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What We’ll Discuss Today

1. Public and private residential property 
insurance overview

2. Climate-related perils are stressing markets
3. A closer look: Eaton and Palisades Fires
4. Federal and state policy outlook
5. Conclusions 
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Four Key Points

• Rising residential insurance costs are adding to housing cost burdens. 

• Concerns are growing among residents and policymakers about future availability and 
affordability of residential property insurance.

• Property- and regional-level measures, private sector innovation, and well-designed regulation can 
help increase insurance availability and affordability. 

• Risk-based pricing can signal risk, but doesn’t directly reduce risk; insurance is just one tool in the 
risk management toolbox! 



I. Public and Private Residential 
Property Insurance Overview
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What Is Residential Insurance?

• Residential insurance: a type of property insurance that covers a policyholder’s residential 
structure and/or belongings from damage, theft, and other liabilities.

• Examples of common residential insurance policies: 

o homeowners insurance (multi-peril; structure and contents)
o dwelling coverage (multi-peril; structure)
o commercial coverage (multi-peril; structure and contents)
o renters insurance (multi-peril; contents)
o flood insurance (single-peril; structure and contents)
o earthquake insurance (single-peril; structure and contents)
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Why Does Residential Property Insurance Matter?

• Facilitates access to mortgage credit, home 
equity lines of credit, rental housing.

• Preserves value of hard-earned home equity, 
personal possessions stored at home (You & 
Kousky, 2024)

• “Protection gaps” create financial vulnerability; 
~12% of homeowners do not purchase 
homeowners insurance (III, Munich RE, 2023).

Sources: You & Kousky (2024); III, Munich RE (2023).

https://onlinelibrary.wiley.com/doi/10.1111/jori.12466
https://www.munichre.com/landingpage/en/weather-gauge.html#survey
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How Are Residential Property Insurance Premiums Determined?

• Current and future residential insurance prices depend on multiple parties:
1. Regulators (ratemaking decisions)
2. Insurance firms (pricing sophistication, business strategy)
3. Policyholders (individual adaptation, deductible choice)
4. External factors (community wildfire risk; cost of materials/labor)

• Recent homeowners insurance premium spikes are driven by elevated replacement costs and 
increasing event severity. 
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Rising Homeowners Insurance Premiums Are Exacerbating 
Homeowner Cost Burdens

Notes: 1Pertains to HO-3 homeowner package policy for owner-occupied dwellings in 1 to 4 family units. This is the most common package written. Average homeowners 
insurance premiums for 2022-2024 are calculated by multiplying Insurance Information Institute estimates of average homeowners premium in 2021 by estimated annual effective 
homeowners insurance rate changes nationwide according to S & P Global. Premiums are calculated in 2024 US dollars using US Bureau of Labor Statistics Consumer Price 
Index (CPI): All Items. S&P CoreLogic Case-Shiller National Home Price Index is also adjusted by CPI: All Items per St. Louis Fed calculations. March 2006=100.
Sources: Insurance Information Institute (2022); S&P Global; U.S. Bureau of Labor Statistics; Property Insurance Plans Service Office; Federal Reserve Bank of St. Louis. 
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https://www.iii.org/table-archive/21407
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/us-homeowners-insurance-rates-jump-by-double-digits-in-2023-80057804
https://fred.stlouisfed.org/graph/?g=kYEb
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Climate Change Is Impacting Perils Covered by Common 
Residential Insurance Policies
Climate change physical impact Peril Insurance policy affected

• Sea level rise
• More extreme precipitation

• Flood • Flood insurance (single-peril)

• Drought
• Higher temperatures

• Wildfire • Homeowners insurance (multi-peril)
• Renter’s insurance (multi-peril)

• More rapid hurricane 
intensification

• Higher peak wind speeds

• Wind
• Storm surge

• Homeowners insurance (multi-peril)
• Flood insurance (single-peril)

Sources: IPCC Sixth Assessment Report, Working Group I; Barnes et al. (2025) 

https://www.ipcc.ch/report/ar6/wg1/
https://www.worldweatherattribution.org/wp-content/uploads/WWA-scientific-report-LA-wildfires.pdf
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Insured Losses Are Driven by Frequency and Severity of Covered 
Perils and Claims

Note: ”Other” pertains to all other property damage, liability, and credit card.
Source: Insurance Information Institute.

Wind and hail
41%

Water damage 
and freezing
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Homeowners insurance insured losses by cause, 2022
Loss cause Average 

claim (2018-
2022

Claims 
frequency 
(2018-2022) 
[per 100 
house-
years]

Fire and 
lightning

$83,991 0.24

Wind and 
hail

$13,511 2.82

Water 
damage and 
freezing

$13,954 1.61

https://www.iii.org/fact-statistic/facts-statistics-homeowners-and-renters-insurance
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Scope and Nature of Public Sector Involvement Varies Across 
Residential Insurance Markets

Public Private

• FEMA’s National 
Flood Insurance 
Program (1968)

• California 
Earthquake 
Authority (1996)

Residual markets Private insurers

State-mandated 
associations of private 

insurers (aka, FAIR plans)

• California FAIR Plan 
(1968)

• Massachusetts 
Property Insurance 
Underwriting 
Association (MPIUA) 
[1968]

State public 
insurance entities

• Citizens Property 
Insurance 
Corporation (FL) 
[2002]

• Louisiana Citizens 
Property Insurance 
Corporation (2003)

Non-admitted insurers 
(surplus lines)

Admitted private
 insurers

• State Farm
• Allstate
• Liberty Mutual

Public insurers



II. Climate-related Perils Are Stressing   
Insurance Markets
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Homeowners Insurance Line of Business Delivers Limited and 
Uncertain Profits

 

Source: Federal Insurance Office, U.S. Department of the Treasury. “Analyses of U.S. Homeowners Insurance Markets, 2018-2022: Climate-Related Risks 
and Other Factors.” January 2025.  
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https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
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Claim Frequency, Non-renewal Rates Are High in Zip Codes 
with Relatively High Climate-Related Risks

.

Note: Zip code tabulation area (ZCTA) climate-related risk is estimated as the sum of expected annual losses to buildings from homeowners insurance perils divided by 
total building value. More information on calculations available in Section IV.A of the US Treasury report cited below. Perils included in risk group categorization include: 
cold wave, hail, heatwave, hurricane, lightning, strong wind, tornado, wildfire, and winter weather.
Source: JCHS tabulations of US Treasury Department Federal Insurance Office PCMI data. “Analyses of U.S. Homeowners Insurance Markets, 2018-2022: Climate-
Related Risks and Other Factors.” January 2025. 
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https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
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Claim Severity, Premiums Are High in Zip Codes with 
Relatively High Climate-Related Risks

.

Note: Zip code tabulation area (ZCTA) climate-related risk is estimated as the sum of expected annual losses to buildings from homeowners insurance perils divided by 
total building value. More information on calculations available in Section IV.A of the US Treasury report cited below.  
Source: JCHS tabulations of US Treasury Department Federal Insurance Office PCMI data. “Analyses of U.S. Homeowners Insurance Markets, 2018-2022: Climate-
Related Risks and Other Factors.” January 2025. 
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https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
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A Growing Number of Residential Policies Are Moving Into 
Residual Markets

Note: According to the Insurance Information Institute, the five above US states have the highest number of residential policies in Fair Access to Insurance Requirements (FAIR) 
plans in the United States. Florida statistics reflect the number of policies in force on December 31 of each year. Right axis scale reflects the estimated aggregate value of all 
insurance in all FAIR plans in all lines (except liability and crime) in 2024 US dollars using US Bureau of Labor Statistics Consumer Price Index – All Items adjustment. 
Sources: Insurance Information Institute; California Department of Insurance; Florida Citizens Property Insurance Corporation. 
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Citizens Property Insurance Corporation of Florida: A National 
Bellwether

Source: Citizens Property Insurance Corporation Market Reports. 2025 data are reported policies in January 2025; market share estimates note available.  
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California’s Fair Access to Insurance Requirements (FAIR) 
Plan Is Experiencing Unprecedented Growth and Stress  
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Source: California FAIR Plan. 2024 data represent totals from September 2024 statistics. 

https://www.insurance.ca.gov/01-consumers/200-wrr/upload/CDI-Fact-Sheet-Summary-on-Residential-Insurance-Policies-and-the-FAIR-Plan-v-011325-2.pdf
https://www.cfpnet.com/wp-content/uploads/2024/11/CFP5yearPIFGrowthbyzipcodethrough09302024(Residential%20line)20241112v001.pdf
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State Residual Markets Are Incentivized to Transfer Policies to 
Private Insurers

• States (e.g., Florida, California, Louisiana) have explicit statutory obligations to depopulate their 
residual markets.

• Residual plans are typically required to adjust premiums and coverage to remain “noncompetitive” 
with private insurers. 

• Recent work by Sastry et al. (2025) in Florida finds Demotech-rated insurers (with relatively high 
insolvency risks)“ dominate Citizens’ depopulation program.”

• In Florida, California, a growing number of residential policies are written by non-admitted insurers 
in “surplus lines.”

Sources: Sastry et al. (2025). “When Insurers Exit: Climate Losses, Fragile Insurers, and Mortgage Markets.” Working paper available here.

https://download.ssrn.com/2024/12/13/4674279.pdf?response-content-disposition=inline&X-Amz-Security-Token=IQoJb3JpZ2luX2VjECQaCXVzLWVhc3QtMSJGMEQCIE4vCw7gEyD8lSabHoCerDEW3DhGKh7CxauHfMJoJBGWAiAl7UmubuJGg182F30pYhdvXFyjwRwPgyxUQ%2BdCr3I5gCq9BQh9EAQaDDMwODQ3NTMwMTI1NyIMNiGRESjICOE%2BjnGVKpoFq%2B21pZmvng87lMieEQie9koppCpZJqj4FPgSAdrkr4FLus0HoLT7KfEh1RbpqHhuV88%2F28694M6i1rJ8LZ1HnutTWzpeLe6bVXjBpG%2FLmdFNwc0D5m7d5xO3HgX1f7%2B4fqtQqiridJ5RnmlJrAVOR9P9GiBTaWflLqf7y2oATx6lWZeTcBwjejp%2ButCNLoh1H5Y0ER2DE57Uhm10wRYgLb8G0NmvkBQG1m3dAziccUM60KBuaLXYsP6mJ%2FpMdEQcjiv0KnxhXb%2BsKjf0wHwaHxsJxX8%2FhZXy84U07nbKZY1vzbtNeX8S2LNLaixHJUV2SfQl4yqwGJSpMOt8eCRR%2BdQQgkyUOUyMgjFazOYLNfolm4frz%2B3XI3%2FIkJLs3FGY5qnEKjO908PyebwTDuaE21aG2239PFmZ32QYiwV3489Y%2BfbF0jffBbGwYRcLLxjj7uTzytBb%2BONL%2BBP%2F2Ru6KHBdUervnU2b9Fkz9jT6A4dKNJafrxQmtRP6VXc2ioXPexMRBeuP%2B9djDdKXqRcGmEFq%2FnB4pUfDtfrqUuvZLd4Ai6MIJKATWPsEAwapkZlxPRxkiNp%2B6GVw25PEDFosChvDQkOAHxjcLYemoSVTEeTs0QNGEldGnzBm%2BU1opM8iA%2F9tDLNcOmMd9r6Z44a%2BxGrWH14J7AUR%2B5GbsPHOXmjin%2B08pGAkcxup5KgC0DjajSdxGk%2Bvvq3bee0T8R22tCuVU%2BthRsrvCL9%2BZUoIkbEm5EO8TZa6ar%2BIBq6BiDjXLxDzfxL9IlUyRviVrkDVxgpuK3XRkmWGLX7IHBBDS18xottN0s8c7yuqdXNDRtjNaw5P5dIaCcP5UiKCYlVDETJsYShxbyGX25iexFVjI%2B%2Bt%2FEvvFfBsPBG6MKvB7L4GOrIBpaWh4Bh9W9botWtMfAuKnk%2FpznvMOR65iV1SR8mUeY22Ue9z7eHYUKJTXyssOr%2Bd60fbRueB%2BtUewV3YJzMVLCwT6wtffJipTRpBriCM0LQXmx4PjC0vu%2BgrzT%2F8wETBz7g4D0cARjxFJ0g1USAHfAZcg6aXTDkW%2FXKWUfy7gMlcpDxZLtcsZ1Xg%2FUiHPsFRcEoUveCN49Uud%2B6O%2Fva0Nk4CEfsG6dB30zK8EiVrrheuqA%3D%3D&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20250319T210534Z&X-Amz-SignedHeaders=host&X-Amz-Expires=300&X-Amz-Credential=ASIAUPUUPRWEZGYUMOKT%2F20250319%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=41e445dd843f25cf225a065413797e1804e62f995c9ca44a63723e84b2e66453&abstractId=4674279
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Flood Insurance Coverage Remains Limited Despite Federal Underwriting, 
Mandatory Purchase Requirements, Growing Flood Risks

Note: Figure reflects year in which policy was written. Written exposures are calculated in 2024 US dollars using the US Bureau of Labor Statistics Consumer Price Index 
Inflation Calculator. Data only reflect NFIP policies covering flood peril corresponding to residential occupancy types (i.e., corresponding to values 1, 2, 3, 11, 12, 13, 14, 
15, or 16 for FEMA’s “occupancyType” variable). Approximately 94.8% of the ~84.0 million NFIP policies from 2009-present in the OpenFEMA dataset were residential. 
Source: Federal Emergency Management Agency “OpenFEMA Dataset: Federal Insurance and Mitigation Administration National Flood Insurance Program Redacted 
Policies – v2”. Data accessed November 13, 2024. 
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Insurance Markets Are Not Designed to Price Medium- And 
Long-Term Climate Risks (e.g., Sea Level Rise)

Note: “SLR-plain” refers to areas projected to be permanently inundated by six feet of sea level rise absent adaptation. “SFHA” refers to FEMA’s Special Flood Hazard 
Area, which is estimated to have a 1% annual exceedance probability of flood exposure. 
Source: Koller, S. “Housing disparities and estimated effects of projected mean sea level rise exposure on residential property value.” Under review. 



III. A Closer Look: Eaton and 
Palisades Fires
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Palisades and Eaton Wildfires: Estimated $76-$131 Billion in 
Property and Capital Losses

Source: United States Census Bureau (2023) American Community Survey five-year estimates; Microsoft AI for Good Lab; Li & Yu (2025).  
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Eaton and Palisades Fires Impacted Relatively High-Income Zip Codes

Source: US Census Bureau American Community Survey (2023) five-year estimates.
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Pacific Palisades’ Homeowners Insurance Premiums Are Much 
Higher than the National Average

Source: JCHS tabulations of US Treasury Department Federal Insurance Office PCMI data. “Analyses of U.S. Homeowners Insurance Markets, 2018-2022: Climate-
Related Risks and Other Factors.” January 2025. 
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https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
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Non-renewal Rates in Acutely Fire-Affected Areas Were Above 
State and National Averages

Sources: JCHS tabulations of  December 2024 US Senate Budget Committee “Next to Fall” report data (California totals); US Treasury Department Federal Insurance 
Office PCMI data. “Analyses of U.S. Homeowners Insurance Markets, 2018-2022: Climate-Related Risks and Other Factors.” January 2025. 
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https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
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Homeowners Who Can Afford High Premiums May Still Face 
Availability Challenges 

Sources: JCHS tabulations of US Treasury Department Federal Insurance Office PCMI data. “Analyses of U.S. Homeowners Insurance Markets, 2018-2022: Climate-
Related Risks and Other Factors.” January 2025. 
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https://home.treasury.gov/system/files/311/Analyses_of_US_Homeowners_Insurance_Markets_2018-2022_Climate-Related_Risks_and_Other_Factors_0.pdf
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Before Eaton and Palisades Fires, a Growing Number of Residential 
Policies Moved Into FAIR Plan in Fire-affected ZIP codes 
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Policyholders Statewide Will Pay More Because California 
FAIR Plan Is/Was “substantially threatened with insolvency.”

• California FAIR Plan: 4,794 claims from Eaton 
and Palisades fires; estimated total FAIR Plan-
insured losses of $4+ billion. 

• California Insurance Commissioner’s Order No. 
2025-1 (February 11, 2025) authorized $1 billion 
emergency assessment on all “Plan members.”

• Costs are assessed on all member insurers’ 
policyholders across Dwelling and Commercial 
lines; some exceptions (e.g., auto).

Source: California Insurance Commissioner Bulletin 2025-4; Order No. 2025-1.

https://www.insurance.ca.gov/0250-insurers/0300-insurers/0200-bulletins/bulletin-notices-commiss-opinion/upload/Bulletin-2025-4-Updated-Guidance-regarding-Insurer-Recoupment-Procedures-in-Response-to-Assessment-by-the-FAIR-Plan.pdf
https://www.insurance.ca.gov/0250-insurers/0500-legal-info/0700-commissioners-orders/upload/Order-No-2025-1-Approving-the-California-FAIR-Plan-Association-s-Request-to-Issue-Assessment.pdf


IV. Federal and State Policy 
Outlook
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Consumers, Insurance Industry, State Regulators Will Continue 
to Negotiate and Adapt

Source: California Department of Insurance; AM Best; Martín et al. (2024). 

• December 2024: California adopts and amends 
regulations allowing “insurers to use forward-looking 
catastrophe models in their rate calculations”; stipulation: 
insurers committed to writing more policies in high-risk 
areas. 

• March 2025: California Department of Insurance 
preliminarily approves State Farm average homeowners 
insurance premium increase of 22%; stipulation: public 
hearing and pause on policy cancellations. 

• Low-income households and households of color less 
likely to be satisfied with their claims process (Martín et 
al., 2024)

https://legaldocs.insurance.ca.gov/CyberDOCS/Libraries/DOCS_WEB/Common/frameset.asp?initpage=%2FCyberDOCS%2FLibraries%2FDOCS%5FWEB%2FCommon%2Fviewdocact%2Easp&initarg=lib%3DDOCS%5FWEB%26doc%3D364123%26rendition%3Dhtml
https://news.ambest.com/newscontent.aspx?refnum=261011&altsrc=23
https://www.urban.org/sites/default/files/2024-01/Housing_Resilience_in_Greater_New_Orleans.pdf
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Federal Government Is Poised to Retreat from Residential 
Insurance Markets and Climate Risk Preparedness

Sources: Project 2025, Chapter 5; Executive Order 14180; Executive Order 14148; H.R. 6944.

• Project 2025, Chapter 5: argues for privatization of the 
National Flood Insurance Program. 

• January 2025: Executive Order No. 14180 establishes 
“Council to Assess the Federal Emergency Management 
Agency.”

• January 2025: Executive Order No. 14030 on Climate-
related Financial Risk rescinded via Executive Order No. 
14148

• Relevant Congressional bills (e.g., H.R. 6944 to establish a 
federal reinsurance program) have been written and 
introduced; limited near-term prospects for passage.  

https://static.project2025.org/2025_MandateForLeadership_CHAPTER-05.pdf
https://www.federalregister.gov/documents/2025/01/31/2025-02173/council-to-assess-the-federal-emergency-management-agency
https://www.whitehouse.gov/presidential-actions/2025/01/initial-rescissions-of-harmful-executive-orders-and-actions/
https://www.congress.gov/bill/118th-congress/house-bill/6944
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There Are Reasons to Be Optimistic About Future Affordability 
and Availability of Residential Property Insurance

• Innovative construction approaches (e.g., FORTIFIED) and salient financial incentives (e.g., 
Strengthen Alabama Homes program) can reduce vulnerability. 

• Non-profit organizations (e.g., Insurance for Good, InnSure) are increasingly leveraging risk 
transfer to achieve social and environmental goals.

• Promising insurance products (e.g., parametric insurance, building code coverage) can simplify 
claims processes and/or facilitate climate-resilient development post-disaster.

• Growing number of climate-related peril disclosure requirements and democratization of climate 
risk data products can lead to better-informed housing choices.



V. Conclusions



35 | © PRESIDENT AND FELLOWS OF HARVARD COLLEGE Joint Center for Housing Studies of Harvard University

Conclusions

• Rising residential insurance costs are adding to housing cost burdens. 

• Concerns are growing among residents and policymakers about future availability and 
affordability of residential property insurance.

• Property- and regional-level resilience measures, private sector innovation, and well-designed 
regulation can help increase insurance availability and affordability. 

• Risk-based pricing can signal risk, but doesn’t directly reduce risk; insurance is just one tool in the 
risk management toolbox! 
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An ounce of prevention is worth a pound of cure.

-Benjamin Franklin in “On Protections of Towns from Fires,” circa 1735

Source: Franklin, B. (1735) The Pennsylvania Gazette. 

https://founders.archives.gov/documents/Franklin/01-02-02-0002


Thank You!
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