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Climate risk transformed and transmitted

How planetary risk becomes economic and financial risk
Planetary risk - the household perspective
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Feedback loop: higher costs and lower coverage
affect the financial resilience of households by

increasing the insurance protection gap and
amplifying financial risk

How insurers and lenders are impacted by, and respond to, planetary risks

Insurers Lenders

Impacts: Responses: Effects on homeowners: Impacts: Responses: Effects on homeowners:

Higher claims severity and Raise premiums Higher costs Higher collateral risk Tighten lending standards Reduced access to credit

frequency Increase deductibles More uninsured/underinsured Higher borrower default risk equire proof of insurance Higher borrowing costs

Reinsurance cost increases Narrow coverage/exclusions losses; Slower recovery Servicing/escrow volatility Adjust pricing/fees Higher monthly payments

Capital strain and volatility Tighten underwriting/require mitig.  Increased financial stress Increase reserves/escrow Lower market liquidity/value
Non-renew/limit new policles. Limit lending in high-risk areas

Ashcroft, Allison. 2026. Transforming and Transmitting Physical Risk at the Household Scale.



Climate risk transformed and transmitted

How planetary risk becomes economic and financial risk
- the local government perspective
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Ashcroft, Allison. 2026. Transforming and Transmitting Physical Risk at the Community Scale.



Real Estate - A regulator’s perspective
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