
Public/Private Risk-Sharing Mechanisms Help Manage the Financial Threat of TerrorismGUY CARPENTER

 

Public/Private Risk-Sharing Mechanisms Help 
Manage the Financial Threat of Terrorism

Depending on domicile, insurers can often access public/private risk-sharing 
mechanisms that can help manage the financial threat of terrorism. Coverage 
purchased via these mechanisms is typically triggered by a national government’s 
declaration that a terrorist event has occurred. 

Given the potential scale of the threat and impact on the insurers’ 

distribution channels, several of these risk-sharing pools have 

taken bold steps to increase their penetration into additional 

coverages and lines. 

Due to the existence of these pools, property insurance 

policies can often be extended to include terrorism coverage 

in accordance with the cover offered by the pool. Although 

originally designed for property losses, the covers are 

evolving in line with new threats. Some areas of focus for 

these pools include: 

 • Non-damage business interruption 

 • Cyber 

 • Victim compensation. 

In the United Kingdom, Pool Re recently succeeded in 

broadening its cover to include damage and associated business 

interruption caused by remote electronic means. The Counter-

Terrorism and Border Security Bill, which includes the provision 

for Pool Re to cover non-damage business interruption, received 

Royal Assent on February 12, 2019. 

In Belgium, the government is expected to pass new legislation 

for TRIP (the Belgium Terrorism Risk and Insurance Pool) to cover 

active shooter-type events and to provide indemnification to 

uninsured victims. 

In the United States, the Department of the Treasury clarified 

that malicious cyber activity could potentially constitute an 

act of terrorism under the Terrorism Risk Insurance Program 

Reauthorization Act of 2015 (TRIPRA) depending on the specific 

circumstances of the loss presented. As a result, to the extent 

that cyber insurance is written under a policy that is within the 

definition of a TRIPRA-eligible line of insurance, such activity 

can be covered. Such TRIPRA-eligible policies are required to 

make terrorism risk insurance available and to offer the potential 

availability of the federal backstop for losses arising under such 

policies from a certified act of terrorism. 

Most of the pools undergo periodic reviews to ensure that their 

existence and terms of operation fit the purpose for which 
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FIGURE 1. Public/private terrorism risk-sharing mechanisms

Country Terrorism Pool or Reinsurance Mechanism Year Est. Policyholder Coverage

Australia Australian Reinsurance Pool Corporation (ARPC) 2003 Elective

Austria Österreichischer Versicherungspool zur Deckung von Terrorrisiken 
(The Austrian Terrorpool) 2002 Elective

Bahrain Arab War Risks Insurance Syndicate (AWRIS) 1981 Elective

Belgium Terrorism Reinsurance & Insurance Pool (TRIP) 2007 Elective For Large 
Property Risk

Denmark Danish Terrorism Insurance Scheme 2010 Elective

Finland Finnish Terrorism Pool 2008 Elective

France Gestion de l’Assurance et de la Réassurance des risques Attentats et 
actes de Terrorisme (GAREAT) 2002 Mandatory

Germany Extremus Versicherungs-AG 2002 Elective

Hong-Kong – China Motor Insurance Bureau (MIB) 2002 Elective

India India Market Terrorism Risk Insurance Pool (IMTRIP) 2002 Elective

Indonesia Indonesian Terrorism Insurance Pool (MARIEN) 2001 Elective

Israel The Victims of Hostile Actions (Pensions) Law and The Property 
Tax and Compensation Fund Law

1970/ 
1961 Mandatory

Namibia Namibia Special Risk Insurance Association (NASRIA) 1987 Elective

Netherlands Nederlandse Herverzekeringsmaatschappij voor 
Terrorismeschaden (NHT) 2003 Elective

Northern Ireland Criminal Damage Compensation Scheme Northern Ireland 1972 Elective

Russia Russian Anti-Terrorism Insurance Pool (RATIP) 2001 Elective

South Africa South African Special Risk Insurance Association (SASRIA) 1979 Elective

Spain Consorcio de Compensación de Seguros (CCS) 1941 Mandatory

Sri Lanka Strike, Riot Civil Commotion and Terrorism Fund – Government 1987 Elective

Switzerland Terrorism Reinsurance Facility 2003 Elective

Taiwan Taiwan Terrorism Insurance Pool 2004 Elective

United Kingdom Pool Reinsurance Company Limited (POOL RE) 1993 Elective

United States Terrorism Risk Insurance Program Reauthorization Act 
of 2015 (TRIPRA) 2002 Elective

Sources: Marsh, Guy Carpenter, US Government Accountability Office, World Forum of Catastrophe Programs, Organization for Economic Co-operation and Development
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they were formed, allowing the pools to adapt to the peril and 

coverage gaps created by the changing character of the threat. 

However, the very process designed to ensure their relevance 

is itself restrictive; many of the pools wish to be more proactive 

than their current legislative construct perhaps allows. 

Figure 1 lists the risk-sharing mechanisms and Figure 2 

graphically outlines the countries/regions where a terrorism 

pool or similar risk-sharing mechanism exists. Although terrorists 

are actively seeking to attack Western targets, the analysis of 

recent global terrorist actions shown on the map, suggests that 

terrorism events occur predominantly in countries where no 

such mechanism exists. (Note: The bubbles represent combined 

events across regions rather than actual event countries.) 

Looking to the future, and as implied in Figure 2, additional or 

new risk-sharing pools could become powerful instruments that 

help to transfer risk from government balance sheets into the 

private sector. They could help to reduce the economic burden 

of terrorist events in parts of the world in need of this support 

and they can be used as vehicles to drive change in the market if 

additional impetus is required.

FIGURE 2. Terrorism events Q2 2018 and regions with terrorism insurance schemes

Source: Marsh, Guy Carpenter, US Government Accountability Offices, World Forum of Catastrophe Programs, 
Organization for Economic Cooperation, Pool Re Terrorism Frequency Quarterly Report 3/2018.
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• Increasingly congested and competitive 
market

• New coverages to align with emerging 
threats

• Expansion to Cyber and Liability Lines

• Additional Specialized Limits
and Capacity

• Bataclan

• Brussels Airport

• Nice

• Berlin

• London and Manchester 2017

• Orlando Pulse Nightclub

• San Bernardino 

• NYC truck attack 

• Threat mostly from Islamic extremism

• Highly networked, use of the internet

• Independent operational cells

• Complexity of the peril increasing

• Damage to property increasingly likely to 
be linked to wider mass casualty events 
rather than being the actual target

• Lone Local Actors (Islamic extremism 
Inspired)

• Coverage triggered by defined terrorism 
and related to Cyber Attacks 

• Armed Assailant mass casualty
– malicious attacks

F1 – QUADRANT THREAT INTELLIGENCE MODEL OF CYBER CAPABILITIES

Source: Institute for Economics and Peace.

F2 – A MATURING MARKET MEETS AN EVOLVING PERIL
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Source: Marsh, Guy Carpenter, U.S. Government Accountability O�ce, World Forum of Catastrophe Programs, Organization 
for Economic Cooperation, Pool Re Terrorism Frequency Quarterly Report, Q2, 2018.

F3 – THE ECONOMIC IMPACT OF TERRORISM, 2000-2016 F4 – TERRORISM EVENTS Q2 2018 AND REGIONS WITH TERRORISM INSURANCE SCHEMES
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 Firearms were the most commonly used 
weapon in attacks, followed by explosives.

 Police, military and Government targets 
remain the most frequently attacked sectors, 
followed by crowded places.
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F0 – PHYSICAL VALIDATION OF CFD MODELING APPROACHES VIA SCALE MODELS
FIGURE 3. Global attack methodology (Q2 2018) FIGURE 4. Global attack target types (Q2 2018) 

    

Source:  Q2 2018 data from the Pool Re Terrorism Frequency 3/2018 Quarterly Report.
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Guy Carpenter & Company, LLC provides this report for general information only. The information contained herein is based on sources we believe reliable, but we do not 
guarantee its accuracy, and it should be understood to be general insurance/reinsurance information only. Guy Carpenter & Company, LLC makes no representations or 
warranties, express or implied. The information is not intended to be taken as advice with respect to any individual situation and cannot be relied upon as such.

Statements concerning tax, accounting, legal or regulatory matters should be understood to be general observations based solely on our experience as reinsurance brokers 
and risk consultants, and may not be relied upon as tax, accounting, legal or regulatory advice, which we are not authorized to provide. All such matters should be reviewed 
with your own qualified advisors in these areas.

Readers are cautioned not to place undue reliance on any historical, current or forward-looking statements. Guy Carpenter & Company, LLC undertakes no obligation to 
update or revise publicly any historical, current or forward-looking statements, whether as a result of new information, research, future events or otherwise.

The trademarks and service marks contained herein are the property of their respective owners.

©2019 Guy Carpenter & Company Ltd. All rights reserved.

About Guy Carpenter
Guy Carpenter & Company, LLC is a leading global risk and 

reinsurance specialist with more than 3,100 professionals in 

over 60 offices around the world. Guy Carpenter delivers a 

powerful combination of broking expertise, trusted strategic 

advisory services and industry-leading analytics to help clients 

adapt to emerging opportunities and achieve profitable 

growth. Guy Carpenter is a wholly owned subsidiary of Marsh 

& McLennan Companies (NYSE: MMC), the leading global 

professional services firm in the areas of risk, strategy and 

people. With 75,000 colleagues and annualized revenue 

approaching $17 billion, Marsh & McLennan helps clients 

navigate an increasingly dynamic and complex environment 

through its market-leading companies including Marsh, 

Mercer and Oliver Wyman. For more information, visit www.

guycarp.com and follow Guy Carpenter on LinkedIn and 

Twitter @GuyCarpenter.


