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1. Introduction




In agriculture as in most other sectors, development and
climate change will increase the value of risks over time.

While some of the risk can be reduced, some of it should be retained of transferred.

Risk in 2050
Climate
Change . . .
> While some risks can be avoided
Q. . .
2 through cost-effective risk
Development § i management options...
.
=}

Risk today ... other risks can’t be avoided
Residual efficiently and need to be
i financed through insurance,

reserve funds, debt, etc.
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We help building the resilience of vulnerable countries
through climate risk modelling and risk finance solutions design.

Mexico Burkina Faso Ethiopia Rwanda | India .
Protection of 200,000 Bundling insurance programme  Design of a forecast-based Designgnd implementation ofa [().’lmﬁte risk c;?c;ly sC;s ofa
farmers against drought combining agriculture and financing for flood. bridge Iefiding window and ank foan portrotio, design
through parametric health for 40,000 farmers Georgi a placement of insurance backstop. of a climate risk strategy
agricultural insurance. ’ ' ) , and development ofa

Gap analysis of a bank's parametric product.

Col bi practices againstemerging
olompia . ' ' .
Ghana /W est Africa regulations, design and Vietham

Remote sensing solutions
and climate risk integration
foragricultural credit and
monitoring strategy.

Climate risk screening for
+65,000 telecom assets.

Ecuador

Protection of 2,500
farmers against drought
and excess rainfall
through parametric
agricultural insurance.

Brasil, Colombia,

Peru, Paraguay
Regionally consistent
probabilistic wildfire risk
analysis undertwo climate
scenarios and five timeframes.

Togo
Adaptation and parametric
insurance programme for 3 cities
including parts of the capital Lomé
against floods.

Nigeria
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Design of a parametric insurance
product for Lagos against floods.

pilot of climate-risk related
financial tools.

.|

Design of an insurance
product for cities against

floods and typhoons and
adaptation.
Indonesia
\‘ ‘F—/ Design of parametric
adilia | insurance for farmers

against drought and flood.

Madagascar
Capacity building programme of
national experts for climate risk

Value for money analysison ~ modelling for 8 perils.

disaster risk financing
instruments (insurance v cat
bonds v debt v reserve funds).
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Parametric insurance is one of the
tools that can help bridge the
protection gap.

Parametric insurance consists of C FOR EXAMPLE )
compensating the client as soon as a
natural parameter exceeds a pre-defined
threshold.

= A cyclone exceeds 160

km/h
The natural parameter is measured * Lessthan 3 cm of rain falls
objectively by an independent data source, in the last month
most often by European or American public = A magnitude 6.1
satellites. earthquake shakes the city

The key advantages of parametric insurance S Immediate
are its transparency and the speed of

payment to the client, as no on-site damage COl‘IlpEllSElthl‘l trlggered
assessment is required.

We build innovative protections for people, crops, or infrastructure for numerous
risks, among which:

= {1 (5) V]
FLOOD DROUGHT CYCLONES EARTHQUAKES

@Climate 5



https://unsplash.com/fr/@spacex?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash
https://unsplash.com/fr/photos/un-satellite-spatial-en-vol-stationnaire-au-dessus-de-la-cote-VBNb52J8Trk?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash

2. Focus on

agriculture
parametric)

insurance.




There are two main types of agriculture insurance:

® Classic yield insurance

v" Covers yield losses due to any reason.

v" Often requests the intervention of a
loss assessor and/or crop cutting
experiments.

1. At the start of the season, the
farmer pays a premium to the insurer.

— >
o . 2 ©
Farmer R Insurer
N 3. Following the assessment, the /)
\\ insurer sends a payout to the farmer. S

-
~ -
~ -

- -

2. In case of a shock, a loss assessor often visits
the farmer to check the extent of the loss.
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® Parametricinsurance

v" Covers yield losses due to a specific peril
(often drought, frost or excess rainfall).
v" Is based on objective data, often on open

source satellite data.
v" Is paid quickly, without field assessment.

1. At the start of the season, the
farmer pays a premium to the insurer.

2 & ooe ©
= e %3
Farmer Insurer

2. In case of a shock, the insurer
computes the index value and sends a
payout to the farmer.
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Agriculture insurance can be implemented at micro, meso
or macro levels.

Option 1: Micro-level insurance

. -
J Premium ‘g
Payout Farmer
Option 2: Meso-level insurance
@ Indirect premium payment (deduced from the yield
value paid by the cooperative to the farmer, or added to the
. interest rates paid by the farmer to the bank) ~
Insurer Premium Aggregator < Y
» (Cooperative, >
Payout agri bank...) Payout (e.g. direct payout to the farmer, or loan Farmers
reimbursement thanks to the insurance payout).
Option 3: Macro-level insurance
Premium - ®
« alll: > g
Payout > State Payout to farmers (or financing of Farmers

activities that benefit to farmers)

Confidential @Climate 8



Agriculture insurance can generate positive outcomes for
farmers, among which:

Adoption of green farming practices

Poverty reduction
ty , , Research! shows that farmers feel more confident
Insurance helps farmers avoid poverty traps following a e :
, transitioning to greener practices when they know that a
climate shock. : ) .
possible yield drop could be covered by insurance.

Increased investment and modernization
Research? shows that farmers tend to have better access to
agriculture credit when they are insured, but also that they
feel more confident in investing.

1.Aubert C., Raineau Y.,Raynal M. (2025), Learning about best management practices: Theory and experimentation under the umbrella of crop insurance, European Review of Agricultural Economics (jbaf065)
2.Folus, D., Casal Ribeiro, P., Lepoivre, B. et Roumiguié, A. (2020). L'assurance et la protection financiere de [’agriculture. Annales des Mines - Réalités industrielles, 2020(1), 30-38.

https://doi.org/10.3917/rindu1.201.0030..

E‘Climate
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Agriculture insurance is paradoxical: despite huge needs
and many projects worldwide, uptake among farmers

remains very low.

We are designing
parametric
insurance to boost

of Dominican
Republic’s social
security program

the climate resilience -

OURSOLUTION

In Ecuador, we are
developing
parametric
insurance for
smallholder
farmers covering

drought and excess o

rainfall

OURSOLUTION

We reinsured a
consortium of
three local

covering 40k
farmers

Zambian insurers

We cover more
than 40,000

Senegalese cotton .

producers against
drought through

OUR SOLUTION

-
il

In Tanzania, we are
investigating
insurance products

' tocover

smallholder maize
farmers against
drought and floods

OURSOLUTION

AXA Climate
supports the
national Indian
agriculture
insurance
scheme

OUR SOLUTION

Sugsraane  Tea

we designed a

product for
380,000 farmers

In the Democratic
Republic of Congo,

drought insurance

OURSOLUTION

We have defined
homogeneous
Unit Areas of
Insurance (UAIs)
to underpin a
parametric
livestock
insurance
product in
Somalia

THENEED

OUR SOLUTION

In Burkina Faso,
for L’'Oréal, we
built a program
bundling
agriculture and
health insurance
for 40,000
farmers

THE NEED
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We created a
parametric
insurance
program for
small scale milk
producers under
World Bank’s
DRIVE project

OURSOLUTION

Wedida
feasibility
assessment to set
up a national
agriculture
insurance
program for Niger
Government

OUR SOLUTION

We developed

parametric
insurance to

protect farmersin |

Indonesia against

both alack,andan

excess of rainfall

THE NEED

OUR SOLUTION

B T

In the last 6 years,
for instance, we
have worked on
more than 15 new
insurance schemes
worldwide...

... and only a few
of them have
reached scale!
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Yet, there are good practices which can boost the uptake of
agriculture insurance.

Bundling insurance with other services. Keep insurance simple.

Bundle insurance with farming inputs, agricultural credit or Keep products simple, so a farmer understands in one
advisory services, and build on existing national agriculture sentence what triggers a payment and how much will be
programmes to distribute insurance. received.

Subsidize premiums. Opt for frequent payouts.

Aim for small and frequent payments: reqular modest
payouts prove the product works better than one rare, large
indemnity.

Subsidize premiums over the long run: farmers only trust
insurance when public support is predictable year after year.




Iustration

We have designed a
parametric OUR SOLUTION
insurance SCheme tO Alongside UNDP and other industry

partners, and in close cooperation with

complement SUPERATE, we are developing a

parametric insurance product that
Dominican ensures quick access to financial
resources to respond to climate-related
hazards, including excess rainfall, wind,

Republic’s social and drought.
Security program. We will also be leveraging government-

led enrolment events and campaigns to
inform beneficiaries of current risk
exposures in an inclusive and accessible
THE NEED way.

This project is funded by the German
development bank KfW through the
Insuresilience Solutions Fund (ISF).

The Government of the Dominican Republic has a
fully operational social protection program
(SUPERATE) that distributes emergency funding in
response to extreme weather events. They are
now looking to develop a risk transfer mechanism
: as an additional layer of protection for the target
. Banana farmer Angel Guzman ya group.
- Santana ‘s_; ' % | o] climate 12
- @Fanrtradel—'oundatlon = '




Iustration

In Burkina Faso, THE NEED
for L’Oréala We L'Oreal seeks to protect against climate and

health risks shea farmer providing raw

[ ]
bllllt a prOgram materials for its shea butter products.
< Shea collector estimated that maize, which
bundllng they also grow, is more at risk than shea. The

decision was thus made to focus on maize for

agriculture and the agriculture part of the product.
health insurance

for 40,000
We carried out a demand assessment to
farmers. determine key agriculture risks faced by

women shea collector and the suitable
features for the creation of health covers.

OUR SOLUTION

We tested the insurance product during a
pilot phase. The current product is covering
21,000 female shea collectors and 19.000
other beneficiaries.

@Climate 13




In France, the Government has found an interesting

Iustration

way to incentivize insurance uptake among farmers.

t Since a 2023 reform, agriculture climate risks in France are shared in
1 ) three tiers:

- Small losses are supported by the farmer
- Medium losses are covered by subsidized multi-peril crop insurance

- Exceptional losses are absorbed by a national solidarity fund.

» To incentivize the take-up of insurance, state compensation for natural
disasters is now advantageous for farmers who took out a private
insurance policy.

( KEY FIGURES )

Upto 70%
of subsidy on
premiumes.

Only 30% of
farmers
insured.




Parametric insurance can also help
improving existing agricultural
insurance programs: the example of
Georgia.

Georgia already runs a State-subsidized agricultural insurance
scheme: the public budget covers most of the premium (up to 70%),
and thousands of farmers are protected against perils such as hail,
storm, flood and frost for selected citrus.

» A few improvements of the program could raise the value for farmers:

* Extend cover to drought and strengthen the frost coverage, two
perils that hit vineyards and orchards — possibly through
parametric insurance to speed up payouts.

* Address market distribution gaps over the territory, and simplify
enrolment so smaller farms and more regions can join.

Confidential




Any question?

Feel free to reach out:

Eliot Pernet
Deputy Head of Public Sector

WhatsApp: +33 674 57 60 67

eliot.pernet@axaclimate.com
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