
Sustainable Finance 
 
Jesus Palacios 
Mexico City 
jesus.palacios 
@spglobal.com 
 

Credit Ratings 

 
Dennis Sugrue 
London 
dennis.sugrue 
@spglobal.com 

 

 

 
 

ESG Research 

ESG Materiality Map  
Insurance 
July 20, 2022 

Environmental and social factors are material from both the stakeholder 
and credit perspectives, but less so than for most industrial sectors. 
Access and affordability, privacy protection, and climate transition and 
physical climate risks are among the most material factors. 
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ESG Materiality Map  
Insurance 

In line with the research report “Materiality Mapping: Providing Insights Into The Relative 
Materiality Of ESG Factors,” published on May 18, 2022, S&P Global Ratings is publishing research 
on the ESG materiality map for the insurance sector. We provide an illustration of our current 
view of the relative materiality of certain environmental and social (E&S) factors, from both the 
stakeholder and credit perspectives, for the sector. The materiality map does not represent any 
new analytical approach to the treatment of E&S factors in our credit ratings. See our ESG 
criteria for more information on how we incorporate the impact of ESG credit factors into our 
credit ratings analysis.      

Insurance Sector 

Insurance companies are financial services firms that provide financial protection to individuals, 
governments, corporations, or other insurers (reinsurance) in the event of loss. The industry 
operates in segments broadly categorized into life insurance, nonlife insurance, and health 
insurance. Life insurers also provide access to financial services for individuals, particularly 
through savings, retirement, and investing solutions. Insurers are significant asset owners and 
invest the premiums they collect from policyholders to generate a return on the funds received.       

 

 

See materiality map on the following page. 

Key Takeaways 
− Access and affordability is the most material social factor for stakeholders and 

among the most material for credit. Insurers enable economic resilience in the event 
of loss and provides access to financial services to help individuals establish financial 
security. There is a large under- or uninsured population, providing significant 
opportunities to grow and diversify it’s the sector’s earnings.  

− Insurers are largely exposed to climate transition risks as they own more than 10% of 
global invested assets. We anticipate those risks to be proportionate to the impact of 
climate change on the economy. While already highly material for stakeholders, we 
anticipate this factor will be increasingly important for credit. 

− Physical climate risk is highly material to stakeholders, but moderately material to 
credit. The sector has an important impact on stakeholders in supporting adaptation 
to climate-related events. Overall, it is less material to credit but much higher for the 
property subsector as insured losses associated with physical risks are increasing. 

http://www.spglobal.com/ratings
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=51655174&isPDA=Y
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=51655174&isPDA=Y
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ESG Materiality Map For The Insurance Sector 

 
The materiality map provides an illustration at a point in time, of our findings on the relative materiality of certain environmental and social 
(E&S) factors, from both the stakeholder and credit perspectives, for the sector. It does not represent any new analytical approach to the 
treatment of E&S factors in our credit ratings. See our ESG Criteria for more information on how we incorporate the impact of ESG credit 
factors into our credit ratings analysis. Source: S&P Global Ratings. 

How To Read The ESG Materiality Map 

The stakeholder materiality (Y axis) reflects our assessment of the relative level of impacts  
and dependencies of the sector on the environment, society, and economy.  

The credit materiality (X axis) reflects our assessment of the relative level of potential and actual 
credit impact for the sector. The credit implications for the factors positioned on the left side to 
the middle of the X-axis would be more limited and absorbable. On the right side, there is higher 
potential for these implications to be more disruptive. We assess credit implications for an entity 
based on its individual characteristics. 

Assessing E&S factors' materiality: We consider both the likelihood of the impact from a given 
factor, as well as the magnitude of the impact. The materiality of the factors varies depending on 
the perspective (stakeholder or credit) as well as the evolving and dynamic interactions between 
these two dimensions.  

The main areas of the map: 

− The upper-right quadrant displays the most material, on a relative basis, E&S factors identified 
for the sector from both a stakeholder and credit perspective. 

− The upper-left quadrant presents factors that are more material from a stakeholder  
than credit perspective. These factors have the potential to become more material from  
a credit perspective.  

− The bottom-left quadrant shows factors that are less material for both stakeholders  
and credit. Their materiality may evolve over time and this dynamic may not be linear. 

  

http://www.spglobal.com/ratings
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Examples Of Material Factors 
Below we provide the rationale of some of the material factors to illustrate the above findings.    

Access and affordability 

Access and affordability is the most material social factor from a stakeholder point of view and 
among the most material for credit. Supporting stakeholder materiality is the sector's large role 
in providing economic resilience for individuals and businesses. Insurers--particularly life 
insurers--provide broad access to financial services through savings and annuity products that 
help establish financial security for aging populations. The coverage gap is significant, with large 
segments of the population under- or uninsured against a variety of risk factors (including natural 
disasters, health issues, and death). Insurers’ key stakeholders, including regulators, clients, 
small businesses, and underserved communities, will likely continue pressuring them to expand 
access to affordable coverage, potentially calling their reputations into question. At the same 
time, this presents a growth opportunity to develop new products and distribution channels to 
close these gaps. From a credit standpoint, this could boost insurers’ reputations and allow for a 
larger reach in new and traditional markets. Poverty, lack of financial literacy, and technological 
challenges constrain penetration. Reaching these underserved segments with affordable 
products will require investment and innovation, which may expose it to competition or 
disruption from incumbents or outsiders.  

Climate transition risk 

Materiality is high for stakeholders but moderate for credit. Through their insurance underwriting 
and investing activities, insurers are highly exposed to climate transition risk. As one of the 
largest investors in the economy (we estimate the industry owns nearly 10% of global invested 
assets), stakeholders continue to pressure insurers to promote decarbonization efforts. The 
sector has begun engaging clients, investees, and other stakeholders, to promote less carbon 
intensive activities and business models. While already highly material for stakeholders, we 
anticipate this factor will become more important for credit as policymakers implement rules to 
reduce greenhouse gas emissions (as there may be more impetus to focus on sustainable 
efforts), but when and how this will affect credit is uncertain. The industry's activities are 
diversified (both investing and underwriting), limiting exposure to transition risks. Increasing 
climate-related litigation may present additional risk. However, climate transition also offers 
opportunities as new technologies, infrastructure, and other asset classes that facilitate a 
greener economy arise. This may include the sector's role in reducing transition-related risks for 
other investors by providing insurance for such green technologies and projects. 

Privacy protection 

Privacy protection is moderately material to stakeholders and credit. Insurers are more exposed 
to cybercrime and client data theft, where sensitive data could be leaked and used for illegal 
purposes. Although cyberattacks are frequent, the related privacy breaches are relatively less so 
industry wide. In addition, increasingly stringent regulation around privacy protection, as well as 
greater visibility of data breach events with reputational consequences have triggered--and will 
continue driving--the industry to adopt more advanced privacy protection standards and 
governance. Insurers will be more exposed to ethical concerns regarding policyholders’ personal 
information (such as health history, driving habits, or buying patterns) as they use this data to 
inform pricing or client selection. Privacy breaches can be material to credit as they can affect 
operations, possibly triggering financial losses and reducing client confidence. Credit implications 

http://www.spglobal.com/ratings
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of a data breach or privacy controversy are typically company-specific. However, exposure to 
insurance loss because of such events in the nonlife subsector is growing, leading to claims on 
the property and liability policies these insurers write. For example, McAfee estimated economic 
losses from cyberattacks at $945 billion in 2020, up from $522.5 billion in 2018. This is nearly five 
times larger than the average annual economic losses from natural catastrophes. The growing 
need for insurance protection related to data privacy will bring opportunities but capital and 
earnings volatility will be a risk to monitor.  

Physical climate risk 

This factor is highly material to stakeholders. It is less material to credit for the sector overall,  
but much higher for the property subsector. The sector supports adaptation to climate-related 
events, benefitting the policyholders and the wider stakeholders. Through sophisticated climate 
risk modelling, the sector can provide insight into policyholders' exposure. Some insurers 
introduced market-based incentives to take climate adaptation measures like resilient 
infrastructure or housing. Through more effective and timely claims handling, insurers can help 
businesses and communities recover faster. As investors, insurers start promoting climate 
change adaptation through engagement with investees. Conversely, higher insurance premiums 
or risks that are uninsurable, may lead to a wider protection gap. This would be a detriment to all 
stakeholders. Physical climate risk is less material from a credit perspective for the overall 
sector. Exposure is largely limited to property-related lines of business, which account for less 
than 10% of global premiums. However, this risk factor is much more material for reinsurance and 
primary property subsectors. Losses from extreme weather events are expected to increase, 
which could make these insurers’ earnings and capital more volatile. Regulators' growing scrutiny 
over modelling and physical climate risk disclosure could also increase materiality for credit.   

Responsible marketing and labeling 

Materiality of this issue Is moderate for stakeholders, but low for credit. Our view on stakeholder 
materiality balances the sector’s high exposure to misconduct with insurers' generally advanced 
regulatory and supervisory frameworks. Historically, opaque pricing and policy wordings, and mis-
selling in personal lines insurance have exposed some insurers to public and regulatory scrutiny. 
However, regulatory supervision and consumer protection mechanisms have evolved in the past 
decade, reducing risks and increasing transparency for customers. That said, the complexity of 
insurance contracts' terms and conditions and, in some instances, low financial literacy, prevent 
further mitigation of this risk. Credit materiality for this factor is limited. While controversies will 
continue to arise, they are typically company-specific in certain jurisdictions rather than 
industrywide, limiting the financial and reputational impact for the sector. 

Workforce health and safety 

Materiality of workforce health and safety issues is limited for both stakeholders and credit. As a 
service-based industry, insurance employees' exposure to occupational health risks is limited 
compared with other industries. However, insurers that write workers’ compensation policies 
assume the health and safety risks of their corporate clients, with both stakeholder and credit 
implications. While claims in this line of business have historically been volatile, legislative and 
regulatory review of policies has led to significant improvement in nonfatal occupational injury-
related cases and days away from work over the past decade. This has lowered the risk to 
insurers while yielding tangible benefits to all stakeholders. 

  

http://www.spglobal.com/ratings
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What is our approach to research on the ESG materiality map? 
Referring to the research report “Materiality Mapping: Providing Insights Into The Relative 
Materiality Of ESG Factors,” published on May 18, 2022, this research is built on the ESG 
materiality concept that considers ESG issues as material when they could affect 
stakeholders, potentially leading to material direct or indirect credit impact on entities. It 
considers that all businesses, through their activities and interactions, impact and depend, 
directly or indirectly, on stakeholders such as the environment (natural capital), society 
(human and social capital), and economy (financial capital). Using this ESG materiality 
concept, S&P Global Ratings has worked toward identifying a common, global, cross-sector 
set of E&S factors that we believe are material to stakeholders, and either are already, or 
have the potential to become, credit material for entities. The materiality map we propose 
provides an illustration at a point in time, of our findings on the relative materiality of those 
factors, from both the stakeholder and credit perspectives. 

How does the sector ESG materiality map relate to credit 
ratings or ESG evaluations? 
The sector materiality map is a visual representation of the factors that we consider 
impactful to the sector from a stakeholder and credit perspective for the purposes of this 
research. It does not represent any new analytical approach to the E&S factors in our  
credit ratings.  

The relative materiality of the factors indicated on the materiality maps may inform the  
E&S Risk Atlas scores and the weights of the E&S factors used in ESG evaluations. 

They may also inform our discussions with issuers on those factors’ existing or potential 
credit materiality. 

http://www.spglobal.com/ratings
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=51655174&isPDA=Y
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https://www.spglobal.com/_assets/documents/ratings/research/100048049.pdf
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=51655174&isPDA=Y
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=51655174&isPDA=Y
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