full 

professional equality on gender. However, inequalities  

still exist. 

“

Robert Byrd, partner, Byrd & Associates

“  French insurers’ 

investment portfolios 

increasingly reflect a 

move away from high 

carbon emitting activities 

and a move towards what 

are broadly referred to 

as “green” investments. 

“

Robert Byrd, partner,  

Byrd & Associates

“  Parametric insurance products are being increasingly 

promoted by French insurers, particularly in the 

agricultural and wine sectors which reflects insurers’ 

determination to adapt their products to the increase in 

climate-related risks. 

“

Robert Byrd, partner, Byrd & Associates
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germany
ARNECKE SIBETH DABELSTEIN

Market developments show that sustainability aspects are becoming 
increasingly relevant. Insurance companies that are already directly 
affected by ESG regulation must report on defined sustainability criteria in 
their products and in their company. 

In a world increasingly shaped by sustainable values, the value of a company and its product will increasingly 
depend on its ability to provide transparent and credible information about the sustainability of the company 
and its service. As a result, sustainability and sustainability-related disclosure already play a decisive role 
that will become ever-more important. 

For companies in the insurance industry, the inclusion of sustainability criteria in their core areas of activity 
is essential for future competitiveness, not least to avoid reputational damage. 

A clear example of this is the ever-increasing number of stakeholders who are committing to the Poseidon 
Principles for marine insurance. These principles create a common global baseline that is consistent with 
and supportive of society’s goals to better enable insurers to quantitatively measure and assess the carbon 
footprint of their marine underwriting portfolio. 

Insurance intermediation is also directly affected. Since August 2022 in Germany, the customer’s 
sustainability commitment must be clarified before intermediation of insurance-based investment products 
can begin. Although initially the details of this were unclear, the German Institute for Standardisation (DIN) 
has recently produced guidelines that provide seven questions by which intermediaries can meet these 
requirements. 

The German Supply Chain Act (effective 1 January 2023), must also be obeyed by the insurance industry, but 
all stakeholders were easily able to adapt to it.

Hamburg, Germany

Key ESG issues:

Stakeholder pressure 

Regulation such as 
Taxonomy and Supply  
Chain Act 

Claims

insurance 
industry at 
a glance

591
Registered firms

Value of Premia

€225.87 
Billion
Excluding reinsurance

very low
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Regulation such as Taxonomy and Supply Chain Act 

The increasing regulatory and supervisory requirements from EU regulations and directives, 
which prescribe the disclosure of certain sustainability-related information (quantitative and 
qualitative), are already directly affecting insurance companies. The Sustainable Finance 
Disclosure Regulation (SFDR) requires insurance companies to make publicly available 
information on their strategies for incorporating sustainability risks into their investment 
decisions. 

Sustainability risks are any ESG event or condition which could have a material adverse 
effect, actual or potential, on the value of the investment. Examples include natural disasters 
or violations of human rights. 

In 2023 the German Supply Chain Act came into effect, with its direct environmental and 
human rights obligations for every company with more than 3,000 employees. The insurance 
industry has adapted well to this legislation. The Taxonomy Ordinance, with its obligation 
to ask the customer for their sustainability preference, was not as easily introduced as it 
was originally unclear how to comply with its obligations for insurance (based investment 
products) intermediaries.

Claims

Sustainability risks associated with 
ESG must be considered holistically 
and equally. The EU taxonomy and 
disclosure regulations lay out how to 
apply them in risk analysis and strategy. 

In terms of environmental 
sustainability risks, changing 
climate conditions are the primary 
consideration. Extreme weather events 
such as heavy rainfall or storms must 
be considered especially when dealing 
with traditionally insured property such 
as real estate. It is important to assess 
which risks are increasing in which 
areas. As such, insurance companies 
must continue to be sensitive to 
scientific findings to continuously adapt 
their internal models, with consideration 
of climate forecasts impacting possible 
loss scenarios.

“  Customers and policyholders find the ESG compliance of 

products important, but sustainable insurance products are 

still lagging far behind traditional products. This is largely 

due to the lack of a clear definition of ‘sustainability’. 

“

Dr. Carolin Schilling-Schulz, partner, Arnecke Sibeth Dabelstein 

“  Regulatory requirements are too vague and often leave 

market participants in the dark about their concrete 

obligations. Guidelines and certifications are becoming 

increasingly important. 

“

Dr. Carolin Schilling-Schulz, partner, Arnecke Sibeth Dabelstein 

“  In recent years, there has 

been a massive increase in 

environmental litigation 

in Germany (e.g. a Peruvian 

farmer’s lawsuit against 

RWE). This trend has had 

a significant impact on 

insurers, for example in 

D&O insurance. 

“

Dr. Quirin Vergho, partner, 

Arnecke Sibeth Dabelstein 

Stakeholder pressure 

The attention from all stakeholders on sustainability issues relating to investments such as 
life insurance will increase the indirect pressure on insurance companies to act. 

In parallel to the requirements for sustainable products, greater clarity on the commitment 
to ecological and social impacts is anticipated, starting with the insurance company itself. It 
is important to note that sustainability must be considered in two directions: of the product 
and of the company itself. 

Sustainability is increasingly becoming an important decision criterion for investors. The 
future success of insurance products will be increasingly linked to how these incorporate 
environmental and social aspects.
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INDIA
Khaitan Legal Associates

The insurance industry has a pivotal and influential position in promoting 
ESG in India. Insurance companies are now aiming to achieve a competitive 
edge through sustainable products. In India, there is a clear opportunity for 
insurance companies to use their sustainability credentials to accelerate 
growth and attract new clients. 

insurance 
industry at 
a glance

Insurance companies

Reinsurance companies

Value of Premia

56
12

Rajasthan, Jodhpur, the blue city, India

War risks, risks from climate change, issues emerging from working from home, moonlighting jobs, and 
increasing liability of directors, officers and auditors – are all risks that potentially arise in the ESG space. 

With ESG issues needing widespread and long-term action, ESG must be treated as more than just a 
secondary activity. For example, as per Global Reporting Initiative (GRI) standards and United Nations 
Sustainable Development Goals, insurers too are now required to publish an ESG report annually stating 
ESG related initiatives they have undertaken. This brings a sense of accountability among the Indian insurers 
and paves the way for adequate ESG measures. 

Key ESG issues:

Stakeholder pressure 

Environmental risks 

Underwriting sustainability 

USD$

110
billion

moderate
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“   ESG is more than ticking 

boxes. It’s about making 

a difference – for the 

business and all its 

stakeholders. 

“

Sakate Khaitan, Senior 

Partner, Khaitan Legal 

Associates

Environmental risks 

Climate change is one of the most potent 
challenges the Indian insurance industry 
has faced in recent times.

Insurers in India are now moving towards 
incorporating climate-related risks in 
underwriting and investment policies, for 
example the reduction of Greenhouse 
Gases (GHG) emissions from thermal 
coal will facilitate the transition towards  
a cleaner future. 

Many insurers in India intend to stop 
providing insurance or risk management 
services for new thermal coal mines or 
major pollutants, and for prospective clients 
that derive a significant amount of revenue 
from mining thermal coal. There is also a 
growing shift towards renewable energy. 
This emphasises the changing priorities 
for insurance companies, who are now 
actively pursuing environmental and social 
benefits in under writing  as well as in their 
investment decisions.

Stakeholder pressure 

The insurance industry is witnessing 
increasing pressure from the stakeholders 
(i.e., regulators, investors, insurance 
intermediaries, policyholders etc.) to fully 
integrate ESG factors, including societal 
impact, environmental sustainability, 
inclusive growth, and healthy working 
environments, into their businesses. 

The Insurance Regulatory and 
Development Authority of India (IRDAI) 
has been proactive in its approach to push 
insurance companies to implement ESG 
specific requirements. Insurers are required 
under specific guidelines to regularly 
monitor their internal policies and it must 
include safeguarding ESG risks involved. 

There is also increasing pressure on 
insurers at a board level, as the priority of 
management is shifting towards treating 
data privacy as an important indicator of 
a company’s ability to provide sustainable 
and ethical growth.

The Indian insurance industry must take  
a multistakeholder approach to ESG, looking 
at it with a 360-degree view. 

Underwriting 
sustainability 

According to the Climate Risk Index 
2023, India is among the top three 
most exposed countries in the world to 
extreme weather events.

The Indian insurance market also has 
been affected by various environmental 
and social factors in recent times. Issues 
ranging from water scarcity to reducing 
CO2 emissions and meeting demands 
to create renewable sources of energy 
have paved the way for efficient and 
empathetic insurance underwriting. 

There is a perception that the 
traditional underwriting approaches are 
not enough to identify complex risks that 
come with climate change and that it is 
hard to assess the wide range of risks 
from climate change. 

As a result, underwriters are now 
expected to change their underwriting 
standards according to ESG principles, 
and are now required to focus on 
reducing insurers’ exposure.

“  Insurers’ ESG strategies 

need to revolve around 

improving the climate 

risk resilience of insured 

customers, businesses, 

and properties. 

“

Sakate Khaitan, Senior 

Partner, Khaitan Legal 

Associates

“  Insurers’ will need to 

transition from the 

traditional underwriting 

approach and base 

underwriting decisions 

while keeping ESG in mind. 

“

Sakate Khaitan, Senior 

Partner, Khaitan Legal 

Associates
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ireland
BEALE & CO

There is a growing awareness of ESG as an important topic within the Irish 
insurance market. As well as the impact on profitability, insurers are being 
forced to meet tighter regulatory requirements. The largest difference for 
organisations has come from regulatory costs, pressure for profitability, 
and reporting requirements. 

As the fifth largest market for insurance in the EU, Ireland is a well-regarded international hub for the 
industry. Ireland’s regulatory bodies are informed on ESG-related issues by developments at the EU level. 
There is a strong awareness of ESG issues at certain levels of the industry, but this varies significantly 
by role.

One key challenge (and opportunity) for the industry is how insurers respond to the changing and 
emerging risk landscape, and begin investing in a transition towards sustainable businesses, economies 
and societies. 

Blasket Island, County Kerry, Ireland

Key ESG issues:

Regulation

Stakeholder pressure

Social inequality

insurance 
industry at 
a glance

133 
Registered firms

Value of Premia

€15.5
Billion

Very Low
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“   It has never been more 

important for insurance 

companies to recognise 

the role they play and to 

understand how issues 

of social inequality must 

impact their assessment of 

their insured’s response 

to these issues. 

“

Sarah Conroy, PARTNER, 

BEALE & CO

STAKEHOLDER PRESSURE 

Insurers are facing increased pressure from stakeholders, according to a report from 
Sustainable Finance Ireland (SFI) released in March 2023. The report also acknowledged the 
scale of regulatory change at a local and European level and recognised the need to improve 
awareness of ESG matters within the insurance industry. 

According to the report, 59% of Irish insurers stated that stakeholders had started asking 
them about their ESG performance, while 37% had lost work due to ESG issues within the 
business.

A key observation in the report is that reporting should cover both the risks posed to the 
company by sustainability, and the risks posed to society and the environment by the company’s 
actions. Above all, communication should prioritise important stakeholder concerns.

ESG REGULATION 

Regulation of ESG matters is becoming 
an increasingly important consideration 
for Irish insurers. In November 2021, the 
Governor of the Central Bank of Ireland 
outlined their supervisory expectations on 
climate and other ESG issues, which include: 
• Governance – Firms should openly 

demonstrate board ownership of risks that 
impact their firm and promote a culture 
that focuses on ESG-related issues

• Risk Management Framework – Firms 
need to understand the impact that ESG-
related issues can have on the risk profile 
of the firm, and need to enhance their 
existing risk management frameworks 
to ensure robust risk identification, 
measurement, monitoring and mitigation

• Disclosures – Insurers must be 
particularly wary of practices such 
as “greenwashing” where a company 
exaggerates its environmental credentials 
to attract investment.

The Governor noted that these key areas 
may evolve with international developments 
and would also be informed by individual 
experience. 

“  The governor of the 

Central Bank of Ireland 

has made it clear that 

insurance companies must 

take an increasingly active 

role on ESG. 

“

Sarah Conroy, Partner, 

BEALE & CO

the importance of 
social responsibility

In mid-2017, Ireland’s first National Plan 
on Business and Human Rights was 
released, in which it outlined legislation 
to support the CSR frameworks within 
the insurance industry. There is a clear 
shift of responsibility to respond to social 
inequality onto businesses, that are likely to 
come under greater scrutiny from an ESG 
perspective.

The SFI report stated that the number of 
insurers that expect that social issues will 
be incorporated into company policy and 
strategy reached 69% in March 2023. This 
reflects their clients’ desire for these firms 
to consider social issues when making 
investment decisions. The report shows that 
53% of consumers believe it is important 
that a company has a positive record of 
social responsibility and good corporate 
governance.  
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ITALY
BTG Legal

The EY Sustainable Finance Index (the global benchmark that compares 
more than 1,100 financial services companies worldwide in relation to 
ESG parameters) ranked Italian insurance companies first in the world 
for reducing and limiting their environmental impact (8.4 out of 10) and 
for energy management and climate change. 

Key ESG issues:

Regulation

Climate risk management

Sustainable investments

Amalfi coast, ItalyValue of Premia

250
€110

€40
billion

billion

insurance 
industry at 
a glance

Registered firms

The role of companies, and insurance companies specifically, is crucial to the process of ecological 
transition, as they provide a strong incentive to increase “green” choices. Italy was one of the first countries 
in the world to focus on ESG issues. According to a 2022 estimate, about 78% of people in Italy declared 
that their choice of insurance company was based on its environmental impact and about 62% would be 
willing to pay a higher premium for products with a positive environmental impact. Moreover, those most 
interested in sustainability appear to be women and young people. However, only 11% of Italians held 
investments in ESG-related products in 2022. Although, this percentage is expected to increase.

Life insurance

low
The Economist 
Intelligence 
Unit’s ESG 
Rating

26

RISK Radar report: The esg edition  |  MaY 2023



RISK Radar report: The esg edition  |  MaY 2023

Regulation 

In Italy, there is no national legislation 
on ESG. On the contrary, such legislation 
is provided at European level, with the 
adoption of regulations on sustainability 
reporting in the financial services sector 
(SFDR – Sustainable Finance Disclosure 
Regulation), subsequently integrated and 
amended by Regulation (EC) No. 2020/2852 
(TR – Taxonomy Regulation). The new 
Article 8 defines adequate disclosure 
without duplication of other requirements 
and with due regard to the availability  
of data.

Regulation (EC) No. 2020/2852 introduced 
a new structure of eco-friendly economic 
activities into the European regulatory 
system, which consists of a classification of 
activities that can be considered sustainable 
on the basis of EU environmental objectives 
and other social clauses. 

Most Italian insurance companies have 
included in their offering products classified 
as Articles 8 or 9 according to SFDR (the 
former “promotes” ESG characteristics 
and the latter establishes measurable  
ESG “objectives”).

Moreover, a proposal for an amendment to 
the ITS (Implementing Technical Standards) 
on the integration of ESG indicators into 
quantitative solvency reporting models is 
currently being drafted by the EIOPA for 
European institutions.

Sustainable investments

Most Italian insurance companies have incorporated sustainability criteria into their investment 
decisions. The ability to combine social and environmental impact with a fair financial return is 
the main motivation for insurance companies to invest in ESG. 

As expected, the regulatory environment is also evolving and requires European 
companies to declare how their assets align to regulation. Indeed, in the EU, investment in 
financial instruments that meet high ESG standards is becoming increasingly important, as 
is the disclosure of climate-related information about the underlying assets in structured 
financial instruments.

Indeed, most Italian insurance companies include products classified as Articles 8 or 9 of the 
SFDR in their offerings. Sustainable investment policies cover the majority of total investments 
and are applied through various ESG strategies, with a prevalence of exclusions. Less widespread, 
but still relevant, is the engagement strategy, promoted through the numerous national and 
international initiatives.

“  Italian insurance 

companies will have 

to adopt measures to 

ensure compliance 

with the regulation, 

and implement new ESG 

reporting systems. 

“

Giorgio Grasso, Senior 

Partner, BTG LEGAL

“  Italian insurance companies could adopt a strategy of 

investment diversification and risk spreading through 

reinsurance. 

“

Alberto Batini, Senior Partner, BTG LEGAL

“  For Italian insurance companies, sustainable investments 

represent an opportunity to achieve financial and risk 

management benefits. 

“

Silvia Traverso, Senior Partner, BTG LEGAL

Climate risk management

Climate change is leading to an increased number of extreme weather events such as floods, 
fires, storms and droughts. Insurance companies need to adopt a climate risk management 
strategy that includes assessing the risk, mitigating it, diversifying investments and spreading 
the risk through reinsurance. A growing number of consumers want to make lifestyle choices 
that help mitigate environmental impact and adapt to its consequences in Italy and elsewhere. 
This could include weather alerts, a ‘repair rather than replace’ programme for home appliances 
and mobile phones, or even discounts on insurance premiums for homeowners who reduce the 
energy consumption of their homes. Consumers are also expected to be willing to pay more for 
insurance products that have a positive impact on the environment.
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MOLITOR Avocats À la Cour

Legislative elections will be held in Luxembourg in October of this year. 
In light of this, the Association of Insurance and Reinsurance Companies 
of the Grand Duchy of Luxembourg (ACA) published a document entitled 
“Legislative elections 2023: the nine priorities of Luxembourg (re)
insurance” in which it brings the key issues for the (re)insurance industry 
to the attention of the political parties in view of the upcoming elections.

In this document, the ACA uses the example of ESG regulation to illustrate the risk of overregulation and 
gold plating. One of the ACA’s demands is to also set up a sustainable Luxembourg pension product in 
order to increase the use of collective and individual pensions.

Key ESG issues:

Avoiding overregulation and 
the ‘gold plating’ effect

Proposal for a new 
sustainable pension product

Implementation of 
scenarios related to climate 
change risks in the ORSA 
report

Registered firms

Value of Premia

280
€57
billion

Adolphe bridge, Luxembourg City

Luxembourg
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a glance
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“  An aging population and the resulting sustainability of 

pensions is a major challenge for Luxembourg. Relying 

solely on the statutory pension may not be sufficient and 

awareness of the other two pension pillars must be raised in 

anticipation of deficits for future generations. 

“

Sophie Lamothe, Counsel, MOLITOR Avocats À la Cour 

Avoiding 
overregulation and the  
‘gold plating’ effect

As the ACA points out, overregulation 
is becoming an increasing challenge 
for (re)insurance companies operating 
in Luxembourg. One example is the 
implementation of ESG criteria and codes 
of conduct. In light of this, the Luxembourg 
regulator (the CAA) published an 
information note dedicated to the regulatory 
issues relating to sustainable finance. The 
CAA wanted to highlight to the national 
operators, new and upcoming regulations 
that would have an impact on them. It noted 
the numerous challenges for integrating 
sustainability elements into the activities 
of the insurance sector and the evolution of 
regulation related to climate-change risks. 

The regulator drew up a table 
summarising the texts on sustainable 
finance that should be considered by the 
Luxembourg insurance operators, while 
also revealing what the CAA’s expectations 
are towards these operators. The note 
additionally specifies that the CAA will 
gradually take steps towards including 
checks and ensuring compliance with these 
regulatory developments. 

“  The preservation of 

the international 

competitiveness of the 

Luxembourg insurance 

sector, and therefore of 

the companies and jobs 

linked to it, depends on 

the rapid implementation 

of the European 

directives at national 

level and the avoidance 

of gold plating. 

“

Michel Molitor, Managing 

partner, MOLITOR Avocats  

À la Cour 

“  Efforts have been made by operators, but more needs to be 

done to comply with governance and climate change risk 

assessment obligations. 

“

Ariane Wourwoukas, Senior Associate, MOLITOR Avocats À la Cour 

Implementation of scenarios related to climate 
change risks in the ORSA report

The CAA recently published a state of play on the implementation of sustainability aspects 
in the ORSA report of national operators. Analysis of the ORSA report confirmed the growing 
awareness of climate change risks by companies between 2019 and 2021. When the ORSA 
report was carried out in 2019, life, non-life, and large reinsurance companies dealing with 
these risks represented only between 19% and 33% of the panel depending on the sector of 
activity, compared with between 42% and 76% during the 2021 exercise. However, the CAA 
notes that there is still room for improvement, particularly with regard to the climate change 
risk scenarios specific to each company, and the consideration of sustainability elements as 
an overall solvency requirement. Following the recent publications from EIOPA and the CAA, 
the CAA expects a deeper integration of these risks in the next ORSA reports from all national 
operators and encourages all operators under its supervision to make the necessary efforts to 
improve this coverage rate. 

Finally, the CAA emphasises that the ORSA must include an analysis of the impacts of 
climate change on all activities and specific stress tests for the companies concerned 
(depending on their level of exposure). In this context, the CAA warns that the prospective 
long-term analyses required for this exercise may lead to developments that the CAA asks 
companies to anticipate, particularly with regard to actuarial projection models and related 
technical expertise.

Proposal for a new sustainable pension product

The ACA has urged the government to actively encourage the use of group supplementary 
pensions and individual retirement plans. Concerning this last pension pillar, the ACA is 
particularly supportive of the implementation of a sustainable Luxembourg pension product. It 
specifies that “the transition to a low-carbon, climate-resilient economy over the next 20 years 
will require significant investment and, therefore, sources of private capital on a much larger 
scale than before.” 

Therefore, a more sustainable approach to finance should be developed by helping individuals 
achieve their long-term financial goals, including through personal pension savings plans 
(premiums paid into a private pension plan, at the initiative of the taxpayer).

The ACA proposes the creation of a Luxembourg green pension product for its residents 
and taxpayers. The product should have the following characteristics: (a) a flexible investment 
strategy; (b) be composed of long-term savings products; and (c) management that operates 
under the principle of sustainable investment. 
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mexico
Ocampo 1890

ESG guidelines and criteria are playing an increasingly important part in 
the Mexican insurance market.  

The ESG trend with the greatest impact relates to the companies’ attitudes to socially responsible conduct, 
while their environmental responsibility is increasingly considered in settling disputes. This increased 
scrutiny on insurers has repercussions in Mexico for underwriters, who are paying more attention to  
ESG concerns.

Mexico is entering a phase where insurers’ decision making in this area is increasingly traceable because of 
the digitisation of stakeholder information. 

Tulum Mayan Ruins, Mexico

insurance 
industry at 
a glance

114
Registered firms

Value of Premia
(2021)

$35.1
billion

Key ESG issues:

Human rights and  
non-discrimination

Measures to track 
environmental impact

The expectations of the 
Taskforce on Climate-
Related Financial 
Disclosures (TCFD)  
for Mexico
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Human rights and 
non-discrimination

In Mexico, as in the rest of the world, 
human rights are becoming an increasingly 
important consideration for companies 
who want to be seen as socially responsible. 
There is also  the added complication of the 
judicial system’s protectionist tendency to 
safeguard individuals against bad practice, 
which is having a significant impact on the 
insurance market.

As a result, there is an additional 
requirement for insurers to provide guidance 
on good social practices when engaging 
with insurers, to ensure that they select 
suitable risks that match the insureds’ 
priorities. The end result of this is that 
insurers are more cautious in their selection 
of risks, especially within the liability sector.

Measures to track environmental impact

Given the increasing relevance of ESG criteria in the insurance market, insurers in the energy 
space and energy companies will have to prioritise their reporting of their environmental 
impact. There will also be increased focus on developing alternatives that represent 
sustainable practices for the insurance industry to better underwrite climate risks. 

Furthermore, the reduction of methane emissions and care of protected areas from 
energy practices will be more important and subject to a greater level of scrutiny.  As 
several insurers are already beginning to issue internal policies not to insure companies 
with unsustainable practices, reporting and data measuring environmental impact and 
carbon footprint will become more relevant in the sector.

“  The requirement for data to measure the environmental impact 

of companies will become increasingly important for insurers’ 

decision making. 

“

Marco Antonio Tapia, Ocampo 1890

“   The issuance of TCFD guidelines and reports in Mexico will 

become more important as environmental risk products 

become more innovative. 

“

Marco Antonio Tapia, Ocampo 1890

“  Corporate due diligence 

is an increasingly 

important element of 

ESG that insureds must 

comply with to increase 

their profitability and 

insurability. 

“

Marco Antonio Tapia, 

Ocampo 1890

The expectations of the Taskforce on Climate-
Related Financial Disclosures (TCFD) for Mexico

As more ESG criteria continue to appear, the Mexican regulatory environment is also taking off. 
Nowhere is this more true than in the space around the Taskforce on Climate-related Financial 
Disclosures (TCFD). Insurance companies are issuing more and more guidelines and public 
knowledge reports containing the risks and the taxonomy of risks in environmental matters. 

The arrival of better reports and regulation in this sector will be welcomed, with the leading 
firms gaining a competitive underwriting advantage. We are also likely to see more frequent 
innovation in products relating to the management of climate change risk.
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WIJ advocaten

The Dutch insurance sector was the first in the world to enter into a broad 
and ambitious agreement with the government, unions and NGOs to 
commit to themes in the areas of both environmental and social conditions 
and corporate governance (IMVO Convenant Verzekeringssector 2018). 
This insurance industry agreement is based on the OECD Guidelines for 
Multinational Organisations and UN Guiding Principles on Business and 
Human Rights, among other things. 

The integration of ESG into the investment policy, strategy, underwriting and risk management cycle of 
insurers is also something that is now closely monitored by the Dutch Financial Supervisory Authority (DNB). 
In 2022, DNB carried out its first onsite investigations into how insurers integrate ESG-related risks into 
their risk management. DNB found that all insurers are pursuing a positive impact on ESG-related themes 
and have strategic (investment) tools in place, but the biggest hurdle seems to be the development and 
implementation of unified and quantifiable performance indicators and reporting systems (even with 
additional national and European rules and regulations).

Keizersgracht Canal, Amsterdam, Netherlands

netherlands

Registered firms

Value of Premia

136
€82,5
billion

Key ESG issues:

Climate Change 

Decarbonisation of 
investments 

Stakeholder pressure
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“  It is difficult to overstate 

the impact that climate 

change has, and will 

continue to have, on the 

overall performance of 

the insurance market in 

the Netherlands. 

“

Marijke Lohman, Partner, 

WIJ advocaten

Decarbonisation of investments 

In 2018, the insurance industry agreement (IMVO Convenant Verzekeringssector) underlined 
the responsibility of insurers to safeguard ESG themes when making investment decisions. 

Additionally, most participants in the Dutch financial sector, including the Dutch association 
of insurers (Verbond van Verzekeraars), signed the so-called Climate Commitment 
(Klimaatcommittment) in 2019. 

The Climate Commitment formed part of the Dutch Climate Agreement (Klimaatakkoord) 
aiming to reach the goals set by the Paris Agreement in 2015. 

These industry initiatives are designed to have an impact on insurers’ investment decisions 
and to contribute to cleaner and greener investments. 

Stakeholder pressure

Dutch corporations are experiencing higher levels of public scrutiny on ESG-related themes. 
Insurance companies are no exception. Insurers are also actively marketing greener 
aspects of their business. At the same time, insurance companies are also expected to use 
their influence (such as pricing mechanisms) to stimulate their insureds to be on their best 
behaviour when it comes to ESG-related themes.

“  Insurers recognise that the ESG transition offers 

opportunities for long-term value creation.  

“

Suzanne Bordewijk, Partner, WIJ Advocaten

“  Insurers are more than aware of their responsibility 

to safeguard ESG themes, including the importance of 

decarbonisation, when making investment decisions. The 

implementation of unified and quantifiable performance 

indicators and reporting systems will help insurers to take 

on that responsibility. 

“

Marijke Lohman, Partner, WIJ advocaten

Climate Change 

Climate change brings more than one 
challenge to the insurance market. In its 
financial report on the Dutch insurance 
market in 2021, the Dutch association 
of insurers (Verbond van Verzekeraars) 
points out that 2021 was “mainly 
dominated by climate-related damage 
claims” including claims resulting from 
“excessive precipitation, (fall) winds 
and floods in the southern part of  
the country”. 

The Netherlands has seen a rise in 
climate change litigation in recent years. 
The Urgenda (2019) and Shell (2021) 
judgments have received international 
attention as landmark cases showing 
new ways in which climate activists 
pursue their goals. These judgments 
make clear that insurers and other 
companies should be aware of the 
potential impact of these developments 
and in particular their exposure from a 
liability perspective.   
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Duncan Cotterill

ESG has been at the forefront of many discussions, legal and business 
changes in the New Zealand insurance sector. Following the Royal 
Australian Insurance Inquiry in 2020, New Zealand launched its own 
reforms to ensure governance practices reflected those issues identified 
as problematic. The Insurance Contracts Law Reform Bill is the latest 
in this process, supported by the recent passing of the Financial Sector 
(Climate-related Disclosures and Other Matters) Amendment Act 2021, 
which imposes mandatory climate-related disclosures for all insurers.

But more pressing are the recent extreme weather events New Zealand has experienced in the past year. 
Starting with flooding and slips in Nelson in August 2022, through to the damage caused by Cyclone 
Gabrielle to large sections of the North Island, particularly Gisborne and Hawkes Bay. This is a direct 
impact of climate change. 

Licensed insurers

Value of Premia

89

8751
NZD$

Million
Queenstown, New Zealand

New zealand

insurance 
industry at 
a glance

Key ESG issues:

Social responsibility and 
community – climate 
change

Fairness – MBIE changes 
(regulatory)

Privacy – (regulatory) 
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Social responsibility and community –  
climate change

Climate change is front and centre for the industry. Two extreme weather events in January 
and February 2023 have seen a significant number of commercial and residential insurance 
claims. Insurers are now looking beyond the influx of claims to preventative measures. 
This includes changes at central and local government levels to ensure houses are built in 
appropriate areas, those involved in changing the land for profit are managing resources 
appropriately, and coastal protection zones are increased. Insurers and industry bodies have 
been vocal about the need for a change in approach. 

There has been a rise in local authorities prosecuting companies for damage caused to 
land and property during weather events. There has also been a claim by a private citizen 
against “high emitting” companies for the adverse impacts that climate change has had on 
his ancestral lands, which was recently heard by the Supreme Court. These actions reflect 
a growing trend that holds companies responsible for practices that are seen to contribute 
to climate change. We expect there will be geographical areas and work practices that will 
become uninsurable, or will require increased premia and case-by-case underwriting, and this 
is where we expect insurers will take a lead to account for climate risks. 

Fairness – MBIE 
changes (regulatory) 

Reports from the Financial Markets 
Authority and the Reserve Bank of New 
Zealand highlighted failures in how conduct 
risk is managed in the financial sector, 
particularly among banks and life insurers. 
The Ministry of Business, Innovation and 
Employment (MBIE) is now reviewing New 
Zealand’s insurance contract law to ensure 
it is playing an effective role in facilitating 
well-functioning insurance markets. 

A well-functioning insurance system is 
integral to ensuring insurance continues 
to serve all New Zealanders. MBIE wants 
to safeguard the regulation of insurance 
contracts to ensure that consumers, 
businesses and insurers can transact 
with confidence in a fair, efficient and 
transparent way. 

We have been assisting many insurers 
with their policy reviews in this process,  
a step above the “plain English” approach 
moving to now ensure there is real 
transparency. 

“  The underlying theme of 

the proposal by MBIE is to 

create proportionality 

between the insurance 

contract and the right  

to recover. 

“

Professor Rob Merkin KC 

(hon), Consultant, 
Duncan Cotterill

“   Communicating changes and ensuring clients understand the 

importance of key controls and presenting these controls to 

insurers in the best light remains the number one challenge to 

obtaining meaningful cyber insurance terms. 

“

Tanya wood, Partner, Duncan Cotterill

“   it’s not just mitigation anymore, it is adaptation. It’s not 

just encouraging carbon credits, it’s adapting the way we 

live. Changes by insurers to their policies and their profile 

in this space can be part of the transformation on how  

we live. 
“

Aaron Sherriff, Partner, Duncan Cotterill

Privacy – (regulatory) 

Changes to New Zealand’s privacy law, while not as stringent as the GDPR, still require 
businesses to take ownership of the storage of data. This is a key factor considered in the 
coverage of cyber policies. While cyber insurance uptake is slow in New Zealand, there is 
an increasing demand on businesses to also now be socially responsible. 

Status checks on the New Zealand situation have demonstrated that there are 
insufficient processes in many businesses for cyber policies to proceed. However, when 
a breach does occur, there is a higher level of social responsibility placed on the insurer 
with regards to the privacy of the impacted parties. In particular, during the underwriting 
assessment, insurers are asking if a business has appropriate systems in place to manage 
and store data correctly, and whether the insured respond quickly and with the appropriate 
process when there is a breach. Insurers are then often fully involved while a data breach 
is still occurring. 

Insurers are now therefore holding some of the responsibility to ensure that businesses 
are acting appropriately with information they hold.
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Norway
Riisa & Co

ESG factors have had a strong impact on the Norwegian insurance market. 
Norway has committed to the Paris Agreement to reduce greenhouse 
gas emissions by between 50% and 55% between 1990 and 2030. 

Key ESG issues:

Regulation and 
responsibility in listed 
companies

Gender equality

Circular insurance – 
sustainable claims handling

28
78
Billion

Tromso Bridge Tromsobrua, Norway

Norway also aims to become climate neutral by 2030 through the EU quota system and international 
collaboration. Norway has already implemented the Non-Financial Reporting Directive (NFRD) and based on 
political signals it is expected that it will also follow the Corporate Sustainability Reporting Directive (CSRD) 
on obligatory reporting. 

Many Norwegian listed companies introduced in 2023 are leading the way in terms of ESG compliance. 
According to the Dow Jones Index, Storebrand is a leader in sustainability due to its sustainable 
investments in companies that are committed to fulfilling the UN’s Sustainable Development Goals. Insurer 
If Skadeförsäkring has committed to implementing ESG regulations under the UN Global Compact and the 
Science Based Target Initiative that provides guidance on how to pursue their Net Zero targets. 

The concept of circular insurance has specifically been incorporated into claims handling. Repairing and 
recycling are increasingly chosen over replacing with new products, as damage of cars and mobile phones 
is so frequent. 

Registered firms

Value of Premia

insurance 
industry at 
a glance

NOK
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Gender equality

Gender equality has been a key topic for many years. Listed Norwegian insurance companies report 
around 18-25% female representation on their board of directors, 15-30% in senior management 
positions and 40% in middle management positions. Reporting proves that insurers are targeting 
everything from 33% representation at board level, 40% in management positions, 50:50 for all 
managers, directors and employees. Insurance companies are also demanding that their suppliers 
and providers have gender equality.

Circular insurance 
– sustainable claims 
handling

Insurers have previously reported that 
millions of claims are made annually for 
car repairs and replacement of spare parts, 
car windows and mobile phone screens 
making it a very carbon-intensive process. 
However, under the new circular insurance 
concept, companies have reported lower 
CO2 emissions due to changing attitudes 
towards ‘green’ claims handling. 

“  Circular insurance is 

increasingly becoming a 

part of standard claims-

handling procedure. 

“

Joachim Mikkelborg 

SkjelsbÆk, partner, 

Advokatfirmaet RIISA

“  Many Norwegian insurance companies are already committed  

to United Nations sustainable Development Goals, and are 

targeting green investments. 

“

Joachim Mikkelborg SkjelsbÆk, partner, Advokatfirmaet RIISA

“  Prioritising gender balance no longer only provides a 

competitive advantage, but is now considered a necessity in 

the Norwegian Insurance market. 

“

Joachim Mikkelborg SkjelsbÆk, partner, Advokatfirmaet RIISA

Regulation and responsibility in listed 
companies

It is expected that Norway will implement the CSRD and therefore require sustainability 
reporting from large and listed companies. Annual reporting from listed insurance companies 
already proves that they are ahead of the curve and are carrying out their responsibilities. 
Reporting to stakeholders requires very specific and long-term goals for reducing CO2 
emissions, responsible procurement and investments, and a diverse and green workplace. 
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WKB Lawyers

poland
The local Polish insurance market is relatively well developed. There are 
companies belonging to European/international capital groups such as 
Allianz, Talanx and Chubb. There are also big local market players, the 
biggest of which is PZU Group, a state-owned company offering life and 
non-life insurance. Additionally, there are EU-based insurers underwriting 
insurance under the freedom of services in Poland. The most competitive 
segment of the local market is motor insurance including motor third 
party liability.

Cloth Hall, Krakow, Poland

31
€14.7

69.2

Billion

Billion

Registered firms
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Key ESG issues:

Regulation

New insurance products

Social awareness

PLN

Currently, ESG seems to have a limited impact on the insurance sector in Poland. However, insurance 
companies are beginning to implement ESG into their activities. Importantly, one of the market players 
promoting its ESG oriented approach is PZU Group (the market leader in Poland).

The most significant ESG regulation is applied on unit-linked life insurance, where there is a binding law (EU 
PRIIP Regulation) regarding the adequate assessment of unit-linked insurance products.
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Regulation

Regulatory developments regarding ESG 
are not currently taking place at the national 
level but at the EU level, so insurance 
companies operating in Poland are adapting 
to EU law requirements.

The main change is the Corporate 
Sustainability Reporting Directive (CSRD), a 
new guideline that has been in force since 5 
January 2023. The aim of the new directive 
is to improve the reporting of companies 
on sustainability. Insurers have well-
developed non-financial reporting, so the 
implementation of additional ESG criteria 
into reporting seems to be the next step in 
that development.

Additionally, the ESG-related changes 
in the Delegated Regulation (EU) 2015/35 
have been in force since 2 August 2022. 
This has an impact on Polish life insurers 
offering PRIIPs – the new law requires 
changes in the documentation used in the 
process of offering such products.

As far as new products based specifically 
on “green” investments are concerned, the 
challenge is to avoid greenwashing.

New insurance 
products

Recently, Polish insurers have been 
increasingly developing the decarbonised 
products sector, which can support energy 
transition. Insurance companies are offering 
new insurance products for renewable 
energy source (RES) installations, including 
wind farms and hydroelectric power plants.

They are increasingly creating investment 
products and strategies for this purpose. 
For example, PZU has introduced the Green 
Energy Sector Shares Index Fund this year.

Recently, two new unique insurance 
products, PZU Energia Wiatru and PZU 
Energia Słońca, have been introduced for 
corporate customers who want to be part of 
the transformation. 

Similar measures are already in place with 
some other insurers operating in the market 
investing in transformational projects 
(e.g. wind farms) and corporate bonds of 
companies developing green projects.

Such topics are being addressed by the 
Polish Chamber of Insurance.

Social awareness

Consumers in Poland are becoming 
increasingly aware of climate issues and 
are beginning to look for ESG-conscious 
insurance companies. This is providing 
a catalyst for insurers to implement ESG 
into their daily business operations. It also 
provides the opportunity to offer sustainable 
solutions to individual customers.

For example, Credit Agricole Assurances 
offers life and endowment insurance 
investing in European companies that are 
preparing to lower their carbon footprint.

Parametric insurance has also started to 
develop in Poland. However, such products 
are not yet offered on a large scale and it 
is difficult to predict whether they will be 
successful. The first attempts to promote 
it in Poland have not been very promising 
unlike in France and Switzerland.

“  In Poland, ESG regulations 

still have a limited impact 

on insurers. The most 

significant change is 

to unit-linked policies 

(PRIIPs). 

“

Jakub Pokrzywniak, 

Partner, WKB Lawyers

“  Polish insurers are 

starting to develop and 

introduce new tailored 

insurance products 

dedicated for the RES 

sector. 

“

Jakub Pokrzywniak, 

Partner, WKB Lawyers

“  Consumers in Poland 

are becoming more and 

more aware of climate 

issues and the younger 

generation, in particular, 

are looking for ESG- 

conscious insurance 

companies. 

“

Jakub Pokrzywniak, 

Partner, WKB Lawyers
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€64.67

SPAIN
B&A Blanco y Asociados Abogados

The Spanish insurance market has been committed to ESG policies 
for many years due to the increasing demands of society to acquire 
sustainability-minded insurance contracts.

The commitment of the sector is so deep that in 2022 UNESPA (Spanish Union of Insurance and Reinsurance 
Entities) presented its Estamos Seguros Report, which gave a comprehensive overview of all ESG matters. 

However, the lack of a definition of sustainability still poses a real problem to insurance companies who 
have, since August 2022, been required to integrate it into their operations. 

The industry must also implement measures to assess risks in adverse sectors such as oil and gas.

Key ESG issues:

Sustainability

Climate change 

Impact of Solvency II

Barcelona, Spain

Billion
Value of Premia
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insurance 
industry at 
a glance

very low
The Economist 
Intelligence 
Unit’s ESG 
Rating

40



RISK Radar report: The esg edition  |  MaY 2023

Impact of Solvency II

With the introduction of Solvency II, insurers are required to implement internal systems with 
the aim of integrating sustainability requirements into their internal remuneration structures and 
product governance systems. 

This regulation is crucial to improve underwriting and the make up of reserves and provisions, 
while simultaneously implementing measures to assess risks in adverse sectors (waste 
management, oil, gas, etc.).

Insurance companies are confident this will generate synergies and cost savings that will 
translate into offering new environmentally conscious insurance products.

sustainability

Since August 2022, insurance companies 
have been required to integrate sustainability 
into their operations.

The main challenge of these regulations is 
the lack of a specific definition as to when 
an activity is sustainable. The requirement 
comes from two regulations approved 
in 2021 that encourage companies to 
progressively adopt measures to combat 
climate challenge. This includes sectors of 
the economy exposed to natural disasters 
and those that could benefit from investing 
in sustainable projects. 

“  If insurers do not form 

working groups to 

achieve this goal, they 

will lag behind other 

business sectors. 

“

Santiago MartÍn, Partner, 

Blanco y Asociados

“   The insurance sector is cutting-edge, leading the way in 

all its policies. Climate change is no different, with entities 

already beginning to integrate customer awareness into 

their business strategy. 

“

Fernando Blanco Gamella, Principal Associate, Blanco y 

Asociados

“   If regulators and insurance companies join forces, ESG 

goals will be achieved ahead of schedule. 

“

AdriÁn Martinez de Velasco, Senior Associate, Blanco y 

Asociados 

climate change

Spanish insurers and reinsurers are facing increasing pressure to integrate climate change 
into their commercial strategy and their risk management.

Employees need to be made aware of products and services of specific companies to 
ensure that they meet ESG requirements. Insurance companies should know and understand 
the risks and business policy of insureds to ensure that they are ESG compliant. 

Many insurers are already beginning to implement systems (such as artificial intelligence) 
in order to get to know their policyholders better. This will have a direct impact on climate 
change, as knowing the insured’s risks means that environmentally conscious products can 
be offered. 
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switzerland
gbf Attorneys-at-law Ltd

As the importance of environmental, social and governance (ESG) factors 
continues to grow, Swiss insurers are adapting their strategies to navigate 
this new landscape. Although uncertain, ESG risks have potentially far-
reaching implications for the insurance industry. Swiss insurers have 
focused primarily on climate risks, but now need to broaden their analysis 
to include other ESG risk categories.

Key ESG issues:

Public disclosure on 
climate-related financial 
risks

Incorporation of ESG factors 
into the insurers culture

Compliance of parametric 
insurance solutions

insurance 
industry at 
a glance

Registered firms

Value of Premia

188

Lauterbrunnen valley, Switzerland

CHF115
billion

Incorporating ESG factors into decision-making is challenging due to complex interdependencies, non-
linearities, externalities and long time horizons. To effectively manage and mitigate ESG risks, Swiss 
insurers need to align their risk culture, policies, appetite and tolerance frameworks, while defining and 
reviewing processes and responsibilities.

In addition, risk managers must play a dual role: managing and mitigating their own risks, and working 
with underwriters to engage and advise clients on their risks. This approach offers opportunities for Swiss 
insurers to innovate and develop new products, such as parametric insurance and other sustainable 
insurance solutions.

Finally, from 2022, Swiss insurers are required to report and disclose climate-related financial risks as part 
of their disclosure obligations, which are being closely monitored by the Swiss Financial Market Supervisory 
Authority (FINMA).very low
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Public disclosure 
on climate-related 
financial risks

In May 2021, FINMA defined the 
disclosure requirements for significant 
financial institutions in the area of 
climate-related financial risks. The 
content is based on the widely accepted 
international recommendations of the 
Taskforce on Climate-related Financial 
Disclosures (TCFD). The requirements 
are designed to increase the transparency 
and comparability of climate-related 
risks in the balance sheets of significant 
financial institutions.

The largest banks and insurance 
companies (supervisory categories 
1 and 2) must describe their material 
climate-related financial risks and 
their impact on their business strategy, 
business model and financial planning. 
They must also disclose the process for 
identifying, measuring and managing 
these risks, as well as quantitative 
data, including a description of the 
methodology used to collect it. Finally, 
institutions must describe the key 
features of their governance structure in 
relation to climate related financial risks. 

These ESG-related declarations now 
form part of the Public Disclosure Report, 
which must be published on the insurers’ 
website and submitted to FINMA on an 
annual basis.

“  New disclosure 

requirements for 

insurance companies on 

ESG risk practices lead to 

comparability and new 

competitive criteria. 

“

Dominik Skrobala, Partner, 

gbf Attorneys-at-law

“  Parametric insurance 

products should be 

reviewed for compliance 

with the revised Insurance 

Contract Act. 

“

Dominik Skrobala, Partner, 

gbf Attorneys-at-law

“  Insurers need to integrate 

ESG into their DNA and 

across their entire value 

chain to become future-

proof. 

“

Dominik Skrobala, Partner, 

gbf Attorneys-at-law

Compliance of 
parametric insurance 
solutions

Parametric insurance offers innovative 
opportunities in product development, 
underwriting and claims management. It 
uses pre-defined measures based on specific 
parameters or independent indices (e.g. 
climate and other environmental parameters) 
to determine insured events. If the metric 
is exceeded or not met, a lump sum 
indemnity is paid, regardless of the actual 
loss incurred. However, there are challenges 
in determining the appropriate insurance 
payout, and there’s a risk of over- or under-
compensation. Parametric insurance can 
be designed as fixed benefit or indemnity 
insurance, depending on the intentions of the 
parties. Under the revised Swiss Insurance 
Contract Act, insurers are required to inform 
policyholders of the nature of the cover. 
Failure to do so may give the policyholder the 
right to terminate the contract.

Incorporation of 
ESG factors into the 
insurers culture

Although uncertain, ESG risks have a 
potentially far-reaching impact and are 
becoming increasingly important for 
insurers. While climate risks are a focus, 
insurers also need to analyse other ESG risk 
categories. Pricing these risks is challenging 
due to complex interdependencies, non-
linearities, externalities and extended time 
horizons. 

Beyond quantifying impacts, a proactive 
approach to managing and mitigating ESG 
risks is essential. This involves aligning risk 
culture, policies, appetite, and tolerance 
frameworks, as well as defining and 
reviewing processes to address ESG risks 
in a consistent and transparent manner 
across the organisation. Risk management 
should play a dual role: managing and 
mitigating internal risks, while working 
with underwriters to engage and advise 
clients on their risks.
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BEALE & CO

United 
Kingdom
After a lengthy hard market, there has been some softening over the 
last year with increased capacity entering the market for certain lines 
of business, particularly D&O. This has led to a decrease in rates as 
competition has increased. 

Clifton Suspension Bridge, Bristol, England

920
£366
Billion

Registered firms

Value of Premia

Key ESG issues:

Regulation

Stakeholder pressure

Social inequality

UK insurance 
industry at 
a glance

The scrutiny on ESG is likely to give rise to insurers looking carefully at proposal forms and the due 
diligence they carry out to assess their insured’s response to ESG. This is likely to primarily affect D&O and 
financial institutions insurance, but also the professional indemnity policies of firms advising companies 
on issues such as climate-related financial disclosures. There will therefore be pressures on accountants 
and auditors who carry out these functions.

Insurers are grappling with a tension between a hesitancy to stop writing business in particular sectors 
(and for underwriters to consider individual proposals on their merits and facts) and the undoubted 
heightened risk which comes with the public’s growing awareness of ESG-related issues.very low
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Social inequality   

Claims relating to social inequality can take many forms, whether that be a lack of diversity 
in the boardroom, issues with harassment or failure to implement working conditions which 
allow employees appropriately to manage their social wellbeing. This can lead to claims 
against the company or against its directors and officers.

In addition, professional firms can be placed under the spotlight (as can their professional 
indemnity insurers) when they are engaged to advise on such measures. This therefore means 
that consultants such as construction professionals (architects and engineers, for example), 
accountants and auditors, recruitment consultants, and IT professionals might face more 
claims from their clients for alleged failures to implement their systems and policies in an 
appropriate manner. 

This could take the form of, for example, an architect failing to follow its client’s brief to 
design a building which is green and energy-efficient. 

Regulation

Governments and regulators in the UK are 
increasingly focussed on personal, rather 
than corporate, liability in relation to many 
issues, including ESG-related matters. 
As matters stand, the main focus of the 
regulators is the financial sector (which 
falls under the purview of the Financial 
Conduct Authority (the FCA)), however, other 
sectors also need to be aware of the risks  
in this regard. Some of the key regulatory 
risks include:
• Greenwashing – where a company 

makes misleading statements about 
its environmental credentials to attract 
investment.

• Corporate disclosures – in December 
2020, the FCA introduced rules for large 
companies to make financial disclosures 
in line with the Taskforce for Climate-
Related Financial Disclosures (TCFD).

• The FCA’s principle 3 requires companies 
to identify ESG risks relevant to the 
business and to make the senior 
management aware of these risks.

• The senior managers and certification 
regime introduced by the FCA aims to 
reduce potential harm to customers and 
to strengthen the integrity of the market 
by making individuals responsible for 
identifying and managing ESG risks.

“  The unprecedented 

regulatory penalties, 

and drive for personal 

responsibility, should be 

of concern to anyone 

carrying out business in 

the UK without due regard 

to ESG issues. 

“

Ross Baker, Partner,  

Beale & Co 

Stakeholder pressure

On 9 February 2023, ClientEarth, a minority shareholder of Shell, issued proceedings against 11 
directors of the company for failure to implement a climate change strategy which was capable 
of ensuring that Shell could comply with the requirements of the Paris Agreement in relation to 
global warming. 

Whilst ClientEarth will need to persuade the court in the first instance that it has a prima facie 
case, if this derivative action is allowed to continue it will be the first of its kind in the UK.

These types of derivative action are common in jurisdictions such as the US and Australia. 
Insurers will be keen to learn whether this case will be allowed to continue in order to assess 
whether this costly category of litigation might become more typical in the UK Courts.

“  If this claim is permitted to continue, other issues, such as 

equality in the boardroom and social value provisions that 

companies provide to their employees might also become the 

focus of shareholder and / or employee actions. 

“

Nathan Penny-Larter, Partner, Beale & Co

“  Environmental factors have been the focus of ESG. The cost-

of-living crisis and continued inequality mean that social 

factors now represent increasing risk for insureds and 

insurers.

“

Nathan Modell, Partner, Beale & Co
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Key ESG issues:

Regulation

Physical climate risks

The D&O market at risk from 
financial instability

united states
The US insurance industry is facing a number of ESG-related risks. 

Golden gate bridge, San Francisco, USA

Registered firms

Value of Premia

5929
USD$1.4
Trillion

insurance 
industry at 
a glance

low

In 2022, the US saw one of the costliest storms that it had ever experienced, and it is likely that events of this 
magnitude will become more frequent. Higher numbers of climate-related natural catastrophes are making 
parts of the country very high risk to insure or, in some cases (Hurricane Ian), uninsurable. This is causing 
major challenges, particularly for property insurers.  

New regulations are also being put in place to enhance and standardise climate-related disclosures, with the 
Securities and Exchange Commission (SEC) due to finalise new rules in May 2023. However, there is growing 
anti-ESG sentiment in particular States, which may ultimately lead to legal challenges. 

The recent demise of Silicon Valley Bank has also highlighted the ‘G’ in ESG as key for insurers, with many 
market commentators asking how regulators could have improved governance to prevent the collapse, as 
well as what might be the impact on subsequent litigation.

The Economist 
Intelligence 
Unit’s ESG 
Rating
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Regulation

ESG regulations for the entire financial 
services sector in the United States are 
rapidly evolving. In March 2022, the SEC 
released proposed rules on mandating 
certain climate-related disclosure for listed 
companies. Those rules include disclosure 
of Scope 3 emissions, carbon offsets, and 
climate-related risks for relevant companies. 
Insurers will need to ensure that they have 
adequate internal controls to accurately 
report climate change-related information.

The final SEC rules, which will soon 
be published, are likely to include more 
flexibility than previously expected, which 
may lead to increased litigation. This in part 
reflects the growing divergence within the 
US about ESG policies, with vocal lobbies 
making the case passionately both for and 
against adopting ESG-led strategies for 
businesses and individuals. There is also 
divergence between state and government 
in many territories.  As a result, many 
industries, and particularly those that are 
carbon intensive, are keen for climate 
litigation cases to be heard in federal rather 
than state courts as they anticipate a more 
favourable decision at federal level.  

Physical climate risks

In 2022, the US experienced an astonishing 18 separate weather – or climate-related disasters 
– that each resulted in at least $1bn in damages. The increasing frequency and severity of 
natural catastrophes is the major risk for insurers in the US, and its impacts are already being 
felt. Several of the major hurricanes and wildfires led to insurers increasing prices and, in some 
cases, exiting high-risk areas. 

However, the US remains a heavily insured nation.  Currently the ‘protection gap’ (the 
difference between total economic losses and the amount that is covered by insurance) is 
just 58%, one of the lowest on global record. Put simply, the US is a heavy buyer of insurance, 
and its population expects to be able to buy cover to protect them from major risks.  With 
availability reducing, more needs to be done to deliver protection to at-risk communities, 
starting with more investment in technology and infrastructure to mitigate extreme weather-
related risks. 

The D&O market at risk from financial instability

The recent collapse of Silicon Valley Bank has once again raised the issue of governance 
within financial services. The challenges of the global high interest rate and high-inflation 
economic environment are increasing the risks for all banks and lenders; and the IMF has 
met to discuss how to avoid further bank collapses, as well as how to reduce the risks.  

The likelihood of further bank defaults also throws up challenges for providers of 
directors’ and officers’ insurance; a sector that is only just returning to a more sustainable 
pricing structure after years of double-digit rate rises. In the case of Silicon Valley Bank, 
it is likely that if the federal government had not stepped in to guarantee deposits, D&O 
insurers would have faced a number of significant claims, and there may yet be banks that 
actually do default.  This is a huge looming concern to insurers, one over which they have 
little control.

It could yet be possible that the entire D&O market sees impacts from financial services 
defaults that have not yet happened; and this could in turn call into question the governance 
and reserves of some insurers themselves.

47

RISK Radar report: The esg edition  |  MaY 2023



France

Australia Belgium

RADAR: Contacts

Sparke Helmore Lawyers
Gillian Davidson
gillian.davidson@sparke.com.au

Lydian
Sandra Lodewijckx
sandra.lodewijckx@lydian.be

Arnecke Sibeth Dabelstein
Dr. Quirin Vergho
q.vergho@asd-law.com

Byrd & Associates
Robert Byrd
robertbyrd@byrdassociates.net

Santos Bevilaqua Advogados
João Marcelo Santos
jmsantos@santosbevilaqua.com.br

Germany

Italy Luxembourg

Brazil

Khaitan Legal Associates
Sakate Khaitan
sakate.khaitan@khaitanlegal.com

Beale & Co
Sarah Conroy
s.conroy@Beale-law.com

India

Ireland

MOLITOR Avocats à la Cour
Michel Molitor
michel.molitor@molitorlegal.lu

BTG Legal
Alberto Batini
a.batini@btglegal.it

Ark Law
Jesper Ravn 
jra@arklaw.dk

Socrates Attorneys Ltd
Justus Könkkölä
justus.konkkola@socrates.fi

FinlandDenmark

Buren
Jan Holthuis
j.holthuis@burenlegal.com

China

please contact any of our members for more information

RISK Radar report: The esg edition  |  MaY 2023

48



Global Insurance Law Connect 
michaela.hickson@globalinsurancelaw.com

WIJ Advocaten
Suzanne Bordewijk and Harriët Delhaas
bordewijk@wijadvocaten.nl
delhaas@wijadvocaten.nl 

Duncan Cotterill
Rob Coltman
rob.coltman@duncancotterill.com

Riisa & Co
Joachim Mikkelborg Skjelsbæk
jdws@riisa.no

Gbf Attorneys-at-law
Lars Gerspacher
gerspacher@gbf-legal.ch

United States

Netherlands New Zealand

Norway Spain

Switzerland

Beale & Co
Ross Baker
r.baker@beale-law.com

Ocampo 1890
Aldo Ocampo
aldo.ocampo@ocampo.law

Mexico

Poland

United Kingdom

B&A Blanco y Asociados Abogados
Fernando Blanco Giraldo
fblanco@bya.abogado

WKB Lawyers
Jakub Pokrzywniak
jakub.pokrzywniak@wkb.pl

49

RISK Radar report: The esg edition  |  MaY 2023



Global Insurance Law Connect is an alliance of insurance law firms spanning four continents. 
Inspired by client demand, we have built a formal network that delivers the right advisers in the 
right places and in the right way for insurance industry clients.

We are:

•  Specialist: focusing only on insurance law, advising you on the business of taking risks around 
the world.

•  Commercial: we use the strength and breadth of our formal network to help our clients reduce 
the time and money they spend on managing risk.

•  Creative: whether you are in new or established markets, dealing with familiar or unusual issues, 
our lawyers have the skills and experience to deliver great outcomes

If you’d like to find out more about Global Insurance Law Connect, contact one of our member 
firms, or our business manager, Michaela Hickson at michaela.hickson@globalinsurancelaw.com

Global Insurance Law Connect

www.globalinsurancelaw.com


