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5. Third Wave of Calls for Advice
21. EEHREENRETR

Accounting disclosure

Pillar Il public disclosure

Supervisory reporting

= public disclosure mainly relevant for market discipline {also used by some supervisors in the supervi-

[ 1 sory reporting)
= public disclosure relevant for market discipline and supervisory purposes

I public disclosure on Pillar | and Pillar Il issues, relevant for market discipline and supervisory pur-
poses

. = supervisory reporting information on Pillar | and Pillar Il issues, only for supervisory purposes
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increased un- additional
derwriting risk higher financial
(e.g. higher SCR strain on
claims/increased undertakings
reserves)
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22. 7O 9R)T4—

deepening
economic depres-
sion

increased cost of credit risk in real
credit in real economy in-
economy creases

Capital require-
ments for credit
insurers increases,
leading to higher

Illustration: Example for Potential macro-economic implications in
credit insurance
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» 2008F XN FE. BEREERZEHIL2011F M5
» HEEXR
TC=ES[A RBC]+MVM
= TC=Target Capital
= ES; Expected Shortfall (TailVaR)
= ARBC; Change in Risk-Bearing Capital
= MVM; Market value Margin

Philipp Keller, etc; SST presentation for the European Commission at Brussels,
December 22, 2005
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Market Consistent

= B, MZEESHDHSHMIE Assets Liabilities
(marking to market) - .

= Best-Estimate; B{&EDHREMIE.

= EF|E(FXYRIT)—L— .  Best-

= Market Value Margin;TI'f—F77j-U7J'0) ;gg::gf:;g Provisions
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5 ” sk in liability
portfolio
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MVM=CoC - Z SCR(t) CoC: 6% over risk free

tz1

ES at t=0 does not enter calculation of the market value margin necessary
at t=0 — risks taken into account for 1-year risk capital and market value
margin are completely disjoint and there is no double-counting

e SCR with portfolio converging from actual to replicating
portfolio taking into account illiquidity of assets —
Sequence of Achievable Replicating Portfolios

Achievable Replicating Portfolio has
converged to Replicating Portfolio

e,
- -

t=0 t=1 t=2 t=3 fears
_ _ _ I
——
SRl penne te g Lyenn] ek tenitel - Future SCR entering calculation of MVM at t=0

Expected Shortfall of risk-bearing capital

RGA
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= EUYVILRD S — T BH{R D Website

= EU
= http://europa.eu.int/comm/internal_market/insurance/solvenc
y_en.htm#solvency?2

= CEIOPS

= Swiss Solvency Test
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