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Liability Insurance Products in
Metaverse

Activities in Metaverse

Metaverse is full of activity. It should be
no surprise because it continues to be a
place to try out new ideas, to create
avatars, tour, experience a different
reality, play games, socialize, attend
performances, window shop, and many
other activities. Figure 1 is a short list of
activities that are taking place in
Metaverse.

Figure 1: What Activities are Taking Place in Metaverse

e Buying land to create homes, virtual stores,

erts and performances
sports and entertainment
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Opportunities & Risks

Where there are opportunities there are
also risks. This is true in the physical
world and in Metaverse. Businesses
and individuals alike are exposed to
these risks. The probability and severity
of each risk varies, of course, as they do
in the physical world.

Without doubt commercial endeavors in
Metaverse require the prevention and
protection measures provided by

insurers. It's best to first understand the
types of risks that exist in Metaverse.

Figure 2 provides the types of risks that
are in Metaverse. The list includes what
can be categorized as property-related,
and as liability-related. It's important to
note the difference between digital
assets and virtual assets - and the risks
associated with each type of asset.

Figure 2: What Types of Risks Exists in Metaverse

ssets (e.g. avatars, identities, personas)

In the lead article of this series called
Metaverse: A Universe of Possibilities
examples of digital assets and virtual
assets were provided. The focus here is
the liability risks associated with those
assets.

Liability Risks in Metaverse

Figure 3 provides a short list of the types
of liability risks businesses and
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individuals are exposed to in Metaverse.
The list may appear long but it really is a
condensed list. With all the players
involved in creating Metaverse and its
ecosystem and their different activities in
support of and inside Metaverse itself,
the list of liability risks will undoubtedly
be long. There is a need to create
classifications for these risks beyond the
groupings that already exist among risk
management professionals in the
physical world.

Figure 3: Liability Risks Businesses and Individuals Are Exposed To

Insurers and Reinsurers possess the
expertise to discover, assess, classify,
quantify, rate and price risks. This
expertise is what needs to be applied in
Metaverse - and applied with new
lenses. Note by the way that gamers
are very good at viewing ‘new worlds’
with only a bias toward gaining a ‘new
experience’, or pursuing a ‘new
adventure’.

Relevant Liability Insurance
Products

There are liability insurance products
that exist today that can be enhanced,
and some transformed, to provide the
insurance coverage required in
Metaverse.

Figure 4 provides a list of the liability
insurance products today that are
relevant in the virtual world. It's a sound
starting point to create liability insurance
coverage for the various types of risks
businesses and individuals are and will
face in Metaverse.

Figure 4: Relevant Liability Insurance Products for Metaverse

e Directors and Officers Liability Insurance

e Custody Insurance

e Crime/Fidelity Insurance

® Errors and Omissions/Professional Indemnity
Insurance

o Employment Practices Liability Insurance

e Kidnap and Ransom Insurance

e Cyber Insurance

It's important to note that many
companies that are active in Metaverse
today do possess business liability
insurance - primarily for the physical
world. Some of those policies may
contain clauses, terms and conditions
that in the context of Metaverse may
lead to misinterpretations as to the
scope of the coverage/protection being
provided. This could lead to litigation
where the insurer that wrote the policy
did not intend to cover activities taking
place in support of, or in Metaverse, and
the policyholder arguing that policy does
include coverage.

Terms and definitions are still evolving in
Metaverse. Damage to a physical
property is different to damage to a
virtual asset. The former is tangible and
there are methods to estimate the
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replacement or repair values of the
damaged property. The latter is more
challenging because of the still evolving
methods for defining the value or worth
of a virtual asset.

The commercial environment in
Metaverse is markedly different.
Product launches are highly visible,
advertisements can be launched
instantaneously, transactions and how
they are carried out differ (especially
when cryptocurrencies or in-game
currency and credits are involved),
therefore, the liability risks are different -
and require careful thought in creating
policies where a different concept of
speed and time is involved.

New Universe and New Players

The number of active businesses,
organizations, associations, and
individuals (i.e. Metaverse ecosystem

players) in Metaverse continues to grow.

Therefore, there’s tremendous
opportunity for insurers to create
partnerships and alliances, and to
create forums for information sharing,
co-ideation, and co-creation. Most of
the Metaverse players know they are
exposed to risks but don’t know who to
turn to for assistance in understanding
them. This certainly applies to digital
asset creators, and virtual (NFT) asset
designers and creators - many of whom
don’t have any insurance protection.

Commerce is active in Metaverse and
the fascination with virtual reality and

the universe of new possibilities, at least
for the moment, is overpowering
concerns about property loss, liabilities,
and risks of ligation. However, lurking in
the minds of practically all the
Metaverse players is the need for
insurance coverage; protection that is
relevant to the virtual world, easy to
understand, and affordable.

The next article on this series called
Insurance in Metaverse: A Universe of
Possibilities is on Wealth Management
insurance products and services.

A Sound Step...

that insurance leaders,
liability insurance product
managers, underwriters,
actuaries, technology
experts, and insurtechs &
fintechs can take is create
forum to better understan
the liability risks in
Metaverse and to co-cre
risk scenarios, risk
strategies, and create
prototypes of liability
insurance products tha
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