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Results of the impact analysis of changes to the UFR 

Introduction 

1. In order to complement the impact analysis provided for the public 

consultation on the UFR methodology1, EIOPA has carried out an 

information request to insurance and reinsurance undertakings on the 

impact of UFR changes. The information request was carried out at the end 

of 2016. 336 insurance and reinsurance undertakings assessed the impact 

of changing the UFRs by 20 bps and by 50 bps on their prudential balance 

sheet and on their solvency position.  The information request showed that 

the impact of these changes is very small. On average the SCR ratio 

decreases from 203% to 201% if the UFRs are changed by 20 bps and to 

198% if the UFRs are changed by 50 bps. 

2. This note is structured as follows: 

• Information request 

• Sample of undertakings 

• Overview of the results 

• Impact on technical provisions 

• Mitigating effect of the recalculation of the TP transitional 

• Impact on deferred taxes 

• Impact on own funds 

• Impact on the SCR 

                                                           
1 See https://eiopa.europa.eu/Pages/Consultations/EIOPA
CP
16
003
Consultation
Paper
on
the


methodology
to
derive
the
UFR
and
its
implementation
.aspx. 
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• Impact on the SCR ratio 

• Movement analysis for the SCR ratios 

 

Information request     

3. The information request was addressed to a European sample of insurance 

and reinsurance undertakings. Participants were requested to report assets, 

liabilities, own funds and capital requirements according to a baseline and 

under two scenarios in which the level of the UFRs is changed. 

4. The baseline coincides with the reporting of opening information under 

Solvency II (day
1 reporting), usually with a reference date of 1 January 

2016. In particular, valuations according to the baseline are carried out 

with the relevant risk
free interest rate term structures based on the 

current UFRs.   

5. Scenario 1 consists of: 

• a reduction of the UFR by 20 basis points for all currencies for which 

EIOPA provides risk
free interest rate term structures other than the 

currencies mentioned in the following bullet point, 

• an increase of the UFR by 20 bps for the Hungarian forint, the 

Chilean peso, the yuan
renminbi, the Colombian peso, the yen and 

the Russian rouble. 

6. Scenario 2 consists of: 

• a reduction of the UFR by 50 basis points for all currencies for which 

EIOPA provides risk
free interest rate term structures other than the 

currencies mentioned in the following bullet point, 

• an increase of the UFR by 50 bps for the Hungarian forint, the 

Chilean peso, the yuan
renminbi, the Colombian peso, the yen and 

the Russian rouble. 

7. For the Hungarian forint, the Chilean peso, the yuan
renminbi, the 

Colombian peso, the yen and the Russian rouble the UFR increases in both 

scenarios. This is based on EIOPA’s consultation proposal that suggests 

increasing the UFR for these currencies in view of the higher inflation 

targets of their central banks.    

8. For the baseline and the two scenarios participants had to provide the 

amount of the following items: 

• Liabilities: 

o Best estimate (by line of business, with and without future 

discretionary benefits) 

o Risk margin (by line of business) 

o Technical provisions valued as a whole (by line of business) 

o Deferred tax liabilities 
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o Other liabilities 

 

• Assets: 

o Deferred tax assets 

o Other assets 

 

• Own funds and capital requirements: 

o SCR 

o Own funds eligible to cover the SCR 

o MCR 

o Own funds eligible to cover the MCR 

 

9. Participants could take a proportionate approach to the recalculation of 

assets, liabilities, own funds and capital requirements under scenario 1 and 

scenario 2. Where participants expected that the difference between the 

baseline and the recalculated item was not material, they could choose not 

to make the recalculation.    

10. Where participants have received supervisory approval for the use of 

internal models, undertaking
specific parameters, matching adjustments, 

or volatility adjustments, they made all calculations on that basis. In 

jurisdictions where the use of the volatility adjustment was not subject to 

approval, participants should apply the volatility adjustment in the 

calculations if they did so for day
1 reporting. 

11. Where participants had received approval to use the transitional measure 

on the risk
free interest rate or the transitional measure on technical 

provisions, the impact of the transitional on the amount of technical 

provisions was taken into account. The transitional deduction of the 

transitional measure on technical provisions was kept constant in the 

scenarios. 

12. The information request was carried out during November and December 

2016. 

 

Sample of undertakings 

13. The information was requested from a representative sample of 336 

insurance and reinsurance undertakings from 29 countries of the EEA. The 

sample consists of 198 life insurance undertakings, 95 composite insurance 

undertakings, 33 non
life insurance undertakings and 10 reinsurance 

undertakings.  

14. For each country the sample was selected by the national supervisory 

authority. The objective of the sample was as follows: 

• Life insurance: for each country a representative sample of life and 

composite insurance undertakings covering at least 75% of life 
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insurance other than unit and index
linked business in terms of 

technical provisions. 

• Non
life insurance: for each country a representative sample of non


life and composite insurance undertakings covering at least 20% of 

the market in terms of technical provisions that in particular captures 

non
life obligations most affected by a change of the UFR, including 

annuities stemming from non
life insurance business (e.g. workers' 

compensation) and health insurance similar to life insurance 

business. The sample should cover in particular at least 20% of the 

technical provisions for non
life annuities. 

• Reinsurance: for each country a representative sample of non
life 

insurance undertakings covering at least 20% of the market in terms 

of technical provisions that in particular captures reinsurance 

obligations most affected by a change of the UFR. 

15. The following figure 1 and tables 1 and 2 sets out the number and the 

market share (measured by amount of technical provision) of the sample 

by country.  

 

Figure 1. Number and type of undertakings by country 
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Table 1. Number and type of undertakings by country 

Country 
Life 

insurers 

Com!
posite 

insurers2 

Non!life 

insurers 

Re!

insurers 
Total 

Austria 1 8 0 0 9 

Belgium 1 8 0 0 9 

Croatia 0 6 0 0 6 

Cyprus 1 1 0 0 2 

Czech Republic 0 10 0 0 10 

Denmark 9 3 2 0 14 

Estonia 1 2 2 0 5 

Finland 5 0 4 0 9 

France 13 7 7 1 28 

Germany 84 0 0 0 84 

Greece 3 5 0 0 8 

Hungary 2 7 0 0 9 

Ireland 9 2 1 3 15 

Italy 12 5 0 0 17 

Latvia 0 1 1 0 2 

Liechtenstein 5 0 2 0 7 

Lithuania 2 1 1 0 4 

Luxembourg 8 0 1 1 10 

Malta 2 1 1 0 4 

Netherlands 6 0 4 2 12 

Norway 1 2 0 0 3 

Poland 4 0 1 0 5 

Portugal 4 1 0 0 5 

Romania 1 3 0 0 4 

Slovakia 1 3 0 0 4 

Slovenia 0 5 0 1 6 

Spain 8 10 1 1 20 

Sweden 4 3 2 0 9 

United Kingdom 11 1 3 1 16 

Total 199 94 33 10 336 

 

 

 

 

                                                           
2
 In this report the terms composite insurer and composite insurance undertaking denote insurance 

undertakings pursuing life and non-life insurance activities. 



6/33 

 

Table 2. Market share of the sample of participants 

Country 
Life 

insurance 

Non!life 

insurance 

Re!

insurance 

Austria 79% 44% 
 

Belgium 83% 81% 100% 

Croatia 81% 58% 
 

Cyprus 85% 4% 
 

Czech Republic 99% 95% 
 

Denmark 74% 44% 
 

Estonia 85% 77% 
 

Finland 89% 92% 
 

France 78% 37% 31% 

Germany 100% 0% 0% 

Greece 88% 32% 
 

Hungary 74% 74% 
 

Ireland 70% 61% 49% 

Italy 77% 59% 
 

Latvia 80% 34% 
 

Liechtenstein 68% 38% 
 

Lithuania 98% 54% 
 

Luxembourg 76% 24% 61% 

Malta 93% 30% 
 

Netherlands 88% 29% 99% 

Norway 84% 0% 
 

Poland 80% 36% 33% 

Portugal 81% 32% 
 

Romania 77% 28% 
 

Slovakia 77% 74% 
 

Slovenia 83% 64% 66% 

Spain 82% 23% 73% 

Sweden 71% 56% 44% 

United Kingdom 74% 42% 23% 

 

16. Undertakings from Iceland are not included in the sample because there 

are no material long
term insurance liabilities in Iceland. The Icelandic 

insurance market did also not participate in EIOPA’s 2016 insurance stress 

test. 

17. The sample does not include undertakings from Bulgaria because of the 

balance sheet review of the Bulgarian insurance sector that was carried out 

in parallel to the information request. Bulgarian life insurers participated in 

EIOPA’s 2016 insurance stress test. According to the results of the stress 
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test the Bulgarian life insurance market is less exposed to changes in long


term interest rates.3   

18. The German supervisory authority decided to include all German life 

insurance undertakings in the information request. The German sample 

does not include non
life insurance undertakings or reinsurance 

undertakings. According to the assessment of the German supervisory 

authority these undertakings are not materially exposed to changes of the 

UFR because of the lower duration of their liabilities. 

19. For many countries no reinsurer was included in the sample because there 

is no relevant national reinsurance market. 

20. Figure 2 shows the composition of the sample by country. The share of 

each country is measured in the amount of technical provisions. The main 

markets are France (29% of the overall technical provisions of the sample), 

Germany (18%), the United Kingdom (16%), Italy (9%) and the 

Netherlands (6%).  

 

Figure 2. Composition of the sample by country (as share of overall 

technical provisions) 

 

 

 

 

                                                           
3
 See figure 31 on page 29 of the 2016 EIOPA insurance stress test report 

(https://eiopa.europa.eu/Publications/Surveys/EIOPA-BOS-16-

302%20Insurance%20stress%20test%202016%20report.pdf). 
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21. From the 336 undertakings that participated in the information request 267 

derive their solvency capital requirement (SCR) by means of the standard 

formula, 43 by means of a partial internal model and 26 with a full internal 

model.  

 

 

Overview of the results 

22. A change of the UFR modifies the risk
free interest rate term structure used 

to calculate the technical provisions for obligations with longer maturities. 

Consequently there is a direct effect of a UFR change on the amount of 

these technical provisions. The change of the amount of technical 

provisions can also affect other elements of the prudential balance sheet of 

Solvency II. 

23. Typical indirect effects are: 

• The change in technical provisions results in a change in deferred 

taxes. In that case, an increase of technical provisions would result 

in an increase of deferred tax assets or a reduction of deferred tax 

liabilities.  

• The change in technical provisions results in a change of eligible 

own funds. An increase of technical provisions would usually result 

in a decrease of eligible own funds. The increase can be mitigated 

by the change of deferred taxes (see first bullet point). 

• The change in technical provisions results in a change of the SCR 

and MCR. An increase of technical provisions would usually lead to 

an increase in the SCR and the MCR.  

24. Table 3 sets out the average4 relative change of the balance sheet items, 

eligible own funds and the capital requirements in scenario 1 and 2.  

 

Table 3. Average relative change of balance sheet items, own funds 

and capital requirements 

 
Average relative 

change in 
scenario 1 

Average relative 
change in 
scenario 2 

Assets 

Deferred tax assets +1.1% +2.8% 

Other assets 0.0% 0.0% 

                                                           
4
 All averages of ratios provided in this section are weighted averages. The denominators of the ratios are used 

as weights.   



9/33 

 

 

Average relative 

change in 
scenario 1 

Average relative 

change in 
scenario 2 

Liabilities 

Technical provisions +0.10% +0.24% 

Deferred tax liabilities 
0.6% 
1.4% 

Other liabilities  0.0% 0.0% 

Own funds 

Eligible own funds to 

cover the SCR 

0.6% 
1.5% 

Eligible own funds to 

cover the MCR 

0.7% 
1.6% 

Capital requirements 

SCR +0.3% +0.7% 

MCR +0.4% +0.9% 

 

25.The change of eligible own funds and SCR leads to a change of the SCR 

ratio. The SCR ratio is the ratio of eligible own funds to cover the SCR and 

the SCR. In order to comply with the SCR, the SCR ratio needs to be at 

least 100%. Figure 3 sets out the average SCR ratios under the baseline 

and under scenarios 1 and 2. Figure 4 shows the average MCR ratios, being 

the ratio of eligible own funds to cover the MCR and the MCR. In order to 

comply with the MCR, the MCR ratio needs to be at least 100%. 

 

 

Figure 3: Average SCR ratios 

 

 



10/33 

 

 

Figure 4: Average MCR ratios  

 

 

Impact on technical provisions 

26. Technical provisions under Solvency II can consist of three components: 

the best estimate, the risk margin and technical provisions calculated as a 

whole. The best estimate constitutes the main part of the technical 

provisions in the sample (96%). The risk margin accounts for 2% of 

technical provisions. 2% of technical provisions were valued as a whole 

(see figure 5).   

 

Figure 5. Composition of technical provisions 
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27. The impact of UFR changes on the components of technical provisions 

differs, as illustrated by figure 6. On average the relative change of the risk 

margin is higher than for the best estimate. The risk margin is discounted 

with the risk
free interest rates and its size depends on the SCR. When the 

discount rates decrease and the SCR then typically increases, the risk 

margin is affected by both changes. The technical provisions calculated as a 

whole are not discounted and therefore not affected by a change of the 

UFR. 

 

Figure 6. Average relative change of components of technical 

provisions 

 

28. The overall increase of technical provisions is driven by the increase of the 

best estimate because the risk margin is only a small part of the technical 

provisions. This is illustrated in figure 7 that shows the average relative 

increase of the technical provisions split into the contributions from the 

three components of technical provisions. (The component for technical 

provisions calculated as a whole is not visible because it does not contribute 

to the overall change.)  

 

Figure 7. Average relative change of technical provisions split into 

changes by components 
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29. The impact of UFR changes on the amount of technical provisions differs 

across countries. Figure 7 shows the average relative increase of technical 

provisions by countries. The size of the impact depends in particular on the 

extrapolation parameters for the currencies of the countries and on the 

nature and duration of the insurance business done in the national markets. 

With regard to the extrapolation parameters see also section 4.2 of the 

consultation paper. For example, for the risk
free interest rates of the 

Swedish krona the extrapolation starts after maturity 10 years and forward 

rates approximately reach the UFR at maturity 20 years. In contrast, for 

the pound sterling the extrapolation starts at maturity 50 years and 

forward rates approximately reach the UFR at the maturity of 90 years. 

Consequently, only pound sterling insurance liabilities of maturities over 50 

years are affected by UFR changes, while Swedish krona insurance liabilities 

with maturities over 10 years are affected.    

30. For some currencies scenarios 1 and 2 envisage an increase of the UFR. 

The Hungarian forint is the only EEA currency for which such an UFR 

increase is provided.  Consequently, the technical provisions of Hungarian 

insurance undertakings decrease on average. 

 

Figure 8. Average relative change of technical provisions by country 

 

 

31. Figure 9 shows the composition of technical provisions by line of business. 

The main line of business is with
profit life insurance (63%). In the figure, 

the technical provisions for that line of business are provided separately for 

future discretionary benefits and other benefits. Index and unit
linked life 
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insurance (21%) and other life insurance (8%) are also important lines of 

business. The lines of business of non
life insurance constitute only a very 

small part of the overall technical provisions. 

 

Figure 9. Composition of technical provisions by line of business 

 

 

32. Technical provisions for different lines of business are affected differently 

by UFR changes. Figure 10 sets out the average relative increase of 

technical provisions by line of business. The differences can be explained in 

particular by different durations of the insurance business. Information on 

the distribution of durations by line of business can be found in the Annex. 

The lines of business most affected are health insurance that is pursued on 

a similar technical basis to that of life insurance, with
profit life insurance 

and annuities stemming from health insurance and from non
life insurance 

contract. The figure also shows that the value of future discretionary 

benefits included in the technical provisions of with
profit insurance 

decreases in the scenarios. This has a mitigating effect on the overall 

increase of technical provisions.    
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Figure 10. Average relative increase of technical provisions by line of 

business 

 

 

 

Figure 11. Average relative change of technical provisions split into 

changes by lines of business 

 

33. Figures 12 and 13 show the average relative increase of the best estimate 

and the risk margin by line of business. The increase patterns observed at 

the level of the best estimate and at the level of the risk are similar to the 

pattern for the overall technical provisions. The relative increases of the 

risk margins are more pronounced than the relative increases of the best 

estimate.       
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Figure 12. Average relative increase of the best estimate by line of 

business 

 

 

 

Figure 13. Average relative increase of the risk margin by line of 

business 

 

34. The relative increase of technical provisions per undertaking is shown in 

figure 14. The participants are ordered by the size of the increase. For half 

of the participants the increase is below or equal 0.03% and for 75% of the 

participants below or equal 0.12%. 3.9% of the participants reported an 

increase above 0.5%, the maximum increase is 1.87%. Decreases of 

technical provisions were mainly reported by Hungarian participants. For 

the Hungarian forint the scenarios envisage an increase of the UFR. Another 

reason for decreasing technical provisions of some participants is that the 
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lines of business mainly affected by UFR changes have negative technical 

provisions which decrease when the UFR is decreased.    

 

Figure 14. Relative change of technical provisions by participant 

(scenario 1) 

 

 

Mitigating effect of the recalculation of the TP transitional 

35. The impact of UFR changes measured in the information request does not 

take into account mitigating effects of the recalculation of the transitional 

measure on technical provisions (TP transitional). 88 of the 336 

participating undertakings apply the TP transitional.  

36. According to Article 308d of the Solvency II Directive insurance and 

reinsurance undertakings may apply the TP transitional. The TP transitional 

allows the undertakings to deduct a certain amount (transitional deduction) 

from their technical provisions during a transitional period of 16 years, from 

2016 (start of Solvency II) to 2031. The transitional deduction is calculated 

as the difference between the technical provisions according to Solvency I 

and the technical provisions according to Solvency II. At the beginning of 

Solvency II, the effect of the transitional deduction is that the amount of 

technical provisions coincides with that of Solvency I. The amount of the 

transitional deduction is phased out during the transitional period. 

37. The application of the TP transitional is subject to prior approval by the 

national supervisory authority. The supervisory authority may allow or 

require that the amounts of technical provisions used to calculate the 

transitional deduction are recalculated every 24 months, or more frequently 

where the risk profile of the undertaking has materially changed. 
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38. The recalculation of the transitional deduction may mitigate the impact of 

UFR changes on the amount of technical provisions. Where a change of the 

UFR results in an increase of the technical provisions according to Solvency 

II, the recalculation may lead to an increase of the transitional deduction 

that partly compensates the increase of technical provisions. This mitigating 

effect could completely offset the impact of UFR changes at the beginning 

of the transitional period. Over the transitional period the mitigating effect 

would be phased out.  

39. Whether there is a mitigating effect depends on the national approach to 

the recalculation. EIOPA has therefore asked the national supervisor 

authorities (NSAs) that have approved the use of the TP transitional about 

their supervisory practice. NSAs from 11 countries (AT, BE, DE, ES, FI, FR, 

GR, LI, NO, PT, UK) have described their approach to the recalculation.  

40. Most NSAs consider that the recalculation would in principle have a 

mitigating effect on the impact of UFR changes. However, some NSAs 

report reasons why the mitigating effect is impaired in their jurisdiction.  

41. NSAs usually allow for the recalculation every 24 months or in case of a 

material change of the risk profile (DE, ES, FR, GR, LI, PT) or even expect 

such a recalculation every 24 months (BE, FI, UK) or annually (NO). One 

NSA is sceptical about allowing for the recalculation (AT).  

42. Several NSAs mention the negligible effects of UFR changes to Solvency II 

technical provisions (AT, GR, LI, PT, UK). Thus the overall effect (impact of 

UFR change after TP transitional mitigation) was also claimed to be minor. 

Three NSAs therefore conclude that the UFR changes cannot cause a 

material change in the risk profile of their undertakings (GR, PT, UK). 

Several NSAs reported, that it is not clear whether an adapted UFR alone 

would render a material change to an undertaking’s risk profile (BE, DE, 

LI). Two NSA reject the idea that a change of the UFR can constitute a 

change of an undertaking’s risk profile (FI, FR). This might nevertheless be 

subject to case
by
case assessment. Where the change of the UFR does not 

result in a material change of the undertaking’s risk profile there may be a 

time gap between the UFR change and the recalculation of the transitional 

deduction that would delay the mitigating effect. 

43. Due to national specificities four NSAs report that technical provisions 

according to Solvency I are expected to increase (AT, DE, LI, UK) over the 

next years. In one country (DE) the increase of Solvency I technical 

provisions is expected to outweigh the impact of the proposed UFR changes 

on Solvency II technical provisions. As a consequence the recalculation of 

the transitional deduction would in this particular case not have a mitigating 

effect on the impact of UFR decreases. 
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Impact on deferred taxes 

44. Figure 15 illustrates the loss
absorbing effect of deferred taxes in scenario 

1 by country. The increase of technical provisions is partly mitigated by an 

increase of deferred tax assets or a reduction of deferred tax liabilities. The 

figure shows the ratio of the increase in deferred taxes (deferred tax assets 

minus deferred tax liabilities) and the decrease of technical provisions. For 

example, a ratio of about 30% for France means that on average 30% of 

the increase of technical provisions of French participants was compensated 

by an increase in deferred taxes. Markets with very small average changes 

in technical provisions are not included in the diagram to avoid spurious 

numerical results.     

Figure 15. Loss!absorbing effect of deferred taxes (Increase of deferred 

taxes by increase of technical provisions in scenario 1)  

 

 

Impact on own funds 

45. Figure 16 shows the average relative decrease of eligible own funds by 

country. The markets most affected are the Netherlands, Sweden, Austria 

and Germany. The differences between the countries can be traced back to 

differences in the increase of technical provisions in the scenarios, the loss 

absorbing capacity of deferred taxes and the overall amount of own funds. 

For example, Swedish insurers reported the highest relative increase of 

technical provisions (see figure 8), but this does not translate into the 

highest relative loss of own funds because of a comparably high level of 

own funds in the baseline.    
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Figure 16. Average relative change of eligible own funds to cover the 

SCR by country 

 

46. The relative change of eligible own funds to cover the SCR per 

undertaking is shown in figure 17. The participants are ordered by the size 

of the change. For 75% of the participants the change is below or equal 

0%, while for half of the participants the change is below or 

equal 
0.12%. 5.1% of the participants reported a change below 
2%, the 

maximum decrease is 
5.13%.   

 

Figure 17. Relative change of eligible own funds to cover the SCR by 

participant (scenario 1) 
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Impact on the SCR 

47. Figure 18 shows the average relative change of the SCR by country. A 

wide dispersion of the impact can be observed. The highest average 

impact was reported for Germany with increases of the capital 

requirement by about 1.6% in scenario 1 and 3.5% in scenario 2. For 

some countries an average reduction of the SCR can be observed. 

Reasons for a reduction of the SCR in the scenarios are reductions in lapse 

risk (the increase of technical provisions reduces the gap to the surrender 

values), reductions in currency risk (the increase of technical provisions 

improves the currency matching of assets and liabilities), reductions in 

interest rate risk (because of the relative shocks to the interest rates in 

the SCR standard formula) and an increased loss
absorbing capacity of 

deferred taxes. 

 

Figure 18. Average relative change of the SCR by country 

 

 

Impact on the SCR ratio 

48. The impact of UFR changes depends on the type of undertaking. Figure 19 

shows the average SCR ratios for life insurance, composite insurance, non


life and reinsurance undertakings. The impact of the two scenarios is most 

pronounced for life and composite insurance undertakings while non
life 

and reinsurance undertakings are less affected.   
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Figure 19. Average SCR ratios by type of undertaking 

 

 

49. Figure 20 shows the average SCR ratios by country and, at the bottom, the 

change of the SCR ratio in the two scenarios. The countries are ordered by 

the size of their baseline SCR ratio. The strongest impact on the SCR ratio 

can be observed for Germany and the Netherlands. Also Norway, Austria, 

Poland and Sweden yield a higher impact. Compared to the level of the 

average SCR ratio the impact is small for all countries.  

Figure 20. Average SCR ratios by country 
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50. Table 4 sets out the average SCR ratios in the base line and in the two 

scenarios by country. 

 

Table 4. Average SCR ratios per country 

Country 
SCR ratio 
baseline 

SCR ratio 
scenario 1 

SCR ratio 
scenario 2 

Austria 184% 181% 176% 

Belgium 206% 204% 200% 

Croatia 264% 267% 267% 

Cyprus 278% 278% 278% 

Czech Republic 238% 237% 237% 

Denmark 275% 273% 270% 

Estonia 178% 177% 176% 

Finland 197% 196% 195% 

France 198% 196% 194% 

Germany 288% 281% 272% 

Greece 141% 141% 141% 

Hungary 224% 224% 225% 

Ireland 152% 152% 151% 

Italy 248% 247% 247% 

Latvia 111% 111% 111% 

Liechtenstein 115% 115% 115% 

Lithuania 233% 233% 233% 

Luxembourg 233% 233% 232% 

Malta 321% 321% 320% 

Netherlands 161% 155% 146% 

Norway 212% 209% 204% 

Poland 320% 316% 313% 

Portugal 111% 111% 111% 

Romania 172% 173% 172% 

Slovakia 251% 250% 250% 

Slovenia 273% 272% 271% 

Spain 204% 203% 203% 

Sweden 239% 237% 233% 

United Kingdom 140% 140% 140% 

EEA 203% 201% 198% 
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51. Figure 21 shows the average SCR ratios in the baseline and in scenario 1. It 

is the same information as in figure 20, but presented differently. Each 

country is placed in the figure according to its average SCR ratio in the 

baseline (horizontal position) and its average SCR ratio in scenario 1 

(vertical position). For countries on the green diagonal the average SCR 

ratio in the baseline and in scenario 1 coincide. For countries below the 

diagonal the average SCR ratio in scenario 1 is lower than in the baseline.  

This way of presentation also allows to show the SCR ratios for many 

individual participants in one picture, see figure 22. Each dot represents 

one undertaking. For presentational purposes only participants with an SCR 

ratio up to 700% are shown. The SCR ratio is quite resilient to the changes 

of the UFR in scenario 1 (the dots are all close to the diagonal). Only for 

few undertakings a stronger impact can be observed (their points are 

further away from the diagonal). These undertakings all have SCR ratios 

that are high compared to the changes incurred.    

 

Figure 21. Average SCR ratios by country in the baseline and scenario 1 
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Figure 22. Average SCR ratios by participant in the baseline and 

scenario 1 

 

 

52. Figures 23 and 24 overleaf present the impact of scenario 2 on the SCR 

ratios. The impact is stronger than under scenario 1, but is still quite small.  
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Figure 23. Average SCR ratios by country in the baseline and scenario 2 

 

 

Figure 24. Average SCR ratios by participant in the baseline and 

scenario 2 

 

 

Malta

Poland

Germany
CyprusDenmark

Slovenia
Croatia

Slovakia

Italy

Sweden

Czech Republic

Luxembourg
Lithuania

Hungary

Norway
Belgium

Spain

EAAFrance
Finland

Austria
Estonia

Romania

Netherlands
Ireland

Greece

United Kingdom

Liechtenstein
Latvia

Portugal

100%

125%

150%

175%

200%

225%

250%

275%

300%

325%

100% 125% 150% 175% 200% 225% 250% 275% 300% 325%

S
C

R
 R

a
ti

o
 S

ce
n

a
ri

o
 2

SCR Ratio Baseline

Change in SCR Ratio per Country for Scenario 2 
all undertakings

0%

100%

200%

300%

400%

500%

600%

700%

0% 100% 200% 300% 400% 500% 600% 700%

S
C

R
 R

a
ti

o
 S

ce
n

a
ri

o
 2

SCR Ratio Baseline

Change in SCR Ratio for Scenario 2

all undertakings with a baseline SCR Ratio < 700%



26/33 

 

 

53. The solvency position of almost all participants remains unchanged in 

scenarios 1 and 2. In the baseline, 334 undertakings comply with the SCR 

while 2 undertakings do not. In scenarios 1 and 2 two additional 

undertakings fail to comply with the SCR. These undertakings were already 

close to a breach of the SCR in the baseline with SCR ratios of 103% and 

105%. For all other participants the tested changes of the UFR have no 

impact on their solvency position.   

 

Table 5. SCR compliance 

 Baseline Scenario 1 Scenario 2 

Participants complying 
with the SCR 

334 332 332 

Participants not 
complying with the SCR 

2 4 4 

Total 336 336 336 

 

 

Movement analysis for the SCR ratios 

54. This section sets out a conceptual framework for analysing the drivers of 

the change in SCR ratio in the scenarios. For that purpose the change of 

SCR ratio (in percentage points) is allocated to the changes in assets, 

liabilities, own funds and the SCR. This decomposition allows comparing the 

underlying drivers of the SCR ratio change and their contribution to the 

amount of the change. 

55. The analysis shows in particular that the average change of the SCR ratio in 

scenario 1 of 1.83 percentage points stems mainly from an increase of 

technical provisions (accounting for 1.55 percentage points change of the 

SCR ratio) and an increase of the SCR (0.54 percentage points). The 

reduction of deferred tax liabilities and the increase of deferred tax assets 

mitigate the change by 0.16 and 0.13 percentage points respectively. Other 

drivers have a negligible impact. 

56. The contribution to the SCR ratio change of 1.55 percentage points that 

stems from the increase of technical provisions can be further decomposed. 

The change can be traced back to the increase of the best estimate for life 

insurance (2.33 percentage points) and the increase of the risk margin for 

life insurance (0.23 percentage points). The decrease of future 

discretionary benefits reduces the increase of technical provisions. That 

effect reduces the increase of the SCR ratio by 1.00 percentage points. 

Other drivers have a negligible impact.        
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57. The SCR ratio for scenario i is denoted by ��� according to the following 

definition: 

 ��� � ����
���� 	 100% 

(1) 

where: 

i  : b (baseline scenario), 1 (scenario 1) or 2 (scenario 2) 

���� : Eligible Own Funds for scenario i 

����  : SCR for scenario i 

58. In addition to these variables the following variables for items of the 

balance sheet can be defined: 

 

 

Table 5. Definition of variables 

 

 

59. The following equation for scenario i can be defined: 

 �
� � ��
� � ���� � ��� � ����� � ���� ������ (2) 
where: 

����� : Net Other Own Funds for scenario i. 

60. The left hand side of equation (2) equals the excess of assets over 

liabilities. However not all of the excess of assets over liabilities may be 

eligible, where at the same time there may be “other available own funds” 

like for instance ancillary own funds. Therefore the balancing item “Net 

Other Own Funds” to arrive at equation (2) is introduced. The net other 

own funds for scenario i can be seen as the difference of non
eligible own 
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funds for scenario i (�����) and other available own funds for scenario i 

(�
���). To explain this approach the eligible own funds are written in 

terms of the excess of assets over liabilities, non
eligible own funds plus 

other available own funds, i.e.: 

 ���� � �
� � ��
� � ���� � ��� � ����� � ����� � �
��� (3) 
 

61. Combining equations (2) and (3) it follows immediately that: 

 ����� � ����� � �
��� (3) 
 

62. For the rest of this section the focus is on the analysis of the change in SCR 

ratio from the baseline scenario to scenario 1, i.e.: 

 ∆�� � ��� � ��� � ����
���� �

����
���� 

(4) 

 

Note: for ease of notation the multiplication with 100% is left out the left hand 

side of equation (4), however it should be kept in mind that ∆�� is measured in 

terms of %
points SCR ratio. 

63. Now equation (4) could equally be written as: 

 ∆�� � ����
���� �

����
���� �

����
���� �

����
���� 

(5) 

 

64. As the last two terms at the right hand side of equation (5) are equal, the 

net effect of adding and subtracting the same term is zero. 

Rearranging terms the following equation can be derived: 

 ∆�� � ���� � ����
���� � ���� ∙ � 1

���� �
1

����� 
(6) 

 

65. The first term of the right hand side of equation (6) can be seen as the part 

of the change in the SCR ratio (under the baseline required solvency 

capital) due to a change in eligible own funds, while the second term can be 

seen as the part of the change in the SCR ratio, based on the eligible own 

funds for scenario 1, due to a change in the SCR. 

66. Using equation (2) to substitute for the ����
 and ����
 terms in the left 

term of the right hand side of equation (6) and rearranging terms yields the 

following: 

∆�� � 
 (7) 
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�
� � �
�
���� � ��
� � ��
����� � ��� � ������� � ��� � ������� � ���� � ��������

������ ����������  

 

����� ∙ � 1
���� �

1
����� 

 

Equation (7) shows how the change in SCR ratio is driven by changes in 

respective balance sheet items. 

67. Based on the submitted data EIOPA has implemented equation (7) both on 

the individual undertaking level as well as on the grouped country level. For 

the grouped country level the results are presented in the following table.    
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68. One of the main drivers of the decrease in the solvency ratio is the change 

in technical provisions (TP). For most countries scenario 1 is a decrease of 

the level of the UFR of 20 basis points. As a result the technical provisions 

are expected to increase resulting in a decrease (ceteris paribus) of the 

eligible own funds. 
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69. As one of the reporting templates provides information about the changes 

in technical provisions per line of business it is possible to extent the 

analysis from the table above by extending equation (7) accordingly. The 

third term on the right hand side of equation (7) reads: 

 ���� � �������  

 

(8) 

70. The technical provisions in their contributing parts over all line of 

businesses can be split as follows: 

 ��� � � ����� � �� ��� � ���!��
�∈#$%&'(

 

 

(9) 

where: 

����� : Technical Provisions calculated as a Whole for line of business k in 

scenario i 

�� ��� : Technical Provisions on Best Estimate basis for line of business k 

in scenario i 

���!�� : Technical Provisions Risk Margin for line of business k in scenario i 

71. The technical provisions calculated as a whole are expected (by definition) 

not to be sensitive to changes in the level of the UFR. As the submitted 

data confirmed this expectation we have excluded this part of the 

provisions from the extended movement analysis hereafter. 

72. As expected the submitted templates showed the highest sensitivity to 

changes in the UFR for the life lines of business. A special type of business 

within these lines is the profit participating policies with discretionary future 

benefits. By their nature future discretionary benefits have loss absorbing 

capacity, i.e. where expected future profits decrease these benefits can also 

be reduced because of their discretionary nature. However a decrease in 

the level of the UFR results in an increase of the best estimate technical 

provisions for most life lines of business.  Such an increase could be 

compensated for by lowering the corresponding future discretionary 

benefits.  

73. Based on this and using equation (9) EIOPA has extended the movement 

analysis accordingly which is shown in the following table. 
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Annex – Distribution of durations by line of business 
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