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Very severe earthquakes and many severe
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Several major catastrophes in 2010 resulted in substantial losses and an
exceptionally high number of fatalities. The overall picture last year was
dominated by an accumulation of severe earthquakes to an extent seldom
experienced in recent decades. The high number of weather-related
natural catastrophes and record temperatures both globally and in
different regions of the world provide further indications of advancing
climate change.
Altogether, a total of 950 natural catastrophes were recorded last year, ninetenths of which were weather-related events like storms and floods. This total
makes 2010 the year with the second-highest number of natural catastrophes
since 1980, markedly exceeding the annual average for the last ten years (785
events per year). The overall losses amounted to around US$ 130bn, of which
approximately US$ 37bn was insured. This puts 2010 among the six most lossintensive years for the insurance industry since 1980. The level of overall losses
was slightly above the high average of the past ten years.
"2010 showed the major risks we have to cope with. There were a number of
severe earthquakes. The hurricane season was also eventful – it was just
fortunate that the tracks of most of the storms remained over the open sea. But
things could have turned out very differently", said Torsten Jeworrek, Munich
Re's Reinsurance CEO. "The severe earthquakes and the hurricane season with
so many storms demonstrate once again that there must be no slackening of our
efforts to analyse these risks in detail and provide the necessary insurance
covers at adequate prices. These prices calculated by the insurance industry
make it possible to assess the economic consequences of these otherwise
difficult-to-evaluate risks."
Major catastrophes dominate the list of losses
In all, there were five catastrophes last year assignable to the top category of
"great natural catastrophes" based on the definition criteria of the United Nations:
the earthquakes in Haiti (12 January), Chile (27 February) and central China
(13 April), the heatwave in Russia (July to September), and the floods in
Pakistan (also July to September). These accounted for the major share of
fatalities in 2010 (around 295,000) and just under half the overall losses caused
by natural catastrophes.
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One of the most devastating earthquakes in the history of the past 100 years,
the quake in Haiti on 12 January killed more than 220,000 people. Only the 1976
Tangshan earthquake in China claimed more lives (242,000). Whilst the
earthquake in Haiti resulted in human tragedy on a staggering scale, it gave rise
to only negligible losses for the insurance industry, as is so often the case in
developing countries.
Five-hundred times more energy than in the Haiti quake was released by the
earthquake that hit Chile just over a month later. With overall losses of
US$ 30bn and insured losses of US$ 8bn, this quake was last year's most
expensive natural catastrophe. Chile is a highly developed country with very
strict building codes to take account of the high earthquake exposure. As a
result, there were comparatively few human casualties, despite the severity of
the quake – the fifth-strongest ever measured – although people were killed in
Chile, too.
In the summer, floods following extreme monsoon rainfall had devastating
consequences in Pakistan. For weeks, up to one-quarter of the country was
flooded. Countless people lost all their worldly possessions. The overall loss
totalled US$ 9.5bn – an extremely high amount for Pakistan's emerging
economy.
A widescale catastrophe also resulted from the heatwave in Russia and
neighbouring countries between July and September. Many places, including
Moscow, experienced record temperatures. In some regions of central Russia,
they exceeded 30°C for two months on end. Forests burned, with the fires
threatening nuclear facilities and areas where the ground had been
contaminated by radioactive fallout from Chernobyl. At least 56,000 people died
as a result of heat and air pollution, making it the most deadly natural disaster in
Russia's history.
Hurricane season in the North Atlantic: Lucky escape
The hurricane season in the North Atlantic was benign – but only at first glance.
Favourable weather patterns meant that the US coast was not hit by a single
hurricane. In Mexico, however, a few storms caused substantial damage.
Otherwise, the tropical cyclones turned away in a northeasterly direction over
the sea, only grazing some islands in the Caribbean.
But what appeared benign was, in terms of the number and intensity of the
storms, one of the severest hurricane seasons of the past 100 years. Altogether,
there were 19 named tropical cyclones, equalling the number recorded in 1995
and putting 2010 in joint third place after 2005 (28) and 1933 (21). Twelve of the
storms attained hurricane strength, with five of these falling into the top
hurricane categories (wind speeds over 178 km/h). This means the forecasts of
various institutes about the number of storms turned out to be very accurate.
"The number of storms was indeed well above average. It is just that it is
impossible to forecast whether and where such storms will make landfall", said
Prof. Peter Höppe, Head of Munich Re's Geo Risks Research.
Right at the start of the 2010 hurricane season, the water temperatures in the
tropical North Atlantic were up to 2°C above the long-term mean – and thus
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significantly higher than the level to be expected for the cyclical warm phase in
the North Atlantic that has persisted since 1995. The water temperatures thus
provided ideal conditions for the occurrence and high intensity of hurricanes. As
from the beginning of August, atmospheric conditions also favoured the
occurrence of Atlantic tropical cyclones ("La Niña" conditions).
"That is in line with the trend of the past 30 years, in which all ocean basins
show an increase in water temperatures. This long-term trend can no longer be
explained by natural climate oscillations alone. No, the probability is that climate
change is contributing to some of the warming of the world's oceans", said
Höppe. "This influence will increase further and, together with the continuing
natural warm phase in the North Atlantic, is likely to mean a further high level of
hurricane activity in the coming years."
The strongest storm of the season was "Igor", which reached wind speeds of up
to 250 km/h over the open sea but grazed Bermuda as a weaker hurricane. The
most expensive storm was Hurricane Karl, which caused overall losses of
US$ 3.9bn in Mexico, US$ 150m of which was insured. By contrast, all the
storms that arose in the mid tropical Atlantic east of Cuba and the Caribbean
islands turned northwards over the ocean.
Asia and America most frequently affected by catastrophes
The global distribution of natural catastrophes in 2010 was comparable to that of
previous years. Most catastrophes occurred on the American continent (365)
and in Asia (310). 120 natural catastrophes were recorded in Europe, 90 in
Africa and 65 in Australia/Oceania. North and South America also accounted for
the largest portion of insured losses, namely around two-thirds. Some 17% of
the losses were incurred in Europe, where the most expensive individual event
was Winter Storm Xynthia, which mainly affected Spain and France and caused
overall losses of US$ 6.1bn (€ 4.5bn). As is usual with windstorms in Europe,
the share of insured losses was very high, totalling US$ 3.1bn (€ 2.3bn).
Natural catastrophes in Australia/Oceania gave rise to around 16% of global
losses. The costliest event was the earthquake which occurred on 4 September
in Christchurch, the third-largest city in New Zealand. Overall and insured losses
were in the billions here as well. In Australia, there were two severe hailstorm
losses, each of which caused overall losses of well over US$ 1bn in March.
Volcano on Iceland paralyses air traffic
Another, quite different natural hazard event in 2010 demonstrated the
vulnerability of the networked global economy: the eruption of the volcano
Eyjafjallajökull on Iceland in April. Owing to the dust particles thrown into the
atmosphere, air traffic over northern Europe remained virtually paralysed for
days. There was hardly any direct damage, but interruptions in supplies of
important goods to industrial firms meant that gradually more and more sectors
of the economy were affected. The event ended up costing the airlines billions.
"This volcanic eruption is an example of a case where insurance could have
cushioned the effects of a natural hazard event for the economy. In principle, the
consequential costs for the airlines would have been insurable. Munich Re sees
itself as a pioneer in devising insurance solutions on the boundaries of
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insurability, including cover for business interruption due to natural hazards",
said Board member Jeworrek.
It is not yet possible to put an exact figure on the extreme floods in northeastern
Australia. Since the beginning of December many places have been submerged
under water and cut off from the outside world. Many mines have had to stop
operations. Heavy rain in this region is nothing unusual and such weather
patterns are accentuated by the prevailing “La Niña” conditions.
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Munich Re stands for exceptional solution-based expertise, consistent risk management,
financial stability and client proximity. This is how Munich Re creates value for clients,
shareholders and staff. In the financial year 2009, the Group – which pursues an integrated
business model consisting of insurance and reinsurance – achieved a profit of €2.56bn on
premium income of around €41bn. It operates in all lines of insurance, with around 47,000
employees throughout the world. With premium income of around €25bn from reinsurance alone,
it is one of the world's leading reinsurers. Especially when clients require solutions for complex
risks, Munich Re is a much sought-after risk carrier. The primary insurance operations are mainly
concentrated in the ERGO Insurance Group. With premium income of over €17bn, ERGO is one
of the largest insurance groups in Germany and Europe. 40 million clients in over 30 countries
place their trust in the services and security it provides. In international healthcare business,
Munich Re pools its insurance and reinsurance operations, as well as related services, under the
Munich Health brand. Munich Re’s global investments amounting to €182bn are managed by
MEAG, which also makes its competence available to private and institutional investors outside
the Group.
Disclaimer
This press release contains forward-looking statements that are based on current assumptions
and forecasts of the management of Munich Re. Known and unknown risks, uncertainties and
other factors could lead to material differences between the forward-looking statements given
here and the actual development, in particular the results, financial situation and performance of
our Company. The Company assumes no liability to update these forward-looking statements or
to conform them to future events or developments.
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