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The buyer and seller of an event-based solution agree on a tiered payout 
formula (see Figure 1). Unlike traditional coverage, which often requires 
an extensive claims process, parametric payouts are typically made within 
days, as soon as third-party index data is available to calculate the formulaic 
payout. If the index is triggered, the agreed payment is made, which enables 
quick liquidity at a time of need. Coverage can be placed in an insurance or 
derivative format. If placed as insurance, a buyer is typically required to attest 
to having losses equal to or larger than the payout made — but only after 
receiving the payout. If the preference is to place protection in derivative 



Filling insurance gaps
Parametric solutions are typically used to supplement your existing insurance 
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deductibles or exclusions, and non-damage business interruption. Quick payouts 
can enhance your company’s liquidity, reduce revenue volatility, and enable 
investment in post-loss priorities, such as aiding affected employees. 

Custom-built solutions 
Marsh specialists have deep experience in developing index-based solutions, 
and can help you build a program that correlates with your exposures, leading to 
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extensive history that will allow for historical analysis.

Once we understand your challenges, our specialists can model the relationship/
correlations between your historical losses, exposures, and available data, and 
LM[QOV I \IQTWZML XIZIUM\ZQK [WT]\QWV @M[\[ WV PQ[\WZQKIT LI\I ITTW_ ][ \W LMɏVM
payout formulas, attachment points, and limits, enabling us to provide you with 
an estimate of the program’s cost. We will then negotiate favorable pricing and 
terms with insurers on your behalf. The process typically takes between four and 
eight weeks.

Marsh is one of the Marsh McLennan Companies, together with Guy Carpenter, Mercer, and 
Oliver Wyman. This document and any recommendations, analysis, or advice provided by Marsh 
(collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding any individual 
situation and should not be relied upon as such. The information contained herein is based on 
sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh 
shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other 
party arising out of this publication or any matter contained herein. Any statements concerning 
actuarial, tax, accounting, or legal matters are based solely on our experience as insurance brokers 
and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for 
which you should consult your own professional advisors. Any modeling, analytics, or projections 
are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any 
underlying assumptions, conditions, information, or factors are inaccurate or incomplete or should 
change. Marsh makes no representation or warranty concerning the application of policy wording 


