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Understanding Sustainability Risk

Marcel Omar Papp (Swiss Re), 23 June 2021, JC3 Flagship Conference

——— - i ¥

- > 2 ™, .
3 3 | e 1Y > » _—
i 2 I . SRR X e e
. - :

e

~

e

. - s i 2 RS
>, a0 _*~_..'_‘;- 2 ;' - e = — T - .'_ "-"
5 W 3 ) =

b



| et’'s assume
are in the ye




@ Swiss Re

"Malaysia’s GDP has
reduced by 30% |
the past 30
due to clim
change”
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Economics of climate: no action not
an option

Study by Swiss Re Institute published in April
2021:

* Climate change is biggest long-term threat to
global economy.

* Economies in South East Asia are most
vulnerable to climate change effects:

— Raising temperatures leading to extreme
weather risks.

— Lost labour & agricultural productivity.

— Relative lack of adaptive capacity.

* Malaysia could face potential loss of 36% of
GDP by mid-century in baseline scenario of 2-
2.6 degree temperature rise.
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Introduction

» Swiss Re’s tradition of sustainability.
» Sustainability risk as part of Sustainability stratec
* Elements of Sustainability strategy.
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Why do | talk to you about sustainability?

Swiss Re has a long tradition of sustainability
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Potential elements of a Sustainability strategy — Sustainability mission
Sustainability ambitions, Principles

Example: Swiss Re’s
enhanced Group
Sustainability Strategy
aims to reinforce the
efforts to make the
world more resilient
and sustainable

@ Swiss Re

Our 2030 Our
sustainability ambitions principles

Mitigating
climate risk and {:C}}
advaﬂCII']g the ............................ |
energy transition
We insure,

Building

societal % ®
resilience

invest, operate

and share our knowledge
Driving affordable
insurance with

in a way that tackles
digital solutions

sustainability challenges
and creates
long-term value
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Understanding su:

* The Why — Reasons to look closer at sustainability
* The What — Monitoring and managing sustainabili
* The How — Environmental, Social & Governance (E

@ Swiss Re
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Polling question 1

Which reason is the most important for
underwriting (please choose one)?

A. Regulatory requirement.

B. Putting sustainability strategy into ac
C. Reputational risk.

D. Improved risk selection.

E. Growth driver.
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The What - Monitoring and managing sustainability risks

Example: Adapting Natural Catastrophe
models to effects of climate change

Modelling and
portfolio
steering

Example: Identify,
assess, and

reports on engage on
new emerging s

risks

risk insights Example
Risk monitoring and | :
S ealaton e Sustainable
Business Risk
Framework

Q More details on next slides
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The How - Risk monitoring and escalation:

Environmental, Social & Governance Framework (ESG

Framework)

ESG Identifying, mitigating and eliminating potential sustainability risks inherent to business

transactions

Framework

Applies to entire portfolio as well as investments and is fully embedded in the standard operating

procedures

Sustainability umbrella guidelines

Human rights

o No business with countries and companies that are
complicit in severe human rights violations

’ Environmental protection

Not involved with companies that cause irreversible
damage to the environment and in particular
ecologically sensitive areas

Sector specific guidelines (examples)

x Mining
‘.‘ Nuclear weapons
a proliferation

()ij Oil and gas

-~ Ll
ﬂ Thermal coal

' Defence industry

% Forestry and

@ logging

Company and country/industry exclusions

* Aslong as permissible (eg by virtue of mandatory law or
internal policies) and possible (eg if existing
documentation provide for it).

* Annual review based on independent assessments and
updated.

ESG process
* Includes expert analysis to create scores and lists

* Tool used by underwriters for screening, and referral
purposes
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ESG: The referral process
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Polling question 2

Are sustainability considerations primarily slowing ¢
organization (please choose one)?

A. Slowing down business.
B. Creating new opportunities.
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Sustainability as g

* |nsurance as an enabler.
» Examples of sustainability products.

@ Swiss Re



Insurance is an enabler

ESG Risk process applied to
underwriting

Insurance underwriting to enable

Exclusions Inclusions

 UW portfolio steering using the
UN Sustainable Development
Goals

e ESG Risk Assessment

e UW referral Tool

* Products that address your
sustainability challenges

* Policies applied to UW: human
rights; environmental protection
+ sector-specific guidelines

The bottom line is:

Sustainable business
Is good business in the long-run






Polling question 3

On which stage is your organisation in its susta
choose one)?

. Not started at all.

. Have only taken a few steps so far.

. Already made some good progress but still ¢
. Well advanced.

. Sustainability is already embedded in under

@ Swiss Re
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Questions'to ask In respect-of your sustalnablllt urney

Status quo
How are you currently
assessing Sustainability
in underwriting?

Focus areas

What are you planning
to do in the near future
on Sustainability in
underwriting?

Challenges
What are some hot
topics and pain points
you are facing?

Support
What support can you
get?

21



Publicly available guidelines and data sources

Guidelines for Human Rights (HR), Environment (E) Data sources:

& Governance (G):
v (G) » Data sources publicly available:

 UNEP Principles for sustainable insurance: Global
guidance on the integration of environmental,
social and governance risks into insurance

e Climate Action 100+: Assessment of largest
greenhouse gas emitters

underwriting (HR, E, G). * Spott: Assessment of companies in Forestry /
- UN Global Compact (HR, E, G). Agriculture sector

* International Bill of Human Rights (HR)
* ILO 8 Core Conventions (HR).

/ Agriculture sector

* Forestb00: Assessment of companies in Forestry

* Global Forest Watch: Database on protected areas

* UN Guiding Principles (HR),
UN Guiding Principles (HR) * Protected Planet: Database on protected areas

* NGO Urgewald: Global Coal Exit List

* Equator Principles (E).

@ Swiss Re Marcel Omar Papp | 23 June 2021 | JC3 Flagship Conference
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https://www.climateaction100.org/whos-involved/companies/?search_companies&company_sector=oil-and-gas
https://www.spott.org/
https://forest500.org/
https://www.globalforestwatch.org/
https://www.protectedplanet.net/en/search-areas?search_term=mexico&geo_type=country
https://coalexit.org/

Key takeaways




Sustainability -

underwriting
No action is not needs to be
an option embedded in
% Sustainability
strategy

Sustainability is
both a risk and
an opportunity
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Thank you! Questio

Contact us

Marcel Omar Papp

Head Rl Malaysia
Conventional & Retakaful
Marcel Papp@swissre.com



https://www.linkedin.com/company/swiss-re/
https://twitter.com/SwissRe
https://www.youtube.com/swissretv
https://www.instagram.com/swiss_re_group/?hl=en
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Legal notice

©2021 Swiss Re. All rights reserved. You may use this presentation for private or internal purposes but note that any
copyright or other proprietary notices must not be removed. You are not permitted to create any modifications or
derivative works of this presentation, or to use it for commercial or other public purposes, without the prior written
permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of the presentation and may
change. Although the information used was taken from reliable sources, Swiss Re does not accept any responsibility
for its accuracy or comprehensiveness or its updating. All liability for the accuracy and completeness of the
information or for any damage or loss resulting from its use is expressly excluded.

@ Swiss Re Marcel Omar Papp | 23 June 2021 | JC3 Flagship Conference 28



