ERRP Phase I Findings 


Forward

AER’s Emerging Risk Research Program (ERRP) for severe convective environments examines changes in thunderstorm activity in the US and Canada.  This 2-year research program started June 2013 and is funded by a group of US and Canadian insurers. This report presents the findings of Phase I (year 1 research), focused on large-scale trends in space and over a long period of record (i.e., many decades). The content of this report is for the sole consumption of ERRP participants, is for their use and should not be distributed outside of the participating companies.

Introduction

In the last ten years, the insurance industry in the US and Canada have experienced an unprecedented number of claims from losses associated with severe weather.  Five of the last ten years (2004-2013) have produced insured US catastrophic weather losses of more than $40 bn, while only one year in the prior 25 years produced insured losses topping $40 bn (1992, Hurricane Andrew).  For Canada, a similar upward tend in losses in recent years has also occurred.  Telling statements about severe weather risk in Canada can be found in IBC’s 2014 FACTS book (IBC, 2014): 

“Damage caused by severe weather has emerged in recent years as the leading cause of property insurance claims and now exceeds fire damage in some regions of the country.  Environment Canada reports that extreme weather events that used to happen every 40 years can now be expected to happen every six.

Payouts from extreme weather have more than doubled every 5-10 years since the 1980s. For each of the past four years [2010-2013], they have been near or above $1 bn in Canada.  And in 2013, losses were a historic $3.2 bn, as a result of floods in Alberta and Toronto.  By comparison, total insured losses averaged $400 M/year over the 25-year period from 1983-2008.”

AER’s Emerging Risk Research Program (ERRP) is examining the underlying perils of hail, tornado and wind in the US and Canada to determine if there are any shifts in the timing or the occurrence of severe weather.  This report communicates the findings of the research of Phase I, July 2013 – June 2014, that focused on large time and space scales of the occurrence of severe weather in the US and Canada.

The report that follows (1) reviews the development and validation of peril models that diagnose environments of hail, tornado and wind environments from atmospheric reanalysis, (2) examines long-term and regional trends in severe weather occurrence, (3) reviews analysis of independent peril data sets for hail, tornado and wind, and finally (4) summarizes conclusions drawn from the various analyses.
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Fig. 1: Annual insured and overall losses for the US from 1980 – 2013 expressed in 2013  dollars. Source: Munich Re.
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Fig 2. Annual insured losses in Canada, 1983 - 2013 and an estimated trend line.  Source: IBC.
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