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A B S T R A C T  
 

This study analyzes the role of new risk transfer instruments, including Cat Bonds and Sidecar 
contracts, in financial policymaking. The present study uses a qualitative approach and systematic 
synthesis (metasynthesis) and reviews related studies in the period 2000 to 2025 based on the seven-
stage model of Sandelowski and Barroso. Out of 119 initial studies, 56 were selected as eligible for the 
final analysis. The extracted factors were classified into five main categories, including legal and 
regulatory factors, technical and risk management, market and technology, finance and investment, and 
behavioral and psychological factors, by identifying 27 factors that can help formulate strategies to 
increase the financial resilience of the government and capital market institutions and improve the 
efficiency of macroeconomic policies. The results show that "stock exchange structure", "risk 
management" and "capital market capacity" are the most important from the economic and financial 
policymaking perspectives, respectively. Therefore, understanding these factors, with respect to their 
degree of impact, can not only help investors and market regulators in the targeted design of these 
bonds in Iran, but also lead to optimal risk allocation, increased financial resilience of the government 
and capital market institutions, and improved efficiency of fiscal policies in the macroeconomics. 
These three factors can be essential prerequisites for attracting domestic and international institutional 
investors and deepening the capital market, which in turn prevents the concentration of systematic risk 
from climate shocks in the government balance sheet or the insurance sector. 

 

 

1. Introduction 

    The risk of catastrophic events is a major source of 
concern worldwide because it can have devastating effects 
on societies in terms of the cost of repairing damaged 
structures and commercial infrastructure, and with 
increasing intensity and frequency, it can have significant 
economic impacts on the macroeconomic and government 
budgets. This financial pressure from compensation has 
increased the need for new financial instruments and smart 

policymaking for risk management. Because increasingly 
intense and frequent events directly affect the financial 
resilience of governments and macroeconomic stability, 
they increase the need to use new risk transfer instruments 
to reduce economic pressure. Managing the risk of 
catastrophic events is one of the main challenges for 
insurance companies and financial markets in the economy 
of each country. The financial impacts of these events on 
governments and insurers cause huge national debts, 
bankruptcies of insurers, depletion of national disaster 
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reserve funds, long-term recovery and reconstruction of the 
affected area, and stagnation of the local-national 
economy. Hence, a direct connection between the 
insurance industry and the capital market has been 
established under the concept of converting risk into 
securities. Securitization, through its connection with 
capital markets and risk transfer, can play an important 
role in this regard, in such a way that the transfer of risk to 
the capital market can reduce the risk saturation in the 
domestic insurance market. In such a way that now in 
some countries of the world, the alternative risk transfer 
market has become the main option for insurers.) In the 
meantime, catastrophe bonds (Cat Bond) and reinsurance 
sidecar contracts (Sidecar) as tools of new risk transfer 
mechanisms, not only enable optimal risk allocation, but 
can also increase the financial resilience of the government 
and capital market institutions. 

2. Theoretical foundations  

    Risk is the heart of any activity, almost all human 
endeavors involve some degree of risk. But in addition to 
man-made risks (risks of catastrophic events), there are 
also a group of risks whose severity and magnitude are 
beyond human control and depend on environmental and 
climatic conditions, which are usually called unexpected 
risks or natural disaster risks due to their scope and scale. 
Iran has not been immune to these losses. With the 
increase in the volume of losses, insurance companies that 
have concluded various insurance contracts in these 
regions will face severe losses, especially since these 
events usually occur repeatedly in certain regions of the 
world. One of the new tools used by the insurance industry 
and capital markets for risk management and financing is 
insurance securities. These securities are financial 
instruments that are designed and issued with one of the 
goals of financing, transferring and distributing the risks 
covered and the benefits derived from the insurer's 
insurance operations. Three commonly used types of bonds 
include industrial loss bonds, sidecar bonds, and 
catastrophe bonds. Cat Bonds are used only in the event of 
a catastrophic event, and are called catastrophe bonds. 
Catastrophe bonds are designed and used to cover risks 
and uncertainties that, despite their low frequency, can 
cause very large losses. A sidecar is a reinsurance 
company that is created by one or more insurance or 
reinsurance companies that has a limited life and is an 
intermediary for raising capital to cover the risks of the 
company and participate in its risks. In general, these 
instruments are financial instruments that are designed and 
issued with one of the purposes of financing, transferring, 
and distributing the risks covered and the benefits derived 
from the insurer's insurance operations. 

3. Methodology  

    The study uses a meta-synthesis approach to 
demonstrate how Cat Bond and Sidecar insurance bonds 
can cover large economic risks and improve financial 
policymaking and risk management in Iran. After 
reviewing the existing literature, the meta-synthesis 
method was selected as the most appropriate method for 
collecting, interpreting, and coherently integrating the 
findings of previous research and reviewed studies, 

prioritizing the research objective. This method allows the 
scattered and multidimensional concepts related to the 
issuance of Cat Bond and Sidecar from existing studies to 
be extracted, coded, and integrated into a theoretical and 
applied framework. Accordingly, Sandelowski and 

-step model was developed. 

4. Results and Discussion 

    This study, by ranking 27 influential conceptual factors, 
examined the factors determining the success of Cat Bond 
and Sidecar. The findings show that the efficiency and 
effectiveness of these two depend on the institutional and 
structural priorities of the macroeconomic economy, not 
simply on their technical and financial engineering 
advantages. In fact, the success of these tools depends on 
the interaction with the financial governance platforms, 
capital market capacities, and the macro policy framework. 
The three main identified pillars of stock market structure, 
risk management, and capital market capability, as 
inevitable prerequisites, play the role of catalysts in 
transforming the inherent potential of these tools into 
tangible financial and economic benefits. Prioritizing these 
factors clarifies the path of policy transformation: first, the 
institutional platform (stock market structure) must be 
provided so that risk governance (risk management) 
becomes possible, and finally, market supply and demand 
(market capability) develop naturally. Targeted use of new 
risk transfer tools can lead to optimal risk allocation, 
increased macroeconomic financial resilience, reduced 
government financial burden, and improved fiscal 
policymaking efficiency. 

5. Conclusions  

   The present study, with the aim of explaining the role of 
new risk transfer instruments in macroeconomics and 
financial policymaking, identified and classified the factors 
affecting the issuance, design, and acceptance of Cat 
Bonds and Sidecar contracts through an adaptive meta-
synthesis approach. The findings showed that the 
efficiency and effectiveness of these financial instruments 
depend on the institutional and structural priorities of the 
macroeconomics, not merely on their technical and 
financial engineering advantages. In fact, the success of 
these instruments depends on the interaction with the 
financial governance platforms, capital market capacities, 
and the macro-policymaking framework. Although a 
diverse range of factors are effective in the efficiency of 
these instruments, three key drivers have had the greatest 
weight and repetition in the literature: 1) stock exchange 
structure and infrastructure and regulatory framework, 2) 
risk management system and technical capacity for risk 
assessment, and 3) capital market capability and depth. 
This result indicates that the macroeconomic function of 
these instruments is not limited solely to their financial 
design, but also depends on the degree of institutional and 
structural readiness of the economy. 
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Figure (1): The Seven-Step Meta-Synthesis Model of 

Sandelowski and Barroso 
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1. Cohen,s Kappa Index 

Table (1): Prioritization of Influential Factors 
(Conceptual Categories)
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Figure (2): Conceptual Adaptive Meta Synthesis Model 

of Cat Bonds and Sidecar Contracts
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