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Physical Basis of Climate Hazard 

Three rules of thumb of climate change:

1. Hotter everywhere

1. Warmer = more moisture= wetter= flood

1. Wet regions → wetter 

Dry regions→ drier

1. The uncommon becomes common



Extreme Events: Uncommon becomes common

Adapted zone
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Stress Test Background: Solvency II & PRA

The Solvency II SCR is calibrated to enable an 

insurer withstand a 1 in 200 year event i.e. an 

extreme stress. It is designed to limit an insurer’s 

probability of ruin over a one year period to 0.5% 

(value at risk at the 99.5th percentile). In regular 

stress tests, insurers are supposed to simulate the 

impact of extreme events on their business models 

and capital positions.





What did COP26 achieve?

Emissions. Countries will meet in November (COP27) to pledge further cuts to 
emissions of CO2. NDCs/pledges consistent ~2C but not 1.5C

Coal. Countries only agreed to "phase down" rather than "phase out" coal 
after a late intervention by China and India. Hugely disappointing outcome

Developing countries. Pledge to increase money to help climate change and 
switch to clean energy. 2009 target for $100Bn by 2020 missed by >30%

Fossil Fuel Subsidies. Agreement to phase-out subsidies but no firm dates set

Other things: China-US agreement on clean energy; Deforestation halted by 
2030; methane (30% by 2030); financing green technology; Details unspecific


