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Weather disasters in USA dominate natural
disaster losses in 2021

* |n 2021, natural disasters caused overall losses of USS 280bn, of which roughly
USS 120bn were insured

= Alongside 2005 and 2011, the year 2021 proved to be the second-costliest ever
for the insurance sector (record year 2017: USS 146bn, inflation-adjusted) —
overall losses from natural disasters were the fourth-highest to date (record
year 2011: USS 355bn)

= Hurricane lda was the year’s costliest natural disaster, with overall losses of
USS 65bn (insured losses of USS 36bn)

* |n Europe, flash floods after extreme rainfall caused losses of USS 54bn (€46bn)
—the costliest natural disaster on record in Germany

= Many of the weather catastrophes fit in with the expected consequences of
climate change, making greater loss preparedness and climate protection a

matter of urgency

“The images of natural disasters in 2021 are disturbing. Climate
research increasingly confirms that extreme weather has become
more likely. Societies need to urgently adapt to increasing
weather risks and make climate protection a priority. Insurers
meet their responsibilities by covering a portion of the risks and
losses. By applying risk-adequate premiums, they put a price on
natural hazards, thereby encouraging carefully considered
behaviour to limit the losses. At the same time, severe volcanic
eruptions and earthquakes in 2021 showed that we should not
overlook these categories of natural disasters either.”

Torsten Jeworrek, Member of the Board of Management

In figures: Natural disaster losses increased substantially

Worldwide, natural disasters caused substantially higher losses in 2021 than in the two previous
years. Based on provisional data, storms, floods, wildfires and earthquakes destroyed assets
worth USS 280bn. Losses in the previous year amounted to USS 210bn, while in 2019 they were
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USS 166bn. Roughly USS 120bn of losses were insured, which was also more than in the two
previous years (2020: USS 82bn, 2019: USS 57bn). The insurance gap, in other words the
uninsured portion, declined slightly due to a higher proportion of losses in the USA, but was still
approximately 57%. Almost 10,000 people lost their lives in natural disasters in 2021, a death
toll comparable with those of recent years.

Exceptionally high proportion of losses in USA

The USA accounted for a very high share of natural disaster losses in 2021 (roughly USS 145bn),
of which some USS 85bn were insured. Both overall and insured losses were significantly higher
than in the two previous years (Overall losses 2020: USS 100bn, 2019: USS 52bn; insured losses
2020: USS 67bn, 2019: USS 26bn). In detail:

- Tornadoes
In December 2021, a series of severe storms across several states in the central and
southeastern USA led to exceptionally high losses, especially for the month of
December. Dozens of violent tornadoes with wind speeds of up to 310 km/h (190 mph)
carved a trail of devastation across six states. Especially hard hit was the town of
Mayfield, Kentucky, where a long-track, massive wedge-type EF4 tornado roared
through the neighbourhood. Large parts of the town, including a candle factory, were
completely destroyed. According to initial estimates, overall losses amount to around
USS 5.2bn, with projected insured losses of USS 4bn. An estimated 90 people were
killed.

- Tropical storms: The Atlantic hurricane season
The costliest natural disaster in 2021 was Hurricane Ida, which made landfall on 29
August 90 km south of New Orleans as a major hurricane (Category 4, the second-most
destructive), with wind speeds of around 240 km/h (150 mph). Tens of thousands of
buildings were damaged or destroyed. The New Orleans levee system, which was
strengthened following Hurricane Katrina in 2005, withstood the storm surges, thereby
preventing much higher losses.
Hurricane Ida then tracked to the northeast, causing severe flooding, in particular in
New Jersey and the New York City metropolitan area. Overall, Hurricane Ida caused
losses of USS 65bn, of which approximately USS 36bn were insured (55%). A total of
114 people lost their lives.
Hard on the heels of the previous record-setting 30 named tropical storms in 2020,
storm activity during the 2021 hurricane season was again significantly above the long-
term average (14.3 for the period 1991 to 2020), with 21 named tropical storms.

- Deep freeze
In February, an exceptional cold wave brought icy temperatures as far as the southern
USA. A temperature of -8°C (17°F) was recorded in the southern Texas city of Houston.
Although the state of Texas experiences a major freeze event about once a decade, the
state’s energy, infrastructure and buildings are often inadequately prepared for such
conditions. Millions of people were left without electricity. Overall, with losses of
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USS 30bn (half of which were insured), the event was the year’s third-costliest natural
disaster.

Europe: Extreme flash floods with record losses

In Europe, torrential rainfall in July 2021 triggered exceptionally severe floodings that caused
devastating losses in local areas, particularly in western Germany. In the regions affected, the
rainfall caused by the low-pressure system “Bernd” was the highest in over a hundred years. In
tributaries, such as the River Ahr in the Rhineland-Palatinate, the deluge triggered flash floods
that swept away countless buildings. There was also severe damage to infrastructure, such as
railway lines, roads and bridges. More than 220 people were killed.

Overall losses came to €46bn (USS 54bn), of which €33bn (USS 40bn) was in Germany. The
insured portion was relatively low because of uninsured infrastructure losses and the limited
insurance density for flooding in Germany. €11bn (USS 13bn) was insured, of which €8.2bn
(USS 9.7bn) was in Germany, according to figures provided by the Association of German
Insurers. It is the costliest natural disaster in Germany and Europe to date.

What effect is climate change having?

Ernst Rauch, Chief Climate and Geo Scientist at Munich Re, and head of the Climate Solutions
Unit, commented as follows on the figures:

“The 2021 disaster statistics are striking because some of the extreme weather events are of
the kind that are likely to become more frequent or more severe as a result of climate change.
Among these are severe storms in the USA, including in the winter half-year, or heavy rain
followed by floods in Europe. For hurricanes, scientists anticipate that the proportion of severe
storms and of storms with extreme rainfall will increase because of climate change. Even
though events cannot automatically be attributed to climate change, analysis of the changes
over decades provides plausible indications of a connection with the warming of the
atmosphere and the oceans. Adapting to increasing risks due to climate change will be a
challenge.”

Relatively low losses in Asia-Pacific region

In the Asia-Pacific region, losses remained modest. With overall economic losses of USS 50bn, of
which USS 9bn were insured (insurance gap 83%), the region accounted for just 18% of overall
losses and 7% of insured losses. The costliest natural disaster was a severe flood in Henan
Province in central China, where countless rivers, including the Yellow River, burst their banks.
Hundreds of thousands of homes were flooded. Overall losses came to some USS 16.5bn, with
only about 10% of these insured.

A 7.1-magnitude earthquake struck off the east coast of Japan on 13 February. The earthquake
was not far from the epicentre of the Tohoku earthquake off Japan’s northeast coast, which ten
years earlier had triggered a devastating tsunami that led to the Fukushima nuclear disaster.
The latest earthquake caused substantial losses of USS 7.7bn, with insured losses in the region
of USS 2.3bn (insurance gap: 70%).
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Volcanic eruptions and earthquakes — an underestimated threat?

Along with the earthquakes in Japan, several violent volcanic eruptions following a number of
more peaceful years underlined the threats from geophysical catastrophes. In September, the
Cumbre Vieja volcano in the south of La Palma in the Canary Islands erupted. Giant streams of
lava flowed all the way to the sea. Some 3,000 properties were buried under lava streams and
layers of volcanic ash. It was not until 25 December that the authorities were able to officially
declare the eruption over. Losses are in the region of €850m (USS 1bn). Only a small portion of
this is likely to be insured.

On the Indonesian island of Java, the Mount Semeru volcano erupted in December. The event
produced what are known as pyroclastic flows consisting of hot ash and rock at temperatures of
around 1,000°C, which is why such eruptions are far more dangerous than those with lava
flows. More than 50 people were killed.

Even in industrialised countries, there is still a large insurance gap

On a global level, around 57% of losses from natural catastrophes in 2021 were not insured.
Those affected must bear the financial losses themselves, or rely on aid. This insurance gap has
declined over the last few decades in industrialised countries, whereas in poorer countries it
remains unchanged at over 90%.

In industrialised countries, the proportion of insured losses depends on the particular natural
hazard concerned. For example, in the USA and Europe, insurance density is much lower for
floods than for storms. Some infrastructure in the USA is insured, while this is seldom the case
in Europe.

“Greater insurance density can help people and countries to better cope with the financial
consequences of a disaster and help them return to a normal life. Developing concepts in
partnership with governments (public-private partnerships) certainly makes sense,” explains
Ernst Rauch.
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Munich Re

Munich Re is one of the world’s leading providers of reinsurance, primary insurance and insurance-related risk solutions. The group
consists of the reinsurance and ERGO business segments, as well as the asset management company MEAG. Munich Re is globally active
and operates in all lines of the insurance business. Since it was founded in 1880, Munich Re has been known for its unrivalled risk-related
expertise and its sound financial position. It offers customers financial protection when faced with exceptional levels of damage — from
the 1906 San Francisco earthquake through to the 2019 Pacific typhoon season. Munich Re possesses outstanding innovative strength,
which enables it to also provide coverage for extraordinary risks such as rocket launches, renewable energies or cyberattacks. The
company is playing a key role in driving forward the digital transformation of the insurance industry, and in doing so has further expanded
its ability to assess risks and the range of services that it offers. Its tailor-made solutions and close proximity to its customers make
Munich Re one of the world’s most sought-after risk partners for businesses, institutions, and private individuals.

Disclaimer

Munich Re’s NatCatSERVICE collects information from governmental agencies, scientific institutes, associations, the insurance industry,
the media and other publicly available sources in order to analyse nat cat losses. NatCatSERVICE applies Munich Re’s comprehensive in-
house nat cat expertise and market data from the worldwide insurance markets to its analyses.

Munich Re assumes no guarantees as to the accuracy of this data, which is collected as of specific dates and can also change at any time.
The information may not be used as the basis for any decision without prior professional advice and careful contextual analysis. Munich
Re is not liable for damages arising from any decisions that third parties may take on the basis of this information.

This media 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 make them conform to future events or developments.
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