
“ESG and climate-related risks increasingly prove 
material to insurers due to the massive losses they 

experience as a result of these risks." 

Our purpose at Atleha-edu is to help ordinary South Africans save and invest for a 
better tomorrow.  
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committee member and fund member awareness and education initiatives, such as 

this article. 
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ESG IN THE INSURANCE INDUSTRY
ESG (Environmental, Social, and Governance) concerns have been on the rise over 

the past few years. Insurers are under pressure to incorporate ESG factors into their 
investment strategies and business processes. This articles looks at ESG and what it 

means for the insurance sector.

Over the years, the insurance industry has had to deal with 
several significant challenges, the latest being the managing 
of ESG and climate-related risks. Climate change events 
such as floods, hurricanes, and wildfires pose an increasing 
threat to insurance companies. When it comes to ESG risk, 
the insurance industry has managed to stay ahead through 
the incorporation of ESG risk factors and measurement into its 
overall risk management process.

To learn more about Atleha-edu NPC and our CFE funders and partners, please download our information brochure here.
Do you have a question you would like us to address in a subsequent article? 
If so, please send your questions or suggestions for article topics by email to:  

info@atleha-edu.org

ESG integration and what it means for insurers
The prioritisation of ESG factors, both for investors and 
insurers, is vital for the success of insurance companies. Many 
opportunities lie within the integration of ESG into investment 
strategies and compliance with ESG reporting requirements. 
Some of these opportunities include enabling positive 
financial returns and appealing to ESG-minded consumers 
and investors. The integration of ESG factors not just into risk 
assessment processes but also underwriting processes, could 
alleviate losses stemming from ESG risks.

ESG risks are relevant in insurers’ roles as investors 
and underwriters. Failure to take ESG factors into account 
can negatively impact the value of an insurer’s investment 
portfolio. ESG-related incidents such as weather-related 
supply chain disruptions and oil spills can result in a decline 
in profits, revenues and market value. Investing in companies 
that are experiencing declining share value means the insurer 
may see a decrease in investment returns. In the long term, 
some companies may collapse as a result of encounters with 
risks stemming from climate change. Therefore, it is of the 
utmost importance to take ESG factors into consideration as 
they could impact investment portfolio value and underwriting 
profits or losses. Failure to consider ESG factors could hamper 

the insurer’s ability to attract investors. Once investors and 
consumers compare products and find that the product does 
not align with their personal or institutional values, they will turn 
to one that does.

Failure to integrate ESG factors into the risk assessment 
and underwriting process will lead to a misunderstanding of 
eventualities and the related risks that policy covers. This is 
most likely to result in an increase in claims on policies, which 
could significantly limit an insurer's ability to generate an 
underwriting profit from its policies.

Recent analyses have shown that ESG investments could 
offer higher returns than traditional investments. Insurers 
that make sustainability disclosures aligned with regulatory 
requirements and take ESG factors into consideration during 
decision making are expected to achieve long-term benefits. 
With the recent growth in ESG regulation and material risks, 
insurers are no longer able to ignore ESG factors. Although 
the progression might be slow, greater disclosure of ESG risks 
and issues is being demanded by customers, investors and 
regulators. Those who display greater adaptability and forward-
thinking stand the greatest chance of appealing to customers 
and increasing profitability.

Insurers play an important role in addressing the climate 
change challenge. They are in a unique position to control 
and influence their client companies. ESG and climate-related 
risks increasingly prove material to insurers due to the massive 
losses they experience as a result of these risks. The climate-
related risks and opportunities experienced by the insurance 
industry can be divided into the following three categories:
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Physical risks
The increase in frequency 
and intensity of extreme 
weather events.

Litigation risks
The risk or likelihood of 
being taken to court for 
issues pertaining to climate 
change.

Transition risks
Driven by the move 
towards a decarbonised 
economy and related 
fundamental changes in the 
underlying economy.
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