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The impact of earthquakes on businesses
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The impact of earthquakes on businesses

The tectonic of Taiwan results from the collision between the Luzon Arc and the
Chinese continental margin. In the northeastern part, the Philippine Sea plate
subducts northwestward underneath the Eurasian plate along the Ryukyu Trench. In
the southern part, the Eurasian plate oceanic lithosphere under the South China Sea
subducts to the east beneath the Philippine Sea plate along the Manila trench. The
major part of the island results from the strong convergence between the two plates
with the main convergent boundary being along the Longitudinal Valley. The largest
earthquake in the past century, Chi-Chi earthquake, it was the movement of the
Chelungpu fault that registered 7.3 on the Richter scale in September of 1999, killed
2471 people. The final estimated insured loss was USS 558 million. 2016 Meinong
earthquake (MI=6.6; 03:57:26.1 Local Time; 22.92°N, 120.54°E; depth 14.6 km ) is the
largest event recorded in southwestern Taiwan in the last four decades. 117 persons
were killed by this earthquake. The insured loss was USS 833 million. Although
earthquake and typhoon/flood can give rise to significant catastrophe losses for
Taiwan insurers, most agree that it is the earthquake that has the potential to cause
the most severe catastrophe losses. Earthquake exposures are therefore the most
significant driver of cover and pricing of the catastrophe excess of loss programmes
purchased by the market. The largest accumulation of aggregate exposure for most
companies is located in City of Taipei, HsinChu and Tainan, so it is these areas that are

of particular focus in our study.



