
Renaissance Reinsurance Ltd. 

Insurance and 
Sea Level Rise 

Keith McCue 

October 16, 2013 



2 Proprietary and Confidential Information 

This presentation and its content are the sole property of RenaissanceRe Holdings Ltd. and its 
subsidiaries and affiliates (“RenRe”), are intended for non-commercial, informational purposes, and 
have been provided for discussion purposes only.   This presentation is neither an advertisement of 
nor a solicitation to provide (re)insurance or any other product or service in any U.S. jurisdiction.  
Duplication, modification or any other use or exploitation of this presentation or its content is prohibited 
without the express prior permission of RenRe.  This presentation and its content are provided on an 
AS IS basis, without any representations or warranties, express or implied. 

 

 RenRe has not verified any third party information referred to in this presentation, nor does it assume 
any responsibility to update any information or material contained herein for any purpose whatsoever. 

 

 The information in this presentation should not be construed in any way as legal, regulatory, tax, 
business, financial or accounting advice or recommendations, or constituting a course of action 
recommended by RenRe.  For any questions on these or any related matters, please refer exclusively 
to your own professional advisor.  We assume no obligation to update this presentation. 

 

 This presentation is not intended to predict, estimate or forecast the availability of reinsurance, 
insurance or any other financial coverage, service or product, or to address the potential terms and 
conditions of any of the same, and should not be construed as such.  Receipt of this presentation 
shall be deemed to constitute acknowledgment of the foregoing. 
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Should I Build a House Here? 
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Threat of Sea Level Rise 

 Sea level rise significantly increases the risk of damage in 
coastal communities 

 Often, this increased risk is not being reflected in insurance 
premiums due to subsidies 

 Insurance companies are best situated to evaluate and price 
this risk 

‒ For less frequent and more severe events, such as 
hurricanes, reinsurance companies send an additional 
price signal to insurance companies in the form of 
reinsurance premiums 

 



5 Proprietary and Confidential Information 

Definition of Subsidy 

 Subsidy – Fiscal Definition - A government expenditure, tax exemption, or 
assumption of liability which decreases the cost of producing a specific good 
or service 

 Subsidy – Environmental Definition – An uncompensated environmental 
damage arising from any flow of goods and services 

‒ Ex. - harvesting a forest without reforesting, or without recognizing cost of 
deforested environment 

 

 
Results: 

• Producer = higher profit 

• Consumer = lower price 

• Everyone = degraded environment 
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Insurance Subsidies Amplify Impact of Sea Level Rise 

 Insurance subsidies inhibit risk signaling role of insurance 

‒ Consumers cannot evaluate the full economic impact of their choices 

 Outcome is increased (and economically inefficient) demand for a good 
(such as beach houses) in areas most affected by sea level rise 

 

 

 

Hurricane Wilma 
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NFIP Subsidies  

 NFIP  

‒ Subsidized policies are priced at 40% of 
actuarial sound rate 

‒ Florida - $471 billion of insurance for $1 
billion premium (avg.= $489) 

‒ Miami-Dade County – 200k policies at avg. 
premium of $355 

‒ Congressional Budget Office: 

‒ 40% of coastal properties receiving rate 
subsidy are worth over $500,000, 12% over 
$1 million 

‒ 23% of subsidized coastal homes are 
vacation homes 

‒ 50% of NFIP houses are in FL or TX 

‒ 25% of FL & LA homeowners have NFIP (4% 
nationwide) 

 



8 Proprietary and Confidential Information 

Citizens Property Insurance Company 

 Citizens subsidizes building in the areas most 
affected by sea level rise 

 Citizens policies on average are priced at 65% 
of actuarial sound rate 

 1.22 million policies; >$350 billion insured 

 Almost $3 Billion premium - One of top ten 
P&C insurers in US 
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Adding up Florida Coastal Subsidies* 

Policy Citizens 

 

NFIP 

 

Total 

(1) Avg Premium 

 

$2,000 $500 $2,500 

(2) Est. Unsubsidized 

Premium 

$3,100 $1,250 $4,350 

(3) Adjusted for Cat Fund $3,645 $1,250 $4,895 

Total Subsidies $1,645 $750 $2,395 

% 82% 150% 96% 

*All numbers are estimates based on 2012 

statewide averages and are intended for 

illustrative purposes only. 

 Over the life of a 30 year mortgage, this subsidy adds up to $71,850 

 This number is based on statewide averages and is likely understated for 
coastal properties by 2-3 times 
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