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We don’t print this report in order to conserve natural resources but you can find a copy in the responsibility section at www.hiscoxgroup.com.

Hiscox is a global specialist insurer, headquartered in Bermuda and listed on the London 
Stock Exchange (LSE:HSX). Our ambition is to be a respected specialist insurer with a diverse 
portfolio by product and geography. We believe that building balance between catastrophe- 
exposed business and less volatile local specialty business gives us opportunities for profitable 
growth throughout the insurance cycle. It’s a long-standing strategy which in 2018 saw the 
business deliver a profit before tax of $137.4 million despite another busy year for claims,  
with a number of natural catastrophes and significant market losses.

The Hiscox Group employs over 3,300 people in 14 countries, and has customers worldwide. 
Through the retail businesses in the UK, Europe, Asia and the USA, we offer a range of specialist 
insurance for professionals and business customers as well as homeowners. Internationally 
traded, bigger ticket business and reinsurance is underwritten through Hiscox London Market 
and Hiscox Re & ILS. Our values define our business, with a focus on people, quality, courage 
and excellence in execution. We pride ourselves on being true to our word and our award-
winning claims service is testament to that. Visit www.hiscoxgroup.com for more information.
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Foreword from our ESG Executive Sponsor

We are living in exceptional times, 
when both personally and professionally 
there has never been more discussion 
around climate change and its current 
and future implications for the world 
we live in. As someone who has a 
passion for exploration and the natural 
environment, I find this refreshing.
Being a responsible business is 
important to us at Hiscox, and having 
last year been appointed our Executive 
Sponsor for environmental, social and 
governance issues across the Group, 
I have been pleased to get closer to 
our achievements and, crucially, our 
ambitions in this area. Scrutiny in 
ESG performance – from regulators, 
investors, media, customers, employees, 
as well as those who may want to work 
with us or buy from us in the future – 
has never been greater, and that 
scrutiny serves as a reminder to every 
business, including our own, to do the 
right thing.
Since our last report, we have made 
good progress. We have formally 
supported the Task Force on Climate-
related Financial Disclosures; we have 
reviewed the ESG policies of our fund 
managers to assess their performance; 
we have refreshed our environmental 
policy; and we have engaged on 
regulatory matters such as the PRA 
and FCA’s climate-related 
consultation papers.
We have continued to contribute to 
the climate debate through articles 
and research – our own, and that of our 
partners – and roundtable discussions, 
and we have seen more of our employees 
participate in charitable causes thanks 
to the formation of Hiscox Gives, which 
supports charities chosen by employees 
through donations and volunteering.

We have also further refined our view 
of catastrophe risk relating to Japanese 
windstorm, California wildfire and 
US windstorm in light of the natural 
catastrophes of 2017 and 2018, 
as we would after any major 
natural catastrophe.
The next 12 months will bring new 
priorities. We have our ESOS Phase II 
report to deliver, in line with UK 
government requirements for a 
business of our size; we will be setting 
new emissions targets that align with 
the Science Based Target Initiative; 
we will be further refining some of 
our existing policies and creating new 
ones as well as a Group-wide code of 
conduct; and we will be publishing our 
first impact report. This work is exciting 
and challenging in equal measure.
So I hope you find this report useful. 
For more on how we endeavour to 
be a responsible business, please visit 
our website.

Mike Krefta 
CEO, Hiscox Re & ILS 
Executive Sponsor, ESG

We understand that we 
are part of something 
beyond the bottom line 
and take our role in the 
world seriously.

http://www.hiscoxgroup.com/responsibility
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Values
Our values guide our business: to have courage and integrity, to provide quality 
products, to excel in the service we provide and, above all, to be human. At the 
heart of our business is a restless spirit to challenge convention in our industry, 
and in ourselves, to always do better.

Courage 
Do the right thing, 

however hard

Challenging convention 
Our values define our 
business. At the heart 
is a restless spirit to 

challenge convention in 
our industry and ourselves 

to always to better.

Quality 
World-class where 

it matters

Integrity 
True to our word

Human 
Fair, firm and 

inclusive

Excellence 
in execution 

Consistent, timely, 
efficient delivery

Introduction

As a (re)insurer, we provide cover 
to individual customers, businesses 
of all shapes and sizes as well as other 
insurers for damage caused by a range 
of risks, including climate-related risks 
and natural catastrophes. Our exposure 
to risk is worldwide, and climate-related 
elements of the risks we insure against 
exist in almost every part of 
our operations.
Climate change is considered to 
increase the frequency and severity 
of major weather events, and that can 
have an impact on the availability and 
affordability of insurance cover, as well 
as the resilience and profitability of 
(re)insurers. Consequently climate 
change has a real and relevant impact 
on our core business activities of 
providing (re)insurance and paying 
claims, as well as on other areas of 
our business such as our investments. 
We are actively responding to climate-
related risks by:

 D  doing what we can to reduce 
the environmental impacts 
of our business operations;
 D  considering climate change 
risks in our underwriting and 
investment approach;
 D  conducting research (either 
our own, or in collaboration 
with others) that enables us 
to continuously improve our 
understanding of climate-related 
risks and the actual or potential 
impact on how we operate 
as a business and the products 
we offer;
 D  communicating with our 
customers, brokers and other  
key stakeholders to, where 
appropriate, inform them of 
climate-related risks and how 
to mitigate them; and 
 D  publicly reporting our progress 
on managing environmental, 
social and governance (ESG) 
issues, including but not limited 
to climate change.



3

Principle 1 Principle 2 Principle 3 Principle 4 Principle 5 Principle 6

Hiscox Climate Report 2019

How we operate is as important as what 
we do when it comes to climate risks, 
and our 3,300 employees all have a part 
to play in ensuring we are a responsible 
business. We have a set of values which 
underpin every aspect of our business 
and have earned us a reputation for 
decency and integrity. They are reflected 
in our work, the marketplace, our 
workplace culture and in our approach 
to the environment and communities 
in which we operate. Our values guide 
us, and doing the right thing is 
important to us.
We review and refine our values around 
every five years, as new people join and 
the business evolves, to ensure they 
remain relevant and that the language 
we use resonates with new generations 
of employees. We are undertaking 
this process again in 2019, and have 
already consulted with over 500 
employees representing every corner 
of our business.
So we aim to play our part by being a 
responsible business, but we also work 
closely with other organisations and 
industry bodies to (among other things) 
help inform national and international 
policy to tackle climate change and 
develop economies which are resilient 
to climate change. This includes 
work with:

 D  Lloyd’s of London (Lloyd’s). Hiscox 
started out as a small specialist 
Lloyd’s of London insurer, and the 
business we write through Lloyd’s 
remains an important string to 
our bow. We are now one of more 
than 50 members of this specialist 
insurance and reinsurance 
market located in the City of 
London. Lloyd’s underwriters and 
brokers cover more than 200 
territories, and the Lloyd’s market 
develops the essential, complex 
and critical insurance needed to 
underwrite human progress. The 
Lloyd’s Corporation supports 

this market, as an independent 
organisation and regulator 
protecting and maintaining 
the market’s reputation, while 
also providing services, original 
research, reports and analysis to 
the industry’s knowledge base. 
Our Chairman, Robert Childs, 
is Deputy Chairman of Lloyd’s, 
and other Hiscox employees are 
involved in relevant Lloyd’s working 
groups and committees. Hiscox 
is also a member of the Lloyd’s 
Disaster Risk Facility (DRF) which 
was launched by Lloyd’s in 2015, 
recognising the need for dedicated 
collaboration in the Lloyd’s market 
for the assistance of countries in 
terms of disaster relief financing. 
It is now a consortium of seven 
Lloyd’s Syndicates, pooling 
resources with a maximum 
capacity of $445 million, and we 
are proud of our participation.
 D  The Association of British Insurers 
(ABI). The ABI is a not-for-profit 
organisation representing the UK’s 
insurance sector. It has over 250 
member companies, including 
Hiscox, which together account 
for over 90% of the UK insurance 
market, and our Chief Executive, 
Bronek Masojada, is an ABI board 
member. They use their expertise 
and experience to contribute to 
public policy debates, publish 
research reports, promote the 
highest standards of service and 
conduct, and support the industry.
 D  ClimateWise. Representing 
a global network of leading 
insurance industry organisations 
and convened by The Cambridge 
Institute for Sustainability 
Leadership (CISL), ClimateWise 
helps to align its members’ 
expertise to respond to climate 
change. The ClimateWise 
Principles provide a framework 
for insurance companies 

worldwide to set out how they will 
build climate change risks and 
opportunities into their business 
operations. ClimateWise members 
work with the CISL to help close 
the climate-risk protection 
gap and commission research 
through CISL’s Insurance Advisory 
Council. ClimateWise members 
have been at the forefront of 
climate-related disclosure 
for over a decade, voluntarily 
reporting against a large part of 
the Task Force on Climate-related 
Financial Disclosures (TCFD) 
recommendations, and from 2019 
will report against the new TCFD-
aligned ClimateWise Principles. 
Hiscox is a founding member 
of ClimateWise; we currently 
participate as one of more than 
20 members of the ClimateWise 
working group and in the CISL 
Insurance Advisory Council.
 D  LightHill Research Network. 
The LightHill Research Network 
enables interaction between 
academic, government and 
commercial experts at the 
forefront of risk-related research. 
It is funded by the insurance 
industry and managed by a core 
team of professionals from the 
(re)insurance industry through 
its steering group, of which Hiscox 
is a member.

How we operate is as 
important as what we do 
when it comes to climate 
risks, and our 3,300 
employees all have a part 
to play in ensuring we are 
a responsible business.
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Climate-related risks have significant social and economic 
impact, and the structures and processes we have in place 
ensure they are managed appropriately, up to and including 
at Board level, with progress publicly reported annually. 

1.1 Ensure that the organisation’s board 
is working to incorporate the Principles 
into business strategy and has oversight 
of climate risks and opportunities
Board level responsibility
The Hiscox Board has overall 
responsibility for every aspect of 
business performance. Our continuing 
success depends on how well we 
understand and manage the significant 
business risks we face, including those 
resulting from climate change. This risk 
knowledge informs every important 
operating decision the Group makes. 
Therefore, the Board has responsibility 
for approval of Group risk policies and 
procedures which address every 
aspect of risk, identification, appetite, 
measurement, mitigation, monitoring, 
reporting and governance.
The Board is at the heart of risk 
governance and is responsible for 
setting the Group’s risk strategy 
and appetite, and for overseeing 
risk management (including the risk 
management framework – see the risk 
management section on page 7).
During 2018-19, the Board looked 
at a number of risk-related matters, 
some of which contained climate-
related elements:

 D  the Group’s risk profile, compared 
with its Board-approved 
risk appetite;
 D  independent second line of 
defence model validation findings 
on the Group’s capital model;
 D  risk reporting focused on topical 
live issues with actions and 
mitigation plans;
 D  regular reporting on the risks 
determined by the Board to be 
critical to the Group;
 D  stress and scenario testing, 
performed to identify and measure 
the likelihood and impact 
of potentially plausible, but 
extreme, events. This included 
consideration and challenge

  of the findings and associated 
action plans for the scenarios, 
which had been designed to test 
the resilience of the business 
plan to major and minor shocks;
 D  updates to the risk and control 
register, which summarises the 
Group’s material risk exposures 
and the key controls in place to 
mitigate them, as agreed with 
risk owners;
 D  updates to Group risk policies, 
addressing the Group’s main risks;
 D  the Group Solvency Self-
Assessment (GSSA) report.

Climate risks and our approach to 
ESG will be a topic of discussion for 
the Board in 2019.
The Board meets at least four times 
each year, and to facilitate management 
of the business, the Board appoints and 
authorises a number of committees 
to manage aspects of the Group’s 
affairs including risk, remuneration, 
investments and audit, with each 
committee chaired by a Board member. 
Each of the committees also meet four 
times per year and more information 
on them can be found in the corporate 
governance section of our 2018 Report 
and Accounts (pages 61-64) and the 
Audit Committee report of our 2018 
Report and Accounts (pages 65-66).
Each committee operates within 
established written terms of reference 
and each committee Chairman reports 
directly to the Board. Of specific 
relevance to climate change is the 
Risk Committee of the Board.
The Risk Committee advises on how 
best to manage the Group’s risk profile 
by reviewing the effectiveness of risk 
management activities and monitoring 
the Group’s actual risk exposure, 
to inform Board decisions. The Risk 
Committee relies on frequent updates 
from within the business and from 
independent risk experts. This group 
oversees the risk management 

framework, development and 
operational implementation of 
Hiscox’s risk management policies 
and procedures and advises the 
Board on how best to manage the 
Group’s risk profile.
In November 2018, the Risk Committee 
had a particularly focused discussion 
on climate change risks, outlining 
current disclosure requirements and 
exploring our response to the uptick 
in interest from regulators and other key 
stakeholders when it comes to climate. 
The outcomes of this discussion 
included Mike Krefta (CEO of Hiscox 
Re & ILS, and Executive Committee 
member) being appointed ESG 
Executive Sponsor for the Group, and 
an agreement to provide a Board paper 
on our ESG approach in May 2019, 
which went ahead as planned. Mike’s 
newly created role is an important step 
for our business as we look to boost 
Board and Executive Committee 
oversight of ESG issues, including 
climate-related issues.
During 2018 a number of natural 
catastrophes occurred, including 
Hurricanes Florence and Michael, 
Typhoons Jebi and Trami, and 
unprecedented wildfires in California. 
It is also of note then, that the Audit 
Committee received an update during 
the year on the processes that the 
Company conducts when significant 
events, such as the California wildfires, 
arise. It is imperative that the company 
can quickly, and to a reasonable degree 
of accuracy, estimate the gross and 
net losses arising from such events, 
and the Committee was satisfied with 
the way that the process was conducted.

https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
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Group policies

Our environmental policy outlines our approach to managing the environmental 
impact of our business activities and those that arise from our ownership and 
occupation of office premises. We actively manage and aim to minimise our 
environmental impacts, due to the resources we consume and the amount of waste 
our activities produce, as well as complying with relevant environmental legislation 
and other requirements such as the ClimateWise Principles. We reviewed and 
updated the policy in 2018.

Environmental policy

Health and safety policy

Respect for human rights

Modern slavery statement

Our health and safety policy helps ensure we provide a work environment and 
work activities that ensure the health, safety and welfare of all our employees 
and those who are affected by our operations across all Hiscox Group activities 
and locations. We intend to review and update the policy in 2019.

We do not maintain a stand-alone human rights policy, but are guided by the 
principles of the UN’s Universal Declaration of Human Rights and the International 
Labour Organisation’s core labour standards.

We have a range of policies that hold us to account when it comes to environmental and related matters, some of which 
are set out below. We are developing new policies and a code of conduct for the Group in 2019. 

Hiscox complies with the provisions of the Modern Slavery Act. Our modern 
slavery statement outlines our zero-tolerance approach to slavery or human 
trafficking in our supply chains or in any part of our business. We reviewed and 
updated the policy in 2019.
We also demonstrate practical support of this through our work to support 
Comision Unidos vs. Trata (The Commission United Against Trafficking), a Mexican 
charity supporting victims of human trafficking in Mexico and the Americas. 
The Commission was founded in Mexico in 2012 by Rosi Orozco, a former Mexican 
Congresswoman and outspoken campaigner against human trafficking, and was 
established with a vision to end human trafficking, with a primary focus on the 
sexual exploitation of young girls.
The Commission works in collaboration with more than 100 NGOs around the 
world, including from Mexico, the USA, Canada, Colombia, Spain, Argentina and 
the UK, to advocate for legislative change to hold accountable traffickers, 
intermediaries and consumers involved in sexual exploitation. It also focuses on 
the decriminalisation, protection and restoration of victims through the provision 
of support services, accommodation and education programmes, and runs the 
only residential restoration home for boys in the Americas.
Our Special Risks division has worked with The Commission since 2017. The 
partnership was born out of a desire from within the business to support an 
organisation whose purpose complements its core business of security-related 
risks and is aligned with our principal value of protecting what matters most. 
In 2018 our work with them included hosting an exhibition in our London office 
to mark the United Nations World Day Against Trafficking in Persons.

https://www.hiscoxgroup.com/sites/group/files/documents/2019-03/Group%20Environmental%20Policy%20updates%20Oct%2018%20final%20for%20the%20website.pdf
https://www.hiscoxgroup.com/sites/group/files/documents/2018-05/hiscox-group-health-and-safety-policy-statement-feb-2017.pdf
https://www.hiscoxgroup.com/sites/group/files/documents/2019-04/hiscox-modern-slavery-statement.pdf
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Risk management framework 
Our continuing success depends on how well we understand 
and manage the significant exposures we face.

Hiscox Own Risk and Solvency Assessment 
(ORSA) framework

Risk governance

ORSA process

Risk 
appetite

Risk owner

Risk 
measurement

Risk 
mitigation

Risk 
monitoring

Risk 
reporting

Risk 
definition

ORSA governance

Risk 
assessment

Business 
planning

ORSA 
documentation

Assurance

Capital  
and solvency 
assessment

1.2 Management’s role in assessing 
and managing climate-related issues
As outlined earlier, Mike Krefta is the 
Group’s Executive Sponsor for ESG 
and as such he plays an important 
role in ensuring Board and Executive 
Committee oversight of ESG issues. 
He is also a trustee of the Hiscox 
Foundation, which is detailed in section 
4.4. Beyond the Board, and Mike’s 
representation of ESG on the Executive 
Committee, climate-related issues 
are considered through our risk 
management structure and at 
a business unit level.
Risk management
The Group’s success depends on 
how well we understand and manage 
our exposures across key risk types. 
These consist of strategic risk, 
insurance (underwriting and reserve) 
risk, market risk, credit risk, operational 
risk and regulatory, legal and tax risks. 
Climate-related risk is covered within 

these criteria. Our risk management 
framework operates as a continuous 
process that is embedded in the 
Group’s culture, supported by a central 
risk team which is led by our Group 
Chief Risk Officer, which reports 
directly to the Risk Committee of the 
Board, with matters escalated to the 
main Board as necessary. 
The risk team monitors and reviews 
the risk profile and the effectiveness 
of our risk management activities, 
including compliance with, and 
recommendations for any changes 
to, our defined risk strategy and risk 
appetite. In turn, the central risk team 
is supported by several Group-wide 
and local forums focusing on specific 
risk types.
Once we have assessed our risks 
through the risk management 
framework and through our Own Risk 
and Solvency Assessment (ORSA) 
framework, we manage them through 

a combination of the following:
 D a diversified portfolio;
 D a clearly defined risk appetite;
 D  underwriting discipline based 
on sound decisions aligned with 
the Group’s overall strategic 
objectives and risk appetite;
 D tailored modelling resources;
 D stress and scenario testing;
 D  mitigation of the effect of 
catastrophes and unexpected 
concentrations in risk 
through reinsurance.

Catastrophic and systemic insurance 
losses from damage caused by a range 
of catastrophes, including events such 
as typhoons, wildfires, hurricanes 
and earthquakes, are identified as 
significant enough to be considered 
principal risks to the business. In fact, 
some of our most significant future 
disaster scenarios are based on natural 
catastrophe events – see section 2.2, 
and specifically page 14.

Some of our most 
significant future disaster 
scenarios are based on 
natural catastrophe events.
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Board and committee structure

Audit Committee Investment CommitteeRemuneration 
Committee

Nominations and 
Governance Committee Risk Committee

Ltd Board Executive Committee

Beyond the Board, committees and the risk team
Business areas potentially impacted by (or with a vested interest in) climate issues – such as risk modelling, risk management, 
communications, marketing, Group investments and property services – work collaboratively on some climate-related activity, 
such as proxy report responses (see page 32), but are responsible for integrating climate-related matters into their work and 
escalating issues to an appropriate level of management. An example of how this risk integration creates results for both 
Hiscox and our customers can be seen in our work to boost flood insurance solutions and customer access to them in the 
UK and USA. More information on this is included in sections 3.2 and 6.2.

Our ambitions for 2019-20

To review and refine some of our existing policies, and to develop new policies where appropriate for the business.
To develop a code of conduct for the Group.



Incorporate climate-related issues into 
our strategies and investments

Principle 2
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As an insurer, our priority has to be to bring useful products 
to market and to have the ability to pay claims when the worst 
happens. An awareness and integration of climate-related 
risks into our strategies and investments is essential to 
achieving that.

2.1 Evaluate the implications 
of climate change for business 
performance (including investments) 
and key stakeholders
As a global insurer, we have a 
responsibility to – and are of interest 
to – a range of stakeholders. This 
includes not only our investors and 
our investment managers, which are 
discussed in detail below, but also our 
employees, customers, suppliers and 
business partners, analysts, regulators 
and the media. Our work with employees 
is discussed in more detail in section 
4.4, with customers in sections 6.1 
and 6.2, with (and through) the media 
in section 5.2, and with regulators 
in sections 2.3 and 5.1.
You may also like to refer to the charts 
in section 2.2 which show how we 
evaluate the potential impact of natural 
catastrophes, which has climate 
implications, and to sections 3.1 and 
6.2 where we discuss our growing 
portfolio of flood products around the 
Group in response to the challenges 
arising from the changing nature 
of natural catastrophes including 
the climate-related impact on natural 
catastrophes. The carbon footprint 
of our business, particularly given 
our reliance on air travel as a global 
business, is also of relevance here, 
and more information on that can be 
found in section 4.2.
Looking at investments then, the Hiscox 
investment team oversaw financial 
assets and cash totalling $6.3 billion 
as at 31 December 2018, investing 
in bonds, cash and equities on behalf 
of the Hiscox Group.
We maintain a relatively small in-house 
investment team. Located in London, 
the team is led by the Chief Investment 
Officer (CIO), who has overall 
responsibility for investment strategy 
and manager selection. Our CIO 
is charged with optimising Hiscox’s 
investment portfolio in line with its 

policies and targets. Our approach 
to investment is detailed in the Group 
investments section of our 2018 
Report and Accounts (pages 26-27). 
The priority for the investment portfolio 
is always to provide liquidity to pay 
claims and capital to support the 
business, and a conservative stance 
ensures that we remain in a good 
position to fulfil both roles.
The secondary objective is to maximise 
our investment result in the prevailing 
market conditions subject to a prudent 
risk appetite. Hiscox outsources the 
management of the Group’s investment 
assets to a range of specialist third-
party fund management experts and 
investment managers, who deal with 
securities and stock selection on 
a day-to-day basis and manage 
the investment risks on our behalf. 
However, the investment team retain 
the primary fiduciary duty to protect 
and enhance the value of our assets. 
This includes protecting against 
the investment risks resulting from 
climate change.
Along with much of the insurance 
industry, we are still developing our 
approach to including climate change 
in our investment decisions, however 
when developing our investment 
strategy, we consider the possible 
impacts of climate change on:

 D  the economy through changes 
in the availability of the factors 
of production and by changing the 
efficiency with which factors are 
combined to produce goods and 
services (i.e. factor productivity), 
leading to capital market volatility;
 D human illness and mortality rates;
 D  Industrial emission and energy 
supply, through mitigation efforts;
 D  relative prices of goods and 
services, increasing prices 
of food and energy respectively;
 D migration and trade patterns;
 D  trends in sectoral flow of funds, 

interest rates and credit spreads;
 D  global political stresses, 
potentially igniting trade 
protectionism, ‘land grabs’, 
pogroms and wars.

Our investment team directs its 
third-party managers to evaluate all 
risks that are pertinent to the return 
and risk of its assets. There are a 
multitude of risks that could affect 
our investments, and climate change 
affects a number of these directly or 
indirectly. Its effects are included within 
the risks that our investment managers 
are expected to review and manage.
The team keeps abreast of 
developments within the investment 
industry regarding the impact of climate 
change and broader ESG factors. 
The team has analysed specialist 
environmentally and ethically-focussed 
funds to assess their various approaches 
to ESG issues. This research continues 
to show there are wide differences 
in approach to this complex issue, both 
in the investment areas identified as 
unsuitable for such investments and 
in the approach taken. Some funds 
advocate exclusion and divestment 
of specific sectors and other funds 
support an approach of engagement 
leading to positive change.
Combining the expertise of the overall 
investment team with the input of our 
fund managers ensures we make 
decisions on investments and related 
climate risks in a pragmatic, practical 
and useful way.
As good business practice, Hiscox 
expects its asset managers to invest 
in companies that have sound 
ESG practices.

https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
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Organisations that understand and 
successfully manage material ESG 
factors and associated risks and 
opportunities tend to create more 
resilient, higher-quality businesses 
and assets, and are therefore better 
positioned to deliver sustainable value 
over the long term. Those companies 
that do not have such controls are 
considered less suitable for investment. 
Much research has been done to show 
that those companies that excel in 
ESG metrics will outperform those  
that have poor ESG metrics.
The majority of Hiscox’s investments 
are in short-dated bonds (73% at the 
end of 2018) with a smaller proportion 
in cash (20.6%), and the smallest in 
equity type funds (risk assets 6.4%). 
As far as bond funds are concerned, 
there is little impact that Hiscox can 
have through its short-dated bond 
funds by targeting climate change 
issues in the context of its overarching 
objective of sound investment returns 
for Hiscox shareholders. Where bonds 
are issued by companies, Hiscox is one 
of many investors and bond holders 
do not generally have a vote.
Where bonds are issued by governments, 
it is not clear what impact Hiscox can 
have on ESG considerations beyond 
supporting general government policy 
in this area. On the risk asset side, 
Hiscox invests in equities through 
commingled funds, which do have 
the ability to steer companies. When 
selecting funds, ESG factors are 
considered as part of the research 
process – fund management companies’ 
ESG policies are scrutinised alongside 
more traditional risk and return factors.
We see the impact of climate change 
through our insurance business and 
have significant expertise in this area. 
On the asset side, we choose to invest 
assets to support our ability to underwrite 
risks, including risks associated with 
climate change, to the best of our ability 

and generate strong returns for 
our shareholders.
This does not mean a blanket ban 
on investing in climate-impacting 
companies or a positive bias to 
investing in low carbon technologies. 
It does mean an intelligent strategy, 
taking into account risks including 
climate change, to make smart 
investment decisions as climate change 
has more of an impact on the world 
economy. Hiscox therefore maintains 
a robust balance sheet to support 
individuals, companies and institutions 
when they are most in need.
2019 review of our investment 
managers and portfolios
We review our investment managers 
and portfolios each year, including 
periodic assessment of their ESG 
policies. In 2019, the Hiscox investment 
team evaluated the ESG reports of its 
fund managers in order to assess their 
performance. This consisted of reviews 
of ESG policies and other statements 
or documents produced by the managers 
regarding climate and impact 
related matters.
All of the investment managers used 
have had a strong focus on good 
governance in the companies in which 
they invest. This has been part of their 
investment processes for many years, 
meaning the ‘G’ in ESG has been a 
long-term theme of our investments. 
In recent years, more managers have 
been building up their approach to add 
research of the environmental and 
social aspects of ESG investing. Most 
managers have now embedded ESG 
factors into their everyday research and 
risk processes, seeing ESG factors 
as both return enhancing and risk 
reducing. As an example, one manager 
that formerly had only modest inclusion 
of ESG factors within its investment 
process has recently created a specific 
ESG role within their team, taking one 
of the analysts and making their role 

full-time on ESG matters affecting 
the portfolios.
Most of our investment managers are 
signed up to the United Nations (UN) 
Principles for Responsible Investment 
(PRI). Where managers have not signed 
up, this is not because they do not agree 
with, or practice the principles, but 
because they lack the reporting 
infrastructure to ensure they could 
meet the reporting requirements to 
demonstrate that they comply. This 
provides comfort that managers are 
generally aligned to the UN PRI even 
where they have chosen not to 
formally adopt it.
None of our investment managers 
currently has a policy of exclusion or 
divestment. For the moment, this is 
a position Hiscox supports. While 
certain industries are clearly exposed 
to climate and long-term investment 
risks, individual company exposures 
are not clearly defined and are not 
static. In addition, the ability of 
managers to engage with companies 
can change behaviour to minimise 
both climate and investment risks.

We review our investment 
managers and portfolios 
each year, including 
periodic assessment 
of their ESG policies.
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Industry collaboration 
Industry co-operation is an essential part of our business. Where this relates 
to investments, we have worked with, are members of, or refer to:

Board oversight of our investments

Divisional Investment Group

Hiscox Investment Group

Investment Committee

Ltd Board Executive Committee

In 2018, we made our first investments 
in commodity trade finance (CTF). This 
is an area where sustainability is key to 
the ongoing success of the investment 
given the focus is mainly on agricultural 
commodities. It is an area where 
investment can be directed to have 
positive impacts on the environment 
and local communities. Our investment 
managers in CTF have a strong ESG 
focus and produce impact reporting.
2019 investment strategy review
In 2019, the investment team completed 
their fourth review of our investment 
approach, decisions and guidance, 
on track with their planned three-year 
cycle. The next review is scheduled 
for 2022 with interim reviews to be 
conducted if there is a major new 
development that may warrant a change 
to our investment strategy, which 
would be recommended to the Board. 
Following the most recent assessment 
of climate change risk effects on Hiscox 
investments, we recognise that:

 D  as a relatively small participant 
in the wider investment markets, 
we have limited influence on our 
fund management companies, 
managers or on companies in 
which we invest;
 D  the area of environmental 
investment is complex and 
multi-layered;
 D  our investment approach is based 
on short- to medium-term 
investments and, as such, these 
have a low direct correlation 
with the longer-term issues 
of climate change risk;
 D  the majority of the investment 
managers we use are organisations 
that are signatories to the UN PRI.

As a result our investment approach 
has been defined for the 2019-22 
period that depends on:

 D  working with the highest-rated 
expert fund management 
companies, with a reliance on their 

selection criteria on the basis that 
their excellence will encompass 
their ESG performance;
 D  investment predominantly in 
highly-rated bonds on the basis 
that these will show good 
ESG performance;
 D  an increase in focus on ESG 
performance by Hiscox;
 D  no specifically-defined restrictions 
currently set by Hiscox, with the 
exception of excluding investment 
in the nuclear sector.

We will be considering whether all 
our asset managers in future should 
be signed-up to the UN PRI in our next 
review, and what affect that would have. 
Investment partners are selected based 
on performance, process, people and 
reputation. We expect transparency, 
sustainable business practices and 
good governance in the companies 
that manage our assets, as described 
on page 11.
Board oversight of our investments
While professional investment partners 
manage the day-to-day investment 
risks on Hiscox’s behalf, our in-house 
investment team maintains a strategic 
view of investment risk. Any significant 

findings are raised to the Investment 
Committee of the Board. This 
committee has responsibility for 
oversight of the Group’s investments 
and comprises Board members, 
including the Chief Executive and Chief 
Financial Officer. When appropriate, 
it will consider the findings of other 
Board committees and incorporate 
these into future investment strategy. 
More information on the Board and 
committee structure can be found 
in section 1.1.
Any significant risks are fed into 
the risk management process via the 
central risk team. Risks are added 
to the risk and control register and 
assessed alongside other business 
risks. See section 1.1 and 1.2 for more 
details of our risk management process. 
One example of an investment risk 
related to climate change that is 
monitored is the creation of ‘stranded 
assets’, i.e. the value of investments 
will drop if they are within sectors that 
will suffer as a result of climate change 
or adaptation to climate change. This 
could be the oil and coal industries, 
which may be replaced with renewable 
energy over time.
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Our approach to staff pension funds
Hiscox has two pension arrangements 
– a closed final salary scheme and 
a group personal pension plan. Under 
the former, trustees are responsible 
for investment decisions and under the 
latter, it falls to individual members.
The pension trustees believe that good 
stewardship and ESG issues may have 
a material impact on investment risk 
and return outcomes, and that good 
stewardship can create and preserve 
value for companies and markets as 
a whole. The trustees also recognise 
that long-term sustainability issues, 
particularly climate change, present 
risks and opportunities that increasingly 
may require explicit consideration.
The trustees have given appointed 
investment managers full discretion 
in evaluating ESG factors, including 
climate change considerations, 
and exercising voting rights and 
stewardship obligations attached to  
he investments, in accordance with 
their own corporate governance policies 
and current best practice, including the 
UK Corporate Governance Code and 
UK Stewardship Code. The trustees 
consider how ESG, climate change 
and stewardship is integrated within 
investment processes in appointing new 
investment managers and monitoring 
existing investment managers. The 
trustees meet with each manager on 
an annual basis and also annually ask 
the managers to provide a written 
report on their approach to ESG issues.
Members of the Group personal pension 
plan have access to an ethical UK 
equity fund. The fund is managed by 
BMO and invests only in assets which 
meet the funds pre-defined ethical 
screening criteria. Information about 
this fund is readily available to staff 
in the scheme booklet and online. 
If employees wish to consider changing 
their pension investment arrangements, 
tools are available online to help guide 

their choices. Reference to the 
availability of an ethical fund is also 
made during staff pension presentations 
which take place at least once a year.

2.2 Measure and disclose the 
implications of climate-related issues 
for business performance (including 
investments) and key stakeholders

2.3 Incorporate the material outcomes 
of climate risk scenarios into business 
(and investment) decision-making

As a (re)insurer with exposure to losses 
arising from climate-related natural 
catastrophes, it is imperative that we 
consider these implications for our 
business. In 2018, for example, we paid 
out a total of $1.2 billion in claims, which 
included reserving $165 million for 
claims arising from Hurricanes Florence 
and Michael in the USA, Typhoons 
Jebi and Trami in the Far East, and 
wildfires in California.
A key consideration for our business 
is to identify potentially catastrophic 
and systemic insurance losses from 
damage caused by a range of 
catastrophes, including natural events 
such as hurricanes and earthquakes, 
which could be significant enough 
to be considered principal risks to 
the business. It is why we publish our 
expectations for specific modelled 
losses twice a year during our half-year 
and full-year results presentations to 
the market (see page 14). These are 
presented to analysts and investors 
and made available to customers and 
other interested parties via our website. 
Some of our most significant future 
disaster scenarios are based on natural 
catastrophe events.
We also measure the impacts of our 
business operations and regularly 
disclose them – either ourselves or 
through ESG questionnaires and proxy 
reports. More information on this can 
be found in section 6.1.

With every natural catastrophe event 
that occurs, we learn more about the 
climate-related risks that our business 
is exposed to. Work is undertaken by 
our strategy, catastrophe modelling 
and underwriting teams to refine our 
modelling and underwriting approach 
as appropriate, and example(s) of this 
are outlined further in section 2.1.
In addition, every two years one 
of our UK regulators, the Prudential 
Regulation Authority (PRA), conducts 
a general insurance market stress test 
which we participate in alongside many 
of our peers. We will again participate 
in 2019, when the stress test will, for 
the first time, include a climate change 
element. The learnings from this 
event will go back into the business 
and further boost our climate 
risk preparedness.

In 2018 we paid out a total 
of $1.2 billion in claims, 
which included reserving 
$165 million for claims 
arising from hurricanes 
in the USA, typhoons in 
the Far East, and wildfires 
in California.

Our ambitions for 2019-20

To further review the ESG policies 
of our investment managers.
To develop a responsible 
investment policy.
To participate in the PRA 2019 stress 
test which includes a climate change 
element, integrating learnings from 
the stress test back into the business, 
and to continue to refine our own 
in-house developed stress and 
scenario testing.
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Realistic disaster scenarios, Hiscox Ltd 
The table below presents selected realistic disaster scenarios based on our book of business in force at 1 January 2019 and 
industry data. Given the nature of the risks underwritten, the loss estimates may be materially different from those that arise 
depending on the size and nature of the event. 

 
Gross loss 

$m

 
Net loss 

$m

Gross loss 
as a % of 

total equity

Net loss  
as a % of 

total equity

Net loss as a % 
of insurance 
industry loss

Industry 
loss size 

$bn

Return
period
years 

Japanese earthquake 963 154 41.6 6.7 0.3 50 240
Japanese windstorm 485 101 20.9 4.4 0.7 15 100
Gulf of Mexico windstorm 1,757 184 75.8 7.9 0.2 107 80
Florida windstorm 1,340 224 57.9 9.7 0.2 125 100
European windstorm 586 86 25.3 3.7 0.3 30 200
San Francisco earthquake 1,340 207 57.8 8.9 0.4 50 110
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This chart shows a modelled range of net loss the Group might expect from any one catastrophe event.  
The white line between the bars depicts the modelled mean loss.

The return period is the frequency at which an industry insured loss of a certain amount or greater is likely to occur.  
For example, an event with a return period of 20 years would be expected to occur on average five times in 100 years.

JP EQ – Japanese earthquake, US EQ – United States earthquake, EU WS – European windstorm, US WS – United States windstorm, JP WS – Japanese windstorm

Boxplot and whisker diagram of Hiscox Ltd net loss ($m) for certain modelled losses 
January 2019
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Our purpose-built office in York is home to our very own rooftop apiary. We have two colonies, 
which means we have up to 60,000 bees in the height of summer. They are looked after 
by some of our York employees – our resident beekeepers – all of whom have been trained
by a local expert. In their first year, the bees produced 6lbs (or 32 jars) of honey, which were 
shared out amongst the beekeepers, used as raffle prizes for staff competitions, and served  
in our staff café. 2019 is the third year of our beekeeping endeavours and we are really proud 
of the environmental and social benefits they bring.



Lead in the identification, understanding 
and management of climate risk

Principle 3
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Hiscox underwrites physical exposures susceptible to natural 
perils, which means it is crucial we understand as much 
as possible about climate risks and integrate consideration 
of these risks across our business activities.

Hiscox has a strong culture of 
successfully using climate risk 
modelling to aid our assessment of 
current and future risks, and as a key 
contributor to our business strategy. 
We conduct our own internal research, 
and support external research, on 
climate, weather and catastrophe 
patters, and more information on 
this can be found in sections 3.1 and 
5.2. These findings are shared both 
internally and through our long-
standing collaborations with other 
organisations, and incorporated into 
our business activities – with a large 
part of our pricing, capital, reserving 
and reinsurance models being 
underpinned by our catastrophe 
research and modelling activities, in 
addition to customer and claims data.

In our environmental policy we commit 
that ‘we will invest in research to better 
understand the risks associated with 
climate change and changing weather 
patterns and incorporating the results 
into our insurance products and 
services’. Examples of climate-related 
events which generate potential risks 
for our business include:

 D  a potential decrease in the number 
of hurricanes but an increase 
in the frequency of severe 
hurricanes, due to an increase 
in sea temperatures;
 D the changing nature of flood risk;
 D  an increase in wildfire frequency 
and size;
 D  potential changes to the path 
of European winter storms;
 D severe convective storms.

Catastrophe risk models produce 
results by calculating the hazard (using 
factors such as wind speed, ground 
motion or water depth), defining the 

3.1 Ensure processes for identifying, 
assessing and managing climate-related 
risk and opportunities are integrated 
within the organisation

portfolio of assets involved (building 
types, value and contents), calculating 
the damage (to buildings, contents, 
business continuity, etc.), applying 
financial structures (deductibles, 
reinsurance layers) and finally estimating 
the loss (to insurers and reinsurers).
In order to identify and manage 
business risks, we have developed 
a risk management framework, which 
we regularly review and refine in light 
of the changing risk environment 
and evolving best practice on risk 
management. Our risk management 
framework is designed to oversee 
a culture of innovative and prudent 
underwriting. More information on 
our risk management structure and 
processes can be found in sections 
1.1 and 1.2.
In addition, natural catastrophe risk 
is reviewed at least quarterly by the 
Natural Catastrophe Exposure 
Management Group, which is led by 
the Director of Underwriting Risk and 
Reinsurance and comprises senior 
representatives of the catastrophe 
modelling team, members from each 
business area, the risk team, and the 
Chief Underwriting Officers from across 
the Group. 
This group looks in detail at the latest 
information on natural catastrophes 
(e.g. hurricanes, earthquakes) and 
recommends which model to use for 
which phenomenon (and how each 
model should be adapted to bring it 
closer to real-world conditions). They 
also identify new areas of risk research, 
and while we accept that all theoretical 
research outcomes and models of 
climate-related risks may have flaws, 
we aim to minimise these effects 
through good management. All 
changes to modelling policy and all of 
our research prioritisations and results 
are signed off and authorised by this 
group, decisions are recorded, and 
models are adapted to reflect policy

Their work not only enables us to 
continuously refine our models (using 
data to make better decisions); it also 
supports future product development. 
For example, we have calibrated and 
delivered a loss model that will improve 
our pricing capabilities for FloodPlus. 
We are also working with data providers 
to augment FloodPlus with first floor 
elevation data and are exploring the 
use of machine learning to augment 
the information we receive from vendor 
flood hazard maps, though both 
activities are still at early stages and 
work on them will continue in 2019-20.
2018 natural catastrophe activity
Natural catastrophe activity in 2018 
included Hurricanes Florence and 
Michael in the USA, Typhoons Jebi 
and Trami in the Far East, and historical 
wildfires in California. We reserved 
$165 million for claims arising from 
these events in order to help our 
customers recover.
Each new event provides us with 
a valuable new data point with which 
we have updated the Hiscox view of 
risk (HVOR). Ongoing enhancement 
of the HVOR, and the natural evolution 
of our modelling approach, is necessary 
if we are to not only maintain but also 
improve underwriting performance 
within our natural catastrophe 
exposed business.
For example, we have updated the 
HVOR to adapt to claims volumes 
surrounding 2017’s Hurricane Irma 
in particular, taking into account new 
legislation in Florida to improve flood 
hazard identification in Federal 
Emergency Management Agency 
(FEMA) maps. This will allow Floridians, 
and others who utilise the National 
Flood Insurance Program (NFIP), 
to have the most accurate data for 
flood hazard identification.
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Tailoring the Hiscox approach to risk
The activity of the Natural Catastrophe 
Exposure Management Group (see 
previous page) enables us to develop 
the HVOR. This is constructed through 
a complex combination of the results 
of our own research, comparison with 
actual loss data, multiple factor analysis, 
use of multiple vendor modelling 
systems, incorporation of conservatism 
in areas where we believe the models 
could be deficient and adjustments 
to take account of new scientific 
understanding and new regulatory 
requirements, with the aim of generating 
an optimal model of real-world risk.
The HVOR defines the most significant 
climate change-related risks and 
attempts to account for the latest 
scientific understanding related to the 
changing climate. The priorities for 
study in 2018-19 were (and continue 
to be) flood, wildfire and hurricane wind 
risk. The Hiscox governance process 
ensures that underwriter decisions 
are checked for compliance with our 
latest policy. Real-world claims data is 
monitored, and results fed back into the 
system to close the loop and continue 
to improve accuracy.
How we use risk models
Hiscox licenses a number of different 
natural catastrophe risk models across 
the globe for a variety of peril regions. 
We take the philosophy that the out-of-
the-box models are only a starting point 
for modelling the risk.
A significant proportion of the research 
relates to trying to understand 
deficiencies in the models, and figuring 
out how to adjust the models to improve 
them. This procedure is followed for all 
out-of-the-box models, and the resource 
applied to this process matches the 
materiality of the model from a business 
point of view. We also blend alternative 
models together, using factors 
reflecting our overall judgements of 
the adjusted model quality.

Using results to inform levels of pricing, 
capital and reserves
The composite result of all this research 
into climate-related risks, as expressed 
in the HVOR, sends a direct signal to 
our underwriters about Hiscox 
insurance pricing. As the adaptations 
agreed by the Natural Catastrophe 
Exposure Management Group are used 
to update the actual models that the 
underwriters use, so pricing guidance 
changes in order to inform their work 
and becomes an important factor in 
their decisions on what insurance they 
can offer, and at what price.
Most recently this has included our 
work on the view of risk for US hurricane 
– driven by 2017’s Hurricane Irma 
specifically – and the HVOR we have 
developed for US wildfire, which is 
based on careful analysis of available 
vendor models.
Reserving risk
We make financial provisions for unpaid 
claims, defence costs and related 
expenses to cover liabilities both from 
reported claims and from ‘incurred 
but not reported’ (IBNR) claims. 
If insufficient reserves were put aside 
to cover our exposures, this could 
affect the Group’s future earnings and 
capital. When underwriting risks, we 
estimate both the likelihood of claims 
occurring and their cost. Our actual 
claims experience could exceed our 
expectations, requiring us to increase 
our levels of reserves held.
The provisions we make to pay claims 
reflect our own experience and the 
industry’s view of similar business. 
They are also influenced by loss 
payments, pending levels of unpaid 
claims, historic trends in reserving 
patterns and potential changes in rates 
arising from market or economic 
conditions. Provisions are set above 
the actuarial best estimate to reduce 
the risk that actual claims may exceed 
the amount we have set aside.

Our provision estimates are subject 
to rigorous controls and review by all 
areas of the business, as well as by 
independent actuaries. The relevant 
Boards approve the amount of the final 
provision, on the recommendation 
of dedicated reserving committees.
We exercise prudence when it comes 
to claims reserving because, as with 
many matters in insurance, uncertainties 
remain. This approach is evident in our 
2018 reserve releases of $326 million 
(2017: $324 million) from prior years. 
This figure included favourable 
experience on the $225 million we 
reserved for losses arising from 
Hurricanes Harvey, Irma and Maria 
at the end of 2017, and demonstrates 
the positive effects of our past 
management of risks.
Capital management
Hiscox analyses current levels of risk 
across the portfolio, compares this 
to our tightly defined appetite for risk 
and manages the risk through a 
combination of reinsurance purchase 
or by holding an appropriate amount 
of capital. The Board monitors the 
capital strength of the Group and 
ensures its insurance carriers are 
suitably capitalised for regulatory and 
ratings purposes, taking into account 
future needs including growth where 
opportunities arise.
The Group monitors its capital 
requirements based on both external 
risk measures, set by regulators and 
the rating agencies, and its own internal 
guidelines of risk appetite and compares 
this with available capital. We held 
$2.46 billion available capital at 31 
December 2018.
As the ability of the Group to attract 
business, particularly reinsurance, 
is dependent upon the maintenance 
of appropriate financial strength ratings 
from the leading rating agencies 
(including A.M. Best, S&P and Fitch) 
and as each of these measures capital
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Projected capital requirement

0.0

0.5

1.0

1.5

2.0

2.5

3.0

0.0

0.5

1.0

1.5

2.0

2.5

3.0

A.M. Best S&P Fitch Hiscox 
integrated 
capital 
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(economic)

$2.46 billion available capital

RegulatoryEconomic

$2.38 billion available capital (post-final dividend)

Hiscox 
integrated 
capital 
model 
(regulatory)

Bermuda 
enhanced 
solvency 
capital 
requirement

Rating agency assessments shown are internal Hiscox assessments of the agency capital requirements 
on the basis of year end 2018 results. Hiscox uses the internally developed Hiscox integrated capital 
model to assess its own capital needs on both a trading (economic) and purely regulatory basis. All 
capital requirements have been normalised with respect to variations in the allowable capital in each 
assessment for comparison to a consistent available capital figure. The available capital figure 
comprises net tangible assets and subordinated debt.

 Estimated BSCR post new formula adequacy, good capital management 
is essential.
Our calculation of required capital 
includes an assessment of catastrophe 
risk and, as the largest driver of our 
capital is underwriting risk, the 
accuracy of our models is critical. 
Ongoing research into the risks linked 
to climate change posed by flooding 
and hurricanes feeds back into these 
models, which influence capital 
management decisions.
Also, as a Bermudian-registered holding 
company, the Bermuda Monetary 
Authority (BMA) regulator requires the 
Group to monitor its Group solvency 
capital and determine the minimum 
capital required to remain solvent 
throughout the year. We are required 
to publish a Financial Condition Report 
(FCR), which sets out details of the 
measures governing the business 
operations, corporate governance 
framework, solvency and financial 
performance of the Group. The FCR 
is also intended to provide additional 
information about the Group’s business 
model, enabling the public to make an 
informed assessment on whether the 
business is run in a prudent manner.
More information on our approach 
to risk management, pricing, capital 
and reserving can be found in the risk 
management section of our 2018 
Report and Accounts (pages 42-51, 
with a particular focus on pricing 
on page 46, capital on pages 22-23 
and reserving on page 48).
Encouraging and/or insuring new 
technologies for tackling climate 
change and environmental issues
We are keen to support innovations 
that may be beneficial to our customers. 
For example, in the UK we work with 
HomeServe to offer LeakBot to our 
domestic customers.
LeakBot is an internet-enabled product 
which uses minute temperate changes

https://www.hiscoxgroup.com/sites/group/files/documents/2019-05/19987%20-%20Financial%20Condition%20Report%202018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
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As part of our ambition to 
reduce the climate impact 
of claims settlement, we 
work with AnyJunk in 
the UK to take away the 
waste arising from claims.

in pipework to monitor the water flow in 
a homeowners’ clean water system and 
alerts them through an app, by SMS 
and email if there is even a small leak. 
It helps them to quickly respond and 
work through common causes, so they 
can either take swift action themselves 
or get help from a dedicated team of 
plumbing engineers who can use the 
data to pinpoint the issue. Together 
these actions can reduce the cost of 
damage from leaks and also provide 
customers with useful information on 
their water usage in the home. We have 
1,000 customers benefiting from 
LeakBot so far, and plan to roll it out 
more widely to all of our UK buildings 
insurance policyholders from 2019/20.
Together these actions can reduce 
the cost of damage from leaks, and 
may even avoid any damage at all; 
reducing the risks associated with 
domestic plumbing.
In addition, and as part of our ambition 
to reduce the climate impact of claims 
settlement, we work with AnyJunk in 
the UK to take away the waste arising 
from claims. AnyJunk uses smart 
technology to partner with local waste 
collection companies to provide a low 
carbon footprint and environmentally 
responsible clearance service for 
bulky waste.
Their digital platform operating model 
means collections are undertaken by 
very local teams to minimise miles per 
job and maximise efficient use of 
resource. Their approach also means 
that on average 94% of the waste they 
collect avoids going to landfill. Other 
examples can be found in section 6.2.
Closing the insurance gap
Since 2016 we have done a lot of work 
on US flood and this focus continued 
in 2018-19. FloodPlus is a specific flood 
product that Hiscox launched in 2016 
for US homeowners and we expanded 
our offering with FloodPlus Commercial 
for small commercial businesses in 2018. 

FloodPlus has been well received since 
its launch, showing a clear need in the US 
market for broader, more competitively 
priced coverage than the NFIP 
while offering an easier purchasing 
mechanism and better claims process.
In addition we have formed a flood 
consortium which helps ensure the 
long-term sustainability of our private 
flood products, and have also 
established the capability to offer 
FloodPlus as an endorsement to a 
Lloyd’s underwritten homeowner’s 
policy in the US, which should again 
make it easier and more cost effective 
for customers to access flood cover.
We will continue to review and refine 
our approach to US flood and may 
develop more products in time. 
Promotion of our flood products will 
also remain a focus and in 2019/20 
we plan to host an innovative virtual 
reality event to raise awareness of the 
flood risk at WSIA, which is a key US 
insurance industry event. More 
information on our flood products 
can be found in section 6.2.
We are also proud of our participation 
in the Caribbean Catastrophe Risk 
Insurance Facility (CCRIF) which was 
designed as a regional catastrophe 
fund for Caribbean governments, to 
limit the financial impact of devastating 
hurricanes and earthquakes by quickly 
providing financial liquidity when 
a policy is triggered. By supporting 
the CCRIF, Hiscox is contributing to 
help developing countries close the 
insurance gap.
The most important part of the scheme 
is that losses are paid quickly after 
the disasters happen, which is when 
governments need the funds the most.
Through our reinsurance business 
we offer protection to farmers around 
the globe, by partnering with local 
insurers, governments and reinsurers to 
provide indemnity for damage to their 

crops resulting from climate-related 
perils. In Hiscox London Market, 
the energy underwriting team has 
committed capacity to a number of 
projects focused on renewable energy 
generation, including cutting-edge 
onshore and offshore wind, and 
solar power.

3.2 Support and undertake research 
and development to inform current 
business strategies on adapting and 
mitigating climate-related issues
We support and undertake a range of 
research and development work to help 
inform our current business strategies 
when it comes to climate change.
In section 2, we outline how we do 
this from an investment perspective.
In section 3.1, there are examples 
of how we use each new natural 
catastrophe event to evolve our current 
thinking of climate-related risks to 
our business.
In section 5.2, you can find more 
information on how we work with 
external partners – including but not 
limited to the LightHill Research 
Network – to further our understanding 
of climate-related issues.

Our ambitions for 2019/20

Build on our existing LeakBot partnership 
by providing the device to all of our UK 
buildings insurance policyholders.
To host a virtual reality event at WSIA 
(a key US insurance industry event) 
as part of our work to raise awareness 
of the US flood risk.
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We aim to identify and minimise the environmental impacts 
of both our business activities, and our ownership and 
occupation of office premises. This means working hard 
to manage the amount of waste our activities produce, 
and the amount of resources we consume.

Having the support and commitment 
of our stakeholders in our environment 
ambitions, including our employees, 
contractors, suppliers, investors and 
customers, as we look to deliver 
year-on-year improvement in the 
environmental performance of our 
business operations, is important to 
us being able to realise our ambitions.
We strive to ensure our supply 
chain adheres to best practice for 
sustainability and social responsibility, 
partnering with suppliers and service 
providers which reflect our own values. 
For major tenders, potential vendors/
suppliers are asked to demonstrate 
accreditations to ISO standards 
including quality, environment and 
information security. Vendors/suppliers 
are also asked to respond to a selection 
of ethical, social, health and safety 
and data protection questions as 
appropriate to the services being 
tendered. Our Group procurement and 
vendor management function provides 
context and support for best practice 
procurement across the Group including 
on contract renewals and tenders, 
instilling more structure and consistency 
in our supplier-related activities, and 
ensuring appropriate supplier selection. 
Suppliers are scored on their ‘fit’ to 
Hiscox values and alignment with our 
own policies which, by extension, 
should have a positive influence on the 
activities and climate change impacts 
of our supply chain by reducing 
emissions and waste.
In addition, we make several 
commitments relating to our relationship 
with our suppliers in our environmental 
policy (see page 6 on policies). These 
include, but are not limited to:

 D minimising our climate change 

4.1 Encourage our suppliers to improve 
the environmental sustainability of their 
products and services, and understand 
the implications these have on 
our business

  impacts by purchasing, where 
possible and appropriate, 
energy from renewable sources;
 D  sourcing, wherever possible, 
consumables from 
sustainable sources;
 D  operating a programme to 
replace air conditioning gases 
with environmentally 
preferable alternatives; 
 D  favouring, where appropriate, 
the purchase and use of energy 
efficient office equipment and 
communications systems;
 D  involving others in the 
development of our environmental 
strategy, for example we expect 
our asset managers to invest 
in companies that have sound 
environmental, social and 
governance practices.

Over time our premises service 
providers have been issued with an 
electronic copy of our environmental 
policy and permits to work at Hiscox 
offices are now submitted electronically 
and agreed over email. In addition, we 
encourage all our suppliers to invoice 
us electronically, and the accounts 
payable department are in the process 
of going completely paper-free. We 
will no longer keep any hard copies 
of invoices but instead all invoices 
will be scanned and saved in a secure 
folder. This echoes our approach with 
employees, who we encourage to book 
travel online to reduce the printing of 
tickets and boarding passes, and who 
(in most parts of our business) now 
submit expenses through an online 
system online only, to again reduce 
the need for printing.

4.2 Scope 1 and Scope 2 GHG 
emissions and Scope 3 
GHG emissions disclosures
We measure our CO2 emissions globally 
each year and for a number of years 
we have worked with Carbon Footprint 
Limited, a family-run business which 

independently verifies our carbon 
emissions and helps to focus our efforts 
on the biggest opportunities to reduce 
our carbon impact. That work continued 
in 2018 and 2019.
Hiscox has collected CO2e data for 
UK sites since 2010 and for all of our 
global operations since 2013. Our total 
global carbon footprint for all scopes  
in 2018 was 9,198 tonnes CO2e, 
compared with 7,269 in 2014. This is 
a 21% increase in absolute emissions 
since 2014, predominantly as a result 
of business growth, but is aligned with 
our longer-term targets. This is a 21% 
increase in absolute emissions since 
2014, predominantly as a result of 
business growth, but is aligned with 
our longer-term targets.
Our global Scope 1 and 2 tonnes 
CO2e per FTE decreased from 1.20 
in 2014 to 0.76 in 2018, a decrease 
of 36% against the baseline year. 
The global tonnes CO2e per FTE 
for all scopes decreased from 3.68 
in 2014 to 2.98 in 2018, however travel 
remains the biggest contributor to 
our carbon emissions.
We remain on-track to meet our 2020 
emissions reduction targets. These 
were to deliver a 20% reduction of 
Scope 1 and 2 CO2e per FTE by 2020 
against a 2014 baseline, and a 15% 
reduction of Scope 1, 2 and 3 CO2e per 
FTE by 2020 against a 2014 baseline. 
In 2019 we will be setting new emissions 
targets from 2020 onwards and our 
ambition is that these are aligned to 
the Science Based Target Initiative.
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Global emissions

 
2015

 
2016 

 
2017 

 
2018 

Scope 1 – company car use, on-site gas 
combustion and refrigerant loss 590 612 742 750
Scope 2 – purchased electricity 2,113 2,175 1,889 1,582
Total (scope 1 and 2) 2,703 2,787 2,631 2,332
Tonnes CO2e per FTE (Scope 1 and 2) 1.20 1.14 0.97 0.76
Scope 3 – air, rail and personal  
car business travel 4,538 4,596 5,151 6,865
Total (all scopes 1, 2 and 3) 7,241 7,383 7,782 9,198*

Tonnes CO2e per FTE (all scopes 1, 2 and 3) 3.22 3.02 2.88 2.98

*This figure represents our location-based total. Our market-based total for 2018 is 8,497 tCO2e.

Since 2008 we have used a third-party 
consultancy to assess, audit and 
compile data regarding our carbon 
footprint using nationally and 
internationally recognised standards:

 D  ISO 14064-3 greenhouse gases- 
part 3: specification with guidance 
for the validation and verification 
of greenhouse gas assertions;
 D  the WRI/WBCSB GHG protocol. 
This provides a three-scope 
reporting framework for Scope 1 
(direct GHG emissions from 
sources that are owned or 
controlled by the company emitted 
by the combustion of fuels and the 
release of fugitive or other GHG 
emissions), Scope 2 (indirect GHG 
emissions from energy imports 
and exports, e.g. electricity and 
steam) and Scope 3 (other indirect 
GHG emissions that are a 
consequence of the activities 
of the company but occur at 
sources owned or controlled by 
another entity);
 D  Defra 2013 corporate greenhouse 
gas reporting guidelines. The 
assessment follows the reporting 
principles and guidelines provided 
by Defra and covers the UK 
business operations of Hiscox, 
held online at the Greenhouse Gas 
Conversion Factor Repository.

In 2018-19, we again received a detailed 
management report at the end 
of the reporting period, incorporating 
additional regional analysis in order 
for offices to understand their own 
environmental performance better 
and providing advice on areas for 
further improvement.
We are fully compliant with UK 
government carbon reporting 
requirements for Scope 1 and 2 carbon 
emissions and the Energy Savings 
Opportunity Scheme (ESOS) reporting 
requirements. In 2019 we will complete 
the ESOS Phase 2 requirements

for our business, and work on this 
submission is already underway, 
with an audit of our York office 
already completed.
We remain a carbon neutral business, 
having previously chosen to offset our 
global carbon emissions through a 
reducing deforestation project in the 
Amazon Rainforest in Brazil twinned 
with a reforestation programme in 
Kenya’s Great Rift Valley. For 2019 
we have chosen to support Capricorn 
Ridge 4, a wind farm in Texas, USA in 
order to offset our 2018 emissions for 
the Group of 9,198 CO2e. More details 
on the project can be found here.

4.3 Measure and seek to reduce the 
environmental impacts of the internal 
operations and physical assets under 
our control
In addition to the carbon emissions that 
we measure (see section 4.2) we also 
assess and seek to reduce our water 
usage and waste. Our water data 
reduced from 13,613 m3 in 2017 to 
12,954 m3 in 2018. In terms of waste, 
we generated 117 tonnes in 2018 
compared with 95 tonnes in 2017 
and in 2018 37% of the waste we 
generated avoided going to landfill.
Facilities management is one of our 
critical supplier partnerships and 
in 2019 we changed our facilities 
management provider. As a result, 
we have agreed with our new 
supplier that:

 D  we will be switching 80% of 
Hiscox’s cleaning products to be 
chemical free, by utilising ionized 
water to clean workspaces. This 
will not only keep hazardous 
chemicals out of the environment, 
it is also proved to kill bacteria and 
viruses quicker and will reduce our 
single use plastic consumption;
 D  we will work with them to achieve 
100% landfill diversion by the end 
of 2019;

 D  we will provide smarter analytics 
for energy usage for building 
systems such as air conditioning, 
heating, electric and water usage. 
This will not only measure how 
efficient the estate is but also 
where opportunities lie, and will 
be achieved by close building 
metering, system integration, 
building asset optimisation and 
automation of processes.

One example of our supply chain work 
this year is with Wilson Vale, the caterer 
in our York staff restaurant, which 
works with us to promote a range 
of sustainable initiatives:

 D  in June 2018 we replaced plastic 
cutlery and straws to wood paper, 
which has already saved 13,500 
pieces of single use plastic;
 D  at the same time, we replaced 
plastic bottles with recyclable 
metal cans, which has already 
saved over 3,500 plastic bottles;
 D  we use sustainably sourced fish 
and seafood and under-utilised 
species to preserve fish biodiversity;
 D  all of the food waste from our 
York office goes to anaerobic 
digestion and gets recycled;
 D  we recycle all of the cooking oil 
used in our York office, and in 
2018 we recycled over 720 litres – 
enough fuel to drive from York 
to London and back nine times.

In London, we are also a member of 
the Clean City Awards Scheme (CCAS), 
which looks to raise the standard of 
environmental performance in the 
City of London and improve business’ 
approach to waste management. Their 
regular environmental best practice 
meetings are an opportunity to hear 
from waste management organisations 
and advisors, and provides a forum for 
members to exchange ideas on waste 
management, waste minimisation, 
re-use and recycling. 

https://www.vcsprojectdatabase.org/#/project_details/468. 
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Travel
Hiscox has a travel policy which 
discourages non-essential business 
travel and the use of alternatives where 
possible. However, as an international 
business, we engage in unavoidable 
travel, particularly as the regulatory 
environment of the insurance industry 
means that some business should be 
conducted in person. As we continue 
to succeed in reducing our emissions 
from other business activities, travel 
becomes more dominant in our 
emissions – accounting for 66% 
of our total global emissions.
We are committed to reducing the 
impact of travel and continue to make 
significant investments in alternatives 
to travel, including use of video 
conferencing and our internal 
communications platform, Hiscom. 
This work will continue in 2019-20.
Local efficiency initiatives
We continue to introduce local 
efficiency initiatives for energy and 
carbon saving across the business, 
which in 2018-19 included:

 D  introducing plants in a number of 
our offices that will help to purify 
the air within an enclosed space;
 D  the use of Uber green, which uses 
electric cars only;
 D  having smart lights that switch off 
when no movement is detected 
after a certain amount of time in 
a number of our offices;
 D  installation of window solar film 
in some of our European offices, 
which provides high level 
protection from harmful UV rays, 
reducing energy costs and 
greenhouse gas emissions by 
up to 30%;
 D  the use of renewable electricity 
supplies in our London, York and 
Colchester offices;
 D  a UK IT equipment recycling policy, 
where old or redundant equipment 
is given to a specialist recycling 

company for re-use. We started 
this initiative in February 2018 
and in the 12 months to February 
2019 we decommissioned and 
recycled 382 monitors, 135 PCs 
and 23 printers. In 2019 we are 
extending our work with our 
existing recycling provider in the 
UK to also cover our US 
operations. In Germany, we run 
a similar scheme, not only for our 
IT equipment but also for the 
furniture we no longer need. This 
year so far we have donated ten 
computers, which will be used 
in schools, as well as 13 desks,

  13 pedestals, four armchairs and 
one coffee table to a company that 
sells it on and shares the proceeds 
with a children’s charity. In addition 
we sell off our older but fully-
functioning iPads and iPhones 
to existing members of staff.

We are also moving to more energy 
efficient premises in London from 2021, 
and more information on this will be 
included in future climate reports.

4.4 Engage our employees on our 
commitment to address climate change, 
helping them to play their role in meeting 
this commitment in the workplace and 
encouraging them to make climate-
informed choices outside work
There are a number of ways in which 
we engage with our employees on 
climate-related matters.

 D  Our Group environmental policy 
makes a key commitment relating 
to our employees; encouraging 
awareness of environmental 
issues and individual responsibility 
amongst our employees and 
supporting them in completing 
appropriate environmental 
initiatives within their communities 
(see page 6).
 D  We share news internally with 
our employees around 

environmentally-aware initiatives, 
such as recycling and global 
emissions, and in 2019 we used 
World Environment Day to 
celebrate the good work in this 
area already happening around 
the Group.
 D  2018 saw the official launch of 
our Hiscox Gives charity initiatives, 
which supports charities chosen 
by employees and aims to raise 
awareness and encourage 
volunteering across the Group. 
Our team in London have 
responded well to a renewed focus 
on volunteering, and in 2018 our 
employees completed 462 
volunteering hours and raised over 
£46,000 for their chosen charities. 
We maintain a comprehensive 
programme of engagement across 
the Group, and more information 
on this is outlined on page 25.
 D  We continue to invest in and 
promote alternative ways of work. 
For example, in London, Hiscox 
has moved all our London-based 
claims team to a flexible office 
environment focussed on 
‘functional use’ with more efficient 
office utilisation, while other teams 
such as risk, compliance and 
internal audit have moved to hot 
desking to maximise use of our 
London-based desks. We continue 
significant investment in more 
energy efficient hardware and our 
adoption of cloud computing 
which is also more energy efficient 
and supports employees working 
from any location. These 
measures are having a positive 
impact on cost and carbon through 
lower utilities usage per full time 
equivalent (FTE) employee.
 D  ESG issues are also discussed 
in relation to the staff pension 
scheme during internal pension 
presentations. More information 
on our pension funds can be found 
on page 13.
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 D  As part of our induction process 
in the UK, individuals are required 
to complete six regulatory 
assignments on a range of issues 
including business ethics. More 
information on this is included in 
the responsibility section of our 
2018 Report and Accounts 
(pages 54-55).

Our employees contribute in many 
other ways to our business playing 
a positive role in society, and these 
are outlined in detail in our 2018 Report 
and Accounts (pages 52-57, with a 
particular focus on giving back to our 
community on pages 56-57). We 
support a range of initiatives local to 
our offices around the world, and some 
of these are long-standing 
partnerships. Examples include:

 D  Hiscox London Market 
commenced a multi-year 
partnership with the Dust Project 
in 2018, a charity which helps 
disadvantaged children in Sri 
Lanka by pairing building projects 
with child sponsorship. In our first 
year of support, the team raised 
over £64,000 and eight of our 
employees went to Sri Lanka to 
help build the first house for a 
disadvantaged family. We continue 
to support the charity and in 2019 
will be sending another team of 
employees to Sri Lanka to help 
build a school that the local 
community can benefit from 
for years to come.
 D  We have long-standing 
partnerships with a number of 
environmental groups in Bermuda, 
where we are headquartered.

For a number of years now, we have 
worked with: 

 D  Greenrock, a charity helping 
individuals and companies 
to make Bermuda socially, 
economically and environmentally 
more sustainable through 

education, advocacy, a green 
building forum and local projects; 
 D  Bermuda Environmental 
Sustainability Taskforce, which 
is engaging with the community 
to advocate for sustainable 
management and development 
of the physical, social and 
economic environments;
 D  Reef Watch, which is run by the 
Bermuda Zoological Society and 
for which Hiscox is lead sponsor, 
and which monitors the ecological 
condition of Bermuda’s coral 
reefs and fish stocks, actively 
managing the effects of many 
local and global impacts that can 
harm reef and fish health;
 D  Keep Bermuda Beautiful, a charity 
that works to eliminate litter 
on the island with the support 
of volunteers;
 D  Groundswell, whose work aims 
to empower the general public 
to positively influence, support 
and take part in solutions to 
environmental issues.

The Hiscox Foundation supports 
a number of these efforts. Funded 
by an annual contribution from the 
Group, it makes grants to social and 
humanitarian initiatives and contributes 
to the fundraising activities of Hiscox 
employees. In total, the Hiscox 
Foundation in the UK and USA donated 
over $480,000 during 2018.
In 2019-20 we plan to publish our first 
Group-wide impact report, celebrating 
the impact of these endeavours.

Our ambitions for 2019-20

To develop new carbon emission 
targets, aligned to the Science Based 
Target Initiative.
To produce an ESOS Phase II report, 
in line with the UK government’s 
reporting requirements.
To publish our first impact report to 
better illustrate the donations and 
volunteering work that is undertaken 
by our employees across the Group.

https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
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Among the charities that our London office chose to support in 2018 (and will continue to 
support in 2019/20) was The Felix Project, which aims to help sustainability by rescuing edible 
food waste and delivering it free to people suffering hunger and food poverty via charities and 
schools. For every £1 raised, The Felix Project was able to save £5 worth of nutritious food.
Tash Clementis, Central London Coordinator at The Felix Project, explained: “Hiscox has been  
a fantastic supporter of The Felix Project, helping us by both fundraising and volunteering. 
The team has so far given over 120 volunteering hours in 2019 and have collected and 
distributed enough food to create approximately 4,890 meals for charity. 
The Felix Project will rescue 2,000 tonnes of food this year – all of which would otherwise 
have been thrown away. Hiscox is helping Felix deliver this good food to good causes and 
reducing carbon emissions by ensuring the food is used and not wasted. The Felix Project’s 
Central London operation is run on 100% green energy, which means that Hiscox volunteers 
drive electric vans or alternatively deliver food on foot. This further supports The Felix Project’s 
sustainability mission and ensures that we deliver nutritious food in a carbon neutral way.”

Photo courtesy of The Felix Project 
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We work with policymakers and engage in public debate 
on climate change issues, both individually and as an active 
member of relevant industry bodies, particularly Lloyd’s, 
the ABI and ClimateWise. We collaborate with other bodies 
because we recognise that we cannot change policy alone, 
but will have more influence working with others.

5.1 Promote and actively engage in 
public debate on climate-related issues 
and the need for action, working with 
policy makers to help them develop and 
maintain an economy that is resilient 
to climate risk
There is growing regulatory awareness 
that climate-related risks pose a threat 
not only to the stability of individual 
insurance companies but also as a 
systemic shock to the market. We are 
seeing this from our UK and European 
regulators in particular, and are proactively 
responding to the increased focus by 
embedding climate risk management 
within existing Group-wide risk and 
governance, incorporating climate-
related issues into business strategy 
and reporting on material risks. We are 
developing tools and metrics to monitor 
exposure to this risk and explicitly 
considering physical, transitional and 
liability risks.
We are also actively engaging in the 
public debate on climate-related issues 
and the need for action in a variety of 
ways from a local, regional, national 
and international perspective. 
The Prudential Regulation Authority 
(PRA) consultation: Enhancing banks’ 
and insurers' approaches to managing 
the financial risks from climate change
In 2018 one of the key UK regulators 
for our industry, the PRA, issued a 
consultation paper outlining the primary 
financial risks relating to climate 
change and its proposal of how firms 
might adopt a more strategic approach 
to monitoring and mitigating these risks. 
We have been involved in a number of 
industry roundtables on climate change 
to present our views on the subject and, 
more specifically, one hosted by the 
Bank of England on the PRA’s proposals. 
We subsequently contributed to the 
ABI’s written response to the paper.
PRA action plan
Following on from the PRA’s consultation 
on how to enhance banks’ and insurers’ 

approaches to managing the financial 
risks from climate change, they became 
the first regulator in the world to publish 
supervisory expectations as to how 
banks and insurance companies 
develop an enhanced approach to 
managing the financial risks from 
climate change. They have said they 
intend to take a two-pronged approach 
to tackling climate change issues:

 D  bottom-up: supervisory 
expectations which will cover 
governance, risk management, 
scenario analysis and mandatory 
disclosure, as well as by 
establishing the UK Climate 
Financial Risk Forum (see right).
 D  top-down: scenario analysis, to 
consider including climate-related 
factors in a future Biennial 
Exploratory Scenario, and that 
there would be an explicit climate 
scenario in the regulator’s 2019 
general insurance stress test 
which we will be taking part in.

We welcome the PRA’s approach 
and recently attended the ABI’s 2019 
conference where we were able to 
contribute to plenary sessions on the 
impact of climate risk to prudential 
regulation. Following this, we will be 
working on an action plan to submit 
to the PRA later in the year to address 
their expectations, particularly with 
regard to Board strategy and ownership 
of climate risk management.
The Financial Conduct Authority 
(FCA) consultation: Climate change 
and green finance
In 2018, another of the key UK 
regulators for our industry, the FCA, 
issued a consultation paper to further 
their understanding of climate change-
related matters and the institutions that 
they regulate. In particular, the FCA 
is considering the impact of climate risk 
on capital markets, the UK economy 
and the valuation of relevant products. 
We look forward to further clarification 

from the FCA on their expectations 
in this regard, which will likely consider 
our plans to manage the risk to 
customers and operations in any 
transition scenario to a low carbon 
economy and will respond to their 
consultation in 2019.
PRA and FCA Climate Financial Risk 
Forum (CFRF)
In 2019, the PRA and FCA established 
the CFRF, a joint initiative which 
seeks to build capacity and share best 
practice across the financial sector 
to advance the response to the financial 
risks from climate change. It brings 
together senior representatives from 
across the industry to develop practical 
tools and approaches that firms can 
adopt to address climate-related 
financial risks and implement 
forward-looking strategies. As a Lloyd’s 
participant and an ABI member, we 
are represented within the forum but 
will seek to be actively involved and 
consulted in one or more of the CFRF 
working groups.
Lloyd’s Vision Economics Project
Like others in our industry, we are 
looking at how underwriting practices 
adapt to recognise the transition to 
a low-carbon economy. On this issue 
we are engaging with the Lloyd’s Vision 
Economics Project to consider the 
priority sector categories and classes 
of business that will be impacted and 
the industry’s role in thought leadership 
within this space. This work includes 
the change in risk profile and 
fluctuations in market demand.
Paris Agreement
Hiscox is a signatory of the landmark 
Paris Climate Agreement, which brings 
together nations for a common cause 
to combat climate change. It is through 
this pledge that we demonstrate our 
support for the goal to limit global 
warming temperature rises to less 
than two degrees Celsius.
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Task Force on Climate-related 
Financial Disclosures (TCFD)
A result of the Paris Agreement has 
been to place increasing pressure on 
financial institutions to manage climate 
risks (and opportunities) and publicly 
disclose them. The work of the Financial 
Stability Board (FSB) Task Force on 
Climate-related Financial Disclosures 
(TCFD) is leading in this space. The 
primary aim of the TCFD is to develop 
voluntary, consistent climate-related 
financial risk disclosures to enable 
companies to provide relevant 
information to investors, lenders, 
insurers, and other stakeholders. 
While we have informally considered 
the TCFD recommendations for some 
time, in 2019 we formally and publicly 
pledged our support for the TCFD 
recommendations. You can find out 
more about TCFD supporters here.
2019 has been a significant year for 
TCFD progress. ClimateWise, of which 
we are a member, has revised its 
principles to embed TCFD and ensure 
its reporting is TCFD compliant from 
2019. This will be reflected in the 
disclosures of ClimateWise members, 
including Hiscox, when publicly and 
voluntarily disclosing their strategic 
response to climate change across 
their core business activities. It 
represents a natural progression 
particularly given the significant up-tick 
in regulatory interest in these issues. 
In preparation for the new ClimateWise 
principles, we:

 D  reviewed new guidance issued 
by ClimateWise and contributed 
to the consultation period alongside 
other ClimateWise members;
 D  performed a gap analysis of 
our reporting under ClimateWise 
against the new TCFD 
recommendations;
 D  attended a 2018 ClimateWise 
roundtable to discuss the 
timeline for adopting 
TCFD recommendations;

 D  attended a 2019 ClimateWise 
reporting workshop on adapting 
to the TCFD aligned principles.

We are pleased to have a voice in the 
debate and take our involvement in 
the implementation of TCFD for our 
sector seriously.
The Munich Climate Insurance 
Initiative (MCII) and the United Nations 
Environment Programme Finance 
Initiative (UNEP FI)
Since 2013 Hiscox has endorsed a 
global insurance industry statement, 
sponsored by ClimateWise, the Munich 
Climate Insurance Initiative (MCII) 
and the United Nations Environment 
Programme Finance Initiative (UNEP 
FI): ‘Building climate and disaster-
resilient communities and economies: 
How the insurance industry and 
governments can work together more 
effectively’. This collaboration involves 
over 100 of the top insurers across 
the world. It aims to facilitate climate 
and disaster resilient communities 
and economies and looks at how the 
insurance industry and governments 
can work together more effectively, 
agreeing to actions in the following 
key areas:

 D  decarbonisation leadership 
and supporting corresponding 
public sector decision making;
 D  incentives to reduce climate-risk 
by promoting risk awareness, 
risk prevention and risk 
reduction solutions;
 D  where risks cannot be effectively 
reduced or retained, supporting 
the transfer and sharing of such 
risks through insurance 
mechanisms including risk 
pooling mechanisms;
 D  considering insurance industry 
responses to climate-related 
events for shaping the behaviours 
and decisions of governments, 
communities and businesses 
in managing climate risks.

It identifies a mutually dependent 
relationship between governments, 
society and the insurance industry 
and recognises that increased risks 
resulting from climate change and 
ecological degradation pose a shared 
risk to the insurance industry, 
governments and society. This provides 
a strong incentive for collaboration 
at each step along the insurance risk 
management value chain, and the 
statement is still available to view online.
Contributing to the public debate from 
a research and modelling perspective 
We engage with public debate about 
climate change in a number of ways, 
from technical research and policy 
responses to reacting to world weather 
events. It is often discussed in press 
interviews and investor meetings, 
and key spokespeople on the subject 
also contribute to roundtables and 
other events.
More information on this can be found 
in section 5.2 (page 30), where we 
discuss some of the public debate 
undertaken during 2018-19 by our 
Group Head of Catastrophe Modelling.

In 2019 we formally 
and publicly pledged 
our support for the  
TCFD recommendations.

https://www.fsb-tcfd.org/tcfd-supporters/.
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5.2 Support and undertake research 
on climate change to inform our 
business strategies and help to  
protect our customers’ and other 
stakeholders’ interests
We publish our own research where 
appropriate and participate in industry 
events and other collaborations to 
share what we have learnt. This work 
is predominantly led in-house by our 
Group Head of Catastrophe Research. 
While we have not published any major 
climate-related research of our own in 
2018-19, we have shared insights from 
our experience as an insurer with key 
stakeholders including our brokers and 
customers through articles and blogs.
These are outlined in section 6.  
We have, however, continued to develop 
some of our long-standing external 
collaborations where we support the 
publication of climate-related research.

 D  We work with a wide variety of 
risk modelling vendors and/or 
data providers in the market, not 
only on an ongoing basis but also 
on specific projects. In 2018-19 
specific projects have included 
working with data providers in 
the market to augment our 
FloodPlus pricing system to 
include estimates of first floor 
elevation; and work with model 
vendors in relation to US wildfire 
risk about recent trends in the 
peril which has strongly influenced 
our thinking and our HVOR for 
US wildfire. Additional projects 
related to Japanese typhoons, 
North American hurricanes and 
US flood are ongoing.
 D  We engage with the broking 
community, which has their own 
research and modelling expertise, 
and liaise with them on a regular 
basis to discuss various aspects 
of research, mostly related to 
climate risks.
 D  Over the last year we worked 

with a leading scientist in the USA 
on hurricane activity. This work 
has helped us to review our 
approach to specifying hurricane 
activity rates in our modelling, 
and to better understand the 
implications of new events.

In addition, we are proud of our 
association with the LightHill Research 
Network and continue to look at new 
meaningful ways we can collaborate 
with them. We already participate in 
the LightHill Research Network steering 
committee and liaise with them to 
encourage the sharing of expertise, 
and sponsor projects, for example 
updating data in open-source models. 
See section 6.2 for more information 
on research they have published which 
we have supported.
We also regularly contribute to relevant 
climate-related external events, some 
of which include media engagement, 
and during 2018-19 this included 
our Group Head of Catastrophe 
Research being a panellist at the 
London Catastrophe Risk Management 
Conference on US wildfire risk; 
participating in the Guy Carpenter 
Wildfire Symposium (and subsequently 
visiting all of the major utility companies 
in California to have discussions with 
their risk management and analytics 
teams with a view to establishing new 
collaborations); and contributing to 
several steering committee meetings 
for the LightHill Research Network  
(see page 3 and 34 for more information 
on the LightHill Research Network). 

Our ambitions for 2019-20

To develop an action plan for our 
UK regulated insurance entities, 
which addresses PRA expectations, 
particularly with regard to Board 
strategy and ownership of climate 
risk management. 
To review our current integration 
of the TCFD principles in our business 
and identify and act on areas 
of improvement.
To contribute to one or more of the 
CFRF working groups.
To respond to the FCA consultation 
on climate change and green finance.



Support climate awareness amongst 
our customers or clients

Principle 6
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We communicate to our customers across the globe using a 
variety of methods to share our expertise and help inform their 
decisions about insurance cover for climate-related risks.

We communicate with our customers 
on a range of issues, including climate-
related issues via a range of channels. 
Our corporate website – which is viewed 
not only by customers but also by 
our broker partners, suppliers, other 
businesses, analysts, investors and 
journalists – has a section dedicated 
to the environment and is one of  
our richest sources for sharing our 
approach to responsible business.  
Our environment page has been viewed 
over 400 times since 1 March 2019  
and its contents include:

 D  our annual Climate Report, 
which has been downloaded over 
40 times since 1 March 2019;
 D  our commitment to membership 
of ClimateWise;
 D  an explanation of how we help 
customers adapt to climate change;
 D  a video about our flood product, 
FloodXtra, and how it is helping 
US customers with insufficient 
or no flood cover, which has been 
viewed over 170 times;
 D  our market resilience white paper 
from 2017;
 D  a summary of the carbon emissions 
of our business operations;
 D  our current carbon offset project;
 D  links to our ESG-related reports, 
policies and disclosures;
 D  links to climate-related relevant 
papers and recent articles we 
have published, including about 
any awards we have received.

Our annual climate report is our primary 
vehicle for communicating information 
to all stakeholders about our view of 
climate risks and the actions we are 
taking to tackle them. In addition we have 
a section dedicated to responsibility in 
our Annual Report and Accounts, which 
can be found on pages 52-57 of our 
2018 Report and Accounts. This is an 

important document and commonly 
referred to by our analysts and investors 
as well as being a source of information 
for journalists, brokers and customers. 
The responsibility section of the report 
evolves year-on-year and from 2018 
more space was allocated to it.
We plan to add to our existing suite 
of materials in 2019-20 with an impact 
report which will increase our customer 
outreach on climate-related issues, 
and will consider other assets 
as appropriate.
We are active on social media when 
it comes to communicating on climate-
related issues, and use Instagram  
(@hiscoxinsurance) to share news 
relating to our employees work around 
environmental and social causes.
We are pleased by the engagement 
we receive, particularly from our staff, 
in sharing pictures of their charitable 
efforts and celebrating their fundraising 
successes. We also used Instagram 
to promote World Environment Day 
in 2019.
In much of our communications activity, 
we avoid paper wherever possible, 
for example we send policies renewal 
notices and other key communications 
relating to coverage electronically. 
Customers can request paper copies 
but these are no longer automatically 
provided, and where paper is required, 
we use paper certified by the Forestry 
Stewardship Council.
We are also committed to placing our 
progress on climate-related issues on 
public record by taking part in a number 
of reporting initiatives. ESG issues, 
including but not limited to global 
emissions targets and supply chain 
standards, are receiving increased 
attention particularly from journalists 
and institutional investors who may 
invest in Hiscox, and from companies 
providing sustainability ESG or climate-
focused ranking data.

We receive a number of requests each 
year for information about our ESG 
practices and some of our 2018 scores 
are outlined on page 33. These 
requests come from organisations 
including the Institutional Shareholder 
Services (ISS), a global provider of 
corporate governance and responsible 
investment advice; ClimateWise; CDP; 
Dow Jones Sustainability Index and 
Sustainalytics. We review all such 
requests and, where possible and 
appropriate, we respond to them.  
In 2019 we will also produce an Energy 
Savings Opportunity Scheme (ESOS) 
Phase II report, in line with the UK 
government reporting requirements 
for businesses of our size. 
Our membership of the FTSE4Good 
Index also continues. The FTSE4Good 
Index is a series of ethical investment 
stock market indices launched in 2001 
by the FTSE Group and designed to 
help investors integrate environmental, 
social and governance (ESG) factors 
into their investment decisions. The 
individual ratings identify companies 
that better manage ESG risks and are 
used as a basis for indexes which in 
turn are used by investors of tracker 
funds, structured products and as 
a performance benchmark. 

6.1 Communicating our beliefs and 
strategy on climate-related issues to 
our customers/clients

https://www.hiscoxgroup.com/sites/group/files/2019-03/Hiscox_report_and_accounts_2018.pdf
https://www.instagram.com/hiscoxinsurance/
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CDP 3.9/5
ClimateWise 74%
FTSE4Good C grade

External benchmarks and surveys 
Some of the external scores we received in 2018 for our ESG performance. 

We help our customers to understand 
climate-related risk in predominantly 
two ways; through what we publish 
and through our products.
Hiscox publications
We produce a number of articles with 
updates and advice for our domestic 
and commercial customers, as well as 
for brokers, investors and the general 
public every year through different 
areas of our website. Much of our 
content is issued in an online format 
only, which avoids the carbon footprint 
associated with hard-copy magazines. 
Examples of this include: 

 D  a blog post on how small 
businesses can get rid of their 
rubbish in a greener way; 
 D  a blog post on how homeowners 
can protect their home from 
winter weather.

Hiscox Global Insight, our online-only 
publication aimed at brokers, also 
published a number of articles with 
relevance to climate and catastrophe-
related topics including:

 D  political uncertainty raises questions 
over federal flood insurance for 
millions of US homeowners;
 D  Hurricanes Florence and Michael 
might force a reappraisal of 
flood risk;
 D  with world oil production forecast 
to peak in the coming years, 
decommissioning is set to be 
the new boom;
 D  following 2017’s record wildfire 
loss, Californian homeowners 
see some domestic insurers pull 
back from the market.

From our UK website, we also refer 
customers via our articles to external 
sites which help them assess their own 
risks including Environment Agency 

sites on:
 D the new flood information service;
 D preparing for a flood.

In addition we link to the UK Government’s 
site advising businesses on how to 
handle events such as floods which 
interrupt their trading: The Business 
Continuity Management Toolkit.
Other routes for communicating 
directly with our customers and brokers 
about climate change issues and, 
in particular, during extreme weather 
events, include our Twitter accounts. 
Here we share news, tips and 
information with customers, while our 
@HiscoxUKHelp account specifically 
acts as a portal for feedback from 
customers, brokers and other 
stakeholders. We also have our own 
YouTube channel where we post 
informative videos.
Alongside our own activity, we 
contribute to the climate debate 
through our work with, and support 
of, the ABI, Lloyd’s and ClimateWise, 
all of which have also published 
relevant pieces in 2018-19:
Lloyd’s
Lloyd’s began excluding coal 
companies from its investment strategy 
from 1 April 2018 as part of its responsible 
investment strategy for the Central 
Fund. This news has meant it joins a 
number of other insurers in implementing 
a coal exclusion policy. 
ABI
We are a company member of the 
Association of British Insurers (ABI) 
and our Chief Executive Bronek 
Masojada is an ABI Board member. 
Their climate-related work in 2018-19 
has included:

 D  In March 2019 the ABI outlined 
proposals to the PRA which would 
make it easier for the financial 
sector to invest in greener assets, 
unlocking billions of pounds 

worth of funds which could 
help mitigate the global impact 
of climate change.
 D  ABI data showed that increased 
frequency and severity of major 
global weather events means 
a higher number of more costly 
claims for insurers to deal with. 
For example:

 A the impact of the extreme 
freeze that hit the UK early 
in 2018 resulted in insurers 
paying a record amount for 
burst pipes – £194million in 
a three-month period;

 A the extreme UK heatwave 
in 2018 led to more than 
10,000 households needing 
to claim for damage caused 
by subsidence, at a cost of 
more than £64million.

The ABI also typically issues alerts 
ahead of extreme weather events, 
for example flood guidance from the 
Flood Forecasting Centre on its 
website. These alerts are issued in 
advance of specific weather predictions 
and give advice about different types 
of flood risk from surface water, rivers, 
groundwater and coastal flooding.
ClimateWise
We are a founding member of 
ClimateWise, and participate as one 
of more than 20 members of the 
ClimateWise working group and as 
a newly-appointed member of the 
CISL Insurance Advisory Council. 
ClimateWise publishes news and 
research, which in 2018-19 
has included:

 D  In 2018 ClimateWise announced 
the ClimateWise Principles, which 
aim to help insurers disclose their 
response to climate change, have 
been revised to align fully with 
the recommendations set out by 
the Task Force on Climate-related 
Financial Disclosures (TCFD).

6.2 Informing our customers or clients 
of climate-related risk and providing 
support and tools so that they can 
assess their own levels of risk

https://twitter.com/HiscoxUKHelp
https://www.lloyds.com/news-and-risk-insight/news/lloyds-news/2017/11/lloyds-corporation-announces-coal-divestment-plan
https://www.lloyds.com/news-and-risk-insight/news/lloyds-news/2017/11/lloyds-corporation-announces-coal-divestment-plan
https://www.abi.org.uk/news/news-articles/2019/03/billions-of-pounds-for-greener-investments-waiting-to-be-unlocked/
https://www.abi.org.uk/news/news-articles/2019/03/billions-of-pounds-for-greener-investments-waiting-to-be-unlocked/
https://www.abi.org.uk/products-and-issues/topics-and-issues/climate-change/
https://www.abi.org.uk/products-and-issues/topics-and-issues/climate-change/
https://www.cisl.cam.ac.uk/business-action/sustainable-finance/climatewise/news/2018-climatewise-principles 
https://www.cisl.cam.ac.uk/business-action/sustainable-finance/climatewise/news/2018-climatewise-principles 
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 D  In early 2019, the ClimateWise 
Insurance Advisory Council 
unveiled the ClimateWise 
Transition Risk Framework, 
an open-source model exploring 
how to manage the impacts 
of the low carbon transition on 
infrastructure investments.

LightHill Research Network
In 2019, the LightHill Research Network 
announced collaboration with Flood 
Re, the government-backed scheme 
that Hiscox participates in. Working 
together on ways to improve flood 
risk understanding and management, 
they launched a report ‘Flood Research 
Needs of the (Re)insurance sector: 
collaborating to improve risk 
understanding and management’ 
which as a member of the LightHill 
steering group we supported. 
Hiscox products
Providing useful products to our 
customers is fundamental to our 
business. This goes beyond insurance 
products and also encompasses 
utilising and/or supporting new 
technologies. Our work in the UK 
with LeakBot and AnyJunk are good 
examples of this, and more information 
on them can be found in section 3.1.
We play our part in increasing the 
availability of insurance for previously 
uninsured or underinsured markets  
and sectors. A specific area of focus for 
us in recent years has been flood cover, 
which includes the following products:

 D  Our London Market product, 
FloodPlus, continues to address 
a shortfall in US flood cover for 
many homeowners by offering 
higher limits and a wider scope 
of cover than policies provided 
by the existing US government 
backed NFIP. Hiscox is able to 
offer attractive pricing for those 
customers who are minimising 
their climate risks through our 
FloodPlus product.

 D  Our reinsurance product, 
FloodXtra, complements the 
existing flood risks we underwrite 
through our commercial property 
book in Hiscox USA and our 
London Market product, 
FloodPlus, which is a private 
market alternative to the National 
Flood Insurance Program (NFIP).
 D  We also remain committed to our 
participation in the Flood Re 
programme in the UK, through 
both our broker and direct-to-
consumer home insurance 
offerings. It continues to allow 
us to provide flood cover to new 
and existing customers, including 
some which we would otherwise 
be unable to cover, and over the 
last 12 months alone we have 
ceded around 1,700 risks into 
Flood Re. In addition to offering 
more home owners the 
opportunity to obtain insurance 
against flood risk, the Flood Re 
scheme also helps people to better 
understand their level of flood risk 
and explains how they can take 
action to reduce their risk, where 
possible. The scheme is intended 
to operate for 25 years, allowing 
time for the government, local 
authorities, insurers and 
communities to work together 
to improve flood preparedness.

We also play our part in providing cover 
for new technologies when they enter 
a market, as effective insurance against 
risk is an important factor in facilitating 
their take-up. It has the dual effect 
of enabling the growth of new direct 
business customers, whether through 
existing businesses moving into a new 
sector of the market or through 
encouragement and facilitation of new 
business start-ups, and of growth of 
home insurance customers. There is 
growing interest for insurance products 
and services related to environmental 
risks and climate change, and 

considering our response to these  
new requirements is built into our new 
product development process. In  
recent times initiatives have included:

 D  solar panel cover for policyholders 
with home insurance;
 D  enhanced open-market insurance 
for environmental industry 
professionals, covering public 
indemnity insurance for survey 
work, defence costs for 
investigation under the 
Environmental Protection, 
Health and Safety, and Cover 
for Corporate Manslaughter 
Acts and Pollution;
 D  bespoke open market insurance 
for energy assessors who 
rate the energy efficiency 
of properties under the 
government’s regulations.

More information on encouraging 
and/or insuring new technologies can 
be found in section 3.

Over the last 12 months 
alone we have ceded 
around 1,700 risks into 
Flood Re, which offers 
more home owners the 
opportunity to obtain 
insurance against 
flood risk.

Our ambitions for 2019-20

Continue to consider the development 
of new products and services that best 
protect our customers from the risks 
of climate change.
Ensure that climate change is included 
in our communications plans.
Develop our first impact report, for use 
with all key stakeholders (including 
customers) to highlight climate-related 
issues and demonstrate our work in 
this space.

https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/transistion-risk-framework-managing-the-impacts-of-the-low-carbon-transition-on-infrastructure-investments
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/transistion-risk-framework-managing-the-impacts-of-the-low-carbon-transition-on-infrastructure-investments
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/transistion-risk-framework-managing-the-impacts-of-the-low-carbon-transition-on-infrastructure-investments
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/transistion-risk-framework-managing-the-impacts-of-the-low-carbon-transition-on-infrastructure-investments
https://www.reinsurancene.ws/flood-re-lighthill-risk-network-partner-with-re-insurers-on-flood-modelling-report/
https://www.reinsurancene.ws/flood-re-lighthill-risk-network-partner-with-re-insurers-on-flood-modelling-report/
https://www.reinsurancene.ws/flood-re-lighthill-risk-network-partner-with-re-insurers-on-flood-modelling-report/
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