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Last year's United Nations Climate Change
Conference, known as COP26, ended with

a commitment to “phase down” coal, stop
deforestation, reduce methane emissions by the
end of the decade, and accelerate the move towards
renewable energy.

In the build up to COP26, and following the climate conference, there has been

a continuation of investors and corporations announcing their commitments to
delivering net zero emissions. So far, about 40% RI WKH JIRED)  QDQFLD0 VHFIIRU KDV
aligned to a net zero target, while more than 20 global insurers and reinsurers have
joined the Net Zero Insurance Alliance (NZIA). And with leading scientists estimating
that about 90% of global GDP is covered by a net zero target, more and more carriers
are likely to follow suit.

This raises the question of how insurers and underwriters can steer the emissions
associated with underwriting to net zero. As they start out on their net zero journey,
three main areas of enquiry are likely to arise:

How to measure Armed with How they can
1 emissions and what measurement, how 3 operationalize their
to measure. they can steer their strategy to achieve
portfolio towards net their ambition
zero emissions. and commitments,

while still protecting
WKHLU SUR VIDELOLIN\
within a competitive
marketplace.


https://www.marsh.com/uk/services/climate-change-and-sustainability/insights/cop26-blog-series.html
https://www.unepfi.org/net-zero-banking/
https://netzeroclimate.org/innovation-for-net-zero/progress-tracking/#:~:text=Global%20Net%20Zero%20Progress,-Discover%20the%20full&text=Graph%3A%20Countries%20with%20net%20zero,85%25%20of%20the%20global%20population.
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Achieving

How is an insurer likely to steer a portfolio towards
net zero emissions? Typically, carriers drive and
manage change around industry or sector-based
strategies. In this instance, many carriers have
started with the most emissions-intensive sectors,
including oil and gas, power, and so on.

By using benchmarks — standards to measure
performance — and integrated assessment
models from climate scientists or institutions,
such as national energy agencies, insurers have
set possible routes towards net zero. They are
then able to analyze how their portfolio lines up
to that path and start to answer the question of
whether the key milestones for the transition are
achievable for a particular sector they are providing
cover for. If the goals are achievable, insurers can
then introduce a framework to push these targets
in the sectors they are insuring while at the same
WLPH SURYLGLQJ WKH LQVXUHGY ZUK VX FLHQW (DWWXGH
IR PDQDJH GL HUHQFHV LQ PDUNHI FRQGLILRQV DQG
competitive tensions.

Another consideration is the consistency of
approach on the underwriting side of the business,
DFURW GL HUHQW SURGXFI 0LQHV DQG ZKDW PLIKI EH
happening within the carrier’s own investment
portfolio. This inward and outward alignment is
VRPHIKLQJ WKDW PD\ PRYH DIl D GL HUHQW SDFH DQG
be more relevant to certain insurers than others.

There is also the question of whether the Russia-
8NUDLQH FRQ LFIl Z10) KDYH DQ\ EHDULQJ RQ LQVXUHUVE
sustainable underwriting ambitions. There may

be demand for insurance of projects that do not
necessarily align with this agenda, as countries
seek to reduce their reliance on Russian fuels.
Italy, for example, has already said it is considering
expanding its coal footprint. Nuclear power may


https://www.ansa.it/english/news/politics/2022/02/25/ukraine-italy-may-reopen-coal-plants-says-draghi_5b1ad68e-4806-4664-8108-09e0de606b8a.html
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About Marsh

Marsh LV KH ZRUGE (HDGLQJ LQVXUDQFH EURNHU DQG ULVN DGYLVRU = LWK DURXQG FROHDJIXHV RSHUDILQJ LQ
130 countries, Marsh serves commercial and individual clients with data-driven risk solutions and advisory
services. Marsh is a business of Marsh McLennan (NYSE: MMC), the world's leading professional services

UP LQ WIKH DUHDV RI ULVN VWUDWHJ\ DQG SHRS(H = LK DQQXD0 UHYHQXH QHDUO\ ELWLRQ ODUVK OF/HQQDQ
helps clients navigate an increasingly dynamic and complex environment through four market-leading
businesses: Marsh, Guy Carpenter, Mercer and Oliver Wyman )RU PRUH LQIRUPDILRQ YLVIW marsh.com,
follow us on LinkedIn and Twitter or subscribe to BRINK.

Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman. This document
and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken
as advice regarding any individual situation and should not be relied upon as such. The information contained herein is based
on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation

to update the Marsh Analysis and shall have no liability to you or any other party arising out of this publication or any matter
contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as
insurance brokers and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for which you
should consult your own professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and
IIKH ODUVK $QDI\VLY FRX(0G EH PDWHULDO\ D HFWHG LI DQ\ XQGHUI\LQJ DVVXPSILRQV FRQGLILRQV LQIRUPDILRQ RU IDFWRUV DUH LQDFFXUDIH
or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or
WKH QDQFLD0 FRQGLILRQ RU VRIYHQF\ RI LQVXUHWV RU UHLQVXUHUWV ODWVK PDNHV QR DVVXUDQFHV UHJDUGLQJ WKH DYDWDELIW\ FRWW RUWHUPV
of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or
WHUPV R1 FRYHUDJH DUH WKH XOWLIPDWH UHVSRQVLELILIN RI WKH LQVXUDQFH SXUFKDVHU ZKR PXW GHFLGH RQ WKH VSHFL F FRYHUDJH WKDW LV
DSSURSULDIWH IR LWV SDUILFXIDU FLUFXPWDQFHV DQG  QDQFLD) SRVIILRQ  &RS\ULIKW a


https://www.marsh.com
https://www.mmc.com/
https://www.marsh.com
https://www.guycarp.com
https://www.mercer.com
http://www.oliverwyman.com
https://www.mmc.com
https://www.linkedin.com/company/marsh-&-mclennan-companies-inc-/mycompany/verification/?viewAsMember=true
https://twitter.com/MarshMcLennan
https://www.brinknews.com
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