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Your Insurance Cy , since 19XX …  
 Still going strong 
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Directive 2009/138/EC of 25 nov 2009 

 “On the taking up and pursuit of the business of 
Insurance and Reinsurance ( Solvency 2) “ 
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pérennité 



What was wrong with Solvency 1 ? 
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Eiopa gelooft dat wat zij oplegt aan maatregelen en berekeningen 
, de maatschappij ook voor meer als 90% nodig heeft om goed 

bestuurd te kunnen zijn … vandaar haar bewering dat de 
Solvency 2 geen 

 “extra effort” betekent …. 
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Basisreglementering : 

 

Europese directive 2009/138/EU – Solvency 2 directive 

Commission Delegated Regulation (EU) 2015/25 - Dedicated Acts 

 

 

Belgische Reglementering 

 

… Op komst 
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Belgische Reglementering 
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Solvency II 



Applicable to every Insurer ? 

No …. 

 

Premium income (Gross) < 5 mEUR 

& Techn. Reserves (Net) < 25 mEUR 

& Groupsconditions 

& not Liability, Credit nor Surety 

& Accepted Reinsurance < 0,5 mEUR , < 2,5 mEUR Reserves 

& Accepted Reinsurance < 10% business total 
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Market consistent evaluation of assets and liabilities  

Investments – 
 Under Solvency II, there are no prohibitions on classes of assets, but,  
for all assets held, insurers need to be able to demonstrate that they 
comply with the prudent person investment principles (PPIP).  
The PPIP requirements start from the premise that an insurer should 
be free to invest in any assets it chooses, provided that it  
fully understands the risks involved, makes proper provision for these 
(via the SCR), and that investment decisions are made in the best 
interests of the policyholders.  
These requirements will necessitate a change in the way assets are 
considered, both before acquisition and during the lifetime over which 
they are held. 
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Market Consistent evaluation of assets and liabilities  

Assets :  
 1. Market Value 
 2. Discounted Cash Flow at risk adjusted discount rates 
 
Techn. Liabilities : 
 1. Best Estimate of Techn. Reserves + 
 2. Risk Margin ( +- cost of capital of BE Reserves) 
 
Other Liabilities : 
 Idem : see assets 
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Market Consistent Balance sheet  

Own funds  = Assets – Liabilities   



Le concept de Solvency II 
 Notion Risque 
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Hence, he notion of Black Swan…. 
 
 
Expect the unexpected …. 
 
….  Once every  200 year   



copyright DJB International 

Minimum Capital Requirement  

What simplified calculation : 
 25% à 45 % of SCR Life + Non-Life 
 Factor based : % per LoB on Premiums and Reserves  
  
 
If not attained : “Regulator takes over …. “  

 
Directive  Recital  (69) When the amount of eligible basic own funds 
falls below the Minimum Capital Requirement, the authorisation of 
insurance and reinsurance undertakings should be withdrawn where 
those undertakings are unable to re-establish the amount of eligible 
basic own funds at the level of the Minimum Capital Requirement 
within a short period of time. 
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Solvency Capital Requirement - SCR  



 

24 

SCR – België  QIS 5 (cijfers 31.12.2009)  
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Solvency Capital Requirement - SCR  

Voor elke onderwerp : 
1/200 jaar shock : toegepast op de Solv 2 balans 
 
Individuele shocks worden  op diverse niveaus geaggregeerd 
 om totaal positie uit te komen 
 
   >>> voordeel van diversificatie 
 
Impacten zijn zeer verschillend. 
 
Opmerking : Buiten de “Standard Formula” zijn er ook nog : 
- Intern model 
- Partieel intern model 
- Undertaking Specific Parameters (USP) 



copyright DJB International 

SCR – Aggregatie diverse risico’s  

  Voor elke onderwerp : 
1/200 jaar shock : toegepast op de Solv 2 balans 
 
Individuele shocks worden  op diverse niveaus geaggregeerd 
 om totaal positie uit te komen 
 
 
 >>> voordeel van diversificatie 
 
 
Impacten zijn zeer verschillend. 
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SCR – Market risk – Interest Rate Risk  

Shocks, up and down, toegepast op “open ALM posities” 

Opgelet : Equity & Property : Duration  0 
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SCR – Market risk – Equity risk  

39 %        49% 

+ symmetric adjustment  + 10%   /   - 10% 

 

Dus max beursgenoteerde  : 49%  (type 1) 

        min beursgenoteerde  : 29%   (type 1) 
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SCR – Market risk – Property  

Property Shock = 25% for all property types 
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SCR – Market risk – Spread  Risk  
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SCR – Market risk –  Aggregation / Diversification  
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SCR – Market risk –  Conclusions  

- close ALM gaps 
- Equity : very costly 
- Property : not well treated 
- Corporate Bond : Fair 
- Govies : No SCR charge but  returns ??? 
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SCR – Non-Life  risk   
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SCR – Non-Life  risk – Premium / Reserve Risk   

NLpr =  3  *   σ  *  V  

Reinsurance is fully taken into account… 

 σ : Standard Deviation = risk mesure 

 V  : aggregated Volume  of 
         Premiums and  Reserves 
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SCR – Life    
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SCR – Health    



copyright DJB International 



copyright DJB International 

The Board : 
 
Fit & Proper 
Responsable 
… 

4 Control Functions: 
 
- Risk Management 
- Compliance 
- Audit 
- Actuarial Function 
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Welcome   in the Solvency II world …. 


