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Why excessive capital requirements damage the insurer, 
the industry and the economy? 

Aim Of Solvency II Regime

- Enhancement of policyholders protection
- Promotion a greater transparency to improve investor and consumer confidence
- Fostering cost-effective and capital-effective product and service innovation

FINANCIAL CRISES

Resilience of the European insurance industry is attributable to a combination of 
factors:
-Technical provisions have been generally set at highly conservative levels;
-Assets admitted to cover capital requirements have been fairly restricted, minimizing the 
risk of excessive leverage and financial engineering
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Why excessive capital requirements damage the insurer, 
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Excessive capital charges

Individual Company Level:
-Up-pricing of more capital-intensive 
products (such as annuities in life and 
motor and general liability in non-life)
-Reduction of policyholder coverage 
and benefits (e.g., reduction of 
pensions payouts)
-Potentially the reduction of 
underwriting capacity for the most 
affected lines (e.g., some natural 
catastrophe covers)

Industry Level:
-Reduction of investor returns
-Reduction of new capital investments 
in the industry (in equity and/or debt)
-Reducing in turn the underwriting 
capacity of the industry
-Increase funding costs
-More conservative European 
approach may disfavour insurers in the 
global market segments

The more affected small and medium-size players
might be forced to consolidate with larger groups or 

exit the business
Large group might change the legal status of small 

subsidiaries to branches  
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Is the purpose of Solvency II capital regulation to avoid individual 
insurance distresses even if the resulting costs would far outweigh 

the benefits? 

And, if so, who will pay the resulting high costs for a zero-failure 
regime?



CEA’s activities
Concerns about the excessively prudent, 
conservative and complex requirements
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Members are invited to provide further guidance on 
coordinating the lobbying activities

* CEA; CRO-Forum, CFO-Forum, AMICE, Group Consultative 

State of Play
Coordination of 
lobbying initiatives

CEA secretariat is pursuing its 
lobbying activities
- Ad-hoc meetings are being 
organised with PEIF, CFO 
Forum and CRO Forum 

Focus on achieving a united 
industry view and message 

QIS 5 specifications
-CEIOPS: Advice by the end of 
March
-EC will organise an informal 
written consultation with 
selected stakeholders* and 
-QIS 5 stakeholder meeting on 
30 April

CEA is conducting a report on 
the macro-economic effects
of excessive capital 
requirements, which will serve 
as a further lobbying tool 

The EC has been preparing 
draft proposals for IM of SII
-CEA is providing technical 
input to enable the EC to 
consider alternative solutions

Implementing measures (IM) 
based on CEIOPS advice
-Requirements: excessively 
prudent, conservative and 
complex
-CEIOPS has not rectified its 
conservative approach

At technical level… At political level…

CEA  address national finance 
ministries and supervisory 
authorities with aim be coherent 
and coordinated 
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Members are invited to provide further guidance on 
coordinating the lobbying activities

State of Play
Coordination of 
lobbying initiatives

At technical level… At political level…

The EC stated that it would “be surprised if the final calibration of the SCR standard formula resulted 
in the whole European insurance industry having to raise additional capital, as an overall increase in 
capital requirements (...) is not anticipated.”

16 March: EP Workshop, CEA have been invited to speak 
4 May: EP’s report on the findings and conclusions of its Workshop held by EC



Impact of Changes from 
QIS4 Technical 
Specification to Draft Level 
2 CEIOPS Implementing 
Measures
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The quantitative survey

• CEA asked the national associations to complete a survey with the estimation of the impact of the 
changes from QIS4 technical specifications to CEIOPS advice on level 2 IM

• 70% of the European 
market

• Extrapolation of results to 
the whole EU market

• Members 
provided for 
2007 data and/or 
2008 data 

• Calculation of weighted 
average changes based on 
gross written premiums and 
technical reserves as at 2008

DATA received

Increases 
in 

Technical Provision SCR Own Fund Solvency 
Ratio

Weighted 
Average

3.3% 83% -33% -63%

Country Increase Weight Increase Weight Increase Weight
1 3% 76% 70% 35% -30% 38% -

2 - - 150% 26% -35% 28% -

3 - - - - - - -

4 35% 13% -62% 14% -

5 1% 12% 55% 11% -7% 12% -

6 - - 42% 8% - - -

7 3% 7% 76% 3% -1% 4% -

8 11% 3% 91% 2% -37% 2% -

9 2% 2% 69% 2% -56% 2% -
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Quantitative Impact on the Czech Insurance Market

SCR 
increases 
with 273bln , 
i.e. 83%, 

Own funds
decrease with 
152bln, i.e. 
33% 

The Czech Republic
Quantitative impact of 

Increase in capital requirenment 
in about 

CZK 45-60 milliard

Solvency ratio 
decreases 
from 139% to 
51%

The shortage of 
own funds 
compared to 
SCR is about 
295bln

EU Member states
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