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Dear Readers,

As we delve into the diverse array of topics featured in
this month's issue of Brighton INSIGHTS, a common
thread emerges - the intersection of innovation, risk,
and adaptation.

From the challenges facing renewable energy projects in
the wake of intensifying hailstorms to the imperative for
Southeast Asia to decarbonise amidst its rapid economic
growth, each article underscores the pressing need for
proactive approaches to mitigate risk and embrace
change.

In the realm of artificial intelligence, where
organisations are increasingly turning for innovation,
the spotlight is on effective risk management. The
introduction of captives as a strategic solution
highlights the necessity of staying ahead of the curve
in addressing issues such as data privacy and
algorithmic bias.

Lastly, the burgeoning metaverse presents both promise
and peril for industries like insurance. By understanding
the unique risks and opportunities within virtual
environments, insurers have the chance to redefine risk
management paradigms and shape the future landscape
of their industry.

As we navigate these shifting tides of innovation and
challenge, it is clear that success lies in our ability to
adapt, innovate, and collaborate. Let this edition of
Brighton INSIGHTS serve as a beacon for forward-
thinking strategies and resilient approaches in the face
of an ever-evolving world.

Happy reading!
Aot ol

Annie Undikai
Managing Editor
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and existing projects against this threat has
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Amidst the climate change crisis, Southeast Asia is
increasingly recognising the need to decarbonise its
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heavy reliance on coal and surging energy demand.
To aid this transition, the region has launched its
first Southeast Asia (SEA) Green Economy Index.
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bias.
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The Renewable Energy
Insurance Conundrum
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In the realm of risk management, hail is
emerging as a formidable adversary,
drawing increasing attention from
re/insurers seeking to curtail exposure.
This focus on mitigating hail-related risks
comes amidst a broader escalation in
severe convective storms (SCS), a trend
that has already translated into a surge in
claims in recent years.

Renewable energy ventures, particularly
those in the solar sector, find themselves
grappling  with the repercussions.
Securing coverage for both new projects
and existing assets against the looming
threat of hailstorms has become a
daunting task.

Changing Landscape of Risk
Management

The evolving landscape of insurance
coverage within the renewable energy
sector is marked by significant shifts in
policy terms and claim dynamics. Major
carriers are now implementing stringent
caps on coverage, often restricting it to a
meagre $1 million per risk. This limitation
reflects a broader trend in the insurance
industry, where insurers are reevaluating
their exposure to weather-related risks,
particularly those posed by hail and SCS.

According to a recent industry report by a
leading risk management firm, the
prevalence of hail and SCS events has
significantly impacted the profitability of
solar projects on a global scale. The report

highlights a disheartening transformation
in the claims landscape, with an alarming
increase in the frequency and severity of
weather-related claims in recent years.

Over the last decade, insured losses
stemming from secondary perils have
exhibited a consistent upward trajectory,
with SCS emerging as the primary
contributor to these losses. Despite their
short-lived and localised nature, SCS
which includes tornadoes, hailstorms, and
thunderstorms, can unleash sudden and
intense bursts of destructive force, posing
significant risks to insured assets.

Over the last
decade, insured
losses stemming
from secondary

perils have
exhibited a
consistent upward
trajectory, with
SCS emerging as
the primary
contributor to these
losses.
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In the US, which accounts for a significant
portion of the global solar market, insurers
have witnessed a notable surge in claims
attributed to hailstorms. According to
Gallagher Re, hail remains the primary
sub-peril within SCS events. The total
insurance claims for SCS in the US in 2023
reached a historic high of $63 billion, with
hail consistently accounting for 50% to
80% of all thunderstorm-related claims
annually! In March, thousands of panels
on a solar farm in Texas, were damaged
by a powerful hailstorm in the size of golf
balls.

Regions such as Europe, Asia-Pacific, and
the Middle East have experienced a similar
rise in hail and SCS-related claims,
underscoring the global nature of this
challenge. Several hailstorms are also
reported to occur in the Middle East. For
instance, in February this vyear, large
hailstones covered roads in the UAE, which
is a rare weather phenomenon in the
desert region. A study published by Munich
Re estimates that Europe will experience
an increase in severe hailstorms, with
potentially 10-20% more occurring than in
previous years. 2

Furthermore, analysis of insurance
industry data reveals that hail and SCS
events are not only causing direct damage
to solar panels but also disrupting project
timelines and operational efficiency.
Delays in construction and repairs,
coupled with downtime due to weather-
related disruptions, have contributed to
substantial revenue losses for solar
project developers and investors.

1 Gallagher Re (2024). Q1 2024 Gallagher Re Natural Catastrophe and Climate Report. https://www.ajg.com/
gallagherre/news-and-insights/2024/april/natural-catastrophe-climate-report/

2 Munich Re (2020). https://www.munichre.com/en/insights/natural-disaster-and-climate-change/climate-

change-and-severe-hailstorms-in-europe.html
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For the renewables industry, these
developments present a stark reality:
projects are either being shelved due to
exorbitant insurance costs or failing to
obtain the necessary coverage limits
commensurate with project scale.

Challenges in Coverage

Indeed, the evolving weather patterns,
coupled with the burgeoning scale of solar
projects, amplify the challenges. In a
report drawn from five years of data
gathered by GCube, it was revealed that
hail claims now average approximately
$58.4 million per claim, constituting
54.21% of the total incurred costs of solar
loss claims attributed to hail® This stark
reality underscores a significant disparity
between the insurance needs of solar
projects and the available coverage in the
market, resulting in project delays and
cancellations.

The report sheds light on various critical
factors exacerbating the vulnerability of
solar projects. These include deficiencies
in hail risk modelling, ineffective
mitigation approaches, restricted and
expensive insurance options, and a
volatile funding environment.

Additionally, the pursuit of cost efficiencies
has led solar manufacturers to adopt
larger, more delicate panels in locations
prone to hail, further imperilling project
viability. Such trends pose a significant
threat to the economic feasibility of
forthcoming projects.

This stark reality
underscores a
significant disparity
between the
insurance needs of
solar projects and
the available
coverage in the
market, resulting in
project delays and
cancellations.

3 Renewable Energy World (2023). Solar Industry Needs Practical Solutions To Existential Hail Threat.
https://www.renewableenergyworld.com/solar/solar-industry-needs-practical-solutions-to-existential-hail-

threat/#gref
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A Parametric Solution

Parametric insurance offers a unique
advantage in providing coverage for
solar panels against hailstorms by
allowing for precise customisation based
on specific policy triggers, notably the
size of hailstones. Unlike traditional
property and casualty (P&C) policies,
which often have fixed deductibles and
sublimits, parametric policies empower
solar owners to tailor coverage to their
exact needs and risk tolerances.

One of the key benefits of parametric
insurance is its flexibility in defining policy
triggers. Solar owners can specify the size
of hailstones their panels can withstand,
enabling them to accurately assess the
probability of future hail events exceeding
that size. By quantifying their risk
exposure and determining their desired
level of risk retention, solar owners can
then customise coverage to bridge any
gaps between their retention and a
standard P&C policy.

The abilty to customise coverage
parameters allows for a high level of
specificity  tailored to the unique
characteristics of each solar project.
Parametric policies can be structured to
supplement or replace deductibles found in
traditional property policies, providing
additional protection against hail damage.
Moreover, they offer flexibility in replacing
policy sublimits, ensuring that coverage
aligns precisely with the risk profile and risk
tolerance of individual clients.

Ultimately, parametric insurance
empowers solar owners to proactively
manage their risk exposure and optimise
their insurance coverage to safeguard
their investments against hailstorm
damage. By offering greater control and
flexibility in coverage design, parametric
policies provide a tailored and efficient
solution to mitigate the financial impact
of hailstorms on solar panels.

APRIL 2024
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Southeast Asia stands at a critical
juncture in its development trajectory.
While the region has experienced rapid
economic growth over the past few
decades, this progress has come at a
significant environmental cost. The
burning of fossil fuels for energy
generation, industrial production, and
transportation has resulted in alarming
levels of air pollution and contributed to
global climate change.

As the world grapples with the urgent
need to reduce carbon emissions, the
region faces the daunting task of
decarbonising its economy while sustaining
economic growth and improving the
livelihoods of its people.

Decarbonising Southeast Asia poses
several challenges, ranging from the
region's heavy reliance on coal to its
rapidly growing energy demand. Coal
remains the dominant source of energy in
many Southeast Asian countries due to its
affordability and availability. However,
coal-fired power plants are major
contributors to greenhouse gas emissions
and air pollution, posing significant health
risks to the population.

Transitioning away from coal towards
renewable energy sources such as solar,
wind, and hydropower is essential for
reducing carbon emissions and mitigating
climate change. However, this transition

requires substantial investments in
infrastructure and technology, as well as
supportive  policies and regulatory
frameworks.

Another challenge is the lack of access to
clean and affordable energy for millions of
people in rural and remote areas of
Southeast Asia. While urban areas have
access to electricity from centralised
grids, many rural communities rely on
diesel generators or have no access to
electricity at all.

Expanding access to clean energy through
off-grid solutions such as solar microgrids
and mini-hydro systems is essential for
improving livelihoods, promoting
economic development, and reducing
emissions from fossil fuel combustion.

Despite these challenges, Southeast Asia
presents significant opportunities for
decarbonisation. The region has abundant
renewable energy resources, including
solar, wind, hydro, and biomass, which
can be harnessed to meet its growing
energy needs sustainably.

APRIL 2024



PAGE T

INSIGHTS

To facilitate the transition towards
sustainability, the region has witnessed
the launch of its first Southeast Asia
(SEA) Green Economy Index. This index
aims to track decarbonisation progress
across Southeast Asian markets, offering
valuable insights into the region's
transition towards a greener economy.
While the implications of such an index
are far-reaching, one industry poised for
significant impact is the insurance sector.

SEA Green Economy Index

The SEA Green Economy Index stands as
a formidable instrument meticulously
crafted to gauge and monitor the
sustainability endeavours of Southeast
Asian nations. Born out of extensive
collaboration among governmental bodies,
businesses, and civil society organisations,
this index epitomises a holistic approach
to evaluation. Its inception underscores a
collective commitment to fostering
sustainable practices across the region,
transcending individual interests for the
collective good.

At its core, the SEA Green Economy Index
evaluates the progress of each country
across five metrics, with varying
weightage totalling 100%: ambition
(20%), progress (25%), roadmap (20%),
accelerator (25%), and investment (10%).

It provides an objective snapshot of
yearly performance and relative standing
among peers, highlighting areas of
strength and recognising progress.
Importantly, the index evolves
continuously as the region adjusts
initiatives to align with market needs.
Hence, this index serves as a barometer
for evaluating the region's progress
towards a more environmentally friendly
economy.

The SEA Green Economy
Index stands as a
formidable instrument
meticulously crafted to
gauge and monitor the
sustainability
endeavours of Southeast
Asian nations.

APRIL 2024
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Impact on the Insurance Industry

The launch of the SEA Green Economy
Index holds significant implications for the
insurance industry in Southeast Asia.
Here's how:

Risk Assessment and Underwriting
Insurance companies rely heavily on risk
assessment to determine premiums and
underwriting policies. With the
introduction of the SEA Green Economy
Index, insurers gain access to valuable
data that can enhance their risk
evaluation processes. By incorporating
environmental sustainability metrics into
their risk models, insurers can better
assess the long-term viability of insured
assets and adjust premiums accordingly.

Product Innovation

The shift towards a greener economy
necessitates innovative insurance products
that cater to emerging risks and
opportunities. Insurers can leverage
insights from the SEA Green Economy
Index to develop new products tailored to
the needs of environmentally conscious
businesses and individuals. These products
may include specialised coverage for
renewable energy projects, carbon
offsetting initiatives, and sustainable
infrastructure development.

Regulatory Compliance

As governments in Southeast Asia
intensify their focus on environmental
regulations, insurers must adapt to
evolving compliance requirements. The
SEA Green Economy Index serves as a
benchmark for regulatory authorities,
influencing the development of policies
aimed at promoting sustainability.
Insurance companies must stay abreast
of these regulatory changes to ensure
compliance and avoid potential
penalties or reputational damage.

Investment Strategies

In addition to underwriting insurance
policies, many insurers manage
investment  portfolios that include
environmentally sensitive assets. The SEA
Green Economy Index offers valuable
insights into sectors poised for growth
within the green economy, allowing
insurers to optimise their investment
strategies. By allocating capital towards
sustainable initiatives, insurers can align
their investment objectives with broader
environmental goals while potentially
achieving competitive returns.

APRIL 2024



PAGE 13 INSIGHTS APRIL 2024

Data Analytics and Predictive Modeling

The availability of data from the SEA Green Economy Index enables insurers to leverage
advanced analytics and predictive modelling techniques to assess environmental risks more
accurately. By analysing historical data and identifying trends, insurers can anticipate future
challenges and develop proactive risk mitigation strategies. This proactive approach not only
enhances insurers' ability to manage environmental risks but also improves overall business
resilience in the face of climate change impacts.

Customer Engagement and Education

The emphasis on decarbonisation and sustainability presents an opportunity for insurers to
engage with customers and educate them about the importance of environmentally friendly
practices. Insurers can develop educational materials, host workshops, and offer incentives
to encourage policyholders to adopt greener lifestyles and business practices. This
engagement not only strengthens customer loyalty but also promotes a positive brand image
aligned with sustainability values.

Conclusion

The launch of the SEA Green Economy Index marks a significant milestone in Southeast
Asia's journey towards decarbonisation. While its primary purpose is to track progress
towards environmental sustainability, its impact extends far beyond that, influencing various
sectors including the insurance industry. By leveraging the insights provided by this index,
insurers can enhance risk assessment practices, drive product innovation, ensure regulatory
compliance, and optimise investment strategies in alignment with the region's green
economy objectives. As Southeast Asia continues to prioritise sustainability, the insurance
industry stands poised to play a pivotal role in supporting and catalysing this transition.
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Artificial Intelligence (AI) has become the
cornerstone of digital transformation,
reshaping industries and revolutionising
business models. From predictive analytics
to autonomous systems, AI holds the
promise of unlocking unprecedented
efficiencies and insights. However, this
technological paradigm shift comes with its
own set of risks and challenges that
demand careful consideration.

As organisations increasingly integrate Al
into their operations, they must grapple
with complex issues such as data privacy
breaches, algorithmic biases, and the
ethical implications of automated
decision-making. The ability to effectively
manage the real risks of Al has emerged
as a critical imperative for businesses
seeking to harness its transformative
potential while safeguarding against
potential pitfalls.

Understanding the Risks of Al

Before delving into the role of captives, it's
essential to thoroughly grasp the
multifaceted risks inherent in Al
implementation. Data privacy and security
emerge as paramount concerns in this
landscape, given AI systems' heavy
reliance on vast amounts of sensitive
data. Any breach or misuse of this data
can trigger severe repercussions, ranging
from hefty regulatory fines to irreparable
reputational damage, amplifying the
urgency for robust protective measures.

Furthermore, the intricate algorithms
powering Al systems, if not meticulously
monitored and calibrated, can
inadvertently perpetuate biases inherent
in the data they are trained on. This
presents a dual challenge: ethical
dilemmas stemming from discriminatory
outcomes and the looming threat of legal
consequences, as companies risk facing
lawsuits for algorithmic discrimination.

Such challenges underscore the critical
imperative for organisations to navigate
Al implementation with a keen eye on
fairness and equity, while concurrently
fortifying their risk  management
strategies to mitigate these potentially
detrimental effects.

APRIL 2024
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Furthermore, the rapid pace of
technological advancement in Al
introduces an additional dimension of
complexity to the risk environment. From
the looming threat of adversarial attacks to
potential malfunctions, the evolving nature
of AI risks necessitates a flexible and
responsive approach to risk mitigation.
Consequently, staying informed about
emerging threats and employing
innovative solutions is crucial for mitigating
uncertainties in Al deployment.

Role of Captives in Risk Management
Captives, traditionally used by companies
to manage risks such as property damage
and liability, are increasingly being
leveraged to address emerging risks like
those posed by AI. By establishing a
captive insurance entity, companies gain
greater  control over their risk
management strategies and can tailor
coverage to their specific needs.

One of the key benefits of captives in the
context of AI risk management is the
ability to provide customised coverage
that traditional insurance markets may
not offer. Al-related risks are often unique
to each organisation, depending on factors
such as the type of AI applications
deployed and the industry in which they
operate. Captives enable companies to
design policies that align precisely with
their risk profile and risk appetite.

One major issue regarding Al involves
safeguarding sensitive data. Captives can
be instrumental in tackling this concern by
offering protection against data breaches
and cyber-attacks linked to Al systems.
Businesses can utilise captives to finance
cybersecurity strategies and response
plans, ultimately strengthening their
ability to combat data security risks.

Captives, traditionally used by companies to
manage risks such as property damage and
liability, are increasingly being leveraged to
address emerging risks like those posed by Al.

APRIL 2024
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Another significant risk associated with
Al is the potential for algorithmic bias,
which can lead to discriminatory
outcomes in decision-making processes.
Captives can help address this risk by
providing coverage for liabilities arising
from algorithmic discrimination claims.
Companies can use captives to fund
initiatives aimed at mitigating bias in Al
algorithms, such as diversity in dataset
collection and algorithmic fairness
testing.

As Al technology continues to evolve, so
too will the associated risks. Captives
offer companies the flexibility to adapt
their risk management strategies in
response to emerging AI risks. By
continuously monitoring developments in
AI technology and regulatory landscape,
companies can adjust their captive
insurance programs accordingly to
ensure they remain resilient to evolving
threats.

Additionally, captives can serve as a
strategic tool for transferring certain Al-
related risks to the insurance market,
particularly for risks that are beyond the
organisation's risk tolerance or financial
capacity. Reinsurance arrangements can
be structured within captives to provide
additional protection against catastrophic
Al-related events, such as widespread
algorithmic failures or regulatory fines.

Navigating AI Risks

With organisations increasingly rely on
Al to drive innovation and competitive
advantage, managing the associated
risks becomes paramount. Captives offer
a strategic and flexible solution for
addressing the real risks of AI, from
data privacy and security concerns to
algorithmic bias and discrimination.

Through utilising captives to customise
insurance coverage and incorporate risk
management strategies, companies can
confidently and resiliently navigate the
intricacies of Al-related risks. In an era
defined by technological disruption,
captives emerge as a vital tool for
safeguarding against the uncertainties of
Al-driven future.

2D

-)

[ &
U Ny
S

A -

APRIL 2024



PAGE 18 INSIGHTS APRIL 2024

Unraveling the Insurance Market
in the Metaverse
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The metamorphosis of the digital realm
into the metaverse has sparked a
paradigm shift not only in how we
perceive virtual experiences but also in
the realm of risk management. This
emerging digital frontier, with its
expansive economic landscape primarily
fuelled by the gaming industry, presents
a plethora of opportunities and
challenges for insurers. However,
despite its transformative potential, the
insurance market for the metaverse
remains largely uncharted.

Unveiling the Metaverse
The metaverse is not just a single virtual

world; rather, it's a collective universe of
interconnected digital spaces, each with
its own unique characteristics and
experiences. It transcends the boundaries
of individual platforms and games,
encompassing a vast ecosystem of virtual
environments, social networks, and
immersive technologies. In essence, the
metaverse is a parallel digital reality
where users can seamlessly navigate and
interact with both virtual entities and
other users in real-time.

At the heart of the metaverse lies the
gaming industry, which serves as a
catalyst for its growth and development.
Video games have long been pioneers in
creating immersive virtual experiences,
providing users with opportunities to
explore fantastical worlds, engage in epic

quests, and connect with other players
worldwide. However, the metaverse
expands upon this foundation by
integrating various forms of media,
entertainment, and social interaction
into a cohesive digital landscape.

Within the metaverse, users can engage
in @ myriad of activities, ranging from
gaming and entertainment to commerce
and education. They can create and
customise virtual avatars, build and
decorate virtual spaces, and participate
in virtual events and communities.
Moreover, the metaverse blurs the lines
between the physical and virtual worlds,
allowing users to seamlessly transition
between digital and real-world
experiences.

In essence, the
metaverse is a parallel
digital reality where
users can seamlessly
navigate and interact
with both virtual
entities and other users
in real-time.

APRIL 2024
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The metaverse holds greater importance
than just entertainment; it signals a shift
in how we view and engage with digital
technology. It creates a feeling of
presence and immersion that goes beyond
conventional media, allowing users to
establish deep connections and engage in
significant experiences within virtual
realms. Additionally, the metaverse sparks
innovation and creativity, empowering
individuals and companies to discover
fresh possibilities and express themselves
in innovative ways.

As the metaverse continues to evolve,
the need for risk mitigation strategies
becomes increasingly apparent. With
millions of users engaging in virtual
worlds, the potential for cyber threats,
data breaches, and other security
vulnerabilities looms large. The dynamic
and interconnected nature of the
metaverse poses unique challenges for
risk assessment and management,
requiring insurers to adapt and innovate
in order to address emerging threats and
opportunities.

Hence, the metaverse represents a
transformative landscape that transcends
traditional notions of virtual reality. It
offers a vast and immersive digital
environment where users can interact,
transact, and create value in ways
previously unimaginable. By harnessing
the power of technology and innovation,
insurers can play a pivotal role in
safeguarding the integrity and security of
the metaverse.

Elements Potentially Insurable
Beyond traditional risk categories, several
elements within the metaverse have the
potential to be insured, providing further
avenues for market expansion. These
include:

APRIL 2024
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Virtual Assets Virtual Property
As users invest real money in acquiring Just as physical property requires

virtual assets such as digital currency, in-
game items, and virtual real estate, the
need for asset protection becomes
paramount. Insuring against theft, loss, or
damage of virtual assets can provide users
with peace of mind and foster trust in the
virtual economy.

Virtual Liability_

With  virtual interactions becoming
increasingly complex, the risk of liability
claims arising from disputes, defamation,
or virtual accidents is on the rise. Insuring
against virtual liability can help mitigate
legal and financial risks for both
individuals and businesses operating
within the metaverse.

Virtual Events and Experiences

The metaverse offers a myriad of events
and experiences, ranging from virtual
concerts to immersive storytelling. Insuring
against disruptions or cancellations of
virtual events can safeguard organisers
and participants against financial losses,
ensuring the continuity of virtual
entertainment and cultural activities.

protection against damage or destruction,
virtual property such as digital art,
intellectual property, and virtual worlds
may also benefit from insurance
coverage. Insuring against risks such as
cyber vandalism or virtual property
disputes can help preserve the integrity
and value of virtual assets.

Challenges & Opportunities

Despite the rapid evolution of the
metaverse, traditional insurance solutions
have yet to adapt to its unique dynamics,
leaving both users and businesses
vulnerable to a myriad of risks inherent in
virtual environments. From the looming
threat of cyberattacks and data breaches
to the potential for virtual asset theft and
virtual property damage, the spectrum of
liabilities within the metaverse is vast and
multifaceted.

Despite the rapid evolution of the metaverse, traditional
insurance solutions have yet to adapt to its unique
dynamics, leaving both users and businesses vulnerable
to a myriad of risks inherent in virtual environments.
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One of the primary challenges in insuring
the metaverse lies in accurately defining
and quantifying risks within its dynamic
and ever-evolving ecosystem. Traditional
risk assessment models, designed for
physical assets and conventional liabilities,
often struggle to account for the
complexities of virtual environments. In
the metaverse, the value of assets and the
nature of interactions can fluctuate
rapidly, making it difficult to establish
standardised risk profiles.

Moreover, the absence of regulatory
frameworks specific to the metaverse
further  complicates the insurance
landscape, creating a sense of uncertainty
for insurers and insured alike. Without
clear guidelines and regulations governing
virtual transactions and interactions,
insurers face significant challenges in
assessing and mitigating risks effectively.

However, within these challenges lie
opportunities for innovation and growth.
As the metaverse continues to expand at
an unprecedented rate, there is a pressing
need for insurance solutions tailored to its
unique characteristics. Insurers have the
opportunity to leverage emerging
technologies such as blockchain and
artificial intelligence to develop novel risk
management strategies suited to virtual
environments.

For example, by harnessing the power of
blockchain technology, insurers can
enhance transparency and security in
virtual transactions, mitigating the risk of
fraud and cyberattacks. Artificial
intelligence algorithms can analyse vast
amounts of data generated within the
metaverse, enabling insurers to identify
emerging risks and anticipate potential
threats proactively.

Shaping the Future
The emergence of the metaverse

represents a transformative trend with
far-reaching implications for various
industries, including insurance. While the
insurance market for the metaverse is still
in its infancy, the potential for growth and
innovation is immense. By recognising the
unique risks and opportunities inherent in
virtual environments, insurers can play a
pivotal role in shaping the future of risk
management within the metaverse.
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