
Insurance is a cornerstone of today’s prosperity. It enables 
economic actors to transfer risk, protects individuals and 
businesses from financial uncertainty, supports faster and 
fairer recovery and enables investment. 

The climate and nature crises are rapidly undermining 
the foundations of the insurance system by increasing the 
exposure of assets to more severe and frequent storms, floods, 
droughts, wildfires and heatwaves. Degraded natural protections 
such as wetlands and forests are compromising our resilience.  
In 2023, natural disasters cost around US$2.3 trillion globally 
– about 2% of global GDP. 

The insurance markets are increasingly unable to 
cover rapidly growing climate and nature risks. Rising 
premiums, restricted coverage or withdrawal from high-risk 
areas are financially rational reactions by individual insurers, but 
they lead to insurance becoming unavailable or unaffordable in a 
growing number of regions – including in developed countries.

Gaps in insurance protection are widening, leaving 
people and business with higher bills and/or less 

protection from damage to assets such as homes, from 
impaired business operations, or from lost harvests.

Where insurance is lacking, governments increasingly 
have to fill the gap. Governments often act as insurers of 
last resort, providing post-disaster aid or assuming risks on 
public balance sheets through public insurance and reinsurance 
schemes. Rising protection gaps are putting already constrained 
budgets under further pressure and undermining the 
sustainability of sovereign debt.

What is not insurable is not bankable. Homeowners and 
businesses in risky areas without insurance coverage will lose 
access to loans and mortgages. 

The combined effects of extreme weather events and 
protection gaps on income, asset prices, credit and 
mortgage markets, and public debt threaten economic 
and financial stability, prosperity and social cohesion.

This policy briefing sets out how we can tackle these 
challenges.

Leveraging climate mitigation  
and nature to increase resilience

TACKLING THE INSURANCE 
PROTECTION GAP 

POLICY BRIEF

Major landslide and flooding in the Blessem district of Erftstadt, Germany, during the 2021 floods. Image: ©Daniel Schlich



MANAGE IMPACT

STRATEGIC FRAMEWORK
TO REDUCE THE PROTECTION GAP

AFTER THE LAST CLIMATE DISASTER, IS BEFORE THE NEXT CLIMATE DISASTER

PREVENTION 
& MITIGATION

Reduce GHG 
emissions and 

reverse nature loss 
to contain mutually
reinforcing climate 
and nature risks 

(see 2.2)

ADAPTATION & 
RESILIENCE

Make nature and NbS 
a centrepiece in 
adaptation and 

resilience planning
(see 2.3)

RESIDUAL
RISK TRANSFER

Enhance policy 
incentives and 

insurance regulation 
to facilitate risk 

transfer solutions 
(see 2.4)

RESPONSE & 
RECOVERY

Make nature and 
NbS a centrepiece 
in response and 
recovery efforts

(see 2.3)

EXTREME 
OR

SLOW-ONSET 
EVENT

REDUCE RISKS

ASSESSMENT
Undertake a holistic and forward-looking risk and resilience 
assessment, including direct and indirect losses (see 2.1)

Adapted from ‘After the last climate disaster, is before the next climate disaster’ by Richards, J.A. (2022). The Loss & Damage Collaboration

WWF urges public authorities and policymakers to tackle the insurance protection gap 
strategically with a disaster risk reduction and resilience strategy, addressing the root causes 
of increasing risks and using the capabilities of the insurance sector. They should:

1.  �Undertake a holistic and forward-looking 
risk and resilience assessment, including 
direct and indirect losses – while not 
delaying ‘no-regrets’ actions

2.  �Reduce greenhouse gas (GHG) emissions and 
halt and reverse nature loss domestically and 
through international cooperation to contain 
mutually reinforcing climate and nature risks

3.  �Make nature and nature-based solutions (NbS) 
a centrepiece in adaptation and resilience 
planning and in response and recovery efforts 

4.  �Enhance policy incentives and insurance 
regulation to facilitate risk transfer 
solutions, ensuring alignment with resilience

The following sections explain the dynamics behind protection 
gaps and outline a proposed strategic approach designed to 
close them. Without such an approach, risks and losses will 
escalate to levels where transfer mechanisms can no longer 
absorb them. 

This policy brief analyses the situation in advanced economies 
only, with a main focus on the EU, the UK and the US. As 
challenges related to the protection gap and the respective 
responsibilities regarding historical GHG emissions differ 
between advanced and developing economies, addressing the 
same recommendations to all countries would be of limited 
relevance. 

WWF will publish a full analysis of the dynamics and challenges 
related to the protection gap in advanced economies and our 
recommendations to strategically tackle them in early 2026.
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The climate and nature crises are driving up losses and 
damages from extreme weather events 

	 Extreme weather in the European Union caused an estimated 
€43 billion in losses in the summer of 2025 alone, due to 
heatwaves, droughts and floods.1 By 2029, projected losses 
could reach €126 billion – around 0.8% of EU GDP, equal  
to the bloc’s current growth rate.2

	 The United States spent almost US$1 trillion (3% of GDP)  
on disaster recovery and other climate-related needs in the  
12 months to May 2025.3

	 Overall, according to Swiss Re, insured losses for natural 
catastrophes (mostly driven by climate-related events) are 
increasing by 5-7% annually, corrected for inflation.4

	 Globally, the UN Office for Disaster Risk Reduction estimates 
the costs of disasters (including but not limited to climate-
related disasters) at around US$2.3 trillion (i.e., about 2% 
of global GDP), when indirect costs and ecosystem costs are 
accounted for.5 

Degraded ecosystems mean that, when extreme 
weather events hit, the impacts are often more severe 
and costly

	 Since the 1950s, approximately 60% of global ecosystems 
have been significantly degraded,6 directly eroding our 
resilience in the face of extreme weather events.

	 Wetlands avoided more than US$625 million of property 
damage during Hurricane Sandy.7 When these natural shock 
absorbers are degraded, coastal communities are left exposed 
to more powerful, destructive waves and storm surges.

	 Floods in the US and Europe, such as the one in Valencia 
in 2023, are often made worse by the lack of upstream 
vegetation, the draining of wetlands and channelling 
waterways into narrow corridors.8 The risk of a large-scale 
flooding event can increase by as much as 700% in areas  
of widespread deforestation.9

EXTREME WEATHER 
EVENTS AFFECT INSURANCE 
PROTECTION AND HAVE 
ECONOMIC AND SOCIAL  
RIPPLE EFFECTS 

01.

California wildfires. Image: Adobe Stock

Source: UNDRR. (2025). Global Disaster Damage Losses (2000-2023). https://www.undrr.org/gar/gar2025
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FIGURE 1: GLOBAL DISASTER DAMAGE LOSSES (2000–2023)
In US$ trillion
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Mutually reinforcing physical climate and nature risks 
affect the availability and affordability of insurance 

	 Over the last decade, the top 19 global reinsurers have more 
than halved their exposure to insured catastrophe losses, 
increasing exposures and costs faced by primary insurers.10

	 In the UK, the average cost per weather-related claim 
increased by 73% between 2018 and 2023, driving premiums 
to a new peak value.11 15% of Australian homeowners are 
spending over a month’s income on annual premiums.12 
Overall, insurance premiums for American homeowners 
rose 38% between 2019 and 2024, almost twice the rate of 
inflation.13 In all instances, more severe impacts of more 
frequent extreme weather events play a crucial role in  
these rising insurance costs. 

	 Insurers lost money providing insurance to homeowners  
in 18 US states in 2023 – up from eight states in 2013.14  
In Florida, for example, at least seven large carriers became 
insolvent between 2021 and 2023 after record hurricanes 
and flooding,15 while others are choosing to leave markets, 
reducing insurance availability.

	 Increasing physical climate and nature risks also affect 
the affordability and availability of liability insurance, 
commercial insurance and agricultural insurance.

Climate-related insurance protection gaps are 
entrenched or increasing

	 Swiss Re estimates that less than half of economic losses  
from natural catastrophes are covered by insurance.16  

	 In the US, the share of uninsured homes grew from 5% 
in 2019 to 12% in 2024,17 as insurance affordability and 
availability has deteriorated nationwide. 

	 In Europe, only around 20-25% of catastrophe losses have 
been insured since 1980, with the protection gap widening 
over recent years.18  

	 In most emerging economies, the protection gap exceeds 90%.19

Increasing physical climate and nature risks and rising 
protection gaps undermine economic and financial 
stability, social cohesion and public health

	 The Bank for International Settlements estimates that major 
disasters’ initial impacts reduce growth by 1–2% and cause 
longer-lasting GDP losses of 2–4%, mainly due to uninsured 
damages.20 

	 Rising premiums and insurance withdrawal are already 
reshaping mortgage and property markets. US mortgage 
losses could reach US$5.4 billion by 2035 in severe weather 
years, driven by both direct and indirect impacts, according 
to one financial modelling firm.21 US Federal Reserve Chair 
Jerome Powell warned in February 2025 that, “if you fast-
forward 10 or 15 years, there are going to be regions of the 
[United States] where you can’t get a mortgage.”22 

	 Heat-related productivity losses – which are mostly not 
insured – and health issues reduce income, education23 and 
wellbeing.24 Worker productivity drops by 2-3% for every 
degree above 20°C, the World Meteorological Organization 
says, and rising temperatures lead to severe health impacts.25  

	 A lack of insurance protection is widening socio-economic 
inequalities. Despite facing higher exposure to climate risks, 
lower-income and marginalised communities remain the 
least covered.26, 27  

	 Meanwhile, the Institute of Economics and Peace estimates 
that the number of people at threat of displacement due to 
extreme weather events and the related social and political 
impacts could reach over 1 billion by 2050.28

Hurricane Debby flooded homes, Florida. Image: Adobe Stock

0
20
40
60
80

100
120
140
160
180

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
0

10
20
30
40
50
60
70

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

FIGURE 2: U.S. PROTECTION GAP FROM NATURAL CATASTROPHES FIGURE 3: PROTECTION GAP EU-27 FROM WEATHER & CLIMATE EVENTS 

Source: SwissRe. (2025). Source:  European Environment Agency (2025)

In US$ billion in 2024 prices In EUR billion in 2023 prices

4 | POLICY BRIEF: TACKLING THE INSURANCE PROTECTION GAP – FOCUS ON ADVANCED ECONOMIES

https://www.swissre.com/risk-knowledge/mitigating-climate-risk/natcat-protection-gap-infographic.html#/
https://www.eea.europa.eu/en/analysis/maps-and-charts/total-and-insured?activeTab=658e2886-cfbf-4c2f-a603-061e1627a515


Where insurance is lacking, governments increasingly 
have to fill the gap: public finances are exposed to 
contingent liabilities through explicit and implicit 
government aid and guarantees, adding to public debt 

	 After the 2021 Ahrtal floods, the German government 
committed €30 billion in reconstruction funds – around  
5% of Germany’s combined federal and state budgets.29 

	 In the US, the government granted US$110 billion in disaster 
assistance in 2024 for relief efforts in states hit by hurricanes 
and tornadoes.30  

	 Public insurance schemes increasingly bear rising contingent 
liabilities. The US National Flood Insurance Program is 
expected to absorb over 90% of the insured losses from 
Hurricanes Helene and Milton in 2024.31 Spain’s Consorcio 
de Compensación de Seguros has incurred €3.5 billion  
in insured losses following the 2024 Valencia floods.32

	 Climate risks and protection gaps can affect public debt  
and sovereign creditworthiness. The International Monetary 
Fund found that a country’s vulnerability to climate change 
can have a direct effect on its costs of borrowing.33 This  
in turn can affect government capacity for adaptation  
and resilience spending and coping with the next disaster.

	 Overall, rising levels of public debt – mostly held by 
institutional investors such as pension funds and insurance 
companies – and consequent downgrades in public 
creditworthiness further challenge financial stability. 

Investment in cost-efficient, forward-looking risk 
mitigation and prevention measures has to compete 
with urgent disaster and recovery spending 

	 The US Chamber of Commerce found that every dollar spent 
on climate resilience and preparedness can save communities 
up to US$13 in damages, cleanup costs and economic impact.34

	 NbS often offer cost-efficient opportunities for risk 
mitigation.35 In Switzerland, for instance, the protective 
function of forests is valued at around CHF4 billion  
(US$4.5 billion) annually36 and is up to 25 times more  
cost-effective than equivalent technical measures.37 

Overall, with physical earth systems approaching 
and crossing tipping points,38 adaptation becomes an 
increasingly shifting and elusive target, and insurance 
becomes increasingly difficult to price and to offer, 
undermining the foundations of the modern economy

“�Once we reach 3°C of warming, the situation locks 
in […] risk cannot be transferred (no insurance), 
risk cannot be absorbed (no public capacity), 
and risk cannot be adapted to (physical limits 
exceeded) […] and with it, capitalism as we know  
it ceases to be viable.”  
GÜNTHER THALLINGER,  
MEMBER OF BOARD OF MANAGEMENT OF ALLIANZ.39  

Public authorities in various countries have started to 
respond, yet their reactions to the protection gap are 
uneven and do not match the challenge in scale and scope

	 Governments have started to expand risk transfer 
mechanisms through public–private partnerships and 
mandatory insurance or premium subsidies, particularly in 
agriculture. However, the incentives within such schemes are 
often not aligned with necessary risk reduction measures. 

	 Some preventive measures have been introduced, 
such as updating building codes, zoning laws and climate 
adaptation plans, but a holistic perspective is missing 
and funding for adaptation remains low – it is often less 
than 1% of national budgets, despite rapidly rising climate 
losses. Moreover, nature protection and NbS are not well 
integrated into these efforts.

	 Leading supervisors, regulators and central banks 
are incorporating climate risk into oversight, including  
through climate stress-tests and protection gap dashboards. 
However, coordinated policy frameworks and requirements 
are underdeveloped and forward-looking risk assessment 
tools are not comprehensively applied. A true macroprudential 
perspective, focusing on threats to financial stability rather 
than on individual insurers’ solvency, is largely absent. 

	 International forums such as the G20 and the Coalition 
of Finance Ministers for Climate Action are increasingly 
emphasising the need for better data, risk modelling and 
collaboration across finance, insurance and environment 
ministries – but so far without implementing forceful measures. 

Flood damage in Ahrtal and Eifel. Reconstruction after cleanup. Image: Adobe Stock

“�The insurance protection gap leaves 
people vulnerable as extreme weather 
events hit people hard. Half of climate-
related losses globally, and more than 90% 
in developing countries, are uninsured. 
This is no longer just an insurance market 
issue, but a systemic threat to people’s 
livelihoods, economic resilience and even 
financial and fiscal stability.”  

LAURENCE TUBIANA,  
SPECIAL ENVOY TO EUROPE FOR COP30 
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1.	 A holistic and forward-looking risk and resilience 
assessment should reflect the combined effects on 
the economy of climate change, nature loss and the 
insurance protection gap 

Public authorities should broaden risk and resilience 
assessments and scenario analyses of extreme weather 
events beyond immediate physical damage. These should 
include indirect impacts, such as on insurability, business 
interruption, credit and mortgage markets, public budgets 
and sovereign debt sustainability. Assessments, including 
climate stress tests, should be cross-sectoral (e.g., covering 
banking and insurance), consider cross-border implications, 
and take a macroprudential perspective, focused on system-
wide financial stability and risks that accumulate across 
institutions and markets. 

Assessors should apply a precautionary approach 
in response to uncertainties such as Earth-system tipping 
points and challenges with quantification, as outlined by  
the UK Institute and Faculty of Actuaries.40   

   

2.	 Nature and nature-based solutions should be  
valued in policymaking alongside built infrastructure 
to ensure they are adequately prioritised 

Decision-making and accountability frameworks must value 
the economic and social contribution of nature. They should 
emphasise the importance of natural assets in reducing 
disaster risk and in contributing to collective health and 
prosperity. To strategically address the protection gap, 
scenario analysis, loss and damage assessments and recovery 
investments must also include the impacts of climate change 
and extreme weather events on ecosystems and natural 
capital. For example, the EU Solidarity Fund reimburses 
member states for restoring natural heritage alongside 
public infrastructure repairs.41 

  

3.	 Incorporate insurance dynamics into resilience 
planning 

Public authorities must collect and use information from  
the insurance sector to identify how insurance provision  
is changing, the implied exposure of sectors and locations, 
and the most important resilience measures. The EU’s 
Climate Resilience Dialogue between policymakers and 
insurers offers a platform and template for this.42 The EU’s 
Insurance and Risk Management Tools for Agriculture  
in the EU report provides another illustration.43 

  

2.1  �UNDERTAKE A HOLISTIC AND FORWARD-LOOKING RISK AND RESILIENCE ASSESSMENT, 
INCLUDING DIRECT AND INDIRECT LOSSES – WHILE NOT DELAYING NO-REGRETS ACTIONS

Climate and nature-related losses threaten to outpace the capacity of existing risk prevention and 
insurance systems. The costs of inaction are increasing and system-wide interventions to build 
resilience can have multiple benefits. The following Action Areas should inform government action. 
However, the recommended assessments should not delay action, but be undertaken in parallel.

WWF RECOMMENDATIONS: 
HOW TO CLOSE THE 
PROTECTION GAP AND 
BENEFIT PEOPLE, NATURE, 
BUSINESS AND GOVERNMENT

02.

Danube floodplain forest. Image: Adobe Stock

GOVERNMENT CENTRAL BANKS, FINANCIAL REGULATORS & SUPERVISORS MARKET SCIENCERESPONSIBLE 
BODIES CIVIL SOCIETY

KEY ACTION AREAS 
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4.	 Deliver on climate and nature commitments 

To maintain long-term insurability, governments must 
urgently enhance and implement their strategies to mitigate 
climate change and halt and reverse nature loss. For example, 
parties to the UN conventions on climate and nature should 
strengthen and deliver on their Nationally Determined 
Contributions (NDCs) under the Paris Agreement, informed 
by the outcomes of the Global Stocktake, and implement 
their National Biodiversity Strategies and Action Plans 
(NBSAPs) under the Kunming–Montreal Global Biodiversity 
Framework.44 This should include setting specific emission 
mitigation targets for ecosystems, halting and reversing 
deforestation, forest degradation and land conversion, and 
the orderly phasing out of fossil fuel and related subsidies.  

 

5.	 Deepen international coordination 

Global institutions and forums such as the G20, the Financial 
Stability Board and the International Association of Insurance 
Supervisors (IAIS) should embed climate change and nature 
loss mitigation, adaptation and resilience within global 
financial stability agendas and efforts to reduce the protection 
gap. The Compendium of the Coalition of Finance Ministers 
for Climate Action on tools and models to support financial 
decision makers provides an example.45 

  

6.	 Develop national transition pathways and require 
private sector transition plans to unlock private 
investments 

Governments must establish detailed national and 
sectoral pathways for achieving net-zero and nature-positive 
outcomes.46 These should align regulatory frameworks, 
tax reforms and concrete incentives to build confidence 
and unlock private capital. Large companies and financial 
institutions should develop credible and science-based climate 
and nature transition plans. (Spain, for example, requires 
emission reduction plans as a response to frequent extreme 
weather events.47) For insurers, this must include both their 
underwriting and investment activities. Access to state-backed 
insurance facilities and public reinsurance schemes should 
be conditional on insurance and reinsurance companies 
adopting and implementing robust transition plans.  

  

7.	 Mobilise private capital for nature-based and green 
solutions 

Governments should also use (blended) finance instruments 
– e.g., guarantees and first-loss tranches – to de-risk and 
catalyse investment in climate and nature projects within  
a proof-of-concept approach for innovative solutions.  
This should include targeted public insurance mechanisms 
or public-private partnerships for activities that are currently 
hard to insure, such as transitioning to regenerative 
agricultural practices,48 or traditional burning for land and 
ecosystem management,49 as well as for public projects, 
such as local ecosystem protection and restoration, where 
public self-insurance is often most efficient. Coordinated 
action among public authorities, investors and insurers  
can scale green and nature-based solutions globally, 
unlocking new opportunities for innovation, partnerships 
and generating resilience dividends.  

  

Bamboo and mangrove coastal flood protection. Image: Adobe Stock

2.2  �REDUCE GHG EMISSIONS AND HALT AND REVERSE NATURE LOSS DOMESTICALLY  
AND THROUGH INTERNATIONAL COOPERATION TO CONTAIN MUTUALLY REINFORCING 
CLIMATE AND NATURE RISKS 

To keep climate and natue risks insurable, governments must address the root causes of the twin 
crises by cutting emissions, restoring nature and aligning finance with global sustainability goals. 

“�The exponentially growing losses and 
damages from extreme weather events that 
are undermining the insurance market are 
caused both by increasing temperatures 
and the destruction of ecosystems that 
are protecting us. Forests, mangroves 
or wetlands are crucial for reducing the 
devastating impact of these extreme events 
and therefore need to be at the heart of 
strategies to increase our resilience and 
keep regions insurable.”  

KIRSTEN SCHUIJT,  
DIRECTOR GENERAL OF WWF INTERNATIONAL 

GOVERNMENT CENTRAL BANKS, FINANCIAL REGULATORS & SUPERVISORS MARKET SCIENCERESPONSIBLE 
BODIES CIVIL SOCIETY

KEY ACTION AREAS 
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2.3  �MAKE NATURE AND NATURE-BASED SOLUTIONS A CENTREPIECE IN ADAPTATION  
AND RESILIENCE PLANNING AND IN RESPONSE AND RECOVERY EFFORTS 

Nature must be positioned at the core not just of climate mitigation (i.e., reduction of greenhouse gas 
emissions), but also of climate adaptation, disaster risk reduction and resilience. Doing so offers a 
cost-effective, systemic pathway to prevent and mitigate disaster losses, enhance social and ecological 
stability and maintain the insurability of climate risks in the decades ahead.

8.	 Integrate nature into building codes, zoning and 
land-use planning

Construction standards for new buildings and renovations 
should require NbS such as green roofs, rain gardens and living 
walls to mitigate floods and heat. Governments should update 
zoning codes to reflect climate and nature risks. Land-use 
planning should restrict land conversion, create buffers against 
floods or wildfires, and preserve green spaces for cooling and 
water retention. For instance, Norfolk, Virginia in the US has 
developed one of the most climate-resilient zoning codes, 
encouraging building on higher ground, requiring elevated 
foundations in vulnerable areas and providing incentives 
for relinquishing land in flood-prone zones to conservation 
easements.50 In Europe, the city of Amsterdam is developing 
a comprehensive approach to prevent losses from increased 
temperatures, drought, extreme rainfall and flooding.51   

9.	 Accelerate and coordinate integrated landscape 
management and national adaptation planning 

Governments must deliver on national adaptation plans 
(NAPs), as required by the UN climate convention.52 To do 
so, they should use their convening power to align public 
and private actions, across sectors and in collaboration 
with insurance market participants, based on integrated 
landscape management. This is a collaborative, long-term 
approach where diverse stakeholders work together to 
manage a specific area to achieve multiple, often competing 
goals for society and the environment. Following examples 
like the Netherlands’ Delta Programme,53 adaptation 
planning should be participatory, science-based and multi-
level. Adaptation planning must include NbS. Examples 
such as Japan’s Eco-DRR (Ecosystem-based Disaster Risk 
Reduction)54 and California’s NbS strategy55 show how 
natural defences can strengthen resilience and lower long-
term costs. The UN Office for Disaster Risk Reduction56 
and the Partnership for Ecosystem for DRR and Adaptation 
provide comprehensive guidance for using NbS.   

    

10.	Embed nature in disaster recovery frameworks for 
the benefit of people and nature

Post-disaster recovery must embed nature-based restoration 
– such as wetland recovery after Hurricane Katrina or the 
restoration of natural areas for the prevention of soil erosion 
after the 2020 earthquake in Croatia57 – and reform aid criteria 
to favour NbS over grey infrastructure where appropriate. 
Nature must also be mainstreamed in post-disaster updates 
of building codes, zoning and land-use planning, and in physical 
risk prevention and mitigation, and follow an integrated 
landscape management approach. Local communities must 
have streamlined access to recovery funding.  

   

11.	Incorporate ecosystem services into insurance models 
and link insurance and risk reduction incentives

Governments must support insurers in valuing nature, 
including NbS, within catastrophe models through publishing 
or funding relevant data, pilot programmes and validation 
analysis based on damage data. Incentives and regulations, 
such as Colorado’s wildfire-mitigation law, should link 
premiums to verified landscape management measures.58 

Public or publicly backed insurance schemes must reward 
local risk-reduction and NbS investment. An example is 
the Community Rating System, a voluntary FEMA (Federal 
Emergency Management Agency) programme in the US. It 
incentivises communities to exceed minimum requirements 
for federal flood insurance by offering flood insurance 
premium discounts based on their floodplain management 
practices.59 Innovations in analysis and product design, such 
as those highlighted by the EU’s Naturance project or the 
Ocean Risk and Resilience Action Alliance initiative, also 
show what is possible and set out what is needed to scale 
and mainstream nature-based insurance solutions.60   

   

12.	Strengthen the resilience of ecosystems to climate 
change

Governments must support nature’s own adaptive capacity 
to shocks and stresses linked to climate change. Climate-
smart planning needs to be integrated into protected-area 
management. Habitat connectivity needs to be promoted and 
best practices on adaptive ecosystem management shared. 

GOVERNMENT CENTRAL BANKS, FINANCIAL REGULATORS & SUPERVISORS MARKET SCIENCERESPONSIBLE 
BODIES CIVIL SOCIETY

KEY ACTION AREAS 
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HEALTHY ECOSYSTEMS STRENGTHEN RESILIENCE
Intact and healthy ecosystems such as wetlands, forests and mangroves provide vital services, including water purification, 
climate regulation and soil stabilisation. By acting as regulators and buffers, reducing flood, heat and storm impacts, they can 
save lives and billions of dollars in damages.61 

However, since the 1950s, approximately 60% of global ecosystems have been significantly degraded.62 This creates a vicious 
cycle. Ecosystems become less resilient and more vulnerable to extreme weather events, which then further weaken these systems, 
pushing them closer to tipping points where they can no longer provide their vital ecosystem services. This in turn exacerbates 
climate change, which feeds back into further ecosystem decline and the loss of their protective functions.63 The World Bank 
estimates that the loss of selected ecosystem services (wood provision, pollination and marine fisheries) will lower global 
annual GDP in 2030 by US$2.7 trillion, if major ecosystems continue to collapse.64 

HAZARD NATURE’S PROTECTIVE ROLE NBS ILLUSTRATION

DROUGHT
Intact wetlands, peatlands, vegetation, 
and healthy soils improve water retention 
and regulate water flows.

UK peatland restoration in Yorkshire 
improves summer groundwater flows and 
pluvial water retention.65 Alpine meadow 
conservation in Canada enhances water 
storage.66

WILDFIRE
Mixed and well‑managed native 
forests show higher moisture retention 
and slower ignition spread versus 
monocultures.

Aspen stands in California reduce fire 
intensity.67 Cork oak landscapes in 
Portugal support natural fire breaks.68 
Sustainable forest management 
programmes in Germany, Portugal 
and Spain enhance resilience against 
wildfires and water scarcity.69 

EXTREME HEAT

Urban trees, green roofs, parks and 
vegetation lower air and surface 
temperatures through shading and 
evapotranspiration, providing health 
benefits.

London’s citywide planting programmes,70  
Barcelona’s Trees for Life Masterplan,71  
New York City’s Million Trees initiative72  
and green roof initiatives in Berlin,73 
Chicago,74 Paris,75 Warsaw76 and Toronto77 
all reduce peak urban temperatures and 
summer heat stress.

FLUVIAL FLOODS AND 
SURFACE RUN-OFF

Forest canopies, root systems, wetlands 
and floodplains slow runoff and store 
floodwaters.

Swiss Alpine reforestation reduces 
snowmelt flood risk.78 Floodplain 
reconnection on the Danube restores 
natural overflow capacity.79 Hedgerow 
networks in southern England80 and  
Elbe dyke relocation in Lenzen, 
Germany, increase water retention.81

LANDSLIDES
Vegetation root systems anchor soil, 
intercept rainfall and improve slope 
stability.

Forests in Alpine regions like Switzerland 
stabilise slopes and provide physical 
barriers.82

TROPICAL CYCLONES, 
HURRICANES AND 
WINTER STORMS; 
COASTAL FLOODS  
AND EROSION

Mangroves, seagrass meadows, coral 
reefs, dunes, wetlands and other coastal 
habitats offer buffers against storm 
surges and wave energy, reconnect 
water flows, stabilise sediments and 
reduce shoreline erosion.

Wetlands along the US Atlantic coast 
reduced damages during Hurricane 
Sandy in 2012.83 Restored salt marshes 
in New England reduce storm impacts.84 
Restoration of former saltworks into 
functional coastal wetlands in the 
Rhône Delta (Camargue, France) serve 
as buffer zones to enhance inland 
flood protection.85 Mangroves protect 
coastlines in Florida.86
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2.4  �ENHANCE POLICY INCENTIVES AND INSURANCE REGULATION TO FACILITATE  
RISK TRANSFER SOLUTIONS, ENSURING ALIGNMENT WITH RESILIENCE

In addition to the policy measures above to address risk and 
resilience, residual risks from extreme weather events need 
to be managed through insurance or similar risk transfer 
mechanisms to decrease the financial vulnerability of people, 
businesses and governments. Targeted public interventions  
in insurance markets should be expanded to perils and regions 
where protection gaps are most acute, and such interventions 
must incentivise greater resilience. 

A more in-depth discussion of the aspects of residual  
risk transfer solutions not directly related to climate and  
nature were intentionally not covered in this policy brief. 
Interventions to create risk transfer solutions are often  
central to public debates about protection gaps, such as  
in Italy, where mandatory insurance coverage for businesses  

was recently introduced, or in Germany, where discussion 
about mandatory flood insurance is ongoing. The related 
analyses and proposals are therefore already advanced, 
including in WWF’s own Greening Financial Regulation and 
Sustainable Financial Regulations and Central Bank Activities 
initiatives,87 and in the work of other organisations, such as 
the IAIS,88  the European Central Bank,89 the US National 
Association of Insurance Commissioners90 or the Council  
on Economic Policies.91 

This policy brief argues that, while improving risk 
transfer solutions is a crucial part of tackling the 
protection gap, these efforts need to be implemented  
in the context of a strategic approach to reducing  
risks and safeguarding insurability.

CONCLUSION03.
Considering the escalating and reinforcing risks 
from climate change and nature loss, it is essential 
that policymakers act now to implement a strategic 
approach to closing the insurance protection gap, 
as outlined here. 

Complementing WWF’s work here, an advisory group, 
comprised of re/insurance companies, brokers, insurance 
associations, NGOs, think tanks, an insurance regulator 
and researchers, contributed to this project. This 
demonstrates the relevance of this topic and a willingness 
across sectors and geographies to support solutions. 
Policymakers are urged to collaborate with these actors 
to strengthen risk reduction, preserve insurability and 
better protect communities. 

Elkhorn Slough Tidal Marsh Restoration Project. Image: Adobe Stock
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BEYOND RISK TRANSFER: THE CRUCIAL ROLE OF INSURERS TO ACCELERATE THE  
TRANSITION TO NET ZERO AND NATURE POSITIVE TO MAINTAIN INSURABILITY
In addition to government action, re/insurance companies  
and brokers have an important part to play in the strategic 
approach to maintaining insurability and reducing the 
insurance protection gap. Their investments and underwriting 
decisions must not contribute to the growing risks from extreme 
weather events that they then struggle to cover without 
government intervention. Instead, they must play a proactive 
role in integrating climate and nature risks and impacts into 
their policies and processes, supporting NbS and advocating  
for science-based policies.

WWF and Deloitte laid out in our 2023 Underwriting our  
Planet report92 the multiple levers that insurance 
companies can pull in their underwriting businesses  
to contribute to climate and nature goals:

	� The activities that an insurer chooses to underwrite or 
not. Coal mining or freight shipping would not take place 
in the way they do today without insurance coverage, 
for example, while renewable energy needs tailored and 
affordable insurance coverage to keep growing in line with 
net-zero objectives. 

	� Product design and claims management. The incentives 
created by insurance products are important. Insurance 
companies could better design products to prevent 
moral hazard and promote green choices, such as repair 
over replace, and build-back-better and green-for-old 
approaches to claims settlements. 

	� The supportive activities that insurers engage in. Insurance 
companies are important stakeholders for businesses 
and public authorities. They can leverage that position to: 
undertake engagement and advocacy with clients, peers and 
policymakers; share research and data; and finance projects  
to directly protect and restore nature and the climate.93  

Political advocacy and the defence of science-based 
policies are especially important in the current political 
environment. Based on their understanding of physical 
climate risks, insurers can effectively advocate for systemic 
change that aligns policy frameworks, financial markets 
and industry practices with urgent climate and nature goals 
as well as adaptation and resilience measures to maintain 
insurability. Laurence Tubiana, one of the architects of the 
Paris Agreement, highlights the important role of insurance 
companies for the adoption of the Paris Agreement, and  
she urges the industry to find its voice again in the run-up  
to COP30.94  

Recently, industry-related initiatives have provided 
additional specific guidance for insurance companies 
regarding their own transition plans. 

	� The reports of the Forum on Insurance Transition 
provide in-depth guidance and examples of best  
practices to insurance companies of how to develop  
and design climate transition plans.95  

	� The Principles for Sustainable Insurance have 
published detailed guidance for insurance companies 
regarding priority actions for nature96 and nature-
related assessments.97  

	� The Science Based Target initiative’s recent  
net-zero standard includes a standard for insurance 
underwriting.98  

These frameworks and guidance can help the insurance 
sector play its part in the transition to a net-zero, nature-
positive global economy. 

FIGURE 4:  LEVERS OF INSURANCE  
UNDERWRITING TO SUPPORT GLOBAL  
CLIMATE & BIODIVERSITY GOALS
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Source: WWF Switzerland. (2023)
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