EXTREME WEATHER EVENTS AND INSURANCE MARKET OUTCOMES IN EMERGING MARKETS 
ABSTRACT
One popular extreme-weather event management technique used in the wake of extreme weather events to mitigate economic losses at both the macro and micro levels is the prompt distribution of capital, such as grants and aid. However, it has been shown that grants and aid are insufficient to reconstruct an economy following extreme weather events, necessitating additional funding sources, including insurance and loans. Despite the role of insurance and reinsurance industries in managing extreme weather event losses, there is an empirical gap on the effect of extreme weather events and insurance market outcomes.
This study examined the effect of extreme weather events on insurance market outcomes like financial stability, insurance market cycle, and insurers’ resilience. It further examined the moderating role of reinsurance and market power between extreme weather events and insurers’ financial stability, as well as the moderating role of market power between extreme weather events and the insurance market cycle. The study also performed a comparative analysis between Ghana and Kenya on the relationship between reinsurance demand, market structure, and the financial stability of insurers. Using a sample size of 55 insurers in Ghana for the study period from 2008 to 2022, the fixed/random effects showed that extreme weather events reduce insurers’ financial stability. However, the adverse effect of extreme weather events on insurers’ financial stability is reduced in the presence of reinsurance and market power. Furthermore, the two-stage instrumental variable regression showed that while the frequency of extreme weather events (catastrophe losses) increases (reduces) insurance output price (insurance availability), causing a hard market, insurers’ ability to increase insurance availability upon the occurrence of catastrophic losses is conditioned on market power. The method of moments quantile regression results showed that extreme weather events reduce the resilience of insurers. For the last objective, using 59 Kenyan insurers for a comparative analysis, a U-shaped link exists between reinsurance demand and insurers' financial stability in Ghana, while in Kenya, it's an inverted U-shaped relationship. In addition, the efficiency of reinsurance demand depends on competitive market conditions in Ghana and Kenya.
[bookmark: _GoBack]The study makes a significant contribution to empirical and theoretical literature by integrating climate economics, industrial organisation theory, risk management theory, and insurance economics.
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