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What has typhoon Bavi to do with our
business — a question for Boards
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yphoons, El Nifio, heat waves and torrential rains As demonstrated by the World Economic Forum
are specific, short-term weather phenomena, Strategic Intelligence map[l], natural risks are
whereas climate change refers to the long-term, interconnected, complex with high uncertainty of
systemic shift in average weather patterns and occurrence, unknown frequency and impact severity.
global temperatures spanning decades. El Nifno is a
natural, short-term cycle in the Pacific Ocean that lasts Extreme weather and climate change degrade business
1-2 years. Climate change is a long-term global asset value through direct physical damage and
warming trend caused by human greenhouse gas accelerated depreciation, while simultaneously
emissions. shrinking revenues via supply chain disruptions and
diminished consumer demand. Consequently,
Recent super typhoons like Bavi and Maysak have corporate profits take a direct hit from inflated
exhibited unusual erratic paths, often changing insurance  premiums, unexpected operational
direction abruptly or defying typical weakening downtime, and costly regulatory compliance.

patterns after making landfall. Climate scientists note
that storms are generally becoming stronger, lasting
longer, and dumping significantly more rain,

complicating standard tracking predictions.
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Image credit: World Economic Forum

[1]https://intelligence.weforum.org/topics/alGbOOO0000LHVIEAO
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Impacts can manifest on

Business Asset Value

¢ Physical Damage: Floods, wildfires, and hurricanes
directly destroy critical infrastructure, real estate, and
inventory, wiping out capital value instantly.

¢ Asset Stranding: Transitioning to a low-carbon economy
can render fossil-fuel reserves, carbon-heavy machinery,
and non-compliant real estate obsolete before the end of
their economic life.

¢ Insurance Devaluation: Properties located in high-risk
zones face plunging market valuations as insurers raise
premiums or entirely withdraw coverage, severely
reducing liquidity and collateral value.

Revenue

¢ Supply Chain Bottlenecks: Droughts (e.g., restricted
shipping in the Panama Canal) and extreme heat disrupt
logistics networks, delaying inventory and halting
production.

*  Demand Volatility: Shifting consumer purchasing power
and altering seasonal weather patterns (e.g., reduced
snowfall for ski resorts or agricultural yield drops) cause
unpredictable, sudden drops in sales.

¢ Operational Downtime: Power grid failures and

mandatory evacuations during severe storms force

businesses to close, resulting in immediate,
unrecoverable sales losses.

Profits

¢ Rising Operational Costs: Businesses incur heavier
expenses to cool facilities, implement redundant backup
systems, and secure increasingly expensive resources.

¢ Spiraling Insurance and Risk Management: Skyrocketing
premiums and the need to retrofit facilities to meet
stricter climate-resilient building codes heavily erode net
margins.

¢ Regulatory Penalties: Mandatory ESG (Environmental,
Social, and Governance) disclosures and due diligence
create new compliance fees and potential fines that
directly subtract from the bottom line.

Insurance coverage that is renewed annually could

increasingly exclude vulnerable assets and/or raise premiums.

Down the time horizon of 10, 15, 20 years, this form of

protection may become inaccessible.

Yet, few boards recognize the multiple impacts of not having
invested in adaptation. In Asia an estimated 90% of companies
don’t have insurance coverage on business continuity and

most assets aren’t adequately insured.

Companies that own critical infrastructure such as airports,
ports, mass transit rails, utilities are to offer services for at
least 50-100 years. Boards of these companies where assets
are expected to be maintained for efficient functioning over
such time horizons need to place adaptation high in their
strategic plan.

The lack of scenarios-dependent data on the impact of each
asset in the future may be a hindrance, till now.

The Physical Risk Assessment Platform developed
collaboratively by the Hong Kong Monetary Authority
(HKMA), XDI (Cross Dependency Initiative), and KPMG is
available for free to all licensed banks and authorized
institutions operating in the city. It allows banks to assess the
physical impact using 10 different climate hazards (such as
floods, storms, and sea-level rise) across their asset portfolios
globally. It provides scenario analysis, on-demand physical
climate risk analysis, and forward-looking data analytics

compliant with international banking standards.

With this tool and help from banks, corporates can be better
able to make forward-looking decisions on investing in
adaptation, engaging with suppliers, and even pivoting
business models if the risks are found to exceed the

company’s risk appetite.

Most corporate boards and management do not directly
converse with insurers, since insurance is deemed a
procurement exercise. There is merit in meeting the
insurance brokers and insurers to understand how they price
severe weather and climate physical risks into their
underwriting exercises. Note that short-term premium

shavings do not reflect long-term availability.

Certain global insurers that hold massive databases and
proprietary climate models are offering advisory services
while some offer innovative products such as parametric and
sustainability-linked insurance. A top mainland insurance
company owns two satellites that track assets in their

portfolios.

Moving from an enterprise risk management angle, there are
benefits in climate adaptation, which is often overlooked as an
investment opportunity. 2025 World Research Institute (WR)
research shows that every $1 invested in adaptation can return
$10.50 in benefits[2], a “triple dividend of resilience”.
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Rates of return on adaptation investments by sector
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Some questions boards can ask management today are:

1. Are risks arising from climate change over a longer
time horizon and severe weather in the short term
properly reflected in the risk register, based on what
assumptions. Who owns/manages those risks and how do

we assess the progress?

2. What if insurance is not available on certain critical
assets next year? Or will the premiums become
unaffordable? What are our options?

3. How can we work with our banks to more correctly
assess complex risks that challenge our resilience?

4. How can we ask insurance brokers and insurers about
their pricing and innovative solutions that fit our

company (sector)?

5. How can our government support us — learning from
Tokyo Metropolitan’s issuance of Resilience Bonds and
Adaptation Bonds - and what kind of incentives (e.g. tax
credits or in-kind credits) should we propose?
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[2]https://www.wri.org/insights/climate-adaptation-investment-case

6. Is self-insurance a viable option? How?

7. What amount of capital allocation do we need for
adaptation work over the next 5 years?

8. What are opportunities that we have overlooked?

Unless a business is well prepared, it’s too late to count the loss
when uninsured or inadequately insured assets are damaged,
supply chain is interrupted, employees can’t get to work due to
broken infrastructure, or they can’t work in the open under

extreme weather conditions.

Boards are stewards of the company’s assets and have the
fiduciary responsibility to protect them and make strategic
choices to ensure resilience and growth. Being complacent with
historical operational performance, reliability of suppliers or

the accessibility insurance is like sleeping at the wheels.

Start work on adaptation and resilience, now. &

Prof Agnes K'Y Tai, Council Member of HKIoD.
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