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Risk Transfer

A 5 min sprint

Pranav Shankar Kaundinya
Research Assistant

London School of Economics
and Political Science (LSE)



Risk Transfer vs Risk Reduction

M,

Refers to mechanisms that involve Refers to identifying and managing risk
transferring the potential risk (and to reduce potential loss In relation
arising liablilities) from one party to

another in exchange for a premium

?
—>

(Surminski, 2013) N




LSE’s Lab

Explores how insurance solutions
and England's Biodiversity Net Gain
(BNG) legislation could improve
investment in and adoption of
natural flood management solutions
in urban areas

=

Mo oLl

(CIWEM, n.d.)

Introducing the Innovation Labs

IIASA’s Lab

Explores how insurance products,
including community-based
schemes, parametric insurance, and
differentiated pricing, can help close
the wildfire protection gap in
Mediterranean Europe while
incentivising nature-based solutions
for wildfire risk management

(ESA, 2023)

CMCC’s Lab

Explores how a community
insurance scheme could enable
water boards in Northern ltaly to
implement controlled flooding on
upstream land to protect
downstream areas

(JBA, 2023)

NF




Core Findings: At a Glance

Considerations Strategies

Qp De-risking investments in
NbS at initial stage
//37 enables their adoption

Competition between
NbS and other land
uses impacts design

Embgdding equity into NbS reduces residual
design supports NbS risk when incentivised

feasibility/adoption




Considerations for NbS & Risk Transfer Design

F2

{1

== :3‘ = (Allianz, 2024)=

sm—

More than 7000 new homes to be built
In areas of high flood risk

When risks become uninsurable,
It can drive economic inequity

A

Risk Transfer Is subject to Trade-offs

) o
%"
5

e.g. Land-use pressures

OAppr opr Nt eahanges with
stakeholder

A
A

e.g. Fire manager Y forest thinning
e.g.Ecologist Y preserve undergrowth

Equity :
Risk is unequally distributed

A

e.g. Upstream landowners vs
downstream residents

e.g. NbS would be unfeasible without
compensation for risk reduction
burden




Core Findings: Strategies moving forward

Incentivise NbS Adoption as Risk Reduction via Premium Discounts

EQUITY - Risk Transfer as Compensation for NbS
4 Payment for NbS implementation to compensate landowner disutility from land use change

4 Distributes NbS costs across beneficiaries and implementers according to vulnerability

Possible Strategies
Risk Transfer as an Investment De-risker
4 Potential new type of innovative product
+ Uncertainties in returns due to a > s Insuring implementation/construction of NbS
lack of historical track records :  Risk transfer for damages to NbS
x Already present in the NbS carbon market

Challenges
» Possible failure or poor
performance of NbS

NF
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Policy Recommendations on Innovative
Insurance Solutions

Feb 05, 2026
Brussels

Oleksandr Sushchenko, UFZ
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Sotenri
Key Messages © Soteria

E ur o glenate-insurance protection gap Is widening because
households, businesses and local authorities face rising climate losses but
limited access to affordable and adeqguate insurance.

Traditional insurance models struggle to cope with increasing risks ,
slow loss assessment processes and insufficient incentives for risk reduction.
Innovative insurance solutions  (e.g., parametric products, risk-based
pricing, new distribution models and digital loss-data tools etc.) can expand
coverage, reduce costs and speed up payouts.

Adoption remains limited due to barriers on both the demand side  (low
awareness, affordability, complexity) and the supply side (data gaps,
regulatory uncertainty, limited scalabllity).

These Innovations can only deliver impact at scale If Insurers, public
bodies and European institutions work together to expand access, affordability
and resilience.

17



€ Soteria

Mapping of IIS, sectors, types and features

A Bavaria - agriculture (affordability, resilience) sustainable parametric insurance
and shared resilience (KPIs)

A Zadar - agriculture (affordability, resilience) sustainable parametric insurance

A Grabovo - buildings (affordability, resilience) sustainable insurance

A Saxony - buildings (resilience) awareness raising

A Saxony Anhalt - agriculture (affordability, resilience) parametric insurance

A Trgndelag - buildings (transparency, resilience) sustainable procurement
(KPIs)

A Valencia - agri+industry (affordability, transparency, resilience) shared
resilience (KPIs)

A West Athens - buildings (affordability, resilience) PP, SR, shared resilience
(KPIs) 18



€ soteria

RECOMMENDATIONS for POLICYMAKERS

Support secure, standardised sharing of hazard, exposure and loss data to
enable fair, risk-based pricing

Use subsidies, tax incentives and co-financing to reward verified risk -
reduction measures

Link insurance incentives with CAP Pillar I and national climate adaptation
programmes

19



€ Soteria

RECOMMENDATIONS for INSURANCE SECTOR

Expand parametric and risk-based products with transparent triggers and
prevention-linked pricing

Integrate verified mitigation actions (e.g. flood certificates) into premiums
and coverage

Use clear communication , visual explanations and trusted intermediaries ;

20



€ Soteria

RECOMMENDATIONS for FINANCIAL SECTOR

Integrate climate-risk assessments and resilience indicators into lending and
iInvestment decisions

Offer preferential financing for households, businesses and municipalities
Investing In risk reduction

Invest in satellite data, Al -based risk modelling and shared digital
Infrastructures

21



€ soteria

RECOMMENDATIONS for COMMUNITIES

Co-develop shared resilience indicators  and governance frameworks with
iInsurers and public actors

Align coverage and prevention with land  -use planning , emergency
preparedness and adaptation strategies

Improve risk awareness and insurance literacy through trusted local
Intermediaries and clear communication

22
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PIISA

Piloting Innovative Insurance
Solutions for Adaptation

PlISA Policy Brief:
Selected recommendations on
parametric insurance and justice

Kati Berninger, Tyrsky Consulting

Contact:

February 5th, 2026 kati.berninger@tyrskyconsulting.fi

Views and opinions expressed are however those of the author(s) only and do not necessarily reflect those of the European union or the European
Climate, Infrastructure and Environment Executive Agency (CINEA). Neither the European Union nor the granting authority can be held responsible
Funded by fOI‘ them

the European Union




Risk awareness and innovative insurance soluti
are key to improving climate resilience

A Improving the coverage of climate risk insurance requires increased
awareness and affordable pricing

A Enabling parametric insurance helps to compensate for extreme
weather events

A How can insurances better incentivise adaptation measures?

A Better availability of damage and vulnerability data supports insurance
development

A Justice issues related to adaptation insurance need to be
addressed



Enabling parametric insurance

Challenge
A Parametric insurance Is not recognised as a valid type of
Insurance In all countries

Recommendation

A All EU countries should develop and harmonise regulation of
parametric insurance products to enable their effective use



Affordable insurance for everyone

Challenge
A How to ensure affordable insurance for everyone taking into account
the most vulnerable groups.

Recommendation
A National governments should make climate risk insurance more
affordable by a subsidy targeted to low-income households and
other groups vulnerable to climate risk.
A The subsidy should not be embedded in insurance prices to avoid

distorting the price signal of risk.
A The subsidy can take various forms, such as vouchers.



Piloting Innovative Insurance
Solutions for Adaptation

* ¥

X Views and opinions expressed are however those of the author(s) only and do not necessarily reflect those of the European union or the European
Climate, Infrastructure and Environment Executive Agency (CINEA). Neither the European Union nor the granting authority can be held responsible
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@‘ Invest4

NATUre

Unlocking Private Capital for
Nature -Based Solutions (NbS):

Insights from the Invest4Nature Investor Survey

Lydia Maria Lienhart

Joanneum Research




: : : a4
About this policy brief @HP,Q{%?;

Survey with the private capital community exploring how financial
Institutions perceive NbS investments:

A Credit institutions/banks
A Investment funds and asset managers
A Insurance companies' investment divisions

ll'l"l
"-;,_ A 2 "' Author: Linda Romanovska, Sustainability Advisor and Member of

;ﬁ the EU Platfonmm am Sustainable: Finance. Markets, Financing and
@g,' "'#, p Incentives for Nature -based Solutions (14N Deliverable 3.3)
VL st

N Funded by

S : ] ] . 32
gl ‘"o Buropean Union Source: IUCHN International Union for Conservation of Nature .



https://doi.org/10.5281/zenodo.13997979
https://doi.org/10.5281/zenodo.13997979
https://doi.org/10.5281/zenodo.13997979
https://doi.org/10.5281/zenodo.13997979

| 4
Barriers & Enablers for Investment @HP,Q{‘E,?;

Barriers Enablers

Regulatory hurdles Highpotential sectors (e.g. agriculture,
Higher risk profiles urban)

Data deficiencies Sustainabilityaligned capital

Revenue uncertainty Green/Sustainability bonds

High transaction costs

) | | _ _ 33
z210 Uit Source: IUCH International Union for Conservation of Nature .



: : 4
Policy Recommendations @ [AeAA

| ocal

A Integrate NbS into urban planning and zoning

A E.g. in Poland, regulations mandating biologically active playground
areas catalyse market interest among real estate developers

A Collaborate with private investors
A Develop sub-sovereign green bonds, where feasible

Funded by

D . . ] ) 34
gl ‘"o Buropean Union Source: IUCHN International Union for Conservation of Nature .




| _ ,
Policy Recommendations (P|invest

National

A Clear national biodiversity and NbS targets (NRR plans!)
A Integrate NbS into national climate strategies (synergies!)
A Biodiversity Impacts Compensation

Source: IUCH International Union for Conservation of Nature



: : 4
Policy Recommendations @ [AeAA

EU

Develop standardised monitoring & evaluation methodologies
A Reduce data deficiencies and transaction costs

Create biodiversity compensation /offset mechanisms
A E.g. EU nature credits

Integrate NbS In broader Sustainable Finance policy landscape
A Harmonise NbS criteria, metrics, data points across Taxonomy, SFDR, CSRD etc.

Create regulatory clarity to reduce investor uncertainty

A Scope reduction in CSRD puts burden on banks to obtain necessary information from
businesses.

Funded by

£ - . . . 36
SR L Source: IUCHN International Union for Conservation of Nature .




4
CONTACT (P|invest

Lydia Maria Lienhart

Joanneum Research, project
coordinator and presenter

www.invest4nature.eu

Linda Romanovska

@ Info@ Invest4nature.eu
@Invest4N

m Invest4Nature
RN Funded by
*n“*-* the European Union 37

Me | o nAg\wasery, study author
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CLIMATEFIT
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NATURANCE Festival

Pitch on CLIMATEFIT policy recommendations
for Policymakers

Davide Chiaramonte ¢ Italian Sustainable Investment Forum (ItaSIF)

www.climatefit -heu.eu




SOURCES AND INTERMEDIARIES INSTRUMENTS USES
Which types of organizations are sources or What mix of financial What types of
intermediaries of capital for climate finance? instruments is used? activities are financed?

Governments

Grant $57 Adaptation $65

||
TS of Climate
~ — ject debt $68
National DFls S —, Y y
$140 y
- T _
= y Dual benefit .
Multilateral DFls - " A — <58
19 a

State-owned Fls A — Project-level

Lt . :‘x i v = market
Bilateral DFls $42 W Y mw

Multilateral
Climate Funds $3

A While global climate
finance peaked at
Other* $29 —- S y $19 tr||_|0n (2023),
DS ot adaptation remains
CommercialFi VOO o critically
e L e — underfunded

\\ g A Current flows fall

Dbt significantly short of
Balance sheet the estimated annual
S, fnaneing needs ($212 |
ey B | billion)for developing
ndvidual Equity regions by 2030)

SOEs $88

Corporations
$335

at il LOWYg n §GlobaDlandisEapd oecliimate finance 20251 QYI AY: Ciogu OY Ot CiLAYKkFGUGgUGdzO

www.climatefit -heu.eu 40

© 2023 CLIMATEFIT



National Level Recommendation(s)

From planning to investable pathways

Create National Adaptation Investment Strategies

A Establish long -term frameworks covering all climate hazards to
reduce investment risk premiums.

A Embed the " social rate of return " in regulatory frameworks to value
resilience beyond immediate cash flows.

A Deploy targeted financial (e.g. subsidies, tax deductions) and non-
financial incentives (e.qg. technical assistance, capacity building
programs) to internalize the monetary benefits of adaptation.

www.climatefit -heu.eu 42




EU Level Recommendation(s)

EU Policy: enhancing transparency & regulatory certainty

Enhance transparency framework Expand the EU Taxonomy

A Develop guidelines integrating A Develop a more granular
adaptation benefits (not just risk classification system for
exposure) into financial identifying adaptation/resilience
disclosures. enabling activities.

A Integrate adaptation efforts into A EXxpand coverage to extreme
corporate " transition plans " to climate events.

provide visibility on physical

e . A Leverage public funding for
resilience strategies.

adaptation investments.

www.climatefit -heu.eu 43




CLIMATEFIT
(TS

Contact us
for more
information

Marco Silva,
Project coordinator,
World Climate
Foundation

marco.silva@
worldclimatefoundation.o

rg

Address:
Toldbodgade 55B,
1253 Copenhagen C,
Denmark

Davide Chiaramonte
EU Projects Officer
Italian Sustainable
Investment Forum

Chiaramonte@finanza
sostenibile.it
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EUROPEAN UNION

ADAPTATION TO CLIMATE CHANGE




ADAPTATION TO CLIMATE CHANGE B ;

EU Adaptation Mission

326 Regions & local authorities
committed through the Mission Charter

64 Research & Innovation
Horizon Europe projects

i \ Y . .
HOR! \.;1\ Mission |  (harter
- 1]J * n ‘;\ I m pl e me ntatl On Entire territorial entity signed [l
L 8 =y L One or more territorial entities within
f. . P Iatfo rm b the territory signed .
‘S Agora % MED - IREN o =, Ml P4Ad apt
§scao . | " Coordination
S < === P
£ ARSINOE -~ VAL - RESIST for M ISSIOn
;‘ Aurora "-.\"rncuum ';Wum Re Kh A, im plementatl On
e &) genesis & NATALIL & soteria & Su pport (incl _
L O on financing
C:W‘ng 0 s,,.;.,ge adaptation .,
Siioms # ICARIA OCERNIDS wongowers - =W
{® cLiMaAS ) meeTus EFR TRANSFORM 2 eCtS) X
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I e & 1= P1ISA . . " e
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RE T G5 National "o s —

Adaptation Hubs



e 9

Adaptation Mission projects on financing (Horizon Europe)

WP 2022 topic 02 unlocking financial resources: CLIMATEFIT; topic 03 insurance:
PIISA, SOTERIA

WP 2024 topic 06 bankabllity mitigation-adaptation: CLIMINVEST, RISE-IN,
BLOSSOM

WP 2025 topic 05 incentives to private sector financing: calculating the economic

rationale (all benefits) for financing adaptation solutions, aimed at convincing the
private sector to finance them: 2 projects being selected

NEW: WP 2026 topic 07 financing adaptation with combo public & private financing

Mission Projects Catalogue
Public dashboard

50


https://climate-adapt.eea.europa.eu/en/mission/external-content/pdfs/eu-missions-mission-projects-catalogue-2025.pdf/@@download/file
https://dashboard.tech.ec.europa.eu/qs_digit_dashboard_mt/public/sense/app/c575fc3f-9de4-4659-9134-e3d0289ae3e9/overview

ADAPTATION TO CLIMATE CHANGE [ W

EUROPEAN UNION

WP 2026 topic 7: Financing adaptation with combination of
public funding & private financing (with banks and EIB)

HORIZON-MISS-2026-01-CLIMA-07: 20m EUR T 1 project
Coordination and Support Action with Financial Support to Third Parties (FSTP)

1) Provide Horizon Europe cascade grant (& In parallel loan part comes from
iIntermediated EIB adaptation loan via National Promotional Banks/other banks)

. SUBGR .
HE call Il Consortium w’ Project promoters of
EIB | > National Promotional/other banks —— local innovative
LOAN adaptation projects

2) Draw lessons and recommendations on successfully combining

51



EUROPEAN UNION EU

WP 2026 topic 7: Financing adaptation with combination of
public funding & private financing

A Rewatch the Horizon Europe info days - Adaptation Mission 20 January
A Deep dive info session on 26 February 2026 (link on Mission portal)
A WP 2026 calls published: HORIZON-MISS-2026-01-CLIMA-07:

Supporting financing of local adaptation actions with combination of public
funding and private financing

Opening date: 4 February 2026 | Deadline date: 23 September 2026

: \
_ DAPTATION TO CLIMATE CHANGE -

52


https://ec.europa.eu/info/funding-tenders/opportunities/portal/screen/opportunities/topic-details/HORIZON-MISS-2026-01-CLIMA-07?isExactMatch=true&status=31094501,31094502,31094503&frameworkProgramme=43108390&callIdentifier=HORIZON-MISS-2026-1&order=DESC&pageNumber=1&pageSize=50&sortBy=startDate
https://ec.europa.eu/info/funding-tenders/opportunities/portal/screen/opportunities/topic-details/HORIZON-MISS-2026-01-CLIMA-07?isExactMatch=true&status=31094501,31094502,31094503&frameworkProgramme=43108390&callIdentifier=HORIZON-MISS-2026-1&order=DESC&pageNumber=1&pageSize=50&sortBy=startDate

Reflection Group report on Mobilising Climate Resilience
Financing

European Integrated framework for Climate Resilience

Open Public Consultationu nt 1 |
Policy package under consideration:

A Commission Communication Have your say on
& Legislative proposal future climate resnllence =

_ Prepare today protect tomorrow
A Recommendation . ot

A Digital European Climate Hazard
Viewer

Expected delivery: 4th quarter 2026

‘W
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NbScan reduce risk: insurance can desk NbS
Investments

What products, pricing and policies aanentivisanvestment in risk reduction?

NG JWGI YHG IO WRY UK qld ¢ H#E WY n L
public sector In creating investable conditions

What role can the public sector take (e.g. datangestment, regulatory
coherence) and what promise for partnerships?

Research, data and technology can unlock

Investment opportunities
c Y5 WHc¢ U Wbludihiogr sYIR3 dlddsKhatHésrRiB éxcluded rather than

supported? H Q

NATURANCE
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NATURANCE VOICES

Science in action:
Nature for insurance, insurance for nature



https://www.youtube.com/watch?v=-6gJ34yjGFI&list=PLqj_l70M-izBDLN2pakiR0jx8BWV9EnvJ
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INNovative Insurance solu:

=lalel=

lONS

Z] 04 MARCH 2026 ’ (V) 10.00 - 18.00 CET

@ De Lichtfabriek - The Netherlands

(until 31.01.26 known as Basecamp Haarlem)

REGISTER

| Funded by
the European Union

*
* *l'

WWW.piisa-pri jeci%.eu
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Dutch ‘tile whipping’ contest
seeking to restore greenery
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experience based campaigns



