Cyclone Shocks and Health Choices: How Natural Disasters
Influence Insurance Decisions in Australia
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“But, the longer the stay, the more dizzying. Any gust of wind would leave the
whole structure shaking as if it were falling apart.”

In “Mansion’’; Wild Wise Weird [1]



As climate change amplifies the frequency and intensity of extreme weather events, understanding
how individuals adapt to environmental shocks becomes increasingly vital [2,3]. A recent study
by Nguyen and Mitrou [4] explores the behavioral consequences of tropical cyclones in
Australia—specifically, whether such disasters influence the uptake of private health insurance
(PHI) in a country already covered by a universal public healthcare system.

Using over 20 years of longitudinal data from the Household, Income and Labour Dynamics in
Australia (HILDA) survey, matched with historical cyclone records, the authors apply a robust
individual fixed effects model to isolate the causal effects of cyclone exposure on insurance
behavior. Their findings are striking. Only the most severe cyclones—classified as category 5 with
wind speeds exceeding 199 km/h—Iead to a significant increase in PHI enrolment.

The largest cumulative effect observed is a 5.64% rise in PHI uptake, equivalent to an 11% increase
relative to the sample mean. This effect is concentrated in the year of the cyclone and the year
following, with the influence diminishing over time and distance from the cyclone’s eye. The
increase is most pronounced among younger individuals, those with higher incomes, renters, and
residents in coastal or historically cyclone-prone regions.

Changes in income, health status, or insurance premiums do not explain this behavior. Instead, the
evidence suggests that psychological stress and a loss of perceived control—common after severe
disasters [5,6]—may drive individuals to seek the security of additional health coverage. In this
way, PHI serves not just as a financial instrument but as a form of psychological coping in times
of crisis.

This research reveals the profound yet often overlooked ways in which natural disasters shape
human decisions. Beyond physical destruction, cyclones alter risk perceptions, prompt financial
reassessments, and reinforce the human desire for control in uncertain times. As climate risks
escalate, these behavioral shifts highlight the need for health and insurance policies that are
sensitive to both environmental exposure and psychological resilience—bridging the human-
nature divide through responsive, equitable systems [7,8].
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