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Development of financial technology to drive investment in earthquake protection
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I propose a financial product that compensates a building owner for physical earthquake protection cost unless a specified earthquake
occurs. This security enables the owner to expend only when the trigger event happens. In exchange for the coverage, the building
owner is required to deposit a principal, part or whole of which is lost in case of earthquake. The proposed security is expected to
spur promotion of earthquake protection technologies in seismic regions. We develop a scheme to swap the cash flows with a regular
catastrophe bond. Pricing formulas and numerical examples using an actual catastrophe bond are presented.
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