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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, insurance supervisors, 
domestic and global insurance markets, 
IFIs and development partners

Public-Private Insurance Partnerships 
have a role to play in closing the protection 
gap. However,  solutions need to be 
tailored to the:
• policy objective
• level of market development
• financial & institutional capacity

Beulah Chelva – Economist WB/FCI
How does DRF strengthen financial resilience?Photo

Adaptative Social Protection Program backed by 
a sovereign (parametric) insurance program

DRF puts in place pre-arranged / ex-ante,
financial protection instruments and
mechanisms to strengthen the financial
resilience of governments, businesses,
households, farmers, against climate shocks
and protecting livelihood and
development.

DRF is driven by four key principles:

Step 1: Historical loss data Step 2: Data Analysis Step 3: Statistical Analysis and 
Distribution Fitting

Risk Metrics from 
fitted distribution 
(smoothed line)

DRF Applications: Funding Gap can be identified by 
comparing the metrics with available funds
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SOVEREIGN CAT INSURANCE
Regional risk pools,  

(re)insurance markets

CAPITAL MARKET INSTRUMENTS
Catastrophe bonds, cat swaps, derivatives

INSURANCE of PUBLIC 
ASSETS & SECTORAL 

INSURANCE 

CLIMATE RESILIENT DEBT CLAUSES 

CONTINGENT CREDIT 

CONTINGENCY FUNDS

FLEXIBLE DEVELOPMENT LENDING

How best to respond financially?How likely are worst case scenarios?

Financial Design
Optimize combination of instruments

1. Disasters set back
developmental gains

China: $130bn+
2008 Sichuan Earthquake

Japan: $300bn+
2011 Tohoku Earthquake 

and Tsunami

Chile: 20% GDP
2010 Earthquake

New Zealand: 20% GDP
2010 Earthquake

Mexico: $2bn+
2017 Earthquake

Indonesia: $1bn+ 
2018 Earthquake 

& Tsunami

Australia: $70bn+
2019/20 Wildfires

Türkiye / Syria: $30bn+ 
2023 Earthquake 

US: $113bn+
2021 Hurricane Ian

Pakistan: $30bn+
2022 Floods

Morocco: $5-10bn

2023 Earthquake 
Albania: $1bn+ 

2019 Earthquake 

US$300bn US$520bn 90%

Global economic losses 

from disasters are on 

average more than 

US$300 billion a year

This increases by 60% to 

US$520 billion when 

estimating global 

consumption loss

In emerging economies, 

more than 90% of disaster 

losses are uninsured

GUARANTEES for FIRMS and 
FINANCIAL INSTITUTIONS

BUDGET REALLOCATION
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RISK LAYERING

No single 
instrument can 

address 
all risks.

ANALYTICS

To make sound 
financial decisions you 

need the right 
information. 

TIMELINESS
speed matters but not 
all resources are needed 
at once.

DISBURSEMENT

How money reaches 
beneficiaries is as 
important as where it 
comes from.

4

2

3

1
RISK LAYERING

ANALYTICSDISBURSEMENT


	Slide 1

