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International
Unmatched Scope Of Disaster Delays Damage Estimates 

By Charles Fleming 

The destruction wrought by the weekend's tsunami in the Indian Ocean comes on top of what already ranked as the most expensive year to date for insurance companies, but insurers say the absence of experience with earthquake-generated waves in the region will delay precise damage estimates. 

The weekend's disaster, unprecedented in its geographical scale with more than 23,000 estimated dead across at least 10 countries, underlines how natural catastrophes are still a far greater threat to mankind than terrorism, and has prompted calls for better multilateral disaster planning. 

The waves that swept into coastal settlements, towns and resorts around the Indian Ocean on Sunday will have a limited cost to global insurance companies because the region is relatively poor, insurers said. Major economic centers in the region, notably Singapore, were spared, and much of the insured damage is likely to be related to the tourism industry that thrives in the region. 

Steve Farrance, a spokesman for the world's largest insurance market, Lloyd's of London, said initial estimates showed that the exposure of Lloyd's underwriters was limited to "holiday resorts, personal accident, travel insurance and marine risks." He said he had no initial indication of potential losses suffered by ships in the region. 

Both Munich Re AG of Germany and Swiss Reinsurance Co. of Zurich -- the world's leading reinsurers, which act as insurers of last resort to other insurance companies -- said it was too soon to provide estimates. American International Group Inc., the giant New York commercial insurer, said early reports "suggest that AIG will not have significant business exposures or losses." 

U.S. and multinational insurers tend to write larger commercial policies in the region, likely limiting their exposure in the current situation, said Robert Hartwig, chief 

economist for the Insurance Information Institute, a U.S. trade group. 

"Despite the enormity of the human tragedy here, and what are likely to be very large economic losses to the region, you

would not expect this to be an enormous event from an insurance perspective." 

Share prices for large reinsurance companies dropped yesterday amid uncertainty over how much they would have to pay. Swiss Re shares fell 1.8% to 81.20 Swiss francs ($71.06) each in Zurich, and Munich Re slipped 1.6% to 90 euros ($122.54) a share in Frankfurt. Shares of U.S. insurers and Bermuda reinsurers fell less sharply. 

Serge Trober, deputy head of Swiss Re's natural-catastrophe division, said because the Indian Ocean hadn't been hit before in such a way, there was no reliable "loss history" to enable insurers to make quick damage estimates. He also said the damage inflicted across the region could take longer to repair than in other regions, such as the Pacific Rim. "It's more difficult for island economies like Sri Lanka and the Maldives to get started again, because they have no hinterland to draw on," he said. 

Even before the weekend's earthquake and waves hit the region, natural catastrophes had made 2004 the most costly year to date, even in inflation-adjusted terms, for the global insurance industry. The estimated $105 billion in total economic damages was caused mainly by hurricanes in Florida and typhoons plus an earthquake in Japan, according to Swiss Re. The estimated bill for insured losses in those disasters totaled $42 billion, well ahead of 2001's $37 billion in insured losses, the year terrorists struck the World Trade Center towers in New York City. 

"This catastrophe opens a new era because it's the first continental-wide disaster or even global disaster, given the numbers of tourists present," said Patrick Lagadec, research director for crisis strategies at Paris-based Ecole Polytechnique. He urged the international community to use the Indian Ocean tsunami as a case study to develop better economic coordination in the face of disaster. "By chance, the economic resources of the developed world were spared this time. The day that Tokyo or California get hit, it will be too late to learn," he said.
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