Parametric Insurance

2021 outlook and the companies to watch
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Introduction
Insurtech emerged in around 2015 as new entrants looked
to challenge traditional insurance by providing a better client
experience, access to new capital and ways of insuring the
uninsurable. The expectation was that this could be powered by
massive amounts of new data, sophisticated analytics and powerful
computing technology. Insurtech, as it was originally conceived, has
not yet delivered any major changes to how conventional insurance
is offered, but parametric insurance does have potential in all these
areas. The lure of parametric insurance is the ability to increase
the certainty between a loss occurring and a pay-out being made,
quickly, accurately and cheaply.
Parametric insurance is not new, but it has seen the most success in providing alternatives to property
catastrophe reinsurance, an important but somewhat niche product. A handful of micro-insurance
offerings have used parametric triggers. Weather derivatives providing hedges against extremes of heat
or rainfall have been around for a couple of decades but take up has been slow.
This is changing. Parametric covers are now being considered across the full spectrum of risk types
and sizes. Technology exists to define and deliver insurance coverage based on real time reporting of
accurate data. Parametric insurance is starting to offer attractive solutions where conventional insurance
has failed. Some of the largest insurance organisations, most notably Munich Re, Swiss Re and AXA are
structuring innovative placements. New companies are emerging and finding customers and investors
within and outside of the insurance industry. It is clear the need exists, but most use cases are still in early
stages. The opportunity is there to become a leader in providing new forms of insurance for insurers,
investors and start-ups and the door is open to established organisations from outside of insurance.
One of the biggest challenges is to achieve scale. Insurance operates most effectively when hundreds or
even billions of dollars of protection is offered. There are benefits from diversification and lower costs of
implementation. As with any new business idea, even the best parametric insurance ideas will fail if they
don’t offer compelling solutions to real needs. Creating a parametric index is getting easier and cheaper.
Some data sources and indices are free. The major costs will be in marketing and distribution. Early
success stories will be crucial as will collaboration with partners.
So why did we produce this report? Parametric insurance is at heart a simple concept, but it can appear
confusing given the diversity of offerings and companies in this space. At InsTech London we look for
the companies, both new and old, offering data and analytics, then explore where these fit between
the customer and the capital. It is refreshing to hear from new companies, but established ones should
not be ignored. Many of the companies active in parametric insurance offer what appear to be blended
solutions of technology and insurance. Most of them aim to make money in only one of three core areas:
distribution, data and analytics or underwriting.
This report is not intended to be totally comprehensive. Our aim is to provide context around what
parametric insurance can offer, where it has come from and where it may end up. We have identified
some of the companies we believe are already demonstrating leadership in this space and those that
are worth keeping an eye on for what may emerge in the next few years. This report would not have been
possible without the support of all the companies and people we have spoken to, or who have joined us
for our variety of events and podcasts over the last five years.

Matthew Grant
Partner InsTech London
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Why this matters
If any of these five themes are relevant to you, then it’s worth learning more about parametric
insurance:
• The ability to provide insurance in areas of the world, or types of risk, that are today considered
uninsurable.
• Taking advantage of the emergence of new and reliable data sets across multiple industries.
• New opportunities for companies from outside of insurance to provide solutions.
• Innovative approaches to loss prevention and mitigation through risk management and disaster
financing.
• Learning about where parametric insurance has been successfully used as an alternative to
traditional insurance in the last twenty years.
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