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Insurance as a Strategic Imperative
for Boards
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rom backstop to strategy in an age of compounding

risk.

Introduction: insurance moves to the boardroom

For decades, insurance was treated as an annual procurement
exercise focused on risk transfer. That view is now obsolete.
Climate volatility, geopolitical fragmentation, technological
acceleration and social polarization are converging into what
the World Economic Forum (WEF) describes as an “age of
competition,” marked by more frequent, interconnected and
systemic shocks. In this environment, insurance availability,
affordability and structure directly affect corporate value,

access to capital and long-term viability.

Boards that continue to treat insurance as a passive safety net
risk are discovering—often too late—that it has become a
strategic blind spot. Conversely, boards that elevate insurance
to a governance lever can use it to signal risk quality,
incentivize resilience and align capital allocation with an

increasingly volatile future.
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A world of compounding risks
The Global Risks Report 2026 highlights

deteriorating  operating

a sharply
environment.  Geoeconomic
confrontation, interstate conflict, extreme weather, societal
polarization and misinformation dominate near-term risk
rankings, while economic risks are rising fastest over the
two-year horizon. Over the longer term, environmental risks

remain the most severe.

What distinguishes today’s landscape is not only severity but
interconnection. Extreme weather events now cascade into
supply chain failures, labor disruptions, political instability
and financial stress. These compounding effects strain
traditional risk management tools, including insurance
models based on historical data and assumptions that risks

are independent rather than correlated.

For boards, insurance availability itself has become a signal of
systemic stress. When insurers withdraw, sharply raise
premiums or impose exclusions, they are indicating that risk

is approaching—or exceeding—acceptable thresholds.
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The widening insurance protection gap

One of the clearest signals of stress is the growing insurance
protection gap: the difference between total economic losses
from disasters and the portion that is insured. Globally,
disaster-related losses now reach trillions of dollars annually
when indirect and ecosystem impacts are included, yet only a
fraction is insured. In Europe, roughly one-fifth of catastrophe
losses are covered. In the United States, homeowners’
insurance premiums have risen sharply since 2019, with

insurers retreating from high-risk States.

For corporate boards, this gap translates into higher uninsured
losses, earnings volatility, impaired asset values and increased
cost of capital. Firms operating in regions becoming

uninsurable may face declining property values, workforce

challenges and heightened scrutiny from lenders and investors.

Insurability as a signal of climate risk

Plnsurance functions not only as financial protection but also
as an information system. Changes in premiums, deductibles
or coverage signal when physical or transition risks are
outpacing adaptation. This is particularly relevant for boards
overseeing long-lived assets. If a factory, data center or logistics
hub becomes difficult to insure, its economic life may be
shorter than assumed. Insurance thus acts as both a safety net
and a driver of risk reduction, encouraging adaptation before

retreat becomes unavoidable.

Boards that integrate insurability metrics into strategic
planning can gain an early warning system for climate and

systemic risks not yet fully priced by markets.

Why traditional insurance is no longer enough

Several factors explain why reliance on traditional insurance is
First,
backward-looking and struggle to capture tail risks and

increasingly inadequate. actuarial models are
intertwined climate, social and economic dynamics. Second,
many organizations assume that insurers or governments will
always provide coverage—an assumption undermined by

insurer exits and narrowing policy terms.

This challenge is acute for owners of critical infrastructure

such as airports, ports, energy grids, hospitals and
communications systems, which are intended to operate for
decades. Annual insurance renewals may not align with the
long-term escalation of climate-related damage costs, creating

a structural mismatch.

Third, policy exclusions often conceal major vulnerabilities.

Non-damage business interruption, supply chain disruption

and pollution liabilities are frequently excluded, even though
these losses dominate modern crises. Finally, rebuilding and
compliance costs are rising faster than coverage limits in some

regions, leaving assets underinsured in practice.

Together, these blind spots demand that boards move beyond a
compliance-driven view of insurance toward a strategic,

forward-looking approach.

Insurance as a governance lever
Boards are encouraged to use insurance to incentivize
resilience, map interdependencies and embed foresight into

decision-making.

This requires asking different questions: Which assets may
become uninsurable under plausible climate scenarios? How
would rising premiums affect asset viability, workforce mobility
or supply chains? Which exclusions could undermine recovery
from systemic shocks? How might cascading risks reshape
strategy? How can capital be allocated to resilience and risk
prevention? What nature-based solutions can be deployed for

adaptation?

Addressing these questions requires climate, nature and
insurance literacy at board level, and the integration of
insurance considerations into enterprise risk management,
capital planning and strategic reviews—not delegation to

procurement alone.

Innovation expands the insurance toolkit

While traditional insurance is under strain, innovation is
expanding available tools. Parametric insurance, which pays out
automatically when predefined thresholds are met, delivers
rapid liquidity and can cover risks excluded from conventional
policies, addressing gaps in climate-vulnerable regions.
Sustainability-linked insurance embeds incentives for
adaptation by rewarding resilience investments with improved
terms or pricing. Resilience bonds mobilize capital markets to
finance preventive infrastructure, shifting emphasis from
post-disaster recovery to loss avoidance. The Tokyo Resilience
Bond demonstrates how public and private capital can be

aligned to protect critical assets while sharing risk.

Insurers are also expanding advisory services, offering analytics
and engineering expertise to help reduce risk and, in some
cases, lower premiums for clients. Some large corporates are
exploring hybrid or self-insured models, pooling risk internally

while using insurers for expertise and market access.
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The Hong Kong Internet Registration Corporation Limited and the Office
of the Privacy Commissioner for Personal Data will co-organise the
“Al Security and Cybersecurity Summit for Enterprises” on 31 March 2026.
With the Digital Policy Office acting as a strategic partner, the Summit will bring together leading experts, industry leaders,
policymakers and company directors to explore the evolving artificial intelligence (Al) security and cybersecurity threat landscape,
exchange innovative solutions, and share insights into strengthening cybersecurity and data protection in the age of Al. The Summit

aims to raise the awareness and readiness of organisations, including small and medium-sized enterprises (SMEs), to address Al
security and cybersecurity risks in the business environment.
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The Summit is free-of-charge and open for registration on a first-come first-served basis. Interested parties are requested to complete
and submit the online registration form on the Summit website by 5:00pm on 27 March 2026 (Friday).
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- Business leaders, policymakers, IT professionals and data protection officers; Al Security and Cybersecurity
Summit for Enterprises Website

+ Organisations that are exploring to integrate or have already integrated Al into

A o a q q g https://pcpd.org.hk/ai_cybersecurity_summit
their business operations, including both large corporations and SMEs; BRI S e
+ Professionals in the cybersecurity sector; and

+ Representatives from relevant government departments and public bodies.
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* The co-organisers reserve the right to make the final decision and
to modify the content or date of the above Summit at their sole discretion.
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For boards, these developments mean insurance strategy is no
longer a binary choice but a spectrum of instruments aligned

with strategic objectives.

Implications for board practice

Five practical implications emerge:

1. Elevate insurance to strategic oversight. Review insurance
alongside capital allocation and long-term planning.

2. Use insurability as a risk signal. Treat changes in coverage
or pricing as early warnings.

3. Prioritize prevention and resilience. Protect insurability
while delivering long-term returns.

4. Leverage innovation. Combine traditional insurance with
parametric, sustainability-linked and capital-market
solutions.

5. Integrate climate and nature. Ecosystem protection is

increasingly central to economic stability.

Conclusion: from backstop to strategic imperative

In an era of compounding global risks, insurance has moved to
the core of corporate governance. Boards that cling to a narrow,
transactional view risk exposure as risks outpace outdated
models. Those that embrace insurance as a governance lever
and catalyst for resilience can turn volatility into strategic
advantage. B0

E AREGERBNERNRRBEMSRBAE -

SIS - RREEESETERE

HTER RBR-ESERUEBEREARSEHNEERE
I BRES SEBRMRECSKEL EREEZE -
MEBUE D - R —HBTEMHTEMBERES - HE
THFREERBEREN "THRFHEL,  SECCHNEHEI
BERTEEREZ  ESEMBANERAMRL - AEHERL - F
BRRC S  UJEEENEEEETE —BEENEE -
BERERNMRETHEES -

EXSTREERRBRARIAEARZEZHTRBEEERE
B BERBENBEARBCSE - ARk - IREFEFEHER

HKloD: THE 21ST CENTURY DIRECTOR

BRRERFPEXELRER  BFUMUNBERBRKBRERE
= HBIMANRES RSS2 ANRRETERDE -

HREFEESTHERE

(2026 F 2 XKEAREBE) BREFREANBEE - BH=E
ZEREEMEECEHE BEABGR SHEXR - L8
MIBERMEMKE  EARMELERBMBASHERR - &
REMSAMURRRERERE -

MERIRE  RHIAERREM  MIBFEBMGE - BiHX
REGRECSIZHBEDE S} NHBE  BUAAEBE
MPHES  BLEECHNEEERNEREETE AR
BFR SR -LEERELBEBNERERE IR
MmE] ENREBELR -

HESEMS  RRUSHEIBEARABEENNGE
% - ERMFMARY KBLHEREARERRSFIR - B1R
RERR AT B e B o] R AP -

17 B B9 1 P& R 1 411 B

RsMNEBNERZ -2REBOFREROAMHLE — RIE
FROZHEXRBESYNBEEEIRIFREONEE - £2
KEM  RERXKBEHENEASESERERSE=T (W
REEBEFENERZFTE)  EPREBERIVBIZE
R-EBN AP Z—MEXKBRZER,; £ - %
EEIMREB2019FE—ERRB LA  REBILAREKRS
EEME -

HEXESEMs  EERROGERAZEEREN &
MWKE  BEEREMNERARE LA  EXREEARREE
2E UAEEAHYEEETIR S} OBENMEAR
REEZENBRES

FERERBRRER R

RRAELSREMBREFH BEXEENRE - FE -
REENRFRERNEHEAEERRABEEIRIRBH
BLSK ERFEEERMEENESERANE - IR
IM - BBEPOLNDREABLESRER  HEESHE
RBRAMRBR At RERTRELZMEZINETR
FREERDEERRE BEHFLBEERZBASARE -

MRESERURREESMARERE  EoUl=ZARE
2 AABETHSERREZEARBRNEBENRFLE

i -

ATEERFRRBRABZEN

HERRULBRERURESHREARKTAEN - 5
— BEEUSKER  HUUWEERERNRKICENN
RiE - 2ENBEBL - £ REIEBHHERB[VEBE



T5E S

14

o

HRE—EgRHERE -
EERRSWER -

BERRBRIMBERERR -

BER#EE B0 E8  BERNENAKRFEZEZRE
BREZEH+F  MUEBERSERRERENLE - BF
EHREAVEREGRERFEEERNEARE LT &R
R AE B SR -

F= RENARFETEREZEA[E - FEEEH
WEBDE - HEBEPENSREZEZEEERANEHNE
REX HEEAZR mE E-4Litte  EBNGH
MALEARBRBIRGFERE  WEEERLZRARE -
BORER  BENELEM ESSVABRERTRMRR
HER - W RRINSEEENRIETE & -

MRIEEREIARR
EFTTRZNBREBRABIME KABEBRGNELER
BERHDRE -

EHIAEHVALTKRIBEABE  BLEEEEGEIEN
REBENEIZFE?RELANOTEEEEGTENL - 5
BORBANEEE? PEARSHEIESHERARLE
ERENER? EHEARNOUEERBNERIE ? 01T
BERADPEFHUEMEREAN ? EXBESEHIRNEE
REREHBERSZER?

EREGLEHE ESTUAHRE ABRNRERER
# o mMBLARRRESMALERRERE - EXRFIR
RIEMRE  MESZUIFEERBRRFBELE -

EANRARBRIEE

EEHRRBRABAE  JUBAMKEATANIE -2
HERR (ZEFERMENEHHBEER ) TRERHR
FEL MEFRE-LERFREAREOER - EMER
SRRREZENMENRERD -

KEHBRBEINUERBEITIUEEBRARATEE  FRHHE
EEHNBENGFRA - FUESFHREEATBSFRERI
KERZE SEMEKBEHERBREBL  RTRIH
&% ( Tokyo Resilience Bond ) R ABMFAE
SO UM EE SR REBBUESEMNDERER -

B BREAMBAZEARYE  ARIWHNLIREEEMNE
NEREBERTITHEFEERBENRE - —LREXRIE
RNZTRVUGERRBELE  BERBREPEANGLED
RIBRASENEFEMBANTSZEA -

HESFEMsS  SELERSRERBREBABIEIFUR
WEE MEEGRBEENIERS -

HESTERENTE

BEEFEBNIA

1l RBRBREFHEBUEEE RBIBRDEMRERE
R — 8 RY R IR -

2. DUARGRAREREN HAEXFRELEXACEEHHE

B,

3. DFEMMEMAELINF  MREEARFRETREE
@ -

4. ERAN - BERRRESSHE  XEHHNEX
MIBRRSE -

5. BEERBEAMABAR LEEREHKERENEEMSA
HEE -

A RREMAKRIBIE

ERFEGEZHRARNEN  RRESERNSHEEELANE
e BRENEABEEARNENER - IREFS)4
REFTENREHHESEZZER  BRHERRAMFERE
BN ERM - Alo{ERSRRIZESR - B0

BEEESREE: H—iLES

4



it i
Ig 21st Gentury
Publisher HhRigiE
The Hong Kong Institute of Directors & & HE D

Sponsor EEIE
Corporate Governance Development Foundation Fund (P¥EERBERES

Publishing Board HiFREER

Mr Stanley Mok (Chairman) EJK3¢E5e4 (EfE)
Ms Bonnie SY Chan f{0Ma 22+

Prof Agnes KY Tai 8;24#%i%

Mr Jonathan Shea #2454

Mr Richard Tsang N EAEA

Project Management JEE#7%H
Secretariat, The Hong Kong Institute of Directors

ESEEBEUER
For enquiries about circulation and advertisement, please contact:

BRARTRESEH B
Chief Business Officer & Head of Training: Ms Miriam Yee

EBRENEIEE - RER/NE

For editorial enquiries, please contact:

BERE LSRN - B -

Associate Manager, Communication & Projects: Mr Wing Wong

ENIE BB « THRIKELE

Tel 855 : +8522889 1414
Fax {H : +8522889 9982
Email #F : magazine@hkiod.com

(H—tHLES) ARTRELRAE
The 21st Century Director is also available at
https://www.hkiod.com/21st-century/

ISSN 1996-9619

Sponsored by EBNHE ! EG
Corporate Governance

Development Foundation Fund n E =
ERERBRED FOUNDATION

The Hong Kong Institute of Directors HEEEEFH

Patron BEH A
The Hon John LEE Ka-chiu GBM SBS PDSM PMSM ZRBITHEE

Founder Chairman & Hon President B|@ T [FHLEESR
Dr the Hon Moses Cheng GBM GBS OBE JP B A+

Past Chairmen B{EEE

Dr Herbert H M Hui Jp (Deceased) #i&RR1E L (E80)
Mr Peter S H Wong MBA &5 485344

Dr Kelvin Wong SBS JP DBA EH A hE T

Mr Henry Lai fBZ825720T

Dr Christopher To @218+

Council % (2025-2026)

Chairman FJE:
Mr Richard Tsang 37 &4

Deputy Chairmen FlIE[F:

Ir Edmund K H Leung SBS OBE Jp 2258 T 2 AT
Ms Bonnie SY Chan Jp R/ M2+

Mr William Lo ZEEFRAA

Ms Alice Yip EEHZ LT

Treasurer TJJE:
Mr Vincent Chan MH FRIK 5554

Immediate Past Chairman HI{EFE:
Dr Christopher To [g4418+

Chief Executive Officer {TEBZR%,:
Mr Jonathan Shea {72464

Council Members IBEEZS:

Mr Clement Kam Wing Chan [R$8285:4
Dr Leonard S K Chan &3 {EH+
Mr Hamilton Cheng #[/RERSEA
Prof Anthony Cheung RIRFZI%
Mr Richard Ho {AIEERESEA

Mr Randy Hung F|&UiEE4

Mr Ip Shing Hing BBS JP 25 B2 ET
Dr Alan Lai 225518+

Mr Henry Lai f8Z825172FM

Mrs Margaret S Leung 2 HFHF®B i+
Mr Ka-Yin Li 2558 442

Mr Jeffrey Mak Z54fR S/ A

Mr Man Mo Leung XE R4

Ir Prof John Mok S 2AF#I

Mr Stanley Mok EJK NS4

Ms Athena Y W Ng R/mfﬁﬁi

Prof Agnes K'Y Tai & 2L#i%

Mr Jim Wardell E2EEEA

Mr Stephen Weatherseed & ARIE
Mr Andrew Weir BBS JP aﬁ?ﬂ?ﬁi
Mr Kenneth Wong &7k B2

Advisory Board BEREEE:

Dr Justin KH Chiu #E#E 1

Dr David Wong GBS JP R 581

Mr Huen Wong SBS BBS JP T IE{2AD

Dr Samuel Yung GBS SBS MH JP 7K #H B+
Dr Carlye Tsui SBS MBE JP fREI R 161

The 21st Century Director is the official magazine of The Hong Kong Institute of Directors. All rights reserved. No part of this magazine may be reproduced or stored
in or introduced into a retrieval system, or transmitted, in any form or by any means (electronic, mechanical, photocopying, recording or otherwise), without the prior
written permission of the publisher and/or the copyright owner of this magazine. Quotation of short passages of the magazine for the purposes of review and education
is allowed provided that it is made with explicit reference to the source and publisher. Neither the magazine nor the publisher accepts liability for any views, opinions
or advice expressed by writers and interviewees of articles. The contents of the magazine do not necessarily reflect the views or opinions of The Hong Kong Institute of
Directors or the members of the Institute and no liability is accepted in relation thereto. This magazine includes articles that have been invited from or contributed by
authors. While such articles present the views of the respective authors, these articles may not necessarily represent the views of the Publishing Board of the magazine or The
Hong Kong Institute of Directors. It is the intention of the Institute to present views from various perspectives, which may inspire thinking and generate constructive discussions.
(HT—tHEEE) TEREFEGNE MR - NESHALRATNRESTBESTBEMA - AEHRAK / SERBAEERE @ AMGMEAT—FT
BAMERFZASAERTA (BF - #4 - FH  SHSHCTA) B fEirdsERRRR JL‘JU;EJX ZK-?’E?EFNA—H LR EsUAMER A S5 A - B/A
SRR R A - AR R AR T & AR EE RIS BRSNS - BRUELE LR - BBOASLA TREESESSE A28 B OB
RER  2& ,\’ééi’]TﬁlﬂzﬁﬁEt{Iﬂﬂf{ AFESSUERBAEE R AR FBRIE %ﬁﬁk‘”ﬁiiﬁ YE{’F%E’]EWE MR —ERRFESHIREESHES
EFEENEN - BENAERAMNSLAENER - EUAREKTE REEEERMEARTW

© The Hong Kong Institute of Directors EEEEZ2& o EME

The Hong Kong Institute of Directors is Hong Kong’s premier body representing directors to foster the long-term success of
companies through advocacy and standards-setting in corporate governance and professional development for directors.
ERERERATENREXESNERAR  ERERTEMEARMNRAMSL ; RERED -
BEHNRERFERECUBIERRE - DIRHHEENEIXRE -

The Hong Kong Institute of Directors Executive Office EEEBSZSITHUR
2104 Shanghai Industrial Investment Building, 48 Hennessy Road, Wan Chai, Hong Kong Z/8/E(7 8 [ mrE485k L8B3 K E2104
Tel EaE : (852) 2889 9986 Fax fHH : (852) 2889 9982  E-mail TE : executive@hkiod.com

Ei The Hong Kong Institute of Directors §;‘%§$%§| m The Hong Kong Institute of Directors]




