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Malaysia has limited exposure to natural disasters
compared to other ASEAN countries

Annual Expected Economic Loss (as % of GDP) in ASEAN Countries
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Source: World Bank. 2012. Advancing Disaster Risk Financing and Insurance in ASEAN Member States.
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Malaysia is mainly exposed to floods and droughts

1,600,000

1,400,000

1,200,000

1,000,000

800,000

600,000

Population Affected

400,000

200,000

107,271
55,871

Long Term
Average

Malaysia
Statistical Estimates of Population

Affected by disasters and crises
source: WB/CDRF Analysis from EM-DAT 1965-2018

52,972 77,657
mm N

1in5 Year

H Flood only

462,237

246,054

186,694
B lI:IIEEI. I

lin 10Year 1in 25Year

m All Perils Combined

827,471

383,922

1in 50Year

1,413,544

577,993

1in 100 Year

Disaster Risk Financing
& Insurance Program

SSPORTED BY

WORLD BANKGROUP



MEA 12MP Kick-Off Conference

Building a comprehensive approach to resilience

Reduce risk and Help households and
prevent disasters society cope with shocks

e.g. quality infrastructure e.g. shock responsive social safety nets

Physical Social
Resilience Resilience

Core Mandate of Finance

Financial Ministers

Resilience

Pre-arranged predictable funding when
disasters strike to protect the fiscal balance,
subnational governments, households, and

businesses

Source: WB contribution to 2019 G20 process .
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Core Principles of Disaster Risk Finance

Timeliness of Funding

Speed matters but not all
resources are needed at once.

Reconstruction

Relief

Disaster Risk Layering

No single financial instrument
can address all risk.

Market Based Instruments

I Contingent Financing

Budgetary Instruments

Disbursement of Funds

How money reaches beneficiaries
IS as important as where it comes from.
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Data & Analytics

Sound financial decisions require the right
financial information and data.
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Risk-layered Sovereign Disaster Risk Finance

World Bank World Bank direct issuance of CAT Bonds
Insurance- CAT Bonds
linked Y|
Securities CAT/Weather Insures against weather- and geological-related losses, ‘,_"r
Derivative based on an index —
S
&
1)
Establishment of regional facilities to pool risks and reduce |
Insurance CCRIF / PCRAF/ costs to cover against natural disasters in different

Investment Provides immediate liquidity following a pre-defined A
DDO weather trend/event L3
Contingent S
Loans §
CAT DDO Provides immediate liquidity following a natural disaster g‘.
=
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Philippines: Risk layering to build fiscal buffer

Philippines parametric insurance Long term Joint Catastrophe Property catastrophe risk
policy for natural disaster Risk Insurance for LGUs (under insurance pool with private
preparation) sector (under preparation)

Low Frequency/
High Severity
Transfer
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World Bank - Growing Support on DRF to help MOF
integrate risk finance in their macro-fiscal policy
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Regional catastrophe risk pools
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Southeast Asia Disaster Risk Insurance Facility (SEADRIF)
An ASEAN+3 Initiative

2019 ASEAN+3 Finance Ministers and Central Bank Governors’ Joint Statement

“We support the efforts of the Southeast Asia Disaster Risk Insurance Facility
(SEADRIF) to strengthen the financial resilience of ASEAN member countries to
climate and disaster risks, with support from the ASEAN Secretariat and the World
Bank. We welcome the participation of Cambodia, Indonesia, Japan, Lao PDR, Myanmar
and Singapore in SEADRIF. We also welcome the progress towards operationalizing the
catastrophe risk insurance pool for Lao PDR and Myanmar this year and the initiation
of preparatory work to expand coverage to other ASEAN member countries. We invite all
other ASEAN+3 member countries to join SEADRIF, and encourage donor partners

beyond ASEAN+3 to support this initiative.”
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SEADRIF — Working together for better financial protection

PROGRAMS

PRODUCTS

A DRF Platform for ASEAN
Countries. Tailored to diverse

SOUTHEAST ASIA

DISASTER RISK INSURANCE FACILITY perils, size, income level

O™ e KNiE™

Capacity
S22 Flood Risk instrance Building / Future

Insurance Market
Knowledge Programs

Company poce Development S

Cat Risk Pool Public Asset Future Products Projects Under

Insurance Program Other Programs

www.seadrif.org
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Disaster Risk Finance - Opportunities for Malaysia

« Become a member of SEADRIF

» Regional collaboration and knowledge sharing with other ASEAN countries
 Financial products against floods and droughts

* Insurance program for public assets (with other ASEAN MICs)

* Develop sharia compliant disaster risk insurance products

» Governments and public entities
* Households

* Charity organizations
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Contact

Olivier Mahul

Practice Manager

Crisis & Disaster Risk Finance
The World Bank Group
omahul@worldbank.org
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Philippines Cat Risk Insurance Program for Local
Governments

E—
Emergency Losses
Average Annual Loss (PHP) i .
Total: 6,131M . Hanes
. [ J<100M .
_ Philippines Bureau of the Treasury 1100M to 250M S,
POI IcthIder (BTI') [ 250M to 500M  liocos Norte cegayen
I 500M to 750M locos Sur
I 750M to 1,000M Isabela
Parametric insurance contract M 1,000M to 2,500M
Bl > 2.500M Ty
Zambales N
- ) X " . Quezon
Philippines Government Service Pampanga”” . °7 Caarines Norte
Insurer a—t- ,
|nSUI’ance SVStem (GSIS) S /\:\ A <‘;}Catanduanes
L SC)rsogoll\]orthern Samar
I Reinsurance contract for 100% of risk
Reinsurer International Bank for
Reconstruction and Development
Swap contract for 100% of risk | (AR S SN
(5 B M =T ¢ Davao Oriental
- e et
&0 & 8" (\‘r 2\ ¢ N
. . . . L 8 .b,’ &%ﬁﬂ o : \\J:L/\ Davao del Sur
Retrocessionaire | | International reinsurance market i . A
)\ AIR WORLDWIDE 0 100 200 400 o

Disaster Risk Financing
& Insurance Program

s | 14




MEA 12MP Kick-Off Conference

Indonesia DRFI Strategy
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The government combines financial instruments to obtain
an efficient and effective disaster risk financing scheme

The government retains the risk of frequent disasters
through the Budget

The government uses contingent credit to
complement the Budget for more severe risks
with moderate to high losses.

develops a pooling fund to improve
overall governance of disaster risk financing, including in:
(i) retaining and reducing the risk, (ii) financing all disaster
phases, including preparedness and (iii) improving disaster
risk financing governance (including aid)

The government uses insurance to transfer risks for
rare but severe events to financial markets.
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Market-based Risk Transfer Solutions for Sovereigns
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executed by the World Bank

Transaction Type

World Bank Role

Amount to date

Caribbean Catastrophe

Natural Catastrophe — earthquake & hurricane

(instrument)

Intermediation

(USD million)

Risk Insurance Facility (annually, 2007 to 2013, 2014 for 3 years) (swap/bond) 2035
(CCRIF)
Malawi Weather — drought (annually, 2008 to 2011) Intermediation 19
(swap)
: Natural Catastrophe — earthquake & hurricane Arranger
Mexico (2009 and 2012) (bond) 605
P_a C|f|c.Cata§’Frop he Risk Natural Catastrophe — earthquake, hurricane & Intermediation
Financing Initiative tsunami (annually, 2012 to 2016) (swap) 2325
(PCRFI) Y, p
Weather & Commodity hybrid — drought & oil Intermediation
Uruguay price (2013) (swap) 450
: Natural Catastrophe — earthquake & hurricane Intermediation
Mexico (2017) (bond) 360
: Intermediation
Global Pandemic (2017) (bond/swap) 425
o Natural Catastrophe — earthquake & hurricane Intermediation
Philippines (2017 and 2018) (swap) 596
Pacific Alliance - Chile, Intermediation
Colombia, Mexico and Natural Catastrophe —earthquake (2018) (bond) 1360
Peru
Total 3,861




