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Welcome
As more nations and organisations commit to 
meeting Net Zero goals by 2050, there are vital 
questions brokers must address to help clients 
manage their climate-related risks and position 
their businesses for a sustainable future.

COVID-19 changed the risk landscape, dominating our thinking 
for much of the last two years, but as we’ve moved from crisis 
to recovery, the focus has shifted. The COP26 Summit put the 
immediacy of climate risk back in the spotlight, and brokers are 
working hard to digest the possible financial implications for 
their clients across a wide range of hazards and the gamut of 
industries and sectors.

This year’s Broker Guide on a sustainable future examines 
four major issues that can inform your conversations with 
clients – identifying strategies for resilience in the face of losses 
exacerbated by climate, what role building standards and 
an alternative approach to land use might play, crucial issues 
facing the agricultural sector, and the benefits from modelling, 
monitoring, and measuring climate-related perils.

Weather hazards such as tropical cyclones, tornadoes, floods, 
hail damage, and bushfires are a constant threat, particularly 
at this time of year. More severe and frequent natural 
catastrophes have been irrefutably linked to climate change 
around the world and the effect on people’s lives and 
livelihoods can be devastating.

A sobering report^ released late in 2021 by the Australian 
Academy of Science talked about the risks of global warming 
and climate change and achieving net zero by 2050 as 
“an absolute minimum”, but there was one metric that proved 
particularly alarming, stating that “one in every 19 property 
owners face the prospect of insurance premiums that will be 
effectively unaffordable by 2030”.

Brokers play a critical role here; they are at the intersection 
between client and insurer. Their knowledge of what the client 
can achieve and what the insurer is looking for in terms of 
attractive risks, has never been more valuable.

Insurance has always been there to play its part, but it is 
not a substitute for individuals and businesses undertaking 
meaningful measures to mitigate their risks. When we speak 
with our clients, we need to reiterate not only what we can do, 
but when and where we need to do it. The time has come for 
action because all our futures depend on it. 

Contents

^The risks to Australia of a 3oC warmer world, published by the Australian Academy of 
Science, March 2021. Accessed at www.science.org.au/supporting-science/science-policy-
and-analysis/reports-and-publications/risks-australia-three-degrees-c-warmer-world



01 Change is in the wind

Change is
 in the wind

With Australia rebounding from COVID-19 
lockdowns, the risk conversation is returning to 
climate-related impacts, what a shift to Net Zero 
might mean, and a growing expectation for action. 

As the immediate threat to livelihoods and organisations posed 
by COVID-19 recedes, the focus on what Australia needs to do to 
counter the impacts of climate change is fast returning.

‘Severe Catastrophe’ season is in full swing, with early and 
significant damage wrought in New South Wales and Queensland 
by tornadoes and hail. 

But another storm is looming. Cumulative losses, exacerbated 
by the effects of climate change that is influencing even more 
areas of the country, are straining underwriting capacity and 
appetite. Brokers also need to find new ways to gain greater 
traction with clients on risk mitigation and management advice. 

While the full extent of this summer is yet to be seen, Insurance 
Council of Australia (ICA) research* shows the 2020-21 severe 
weather season resulted in $2.28 billion in incurred losses, and a 
tick under 140,000 claims because of cyclone, storm, flood, hail, 
and bushfire damage. These figures are far from being the worst 
year on record. 

Several questions are being posed. How can the industry’s 
knowledge and experience translate into measures that result 
in lasting improvements towards recovery and resilience from 
catastrophes? What more can brokers do to help clients better 
present their risk to the market?

ICA CEO and Executive Director Andrew Hall says climate 
change is a shared risk and responsibility. “General insurers play a 
critical role in communicating, managing, and responding to the 
increasing severe weather risks that policyholders may face due to 
a changing climate,” Hall says.   

“The ICA is working with members, the community, all levels 
of government, and a broad range of stakeholders to help 
ensure insurance remains affordable and accessible through 
strengthening the built environment, land-use planning, and 
increased knowledge of local risks and mitigation options.”

INCREASING PRESSURES
Hall says the changing global economy and the transition to low 
carbon emissions are putting increased pressure on the insurance 
industry, with flow-on effects for all Australian insureds. “There’s a 
need for new tools, modelling, and investment to inform decision 
making, climate adaptation, and mitigation.

“But to provide suitable and affordable insurance products that 
will protect both the community and businesses against climate-
related perils, there’s a need to also ensure the solvency and 
stability of prudentially regulated entities.”

To address the shared risk and responsibility, the ICA established 
the Climate Change Action Committee (CCAC) with a mandate of 
supporting the insurance industry to embed climate change issues 
and insights into decision making, as well as support disclosure of 
climate risks and opportunities. 

“The Committee works with stakeholders to raise awareness of 
climate change and its impacts, manage risk, and develop solutions, 
including awareness of disaster preparedness in communities, 
and improve disaster response and recovery,” Hall says. “It also 
works with governments, regulators, and other key stakeholders to 
promote action on climate change and other environmental issues.”

“At present, no region in Australia is uninsurable, but it is possible 
some may become difficult to insure in future, unless governments 
invest in appropriate physical mitigation and adaptation strategies.”

Jodi Fullarton-Healey, Allianz Australia Insurance Limited 
(Allianz) General Counsel and Chief General Manager Corporate 
Governance and Legal says the issue of climate change and 
the nature and scale of the attendant risks is too big for one 
organisation to tackle alone. “We’re proud members of the ICA’s 
CCAC to work on resilience, along with what the implications of 
climate change mean to the Australian insurance industry,” she says.

“At Allianz, we have taken some bold steps on our climate 
change journey, such as our phase-out of investing in or insuring 
the thermal coal sector, which began in 2015. As of 1 January 
2023, Allianz will no longer insure or invest in mining or electricity 
generation businesses that derive more than 25% of their revenue 
from thermal coal activities. Thresholds in respect of the quantity 
of thermal coal mined or coal-fired electricity also apply. These 

* Insurance Catastrophe Resilience Report: 2020-21, Insurance Council of Australia, August
2021. Accessed at www.insurancecouncil.com.au/wp-content/uploads/2021/09/ICA008_
CatastropheReport_6.5_FA1_online.pdf
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thresholds are progressively tightened over time and largely see 
Allianz exiting thermal coal mining or electricity generation, and 
their supply chains, by 2030.

“Throughout the period of transition, we are actively working 
with our clients and partners regarding the timeline, technical 
details, and thresholds of the phase out. We will continue to 
engage with partners on their decarbonisation strategies and 
we look forward to working together as we all re-align our 
business strategies and activities to be climate friendly.” 

URGENT CHANGES
The ICA has called for increased funding of public and private 
mitigation projects, improved building standards and quality, 
and more informed land use planning decisions.

“Too many homes in Australia are built on flood-prone 
land and floods are becoming more frequent because of 
climate change,” Hall says. “As the risk of flood increases, 
so does the cost of insurance. If homeowners opt out 
of flood insurance as a result, they will need more 
government support following a disaster.”

“I would recommend brokers talk to clients about 
a risk assessment of their property in relation to its 
vulnerability to severe weather risks. It’s vital the 
cover is regularly checked to ensure it remains 
adequate. They should also look at the 
available options to increase the resilience 
of the property in terms of its build, and 
the benefits of retrofitting it with 
protective measure,” Hall added.

Fullarton-Healey says 
“it’s vitally important 
for brokers to include 
climate change as part of the conversation. 
It is a swiftly evolving area and we’re headed 
into a period of rapid change.”

 in the wind
DRIVING IMPROVED 
OUTCOMES
Productivity Commission figures estimate that 97 percent 
of natural disaster funding in Australia is spent after 
an event. Just three percent is invested to mitigate the 
impact of future disasters. Notwithstanding what impact 
reducing carbon emissions may have, the ICA believes 
more immediate actions# are required.

1. Investing in resilience
National, state, and local government should identify 
the most urgent mitigation projects to protect those 
communities most exposed to natural disasters. The 
process of allocating investment to publicly funded 
resilience projects and infrastructure must be data-
driven, independent of the political process with 
bipartisan support. 

2. Improving building quality and standards
Resilience into our building codes is a key tool to mitigate 
the physical risks arising from catastrophes. The National 
Construction Code should be reviewed and amended 
to ensure that greater resilience to extreme weather 
is incorporated into building design and construction, 
including the growing risk from climate change.  

3. Better land use planning
Too many homes are at risk from flood, bushfire cyclone, 
and actions of the sea. Many of these properties are now 
cheaper to buy or rent because of this risk, and some are 
home to those who are least able to afford adequate 
insurance, compounding the impact of a natural disaster 
or extreme weather event.  

4. Removing state taxes on insurance
Adequate insurance cover against natural disasters 
is hampered by state taxes and charges which increase 
premiums. The tax system should encourage, not hinder, 
insurance coverage. 

5. Coordinated disaster clean-up
State and Federal emergency response agencies should 
leverage insurers’ core competency, and experience of 
disaster response and recovery, and collaborate with 
the insurance sector and other agencies to implement 
standardised arrangements for disaster clean-up that 
best serve natural disaster-impacted communities. 

THINGS TO CONSIDER
1. Find new ways to communicate the realities of climate
impacts to your clients – risk mitigation is a shared 
responsibility with insurance cover as a last resort. 
2. Discuss with your clients the specific vulnerabilities 
of their properties – or where they’re intending to build.
Some areas are fast becoming uninsurable. 

#Insurance Catastrophe Resilience Report: 2020-21, Insurance Council of Australia, August 
2021. Accessed at www.insurancecouncil.com.au/wp-content/uploads/2021/09/ICA008_
CatastropheReport_6.5_FA1_online.pdf



Measuring  and modelling
climate risk

There are worrying signs that climate change 
could exacerbate already increasing trends in 
property losses. As industries access tools and 
data to quantify the potential impact, how can 
brokers use data and insights to inform their 
insurance advice to clients?

Climate change is already increasing a range of “chronic climate 

hazards”, such as annual average temperature, temperature 

extremes, and average sea level according to a report by 

the Climate Measurement Standards Initiative (CMSI),^^ an 

industry-led collaboration between Australian insurers, banks, 

scientists, reporting standards professionals, service providers, 

and supporting parties. Even before this summer began, parts 

of Australia saw record heat for October, and the storm season 
kicked off with a vengeance. At the same time, Bureau of 
Meteorology figures show multi-year rainfall deficiencies are still 
having an impact across significant areas of the country.

And the projected changes in some of the ‘acute climate 
hazards’ – such as tropical cyclones, floods, and extreme fire 
weather days – could put even more upward pressure on 
insured property losses.

Ryan Crompton, Managing Director of catastrophe loss 
modelling specialists Risk Frontiers and a member of the CMSI 
Scientific Committee, says it’s hard to quantify the impact of 
climate change on a range of acute climate hazards with no 
clear signals as yet on risks, such as flood and hail. “That doesn’t 
necessarily mean there has been no impact, but the information 
is not yet available to detect and attribute the change,” he says.

02 Measuring and modelling climate risk 

^^Climate Measurement Standards Initiative. Scenario analysis of climate-related physical 
risk for buildings and infrastructure: Financial disclosure guidelines and climate science 
guidance. Accessed at www.cmsi.org.au/reports



A
 N

IB
A

 
B

R
O

K
ER

S’ 
G

U
ID

E
P.7

With insured losses being a key metric across the insurance 

industry, Crompton says identifying trends that can be 

attributed to climate change is challenging, because the 

exposure and vulnerability to hazards are non-uniform, adding 

to the volatility. “When we’ve analysed the Insurance Council 

of Australia’s natural disaster loss list, we’ve observed the very 

large effect changing societal factors has on the time series of 

losses. This includes increases not only in inflation, but also large 

increases in populations and wealth, particularly in areas such 

as south east Queensland.”

Crompton points out that if these high growth areas are also 

adversely affected by climate change in the future, then this will 

further concentrate risk. “We have tools, such as catastrophe loss 

models, that can be used to analyse possible climate change 

effects on future disaster losses. We can use these to assess 

changes in the hazard, future exposure levels, and adaptation 

measures, either individually or the combined effects of these.”

Crompton says brokers need to have the data insights 

and capabilities to help their clients now and into the future, 

including using such tools as catastrophe loss models or the 

output of these tools. “Risk is now often assessed at the location 

level and capabilities also exist to assess future loss levels. These 

are important factors when considering premiums today and 

what may be offered in the future.”

Tesh Patel, Allianz Australia Insurance Limited (Allianz) 

General Manager, Commercial Products and Portfolio agrees. 

“We need to help insureds make more informed choices and the 

industry has accountability and responsibility to help customers 

be as safe as they can. 

“We observe proactive brokers discussing mitigation strategies 

with clients to the best and most affordable degree. Ultimately, 

Measuring
and modelling

climate risk

insurance is there to protect the client in the event of a loss, but 
this is such an evolving period, brokers really should be doing 
what they can to help clients avoid losses in the first place.”

“Capacity is reducing in some geographies, particularly 
those prone to floods or other types of weather events, and 
relationships are key. Continuity helps insurers understand the 
needs of the insureds so I would say this isn’t a great time for 
businesses to look to move their cover to achieve relatively 
small premium savings.

“And brokers who are able to guide clients on risk mitigation 
are able to influence the pricing available which is always 
dependent on the way individual risks are presented. The more 
the risk is mitigated, whatever the peril, will be a major influence.”

THINGS TO CONSIDER
1. Take advantage of modelling tools to quantify the risk 
for your clients. 
2. Catastrophe loss models can help you assess changes 
in your clients’ hazard risk, future exposure levels, and the 
impact of adaptation measures. 
3. Climate change is a significant factor, but societal shifts 
are also putting pressure on insurance costs and premiums. 
Risk is now often assessed at the location level, and areas of
significant growth in both population and wealth, such as 
south-east Queensland, could be particularly vulnerable. 
4. Brokers who can guide clients on risk mitigation can 
influence the pricing available, which is always dependent 
on the way individual risks are presented.

USING ‘CAT LOSS’ MODELS
Risk Frontiers’ Crompton says it’s important to remember 
that a low hazard risk does not necessarily mean low 
loss risk, as the financial impact is also a function of the 
exposure and vulnerability.

He believes all industries can follow the lead of 
insurance to make more use of catastrophe loss or ‘Cat 
Loss’ models, and other databases to analyse possible 
climate change impacts, explore what future scenarios 
look like, and how that translates into dollar losses.

Cat Loss models have three major modules – 
hazard, exposure, and vulnerability. “The hazard module 
can generate many possibilities of what hazard activity 
might be next year or at a future point in time under a 
given emissions scenario,” Crompton says. “The exposure 
module includes details about the assets, such as insured 
value, age, and other attributes, and the vulnerability 
module relates the hazard to the damage ratio for a 
given asset type. For tropical cyclones, the vulnerability 
module relates wind speed to damage to determine loss.

“The insurance industry has had these tools and 
analytical capabilities for several decades. They’re very 
sophisticated. What has changed with the increased 
focus on climate risk is that there are opportunities to 
apply these to other sectors, as well as to assess current 
and future risk. We’re also increasingly working with 
sectors, like banking and infrastructure on this.”

Allianz’ Patel says tools are being more widely 
taken up. “The reinsurance industry is looking at this 
as well. Models will really determine the industry’s 
response to changing weather patterns and the future 
pricing of insurance.” 



Building standards
– do we need to

do more?

With tropical cyclones projected to increase in 
intensity and affect more of Australia according to 
Climate Measurement Standards Initiative research, 
are current building standards up to the challenge?

Across the board, Australian building standards have a basic remit – 
preserve and protect life. As Willis Towers Watson senior risk engineer 
Ben Small encapsulates, they’re all about making sure buildings 
don’t burn, flood, or be blown away while they’re occupied. 

Since Cyclone Tracy virtually obliterated Darwin on Christmas 
Day in 1974, the threat posed by ferocious wind and rain has 
informed construction standards. But as the effects of climate 
change push such severe weather events into more parts of the 
country, is there more that can, and should be done?

Small says building developers and owners, whether 
commercial or residential, have a range of simple and 
potentially inexpensive means to better manage and 
mitigate their risks.

“Apart from the safety aspects, there are things you need 
to put in place that result in the building envelope not being breached 
and you can continue to live in your house or operate your business,” 
he says. “If you have a catastrophic loss, insurance is there to get you 
back to where you began, but what happens if you’re not able to 
run your business for a prolonged period? Where do your customers 
go? Competitors can come in and take your market share.”

When it comes to attracting cover for cyclone or severe weather 
perils, especially where wind speeds can wreak significant 
damage, Small says people located in noted areas such as 
Townsville, Darwin or Karratha still have an opportunity to 
manage and mitigate risk beyond what the building standards 
prescribe. “There is a major difference between the standards and 
the advice we provide on top,” he says.

“If you have roof-mounted equipment, does it really need to be 
there? Power, water, telecommunications – they’re permitted to be 
on the roof as far as the standards are concerned, but will get 
damaged in a cyclone. We recommend anyone facing the possibility 
of severe weather impacts has a pre, during, and post checklist 
that takes them through all the things that will minimise damage.

“In a cyclone, there can be a big pressure differential from the 
outside to the inside. Anything that comes through a window can 
break the building envelope and then it doesn’t matter how well 
your roof is screwed down.”

INVESTING IN RESILIENCE
Small says in talking to clients building on a greenfield site, 
the cost to add features that mitigate risk is generally not high. 
“If they’re in a major hazard area and building from scratch, 
they’re going to choose correct roofing structures, the right type 
of walls, and probably upgrade the glass they use. Any of their 
utilities get housed within the building rather than the roof or 
outside. The aim is to keep the building envelope intact and avoid 
water ingress damage. That gives you the ability to bunker down 
until the cyclone goes over.

Steven Hill, Director of the Capital Innovation Insurance 
Group says the level of change to building regulation in 
Queensland has increased substantially since the 2011 
floods, particularly around ensuring the base slab is built 

to a certain height. “Depending on where the property is, that 
can be over one metre,” he says. 

But the market for domestic insurance cover remains expensive 
in Queensland. “The availability for certain risks and parts of the 
state has been badly affected and that’s attributable directly to 
climate change,” he says. “Take areas of the Gold Coast – insurers 
are more nervous about offering flood, or indeed, cover at all for 
the thousands of properties next to canals. That’s a link to rising 
sea levels. Weather events mean we’re at a point that it’s tricky to 
obtain property insurance anywhere north of Bundaberg.”

“Without resilient buildings, older buildings are getting ruled 
out of cover or premiums are very expensive. I think the market 
here has three or four times the premium rate of NSW or Victoria. 
Unfortunately, when we’re giving clients advice on mitigating 
their risk, there’s little we can say that won’t cost them money.”

David Henderson, the chief engineer at the Cyclone Testing 
Station at James Cook University (JCU) in Townsville, says building 
standards only go so far in terms of life safety and robustness. 

“Standards have done well in terms of their ability to protect 
occupants in cyclone-prone areas, however aspects of poor 
performance, for example from wind-driven rain, can render our 
buildings unliveable after the event. Poor use of materials or lack 
of maintenance can leave buildings vulnerable. If we can’t live or 

03 Building standards – do we need to do more? 



work in buildings after a medium-sized event, then it’s probably 
the small things that are letting us down.”

Henderson says standards are a part of the resilience ‘chain’. 
“Building standards could do more, but that would add to cost. 
A way forward could be to give people choice, so they can make 
informed decisions on performance criteria that have been vetted 
and rated – along the lines of energy efficiency ratings we’ve all 
come to rely upon.

“The North Queensland Strata Title Inspection Program 
developed by the Cyclone Testing Station at JCU, pioneers a 
resilience rating system that some insurers are using to reduce 
premiums for resilient buildings. It also advises and educates 
building owners on ways they can improve the resilience of their 
buildings. This system is applicable to all types of buildings, but 
we still need the designers, engineers, and builders using the 
right products in the right way, and everyone in the value chain 
ensuring the ongoing durability of the building.”

WHERE YOU BUILD MATTERS
The Gold Coast remains one of the most storm-exposed areas of 
Australia, says Small. “In the 1970s and 1980s a lot of buildings 
were developed along a spit north of Surfers Paradise,” he said. 
“That doesn’t need much of a storm surge for the water to come 
over the top.

“In a cyclone, low pressure sucks up the sea and drives it into 
the land. There are several variables, but a surge could be 
anywhere up to two metres. With the impacts of climate change, 
this is only going to get worse over the next 30 to 50 years. 
Thankfully, there has been a lot of land rezoning to avoid 
building in these types of areas, both in Queensland and in 
Western Australia, so the main impact from cyclones becomes 
the wind, rather than the surge.”

A
 N

IB
A

  
B

R
O

K
ER

S’  
G

U
ID

E
P.9

THE RISK OF 
UNDERINSURANCE
When weather wreaks havoc across Australia, another 
tempest looms for property owners. Graham Turnock, 
Allianz Australia Insurance Limited (Allianz) National 
Underwriting Manager Property says building cost 
inflation is resulting in widespread underinsurance.

“Catastrophes are like a magnet – they attract 
resources,” Turnock says. “COVID-19 border closures 
and supply chain disruptions mean resources are 
scarce – so claims costs go up. We’ve seen instances 
where some property owners receive a settlement 
capped at their sum insured, or less if coinsurance 
applies, which is often not enough to get them 
back to where they were prior to the loss. 

“As far as building standards are concerned, local 
Councils reframe and update their regulations after 
an event, and everyone starts to play catch-up. If the 
damage was severe, the building code changes and this 
drives the need to enhance resilience, and this in turn 
loads up the costs again. 

“Regulators are no doubt trying to strike the right 
balance between mitigation and imposing costs on 
existing and new property owners. It’s a high wire act as 
not every property or business owner has the financial 
means to respond, and that’s leading to some significant 
underinsurance, we’ve seen instances as much as 20 
to 30 per cent. For clients who are connected to their 
community they can be placed in the situation of taking 
a claim settlement and relocating, and if they don’t want 
to leave, their only alternative in this scenario is to take 
on debt to completely reinstate.”

Turnock says brokers can add value to their clients by 
helping them understand current and emerging weather-
related risks, conducting appropriate due diligence and 
encouraging an investment in resilience. Building a buffer 
into the sum insured is another important consideration. 

“We’ve just gone through climate forecasts for our 
business looking at the ICA catastrophe data,” he said. 
“Up to August this year, six of the top 10 largest historical 
catastrophes were related to weather-peril La Nina 
events, and this is the predicted weather environment for 
this summer.”

“If a broker could present a risk that shows a client 
understands the potential impacts of a weather cat 
event and has put appropriate measures in place, versus 
a client who for a variety of reasons doesn’t have a plan, 
the one with a plan will be viewed more favourably.”

THINGS TO CONSIDER
1. Talk to your clients about small, relatively inexpensive 
improvements to better prepare their properties for 
storm damage. If equipment doesn’t need to be exp osed
to the elements on the roof, take it inside. 
2. Building standards are a basic requirement to 
preserve life, rather than a prescription for successful risk 
mitigation. Your advice could make the crucial differenc e
in the event of your client’s weather-related loss. 
3. Help educate your clients on insurer-rated materials 
and using the right materials in the right way if they ar e
considering building or renovating. 
4. Your clients may wish to consider the enormous strain 
COVID-19 has put on supply chains and resources 
leading to steep cost hikes. Current cover levels may not 
get your clients back where they were.



04 Farming a solution

Farming 

a solution
Climate change is changing the risk profile of many 
farming areas throughout Australia. How can the 
agricultural sector, insurers, and brokers work 
together to drive workable and affordable solutions?

At the start of this century, the average Australian farmer 
would expect their yields to be impacted by two to three 
years of drought every decade, giving them up to eight years 
to achieve their margins and profit. Now, according to the 
National Farmers Federation’s Chief Economist and General 
Manager of Trade, Ash Salardini, drought impacts five years out 
of every 10, putting significant pressure on the viability of many 
farming businesses.

Recognising the economic, social and environmental damage 
that drought can cause, the Federal Government established 
the $5 billion Future Drought Fund. Part of the initiative was an 
additional $60 million announced in this year’s Budget for a 
Farm Business Resilience Program.

But beyond assistance programs, Salardini says farmers are 
being affected by a higher-risk premium attached to financial 
products, including insurance. He says all parties within the 
value chain – farmers, brokers, and insurers – need to work

together to drive better risk management and heighten 
agriculture sector resilience. 

“Farmers are a jack of all trades; they need to be able to 
build a fence, work a pump, fix machinery and be handy with 
spreadsheets,” he says. “But should they need to understand futures 
markets or derivatives? It’s a lot to ask of them, and insurance 
brokers need to play a larger role in helping them through this.” 
Salardini says farmers need a ‘hub and spoke’ approach 
to risk advice rather than linear dialogue with brokers, 
accountants, and agronomists, and the Future Drought 
Fund is creating a national curriculum for the wider adviser 
network. “Farmers don’t want a 10-page document on 
financial risk management with a box for them to tick at the 
end. They want interaction across their advisers.”

DIVERSITY A CHALLENGE 
As more of Australia is impacted by drought, the need to 
understand risk mitigation and management is growing. James 
Dunk, Director of Young-based brokers Dunk Insurance says a 
challenge for the industry in helping farmers is the huge diversity 
of activities, property sizes and drivers to decision making. 

“How resilient a farmer can be to major climate events doesn’t 
necessarily come down to insurance; it depends how leveraged



they are, what investment their business needs. Farmers have 
long memories; they’re good at playing the cards in front of 
them, but with labour and plant and equipment costs, there’s a 
lot of pressure to scale up and make the same margins.”

Dunk believes farmers are becoming more business-minded, 
but concentrate on issues such as getting through droughts, 
fires, and having a succession plan – rather than looking at risk 
transfer. “This is where engagement with brokers is providing 
a real benefit – it opens the conversation around new ways of 
working, of health and safety. Farmers understand the need 
to shift into mixed enterprises that give them more options, 
circumventing the worst impacts of drought.”

Farmers are also making quicker decisions about approaching 
conditions around their livestock and cropping programs, but 
Dunk says many still prefer to review their insurance just once a 
year. “Generally, agriculture lags behind the commercial sector 
in terms of information gathering and risk knowledge. The sector 
suffers from insurers’ lack of data, and with it, a lack of product 
development. As a result, coverage can be very basic, and income 
can be hard to protect. It’s a real missing link in the industry.”

MORE SOPHISTICATED SOLUTIONS 
While agriculture has seen a fair amount of consolidation, 
Salardini says bigger is not necessarily better. “There needs to be 
a place for farming of all sizes, but diversity is the key. From an 
insurance perspective, there are more ‘defined benefit’ or index 
products where a pay-out is contingent on an event occurring, 
rather than an actual loss. That implies farmers have a great 
deal of understanding but most of them haven’t consulted an 
actuary to determine if this would work for them.

Richard Watt, Head of Underwriting at Primacy Underwriting 
Management says that despite the considerable programs 
designed to help farmers become more resilient in the face of 
climate change, authorities have flagged they are prepared to 
let some businesses fail and insurers are taking stronger steps to 
remediate their portfolios. 

“Capacity for rural insurance is reducing, particularly for the 
more bespoke risks, like forestry which is down in the traditional 
market around 60 percent since the 2019 bushfires. We’ve also 

seen enormous issues with broadacre this year where a lot of 
insurers have closed regions and sub-limited cover. 

“This is a volatile market; the impacts of climate change 
are resulting in big swings. Take crops for example – unlike 
property, which has a relatively stable asset base to insure and 
small movements, we are seeing some huge fluctuations in 
sums farmers want to insure for and it’s hard to adjust capacity 
limits around these.”

Watt says traditional crop insurance in agriculture is now 
covering a very limited number of perils but some parts of the 
sector could avail themselves of derivative markets. “These are 
taking the place of traditional cover and all the capital behind 
that is coming from offshore. It’s a product that needs a critical 
mass.In such a difficult environment, Watt says insurers will 
do their best to look after renewals. “Growers jumping in and 
out of the market and cherry-picking what they insure is being 
tolerated much less by the market these days because there is 
not a long-term consistent premium pool.”

“Relationships count and that, for me, is the key message 
brokers need to share with their clients, even if it means paying a 
bit more to stay with an insurer. For those farmers who 
shop the market all the time, it’s becoming more difficult to 
accommodate them.”

THINGS TO CONSIDER
1.  Brokers are a key element in a ‘hub and spoke’ approach 

to risk advice along with accountants and agronomists. 
Agricultural clients will benefit from an integrated approach. 

2.   To address risk transfer, brokers open the conversation 
around new ways of future-proofing their business. 

3.   Counsel farmers looking to expand their businesses that 
diversity is paramount. Insurers are more likely to offer 
capacity to many small, well-spread risks, but the opposite 
has been evolving for a considerable period. 

4.   Insurance products in this sector can be complex. Brokers 
need to educate the clients on derivatives, for example, where 
some claims may be triggered without a loss or have a loss 
that does not trigger a claim.
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CPD Entitlement 

NIBA Members can gain ½ a point per 

hour engaged in reading the substantive 

content of an issue of A NIBA Brokers’ 

Guide. For more information and to 

download a CPD reading record sheet, 

visit niba.com.au/unstructured-cpd

*Members can claim a maximum of 7.5 

points annually for unstructured training 

(professional reading and individual 

research activities)



Behind you
for what’s ahead

At Allianz, we work with our Broker Partners to give their customers 
confidence in tomorrow. 
With our new House and Contents product your customers can 
benefit from more options.
100 years and counting, we’re behind you for what’s ahead.

Speak to your Account Manager today, or to learn more visit 
www.allianzengage.com.au/houseandcontents

Terms, conditions, limits and exclusions apply. Before making a decision about House and Contents insurance, please read the PDS. The PDS and Target Market Determination 
for this insurance are available upon request or by contacting your Account Manager. Allianz Australia Insurance Limited ABN 15 000 122 850 AFS Licence No. 234708 
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