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Views of the insurance industry on the review of Solvency II

Dear Commissioner McGuinness,
We would like to take this opportunity to follow up on the recent European Commission consultation on the
review of the Solvency II prudential framework.
First, we would like to acknowledge the ambitious Commission objectives for the financing of sustainable EU
economic growth, the transition to a zero-carbon economy, the creation of a greener, more sustainable and
resilient Europe and building a capital markets union (CMU). Not only does our industry fully support these
objectives, but we can play a major role in achieving them.
Today, our industry provides protection to individuals and businesses. It invests on behalf of policyholders and
has over €10 trillion of assets under management, which support the European economy. In the future, this can
be further enhanced to help finance European recovery, growth and the transition to a sustainable economy.
Solvency II, the framework governing our industry since 2016, has a significant impact on our ability to offer
(long-term) products to consumers and make (long-term) investments in the economy. Solvency II is a milestone
in the integration of the EU single market for insurance and our industry continues to strongly support it.
However, the framework — as it is today — creates unnecessary costs and barriers, in particular in relation to
our long-term business. In concrete terms, it has a number of measurement flaws that result in excessive capital
requirements and volatility, and it is extremely burdensome from an operational point of view.
At a time when we are increasingly called on to support the EU economic recovery and a sustainable path for
Europe, we must emphasise that we can contribute to our full capacity only if the Solvency II review produces
the right results. This requires a limited but important set of improvements (set out in the Annex). The current
crisis has demonstrated that our industry is sufficiently capitalised — in fact, the current levels of required capital
are already excessive. The appropriate improvements will lead to a justified reduction in capital requirements
and will also address the artificial volatility that Solvency II creates today. These improvements are not only
needed to enable the industry to support the EU ambitions of a green recovery and growth and its delivery of
the CMU objectives. They are also indispensable to allow our industry to compete internationally with non-EU
players, whose regimes are significantly less burdensome.
Embedding a greater capital burden and new requirements in the framework — as suggested by EIOPA and the
ESRB — is not justified. Instead, a more efficient and effective framework is necessary.

EIOPA set as an objective for its advice a so-called “balanced outcome” at year-end 2019. However, EIOPA’s
current proposals will not result in a “balanced outcome”. Instead, they will lead to a significant increase in capital
requirements, especially as EIOPA appears to leave out the impact of some of its most negative proposals. Its
proposals will also make solvency ratios even more volatile, especially during periods of crisis and will trigger
more pro-cyclical behaviour. It is fundamentally wrong to base technical advice on such an objective because it:
ignores evidence that current requirements are too high and are creating unnecessary barriers;
does not allow for a proper assessment of evidence or appropriate improvements;
does not consider the impact of the proposals at other points in time;
focuses on the impact at overall European level rather than at member-state level;
does not distinguish between types of undertakings; and,
completely ignores the EC, Parliament and Council objectives for the review.
Last, but not least, we are aware of recent proposals made by the ESRB (the governance of which EIOPA forms
part) for new tools and measures aimed at “filling in the gaps in the framework” from a macroprudential
perspective. The ESRB recognises that long-term financing and sustainable investment should be an objective of
Solvency II and lack of such investment may itself create risks to financial stability. However, its proposals would
achieve the opposite of this. In fact, we note that the ESRB proposals appear to be largely inspired by banking
and their overarching theme seems to simply be to add more capital, more intervention powers and more
regulatory layers on top of Solvency II on the grounds of financial stability. We would highlight that too much
capital, which ultimately prevents us from offering valuable long-term products and making long-term
investments, can be as damaging as too little capital for the European economy and consumers.
Solvency II already contains a number of provisions supporting macroprudential supervision. Financial stability
is already an objective of the extensive and sophisticated Solvency II framework and there is no new evidence
(from COVID-19 or elsewhere) that justifies considering any new measures beyond the limited number in the EC
Call for Advice to EIOPA. Indeed, the COVID-19 crisis has demonstrated the strength of the Solvency II regime
and the significant benefits it brought in terms of risk management, as well as the financial resilience of our
sector.
To conclude, we believe the review of Solvency II should focus on improving existing instruments to fully reflect
insurers’ long-term business model, to mitigate artificial volatility and to reduce the unnecessary operational
burden. This is a key opportunity for the Commission to make improvements that will help deliver on its
objectives set out in the EU Green Deal and the CMU.
We look forward to engaging with you on this important review.
Yours sincerely,
(e-signed)

(e-signed)

Andreas Brandstetter
President, Insurance Europe

Mario Greco
Chairman, Pan-European Insurance Forum

(e-signed)

(e-signed)

Grzegorz Buczkowski
President, AMICE

Matthew Rider
Chairman, CFO Forum

(e-signed)
Frieder Knüpling
Chairman, CRO Forum
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About Insurance Europe
Insurance Europe is the European insurance and reinsurance federation. Through its 37 member bodies — the
national insurance associations — it represents all types and sizes of insurance and reinsurance undertakings.
Insurance Europe, which is based in Brussels, represents undertakings that account for around 95% of total
European premium income. Insurance makes a major contribution to Europe’s economic growth and
development. European insurers pay out almost €1 100bn annually — or €2.9bn a day — in claims, directly
employ over 900 000 people and invest nearly €10 200bn in the economy.
About the Pan-European Insurance Forum (PEIF)
The PEIF is a forum for the CEOs of major European headquartered international (re)insurers (Aegon, Allianz,
AVIVA, AXA, Generali, MAPFRE, Munich Re, RSA, Swiss Re, UNIQA, and Zurich) to exchange and present views
on policy and regulatory issues impacting the European insurance sector. PEIF aims to promote a better
understanding and recognition of the role of the insurance business model in the European Union and to provide
its Members with the opportunity to discuss major policy and strategic issues affecting the insurance business in
Europe and worldwide.
About AMICE
The Association of Mutual Insurers and Insurance Cooperatives in Europe aisbl (AMICE) is the voice of the mutual
and cooperative insurance sector in Europe. Its primary remit is to advocate for appropriate and fair treatment
of all mutual and cooperative insurers in Europe. It also provides a platform for mutual and cooperative insurers
of all sizes to combine resources and expertise, exchange experiences across national borders and discuss key
issues and concerns relating to planned legislative and regulatory changes and developments. Mutual and
cooperative insurance is characterised by customer-membership and democratic governance; such insurers are
typically owned by their policyholders. They follow the principles of solidarity and sustainability. More than half
of all insurance undertakings in the EU are mutual and cooperative insurers, accounting for a market share of
more than 32%. They provide cover for more than 400 million members/policyholders and employ nearly
440,000 people.
About CFO Forum
The European Insurance CFO Forum (‘CFO Forum’) is a high-level discussion group formed and attended by the
Chief Financial Officers of major European listed and some non-listed, insurance companies. Its aim is to influence
the development of financial reporting, value based reporting, and related regulatory developments for insurance
enterprises on behalf of its members, who represent a significant part of the European insurance industry.
About CRO Forum
The CRO Forum is a group of professional risk managers from the insurance industry that focuses on developing
and promoting industry best practices in risk management. The Forum consists of Chief Risk Officers from large
multi-national insurance companies. It aims to represent the members’ views on key risk management topics,
including emerging risks.

Annex:

Key positions of the European insurance industry on the Solvency II review
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