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FEASIBILITY STUDY ON SEISMIC RISK SWAP
AND ITS CONDITION SETTING

A Er, BE B ER, #R 5 Fo M
Harumi YASHIRO, Sei’ichivo FUKUSHIMA and Mitsuo TSUZUKI

Recently, some seismic risk management measures are utilized reflecting the quantitative and qualitative assessment of seismic risk.
These measures are categorized into risk control and risk financing; the former is essential to mitigate seismic risk and the latter is effective
to cover the unexpected loss caused by unforeseeable and complicated seismic events. In this paper, a seismic risk swap using a
parametric trigger is employed as a risk financing measure. Portfolios consisting of 50 facilities in Tokyo, Osaka and Fukuoka are
employed in order to examine the feasibility of seismic risk swap assuming that the exchanged annual expected losses are identical.
Through the examination, it is also proposed the procedure to determine the parameters used in parametric trigger based risk swap, from

the viewpoint of reduction in probabilistic maximum loss.
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