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CLIMATE CHANGE

Storms and flooding having severe impact on insurance industry

DHIVANA RAJGOPAUL
dhivana.rajgopaul@inl.co.za

THE South African Insurance Associ-
ation (SAIA) said that climate-related
disasters such as floods and storms
continue to have a significant impact
on both consumets and the insurance
industry.

SAIA has seen a notable surge
in weather-related insurance claims
among its member companies for
both property and motor insurance
which underscores the increasing vul-
nerability of people to climate change
risks.

According to the Santam Insur-
ance Barometer Report 2022/2023,
the economic cost of the April 2022
KwaZulu-Natal floods was estimated at
R54 billion, with half that total carried
by the insurance industry.

While the Western Cape govern-

ment reported at least R3.5bn worth
of infrastructure was destroyed in two
major {loods in June and September
last year.

The Santam report showed that
for 2023, 14% of consumers in the
report identified climate change as a
major risk. This number was up from
the 4% in 2020/2021. For 2023, 47%
of commercial and corporate entities
identified climate change as a top risk,
up from the 35% in 2020/2021.

According to Themba Palagangwe,
general manager: governance and
transformation, SAIA, weather-related
claims has put significant strain on
the South African insurance industry
which in turn impacts insurers as well
as consumers which could result in
changes further down the line.

Palagangwe said due to the severe
weather conditions becoming more
frequent as a result of climate change,

in the future some insurers may
exclude certain weather related insur-
ance covers {rom their policies.

While insurers are managing
claims, they also face the financial
challenge of being able to pay out all
of the claims.

“Insurers may not have the balance
sheet to pay out the claims,” Pala-
gangwe said.

The frequency and severity of the
climate-related events will ultimately
lead to premium hikes, as increased
claims means increased risks, which
will impact consumer/policyholders
negatively, Palagangwe said.

Palagangwe said: “This is likely to
impact new consumers more instantly
as their risks are determined at under-
writing.”

Ie said government also has a part
to play in mitigating damage to infra-
structure and easing the pressure on
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the insurance sector.

“Government needs to invest in
proper construction and maintenance
of infrastructure to lessen the impact
on insurers,” Palagangwe said.

Different insurers have specific
rules when it comes to covering the
damage caused by the weather, accord-
ing to the Ombudsman for Short-Term
Insurance.

Wynand van Vuuren, the client
experience partner at King Price Insur-
ance, said it was critical that the con-
tents of your home are insured for
their current replacement value, not
what you paid for them.

“Make sure that you have specified
any high-value items that you take
outside the house under your portable
possessions cover, or they're effectively
uninsured.”

Karen Rimmer, head: distribution
of PSG Insure, agreed that household

contents should be insured for their
current replacement value.

“Buildings insurance should
include the cost of rebuilding your
house, including boundary walls, solar
pancls, swimming pool, taps and tiles.
And if you have made major improve-
ments to your home, such as adding
a new room, tell your insurer, or you
risk being under-insured,” van Vuuren
said.

Rimmer said that for most people,
their home is the most valuable asset
they will ever own, and a catastrophic
event such as heavy rain could ruin
them financially if they are not ade-
quately insured.

“When it comes to insuring your
property, make sure that you are
covered at the current building costs
per square metre and make provi-
sion for any outside extras,” Rimmer
said.
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