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Understanding ESG Concepts
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The consideration of environmental, social and governance factors alongside financial factors in the investment and 
underwriting decision-making processes

Environmental factors relate to resource use, pollution, climate risk, energy use, 
waste management, and other physical environmental challenges and opportunities

Social factors relate to how a company interacts with the communities it operates in, 
its suppliers, employees, and broader stakeholders

Governance factors relate to procedures and processes according to which a 
company is directed and controlled
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What are ESG Factors?

Examples of ESG factors

• Climate risks
• Carbon emissions
• Natural resources
• Pollution and waste
• Environmental 

opportunities

Environmental

• Human capital
• Product liability
• Stakeholder opposition
• Health and safety
• Social opportunities

Social

• Corporate governance
• Corporate behaviour
• Transparency
• Board composition
• Business ethics

Governance

44
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UNEP FI Principles for Sustainable Insurance (PSI) 
• The United Nations Environment Programme Finance Initiative (UNEP FI) is a global partnership 

established between the United Nations Environment Program (UNEP) and the financial sector. 
It was created in 1992, following the Earth Summit in Rio de Janeiro. 

• Endorsed by the U.N. Secretary-General, the Principles for Sustainable Insurance have led to 
the largest collaborative initiative between the U.N. and the insurance industry. Over 140 
organizations worldwide have adopted the four Principles for Sustainable Insurance, including 
insurers representing more than 25% of world insurance premium volume and USD 14 trillion in 
assets under management. The Principles are part of the insurance industry criteria of the Dow 
Jones Sustainability Indices and FTSE4Good.

• The Principles serve as a global framework for the insurance industry to address ESG risks and 
opportunities. 
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AM Best is a UNEP FI1 PSI Signatory
• In March 2021, AM Best became the first credit rating agency to become a 

signatory of the Principles for Sustainable Insurance (PSI)
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Principle 1

We will embed in our 
decision-making 

environmental, social and 
governance issues relevant 
to our insurance business.

Principle 2
We will work together with 
our clients and business 

partners to raise 
awareness of 

environmental, social and 
governance issues, 

manage risk and develop 
solutions.

Principle 3

We will work together with 
governments, regulators 

and other key stakeholders 
to promote widespread 
action across society on 

environmental, social and 
governance issues.

Principle 4

We will demonstrate 
accountability and 

transparency in regularly 
disclosing publicly our 

progress in implementing 
the Principles.

1United Nations Environment Programme Finance Initiative
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What Becoming a UNEP FI PSI Signatory Means for AM Best
• AM Best has publicly committed to supporting the PSI Principles and the 

sustainability of the insurance industry

• Being a PSI Signatory fits AM Best’s focus on insurance and our perspective 
that ESG elements play an important role in the financial strength of insurance 
companies

• AM Best will prepare its PSI-required annual Public Disclosure, in which we will 
showcase all of AMB’s efforts/activities in support of the Principles and a 
financially strong insurance industry
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ESG Impact on Credit Quality

ESG is relevant when it has a visible impact on financial strength. Positive ESG attributes 
may have no impact on a rating

ESG  while important is not a new concept 

Environmental and Governance factors have long been part of the credit analysis and 
captured in our rating opinions
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Translating into Criteria – Importance of ESG Factors are on the Rise
• ESG factors have always been considered in our rating process and have impacted ratings 

when they are material. AM Best also considers the long term impact of ESG factors. 

• ESG factors, where material and relevant, may impact any one, or several building blocks
• Impact of ESG is viewed purely from an analytical perspective: focusing on the impact on the 

credit rating
• No judgement is made on the ethical value of ESG activities, or ESG credentials of the company
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Balance Sheet 
Strength

• Climate risk*
• ESG integration in 

investing activities
• Stranded assets

Operating 
Performance

• Social inflation
• ESG-related 

litigation
• Impact of ESG 

integration on 
profitability

Business 
Profile

• Underwriting 
exclusions

• Changing 
demographics

• Data privacy
• Reputational risk

Enterprise Risk 
Management

• Corporate 
governance*

• Stress testing*
• Management of 

insurance and non-
financial risks

*ESG factors that are most relevant over the near-term
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Examples of ESG-related Challenges Affecting Reinsurers

Financial 
Flexibility

Environmental 
Changes

Sustainability 
Policies

Transparency and 
Disclosure

Reputational
Risks

Pressure to remain 
an attractive 
investment 
proposition in a 
context in which 
institutional 
investment are 
turning greener

Reinsurers on the 
first line to monitor 
and better 
understand 
changing 
environmental 
exposure due to 
position in the 
underwriting chain 
and impact of 
severe natural 
catastrophe events

Increased attention 
on sustainability 
policies linked with 
investments, 
underwriting or 
corporate behavior 

Increased pressure 
on ESG 
transparency and 
disclosure 
stemming from 
various 
stakeholders

Increased 
reputational risks 
stemming from 
environmental, 
social or 
governance factors 
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Credit
Factors ESG Credit Factors

ESG Impact on Credit Quality
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AM Best analyses credit issues and how these risks / opportunities can affect the Financial Strength of insurers. If risks / opportunities fall 
outside of expectation (relative to market, peer group), then there could be an impact on financial strength. This could be a positive or a 
negative impact

* ESG risks and opportunities will vary by company subject to their profile, exposures, protection and market(s) they operate in

Some ESG issues may seem less important today, but may have greater importance over the medium-to-long term, and thereby have the 
possibility to impact financial strength, particularly if no action is taken. The concept is forward looking to understand how companies will 
shape (if required) their business in light of forthcoming challenges.

ESG Credit Factors are the intersection between standard credit factors and ESG factors that are applicable to the insurance 
industry – ESG are not new factors but a subset of credit factors

Are ESG risks and 
opportunities* relevant? How is the company managing them?

ESG
Factors



Our Insight, Your Advantage™

Potential ESG Impact on Credit Quality is not Uniform
• The impact of ESG Factors on financial strength is not uniform and can vary due to:

- Type of company
- Exposure
- Level of risk transfer
- The markets a company operates in

• Issues like Governance and Climate Risk in particular can have a material impact on an insurers financial 
strength 

Climate Risk

Environmental 
Liability

ReputationSocial 
Inflation

Investment

Governance

Changing 
Demographics

Underwriting

The impact of some ESG credit factors may be increasing over time

High Potential ESG Impact on Financial Strength Low

1212
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ESG Impact on Credit Quality is not Uniform – Examples 
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P&C

Life

Emerging 
Markets Climate Risk

Environmental 
Liability

Investment

Governance
Changing 

Demographics

Underwriting Social Inflation

Climate Risk
Environmental Liability Reputation

Social Inflation InvestmentGovernance

Changing 
Demographics

Underwriting

Climate Risk Environmental 
Liability

Reputation
Investment

Governance

Changing 
Demographics Underwriting

High Potential ESG Impact on Financial Strength Low

Reputation
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ESG and Regulation
• In general we see regulation as a driving force of more ESG-related activities by companies:

- Opportunity for insurance companies to strengthen their risk awareness by coming into line with 
regulatory requirements

- Risk of non-compliance with regulatory requirements
- Risk of additional costs and consumption of management time associated with compliance
- Risk of market losses associated with forced divestment of assets

• Level of risk varies considerably by geography:
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Large/Listed 
European based 

(Re)Insurance 
Groups

Middle East

Africa

LatAm

ASIA – Singapore, 
Hong Kong

Emerging 
Europe

Canada, Australia, 
New Zealand

US – mainly listed 
co.

Focus on climate 
risk

High ESG-related Regulatory Risk Low
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Assessing Physical Climate Risk through the Rating Process
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• Rapid decline in capital 
position – over-
exposure, unexpected 
losses

• Inadequate protection 
against peak exposures

• High volatility / 
sensitivity to climate 
risks

• Material write-downs of 
stranded assets

• Underwriting or 
investment profile 
concentrated and 
exposed to climate risk

• Uncertain or indirect 
exposures to climate 
risks

• Breaches of appetite 
and tolerance

• Stress test failures

• Inadequate risk 
modelling – poor data 
quality

• Non-disclosure in 
financial reporting

• Inadequate protection 
against peak exposure, 
or aggregation of risks

Issuer Credit 
Rating

Balance Sheet 
Strength

Operating 
Performance Business Profile Enterprise Risk 

Management

• Stability of earnings

• Limited impact of 
stranded assets

• Adequate modelling 
and pricing

• New climate products 
earnings accretive

• Capital position 
withstands shocks

• Protection against peak 
exposures and 
aggregation of losses

• Low volatility / 
sensitivity to climate 
risk

• Diversification in 
investment portfolio

• Underwriting profile 
diversified and 
insulated against 
climate risks 

• Development of 
new products

• Clearly defined policy 
wording and contracts

• Climate risks factored 
into ERM approach

• Ability to absorb 
climate stress tests 

• Ability to model 
weather-related risks

• High visibility of climate 
reporting, (financial 
disclosures, regulatory 
reporting) 

• Board oversight

• Volatile earnings

• Financial losses due to 
stranded assets

• Climate risks not 
considered in 
underwriting model

• Unexpected losses

• Adverse mortality and 
morbidity rates from 
resistant disease



–
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Assessing Governance through the Rating Process
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Issuer Credit 
Rating

Balance Sheet 
Strength

Operating 
Performance Business Profile Enterprise Risk 

Management

• Capital planning and 
monitoring

• Measurement and 
control of asset risk

• Risk-based assessment 
of capital position

• Consistent ability to 
achieve budgeted 
performance.

• Effective KPI-linked 
executive incentives

• Losses within board-
approved appetite

• Effective decision 
making and strategy 
setting

• Management and board 
members with strong 
market and product 
knowledge

• Board oversight of risk 
function

• Risk management 
considered in decision 
making

• Effective internal 
controls

• Detailed and timely 
management 
information and KPI 
tracking

• Poor ability to manage 
capital and solvency

• Inadequate protection 
against peak exposures

• Problems with audit and 
valuations

• Mismanagement 
leading to poor strategy 
and loss-making 
operations

• Poor decision making 
around risk/reward

• Losses associated with 
fraud, fines

• Weak or inexperienced 
management and/or 
board members

• Excess product risk due 
to poor decision making

• Reputational risk 
associated with 
mismanagement

• Lack of board 
involvement in risk-
management

• Breaches of appetite 
and tolerance

• Inadequate financial 
reporting

• Ineffective third party 
experts e.g. actuary



–
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AM Best and ESG – Resources
• ESG webpage: http://www.ambest.com/about/esg.html
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ESG Webinar ESG within Best’s Credit Rating Methodology

http://www.ambest.com/about/esg.html


© AM Best Company, Inc. (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole
or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR
MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.
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ESG Considerations in Liabilities
Andy Tran
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Defining: How do we use sustainability, ESG 
and the SDGs?

Sustainable Development Goals 
(SDGs)

We use the 17 UN Sustainable 
Development Goals to understand our 
positive and negative business impacts, 
and to identify areas for business 
opportunities. 

Sustainability

We aim to meet the needs of the present 
without compromising the ability of 
future generations to meet theirs. 

We do so by taking a strategic and 
forward-looking view, and by considering 
our economic, environmental and social 
impacts.

Environmental, social & governance 
criteria (ESG)

We consider ESG criteria in our business 
processes (e.g. investing, underwriting, 
sourcing) to make them more sustainable 
and responsible, and as part of our risk 
considerations.

2

Consider ESG criteria

Unlock the SDGs

For better decision making

To create positive business impact

Sustainability: 
Creating long-term value

2



COP26 Fact Pledges not adding up to meet the Paris Agreement

~50% - to limit average global temperature increase to “well below 2 °C” and

2100 on current

Sour ce: IPCCAssessment report 2021; Cli m ate Action Tracker; UN EP Emi ssions Gap Report 2021; Guardi an; National Bureau of Economic Research; Clim ate Action Tracker; 
BCG
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-25%

Loss in GDP by 

climate trajectory

1.7Bn
People 

experiencing 
severe 

heatwaves on pre-
COP26 2.7°C 
trajectory

800M

People at risk from
rising sea levels on
pre-COP 26 trajectory

2.7°C

Warming projected 
by 2100 with pre-
COP26 policies

1.2°C

Current increase in 
global average 
temperatures above 
pre-industrial levels

High economic costWarming well underway Significant risk to human life

Reduction in emissions required by 2030 to limit warming by 1.8°C by 2100

- to “pursue efforts for 1.5° C” above pre-industrial levels

Why does this matter to the industry?  25 states signed on to Paris Agreement standards via US Climate Alliance.  
Pressure is coming… 



Swiss Re has a long tradition of sustainability
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Signing of

Shift of 
investment portfolio 

to follow ESG 
investment benchmarks

Reduced providing 
re/insurance 

to thermal coal 

Formal
Sustainable Business 

Risk Framework developed

Signing of

100% GHG
neutral

Adopted FSB TCFD 
recommendations

Reduced investing 
in thermal 

coal companies

Commitment to Commitments 
to UN 

Climate Action 
Summit

Net-zero 
GHG 

emissions 
in operations

Obtain 100% 
of power 

from renewable 
sources

Net-zero 
GHG 

emissions 
across entire 

business

Founding member of 

First sustainability-
related publication

2003

2007/08

2009

2012

2015 2017

20182016

2019 2021

2020 2030

2050

1979



Swiss Re Group sustainability strategy
Comprised into three 2030 ambitions
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Through our 
enhanced Group 
Sustainability 
Strategy, we aim 
to reinforce our 
efforts to make 
the world more 
resilient and 
sustainable



Swiss Re is committed to reach net-zero emissions by 2050 
across our whole business
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Swiss Re supports the worldwide reduction of greenhouse gas emissions and contributes to the goal of limiting global warming 
to 1.5°C above pre-industrial levels

Today 2030 2050

Present focus Future: saying yes to <2°C

Operations
e.g. internal 
Carbon Steering 
Levy (CSL)

Re/insurance
e.g. thermal 
coal phase-out

Asset Management
e.g. carbon 
reduction 
targets

We become a credible 
partner to access new 

risk pools, ...

… asset classes…

… and buy removal credits

UN Business Ambition for 1.5°C pledge
Net-zero Insurance Alliance

Net-zero Asset Owner Alliance

Net-zero operations



Integrating sustainability into underwriting 
at a deal and portfolio level
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ESG Risk process applied to 
underwriting

• ESG Risk Assessment

• UW referral Tool 

• Policies applied to UW: human 
rights; environmental protection 

+ sector-specific guidelines
The bottom line is:

Exclusions Inclusions

Underwriting to enable

• UW portfolio steering using the 
UN Sustainable Development 

Goals

• ESG and Carbon steering

• Products and solutions that 
address sustainability challenges

Sustainable business is good business in the long run
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We must always ask ourselves the question: how 
does the business we write impact, support or 

detract from sustainability? 

Mike Mitchell 
Head P&S Underwriting Reinsurance
Swiss Re

“
“



What are the links between insurance and the SDGs?
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▪ Companies play a key role in delivering solutions to the world’s 
problems. They increasingly need to quantify their contribution 
to the UN’s Sustainability Development Goals (SDGs), driven by 
growing regulations, stakeholder expectations, and 
performance drivers.

▪ Many re/insurance products and services already support the 
SDGs but industry lacks a comprehensive, standardised

• systematic mapping of those; 

• clear narratives; 

• methods to measure impact

▪ Swiss Re is leading the “iSDG” initiative with UNEP PSI, an 
industry R&D effort to develop insurance-relevant SDG 
indicators and a quantification methodology for our industry to 
track our progress towards the global UN goals. 

▪ Swiss Re is working with companies and industry associations 
across the globe to ensure we can all collectively build a 
common framework.
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Portfolio Assessment

• Identify Risks & 
Opportunities

• Align to product/ 
solutions inventory
• KPIs for success



Taking the SDGs a step further with mapping

Property Facultative

Engineering

Marine

Motor

2 3 3

2 4 2 3 4

1 1 2

1 2 1 2 3

+

-

+

-

+ 

-

+

-

SCORES:

3 3 2 1

1 2 1 1 3

4 1 2 2

3 1

+  Contribution
- Harm
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Is it sustainable?  The Double-edged sword

CONTRIBUTION:

No Poverty – keeping people "on their bike" via the damage/theft product i.e.: 
not losing wages for inability to get to work/cost to replace

Good Health and Well Being – medical coverage post-accident & improved air 
quality

Climate Action – supporting less CO2 production

HARM:

Responsible Consumption – anything with electricity, where are the components 
coming from, are they being ethically sourced and how are they being handled in the 
case of the bike being "totaled"?

No Poverty – Liability requirements, is this a barrier to entry for those living in 
poverty or on the brink?

E-BIKE INSURANCE
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How can you contribute?

Actuaries’ skill and 
objectivity will help the 

insurance industry 
better manage the risks 
of climate change and 

biodiversity 
degradation, as well as 
find new solutions and 

approaches.

1. Data
• Challenge ourselves. Where can we find nontraditional 

sources

2. Skill set evolution
• Can’t do this alone.  Need to work with a cross 

functional mindset.

3. Model development
• Faster feedback loop and responsive stakeholder 

engagement 
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Questions???

Andy Tran

Contact us:

Head Property Underwriting Large US

Andy_Tran@swissre.com

Follow us

https://www.linkedin.com/company/swiss-re/
https://twitter.com/SwissRe
https://www.youtube.com/swissretv
https://www.instagram.com/swiss_re_group/?hl=en
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Legal notice

©2022 Swiss Re. All rights reserved. You may use this presentation for private or internal purposes but note 
that any copyright or other proprietary notices must not be removed. You are not permitted to create any 
modifications or derivative works of this presentation, or to use it for commercial or other public purposes, 
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of the presentation 
and may change. Although the information used was taken from reliable sources, Swiss Re does not accept 
any responsibility for its accuracy or comprehensiveness or its updating. All liability for the accuracy and 
completeness of the information or for any damage or loss resulting from its use is expressly excluded. 
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