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Non-routine Impact DriversNon-routine Impact Drivers

Progress of global warming

More paved surfaces and fewer green 

spaces

Degradation of forests and other natural 

areas due to development or neglect

Deterioration of air, soil, and water 

quality

Expansion or loss of species habitats

… etc.

1. Dependencies and impacts on climate and nature in insurance under-
writing and investment/loan activities

Non-life insurance supports people’s daily lives and business activities by compensating for losses arising from accidents 

and disasters. Life insurance, through the payment of insurance claims and benefits, helps reduce the financial burden 

of medical expenses and supports individuals and families in the event of disability or death. An increase in the risks of 

disasters, accidents, and health issues leads to higher financial risks for the MS&AD Group and makes our management 

more vulnerable. Therefore, it is important for us to understand, from a medium- to long-term perspective, how changes 

in climate and nature influence these risks to loss and human health.

In addition, insurance, through its financial functions, underpins the economic activities of a wide range of clients. While the 

degree may vary, these activities exert some form of impact on climate and nature. Accordingly, the Group recognizes that its 

insurance business must take such indirect impacts into account as well.

To accurately understand the Group’s nature-related risks and opportunities, we used the dependency 

and impact pathway framework outlined in the TNFD disclosure recommendations to analyze our business 

activities in terms of their dependencies and impacts on nature.

Strategy | Assessment of Dependencies and Impacts

(i) Pathways of dependencies and impacts on climate and nature

Insurance (Non-life / Life) and Investment/Loans

Nature-related Risks and Opportunities
Increased insurance payments (natural 
disasters, liability claims)
Decline in insurance premium income
Reputational damage
Reduced investment and loan returns

Provision of risk assessment and 
consulting services
Products and services that contribute 
to disaster prevention/mitigation, and 
health
Cost reductions through use of recycled 
materials

Other organizations, 
society, and nature

Impact Pathway

Dependency PathwayBusiness activities 
supported through 
underwriting and 

investments/loans

Insurance Claims 
Processes

Climate regulation

Flood and storm mitigation

Regulation of material and water flows

Air quality regulation

Genetic resources

Control of infectious diseases

… etc.

Greenhouse gas emissions / reduction

Changes in terrestrial, freshwater, and marine environments

Resource use / replenishment

Pollution (separation) / pollution removal

Introduction / control of invasive alien species

Our underwriting and investment/loan activities have the potential to 
end up supporting businesses that contribute to nature degradation

Accidents and disasters may amplify the impacts on nature that arise 
from normal business activities

Human-induced events (fires, explosions)
Natural disasters (earthquakes, tsunamis, volcanic eruptions)
Meteorological events
Acute: Typhoons, heavy rainfall, heat waves, storm surges, hail
Chronic: Rising temperatures, changes in humidity

Third-party impact drivers

Pathways of Nature Dependencies and Impacts in the MS&AD Group’s Businesses

Degradation of nature reduces its 
disaster prevention and mitigation 
functions, leading to greater 
losses from natural disasters

Key findings of our analysis
• In the non-life insurance business, the degradation of nature and the resulting decline in its disaster prevention and mitigation functions 

directly increase financial risk through the expansion of natural disaster losses.
• Businesses supported through insurance underwriting and investment/loans may, in turn, contribute to the degradation of nature, thereby 

amplifying the aforementioned financial risks.
• Accidents and natural disasters can amplify the environmental impacts of ordinary business activities, potentially leading to reputational 

damage or weaker performance at affected companies, which in turn may become business risks for the Group.

⑥Activities and 
assets realized

①Underwriting Risks

⑤Impact Drivers

②External Drivers of Change 

④Changes in Ecosystem 
Services

③Nature-related Conditions

[1] Climate/Nature-related Dependencies and ImpactsToward Green Resilience
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■ Understanding the pathways leading to the Group’s own risks
All business activities, in some form, rely on natural resources and the functions provided by nature 

(ecosystem services). In other words, they are dependent on nature, while also exerting impacts on nature. 

These dependencies and impacts alter state of nature-related conditions and degrade ecosystem services. 

Meanwhile, external factors unrelated to our own business activities can also affect nature-related 

conditions and ecosystem services. The diagram illustrates how such internal and external dependencies 

and impacts on nature interact in complex ways and ultimately lead to opportunities and risks for the Group.

■ Transforming into positive feedback loops
Because both internal and external dependencies and negative impacts lead to risks in business activities, 

companies must transform these pathways from negative feedback loops into positive ones to enhance the 

sustainability of their businesses.

■ Analysis in two key areas: insurance underwriting and investment/loans
We re-examined our non-life insurance business using this pathway framework, integrating not only nature 

but also climate considerations into our analysis. Environmental impacts arising directly from operational 

activities — such as daily business activities and sales or damage inspections conducted using company 

vehicles — are limited in the non-life insurance business. The vast majority of dependencies and impacts 

related to climate and nature occur downstream in the value chain, through insurance underwriting and 

investment/financing activities. Accordingly, our analysis focuses on these two activity areas.

In non-life insurance, compensation is provided for losses or damages to the insured assets and business 

activities                                                                when they are affected by fires or natural disasters like 

earthquakes and typhoons　　　　　　　　　　　　　　　　　　  .

■ Expansion of losses due to degradation of ecosystem services
The extent of these damages and losses varies greatly depending not only on external drivers of 

change but also on the disaster prevention and mitigation functions                                                                                    
                               inherent in nature itself                                                                                 .

> Expansion of fire damage
For example, when abnormally hot and dry weather                                                                                               occurs 

in an unmanaged forest where dead trees and dry grass have accumulated                                                          ,     

                                   , any small fire outbreak will continue to grow

           , likely resulting in a major forest fire.

> Intensification of water damage
Similarly, when a short period of heavy rainfall                                                                                              occurs in a 

dense residential area developed on low-lying land                                                                                              , the 

ground is unable to absorb the sudden influx of rainwater                                                                                                   , 

leading to flooding with greater severity.

> Impact on Financial Risk
When climate-related external factors worsen due to climate change and the nature-related 

conditions deteriorate, the usual functions for natural disaster prevention and mitigation weaken, 

resulting in greater damage from natural disasters and higher insurance claim payouts.

■ Health risks due to degradation of ecosystem services
Human health also depends on ecosystem services, including climate regulation, protection from 

hazards, and disease control. These are functions that directly reduce health risks and support 

physical and mental well-being through clean water, nutritious food, and access to nature for 

recreation. In addition, disease treatment relies on natural resources for pharmaceuticals and raw 

materials. The deterioration of nature and ecosystem services therefore heightens these health risks.

> Increase in heatstroke and infectious diseases
In particular, the increase in heatstroke cases caused by the combined effects of heat waves and 

urbanization, and the spread of infectious diseases resulting from human encroachment into wildlife 

habitats, have significant implications for the financial risks of life insurance companies.

■ Contributing to Risk Hedging for Society as a Whole

In conclusion, the insurance industry, particularly the non-life insurance sector, is heavily dependent 

on ecosystem services that help prevent disasters, in addition to changes in external factors due to the 

impacts of climate change. Most people and businesses live their lives without particularly noticing 

the "degradation of ecosystem services," but the effects of this degradation are exposed through 

sudden events such as natural disasters. Currently, much of the economic damage and losses caused 

by natural disasters are covered by insurance, and insurance companies contribute to risk hedging for 

society as a whole by taking on such financial risks.

■ Enhancing sustainability by considering ecosystem services
Therefore, in order to enhance the sustainability of our business, the MS&AD Group recognizes the 

need not only to monitor risk events that trigger insurance payouts, but also to pay close attention to 

the ecosystem services that influence the scale of losses.

■ Decline in investment returns
Businesses that receive our investing or loans are also affected by climate risks and depend on 

specific ecosystem services. As the climate becomes more unstable and nature degrades business 

earnings may decline, leading to lower investment returns.

(ii) Dependencies on climate and nature

[in figure: 1  underwriting risks]

[in figure: 2 external drivers of change]

[in figure: 2 external drivers of change]

 [in figure: 3 nature-related conditions]

 [in figure: 3 nature-related conditions]

 [in figure: 4 changes in ecosystem services] 

 [in figure: 4 changes in ecosystem services] 

 [in figure: 4 changes in ecosystem services] 

 [in figure: 4 changes in ecosystem services] 

 [in figure: 3 nature-related conditions]

 [in figure: 3 nature-related conditions]

[in figure: 2 external drivers of change]

 [in figure: 4 changes in ecosystem services] 
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The Group’s insurance services, as well as our investments and loans made possible by premiums paid by 

customers, enable a variety of business and societal activities                                                                                                 . 

These activities inherently contain drivers of impact on climate and nature                                                                       , 

which in turn affect the state of nature and ecosystem services.

■ Routine and non-routine impacts
In addition to ongoing (routine) impacts, human-induced events such as fires or explosions, and 

natural phenomena such as earthquakes or weather disasters, can cause sudden (non-routine) 

impacts—such as emissions of greenhouse gases or hazardous substances. Some of these non-routine 

impacts can be covered by environmental liability insurance, while others, such as widespread 

pollution, cannot. Either way, both can have significant effects on the state of nature and ecosystem 

services.

■ Significant effects on insurance profitability
Insurers are not directly affected in terms of revenue by most of these routine or non-routine impacts 

(except in cases involving environmental liability insurance). However, as noted in section (ii) above, 

changes in the state of nature and in ecosystem services—particularly those related to disaster 

prevention and mitigation—have a major influence on insurance profitability.

For example, the progression of climate change caused by greenhouse gas emissions from business 

activities intensifies weather-related external factors such as flood risks from heavy rainfall. Improper 

forest management practices can trigger landslides, while larger paved surface areas due to land 

development prevent water from quickly penetrating into the ground, increasing the risk of inland 

flooding.

■ Impacts from businesses supported by insurance and investment/loans
While our insurance and investment/loan activities support various businesses and social activities, 

we are well aware that the resulting impacts on climate and nature can degrade the state of nature and 

ecosystem services, increasing physical risks related to natural disasters and human health.

■ Impacts during recovery and repair processes
Impacts can also occur during the claims payment process related to property damage, during process 

of emergency response for restoration, parts replacement, repair, and disposal.

Depending on the methods used for emergency response, restoration, or cleanup, it is possible to 

reduce the environmental impact. For example, rather than replacing all parts with new ones, 

repairing still-functional components or using recycled parts can help reduce impacts on nature. 

Likewise, recovered damaged items should not only be properly disposed of but also reused wherever 

possible.

■ Simultaneous realization of impact driver reduction and value creation
In other words, in restoring assets damaged by unforeseen accidents or natural disasters, non-life 

insurance can create a positive feedback loop for both business as well as the climate and nature by 

incorporating circular economy principles. This means reducing impact drivers while enhancing the 

value provided to customers.

■ Analysis from an integrated, medium- to long-term perspective
Therefore, it is essential for the Group to analyze, from an integrated, medium- to long-term and 

perspective, how changes in climate and nature will affect society and the economy. We must also 

anticipate potential events and trends, and consider not only individual underwriting and invest-

ment/loan decisions but also the overall business model.

(iii) On the Impact of Climate and Nature
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[in figure: 6 activities and assets realized]

[in figure: 5 impact drivers]



2. Insurance products and services that mitigate impacts on climate and 
nature

The MS&AD Group offers insurance products and services that help mitigate the impacts of specific 

business activities on climate and nature. In the event of accidents or disasters, various impacts may 

arise. Therefore, we aim to prevent such occurrences by analyzing these risk factors and promoting loss 

prevention measures. Moreover, as noted above, we also advance initiatives to reduce the environmental 

impact of the claims payment process, such as the use of recycled parts, cleaning, and repairs. We have 

developed a range of insurance policy riders that enable replacement with more environmentally efficient 

options during recovery. In this way, we help advance “Building Back Better” efforts, which uses the 

recovery from accidents or disasters as an opportunity to reduce environmental impact drivers in 

ordinary business operations.

By focusing on dependencies and impacts within the claims payment process and sharing value with our 

clients, we recognize that actively mitigating negative impacts is a key role of an insurance company. 

Furthermore, these initiatives not only provide positive feedback to climate and nature but also improve 

insurance financial performance, thereby contributing to the sustainability of insurance itself.

・Vehicular travel

・Operation of business bases

・Residence 

・Construction

・Land and ship transportation

   of cargo

(i) Times of normalcy (no accidents):
○ Reduction of GHG emissions through promotion of safe driving by using Telematics technology such as dashcams

○ Prevention of roadkill with animal attention alert function

(ii) In the event of an accident:
Nothing in particular

(iii) After an accident:
○ Resource conservation through utilizing recycled parts for repairs

(i) Times of normalcy (no accidents):
○ Reduction in GHG emissions through support for carbon- neutral initiatives 

○ Mitigation of pollution and utilization of resources by proposing accident prevention measures

○ Water resources conservation through basic evaluation service for water-related risks

○ Conservation of biodiversity through biodiversity-conscious land-use consulting

(ii) In the event of an accident:
○ Preservation and restoration of ecosystems such as forest resources through rapid forest rehabilitation under the “Forest Keeper,” Endorsement 

for forestry business operators, which covers reforestation costs

○ Endorsement for Extended Compensation for Pollution Damage for facility owners (managers) Liability Insurance

(iii) After an accident:
○ Resource conservation through utilizing recycled parts and rebuilding

○ Reduction in GHG emissions through offering the Carbon Neutral Support Endorsement

(i) Times of normalcy (no accidents):
○ Mitigation of pollution and utilization of resources by proposing accident prevention measures

(ii) In the event of an accident:
○ Preservation and restoration of ecosystems through early removal of ocean pollution under Special Expense Clause for Ocean Pollution

(iii) After an accident:
○Waste and GHG emissions reduction through the Food Loss Reduction Endorsement for food-product businesses

Insurance Type
Individual and 

Corporate Business 
Activities

Negative Impact on Nature The Group’s Insurance Products and Services That Mitigate Negative Impacts on Nature

Automobile

Fire / Facility owners (managers) Liability / 
Erection All Risks

Hull/Cargo

(i) Times of normalcy (no accidents):
● GHG emissions　● Air pollution

● Land use change (ecosystem fragmentation by roads)　● Noise, light pollution

(ii) In the event of an accident:
● Pollution due to accident or damage

(iii) After an accident:
● Utilization of resources for repairs ● Pollution due to waste generation, GHG emissions

(i) Times of normalcy (no accidents):
● GHG emissions　● Air pollution, water pollution / ocean pollution

● Use change of land, Ocean, freshwater area　● Utilization of resources

(ii) In the event of an accident:
● Air pollution, water pollution　● Ocean pollution

● Pollution due to disaster-related waste generation

(iii) After an accident:
● Utilization of resources for repairs

● Pollution due to waste generation, GHG emissions

(i) Times of normalcy (no accidents):
●GHG emissions　●Air pollution, water pollution　●Ocean pollution

●Introduction of alien species　●Undersea noise, light pollution

(ii) In the event of an accident:
●Pollution due to accident or damage

(iii) After an accident:
●Utilization of resources for repairs

●Pollution due to waste generation, GHG emissions

We conducted LEAP analysis of the shipping industry. Please also refer to this information. For details, see page 55.
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1. Industry-specific heat maps
As an insurance group, we consider it important not just to evaluate our own direct operations but also to 

analyze the extent to which our clients (underwriting and investment/loan portfolio companies) depend 

on and impact nature. To visualize this, we have created two types of industry-specific heat maps showing 

both these dependencies and impacts, along with the underwriting and investment/loan ownership ratios.

■ Dependencies and impacts organized and analyzed using a five-level heat map

We classified dependencies on ecosystem services and the impacts of various impact drivers*1 into 

five levels: Very High (VH), High (H), Medium (M), Low (L), Very Low (VL). This process allowed us 

to deepen our understanding of industry-specific dependence and impact on nature, as well as the 

relationship between associated risks and opportunities.
*1: Factors that exert impacts on nature

■ Analysis results
Through the heat mapping process, we found that a number of industries depend on ecosystem 

services such as climate regulation*2 “flood/storm prevention,” “groundwater,” and “surface water,” 

which exerted significant impacts on “utilization of terrestrial ecosystems,” “water use,” and “GHG 

emissions.” In particular, water resources, which include “groundwater” and “surface water,” represent 

the highest overall dependence, and the depletion of water resources may lead to business risks for 

many companies. Furthermore, GHG emissions, which have the greatest impact, accelerate global 

warming, increase changes in the frequency and amount of precipitation and snowfall, and adversely 

affect the water resource control functions of forests and rivers.
*2: A function that regulates the environment and atmosphere on earth’s surface and maintains climate conditions in a state suitable for human and biological 

       activities

[2] Customer Dependencies and Impacts on Climate and Nature by Industry
Underwriting Investment/Loan

Key findings of our analysis
• Many industries show a high dependence on water resources, including both groundwater and surface water, and depletion of these

resources poses business risks for numerous companies.
• Among impacts on nature, greenhouse gas emissions are the largest and most common across all industries, serving as a major driver 

of global warming.
• Ecosystem services such as climate regulation and flood/storm damage prevention are directly linked to natural disaster risks, 

making it important to address ecosystem degradation.
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Method for analyzing nature-related dependencies and impacts by industry regarding insurance policyholders and investment/loan clients
Using the latest data, this year we again updated the Dependency Heat Map and Impact Heat Map based on the analysis methodology described below.

VH:Very High
H:High
M:Medium

   L:Low
V L :Very Low

Dependency Heat Map It has become clear that there is a high dependence on water resources, and the depletion of water resources may lead to business risks for many companies.

GICS 
Sector 
Code

GICS Sector

Energy
Materials

Industrials
Consumer Discretionary

Consumer Staples
Health Care

Financials
Information Technology

Communication Services
Utilities

Real Estate

GICS Sector

Water 
resources

Other 
resources

Decontami-
nation

Noise 
attenuation

Mediation 
of sensory 

impacts
Water flow 
regulation

Climate 
regulation

Flood and 
storm 

mitigation

Soil and 
sediment 
retention

Soil quality 
regulation Pollination

Nursery 
population 
and habitat 

maintenance

Biological 
control

Cultural 
services

Regulating & maintenance services



■ Awareness and determination based on analysis
For the Group, given the significant increase in the occurrence of water-related disasters, partly 

due to climate change, we recognize the need to consider addressing the degradation of ecosystem 

services for “flood and storm prevention.” In addition, the Group carefully determines the conduction 

of a transaction with any industry that exerts major impact on nature due to modification of land 

and/or water areas (agriculture, forestry, and fisheries involving hydroelectric power generation 

and large-scale new development) and for business activities in areas that are rich in biodiversity 

(UNESCO World Natural Heritage Sites and Ramsar Convention-registered wetlands, etc.), based on 

environmental considerations, etc. of our underwriting and investment/loan portfolio companies.

Impact Heat Map "It was found that many companies were affecting 'GHG emissions,' as well as 'soil and water pollutants' and 'disturbance.'"

In the heat maps, we organized dependencies and impacts on nature, utilizing “ENCORE”*1 and “SBTN Sectorial Materiality Tool for Step 1a.”*2 (For terms, see Appendix: Terms in Heat Maps, 
on page 66.
• Based on the ENCORE analysis results (as of March 2024), we have identified business activities that depend on ecosystem services.
• Based on the results of analysis using SBTN Sectorial Materiality Tool for Step 1a, we have identified business activities that have a significant impact on natural capital.
• Insurance retentions cover 84.1% of premiums written on corporate policies*3 as of March 31, 2024.
• The percentages of investments and loans held covers listed stocks, corporate bonds, and corporate loans in the investment and loan portfolios as of the end of March 31, 2024.

*1: Nature-related risk management analysis tools provided by Natural Capital Finance Alliance and others*1: Nature-related risk management analysis tools provided by Natural Capital Finance Alliance and others
*2: A tool provided by SBTs for Nature to screen, by industry, degrees of environmental impact
*3: Corporate policies for automobile insurance, fire insurance, miscellaneous (excluding construction insurance), cargo insurance, hull insurance, and aviation insurance*3: Corporate policies for automobile insurance, fire insurance, miscellaneous (excluding construction insurance), cargo insurance, hull insurance, and aviation insurance
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VH:Very High
H:High
M:Medium

   L:Low
V L:Very Low

GICS 
Sector 
Code

GICS Sector

Energy
Materials

Industrials
Consumer Discretionary

Consumer Staples
Health Care

Financials
Information Technology

Communication Services
Utilities

Real Estate

Land/ freshwater/
ocean use change

Land use 
change

Freshwater 
use change

Ocean use 
change

GHG 
emissions Water use

Climate 
change

Other 
resource 

extraction

Resource use/
replenishment

Pollution/pollution removal

Non-GHG 
air 

pollutants
Soil/water 
pollutants

Waste 
generation 

and disposal

Introduction 
of invasive 

alien species
Distur-
bances

Invasive 
alien 

species 


