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Editorial

The German economy is struggling with weak growth

and long-term structural challenges. It is therefore un-
surprising that the media and policymakers are more

focused at present on competitiveness than on sustain-
ability issues. Yet climate change and biodiversity loss

continue. Sustainable transformation is like a mara-
thon: sometimes the running is easier, sometimes hard-
er. Policymakers, companies and consumers are urged

to stay the course and realise the available potential for
sustainability.

Policymakers and companies should not sacrifice their
sustainability goals for short-term gains in competi-
tiveness. Instead, better enabling conditions need to
be swiftly created for green growth, and greater trust
placed in the innovating power of the markets. There
is in fact a regulatory imbalance that urgently needs
correcting. Instead of more and increasingly detailed
requirements and reporting obligations, policymakers
in Berlin and Brussels should make greater use of mar-
ket-based instruments. The pricing of emissions that
harm the climate and the environment is crucial here.
This results in adjustment costs and risks for compa-
nies. To support companies, so-called contract for dif-
ference (CFD) have been concluded for the first time
between government and industry. Their effects will
show in the next few years.

Competitiveness and sustainability are not in opposi-
tion to each other. Releasing business from bureaucrat-
icburdens, speeding up approval procedures and facil-
itating investment in sustainable infrastructure all ac-
celerate the transformation and strengthen the compet-
itiveness of companies in Germany and across Europe.

Netest (Lt~ 26} YA

At the same time, companies can take a closer look at
their entire value chain to make themselves more sus-
tainable and resilient. Because as research shows, suc-
cessful collaboration between companies along the val-
ue chain, in regional clusters and dynamic business
ecosystems leads to innovation and hence competi-
tive advantages. Strategic alliances with trading part-
ners and industry initiatives offer further potential that
should be exploited.

For us insurers, one thing is clear: sustainability is here
to stay as a major strategic focus, because it is a long-
term economic necessity. That is what the sustainabili-
ty roadmap stands for that we introduced in early 2021
and updated in 2023. Insurers are a strong, reliable part-
ner for sustainable transformation — with their invest-
ments, together with their policyholders and in their
business processes.

This year’s Sustainability Report is our fourth, and we
are pleased to say that insurers are making further prog-
ress in the strategic integration of sustainability. There
are initial successes to report: the carbon footprint of
our investments has become smaller and ESG criteria
feature in almost all investment decisions. However, af-
ter strong growth in the last few years, the integration
of ESG criteria in underwriting has stagnated. Once the
regulatory stress from meeting the new sustainability
reporting requirements has eased, we may be able to
focus more on other issues, such as the circular econ-
omy and biodiversity.

The report shows in detail where we stand as the insur-
ance industry. You, our readers, are invited tojoin usin
discussing how we can achieve the sustainable trans-
formation together.

Norbert Rollinger and J6rg Asmussen
Berlin, November 2024
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Executive Summary

Insurers operating in Germany are taking a strategic

approach to supporting and achieving the sustainable

transformation. In the Sustainability Positioning ad-
opted in 2021 and updated in 2023, they have set them-
selves specific sustainability goals. The Sustainability
Positioning highlights how insurers contribute to the

Paris climate goals and the UN Sustainable Develop-
ment Goals. The GDV documents the industry’s prog-
ress and identifies current challenges in a detailed an-
nual sustainability report. This structured approach

places the GDV and its member companies among the

leaders when compared to other national and Europe-
an industry associations.

The data basis for the report consists of surveys among
GDV member companies: an investment survey as of
31 December 2023 and a survey on sustainability gov-
ernance, sustainability reporting, own business pro-
cesses and property and casualty insurance in sum-
mer 2024. As in the previous year, the surveys have a
very high market coverage: 90% of total investment
volume in the investment survey and 85% of the gross
premium volume in the sustainability survey. They
thus make it possible to draw reliable conclusions. The
high level of participation by member companies in
the sustainability survey also demonstrates the indus-
try’s broad support for the path we have collectively
chosen.

Embedding of sustainability: Insurers take a strate-
gic approach to sustainability, set themselves targets
and create suitable structures to implement them. Al-
most all companies (82%) have a sustainability strategy
that goes beyond the consideration of risks. While nei-
ther political and economic developments nor the im-
plementation costs of regulation have thwarted sustain-
ability initiatives in companies, the policy framework

and the ailing economy have prompted a third of the
insurance market to make adjustments to strategy. Reg-
ulation is considered by 55% of the market to go both
ways — as a help to sustainability in some instances and
as a hindrance in others.

To achieve this transformation, almost half of the mar-
ket (46%) is preparing transition plans to reach the net

zero target by 2050. Across almost the entire industry

(85%), responsibility for implementing the sustainabil-
ity strategy lies with the management board or C-level.
In almost all companies (85%, previous year 74%), ded-
icated sustainability departments or officers now co-
ordinate activities in the various divisions. About 54%

(previous year 40%) have incentivised their employees

to help achieve sustainability goals.

Transparency: From the 2025 financial year, 99% of
the market will come under the requirements of the EU
Corporate Sustainability Reporting Directive (CSRD).
This will take transparency on sustainability to a new
level. Preparations in companies are in full swing. Al-
most half of the market (45%) consider themselves well
prepared. Just under a third (30%) have set up a proj-
ect group or workstream for implementation. Only a
small number of companies are in the process of con-
ducting a preliminary study or are at a very early stage.
The varying degrees of progress in preparations are
also due to the phased initial application.

In parallel, implementing the uniform European Sus-
tainability Reporting Standards continues to be a ma-
jor undertaking for the entire industry. Large parts of
the market see reporting along the value chain (60%)
and synchronisation with financial reporting (40%) as
achallenge. At political level, the GDV advocates more
efficient and proportionate sustainability reporting.
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Investments: The share of investments managed ac-
cording to ESG criteria is 89% (previous year 90%). As
in the previous year, insurers accounting for 90% of
investments align their investment decisions with the
net zero target and have also specified the year they
aim to achieve it. Companies accounting for 89% of
investments (previous year 69%) have adopted target
pathways with specific emission targets for set points
in time. This makes target achievement verifiable both
internally and externally.

The GDV is one of the few industry associations that
measures and publishes the carbon footprint of its
members’ investments. This year, Scope 1 and Scope
2 emissions from real estate investments were includ-
ed inthe calculations for the first time. In total in 2023,
insurers financed about 20.5 million tonnes of CO,e
(Scopes 1 and 2; previous year 23 million tonnes of
CO,e) through 334 billion euros of investment in list-
ed equities, bonds and real estate. The carbon footprint
fell significantly to 61 tonnes per million euros invest-
ed (previous year 79 tonnes). This is due, among other
things, to the sharp decline in European carbon emis-
sions in connection with the 2023 energy crisis and to
the inclusion of real estate investments in the calcu-
lation of the carbon footprint.

At the same time, insurers operating in Germany are
making an important contribution to financing the
transformation. Insurers’ sustainable investments
amount to 163 billion euros (by the definition in Ar-
ticle 2 (17) of the EU Sustainable Finance Disclosure
Regulation). The renewable energy investment volume
increased by 4 billion euros to 23 billion euros. The re-
lated portion of electricity generated increased to ap-
proximately 23.5 billion KWh (previous year 21.2 bil-
lion kWh), corresponding to around 17% of the annual

electricity consumption of all German households. The
GDV advocates better enabling conditions for invest-
ment in sustainable infrastructure and more-stream-
lined planning procedures for the expansion of renew-
able energy.

Own business operations: At 0.17 million tonnes of
CO,e, Scope 1 and Scope 2 emissions were largely un-
changed last year compared to the previous year, while
the industry’s Scope 3 emissions amounted to between
0.2 and 0.33 million tonnes of CO,e based on conser-
vative assumptions for projection purposes. In total,
the industry offset emissions amounting to 0.26 mil-
lion tonnes of CO,e through decommissioned carbon
credits — twice the previous year’s figure (0.13 million
tonnes of CO,e). For the first time, decommissioned
carbon credits exceed the Scope 1 and Scope 2 emis-
sions of insurers’ own business processes by a good
50%. As a result, the industry as a whole has achieved
its net zero target for Scope 1 and Scope 2 emissions a
year earlier than planned.

However, the industry appears to have largely exhaust-
ed its short-term reduction potential. Further reduc-
tions require relatively large medium-term investment,
for example in the areas of vehicle fleets, business trav-
el and energy efficiency. Business travel kilometres
were also back up in 2023, with a corresponding im-
pact on Scope 3 emissions. Achieving significant re-
ductions in indirect emissions by 2030 will require
further efforts in cooperation with suppliers and busi-
ness partners.

Risk underwriting: Property & casualty (P&C) insur-
ers are maintaining their strategic direction. As in the
previous year, 60% of the market focus on supporting
energy-efficient buildings and the mobility and energy
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transitions. More than a third of the market (38%; pre-
vious year 31%) intend to support the circular econo-
my. In contrast, nature-based solutions and biodiver-
sity have lost in importance for the second year in a
row (14%; previous year 19%). Innovative risks and busi-
ness models that support the transformation are un-
derwritten by 68% of the market (previous year 74%).

60% of the P&C insurance market take account of their
own sustainability impacts in underwriting (previous

year 62%). As in the previous year, the share of P&C in-
surers with exclusion policies was around 60%. Entet-
inginto dialogue with and providing support for corpo-
rate policyholders is now selected by 45% of the market
as a means of promoting sustainability (previous year
49%). Overall, the integration of ESG criteria in the P&C

insurance market has stagnated. This may be due to the

difficult economic situation and growing regulatory re-
quirements. As it has a high proportion of small and

medium-sized enterprises, the P&C insurance mar-
ket is affected more heavily by the above-mentioned

developments than the insurance market as a whole.
For smaller P&C insurers especially, regulatory devel-
opments are tying up resources that are consequently
unavailable at present for more in-depth integration

of sustainability.

Products and damage rectificationclaims settle-
ment: Insurers continue to work on embedding sus-
tainability features into their products. As in the previ-
ous year, around half of the market offer products with
particularly sustainable compensation, services or re-
pairs. At the same time, the share of insurers that mar-
ket products as sustainable has fallen by 10 percentage
pointsto 42%. One explanation for the somewhat more
defensive approach in marketing insurance products
with sustainability features may relate to regulatory

uncertainties and greater legal risks in connection with
product-related environmental claims.

74% of the market consider sustainability criteria in
claims settlement. Examples include energy-efficient
replacement (74%), repair over replace (71%) and re-
source efficiency (57%). Additional impetus is provid-
ed by the GDV’s “Build back better” guidelines and the
GDV guidelines on the definition of sustainability in
claims settlement. In another positive development,
63% (previous year 53%) of the P&C insurance market
now take sustainability aspects into account when se-
lecting service providers and trade contractors. Spe-
cific important criteria in the selection of service pro-
viders comprise regional providers (63%), economical
use of resources (59%) and waste avoidance and recy-
cling measures (44%).

Climate change adaptation: As climate change
makes extreme weather events more frequent, more
prevention and adaptation are needed. In order to in-
crease risk consciousness among the public, the GDV
provides detailed reporting on losses in an annual nat-
ural hazards report and offers a flood risk checkup for
consumers. In 2023, P&C insurers incurred 5.6 billion
euros in claims expenses due to natural hazards. The
GDV estimates that in the absence of countermeasures,
homeowners insurance premiums could double in the
next ten years.
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Key facts

Own business operations

2022 2023
Market share of companies with a sustainability strategy* 86% 84%
Market share of companies with dedicated sustainability departments 85% T4%

or officers*

Carbon footprint of insurers (Scopes 1 & 2)*

0.17 milliont CO.e

0.17 milliont CO.e

Carbon footprint of insurers (Scope 3)*

0.17-0.29 million t COqe

0.20-0.33 million t

© GDV 2024

(
(

CO.e
Cancelled carbon credits 0.13tCO,e 0.26t CO.e
Distribution partners supported in achieving sustainability goals* - 51%
Percentage of women on management boards** 13.2% 15.6%
Percentage of top 60 insurers with no women on management 47% 33%

board**

tagesrepresent proportion of total gr

oremium income in Germz—‘.ﬂy:

Sourc GDV sustainability reports Aanagerinnen-Barometer (DIW Berlin (the German Institute for Economic Research) Survey on the representation
of women on management and executive boards as well as on supervisory and administrative boards of the largest companies in Germany)
Investments
2021 2022 2023

Percentage of assets managed based on ESG criteria 82% 88% 90%
Percentage of assets managed based on net zero targets - 85% 90%

of which with defined target pathways - 51% 70%
Percentage of sustainable investments (Article 2.17 SFDR) 4.5% 9.5% 8.6%
Percentage of green bonds 1.1% 1.5% 1.7%
Percentage of investment in renewable energy 0.7% 1.0% 1.2%

Carbon emissions of listed equities, corporate bonds
and real estate (since 2024)
Carbon footprint:

22 million t CO.e

71t COqge per€m

23 million t CO,e

79t COse per €m

20.5 milliont CO,e

61t CO,e per €m

Emissions avoided through investment in renewable energy

8.6 milliont CO,

9.2 milliont CO,

8.9 milliont CO,

Note: Percenta
Sources tment survey

2S rep'es:—)r‘t share of investments

nv
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Underwriting and insurance products

Market share of P&C insurers ... 2022 2023 2024
.. that consider negative impact of own operations in risk underwriting 59% 62% 60%
... with ESG review process in underwriting 33% 46% 44%
... with exclusions 68% 62% 60%
.. that engage in dialogue with policy holders 49% 49% 45%
.. that market products as sustainable 45% 51% 42%
.. that already rate their products as sustainable in accordance with 33% 43% 39%

the EU Taxonomy

... with sustainability as a criterion in claims management process 80% 81% T4%

Note: Percentages represent proportion of total gross premium income for property & casualty insurance in Germany
Sources: GDV sustainability reports



s -
O
O
-
d
(@
-
o
L=

-




11

“No more hot air... please!” says the UN Environment Programme in view of the ongoing

rise in carbon emissions. The signatories to the Paris Agreement have yet to close the
gap between talk and action. As before, particular responsibility falls to the G20 countries,
who cause three-quarters of emissions. To meet the agreed reduction targets by 2035,
emissions would need to fall by 7.5% per year from now onwards. The central policy
challenge consists of changing incentive structures in favour of sustainable business
models. At international level, this requires impetus from international climate and

nature conservation conferences. At European level, the to-do list includes consolidating
regulation and making it more efficient. Insurers will continue to work on unlocking their
sustainability potential and implementing their sustainability roadmap.

Climate change continues to advance and with its
sometimes devastating consequences is having an ever
greater impact on people’s everyday lives. In Europe,
for example, rising sea temperatures in the Mediterra-
nean are leading to more frequent and severe extreme
weather events including storms, heavy rainfall and
flooding. Yet when it comes to the necessary transfor-
mation steps, weak economic growth and high geopo-
litical risks are sowing uncertainty among policymak-
ers and market players. High energy costs are also plac-
ing governments under domestic pressure to maintain
resolute climate policies. One ray of hope in efforts to
mitigate climate change is the accelerated worldwide
growth of renewable energy capacity, as highlighted
by the International Energy Agency in its most recent
report. Clean technologies and infrastructure now ac-
count for two-thirds of global investment in the energy
sector. This serves as an example of how quickly mar-
kets and companies can drive the transformation for-
ward when climate and environment-friendly technol-
ogies and services are market-ready, competitive with
fossil options and socially accepted.

The two UN Conferences of the Parties (COPs) on bio-
diversity loss and climate change must provide further
impetus in order to push and support nation states in
developing strategies and specific and comprehensive
measures. Protecting biodiversity is particularly ur-
gent as the destruction of ecosystems continues un-
checked, threatening plant and animal species with
irreversible extinction. Good forest stewardship and
reforestation is one of the most cost-effective ways of
meeting a fifth of the emission targets for 2035 by us-
ing natural carbon sinks. Instead of pointing the finger
at individual countries, sectors and companies, what
isneeded is smart environmental and economic policy.

For alongside climate change, biodiversity loss direct-
ly threatens the foundations of our economy and soci-
ety. The World Economic Forum estimates that more
than half of global GDP - 44 trillion dollars — is mod-
erately to highly dependent on nature. Sectors such as
construction, agriculture and tourism are particularly
at risk, especially in developing countries.

1.1 Political and sectoral sustainability goals

Insurers are committed to the Paris climate goals and
the UN’s Sustainable Development Goals (SDGs). The
focus is on their contribution to limiting global warm-
ing (SDG 13). Insurers also expressly support the objec-
tives of the Green Deal, including the EU’s climate tar-
gets. The European Green Deal and Germany’s Climate
Change Act and Sustainable Development Strategy pro-
vide the policy framework for economic transforma-
tion. In their investment and underwriting decisions,
insurers also aim to safeguard the natural foundations
of human life and the economy, particularly with regard
to areas in need of protection and resource-intensive
economic activities.

Insurers play a central role because they are key en-
ablers: without the transformation - if temperatures
were to rise unchecked - they would no longer be able
in many cases to provide insurance against extreme
weather damage. At the same time, insurers help their
clients manage the transformation and adapt to the
unavoidable consequences of climate change. In 2021,
the German insurance industry formulated goals for
the entire insurance business model in its Sustainabil-
ity Positioning (updated 2023):


https://iea.blob.core.windows.net/assets/04f06925-a5f4-443d-8f1a-6daa31305aee/WorldEnergyOutlook2024.pdf
https://www.gdv.de/resource/blob/127794/6c143da1470f24c91e7ef4611435024c/en-nachhaltigkeitspositionierung-download-data.pdf
https://www.gdv.de/resource/blob/127794/6c143da1470f24c91e7ef4611435024c/en-nachhaltigkeitspositionierung-download-data.pdf
https://www.unep.org/resources/emissions-gap-report-2024
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Reduction of emissions in own business processes: as
a first step, insurers aim to reach net zero emissions
in their own business operations by 2025, at least in
Germany (in terms of self-generated and purchased
energy, referred to as Scope 1 and Scope 2 emissions).
By 2030, significant reductions are to be achieved in
the Scope 3 emissions from operating processes. In-
surers help their distribution partners achieve sus-
tainability goals.

Alignment of investments with the Paris climate goal:
Insurers aim to achieve net zero in their portfolios
by 2050 and visible reductions of the carbon foot-
print in their investments by as early as 2025. On
top of that, they plan to define specific interim tar-
gets. Guidance is provided here by the ambitious and
regularly revised Target Setting Protocol published
by the Net Zero Asset Owner Alliance (NZAOA). In
addition, insurers are basing their investment deci-
sions more than ever on environmental, social and
governance (ESG) factors.

Underwriting of risks: ESG factors and sustainabili-
ty goals of commercial clients, industry and agricul-
ture are also set to become increasingly important.
In the long run, insurers are not expected to add to
their portfolios any commercial and industrial risks
that negate the transition process towards a sustain-
able and climate-neutral economy. Specifically, this
would be the case if clients failed to make any sus-
tainability efforts of their own. Above all, insurers
need to support businesses on the way towards cli-
mate neutrality.

Insurers aim to promote sustainable conduct by cli-
ents and business partners through their products
and through damage rectification in a loss event.

Insurers provide transparency and support the dis-
semination of knowledge about addressing climate
risks and adapting to climate change.

Sustainable development cannot succeed without
considering the social dimension, as the UN’s sus-
tainability goals clearly show. In their role as employ-
ers, insurance companies owe social responsibility
for 206,800 employees (as of 31 December 2023). Pro-
moting diversity and equal opportunities as well as
raising the share of women in leadership positions
and governing bodies is an important part of sus-
tainable transformation and therefore also included
in insurers’ sustainability goals. The fact that more
than 90% of employees are paid according to col-
lective bargaining agreements makes for excellent

employment conditions in the insurance industry.
AGV (the German insurance industry employers’ as-
sociation) and Bildungswerk der Versicherer (BWYV,
a training organisation for the industry) publish im-
portant indicators on their websites, including the

development of employee numbers, employee turn-
over and initial and further training.

The European Green Deal has set climate and sustain-
ability goals and has provided a long-term strategic
framework for the transformation over the past five
years. To achieve those goals, the European Commis-
sion, European Parliament and member states in the
European Council have issued a large number of direc-
tives and regulations. In particular, the comprehensive
“Fit for 55” package will have an impact over the years
ahead. For example, the European Emissions Trad-
ing System, which has been adapted to the more am-
bitious climate targets, and the Carbon Border Adjust-
ment Mechanism will provide stronger price signals
for reducing carbon emissions in the next few years.

However important ambitious and decisive EU climate
policy may be, it can also have unintended side-effects.
Increasing regulatory density makes for less efficient
and less effective regulation as it raises the likelihood
of inconsistencies and duplication in requirements. It
also increases compliance costs for businesses, which
then have to pass on part of the costs to consumers or
postpone strategic projects. In some cases, national
governments have imposed additional requirements
when implementing EU directives. An important task
for European and national legislators in the coming
years will be to consolidate the existing legal frame-
work and make it more efficient. With this in mind, the
GDV also supports the European Commission’s goal of
reducing the burden of reporting obligations on busi-
nesses by 25%.

Arange of legal and regulatory requirements aim to pro-
mote sustainable finance. Numerous provisions appli-
cable to the insurance sector have been revised or add-
ed in the past year (November 2023 to October 2024) -
here is a selection:

The EU Corporate Sustainability Reporting Direc-
tive (CSRD) entered into force in 2023. It has yet to be
transposed into German law (as of November 2024).
The number of companies publishing sustainability
reports continues torise, and the insurance industry
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is no exception here. The first reports for the 2024 fi-
nancial year will be published in 2025.

Under the CSRD, sustainability reports must be pre-
pared in accordance with the uniform European Sus-
tainability Reporting Standards (ESRS). Cross-sec-
toral standards were issued in August 2023 with the
aim of comparability across important disclosures.
At the end of May 2024, the European Financial Re-
porting Advisory Group (EFRAG) published three
Implementation Guidelines on the application of
key parts of the new standards. EFRAG is working
on additional sectoral reporting standards for up to
40 different sectors.

The Sustainable Finance Disclosure Regulation
(SFDR) is under review. A consultation carried out
by the European Commission showed that its appli-
cability for companies and the information value of
the sustainability information for consumers need
to be improved. In addition, unclear requirements
increase the risk of greenwashing, or being accused
of it. The European Supervisory Authorities (ESAs)
have already presented proposals for amendments.
The initiative for continuing the process lies with
the European Commission.

The EU Taxonomy was supplemented by two del-
egated acts at the end of 2023 and now contains
screening criteria for the four remaining environ-
mental objectives contained in the Taxonomy. No
insurance-specific screening criteria are included
here. At the same time, the European Commission
clarified a number of rules on the disclosure obliga-
tions for P&C insurance. The fact that the rules were
published only shortly before companies were re-
quired to comply with them, together with complex
calculation rules, greatly increased the implemen-
tation burden on companies while simultaneously
limiting the information value of the disclosures for
the time being.

At the end of 2023, the European Parliament adopt-
ed the legislative package establishing the Europe-
an Single Access Point (ESAP). The purpose of the
ESAP is to make financial and sustainability data
on European companies available in digital form.
It is not expected to be operational until mid-2027
at the earliest. From then onwards, disclosures un-
der up to 16 directives and 19 regulations, including
the CSRD (from 2028) and Solvency II (from 2030),
will gradually be made digitally accessible. For in-
surers, the ESAP would already be welcome as a tool

for incorporating ESG factors into investment deci-
sions and engagement processes.

The EU Green Bond Standard entered into force in
December 2023 and is applicable from December
2024. In the second quarter of 2024, the European
Securities and Markets Authority (ESMA) published
a consultation paper on the Implementing Technical
Standards (ITS) with regard to the required involve-
ment of external reviewers and the composition of
reporting templates.

In February 2024, European legislators agreed on
new regulatory standards for ESG rating agencies.
The ESG Rating Regulation is intended to make the
methods used by rating agencies more transparent
and improve the reliability and quality of ESG rat-
ings. One gap in the legislation remains, however:
The new requirements do not apply to ESG data prod-
ucts and their providers.

Over the last two years, the ESAs have presented re-
ports and opinions on the subject of greenwashing
and sustainable financial products. Based on this
work, in an opinion published in summer 2024, the
European Insurance and Occupational Pensions Au-
thority (EIOPA) set out four principles on sustain-
ability claims. The requirements primarily relate to
endowment life insurance policies. EIOPA has an-
nounced that it will place a greater focus on non-
life products in the future. ESMA has additionally
published new guidelines specifying requirements
for fund names using sustainability-related terms.
Funds of this kind are offered in unit-linked life in-
surance products.

The Corporate Sustainability Due Diligence Direc-
tive (CSDDD) entered into force in July 2024. In the
case of financial undertakings, the requirements ap-
ply to the upstream parts of their activities but not
to their downstream business partners that receive
their products and services. The requirements are
to be implemented in three to five years depending
on the size of the company. It currently remains to
be seen how the new rules will dovetail with the al-
ready applicable requirements of the German Sup-
ply Chain Act.
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1.3 Report structure and sources

In their Sustainability Positioning, insurers have com-
mitted to providing transparency on their sustainabili-
ty activities (para. 23), which is also the purpose of this

sustainability report. The GDV also makes use of other
formats to promote transparency and dialogue:

- Since 2023, all interested parties have been able to
subscribe to the Sustainability News e-mail news-
letter, which provides information on a regular ba-
sis about current legislative developments, studies
and GDV position papers. The newsletter now has
over 1,000 subscribers (as of October 2024).

- TransVer Day gives insurers the chance to take stock
publicly and engage in dialogue with their stakehold-
ers. The motto of TransVer Day 2023 was “Knowl-
edge creates sustainability”. The 5,000-euro Trans-
Ver Award is conferred on an initiative or a project
that contributes to transformation in an impressive
way. In 2023, the award went to a Hamburg educa-
tion programme, CREACTIV fiir Klimagerechtigkeit
(“CREACTIVE for Climate Justice”). The programme
motivates young people to engage with the conse-
quences of climate change through artistic activities
and by exchanging with young artists from the Glob-
al South. Its aim is to make education for sustainable
development an integral, everyday part of school life.

- The report links the information to the goals of the
Sustainability Positioning in order to provide trans-
parency on the status of goal achievement. In addi-
tion to other external data, two surveys among GDV
member companies form a major part of the basis
for the report. The surveys were hosted on the GDV
members’ portal:

- A survey on investment allocation as of 31 Decem-
ber 2023.

- Asurvey on the topics of embedding sustainability
in business strategies and in companies’ own busi-
ness processes, sustainability reporting and the sus-
tainable alignment of property and casualty insur-
ance. The GDV sustainability survey took place from
19 June to 21 August 2024.

- Numerous players in the German insurance mar-
ket are corporates that make and implement strate-
gic decisions at group level. In such cases, a single
questionnaire could be completed for multiple in-
surance companies. Many insurance groups made
use of this option. On average, the responses to a
single questionnaire relate to 3.6 insurance compa-
nies. Unique identification numbers for each insurer
prevented companies from being represented more
than once. This approach led to a very high market
coverage. Based on a total of around 460 member
companies that were able to take part in the surveys,
the response rates were as follows (representing in-
surers of all sizes):

- Investment allocation survey: respondents account
for 90% of the total investment volume of primary
insurers.

- GDV sustainability survey: A total of 239 insurance
companies responded. Of these, 172 are primary in-
surers (excluding health insurers) generating 85% of
the gross premium income in the German market.
This includes 99 property & casualty (P&C) insur-
ers accounting for 87% of the market based on their
business line-specific gross premium income and 73
life insurers in the strict sense of the term account-
ing for 84% of the market based on their technical
provisions. Reinsurers, health insurers and holding
companies also took part in the survey.

Responses are presented in the aggregate, based on
the insurers’ respective market shares, i.e. the report-
ed datais weighted. The maximum achievable percent-
age score for a given question equals the combined mar-
ket share of all insurers answering that question in the
applicable market segment (85% for the industry as a
whole, 87% for P&C and 84% for life). No information
is available on the remainder up to 100%. While com-
panies with bigger market shares are overweighted in
this presentation, their larger market shares mean that
they have large numbers of customers and hence po-
tentially greater influence on sustainable development.
The GDV therefore considers this approach suitable for
illustrating market trends and providing transparency
on developments in the industry. Any differences in
presentation in individual sections of this report or in
extrapolations for the industry are marked accordingly.


https://www.gdv.de/gdv/service/gdv-newsletter
https://klimaretter.hamburg/english-site/
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Insurers are adapting to and preparing for climate change and the sustainable
transformation, adjusting their organisational structures and training their employees
in order to achieve their strategic sustainability goals. Policymakers, companies and
consumers need comparable and reliable information so that they can align their
actions to sustainability and net zero targets. Preparations for the new sustainability
reporting standards are in full swing and continue to be highly challenging in terms

of implementation.

The GDV Sustainability Positioning calls for the estab-
lishment of appropriate governance structures and op-
timised sustainability management (para. 7). In addi-
tion, insurers have committed to transparent report-
ing on their sustainability activities (para. 23). Insurers

support the aims of the new European requirements for
greater transparency on sustainability and are work-
ing to become more transparent themselves (para. 23).

The GDV has therefore once again gathered a lot of in-
formation about sustainability governance and trans-
parency from its member companies in this year’s sus-
tainability survey. Section 2.1 sheds light on insurers’
strategic positioning, while section 2.2 explains how
they have embedded sustainability in their business
organisation. The GDV also asked insurers about their
experience with the new CSRD reporting. The findings
are shown in section 2.3.%.

2.1 Strategy and goals

Sustainability is a strategic focus for the entire indus-
try. Almost all insurers participating in the survey (82%)
have adopted a sustainability or environmental, social
and governance (ESG) strategy that goes beyond risk
considerations alone. A further 3.4% of the market, pri-
marily smaller companies, plan to introduce a sustain-
ability strategy.

For 76% or the majority of the market, the most im-
portant driver of a company’s own sustainability
strategy is its own corporate management, followed

1 Asinthe previous year, 85% of the market (by gross premium income)
took part in the sustainability survey. The findings in this chapter relate in
each case to gross premium income as a percentage of the entire market,
which means that the maximum figure achievable is 85%, or, for the
specific lines of business, 87% in the case of property and casualty (P&C)
insurers and 84% based on the liability for remaining coverage in the case
of life insurers. No information is available on the remainder up to 100%.

Corporate Management and supervision/regulation as the most important drivers

of a company’s sustainability strategy

Figure 1- Stakeholders with the strongest influence on sustainability strategy (a maximum of three stakeholders could be stated),

figures in % of total gross premium income.

Corporate Management I 76
Supervision/regulation [ s
Shareholders [N e2

Own employees [N 26

Customers [ 16
Rating agencies [N 14
Competitors [ 12
GDV [ 5
Public/press/NGOs [ 2

Source: GDV
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Broad consideration of sustainability impacts

Figure 2 - Consideration of sustainability impacts by area; responses in % of the industry’s total gross premium income;

multiple answers possible; maximum possible: 85%

Investments [ 83
Own operations [T 19

Underwriting [ e0

In other ways [ 39

No negative impact [l 3

Source: GDV

by supervision/regulation at 56% and shareholders at
32% (figure 1). Other relevant stakeholders are a com-
pany’s own employees (26%), customers (16%), rating
agencies (14%) and competitors (12%).

Companies take a nuanced view of the influence of sus-
tainability finance regulation on their sustainability
strategy. More than half of the market (55%) consider
sustainable finance regulation to be both a help and a
hindrance. 15% consider regulation to help the imple-
mentation of their sustainability strategy, while 8% em-
phasise its hindering effect.

The companies believe that the influence of current
economic and political developments in recent years
has mainly led to gradual adjustments within their sus-
tainability strategy (34%). Around a quarter of the mar-
ket (27%) believe that economic and political develop-
ments have a positive impact on the implementation
of their sustainability strategy. A little over tenth of the
market (12%) see current economic and political devel-
opments as having an inhibiting effect on the imple-
mentation of their sustainability strategy, as they give
higher priority to other issues.

Preparation of transition plans (according to CSRD, NZAOA, etc.)

Figure 3 - Responses in % of the industry’s total gross premium income (in brackets: number of insurance companies);

maximum possible 85%, P&C: 87%; life: 84%

T, 5404
Yes, for all divisions I 17.5(6)
________________________________________KRI0

e 21049
Yes, for some divisions [IEEE—— 23.427)
I ——— 20.4 (16)

I, 22.5(10)
No, but preparation planned [INE— 22.8(42)
IRy 24.0 (34)

[ 2609
No, preparation not planned [N 5.1 (6)
| IOXYE)

[ 13,7 (30)
Not specified [N 18.1(18)

I 8.5 (12)

o Total e P&C e Life

Source: GDV
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Insurers not only look at their own risk exposure, but
also consider negative implications of their own busi-
ness activities for sustainability factors. Under the Cor-
porate Sustainability Reporting Directive (CSRD), al-
most the entire market will be legally required to re-
port on material sustainability factors from the 2025
financial year onwards (see also section 2.3). As in the
previous year, with very few exceptions, almost all in-
surers surveyed (83%) consider their own impact on
sustainability aspects when making investment deci-
sions (e.g. through ESG-based or industry-specific ex-
clusions or limits). The share of the market accounted
for by insurers that consider the sustainability impli-
cations of their own operations (e.g. in the selection
of service providers or energy sources) is 79% (previ-
ous year 81%). For the underwriting of insurance risks,
the figure fell slightly to 60% (previous year 62%). The
proportion of insurers that also consider sustainability
impacts in other ways rose to 39% (previous year 27%).
The market share of insurers that do not identify any
adverse impacts of their business activities on sustain-
ability factors is 3% (previous year 1%). As before, in-
surers select a multi-layered approach to addressing
the environmental, social and governance aspects of
sustainability.

To achieve the transition, almost half of the total mar-
ket (46%) are preparing transition plans to reach the
net zero target by 2050. A quarter of the market (25%)
consider all divisions and 21% some divisions. A fur-
ther 76 insurers accounting for 22% of the market plan
to prepare transition plans. Relatively large insurers

are more likely to prepare transition plans. According
to the survey, many small and medium-sized compa-
nies are also considering the preparation of transition
plans. Only a small proportion of the industry (2.6%)
do not plan to do so, while 14% did not say. There are
differences between the lines of business.

The vast majority of insurance companies already ad-
here to external sustainability standards on a voluntary
basis in order to reach their goals. These include the
Principles for Responsible Investments (PRI), the UN
Global Compact and the Principles for Sustainable In-
surance (PSI). This goes to show that there is no single
universally relevant market standard. In some cases, a
number of different standards are observed for different
areas of the insurance business. The breadth of applica-
tion of the various standards is covered in subsequent
chapters on the individual areas. With few exceptions,
the entire market applies at least one external standard.

2.2 Structures, methods and resources

As already noted in the reports published in 2021 to
2023, sustainability is a management responsibility.
Across the industry (85%), the entire senior manage-
ment team/C-level is responsible for implementing the
sustainability strategy. At 29% (previous year 15%), re-
sponsibility is more concentrated on the CEO. Asin the
previous year, additional members of senior manage-
ment (the CFO for 20% and the CRO and CCO for 19%
each) or a special committee (16%) are also involved in

Wide variety of methods used to identify sustainability factors

Figure 4 - Responses in % of the industry’s total gross premium income (in brackets: number of insurance companies);
multiple answers possible; maximum possible of which with defined milestones

Use of ESG tools or ESG data [ 84 (159)

Portfolio analyses [ 81 (144)

ESG due diligence on investment decisions I 80 (140)

Expert opinions I 68 (126)

Stakeholder interviews/dialogue - I 65 (115)

ESG due diligence in underwriting [ 59 (100)

Assessment of environmental data on climate risks [ 58 (86)

Sector analyses (e.g. heatmaps) I 57(69)

Assessment of environmental data on biodiversity risks [ 27 (66)

Source: GDV
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implementation. Only one of the surveyed companies
delegated implementation of the sustainability strate-
gy to a layer of the hierarchy below the top tier.

Almost all companies (85%, previous year 74%) now
have dedicated sustainability departments or officers
who coordinate the activities of the various divisions.
Most frequently (38%), these take the form of a staff
unit assigned to the management or executive board.
Some sustainability units are assigned to accounting
(14%), investments (12%), the CFO directly (9%) or com-
munications (7%).

Units that consider the impact of their own operations

on sustainability factors are included accordingly when

it comes to implementing sustainability strategies (see

figure 2). The integrated strategic approach is thus re-
flected in the involvement of numerous divisions. Sub-
sequent chapters of this report will explore the activi-
ties of those divisions in more detail. Many companies

also actively include additional functions such as HR,
IT, sales and marketing, risk management and com-
pliance, and in some cases all of these functions are

involved.

In terms of methodology, insurers employ a wide vari-
ety of approaches for managing sustainability factors
and their impacts (figure 4). Almost the entire market
uses ESG tools or ESG data (84%, previous year 82%),
portfolio analyses (81%, previous year 77%) and ESG
due diligence when making investment decisions (80%,
previous year 81%). Expert assessments are also wide-
spread (68%, previous year 67%). A number of meth-
ods that have been applied to a lesser extent in the past
are now being used much more frequently than in the
previous year. These include stakeholder surveys (65%,
previous year 49%), ESG due diligence in underwrit-
ing (59%, previous year 45%) and sector evaluations
and analyses (57%, previous year 36%). Environmen-
tal data relating to climate risks and biodiversity is as-
sessed by 58% (previous year 56%) and 27% of the mar-
ket respectively.

In their role as risk bearers and investors, insurance
companies have to proactively identify and assess the
physical and transition risks associated with climate
change. Sustainable finance also requires long-term
economic stability. Risk management requirements
have been increased accordingly. Since 2022, compa-
nies have been required to evaluate material climate
change risks based on scenario analyses that examine
possible developments by way of example. The find-
ings are intended to be taken into account in business
planning and business strategy and must be reported

to the Federal Financial Supervisory Authority (BaF-
in) in an Own Risk and Solvency Assessment (ORSA).
How insurers use scenario analyses for their risk
management was described in detail in the GDV Sus-
tainability Report 2023 (section 2.3, p. 20 et seq.).

Divisions involved in implementation
and specification of key performance
indicators (KPlIs)

Figure 5 - Responses in % of the industry’s total gross

premium income (in brackets: number of insurance companies);
multiple answers possible; maximum possible of which with
defined milestones
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Source: GDV
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Incentives for employees to achieve
sustainability goals

Figure 6 - Responses in % of the industry’s total gross premium
income; maximum possible: 85%

No,
but planned
™
No, and
Yes not planned
54% _21%
Source: GDV

To measure progress, over half of the market uses quan-
titative key performance indicators (KPIs) for sustain-
ability (figure 5) in cross-divisional functions such as

investments (68%) and in-house operations (58%). The

use of KPIs is somewhat less widespread in P&C insur-
ance (34-40%). KPIs are more frequently specified for
products in life insurance (59%) and less frequently in

underwriting (7%). Full coverage of all areas with KPIs

is not to be expected in the future either, in some cas-
es because no suitable indicators are available or data

gathering involves too much effort and expense.

Access to expertise for divisions covered

Companies are increasingly linking sustainability goals

to concrete incentives for their employees (figure 6). In-
surers accounting for 54% (previous year 40%) of the

market have implemented incentive schemes for their
employees. While a further 10% are considering the in-
troduction of incentive schemes, a little over a fifth of
the market so far has no plans to do so. As is to be ex-
pected, use is mostly made of monetary incentives in

the form of variable remuneration components linked

to agreed sustainability-related targets. These are not

always limited to senior management and executives,
but in some cases also apply to other parts of the work-
force. Some insurers also offer non-monetary incen-
tives, such as subsidised bike to work schemes, public

transport passes or electric or hybrid vehicles for senior
staff. Actively involving employees in the selection of
fundraising campaigns can provide additional motiva-
tion for supporting sustainability.

Figure 7 shows how companies ensure access to and
the accumulation of expertise. As before, the major-
ity of insurers use external tools (77%, previous year
82%) and invest in training their own staff (76%, previ-
ous year 83%). Moreover, companies representing 56%
of the market (question not included last year) expect
employees to further their knowledge on their own ini-
tiative, for example by means of specialist literature.
The recruitment of experts for corporate divisions con-
tinues to be important (42%, previous year 62%), but

Figure 7 - Responses in % of the industry’s total gross premium income; multiple answers possible; maximum possible: 85%

Use of external tools
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significantly less so than before. Companies are also
making far less frequent use of outside service provid-
ers (36%, previous year 58%), but are increasingly de-
ploying other measures (35%, previous year 14%).

The importance of training is underscored by a train-
ing survey by the AGV, the German insurance indus-
try employers’ association. Sustainability-related fur-
ther training is offered in all areas of expertise relevant
to people working in the insurance industry. The most
widespread topics are investment and risk assessment,
two areas that are directly relevant to the core business.
Overall, insurers invest an average of over EUR 2,000
per employee per year in in-house further training.

One issue that has attracted growing attention in the
public debate for some time now is greenwashing. In-
creasing disclosure and reporting obligations also make
greenwashing an increasing focus for supervisory au-
thorities. In summer 2024, for example, the European
Insurance and Occupational Pensions Authority (EIO-
PA) sent a feedback statement on greenwashing to the
European Commission. BaFin also refers to combating
greenwashing as a medium-term objective in its Sus-
tainable Finance Strategy. Advertising products with
sustainability-related claims and publishing sustain-
ability-related data may also involve legal risks. In its
decision of 27 June 2024, Germany’s Federal Court of
Justice ruled that a ‘climate-neutral’ claim in advertis-
ingwas misleading in certain circumstances and there-
fore unlawful. The defendant company had failed to
disclose that it had not in fact reduced its own carbon
emissions, but had merely used a service provider to
implement offsets. In addition to legal risks, compa-
nies also face individual reputational risks, which can
also have a negative impact on the reputation of trad-
ing partners or the industry as a whole.

In light of this, two thirds of the market have internal
processes for addressing greenwashing risk with re-
gard to information they provide and 45% with regard
to information from other sources (figure 8). A further
5% plan to set up internal processes for in-house infor-
mation and 19% for information from elsewhere. Only
a small proportion of the market do not plan to imple-
ment explicit processes to address greenwashing risk.

2.3 Transparency and sustainability reporting

The Corporate Sustainability Reporting Directive

(CSRD) marks the beginning of a new era in sustain-
ability reporting. Its aim is to increase market trans-
parency with valid and comparable sustainability infor-
mation. With this in mind, it has greatly increased the

range of companies that will have to submit reports in

future. The legally binding European Sustainability Re-
porting Standards (ESRSs) establish cross-sectoral re-
quirements and stipulate on the structure, content and

detail level of sustainability reports. An integral part
of the new reporting is materiality assessment, which

is used to determine which issues companies need to

report on. The assessment is based on the principle of
double materiality. In addition, CSRD reports are sub-
ject to mandatory external auditing.

Taken together, the CSRD and the ESRSs lay down
very detailed and extensive requirements that pres-
ent many insurers with major challenges. Depending
on the outcomes of their company-specific materiali-
ty assessment, companies subject to the reporting ob-
ligation state on the basis of their own estimates that
they must report on between 167 and 783 data points. In
the government draft of the CSRD Implementation Act,
the German federal government estimates the annual

Does your company have internal processes to address greenwashing risks?

Figure 8 - Responses in % of the industry’s total gross premium income; maximum possible: 85%
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Source: GDV

T 6 (104)
S

45 (49)
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https://www.eiopa.europa.eu/publications/eiopas-final-report-and-opinion-greenwashing-advice-european-commission_en
https://www.eiopa.europa.eu/publications/eiopas-final-report-and-opinion-greenwashing-advice-european-commission_en
https://www.bafin.de/EN/DieBaFin/Sustainable_Finance_Strategie/SF_Strategie_artikel_en.html;jsessionid=2C6C2239793619F715DA87545F4AE9B7.internet941
https://www.bafin.de/EN/DieBaFin/Sustainable_Finance_Strategie/SF_Strategie_artikel_en.html;jsessionid=2C6C2239793619F715DA87545F4AE9B7.internet941
https://www.bundesgerichtshof.de/SharedDocs/Pressemitteilungen/DE/2024/2024138.html
https://www.bmj.de/SharedDocs/Gesetzgebungsverfahren/DE/2024_CSRD_UmsG.html
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compliance costs at around EUR 1.6 billion per year for
the German economy, commencing in the 2028 finan-
cial year. Financial companies have significantly great-
er total assets and revenues than companies in the real

economy. As a result, some insurers with fewer than 100

employees are considered large companies under the

EU Accounting Directive and will be fully subject to the

CSRD from the 2025 financial year. At present, there are

hardly any proportionate exemptions for these small

and medium-sized insurers.

For the 2023 financial year, almost three quarters of
the German insurance market were already required to
publish a sustainability report under the Non-Finan-
cial Reporting Directive (NFRD), which has since ex-
pired. Under the NFRD, the report content was not stan-
dardised by law. Voluntary standards and good practice
approaches were developed to specify the report con-
tent (see also GDV Sustainability Report 2023, Chap-
ter 6, p. 53 onwards). Some of these were taken into ac-
count in the development of the ESRSs.

According to the GDV survey, almost three quarters of
the market (72%) will already have to report for the 2024
financial year in accordance with the CSRD (figure 9). A
further 14% state that they will come under the CSRD
from the 2025 financial year. GDV’s market analyses
indicate that from the 2025 financial year at the latest,
more than 99% of the market will be required to pub-
lish CSRD reports. As this requirement is generally met
at group level, the GDV expects that its member com-
panies will publish a total of 89 CSRD reports in 2026.

Confronted with this major challenge, many insurance
companies established structures and processes last
year to meet the new reporting requirements. The areas
responsible for this are frequently financial reporting
(52%) and sustainability (38%). Others (30%) include
compliance, investments and risk management. Just
under half of the market (49%) plan to publish an ad-
ditional sustainability report for marketing or corpo-
rate communication purposes. A little over a fifth of
the market (21%) do not plan to publish any addition-
al reports.

Most companies that are required to publish CSRD re-
ports for the 2024 financial year are already well ad-
vanced in their preparations. Almost half of the market
(45%) consider themselves well prepared. Just under a
third (30%) have set up a project group or workstream
for implementation. Only a very small number of com-
panies are in the process of conducting a preliminary
study or are at a very early stage.

From 2025, 99% of the market will be
covered by the CSRD

Figure 9 - Responses in % of the industry’s total gross premium

income; maximum possible: 85%
Reportable
from FY 2025

onwards
13%

Reportable
from FY 2024
onwards

T2%

Source: GDV

In light of this, insurers can now better assess whether
meeting the new reporting requirements will be readi-
ly achievable or challenging. The overall picture is var-
ied as in the previous year, albeit a little more positive.
Nevertheless, the survey shows that in the case of four
out of seven requirements (previous year six out of sev-
en), the CSRD continues to present in some cases ma-
jor challenges for the industry.

As in the previous year, companies see the most chal-
lenging requirement as being reporting along the val-
ue chain and identifying the most important elements
(60%, previous year 61%). All the same, 17% (up from
5%) now consider reporting along the value chain to be
readily achievable. Synchronicity with financial report-
ing also remains a challenge (40%, previous year 58%),
butis now seen as readily achievable by a good third of
the market (36%, previous year 6%). The only require-
ment that a larger proportion of the market consider
challenging compared to last year (39%, previous year
35%) is the external auditing of CSRD reports.

Responsibility for the preparation
of sustainability reports

Figure 10 - Responses in % of the industry’s total gross premium
income; multiple answers possible; maximum possible: 85%
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At the same time, significantly more companies (35%,
previous year 17%) consider the external auditing to
be doable. The standardised electronic reporting for-
mats (including tagging) remain a challenge for 38% of
the market (previous year 43%), although significantly
more companies (26%, previous year 3%) consider this
requirement to be readily achievable.

Three out of seven requirements (previous year one

out of seven) are now predominantly considered to be

readily achievable. These include materiality assess-
ment, meeting the reporting obligations under Article

8 of the Taxonomy Regulation and the review of report-
ing at group/individual company level. Nevertheless, a

quarter to a third of the market still see these require-
ments as challenging.

Although companies rate the situation slightly more
positively overall than in the previous year, CSRD im-
plementation remains challenging. In addition to the
continuous work in committees and working groups,

the GDV additionally engages in various activities to
support its members:

- Insummer 2023, the GDV provided its member com-
panies with non-binding guidance on designing a
process for company-specific materiality assessment.

- In early 2024, the GDV provided members with
non-binding guidance on an industry approach to
materiality assessment for the P&C segment. The
industry approach is intended to help insurers meet
the requirements in relation to materiality assess-
ment and identify relevant parts of the P&C value
chain.

- In April 2024, the GDV organised its second sympo-
sium on sustainability reporting to discuss regula-
tory challenges and practical application issues in
the implementation of the CSRD. Over 100 industry
experts took part.

Despite slight improvement, CSRD reporting requirements remain challenging

Figure 11 Responses in % of the industry’s total gross premium income; % change relative to previous year in brackets;
multiple answers possible; maximum possible: 85%; remainder up to 100%: no information provided
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Report and Taxonomy [ 26 (+23)

Regulation Article 8 disclosures

Perform materiaiity NN 3 (-19)
assessment [ 44 (+23)

Meet Taxonomy Regulation T 32(-12)
Article 8 reporting obligations I 46 (+21)

Review reporting at group/ I 25 (-4)
individual company level I s3(+28)

® Challenging @ Readily achievable

Source: GDV
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GDV reform proposals for more
efficient and proportionate
sustainability reporting

Implementation of the European Commis-
sion's target of reducing burdens associated
with reporting requirements by 25%; focus on
content that demonstrably contributes to the
transition to a sustainable economy

Review the necessity for sector-specific stan-
dards after evaluating the first CSRD reports
Make sustainability reporting more pro-
portionate, particularly for small and medi-
um-sized insurers
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The transformation of their own operations is a key element of insurers’ sustainability
strategies. While it offers less leverage than is the case with investments or underwriting,
the transformation of their own operations is something that companies generally have
direct control over. Changes are immediately visible and tangible, so they can have a
positive impact on employee and customer loyalty.

3.1 Carbon footprint and resource efficiency

By 2025, insurers aim to significantly reduce Scope 1
and Scope 2 emissions at their German locations and
offset their remaining emissions (with a target of net
zero emissions). The updated GDV Sustainability Po-
sitioning adds the goal of achieving significant reduc-
tions in indirect emissions (Scope 3) by 2030. This sec-
tion reports on the sector’s relevant emissions for its
own operations.

Asinthe previous year, data for 2023 was collected viaa
GDV survey of member companies. Like last year, 85%
of the market (by gross premium income) took part in
the survey. The findings in this section relate in each
case to gross premium income as a percentage of the
entire market.

Extrapolated to the industry as a whole, and applying
the market-based approach, insurers generated 167,000
tons of CO, equivalents (CO,e) in Scope 1 and Scope 2
in the 2023 reporting year (figure 12). Insurers’ emis-
sions thus remain at the reduced level seen in 2020
at the time of the COVID-19 pandemic. An analysis
of the individual components of Scope 1 and Scope 2
emissions shows where the insurance industry has in-
creased emissions and where it has reduced them. Mo-
bility emissions (mobile assets) increased by 26% com-
pared to the previous year. The number of kilometres
travelled increased by 37% across all means of transport
in 2023. Mobility in the insurance industry is now al-
most back to pre-Covid levels. The fact that Scope 1and
Scope 2 emissions are not higher despite these develop-
ments is due to the countervailing effect of purchased
electricity (-2%), purchased heat (-23%) and self-gen-
erated energy (-10%). Electricity consumption thus
fell further to 412 million kWh. Part of electricity con-
sumption shifted to remote working. The proportion
accounted for by green electricity increased slightly
to 93% (previous year: 89%). Despite a low level over-
all, there was likewise an increase from 0.5% to 0.8%
in the share represented by self-generated renewable

energy. The reduced heat emissions can be explained
by energy savings following last winter’s energy crisis.

Under the GHG protocol, indirect Scope 3 emissions re-
late to a wide variety of business processes (see fig. 13).
Last year, a GDV working group made methodological
preparations for data collection on Scope 3 emissions
in order to ensure comparability (see GDV leaflet, p. 6
et seq.). Examples of the most relevant categories in-
clude employee commuting, business air travel and
purchased goods and services (such as data centres).
The data submitted for the survey has better coverage
compared to the previous year but is still incomplete.
Few of the respondent companies are able to submit
data for all Scope 3 categories included in the survey.
Extrapolating Scope 3 continues to be a challenge.

Emissions from own operations have plateaued

Figure 12 - Carbon emissions from own operations in tonnes
(scope 1and 2 emissions)
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Source: GDV


https://ghgprotocol.org/
https://www.gdv.de/gdv/themen/nachhaltigkeit/indirekte-emissionen-geschaeftsprozesse-versicherer-176238
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Accounting for greenhouse gases in accordance with the GHG Protocol

Figure 13 - Emissions are divided into three categories according to causation

-

- Own energy generation Own fleet Air conditioning and cooling
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from home
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Other fuel and
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Source: Based on GHG protocol

Scope 3 emissions increased slightly compared to the
previous year (+14%) and amounted to 204 thousand
tonnes of CO, equivalents. In view of the challenging
data collection, a large safety margin of 123 thousand
tonnes of CO, equivalents has been added to the esti-
mate. The increase in Scope 3 is due to increased trav-
el and a slight improvement in the quality of the sub-
mitted data. Including the safety margin, the GDV esti-
mates total Scope 1-3 emissions at 494 thousand tonnes
of CO, equivalents (figure 14). Set against this are carbon

offset certificates for 263 thousand tonnes (previous
year 133 thousand tonnes) of CO, equivalents. Overall,
the sector’s imputed residual emissions have fallen this
year by 28% to 232 thousand tonnes of CO, equivalents.

Mobility in the form of employee commuting (35%) and
business travel (25%) causes the largest share of Scope 3
emissions (see figure 14). The portion accounted for
by purchased goods and services, such as outsourced
data centres and cloud computing, also increased this

Integrated analysis of emissions in companies’ own operations

in accordance with the GHG Protocol

Figure 14 - Scope 1-3 carbon emissions including carbon credits (2023)
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year to19% (previous year: 12%). Cloud emissions were
also recorded separately and depend heavily on the
company-specific cloudification strategy. Within pur-
chased goods and services, cloud emissions account
for between 1% and 70%. Some companies stated that
they planned to make greater use of outsourcing and
cloud computing instead of their own data centres as a
response to Germany’s Energy Efficiency Act. Asin the
previous year, there were not enough individual data
submissions on the categories “rented or leased assets”,
“capital goods” (including hardware/electronics) and
“upstream transportation and distribution”. It is there-
fore not possible to present these categories separately.

Mobility

Business trips and travel are almost back at pre-Covid

levels (figure 16). The number of journeys made by car,
the main mode of transport, has increased significantly
(+30%). Air and rail travel has also increased substan-
tially (+48% and +55%, respectively). Car and air travel

are the most relevant means of transport, as business

rail travel (usually using green electricity) is already
very low in emissions.

For the first time, the GDV has collected more details on
insurers’ company cars as the most important means
of transport. In terms of type of propulsion, combus-
tion engines account for 75% of the vehicle fleet, fol-
lowed by hybrid drives with 15%. All-electric compa-
ny cars make up a significant 10% of the fleet. By com-
parison, the share of all-electric cars in Germany as a
whole is 3% (source: Statista). Paralleling the growth

Kilometres travelled almost back to pre-Covid level

Commuting, business travel and
purchased services are the largest Scope 3
emission sources

Figure 15 - Composition of Scope 3 emissions
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Source: GDV

in the electric fleet, insurers are increasingly provid-
ing charging points for their employees. In a survey
item first included in 2023, the industry provides al-
most 1,300 charging points with a total nominal capac-
ity of 21 thousand kW. Charging infrastructure is an im-
portant element in the further electrification and de-
carbonisation of company car fleets.

Figure 16 - Development of kilometres travelled (in million), by means of transport
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Overview: insurers’ operational environmental management
Table 1 - Metrics refer to full-time equivalents (FTEs) or back office FTEs (BO FTEs)

Total
Metric Unit Type 2018 2019 2020 2021 2022 2023
Scope 1-2 market-based tCO,e Projected 204,941 208,518 166,287 169,806 169,331 167,120
Scope 1-2 market-based tCOye per FTE = Median 1.34 1.35 0.77 0.89 0.69 0.70
Scope 1-2 market-based tCO,e per FTE Mean 1.04 1.12 0.89 0.90 0.80 0.80
Scope 3 high case tCO.e Projected n/a n/a n/a n/a 286,298 327,250
Scope 3 low case tCO,e Projected n/a n/a n/a n/a 169,660 204,058
Electricity consumption  kwh per BO FTE Mean 3477 3524 3142 2880 2384 2176
Waste volume t per BOFTE Mean 0.24 0.22 0.20 0.17 0.14 0.14
Water consumption m3 per BOFTE Mean 14.39 13.99 11.42 9.24 8.54 9.09
Total paper consumption kg per BOFTE Mean 134 117 105 125 101 113
Car km per FTE Mean 2353 2136 1405 1469 1454 1930
Rail km per FTE Mean 632 716 193 129 382 591
Air km per FTE Mean 888 810 169 101 389 574

Total paper consumption increased slightly compared to

the previous year, to 113 kg per BO FTE. Water consump-
tion also increased slightly to an average of 9 m3 per FTE.
The volume of waste, on the other hand, has remained

constant. The GDV survey also included further envi-
ronmental indicators relating to insurers (see table 1).

Measures: Reduction

Asked about their top three fields of action for the re-
duction of carbon emissions, most insurers named the
vehicle fleet and business travel. The higher priority
given to this field of action comes in response to the
significant increase in travel and the associated car-
bon emissions. Energy efficiency (primarily in build-
ings other than IT data centres) came in second. Work-
place design and commuting took third place, as they
did last year. As in the previous year, resource manage-
ment and digitalisation ranked fourth (including paper,
water and waste together with IT data centres) and sus-
tainable energy sources came fifth.

The strategic focus is on mobility and energy efficien-
cy. These fields of action also harbour the greatest po-
tential for savings. As illustrated in figure 16, insurers
address the fields of action with a wide variety of dif-
ferent measures. For example, insurers have already
laid the foundations for the further electrification of
vehicle fleets by establishing their own charging sta-
tion infrastructure. Some companies allow employees
to charge their own cars and company cars for free. By
doing so, the companies concerned have managed to
increase the proportion of electric vehicles in the fleet

as a whole to up to 80%. In the energy efficiency field
of action, some companies focus on modernising office
buildings while others prefer relocating to more ener-
gy-efficient premises.

In addition to efforts and action within companies, im-
provements are also needed in the policy framework for
the mobility and buildings action areas. This includes

auniversal and sufficiently high carbon price to make

low-carbon technologies more competitive. Other key
enablers are a nationwide charging infrastructure, the

development of sustainable infrastructure and inex-
pensive green electricity.

Measures: Carbon offsetting almost doubled

For the current 2024 financial year, many insurers will
be required to disclose in their CSRD reports the car-
bon credits they use. The GDV sustainability survey
was based on the draft new reporting requirements re-
garding carbon credits that were available at the time.
As the survey findings show, many companies are al-
ready using carbon credits to achieve their net zero tar-
gets for Scopes 1 and 2. Some companies even offset
their entire Scope 3 emissions. In total, the use of car-
bon credits has nearly doubled compared to the pre-
vious year and amounts to 263,000 tonnes (previous
year 133,000 tonnes) of CO, equivalents (table 2). This
means that Scope 1 and 2 emissions from the compa-
nies’ own operations are already fully offset, and Scope
3 emissions are offset by 50% (see also figure 13). The
increase in cancelled carbon credits may be related to
the rise in business travel, as many companies offset
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Insurers pursue a multidimensional approach to carbon reduction

Figure 17 - Fields of action and measures possibly taken to reduce carbon emissions
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travel emissions. A broader base of data in connec-
tion with the implementation of the CSRD reporting

obligations may also be responsible for the increase in

reported carbon credits. Furthermore, high standards

are important in carbon offsetting in order to create a

high-quality market for the permanent removal of CO,e

from the atmosphere.

Support for distribution partners

The Sustainability Positioning stipulates that insur-
ers help their distribution partners reach sustainabili-
ty targets (para. 5). In November 2023, GDV published
Guidance on sustainability and insurance distribution.
The publication is intended for insurers’ distribution
functions. A list of measures illustrates how insurers
can help distribution partners make their own opera-
tions sustainable.

The GDV conducted an exploratory survey among its

member companies in early 2024. As the findings show,
many insurers already carry out a range of measures to

support their distribution partners. These mostly relate

to the social sustainability goal, followed by the gover-
nance and environmental goals. Many of the measures

are in the list of measures provided in the GDV guidance

on sustainability and insurance distribution. Examples

include establishing further training on sustainability
in distribution, emissions calculations, installing solar
panels and sourcing green electricity. The GDV intends

toinclude this topic in the annual sustainability survey
and in future to report in greater detail on the extent of
support provided to distribution partners.

3.2 Women in leadership und diversity

Asemployers, insurers are aware that diversity isan im-
portant driver of a company’s economic success, good
corporate culture and their own employer appeal. In
light of the large percentage of women in insurance
(49%) and the fact that they are underrepresented in
leadership and governance bodies (see table 3), the Ger-
man insurance industry employers’ association (Ar-
beitgeberverband der Versicherer; AGV) has contin-
ued its activities on the topic of “Women in Leader-
ship & Culture”.

The AGV industry advisory board made up of both male
and female board members and executives raises this
topic’s visibility across the industry and supports com-
panies in gradually raising the share of women, start-
ing from the top. Focal topics of the summer meeting
2024 were “HR Strategies in Times of Polycrisis” and
“Mental Health”.

- Every two years, the “Top-Management-Konferenz”
(conference of female top executives) brings togeth-
er the female leaders of the industry.

- “Fit for Leadership”, aleadership coaching initiative
for female candidates with potential, has featured
among the most important projects since 2017. With
the help of external service providers, a leadership
programme for female talents has been developed
to support companies lacking the capacity for diver-
sity programmes of their own.


https://www.gdv.de/gdv/themen/nachhaltigkeit/gdv-nachhaltigkeitsratgeber-fuer-den-vertrieb-157074
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- Digital formats such asINSURWOMEN@NETWORKS
and inspiring web talks with female board members
enhance visibility, provide encouragement through
role models and expand networks. This network for
female executives and career-minded women facil-
itates digital exchange on current professional and
personal topics that can help career advancement.

- The network of diversity officers founded in 2021
and made up of decision-makers from 23 companies
and corporate groups has continued the exchange of
good practices and current issues.

The GDV survey for this sustainability report shows that
151 insurers accounting for 57% of the market (previ-
ousyear 121 insurers accounting for 50% of the market)
have signed the “Charta der Vielfalt” (Diversity Charter).
As the increase compared to the previous year clearly
shows, social cohesion is a priority topic for the indus-
try. In the run-up to the European elections in June
2024, the GDV, together with many insurance compa-
nies and insurance associations, publicly called for par-
ticipation in the European elections under the hashtag
“#Demokratie versichert” (literally “democracy insures”,
although in German there is a wordplay between in-
suring and giving assurance). The GDV also issued a
publication highlighting the economic risks of popu-
list policies.

Although the number of companies undergoing the
“Career and Family” audit has increased to 90 (previ-
ous year 78), the percentage of the market they account
for has fallen to 31% (previous year 35%).

The wide-ranging efforts are having a positive effect
that is reflected in the numbers. In 2023, the percent-
age of women was 18.4% at management and executive

Development of the proportion of women by
senior management level in back office
Table2 -in %

SM1 SM 2 SM3 SM4
2016 10.6 21.3 30.3 26.5 25,5
2017 14.8 23.3 32.7 34.2 27,3
2020 17.5 25.0 35.1 39.2 29,2
2021 18.8 25.9 35.6 36.3 29,8
2022 21.9 26.9 36.4 38.5 29,8
2023 221 28.2 38.6 39.7 32,9

Status: 31. December each year

board level (previous year 15.6%; DIW-Managerinnen-
barometer [The German Institute for Economic Re-
search Survey on the representation of women on man-
agement and executive boards] and 22.1% in leadership

level 1 (previous year 21.9%; table 3). Women now ac-
count for about a third of back-office leadership levels

1to 4. In the interest of transparency and as a bench-
marKk for insurance companies, the AGV publishes cur-
rent statistics on the percentage of women in leader-
ship positions on its website.

According to the GDV IT survey, women make up 24%
of IT employees and 17% of IT senior managers. Wom-
en donotaccount for the same percentage in IT as they
do in the rest of the workforce. Possible reasons for this
include cross-cutting factors such as structural differ-
ences in occupational profiles and smaller percentag-
es of women in STEM degree programmes. Compara-
tively, insurance is on a par with the IT industry as a
whole. McKinsey, for example, estimates the percent-
age of women in IT across Europe at 22%.


https://www.gdv.de/gdv/themen/wirtschaft/populismus-wirtschaftsfaktor-studien-177072
https://www.gdv.de/gdv/themen/wirtschaft/populismus-wirtschaftsfaktor-studien-177072
https://www.mckinsey.com/capabilities/mckinsey-digital/our-insights/women-in-tech-the-best-bet-to-solve-europes-talent-shortage#/
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Insurers make a significant contribution to sustainable transformation through their
sizeable total investment volume of 1.9 trillion euros.

In their Sustainability Positioning, insurers have set
a net zero target for their portfolios by 2050. The up-
dated Sustainability Positioning states that insurers
will specify interim targets (para. 9 of the Positioning).
Insurers aim to take into account the influence their
investments have on safeguarding the environmental
foundations of human life and the economy, especial-
ly in areas of conservation value (para. 8). Further im-
portant objectives include a stronger alignment of in-
vestments with sustaina-bility policies (para. 10) and
supporting voluntary initiatives (para. 11). Voluntary
standards and building up expertise can provide orien-
tation and help insurers develop and implement sus-
tainability strategies.

This chapter provides an overview of the current state

of implementation of these objectives. The informa-
tion is based on a survey about the status of sustain-
ability in investments as of 31 December 2023 that was

responded to by primary insurers accounting for 90%

(previous year 85%) of the sector’s investment volume.
The high coverage level results in findings that are rep-
resentative of the market as a whole. Companies’ re-
sponses are included in the survey findings on a capi-
tal-weighted basis.

4.1 Emissions of German insurers

Insurers representing 90% of the sector’s investments
(previous year 90%) aim for net zero portfolios (figure 18).
The vast majority of them set a net zero target for 2050.
Additionally, 89% of insurers have set out explicit path-
ways to their net zero targets. The proportion of insur-
ers with explicit pathways for their net zero targets has
thus risen by almost 40 percentage points in the last two
years. In 2021, the share was still 51%; in 2022, it was 69%.

To measure progress, insurers need to know the car-
bon footprint of their investments. So far, carbon foot-
prints have primarily been available for publicly trad-
ed companies (equities and bonds). Methods for other
asset classes are currently under development. Look-
ing ahead, the transition plans of investment targets
are likely to become increasingly important in order
to infer decarbonisation pathways for portfolios and
better assess transition risks.

Vast majority set net zero target for 2050

Figure 18 - Date set for net zero target in %; relative weightings on
a market value basis
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84%

® Not specified 2040 2050

Source: GD

Carbon footprint overview

Table 3 - Investment volume, emissions and carbon
footprint in 2023

Investment Carbon emissions Carbon footprint

volume (in million (in CO,e/EUR
(in EUR billion) tonnes of CO.e) million)
Corporate 304 20.0 66
equities and
bonds
Real estate 29 0.5 16
Total 333 20.5 61

Positive trend in the carbon footprint,
2021to0 2023

Figure 19 - Figures in tons of CO,e per million euros invested
in corporate equities and bonds

. |
Carbon footprint for 71

corporate equities 79
d bond
and bonds 66

e 2021 2022 2023

Source: GDV
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The GDV has compiled a sector-wide carbon footprint
for insurers’ investments for the third time. This year,
for the first time, real estate investments were includ-
ed in addition to the carbon footprint for listed equi-
ties and corporate bonds. The total carbon footprint
is 61 tonnes of CO,e per million euros invested. In
addition, separate carbon footprints are shown for cor-
porate equities and bonds and for the real estate asset
class (see table 3) in order to be able to bring out dif-
ferences in developments and trends. The carbon foot-
print will continue to be subject to (market) fluctua-
tions in future years.

Insurers disclosed the carbon footprint for EUR 304 bil-
lion (previous year EUR 292 billion) in listed equities

and bonds and thus financed around 20 million tonnes

(previous year 23 million tonnes) of carbon emissions,
which is a decrease of around 13%. The carbon footprint
per million euros invested fell from 79 tons to 66 tons of
CO.e (carbon footprint in accordance with the EU Sus-
tainable Finance Disclosure Regulation; figure 19). The

decrease compared to 2022 is due to several factors. For
one thing, emissions in Germany fell by around 10% in

2023 compared to the previous year (source: Federal En-
vironment Agency 2024). Insurers can also be assumed

to have actively reallocated their portfolios.

The GDV bases its definition of “carbon footprint” on
that given in the Regulatory Technical Standards (RTS)
for the Sustainable Finance Disclosure Regulation
(SFDR). The metric reported by insurers in the GDV

Positive trend in sustainable investments

Figure 20 - Share of total investments in %; relative weightings on a
market value basis; multiple responses possible
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survey relates to publicly traded bonds and equities for
which carbon footprint data is available. Also, for rea-
sons of data availability, only Scopes 1 and 2 are includ-
ed. The GDV does not share the view of the European
Supervisory Authorities (ESAs) that the carbon foot-
print should be determined in relation to the total in-
vestment volume, a preference the ESAs stated during
the SFDR review consultation.2 Based on that calcula-
tion, the average carbon footprint of German primary
insurers would average just 22 tons of CO, equivalent

Calculation of the carbon footprint for the real estate asset class

For the purposes of its member surveys, the GDV uses
the definition below for the calculation of the portfolio
carbon footprint:

Based on this definition, insurers accounting for 42%
of investments submitted information about their real
estate portfolios to the GDV.

‘GHG emissions’ in real estate shall be calculated in accordance with the following formula:
For x ={1, 2, 3, Total}

n current value of investment
E in real estate asset;
= current value of real estate asset;

scope (x) GHG emissions generated
by real estate asset;(tCO,eq)

where n is the number of real estate assets in the investments

Source: Commission Delegated Regulation (EU) 2022/1288 of 6 April 2022, Annex | Table 2, indicator 18, scope 1and 2

(https://eur-lex.europa.eu/eli/reg_del/2022/1288/0j)


https://www.umweltbundesamt.de/en/press/pressinformation/climate-emissions-fall-101-per-cent-in-2023-biggest
https://www.umweltbundesamt.de/en/press/pressinformation/climate-emissions-fall-101-per-cent-in-2023-biggest
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(CO,e) per million euros invested. The GDV believes a
metric based on that calculation is not very meaning-
ful. Following the ESAs’ calculation, it would be possi-
ble to influence the carbon footprint simply by shifting
the allocation in favour of asset classes with a smaller
carbon footprint (such as sovereign bonds).

This year, the carbon footprint for real estate invest-
ments was calculated for the first time, based on the
Technical Regulatory Standards for the SFDR. For the
EUR 294 billion investment volume, the emissions
(Scope 1 and 2) amount to almost half a million tons of
CO.e. The carbon footprint for real estate is therefore
16.1tonnes of CO,e per million euros invested. This cal-
culation only relates to real estate operating emissions.
It does not include building construction and demoli-
tion and the related construction product emissions.

Some of the carbon emissions come from investments

in fossil activities. German insurers have invested a to-
tal of USD 3.5 billion in coal, oil and gas-related activi-
ties. This corresponds to less than 0.2% of their total in-
vestment. Broken down by activities, German insurers

invested USD 1.2 billion in coal. With regard to oil and

gas, they held interests amounting to USD 1.1 billion in

downstream activities and USD 2.4 billion in midstream

and upstream activities. Due to double counting, the

sum of the individual components exceeds the USD

3.5 billion investment total (source: Urgewald). Long-
term investors as they are, German insurers have prob-
ably held those investments in their portfolios for quite

some time. It is safe to assume that a significant share

of those insurers will have meanwhile defined and pub-
lished detailed exit pathways for their portfolios.

The most recent list (as of May 2024) published by the
NGO Urgewald lists financial undertakings that invest
in companies with coal, oil and gas-related activities.
Together with their foreign subsidiaries, the twelve Ger-
man insurers on the list invested a total of USD 27.5 bil-
lion in companies with coal, oil and gas-related activi-
ties. The majority (approximately 87%) of those invest-
ments in fossil activities relate to foreign subsidiaries.
Investments in coal amounted to USD 8.5 billion (pre-
vious year USD 6.8 billion), 25% higher than the previ-
ous year. The increase is due to a change in the defini-
tion of entities with coal-related activities. Compared
to the previous year, the threshold for companies with

2 ESA JC 2023 09 of 12 April 2023, sections 26-30.

Sustainability is an integral part of
insurers’ investments

Figure 21 Share of investments managed based on different
approaches in %; relative weightings on a market value basis;
multiple responses possible

78
T2

65

62
60 58 &g

42
37

Standards-based
screening

2023

Selection using
negative lists

2022

ESG integration
approach

e 2021

coal-related activities was reduced from 20% to 10%
of revenue. Investments in oil and gas for energy gen-
eration (downstream) total USD 10.2 billion (previous
year USD 10.1billion). Included for the first time in 2024,
investments in oil and gas expansion (upstream) and
transport (midstream) amount to USD 19.7 billion. Due
to double counting, the sum of the individual compo-
nents exceeds the USD 27.5 billion investment total.

The carbon footprint relating to Scope 1 and 2 emissions

is partly offset by a positive contribution from insurers’
portfolios. In 2023, insurers implemented 1,619 projects

(previous year: 1,556 projects) in the solar and wind en-
ergy sector. The attributable portion of the electricity
generated from such projects has increased to approxi-
mately 23.5 billion kWh (previous year 21.2 billion kWh),
corresponding to around 17% of the annual electrici-
ty consumption of all German households (2021: 138.6

billion kWh; source: Destatis). Based on the emissions

from Germany’s electricity mix, 8.9 million tonnes of
CO,e were avoided as a result (previous year 9.2 million

tonnes of CO,e). The slight decrease in avoided emis-
sions is due to the significant reduction in emissions to

380 grams of CO,e per kWh in 2023 (previous year 429

grams of CO,e per kWh; source: German Federal Envi-
ronment Agency).



https://investinginclimatechaos.org/data
https://www.destatis.de/DE/Themen/Gesellschaft-Umwelt/Umwelt/UGR/private-haushalte/Tabellen/stromverbrauch-haushalte.html
https://www.umweltbundesamt.de/themen/co2-emissionen-pro-kilowattstunde-strom-stiegen-in
https://www.umweltbundesamt.de/themen/co2-emissionen-pro-kilowattstunde-strom-2023
https://www.umweltbundesamt.de/themen/co2-emissionen-pro-kilowattstunde-strom-2023
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In the Sustainability Positioning, insurers have also
undertaken to base their investments more closely on
sustainability policies. This year’s survey of GDV mem-
bers showed that 89% (previous year 90%) of invest-
ments are managed according to sustainability crite-
ria. For 59% (previous year 56%) of their investments,
they make use of external ESG standards and ratings.
Proprietary approaches are used to manage 34% (pre-
vious year 44%).

There has been a slight decline in the prevalence of
methods and approaches to take sustainability aspects

into account in investment (figure 20). Insurers contin-
ue to use a variety of methods to implement their sus-
tainability and ESG strategies. The biggest share of in-
vestments is managed on the basis of negative or ex-
clusion lists (72%; previous year 78%) followed by stan-
dards-based screenings (60%; previous year 62%) and

ESG integration approaches (56%; previous year 58%).
Engagement approaches are used to manage 24% (pre-
vious year 22%) of investments. Far less use is made of
best-in-class strategies or positive lists.

The exclusion criteria used by companies show similar
coverage figures to last year:

Allinsurers with negative lists state that they exclude
the manufacture and sale of controversial weapons
(100% as in the previous year).

96% (previous year 95%) exclude investments in
companies earning a significant revenue share with
coal-related activities (exploration, extraction, pro-
cessing etc.).

Somewhat more insurers — 69% (previous year 61%)
- exclude companies with revenues from oil and tar
sands.

69% (previous year 68%) of respondents applied ex-
clusions based on human rights violations, while
67% (previous year 65%) explicitly excluded child
labour. Those are also categories that are included
in standards-based screenings and ESG integration
strategies that are likewise very widespread and in-
creasingly applied. These methods include, for in-
stance, that investments be based on the UN Global
Compact or on the achievement of minimum ESG
scores. It is not then absolutely necessary to specify
explicit exclusions.

The share of investments with an expressly positive
sustainability contribution has gone up year on year,
and the positive trend of recent years remains in-
tact (figure 20).

The share of green bond investments rose to 1.7%
(previous year 1.5%) and that of social bond invest-
ments to 0.8% (previous year 0.7%).

The share of investments in renewable energy sourc-
esincreased to1.2% in 2023 (previous year 1.0%). The

renewable energy investment volume rose by EUR 4

billion to around EUR 23 billion (previous year EUR
19 billion).

Insurers’ sustainable investments amount to
EUR 163 billion (by the definition in Article 2 (17) of
the EU Sustainable Finance Disclosure Regulation).
This therefore represents 8.6% of total investment
(previous year 9.5%). The definition of sustainable
investment in Article 2 (17) of the SFDR is open-end-
ed and is interpreted differently by some companies.
The slight fall in sustainable investments compared
to the previous year suggests that companies are ap-
plying a stricter interpretation. This is likely to im-
prove the information value of sustainable invest-
ment in the aggregate. A more precise definition of
this item in the SFDR would further enhance that
information value.

GDV reform proposals for more
sustainable investments

Better enabling conditions for investment

in sustainable infrastructure

More efficient and more consistent regulation
in sustainable finance

More streamlined and faster planning
procedures for the expansion of renewable
energy sources
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4.3 Supporting activities

Since 2021, the GDV has been a Supporting Partner of
the United Nations Principles for Responsible Invest-
ment and a member of the Net-Zero Asset Owner Alli-
ance (NZAOA). Many insurers now adhere to voluntary
standards and have joined initiatives to work togeth-
er on applying and building on expertise and method-
ological knowledge. According to the GDV sustainabil-
ity survey, insurance companies accounting for 78% of
the market have signed the Principles of Responsible
Investment. In addition, insurers accounting for 66%
of the market are members of the Net-Zero Asset Own-
er Alliance with clearly stated carbon reduction targets
and journeys.

The German Insurance Association (GDV) has taken

the lead in developing an ESG data catalogue togeth-
er with industry associations from the financial sector
and the real economy. The ESG data catalogue is a vol-
untary standard for large companies that harmonises

and simplifies data retrieval. It aims to reduce the bur-
den on business partners of insurers and banks. Insur-
ers need standardised ESG data to meet their own re-
porting obligations and integrate ESG criteria into their
investment and underwriting.

The GDV also provides information and material that
members can use to develop their own sustainabili-
ty strategies and employ in their investment decision

processes. Among other things, this includes an over-
view of relevant UN conventions as non-binding guid-
ance for future exclusions and a non-binding question-
naire for the granting of corporate loans that incorpo-
rates sustainability factors. In addition, webinars and

workshops for GDV members have been held on topics

such as taxonomy, disclosure, carbon footprint and bio-
diversity. External experts from service providers, aca-
demia and civil society were also brought in for the as-
sociation’s events.

The German Insurance Association (DVfVW) is fund-
ing aresearch project at Technische Universitdt Braun-
schweig, “Bertiicksichtigung von Nachhaltigkeit in der
Kapitalanlage und Portfoliooptimierung in Solven-
cy II-regulierten Versicherungsunternehmen” (Con-
sidering Sustainability in Investments and Portfolio
Optimisation in Insurance Companies Regulated by
Solvency II).


https://www.gdv.de/gdv/medien/medieninformationen/esg-datenkatalog-fuer-grossunternehmen-versicherer-banken-180690

Underwrltmg and

msurance products
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Dealing with and hedging risks is the core business of insurance. Insurers continue to
address the challenge of integrating effective sustainability aspects. Property & casualty
(P&C) insurers contribute significantly to the transformation, both through their product
design and premium structure as well as through more-sustainable claims management.
Life insurance policies with ESG features offer customers access to sustainable

investments.

Germany’s insurers support businesses on their way to
climate neutrality in order to reach the goals of the Par-
is Climate Agreement. One of the goals under the GDV
Sustainability Positioning is for ESG criteria to be incor-
porated into insurers’ underwriting by 2025 (para. 15).
In the long term, insurers will not take on commercial
and industrial risks that negate the transformation pro-
cess towards a sustainable and climate-neutral econ-
omy (para. 16). Innovative insurance terms and condi-
tions and the integration of sustainability criteria into
claims management are also intended to support retail
and business customers in the transformation process
(para. 21). Safeguarding biodiversity as the foundation
of human life and the economy is intended to play a
more central role when underwriting risks and in com-
munication with policy holders (paras. 16 and 17 of the
GDV Sustainability Positioning).

This chapter reports on the status of target achievement
in the areas of underwriting and insurance products.
It is based on the GDV sustainability survey? and oth-
er data sources. Section 5.1 presents the strategies and
methods of P&C insurers. Sections 5.1.1 and 5.1.2 show
developments in the provision of sustainable products
and in claims management. Section 5.1.3 looks at pro-
tection against natural hazards and at climate change
adaptation. Section 5.2 addresses current develop-
ments in life insurance.

5.1 Property & casualty (P&C) insurance

Sustainability is firmly embedded in the goals, struc-
tures and processes of P&C insurers. Almost the entire
P&C insurance submarket (84%; previous year: 82%)
has adopted sustainability strategies that go beyond

3 Asin previous years, participation in the GDV survey was very
strong. 87% of the P&C market segment by gross premium
income took part. The survey findings are reported as shares of
business line-specific gross premium income, with 87% the maximum
possible. No information is available on the remaining 13%.

the analysis of sustainability risks. Approximately 80%
of the P&C insurance market incorporates underwrit-
ing, commercial/industrial/agricultural products and
retail products in the implementation of sustainability
strategies (chapter 2, figure 5). Changing economic and
political conditions have led the P&C insurance mar-
ket to shift priorities at the expense of sustainability ef-
forts more quickly than the market as a whole (19% of
the P&C insurance market versus 12% of the market as
a whole). As in the market as a whole, the general con-
ditions have led in the majority of cases to adjustments
within the strategy (37% to 34%).

The market segments also differ regarding the impact of
regulatory developments. In greater numbers than the
market as a whole, property & casualty (P&C) insurers
consider the impacts of regulation to go both ways - that
they help and hinder sustainability strategies and their
implementation to an equal extent (66%, compared to
55% of the whole market). Only 5%, compared to 15% in
the overall market, stated that regulatory developments
facilitate the implementation of sustainability strategies.

Insurance cover is an important element for a success-
ful transformation. It helps business and retail custom-
ersto avoid massive losses on investments and to make

returns on investment more predictable. As in the pre-
vious year, P&C insurers place their strategic focus (fig-
ure 22) on the transformation areas of energy-efficient
buildings (67%), mobility (65%) and energy (64%). While

the market coverage figures remained at the same level

asin the previous year, there was a slight increase in the

number of SME insurers with a strategic focus on these

three transformation areas. 50% of the P&C insurance

market is geared towards developing solutions for cli-
mate change adaptation (previous year 53%). The circu-
lar economy has increased in importance for the third

year in succession and now stands at 38% (previous year
31%). Biodiversity and nature-based solutions are on an

opposite trend. Only 14% of the P&C insurance market
have this topic as a business focus.
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Figure 23 shows the approaches and methods applied by
insurers to promote sustainable development through

their underwriting. As in the previous year, underwrit-
ingthe risks of innovative business models ranked first
(68%, previous year 74%). When it comes to underwrit-
ing new business models, little or no information tends

to be available on claims development. Working togeth-
er with their customers, insurers gather data and ex-
perience on the risks and develop suitable prevention

strategies. In this way, insurers help innovations reach

market maturity and ensure that they can be safely used

in the future. Examples include constructing and con-
necting offshore wind farms, hydrogen infrastructure

and rooftop solar installations to promote the energy
transition. Electric mobility, shared mobility and in-
suring battery storage systems also play an important
role for the insurers surveyed.

A second major approach to promoting the sustainable

transformation involves the exclusion of commercial

and industrial risks that run contrary to insurers’ long-
term sustainability goals. Similar to the previous year,
almost two thirds of the P&C insurance market (previ-
ous year 62%) specify exclusion criteria. The number of
insurers applying exclusions has also risen to 59 (previ-
ous year 48 insurers). A further 6% of the market plan

to introduce exclusion criteria.

- 65% of the P&C insurance market (previous year
62%) specify exclusions for coal-related activities.
The same percentage apply exclusions for oil and
other fossil fuels (previous year 61%).

- 60% of the P&C insurance market (previous year
62%) specify exclusions for the manufacture and
sale of controversial weapons.

Transformation areas are part of the strategic direction

Figure 22 - Responses in % of the P&C insurance market; multiple responses possible, maximum values 2022: 92%,

2023 and 2024: 87%; no data on the remaining share to reach 100%
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Approaches and methods to promote sustainable development in underwriting

Figure 23 - Responses in % of the P&C insurance market; multiple responses possible, maximum values 2022: 92%,
2023 and 2024: 87%; no data on the remaining share to reach 100%
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- 58% and 60% of the P&C insurance market, respec-
tively, explicitly exclude child labour and labour/hu-
man rights violations. These exclusions are primari-
ly relevant for companies operating internationally.

- A good third of the P&C insurance market (36%; pre-
vious year 42%) specify exclusions for activities that
lead to the degradation of forests or endanger other
important ecosystems.

In addition to exclusions, engagement with insurance
customers has become standard practice in under-
writing. Insurers accounting for almost half the mar-
ket (45%) seek in this way to support customers in the
sustainable transformation. A further 14% have plans
to do so in the future.

Many P&C insurers review companies for environmen-
tal, social and governance (ESG) criteria before under-
writing the companies’ risks (figure 23). However, the

share of the market accounted for by P&C insurers with

an ESG review process has fallen slightly to 44% (previ-
ousyear 46%).30% of the P&C insurance market plan to

introduce an ESG review process. Only 5% of the P&C in-
surance market (previous year 12%) state that they will

not apply ESG review processes in the future.

Social aspects and business practices continue to play
aslightly larger role than environmental criteria in ESG
reviews:

- The most commonly reviewed aspects are respect
for human rights (39%; previous year 37%), workers’
rights as defined in the Global Compact (33%; pre-
vious year 36%) and controversial business practic-
es (32%; previous year 31%). Review for controver-
sial weapons also plays a major role, at 39% (previ-
ous year 42%).

- Slightly less frequently reviewed issues include an-
imal welfare (26%; previous year 29%), nature con-
servation (31%; previous year: 28%) and alignment
with the Paris climate goals (28%; previous year 27%).

- With the exception of one insurer with an ESG audit,
all rely on in-house data. In addition to that, many
carry out internet research (35%). Geographic infor-
mation systems also play an important role (32%).
The use of ESG ratings has continued to increase
compared to the previous year (26%; previous year
22%). More frequent use is made of proprietary ques-
tionnaires for brokers or applicants (12% each; previ-
ous year 5%). In addition, a number of insurers con-
sult NGO databases and scientific reports.
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Implementation of ESG review
processes in underwriting

Figure 24 - Responses in % of the P&C insurance market; multi-
ple responses possible; maximum values 2023 and 2024: 87%; no
data on the remaining share to reach 100%
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A third of the market (33%) have specified targets for
the reduction of insured emissions. Operationalising
this is a major challenge for many companies as data
availability is even more patchy here than in the case
of investments. Nevertheless, 13% of the market plans
to set a target of this kind in the future.

Supporting activities

The industry also adheres to external standards in in-
surance activities and builds knowledge and method-
ological expertise in voluntary initiatives. 29 P&C insur-
ers accounting for 53% of the market have now signed
the Principles for Sustainable Insurance (PSI). GDV has
been a PSI Supporting Institution since 2021.

The United Nations Environment Programme (UNEP)
launched the Forum for Insurance Transition to Net
Zero (FIT) this year to support the insurance indus-
try’s transition to a carbon-neutral economy. A new
institutional structure is designed to address compe-
tition-law concerns raised about the previous initia-
tive, the Net-Zero Insurance Alliance (NZIA). The work
of the initiative is supported by two advisory boards
made up of insurance supervisors, academics and civ-
il society representatives. In addition, a standing legal
counsel has been appointed. So far, one insurer oper-
ating in Germany participates in FIT.

5.1.1 Products and insurance terms
and conditions

P&C insurance has considerable leverage for sustain-
able transformation. In 2023, P&C insurers paid out 66
billion euros in claims settlement. The segments with
the highest payments were vehicle insurance with 30

billion euros, property insurance with 20.7 billion eu-
ros and general liability insurance with 5.3 billion eu-
ros. Insurance products and damage rectification pro-
cesses can be designed in such a way that they support
sustainable changes in business and society.

Products

A clear definition of what constitutes “sustainable” non-
life insurance products has so far been lacking. In its

final report on greenwashing of 4 June 2024, the Euro-
pean Insurance and Occupational Pensions Authority
(EIOPA) reports on potential sustainability features of
non-life insurance products that can be identified in

market practices:

- Underwriting of Taxonomy-aligned
economic activities

- Incentives for policyholders to
support sustainable conduct

- Particularly sustainable claims management
or particularly sustainable services

- Giving a proportion of the insurance
premium to charity

However, EIOPA does not provide a view as to whether
this list should be considered as constituting sustain-
ability features.

In the GDV survey for the sustainability report, P&C
insurers were once again asked whether they market
products as sustainable. According to the responses,
insurers that market products as sustainable account
for 42% of the market. This figure has fallen by almost
ten percentage points year-on-year (previous year 51%).
Whereas 32% were still planning such a product range
last year, the figure is now only 26%. The percentage
of insurers that do not envision marketing products or
product components as “sustainable” has increased
from 3% to 19%.

One explanation for the somewhat more defensive ap-
proach of insurers in marketing insurance products
with sustainability features may be stricter require-
ments for the transparency and verifiability of envi-
ronmental claims. The dynamic evolution of the regu-
latory environment also makes it harder to assess the
legal and reputational risks around greenwashing (see
chapter 2). Quite possibly, some insurers refrain from
marketing sustainable products or product features be-
cause they believe the rewards to be less than the risks.

Insurers nevertheless continue to work on embedding
sustainability features into their products (figure 25):


https://www.eiopa.europa.eu/document/download/c5d52866-1c3f-4913-9e20-5a5f40135efa_en?filename=Final%20Report%20-%20EIOPA%20advice%20to%20the%20European%20Commission%20on%20greenwashing.pdf

© GDV 2024

Promotion of social sustainability

45 SUSTAINABILITY REPORT 2024

Implementation of products with sustainability features

Figure 25 - Responses in % of the P&C insurance market; multiple responses possible, maximum values 2023 and 2024: 87%;
no data on the remaining share to reach 100%
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- For 55% of the market, as in the previous year, prod-

ucts of this kind involve particularly sustainable

forms of claims settlement that go beyond legal re-
quirements such as energy-efficient devices or tech-
nologies, renewable materials, additional benefits for
repair over replace, etc. For 47% (previous year 53%),
particularly sustainable services or repairs constitute

sustainable insurance products.

The percentage of the market offering premium re-
bates for sustainable conduct on the part of policy-
holders has increased slightly to 44% (previous year
41%).

The proportion of insurers that consider sustainable
investment an element of sustainable products is
unaltered at 34%. In 2023, P&C insurers had around
205 billion euros worth of assets under management
(AUM) serving to safeguard the payment of insur-
ance benefits.

Advice on sustainable solutions has become less im-
portant this year. The percentage of the market fell

to 28%, following a significant increase last year (pre-
vious year 41%).

- Asked for the first time whether social sustainabili-
ty aspects are specifically encouraged among policy-
holders (e.g. in the form of volunteering on the part
of policyholders), 24% of the P&C insurance market
answered in the affirmative.

—» Sustainability certificates, labels or similar are still
not very widespread, at 10% of the market.

- Itisonce again noticeably less common for insurers
to contribute for each policy to environmental proj-
ects (19%; previous year 26%) or social projects (5%;
previous year 9%).

Insurance terms and conditions

Insurers aim to expand their range of sustainable in-
surance products. This includes innovative insurance
terms and conditions and business approaches (para.
21 of the Sustainability Positioning). In the medium to
long term, innovative insurance terms and conditions
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can contribute to sustainable changes in both business
and society. New terms and conditions generally only
apply to new contracts or on contract amendment. In
some cases, they go hand in hand with an increase in
insurance premiums as sustainable alternatives can
be more expensive than the conventional way. Some-
times, however, they come with an increased scope of
insurance cover.

Within the GDV, multiple working groups are constant-
ly developing non-binding model clauses, provisions
and guidelines for sustainable product features. Insur-
ers often use these as a basis or source of ideas for prod-
uct development. Here are a few examples:

- Inclusion of balcony solar systems in terms and con-

ditions for household contents and homeowners in-

surance. These are used by 50% of the market in the
case of homeowners insurance and no less than 64%
in the case of household contents insurance.

- 45% use model clauses for homeowners insurance
policies covering the additional cost of the use of
eco-friendly building materials

- 37% use model clauses for homeowners insurance
policies covering the additional cost of sustainable
construction features (such as green roofs or recon-
structing a solar installation) in a loss event.

- 16% of the market use model clauses for homeown-
ers insurance policies that cover the additional cost
of energy consulting.

- 47% of the P&C insurance market use model claus-
es for household contents insurance that meet the
additional cost of new household appliances in the
highest energy efficiency class. In addition, 37% use
a model clause enabling resource-efficient repairs
in a loss event.

- 67% of the market makes use of a bicycle theft clause
developed for household contents insurance.

- 42% use amodule relating to the German General Act
on Equal Treatment ("AGG module” after the act’s
abbreviated title in German) in the model terms
and conditions for business and professional liabil-
ity insurance.

- 33% make use of the supplementary module on re-
newable energy developed for personal liability
insurance.

- 32% of the market use a model clause for personal
liability insurance supporting repairs of damaged

property.

- Thisyear, the GDV published non-binding Guidance
on applying “build back better” in homeowners in-
surance (see also section 5.1.3).

5.1.2 Claims Settling

Insurers can structure claims settling in such a way that
they support sustainable changes in business and soci-
ety, for example by having service providers and trade

contractors take sustainability aspects into account.
While the share of the market accounted for by P&C

insurers with sustainability criteria in their claims set-
tlement processes has gone down (74%; previous year
81%), the prevalence of specific approaches and poli-
cies within the market has remained the same or even

increased (figure 26):

- Reduced travel: to cut down on business travel, 80%
(previous year 76%) of insurers implement digitalisa-
tion (e.g. for expert opinions or claims settlement)
and regional providers (67%, previous year 65%).

- Sustainable replacement: Once again, significantly
greater focus is placed on energy-efficient replace-
ment, with 74% (previous year 63%) considering this
important. “Green for old” - replacement or damage
rectification aligned with climate change mitigation,
as with the use of reduced-carbon or nature-friendly
materials, or net zero technologies — is important to
24%. Companies were surveyed on this for the first
time this year.

- Resilient replacement: The most sustainable ap-
proach is to avoid or at least minimise damage. 34%
of the P&C insurance market now attach impor-
tance to replacement or damage rectification adapt-
ed to climate change (e.g. hail-resistant insulation,
structural precautions for heightened risk of natural
hazards and similar measures in line with the GDV

“Build back better” guidelines — see under 5.2.3). The
figure last year was only 13%.

- Circular economy: As in the previous year, 71% of in-
surers prefer repair over replace. The share of P&C
insurers that support recycling instead of disposing
of damaged or destroyed items rose once again, from
37% of the market to 46%. The percentage of P&C
insurers offering policyholders incentives to accept
more sustainable alternatives — such as used parts


https://www.gdv.de/gdv/medien/medieninformationen/neue-musterbedingungen-balkonkraftwerke-kuenftig-ueber-die-hausratpolice-versichert-157730
https://www.gdv.de/gdv/medien/medieninformationen/neue-musterbedingungen-balkonkraftwerke-kuenftig-ueber-die-hausratpolice-versichert-157730
https://www.gdv.de/gdv/medien/medieninformationen/neue-musterbedingungen-balkonkraftwerke-kuenftig-ueber-die-hausratpolice-versichert-157730
https://www.gdv.de/resource/blob/181326/05a2996640fca365e3c6c94029c1a942/leitfaden-build-back-better--data.pdf
https://www.gdv.de/resource/blob/181326/05a2996640fca365e3c6c94029c1a942/leitfaden-build-back-better--data.pdf
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Sustainability concepts in claims settlement

Figure 26 - Responses in % of the P&C insurance market; multiple responses possible, maximum values 2022: 92%, 2023 and 2024
87%; no data on the remaining share to reach 100%
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for repairs — has also increased significantly again - Innovation: Promoting “sustainable innovations” in

(44%, previous year 35%). However, when weighing damage rectification is a central aim of 27% (previ-

sustainability against cost-effectiveness, as insurers ous year 20%).

invariably must, repairs still frequently prove to be

more costly than replacement with new productsor  In claims settlement, many insurers work closely to-

new parts, for example because they involve more  gether with service providers and trade contractors.

work or because sourcing spare parts is difficult or = 63% of the market now consider sustainability when

takes alongtime. In other cases, there arestandards  selecting service providers and trade contractors#; 11%

and laws that require parts to be fully replaced even  plan to do so in the future. Key factors for insurers are

if they are only slightly damaged. good management on the part of the contractors (60%)
and good conditions for employees (56%). The follow-

- Protecting the environment: 57% (previous year 50%)  ing environmental aspects are central:

now promote resource efficiency, while 8% (previ-

ous year 7%) consider conserving biodiversity to be

of central importance. 11% of the market (previous

year 7%) offset the carbon emissions associated with

aclaim. 4 Unlike in 2022, but as in the previous year, contracted
service providers and those affiliated to an insurer’s corporate
group were covered together in the questionnaire. It is
therefore not possible to compare here with 2022.
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- At 63%, regional focus has significantly increased
(previous year 45%).

- Significantly more also pay attention to economi-
cal resource use (59%; previous year 33%), general-
ly sustainable repair methods (58%; previous year
43%) and exemplary environmental standards (55%;
previous year 33%).

- Waste avoidance, waste management and recycling
measures now play a role for 44% (previous year 27%).

- The share of the market accounted for by insurers
that prioritise the avoidance of greenhouse gases
and emissions when selecting service providers and
contractors (e.g. in terms of carbon footprint or by
avoiding leaks, for example when installing heat-
ing/air conditioning) has more than doubled from
20% to 42%.

- Aservice provider’s vehicle fleet plays a role for 37%
(previous year 29%), while the energy efficiency of
the equipment pool is important for 35% (previous
year 26%).

- More and more insurers consider it important that
restoration firms promote the circular economy: 33%
ensure, among other things, that durable, recyclable
or easily dismantled materials are used in damage
rectification (previous year 21%). However, there is
still a reluctance to deploy used or reconditioned
parts instead of new parts (unchanged at 20%).

- The percentage of the market represented by insur-
ers who request sustainability policies from service
providers or even go so far as to look for sustainabil-
ity certification has fallen slightly to 33% (previous
year 38%).

Certification for sustainable

restoration companies

A clear definition of what constitutes sustainability
in restoration practices has so far been lacking. This
gap has been closed by a new set of guidelines, “Nach-
haltigkeitsziele fiir die Sanierung von Schiden in der
Sachversicherung, Kriterienkatalog des GDV” (“Sus-
tainability goals for the restoration of damage in prop-
erty and casualty insurance, GDV criteria catalogue”,
VdS 6038). VdS 6038 is a non-binding industry stan-
dard that is intended to contribute to greater trans-
parency and provide guidance for both insurers and
restoration companies. The restoration industry was
closely involved through the restoration and environ-
ment industry association, Fachverband Sanierung und

Umwelt eV. (FSU). A public consultation on the guide-
lines was held from October 2024 for broader stake-
holder involvement.

VdS 6038 together with the guidelines “VdS-Nach-
haltigkeitsmanagement” (“VdS Sustainability Man-
agement”, VdS 6037) also constitute the basis for the
certification of sustainable restoration companies by
VdS Schadenverhiitung GmbH. Certification can en-
hance the reputation and effectiveness of restoration
companies with regard to sustainability. This makes it
easier for insurance companies to select and cooper-
ate with sustainable restoration companies. Howevetr,
certification in accordance with VdS 6038 can also be
obtained on the basis of another recognised standard
and from other accredited certifiers.

5.1.3 Climate change adaptation and
insurance against natural hazards

Insurers support the economy and society in mitigating
climate change and dealing with its unavoidable con-
sequences. They provide insurance against the finan-
cial consequences of climate change that has already
occurred, for example by insuring against increasing
extreme weather events (para. 20 of the Sustainability
Positioning). Insurers help commercial policyholders
to better assess physical and transitory climate risks
(para. 2). In addition, insurers provide information on
the risks of extreme weather events and natural disas-
ters, thereby raising public awareness of the risks and
supporting climate research (para. 24).

Natural hazards insurance

Insurers in Germany have been insuring against natu-
ral hazards for decades, and in 50 years they have paid
out more than 200 billion euros for insured losses. In
2023, P&C insurers incurred claims expenses of 5.6 bil-
lion euros due to natural hazards (figure 26). Coverage
for damage caused by natural hazards, such as flood-
ing due to heavy rain or high water levels, can be ob-
tained in the form of natural hazards insurance. More
and more policyholders are opting for this important
supplementary component of homeowners insurance.
Around 54% of homes in Germany are currently insured,
and the figure is increasing.

For risk assessment, insurers use the ZURS zoning sys-
tem for the risk of flooding, backflow and heavy rainfall.
The insurance portfolio data for 2023 (figure 27) shows

that buildings with a higher risk of flooding (ZURS haz-
ard classes 3 and 4) are also insured according to their
share in the portfolio. There is no basis whatsoever for


https://www.gdv.de/gdv/themen/schaden-unfall/vds-6038-nachhaltigkeitsziele-sanierung-sachschaeden-181936
https://www.gdv.de/gdv/themen/schaden-unfall/vds-6038-nachhaltigkeitsziele-sanierung-sachschaeden-181936
https://www.gdv.de/gdv/themen/schaden-unfall/vds-6038-nachhaltigkeitsziele-sanierung-sachschaeden-181936
https://www.gdv.de/gdv/themen/schaden-unfall/vds-6038-nachhaltigkeitsziele-sanierung-sachschaeden-181936
https://www.gdv.de/gdv/themen/schaden-unfall/vds-6038-nachhaltigkeitsziele-sanierung-sachschaeden-181936
https://www.gdv.de/gdv/themen/schaden-unfall/vds-6038-nachhaltigkeitsziele-sanierung-sachschaeden-181936
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Natural hazard losses of 2023 at a glance

Figure 27 - Claims expenses in property and vehicle insurance, in million euros
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Source: GDV Naturgefahrenreport (Natural Hazards Report)
the recurrent media assertion that insurance cover is
unavailable in risk-exposed areas.

As climate change makes extreme weather events more
frequent, however, more prevention and adaptation are
needed. Without any further action, the GDV estimates
that premiums for homeowners insurance could dou-
ble within the next ten years. The German insurance
industry therefore believes that the country’s feder-
al and state governments have a responsibility to lead
the way by initiating climate change adaptation proj-
ects as soon as possible. With regard to extreme natural

GDV reform proposals for
rapid and effective climate
change adaptation

» Climate-adapted planning, building and res-
toration: prevention should be embedded in
state building codes (Landesbauordnungen).

» Building freeze in flood zones: every year,
around 1,500 new buildings are constructed in
flood-prone areas.

» A halt to surface sealing: building permits
should be predicated in future on a climate
risk assessment.

» National natural hazard portal to improve risk
awareness among the population.

disasters, the GDV is in favour of risk sharing between
private-sector insurers and the state. Other European
countries already have such arrangements.

Build back better

Prevention is one of the most effective ways of address-
ing the growing risks of climate change. Insurers there-
fore promote systematic and effective climate change

adaptation in the repair and restoration of damaged or
destroyed property. In this connection, insurers follow
approaches such as “build back better”. The GDV has

published non-binding guidance for putting this ap-
proach into practice so that residential buildings are

more resilient to extreme weather events.

The guidance contains information on how to prevent
damage to residential buildings due to natural hazards.
It starts with an assessment of the building fabric and
the building’s local/site-specific risk exposure. More-re-
sistant building materials or components, such as wa-
tertight windows and doors to protect against flooding,
play an important role. Other suitable protective mea-
sures include structural changes such as alip to prevent
water ingress on downward-leading stairs. Cost-bene-
fit analysis can be used to determine the economic ef-
ficiency of potential measures.

Support for agriculture in the event of climate
damage and climate change adaptation

The Erntebericht (Harvest Report) 2024 published by
the German Federal Ministry of Food and Agriculture
attributes considerable cereal and fruit crop losses to
flooding and extreme weather. Heavy rainfall, drought,
hail and late frosts are set to increase as a result of



https://www.gdv.de/resource/blob/181326/05a2996640fca365e3c6c94029c1a942/leitfaden-pdf-data.pdf
https://www.bmel.de/SharedDocs/Downloads/DE/Broschueren/erntebericht-2024.html
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Flood risk

Figure 28a - Distribution of addresses and residential
buildings by flood hazard class
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Figure 28b - Distribution of contracts by
flood risk class
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climate change and can lead to significant crop fail-
ures. This poses a threat to the survival of agricultural
and horticultural enterprises. The ECB is already an-
ticipating increasing inflationary pressure from rising
commodity and food prices due to weather damage.

In the face of growing climate-related and political chal-
lenges, the agricultural sector is currently undergoing
a major transformation. This makes it all the more im-
portant for insurers to continue supporting the sector
with much-needed risk management. (Agricultural) in-
surers have detailed their contribution to the sectoral
sustainability roadmap in a position paper. By provid-
ing and refining their sustainable and climate-friendly
insurance products specifically tailored to the agricul-
tural sector, they cover a significant proportion of the
financial risk both inside and outside agriculture. In-
surers can actively promote innovation, digitalisation
and preventive measures in agriculture.

The Taxonomy Regulation

P&C insurers that are required to report under the CSRD
(see section 2.3) must now disclose the extent to which
their economic activities are environmentally sustain-
able within the meaning of the EU Taxonomy Regula-
tion (“Taxonomy-aligned”). The Taxonomy is a clas-
sification system that aims to channel future invest-
ment towards environmentally sustainable econom-
ic activities.

However, the Taxonomy Regulation includes non-life
insurance products for only one of the six environmen-
tal objectives it contains, namely the climate change

adaptation objective. Under the EU Taxonomy Reg-
ulation, insurance against climate-related perils is a
sustainable economic activity that contributes to cli-
mate change adaptation. All of the following technical
screening criteria (TSCs) must be fulfilled:

Leadership in modelling and pricing climate risks.

The products must offer risk-based rewards for pre-
ventive action by policyholders.

Innovative insurance coverage solutions for relevant
climate-related perils, such as for increasing losses
from changing climate situations or regionally pre-
viously unknown risks.

(Loss) data is made available to public authorities.
High level of service in a post-disaster situation.

Insurers must also comply with the minimum safe-
guards under the Taxonomy Regulation in order for
an economic activity to be considered environmental-
ly sustainable. In addition, they must ensure no signif-
icant harm to the climate change mitigation environ-
mental objective. Significant harm would constitute the

insurance of the extraction, storage, transport or man-
ufacture of fossil fuels or insurance of vehicles, proper-
ty or other assets dedicated to such purposes. The en-
ergy sector, for example, is considered to be particular-
ly energy-intensive. The GDV therefore considers the

insurance of power plants for the generation of energy
from fossil fuels to be an activity that does significant


https://vereinigte-hagel.net/wp-content/uploads/GDV-Positionspapier-Nachhaltigkeit.pdf
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harm with regard to the climate change mitigation en-
vironmental objective.

On an ongoing basis since 2022, the GDV has been work-
ing with a project group on a set of frequently asked
questions (FAQs) comprising non-binding interpreta-
tion and application guidance for GDV member com-
panies on the implementation of reporting for prima-
ry insurers on Taxonomy-aligned economic activities.
In the GDV survey on sustainability, P&C insurers ac-
counting for 68% of the market — insurers that are pre-
sumably already subject to the reporting requirements
- stated that they made use of this guidance. The project
group made available an update to the FAQs for mem-
ber companies in early October 2024. This update be-
came necessary following clarifications published by
the European Commission on 21 December 2023. The
information in the FAQs is now based on the split pre-
mium approach, under which the part of the premi-
um related to climate risks is used to calculate the un-
derwriting KPI. The fact that the European Commis-
sion published the clarifications so shortly before the
turn of the year resulted in inconsistent approaches be-
ing taken in the market for the 2023 reporting year. As
a result, the figures have little information value and
are not comparable. For this reason, we have refrained
from publishing the figures in this report. The indica-
tions are that the Taxonomy alignment rates are now
very low compared to the previous year. This also ap-
plies in part to the levels of Taxonomy eligibility. The
split premium approach will probably not be fully ap-
plied until next year.

Research, data and service offerings

related to natural hazards

Insurers contribute to the accumulation of knowl-
edge about climate change and thus strengthen pub-
lic awareness of the risks. Every year, the GDV com-
piles a natural hazards report detailing the damage to
buildings, household contents, trade, industry, agri-
culture and vehicles. Prolonged and heavy rainfall and
the resulting floods in Germany at the turn of the year,
at Whitsun and in the summer in large parts of Europe
are unmistakable consequences of climate change. The
Naturgefahrenreport (Natural Hazards Report) 2024 fo-

The Natural Hazards Report 2024 is supplemented with
anonline data service. Detailed charts, tables and maps
show the damage caused by natural hazards and can
be queried interactively. Insurers’ long-standing knowl-
edge provides the basis for academic research into nat-
ural hazards, climate impacts and climate adaptation.

One service provided by insurers to raise risk conscious-
ness among the population is a flood checkup (Hoch-
wasser-Check). This allows tenants and property own-
ers to quickly and easily assess their individual risk of
heavy rain and flooding free of charge. Without regis-
tration, the only data item that needs to be entered is
the place of residence.

The increasing frequency of exceptional weather events

such as heavy rainfall poses a problem with increasing-
ly dense urban development. Surface sealing prevents

rain water from soaking into the ground. In the event
of extreme rain, this can lead to floods causing serious

damage. The GDV has analysed the average degree of
surface sealing in built-up areas of 134 cities in a sur-
face sealing study (Versiegelungsstudie). The GDV calls

upon communities to make greater allowance for the

risk of heavy rain in urban and landscape planning. A
greater focus also needs to be placed on reversing sur-
face sealing.

Since last year, the GDV has been working on a flash
flood model to analyse where else in Germany flood
disasters could occur similar to the Ahr valley flood-
ing of 2021.

Loss prevention approaches also play an important role.
As well as protecting people and property, these also
help insurers appropriately assess, manage and prevent
risks. With regard to natural hazards, the following pub-
lications on loss prevention by the German insurance
industry are to be mentioned: Protection against hail
VdS 6100, against flooding VdS 3521 and against storm
damage VdS 2389, plus a guideline on structural flood
prevention, VdS 6002. The increasing risk of extreme
weather events is also a key topic of the last GDV report,
“Schadenverhiitung in der Sachversicherung 2023/2024”

(“Loss prevention in property insurance 2023/2024”).

cuses on water-sensitive areas. What strategies exist for
dealing with too much and too little water in Germa-
ny? How does the dyke system work? How can towns
and cities protect themselves from heat and heavy rain?
The insurers’ climate toolkit ranges from sustainabili-
ty in damage restoration to climate-adapted construc-
tion and flash flood modelling.

The GDV is actively involved in developing and updat-
ing rules for protection against natural hazards and
extreme weather events by contributing its loss expe-
rience and expertise in risk management and loss pre-
vention; for example:


https://www.gdv.de/resource/blob/183526/d871a7bed27d5c99e20ab387ee393370/naturgefahrenreport-2024-download-data.pdf
https://www.gdv.de/resource/blob/183710/545b167187597b61cd57a33b840fef1d/naturgefahrenreport-2024-datenservice-download-data.pdf
https://www.gdv.de/resource/blob/183710/545b167187597b61cd57a33b840fef1d/naturgefahrenreport-2024-datenservice-download-data.pdf
https://www.dieversicherer.de/versicherer/wohnen/hochwassercheck
https://www.dieversicherer.de/versicherer/wohnen/hochwassercheck
https://www.gdv.de/gdv/medien/medieninformationen/versiegelungsstudie-ludwigshafen-ist-die-am-staerksten-versiegelte-stadt-in-deutschland--133126
https://www.gdv.de/gdv/medien/medieninformationen/versiegelungsstudie-ludwigshafen-ist-die-am-staerksten-versiegelte-stadt-in-deutschland--133126
https://shop.vds.de/download/vds-6100/fc9a5c83-ce27-45a2-8fde-e0f5f8fc9203
https://shop.vds.de/publikation/vds-3521
https://shop.vds.de/download/vds-2389/ace27fcf-5fa5-4315-849d-d4c1044b418f
https://www.gdv.de/resource/blob/62680/91886ae14cccb88e21303304bfb78895/gdv-leitfaden-zu-baukonstruktiver-ueberflutungsvorsorge-vds-6002-data.pdf
https://www.gdv.de/resource/blob/182372/10f3a078837707595e89baab0a09c755/schadenverhuetung-in-der-sachversicherung-2023-2024-download-data.pdf
https://www.gdv.de/resource/blob/182372/10f3a078837707595e89baab0a09c755/schadenverhuetung-in-der-sachversicherung-2023-2024-download-data.pdf
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At Deutsches Institut fiir Normung e. V. (DIN, the
German Institute for Standardisation), among oth-
er things in the “Grundlagen der Sicherheitsan-
forderungen an Bauwerke (GruSiBau)” (“Basic
principles for the definition of safety requirements
for structures”) and on climate change adaptation
in standards and standardisation.

At the German Association for Water, Wastewater
and Waste (DWA) on flood prevention in connec-
tion with high water levels and heavy rain, includ-
ing flood-adapted planning and construction and
municipal flood prevention audits.

At the Association of German Engineers (VDI) (in
connection with flood protection with technical
building systems).

GDV data is also used in the following projects:

The insurance industry supports public-sector cli-
mate adaptation strategies with data on insured nat-
ural hazard losses and insured portfolios.

In cooperation with Deutscher Wetterdienst (DWD -
the German weather service), the GDV provides de-
tailed information on heavy rain and hail to support
DWD research into those weather phenomena.

Wexikom, a research project sponsored by the Ger-
man Federal Ministry for Digital and Transport and
the DWD, aims to communicate warnings tailored
to recipients, including information on potential
impacts.

GDV supports the scientific community in research-
ing climate-related risks. The Wissenschaftsforderpro-
gramm (science funding programme) of the Deutscher
Verein fiir Versicherungswissenschaft (German Asso-
ciation for Insurance Science; DVfVW) to which the
GDV contributes financially, is funding a research proj-
ect on sustainability in homeowners insurance using
the example of heavy rainfall prevention (Coburg Uni-
versity of Applied Sciences and Euro-FH University of
Applied Sciences, Hamburg). In addition, a research
project is being carried out on the subject of natural
hazard insurance for municipal buildings (University
of Hohenheim) as part of the GDV’s science coopera-
tion programme.

Regulatory developments with regard to ESG-related
life insurance products are very dynamic at both na-
tional and European level. 44% of life insurers — a small-
er percentage than the market as a whole (55%) - rate
regulation as both a help and a hindrance in the im-
plementation of their own sustainability strategies. In
contrast, the proportion of insurers considering regula-
tion to be beneficial is significantly higher at 28% (over-
all market 15%). One explanation for this is the better
availability of data on sustainable investments, which
are particularly relevant to endowment life and annu-
ity insurance products.

Life insurers consider the political and economic influ-
ences on their sustainability strategies and the imple-
mentation of those strategies somewhat more positive-
ly than the market as a whole: the largest share (37%)
see them as being beneficial and regard sustainabili-
ty as part of the solution in surmounting future chal-
lenges (overall market 27%). 36% (overall market 34%)
have been prompted by such developments to gradual-
ly adapt their strategies. Only 4% (overall market 13%)
considered external conditions to be a hindrance to
strategy implementation.

Customers can now choose from a wide range of life

insurance products with sustainability features, in-
cluding the entire range from conventional insurance

policies to hybrid and unit-linked products. Provid-
ing transparency on sustainability features is an aim of
the SFDR requirements. A representative survey (69%

of the market) on new business signed by life insurers

in the first half of 2024 showed that almost all com-
panies offer endowment life insurance products with

ESG investment options. According to the survey, the

proportion of products with sustainability options in

new business was over 90% for fund products and al-
most 70% for hybrid products. The survey also showed

that more than half of life insurers disclose their to-
tal guaranteed assets (Sicherungsvermdgen) in accor-
dance with Article 8 or 9 of the SFDR for conventional

products and the conventional component of hybrid

products. German life insurers that participated in a
survey last year stated that they marketed around 200

products with sustainability features that they provide

disclosure on in accordance with Article 8 of the SFDR.
Only about 20 products carry a reference to sustainabil-
ity in their name.



53

For the German market, it has become evident that the

SFDR requirements are difficult to apply to the con-
ventional life and annuity policies and hybrid prod-
ucts that are prevalent in the country. Thisis due to the

fact that premiums paid by policyholders go in whole

or part into a joint investment — the insurers’ conven-
tional guarantee assets — enabling the collective balanc-
ing of investment risks and the provision of long-term

capital for investment, including investment outside

of the equity markets.

Since the end 0f 2023, life insurers have had the option
of disclosing new products in accordance with what
is referred to as the allocation approach (Zuordnung-
sansatz). BaFin explains the approach and the associ-
ated disclosure obligations in a guidance notice on im-
plementation of the SFDR (“Merkblatt zur Auslegung
der Offenlegungsverordnung”). Over a year after pub-
lication of that guidance notice, only a few insurers
are making use of the allocation approach. One possi-
ble explanation is that implementing the approach is
very complex. Due to regulatory uncertainties, the use
of environmental and sustainability claims in market-
ing can bring additional reputational and legal risks
(see also section 2.2).

A review of the SFDR requirements by the European
Commission has shown that the Regulation is not yet
achieving its objective of making sustainability disclo-
sures for financial products more comparable. Super-
visory authorities and financial market players have

identified many inconsistencies and much scope for
improvement in the SFDR, which is consequently set
to be revised. In one key aspect for the revision of the
SFDR, the European Supervisory Authorities (ESASs)
have determined that the disclosure requirements (Ar-
ticles 8 and 9 of the SFDR) have been misconstrued
as product categories. In addition, the ESAs consid-
er Article 8 of the SFDR to be too broadly worded, as
the “promotion of environmental or social character-
istics” referred to covers a very wide range of sustain-
ability objectives. This makes it hard for investors to
assess how sustainable a financial product might be.
The ESAs are in favour of introducing ESG product cat-
egories that would provide clarity for institutional and
retail investors.

There are various European and national initiatives for
the introduction of ESG product categories. In June
2024, the ESAs published their report on the revision
of the SFDR. They advocate the introduction of easily
understood product categories with clear minimum
criteria. In July 2024, the BaFin published a proposal
of its own. The actual category definitions it contains
are described somewhat briefly. In addition to the ESAs,
the European Commission has also requested the Plat-
form on Sustainable Finance (PSF) to draw up a propos-
al on ESG product categories. The current planning is
for this proposal to be presented to the European Com-
mission before the end of 2024. As these initiatives in-
dicate, the introduction of ESG product categories can
be expected in the medium term.



https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Fachartikel/2024/fa_bj_0717_SFDR_Review_ED_SPS_en.html
https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Fachartikel/2024/fa_bj_0717_SFDR_Review_ED_SPS_en.html
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