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e Insurance plays important role in achieving a stable financial
system

e Solvency II implementation in 2016 was a major step to
mitigate the likelihood and the impact of failures

e But Solvency II is not a zero failure regime

e The review of Solvency II in 2021 is an opportunity to
complete the prudential framework for the insurance sector
in the European Union:

v' Macroprudential framework (including systemic risk)

v' Recovery and resolution framework (including insurance guarantee
schemes)
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Operational objectives
Ultimate objective
[ (Financial stability) ] v' Ensuring sufficient loss
ry absorbency capacity and
reserving
[ Intermediate objectives
a) Mitigating likelihood of systemic crisis v' Discouraging risky
b) Mitigating the impact of systemic crisis behaviour (eg “search for
yield”)
7 1imiti L
Limiting procyclicality
v' Discouraging excessive
Risk level of direct and indirect

indicators exposure concentrations
Instruments / measures v Discouraging excessive
involvement in certain

products and activities




Triggering
events

=

e ——y
(o}

Company Direct source
risk profile [

(Activities)
. \
1
So,, eQ‘

.eC

ON" T

W\ ransm
% [ privers ]':>£ channel ]'

J =

Transm.

channel

/ Drivers
Company
reactions

[

Transm.

channel

=

Drivers ] I:>
Possible second round effect

Impact
on
financial

system
and real
economy




ary and resolution

(EIO A Opinion July 2017)

. Key building blocks
v' Scope - SII with application of the proportionality principle

v Preparation and planning (e.g. recovery and resolution
planning)

v' Early intervention, i.e. before the breach of the capital
requirements

v' Resolution (including objectives, tools, etc.)
v' Cross-border cooperation

- EIOPA'’s follow-up work
v' Resolution funding

v Insurance Guarantee Schemes
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