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Analysis of Quantitative Methods for Climate Physical Risk Based
on Catastrophe Models

Li Xiaoxuan and Li Lida
(PICC Property and Casualty Company Limited)

Abstract: The CPC Central Committee has consistently placed addressing climate change risks at a prominent

position in national development, guiding China to take steady and substantive steps in global climate governance.

Since the insurance industry is more profoundly affected by climate physical risks comparing to the banking sector,

in-depth research on climate change risks holds significant and urgent practical implications. This paper first

reviews the advantages and disadvantages of two commonly used quantitative analysis methodological approaches

regarding climate physical risks in the banking and insurance industries. Subsequently, it points out that catastrophe

models, as standard tools for the insurance industry's quantitative analysis of catastrophe risks, can be employed

for the quantitative analysis of climate physical risks amid the intensifying global climate risks, and elaborates on

the specific practices of using catastrophe models for such quantitative analysis. Finally, it offers reflections and

recommendations for the insurance industry's future response to climate physical risks.

Keywords: climate physical risks; catastrophe model; quantitative analysis

44

RERK | CHINA INSURANCE | 2026 £ 02 A



