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ESG Perspective 
on Reinsurance

Environmental
Incorporates scientific 
measures of climate change 
into risk pricing (one of the few 
industries to do this)

Finances research into the 
impact of climate change on 
natural catastrophes

Brings objectivity that 
transcends politics on the 
impact of climate change on 
natural catastrophes

Increase public awareness of 
the impact of climate change

Provides valuable input to cost/
benefit analyses of climate 
change mitigation

Minimal climate impact 
because the reinsurance 
industry doesn’t manufacture 
anything

Social Governance

Investors are increasingly taking ESG into account when building portfolios. We believe 
that investing in reinsurance through insurance-linked securities offers strong positive 
ESG features. The first page of this document explains how the reinsurance industry scores 
positively on ESG issues. The second page provides some examples.

Helps rebuild after 
catastrophes

Provides incentives for 
communities to build away 
from high-risk areas

Provides incentives to build 
more resilient properties

Encourages more investment 
in productive capacity when 
catastrophic downside is 
protected

Levels the playing field by 
bringing insurance protection 
to all people

Improves financial security by 
providing investors with an 
alternative to stocks and bonds

Encourages insureds to 
improve oversight, controls, 
and risk management

Offers inputs to urban 
governmance in planning, 
financing, and managing urban 
development

Improves transparency and 
discipline through daily 
valuation of insurance-linked 
securities

Catastrophe modeling firms 
provide a model for risk 
measurement/management 
that could be an example for 
other asset classes

Catastrophe modeling 
firms provide best-in-class 
transparency for risk transfer

Avoids procyclicality1 of asset 
classes such as credit

1When the economy suffers a downturn, banks reduce credit, accelerating the downturn. This type of positive feedback loop has contributed to financial crises in the past. Catastrophe 
reinsurance does not have this type of unstable feedback loop.
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Three examples of how reinsurance and insurance-linked securities addresses ESG issues:

Rebuild critical infrastructure 
in developing countries
Insurers can help governments with the cost/
benefit of infrastructure resilience investments. 
For example, a magnitude 7.1 earthquake struck 
central Mexico in 2017, causing roughly $1.2B in 
insured losses. Within eight weeks the govern-
ment of Mexico received a $150M payout from a 
World Bank catastrophe bond. These funds went 
to FONDEN, a government agency responsible for 
infrastructure repair and the development of more 
resilient building techniques.

Motivate more resilient
building practices
Insurers offer lower premiums to homeowners 
who make their homes more resilient to natural 
disasters. Sophisticated castastrophe risk models 
account for how a property is built, and how it is 
reinforced. For example, the industry uses insights 
from testing homes in wind tunnels to determine 
how much to reduce reinsurance premiums based 
on mitigation measures such as hurricane clips 
and shutters. This has resulted in significant 
improvement in building codes and construction 
practices in hurricane-prone areas. 

Quantify the financial impact of 
climate change
Reinsurers and catastrophe modelers employ hun-
dreds of scientists to translate research and data 
into objective risk metrics. New versions of wildfire 
catastrophe models capture the extent to which 
climate change is increasing the probability of 
wetter winters (causing more fuel buildup), hotter, 
drier summers, and stronger winds. Corresponding 
increases in risk are reflected objectively in rein-
surance premiums. This in turn impacts the extent 
to which homes are built in the wildland urban 
interface. 

1 2

(1) Infrastructure reconstruction in Mexico following 2017 earthquake  (2) Wind tunnel for testing  
impact of hurricane mitigation measures (3) California homes in the wildland urban interface.

Source: Munich Re
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Dislosures

This report has been prepared solely for informa-
tional purposes and does not represent investment 
advice or provide an opinion regarding the fairness 
of any transaction to any and all parties nor does 
it constitute an offer, solicitation or a recommen-
dation to buy or sell any particular security or 
instrument or to adopt any investment strategy. 
This report is not research and should not be 
treated as research. This report does not represent 
valuation judgments with respect to any financial 
instrument, issuer, security or sector that may be 
described or referenced herein and does not repre-
sent a formal or official view of Stone Ridge. 
It should not be assumed that Stone Ridge will 
make investment recommendations in the future 
that are consistent with the views expressed here-
in, or use any or all of the techniques or methods 

of analysis described herein in managing client 
accounts. Stone Ridge and its affiliates may have 
positions (long or short) or engage in securities 
transactions that are not consistent with the infor-
mation and views expressed in this report. 
There can be no assurance that any investment 
strategy or technique will be successful. Historic 
market trends are not reliable indicators of actu-
al future market behavior or future performance 
of any particular investment, which may differ 
materially, and should not be relied upon as such. 
Target or recommended allocations contained 
herein are subject to change. There is no assur-
ance that such allocations will produce the desired 
results. The investment strategies, techniques or 
philosophies discussed herein may be unsuitable 
for investors depending on their specific invest-
ment objectives and financial situation. 

The Stone Ridge Funds are distributed by ALPS 
Distributors, Inc. SRG001705 Exp. 5/27/2022


