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ABSTRACT

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.
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1. Introduction

The risk of catastrophic events is a major source of

policymaking for risk management. Because increasingly
intense and frequent events directly affect the financial

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
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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 wuses 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,
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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
Barroso’s seven-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

S g gele dlial 45 gl dxel> (eled Gl
)5 s VE YL YA el o o 51 glaolly 4o s
5l om il pl ol 00 VYO L Yoo slo Jlo o
5 3555 51 kxe )bl Slalllas alin diadan (s57 5
O 4 (ol (oole el e 9dg0 LS| alex 5l (2,5
Calt 5 5 o0d asie eios Bhial b gliolon o b5
ad)S s 0 (Lot diged Gl covie mlis i slacgae
W plonl diedun jgo A (6 S diged (s cpl Ho Lailonds
aile alis sl yial)l cgaine wnl)d )0 4 &g (nl 4
WS a5 s e 0oil 5 alie Slisa gt wasSa (g
Sk g ol gy Sas g Jlsw b oS SV 5 0
Slalllas 5 oy Sype Wlis WV wind Gis il
e OF "Lules a5 <85 8 il 05 b (paiz e
B0 b e SWlie 5 Slalllae s Gl g 2l el wol s
Gl o gyl slo bbailge 5 basls b wo,5 o)y
kS glbools 4y idu Lol ol il asphe jLicl
L e slo ol siepllss (sozmimr Gayb 1 lsime (2,
Torr 5 o9y Sl lojles Jlosl 5 580 sla ojlsacls
b ad ol gy e Lagi (il 28], 5 SV
Qs b 00,5 edl gaoge Olusl Sanlad g Comsls
b odar gl bl anlp Glas 5 ol o5l
B (sl 4g8 @ (a8l U e ) Yatial 0 o e e oS5
5 SIS Jole slag)S ol ALl 25 JB g pd
4 yoliv g Leoal) aslul b plaie Slids o 58 (gamaiws
ek (e g 2l 5 el Cds b 0 azliS cuny
al> o )3 Hbb )l G BBl Oliae Sromins jsliieds 095 Jol>

5. Sandelowski And Barroso

i

v SR Al 3 50 e ) JSad 5 558

ol olyze b glaallae jo (VYD) (STyyen 5 a5 5uiS
pladl 5o Moldle b LY a8 sl WL sleanie Jl
5 03905 oy |y aazls 458 3lygl JLal - LY Jle oels
5 e o ) esliial b golazdl o, 1) bl b
WS oo duglie (IS slazil

de Glyie b glaalllas jo (VY LS 5 (5 lly,p
5 aelr laods Ml olatdl gly anels (e oy
Sl il alox 5l Heme ansly @l den 28 2]
oud dil)] (wlow Coz )l 5 Ao B2 e WS e
Trbe mld Sy 2ol5 gl ol 0,505, S plgie @ oS
DS ges

ik 5o Jols™ plse b sl andllas ;o (Y- Y ) ] Sen 5 59
WU 2l e pslie slagysld cod b DL 4
4 ey a2 ol @ Sdgs DM 5 o (slas sy
P R e e e e DU v
ety il prizan anl ol o g0l (sl s alovy
b do s 50 (2Wdla> £95 g e ln |y (09> Bl
B3 o 18 IS Ay s o pelaasl Goly sla
Olsie b (sl aalllas yo (Y- - )" Jgalo puglsl g 5ialS wygo
oo anng Jlo 50 slay5aS 3 anzlh S (Jlo ol
anrld Sy (Jlo Gl ozl S 1 (659251 Joe 4l
S oslaial poil ar anngi Jl> )0 sloysiS o WL ane s
69,8 0 ST ke 5 ormbo SLL 31,4

B9 (owled g, Y
13 ey w9zge ool qw)p b (Guis (ol plsil 1
(a5 Slp by el Glate 4 CGlie)euS 5
Slalllas 5 (i slaoghy oaidl oo 340 § ks
2o OMsn Sae ol S Cogll boead cw)
35S 50 IS bl (6551 Qb Cugdi 5 Jlo (5,8l
loadl adsl ools adsi gloas aS Lire opl 4y ol Ol
5 il (Jbs plelid wieplls &0 riay Slallae
o s gl galds sbaddie g olal dasSIN G wilows oS 5
w0 go Gl by, nl 0sd Al e casphe gl
anxld as)d 5ol JLail b bad e (gamy aizg 0uiS]y cealie
S i 3gmge Slalllas 5l LS dar glasls)s

Silw 4z LSS g0 )5 5 )l 2exle B 0 5 6,108

4. Kensuke Molnar-Tanaka and Hiroaki Sakamoto
1. Titi Purwandari et.all

2. Woo et.all

3. David Cummins And Olivier MahuL

4. Meta- Synthesis



Y55 5 YOV Slnao O F+0 lials oY 6,lad o 6,65 ¢ o (6,108 Eonlins g sl oole 4,25

(oo slo Wgie) Yge Jalse san Coslsl (V) Jyoor
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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