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1. Disasters set back
evelopmental gains
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2. How can Disaster Risk

inance (DRF) help¢

DRF puts in place pre-arranged / ex-ante,
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ANALYTICS

US$300bn

Global economic losses
from disasters are on
average more than
US$300 billion a year

US$520bn

This increases by 60% to
US$520 billion when
estimating global
consumption loss

90%

In emerging economies,
more than 90% of disaster
losses are uninsured

To make sound
financial decisions you
need the right
information.

ow money reaches

eneficiaries is as
important as where it
comes from.
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3. From analytics to DRF strategy design

How likely are worst case scenarios?

Step 1: Historical loss data Step 2: Data Analysis
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Year Exceedance Probability

Step 3: Statistical Analysis and
Distribution Fitting

How best to respond financially?

Financial Design
Optimize combination of instruments
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DRF Applications: Funding Gap can be identified by

metrics with available funds

4. Hlustration: Malawi

5. Key lessons learned

Adaptative Social Protection Program backed by

a sovereign (parametric) insu
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strategy

Layered financing

Model data: Rainfall & food insecurity to deliver
payouts before the lean season.

~600,000 people in six districts protected by explicit
mechanism with pre-arranged financing. Additional
people protected by flexible funding

rance program

US$22mn insurance coverage through

ARC ltd, For governments scalable
drought triggers in 6 named districts

USS$37.5mn contingency finance from
GoM'’s IDA allocation, to cover

insurance deductibleand for response
in a wider range of districts / perils

Covers vulnerable households on the
social cash transfer program and the
climate smart public works program.

Cash transfers delivered through
digital accounts offered by financial
service providers

No financial instrument is a silver bullet -
a risk layering strategy is necessary to
maximize risk absorption

Stakeholders need to come together to
address financial resilience: National
governments, iInsurance supervisors,
domestic and global insurance markets,
IFls and development partners

Public-Private Insurance Partnerships
have a role to play in closing the protection
gap. However, solutions need to be
tallored to the:

. policy objective
. level of market development
. financial & institutional capacity

Beulah Chelva — Economist WB/FCI

How does DRF strengthen

Disaster Risk Financing
& Insurance Program
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financial resilience?
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