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Tragic wildfires in the state of Hawaii have caused significant loss of life. They have also affected thousands of 
properties, with the historic city of Lahaina on the island of Maui severely destroyed. Catastrophe modeling 
firm Verisk cites dry conditions and winds from hurricane Dora passing to the south as helping to “fan and 
spread the flames.” It is uncertain if electrical equipment is also responsible, though Hawaiian Electric (HE) is 
under scrutiny for not shutting off power in vulnerable areas. Spectrum does not own HE. Many major insurers 
write home and auto and/or commercial property (e.g., hotel) coverage in Hawaii. However, given initial 
insured loss estimates in the single-digit USD billions, compared with annual insured catastrophes losses 
exceeding USD 100 billion in recent years—claims should be manageable in the context of third quarter 
earnings, though continue a string of high losses, particularly from more frequent but smaller events.

The elevated frequency of wildfires and small-to-mid-sized weather events are believed to be linked to 
changing climate conditions more so than mega-events like hurricanes. In fact, these so called “secondary 
perils” are on the rise and drove the bulk of elevated first half of 2023 insured catastrophic losses. Per Swiss 
Re: “Severe convective storms—storms associated with thunder, lightning, heavy rain, hail, strong winds and 
sudden temperature changes—caused USD 35 billion (nearly 70%) in insured losses worldwide in the first half 
of 2023. This means that insured losses are almost twice as high in a six-month period as the annual average of 
the last ten years...” Swiss Re also notes “above-average losses reaffirm a 5 – 7% annual growth trend in 
insured losses, driven by a warming climate but even more so, by rapidly growing economic values in urbanized 
settings, globally.”

Coupled with various inflationary pressures on repair costs, personal auto and home insurers were generally 
more affected by outsized losses in the first half of 2023 than global re/insurers. This follows aggressive 
reinsurance price increases and changes of terms to limit reinsurers’ exposure to these secondary perils after 
years of poor profitability. As such, leading reinsurers are now further removed from these more recurrent 
risks, while charging primary insurers significantly more to offer protection from, e.g., major hurricanes, 
quakes, and other acute but more remote perils.

Also, at the time of this writing, Typhoon Lan is expected to make landfall in Japan, near Osaka. As such, 
conditions are expected to remain supportive of reinsurance pricing power. Meanwhile, higher reinsurance 
costs are pressuring earnings for primary insurers. Insurers should ultimately look to pass this cost on to 
customers to defend profitability.

Most importantly, balance sheets are healthy and re/insurers remain disciplined underwriters.  While severe 
weather like the wildfires in Hawaii drive ongoing earnings pressure, large, well-capitalized re/insurers remain 
resilient.

Those affected by the devastating wildfires are in our thoughts.
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Risk considerations
Past performance is no guarantee of future results. Investing involves risk, including possible loss of principal. Fixed Income 
investments are subject to interest rate risk; when interest rates rise, the price of debt typically declines 

Important information
This material covers general information only and does not take account of any investor’s investment objectives or financial situation 
and should not be construed as specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, 
forecast or prediction of future events regarding an investment or the markets in general. Information presented has been derived 
from sources believed to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any reference to 
a specific investment or security does not constitute a recommendation to buy, sell, or hold such investment or security, nor an 
indication that the investment manager or its affiliates has recommended a specific security for any client account. Subject to any 
contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, 
disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of 
negligence) for errors or omissions in the information or data provided. 
This material may contain ‘forward-looking’ information that is not purely historical in nature and may include, among other things, 
projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material 
is at the sole discretion of the reader.  This material is not intended for distribution to or use by any person or entity in any jurisdiction 
or country where such distribution or use would be contrary to local law or regulation.  This document is intent for use in: 
 The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission. 
• Europe by Principal Global Investors (Ireland) Limited, 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296, Ireland. Principal Global 
Investors (Ireland) Limited is regulated by the Central Bank of Ireland.
Clients that do not directly contract with Principal Global Investors (Europe) Limited ("PGIE") or  Principal Global Investors (Ireland) 
Limited (“PGII”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority or the 
Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGII, PGIE or PGII may 
delegate management authority to affiliates that are not authorized and regulated within Europe and in any such case, the client may 
not benefit from all protections offered by the rules and regulations of the Financial Conduct Authority, or the Central Bank of 
Ireland.  In Europe, this document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied 
upon by Retail Clients (all as defined by the MiFID).
• United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, 
No. 03819986, which is authorized and regulated by the Financial Conduct Authority ("FCA"). 
• United Arab Emirates by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and 
authorized by the Dubai Financial Services Authority as a representative office and is delivered on an individual basis to the recipient 
and should not be passed on or otherwise distributed by the recipient to any other person or organization.
 Singapore by Principal Global Investors (Singapore)Limited (ACRAReg.No.199603735H), which is regulated by the Monetary 
Authority of Singapore and is directed exclusively at institutional investors as defined by the Securities and Futures Act 2001. This 
advertisement or publication has not been reviewed by the Monetary Authority of Singapore. 
• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the 
Australian Securities and Investments Commission and is only directed at wholesale clients as defined under Corporations Act 2001.
 This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH. 
 Hong Kong SAR (China) by Principal Asset Management Company (Asia) Limited, which is regulated by the Securities and Futures 
Commission. This document has not been reviewed by the Securities and Futures Commission. 
 Other APAC Countries/Jurisdictions, this material is issued for Institutional Investors only (or professional/sophisticated/qualified 
investors, as such term may apply in local jurisdictions) and is delivered on an individual basis to the recipient and should not be 
passed on, used by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or 
regulation.

Insurance products and plan administrative services provided through Principal Life Insurance Co. Principal Funds, Inc. is distributed 
by Principal Funds Distributor, Inc. Securities are offered through Principal Securities, Inc., 800-547-7754, Member SIPC and/or 
independent broker/dealers. Principal Life, Principal Funds Distributor, Inc., and Principal Securities are members of the Principal 
Financial Group®, Des Moines, IA 50392.
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