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Solvency II review
Impact assessment (SWD(2021) 260, SWD(2021) 261(summary) accompanying two Commission proposals: a 
directive amending Directive 2009/138/EC as regards proportionality, quality of supervision, reporting, long-

term guarantee measures, macro-prudential tools, sustainability risks, group and cross-border supervision 
(COM(2021) 581) and a directive establishing a framework for the recovery and resolution of insurance and 

reinsurance undertakings (COM(2021) 582) and amending Directives 2002/47/EC, 2004/25/EC, 2009/138/EC, 
(EU) 2017/1132 and Regulations (EU) No 1094/2010 and (EU) No 648/2012 

This briefing provides an initial analysis of the strengths and weaknesses of the European 
Commission's impact assessment (IA) accompanying the above-mentioned proposals, submitted 
on 22 September 2021 and referred to the European Parliament's Committee on Economic and 
Monetary Affairs (ECON). The revision of prudential rules for insurance and reinsurance (i.e. 
insurance for insurance companies)1 companies, known as 'Solvency II', is included in the 2021 
Commission work programme as well as in the Joint Declaration on EU legislative priorities for 2021. 

The Solvency II Directive has applied since 2016 and replaced 14 directives commonly referred to as 
'Solvency I'. With the supplementing delegated and implementing acts, it forms a harmonised 
prudential framework for insurance firms in the EU, known as the 'Solvency II' regime. Solvency II 
constitutes a three-pillar framework2 for insurance and reinsurance undertakings to conduct 
insurance business throughout the internal market. 

The Commission proposes to amend the existing Solvency II framework and to introduce new 
elements, especially on environmental risks, resolution and macro-prudential tools3. The Solvency II 
review was presented with a communication, as a package of two legislative proposals: 

a proposal to amend the Solvency II Directive (Solvency II), aiming at strengthening 
insurance companies' contribution to the financing of EU's post pandemic recovery; 
a proposal for a new insurance recovery and resolution directive (IRRD), to ensure 
insurers and EU authorities are better prepared to address severe financial distress. 

The amendments to the Solvency II Directive and IRRD will be supplemented by delegated and 
implementing acts at a later stage. 

The key role of the insurers' contribution to the 're-equitisation'4 and the greening of the European 
economy, had already been underlined in the new capital markets union (CMU) action plan and the 
communication on the European Green Deal. The European Parliament and the European Council 
also identified the Solvency II review as a pivotal initiative supporting the objectives of the CMU, by 
strengthening the role of insurers as long-term investors and encouraging long-term investment. 

Problem definition 
The problem definition is substantiated by the 'Evaluation of the Solvency II Framework' conducted 
by the Commission in parallel with the present IA. This retrospective evaluation, which is mainly 
based on technical work by the European Insurance and Occupational Pensions Authority (EIOPA), 
has not been published as such, but was annexed to the IA (see IA, Annex 10 pp. 212-294).  

Following a description of the political and legal context of the initiative, the Commission identifies 
the five main problems that the IA aims to address (IA, pp. 5-13): 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021SC0260
https://ec.europa.eu/info/publications/210922-solvency-2-communication_en
https://ec.europa.eu/info/publications/2021-commission-work-programme-key-documents_en
https://ec.europa.eu/info/publications/2021-commission-work-programme-key-documents_en
https://ec.europa.eu/info/strategy/strategic-planning/joint-priorities-eu-institutions-2021-2024_fr
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:32009L0138
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/solvency2-directive-level-2-measures-full_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021DC0580
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021PC0581
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021PC0582
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2020:590:FIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1588580774040&uri=CELEX%3A52019DC0640
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 Limited incentives for insurers to contribute to the long-term financing and the 
greening of the European economy; 

 Insufficient risk sensitivity and limited ability of the framework to mitigate volatility in 
the solvency position of insurance companies; 

 Insufficient proportionality of the current prudential rules generating unnecessary and 
unjustified administrative compliance costs for small and less-risky firms; 

 Deficiencies in the supervision of (cross-border) insurance companies and groups, and 
inadequate protection of policyholders against insurers' failures; 

 Limited specific supervisory tools to address the potential build-up of systemic risk in 
the insurance sector.  

The IA analyses each problem and how it affects the main stakeholders, i.e. insurers, policyholders, 
supervisors. The IA also describes the nature and scale of the problems, using quantitative data 
when available. The 'areas for improvements to the Solvency II framework' have been further 
analysed in the Evaluation Annex, mainly based on statistics from EIOPA as well as from an external 
study prepared for the European Commission5 (IA, pp. 212-294). 

A problem tree (IA, p. 6) clearly shows, in addition to the problems described in the IA, their 
respective drivers and consequences affecting the sustainable financing of the economy, financial 
stability, international competitiveness, and policyholder protection.  

Moreover, the impact assessment describes for each problem how it is likely to evolve under the 
baseline scenario, i.e. without EU action (IA, pp. 13-15). According to the IA, not addressing the 
identified issues would have detrimental effects on the wider economy as well as on consumers, in 
particular on the price of insurance products and on policyholders' protection (IA, pp. 13-15).  

Subsidiarity / proportionality 
The current Solvency II Directive is based on Articles 53(1) and 62 of the Treaty on the Functioning 
of the European Union (TFEU). These articles also constitute legal bases for the amending proposal 
COM(2021) 581 to continue aligning current rules and introduce new standardised rules, in addition 
to Article 114. The IRRD proposal (COM(2021) 582), which aims at harmonising rules and processes 
for recovery and resolution of insurers across the EU, is also based on Article 114 of TFEU. 

As concerns the subsidiarity of the proposals, it is considered more efficient for insurers to be 
subject to a single EU regulatory framework, compared to different sets of national rules (IA 
summary). According to the IA, only EU action could ensure that 'regulatory provisions are applied 
uniformly and guarantee the existence of the well-established regulatory framework regarding the 
taking up and the pursuit of insurance and business, which are essential for the Single Market'. In 
addition to the proposed amendments to existing rules, the IA justifies the necessity and added 
value of EU action for each new dimension to be introduced in Solvency II (IA, pp. 16-17), in 
particular with regards to the 'increasing share of cross-border activities within the EU Single 
Market'.  

As regards subsidiarity scrutiny by national parliaments, it appears for both proposals that no 
reasoned opinions from national parliaments were submitted by the deadline of 4 February 2022. 

The IA highlights that the principle of proportionality is already embedded in the Solvency II 
framework, as it requires Member States to 'ensure that the requirements laid down in this Directive 
are applied in a manner which is proportionate to the nature, scale and complexity of the risks 
inherent in the business of an insurance or reinsurance undertaking' (Article 29(3)). One of the 
objectives of the proposed Solvency II review is to increase the proportionality of prudential rules, 
and policy options have been identified and assessed to achieve this objective (see sections below). 

Since proposal COM(2021) 0581 aims to amend the existing Solvency II Directive, the instrument 
chosen is an amending directive. A directive is also considered the appropriate instrument for the 
IRRD, since 'prudential supervision is based on the Solvency II Directive, and resolution is closely 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A12016E053
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A12016E062
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:12012E/TXT:en:PDF
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:12012E/TXT:en:PDF
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:12008E114
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:12008E114
https://ipexl.europarl.europa.eu/IPEXL-WEB/document/subsidiarity
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:32009L0138
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linked to non-harmonised areas of national law, such as insolvency and property law' 
(COM(2021) 582, p. 3).  

Objectives of the initiative 
According to the IA, the Solvency II review has four general objectives (IA, pp. 17-18) that directly 
address the problems' consequences described in the problem tree: 

1 To increase insurers' contribution to the long-term and sustainable financing of the 
economy; 

2 To enhance the protection of policyholders; 
3 To contribute to financial stability; 
4 To preserve the international competitiveness of the European insurance industry 

and improve the efficiency of the EU insurance industry. 

These general objectives translate into six specific objectives (IA, pp. 18): 

 To provide incentives for insurers to contribute to long-term sustainable financing of 
the economy; 

 To improve risk-sensitivity; 
 To mitigate excessive short-term volatility in insurers' solvency position; 
 To increase the proportionality of prudential rules aiming to remove unnecessary 

and unjustified administrative burden and compliance costs;  
 To enhance the quality, consistency and coordination of insurance supervision across 

the EU, and improve the protection of policyholders and beneficiaries, including 
when their insurer fails; 

 To better address the potential build-up of systemic risk in the insurance sector 
(contributing to financial stability). 

While the specific objectives are directly linked to the problems, the IA does not define any 
operational objectives, as required by the Better Regulation Guidelines (BRG) and which should be 
'option-specific' and 'expressed in terms of the deliverables of individual policy actions'(BRG, p. 67), 
to facilitate monitoring of their achievement and evaluation later on.  

Range of options considered 
For each of the five problems identified, the IA proposes a range of options, including the baseline 
scenario ('do nothing' as option 1). In addition to these five baselines, the Commission examines 
13 policy options in total (IA, pp. 19-76). The IA presents additional options, explaining why they 
were discarded at an early stage. The options considered appear realistic and in line with EIOPA's 
advice. For each option, the IA describes the changes that would be implemented (IA, pp. 19-23). 

Table 1 below shows the respective baseline and policy options assessed in the IA for each of the 
five problems, as well as the eight preferred options (highlighted in blue in the table).  

Some technical topics have not been explicitly covered by the main body of the IA, but in several 
annexes, 'due to size constraints' (IA, p. 22): 

 Specific discussions on i) the supervision of internal models and on ii) reporting and 
public disclosure requirements, are subject to dedicated impact assessments in 
Annex 7 (IA, pp. 163-175), leveraging the EIOPA's own IA.  

 Further technical features for the design of harmonised rules on insurance guarantee 
schemes (IGS), covered under Problem 4 – option 4, are analysed in Annex 5 (IA, p. 22).  

 Specific elements discussed in the IA are detailed in Annex 8 (IA, pp. 176-209), as for 
example: on the approach to reducing volatility, on 'compensating measures', on 
amendments to the rules governing group supervision and cross-border supervision, 
and on the macro-prudential framework stemming from the preferred option. 

https://ec.europa.eu/transparency/documents-register/detail?ref=SWD(2017)350&lang=en
https://www.eiopa.europa.eu/sites/default/files/solvency_ii/eiopa-bos-20-751-background-impact-assessment.pdf
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Table 1 – Overview of the policy options considered 

  
Problem 1 – Long-
term green 
financing 

Problem 2 – Risk 
sensitivity and 
volatility 

Problem 3 – 
Proportionality 

Problem 4 - 
Supervision / 
protection 
against failure 

Problem 5 - 
Financial stability 

PO
LI

CY
 O

PT
IO

N
S 

1 
BASELINE: Do 
nothing 

BASELINE: Do 
nothing 

BASELINE: Do 
nothing 

BASELINE: Do 
nothing 

BASELINE: Do 
nothing 

2 
Facilitate long-term 
investment in 
equity 

Fix all technical 
flaws in relation to 
risk sensitivity and 
volatility 

Exclude a significant 
number of firms 
from Solvency II and 
enhance the 
proportionality 
principle within 
Solvency II 

Improve quality of 
supervision, in 
particular cross-
border  

Make targeted 
amendments to 
prevent financial 
stability risks (i.e. 
incorporating 
targeted macro-
prudential 
considerations to 
the framework) 

3 
Reduce capital 
requirements on all 
equity investments 

Address issues of 
risk sensitivity and 
volatility while 
balancing the 
cumulative effect of 
the changes 

Prioritise enhancing 
the proportionality 
principle within 
Solvency II and 
make a smaller 
change to the 
exclusion 
thresholds6  

Introduce rules to 
avert/manage 
failing insurers 

Introduce an 
extensive macro-
prudential 
framework 

4 

Strengthen 'Pillar 2' 
requirements in 
relation to climate 
risks 

  

Introduce rules to 
protect 
policyholders when 
insurers fail ('IGS') 

 

5 

Integrate climate 
risks in both 'Pillar 2' 
and quantitative 
rules 

    

Source: compiled by the author on the basis of the IA, pp. 19-76. 

Assessment of impacts 
In the IA, all options have been systematically analysed and compared along the following criteria: 

 effectiveness (against the six specific objectives), efficiency (cost-effectiveness) and 
coherence, as recommended in the Better Regulation guidelines (BR, p. 28); 

 their impact (in terms of 'winners and losers') for the main stakeholders affected by 
this initiative, i.e. insurers, policyholders and supervisory authorities; 

 their expected costs and benefits. 

This analysis has been carried out for each option (IA, pp. 24-73), except Option 1 – 'Do nothing', as 
the five baseline scenarios were already described in the problem definition. For each option, the IA 
also presents stakeholder views, based on the Commission open consultation and EIOPA's 
technical consultations on the Solvency II review.  

The IA also illustrates how preferred options have been selected, by comparing the magnitude of 
impacts of each option: 1) according to the three BR criteria above, and 2) on the main 
stakeholders affected by this initiative. The analysis is summarised in two tables, scoring from 'very 
positive' to 'very negative'. These summary tables are presented for each problem, (IA p. 33, p. 43, 
p. 51, pp. 63-64, p. 73) and for the combination of the preferred options (IA, pp. 75-76). 

https://ec.europa.eu/transparency/documents-register/detail?ref=SWD(2017)350&lang=en
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The IA analyses the expected costs and benefits of the preferred options for the various 
stakeholders (IA, Annex 3, pp. 95-122). The IA presents overview tables of costs and benefits of the 
preferred options under each problem (IA, pp. 109-122) as well as a summary table of costs and 
benefits that are likely to be generated by the combined set of preferred options (IA, pp. 102-108). 

In terms of benefits, the IA states that the combination of preferred options would lead to an 
estimated increase of €16 to 30 billion in capital resources in excess of capital requirements, 
depending on market conditions. Due to a phasing-in of the changes on interest rates, in the short 
term the initiative is expected to lead to a significant improvement in insurers' solvency position (up 
to €90 billion in capital resources in excess of capital requirements), which through reallocation 
could be used by insurers to contribute to EU recovery (IA, pp. 102-122). 

Concerning the costs of the preferred options, the Commission estimates the introduction of IGSs 
to cost around €21 billion (IA, Annex 5, pp. 124-161). While these 'costs are primarily borne by 
insurance companies, a proportion of them will likely be passed on to policyholders' (IA, p. 106). In 
addition, changes on interest rates are expected to increase insurers' capital costs, but this impact 
should be reduced with the introduction of compensating measures on volatility adjustment and 
risk margin. Regarding implementation and administrative costs generated by the preferred 
options, the IA states that they would remain low to moderate (for more details see IA, pp. 106-122). 

The preferred options are in line with EIOPA's advices, except for the policy dimension related to 
proportionality, where the preferred option is deviating from EIOPA's recommendation. Fewer firms 
would be excluded from the application of Solvency II, but a larger number of firms within the scope 
would be classified as low-risk profile and thus benefit from extended proportionality measures. The 
IA explains why this preferred option 'is a more efficient approach [...] to enhance proportionality 
with limited side effects on other objectives' compared to EIOPA's advice (IA, pp. 43-52). 

The IA mainly focuses on the economic impacts of the initiative. The main social impact assessed 
by the IA concerns the potential improvement of policyholder protection (addressed under 
Problem 4). Potential environmental impacts relating to better management of climate and 
environmental risks, as well as to enhanced green financing, could have been more clearly 
addressed in the IA. 

Overall, the IA shows how the combination of preferred options is expected to contribute to the 
objectives identified (IA, pp. 77-80). According to the IA, 'the cumulative impact of the options 
achieves a satisfactory balance for all types of stakeholders' (IA, p. 79). It notes that important parts 
of the Solvency II framework that are laid down in delegated acts, will be updated by the 
Commission only at a later stage. These topics include equity investments, risk margin, volatility 
adjustment and calculating the capital requirement for interest rate risk.7  

SMEs / competitiveness 

The preferred options are expected to have a positive impact on small and medium-sized 
enterprises (SMEs), as described in a dedicated section of the IA (section 7.2., p. 80). Based on 
EIOPA's estimations, the IA states that up to 186 smaller insurance companies would no longer be 
subject to Solvency II due to the increased exclusion thresholds, which is expected to generate a 
reduction in ongoing compliance costs. Compliance costs would also be reduced for at least 
249 insurers classified as low-risk profile within the scope of Solvency II, who would benefit from 
simpler and more proportionate rules. These reductions in compliance costs have been tentatively 
estimated by the Commission. The IA also states that all SMEs (beyond the insurance sector) would 
benefit from easier access to capital funding, due to the simplified eligibility criteria for long-term 
equity investments. 

One of the general objectives of the review is to 'preserve the international competitiveness of 
the European insurance industry'. According to the IA, the reduced volatility of the framework would 
foster long-termism in underwriting and investment decisions. More stable solvency ratios are also 
expected to facilitate business and strategic planning, in particular for international expansion (IA, 
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p. 112). The IA also states that the preferred option implying stricter rules governing the supervision 
of groups headquartered outside Europe, could have a positive impact on international 
competitiveness by reducing the risk of regulatory arbitrage (IA, p. 115).  

Simplification and other regulatory implications 

The IA shows how the proposed review of Solvency II review is expected to remove unnecessary and 
unjustified administrative burden and compliance costs, which is part of the specific objective 4. 
Based on EIOPA's inputs and the feedback from the insurance industry, the IA identified a series of 
proportionality and simplification measures to be implemented under the three pillars of the 
Solvency II framework. These simplified requirements are described in Annex 4 (IA, p. 123) and 
mainly concern the newly introduced category of low-risk profile undertakings, as well as other 
insurers under certain conditions. The initiative is expected to simplify the framework by: 

 excluding more small insurers from the scope of Solvency II – as explained in the IA 
(p. 79), 'the benefit of enhancing proportionality outweighs the (limited) side effect on 
financial stability'; 

 making more proportionate rules automatically applicable to low-risk profile 
undertakings and, subject to supervisory approval, to other insurers; 

 simplifying the quantification of immaterial risks; 
 ensuring that required disclosures do not go beyond what is necessary for recipients.  

The legislative proposal on harmonised rules for IGS is intended to complement the Solvency II 
review. 

Impacts on national budgets and administrations 

According to IA, the preferred options are expected to generate low to moderate costs for 
administrations (IA, pp. 106-108). These costs (quantified when possible) would mainly relate to: 

 additional human resources for the new framework on recovery and resolution, 
 the supervision of new rules, new proportionality measures and intensified cross-

border supervision for national supervisory authorities, 
 the set-up or adaptation of existing IGSs, depending on Member States' situations and 

elements of design. 

Monitoring and evaluation 
The IA describes the (non-exhaustive) list of indicators to be used to monitor progress towards 
achieving the specific objectives (IA, pp. 81-82), in the absence of operational objectives. For each 
indicator, the IA identifies a clear measurement unit, a source of information and the actor 
responsible for data collection, as well as whether data is already collected or not.  

In addition, the IA suggests carrying out a complete evaluation of the effectiveness and efficiency 
of this initiative, five years after its implementation deadline.  

The proposal (COM2021) 581 (p. 5) refers to this evaluation and to the indicators listed in the IA. 

Stakeholder consultation 
The Commission consulted a wide range of stakeholders on this initiative. In addition, EIOPA 
conducted (from July 2019 to January 2020), three technical consultations covering the 19 topics of 
the Solvency II review identified by the Commission. The feedback collected was used throughout 
the IA. The Commission consultation strategy (IA Annex 2, pp. 87-94) was built on several 
components: 1) a conference held in 2020 on the Solvency II review, gathering the insurance 
industry, insurance associations, public authorities, civil society; 2) an Inception Impact Assessment; 
3) seven targeted consultations of (unspecified) Member States; 4) a public consultation on the 
Solvency II review open to all stakeholder groups. 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12461-Insurance-&-reinsurance-firms-review-of-prudential-rules-Solvency-II-Directive-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12461-Review-of-measures-on-taking-up-and-pursuit-of-the-insurance-and-reinsurance-business-Solvency-II-/public-consultation_en
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The latter consultation was launched on 1 July 2020 and ran over 16 weeks until 21 October 2020. It 
received 73 responses from various stakeholders, representing the insurance industry (56 %), civil 
society (14 %), and public authorities (11 %), mostly from the European Economic Area (IA, p. 89). A 
summary report of the public consultation is available (IA, Annex 2) as well as detailed contributions. 
Stakeholder views are broken down into categories and presented for each option considered. 

Supporting data and analytical methods used 
To prepare the review of the Solvency II Directive, the Commission formally requested technical 
advice from EIOPA on 11 February 2019. The EIOPA opinion on the Solvency II review, published on 
17 December 2020, is underpinned by an associated background analysis and a holistic impact 
assessment. EIOPA also conducted two data collection exercises to quantify the cumulative impact 
of all policy proposals. Further technical reports from EIOPA were used to feed into the IA, including: 
the Report on long-term guarantees measures and measures on equity risk 2020 (December 2020), 
and the Market and Credit Risk Comparative Study YE2019 (2021). 

The IA largely draws on the technical work and analysis conducted by EIOPA and on the 'Evaluation 
of the Solvency II Framework' conducted by the Commission (in Annex 10 of the IA). In addition, the 
IA refers to further data sources used in its preparation (Annex 1, pp. 84-86): 

 A Study on the drivers of investments in equity by insurers and pension funds 
(prepared by Deloitte and CEPS, December 2019); 

 A Technical Report on Insurance Guarantee Schemes from the Joint Research Centre 
(JRC), 2021. 

The data used in the IA are transparently referenced and publicly accessible. The IA highlights the 
efforts made to avoid biases (p. 86). The IA also states the assumptions underlying the quantification 
of expected impacts. For the estimation of potential costs to establish an IGS, at the request of 
Commission Directorate-General for Financial Stability, Financial Services and Capital Markets Union 
(DG FISMA), the JRC developed a model based on the Vasicek-model,8 which was used in Annex 5 
of the IA. More details on this methodology and results can be found in the above-mentioned JRC 
technical report (Section 2.1). 

Follow-up to the opinion of the Commission Regulatory Scrutiny Board 
The draft IA was submitted to the Regulatory Scrutiny Board (RSB) on 19 March 2021. The RSB gave 
a positive opinion on 23 April 2021, noting however that 'the report does not sufficiently develop 
the problem analysis and narrative in a consistent way. It does not sufficiently present the overall 
simplification potential'. The IA mentions that the problem analysis and narrative were adjusted 
accordingly (IA, p. 83), but does not include more details on specific changes made. The IRRD 
proposal indicates that, following the RSB's recommendations, the IA was further refined. 'In 
particular, the assessment of options and the overall costs and benefits of the Solvency II review, 
together with the recovery and resolution proposal, were further substantiated' (COM(2021) 582 
p. 5). 

Coherence between the Commission's legislative proposal and IA 
The proposals appear to reflect the analysis carried out in the IA and to follow the preferred options. 

The IA covers two Commission proposals representing the biggest amendment to date of the 
Solvency II framework, which came into force in the EU in 2016. Important parts of the framework 
laid down in delegated and implementing acts will be updated by the Commission at a later stage. 

This IA builds on a broad consultation of stakeholders, and on extensive advice from the European 
Insurance and Occupational Pensions Authority (EIOPA). In addition to various reports from EIOPA 
including a holistic IA, the IA draws on a technical report from the JRC and an external study, which 
are adequately referenced and publicly accessible. The objectives are directly linked to the problems 
identified in the IA and their consequences. The Solvency II review aims to increase policyholders' 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12461-Review-of-measures-on-taking-up-and-pursuit-of-the-insurance-and-reinsurance-business-Solvency-II-/public-consultation_en
https://ec.europa.eu/info/files/190211-request-eiopa-technical-advice-review-solvency-2_en
https://www.eiopa.europa.eu/document-library/opinion/opinion-2020-review-of-solvency-ii_en
https://www.eiopa.europa.eu/sites/default/files/solvency_ii/eiopa-bos-20-750-background-analysis.pdf
https://www.eiopa.europa.eu/sites/default/files/solvency_ii/eiopa-bos-20-751-background-impact-assessment.pdf
https://www.eiopa.europa.eu/sites/default/files/solvency_ii/eiopa-bos-20-751-background-impact-assessment.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-bos-20-706-long-term-guarantees-ltg-report-2020.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/2021-study-on-modelling-of-market-and-credit-risk-_mcrcs.pdf
https://ec.europa.eu/info/sites/default/files/191216-insurers-pension-funds-investments-in-equity_en_2.pdf
https://publications.jrc.ec.europa.eu/repository/handle/JRC124577
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=pi_com%3ASEC%282021%29620
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protection as well as the insurers' contribution to the long-term green financing of the economy, to 
contribute to financial stability, and to preserve the international competitiveness of the EU 
insurance industry. The preferred options are in line with EIOPA's advice, except for the policy 
dimension related to proportionality, where the IA explains why the preferred option deviates from 
EIOPA's recommendation. The IA shows how the combination of preferred options is expected to 
contribute to the achievement of the objectives identified. The IA assesses and compares the 
potential impacts of the options presented to achieve these objectives in a systematic way. In 
addition, the IA describes the potential positive impact of the preferred options on SMEs. The IA also 
explains how the proposed Solvency II review is expected to improve proportionality and to simplify 
the regulatory framework.  

The IA mainly focuses on the economic impacts of the initiative. The main social impact assessed by 
the IA concerns the expected improvement of policyholder protection. Potential environmental 
impacts relating to enhanced green financing, could have been more clearly addressed in the IA.  
 

ENDNOTES 
1  Hereafter 'insurance' 
2  Pillar 1 on capital requirements sets out quantitative requirements, including the market-based rules to value 

insurers' assets and liabilities, and the risk-based calculation of capital requirements depending on each insurance 
company's profile; Pillar 2 on governance consists of requirements for the governance and risk management of 
insurers, as well as the details of the effective supervisory process with competent authorities; Pillar 3 on 
transparency focuses on reporting to supervisory authorities and public disclosure, enhancing market discipline and 
increasing comparability. 

3  Although mentioned in the IA, no legislative proposal for the insurance guarantee schemes (IGSs) has yet been 
adopted by the Commission. 

4  Corresponding to an increased long-term investment in equities by institutional investors. 
5  Deloitte Belgium and CEPS for the European Commission, DG for Financial Stability, Financial Services and Capital 

Markets Union, Study on the drivers of investments in equity by insurers and pension funds, December 2019. 
6  The thresholds on revenues would be multiplied by three instead by five, as in Option 2. 
7  According to the Commission communication (pp. 5-10), 'future amendments to the Delegated Regulation will 

significantly contribute to achieving the objectives of the Solvency II review. [...] The Commission intends to amend 
the delegated regulation broadly in line with EIOPA's opinion'. 

8  Vasicek O., Limiting Loan Loss Probability Distribution, 1991. 

 

 

This briefing, prepared for the European Parliament's Committee on Economic and Monetary Affairs (ECON), analyses whether 
the principal criteria laid down in the Commission's own Better Regulation Guidelines, as well as additional factors identified 
by the Parliament in its Impact Assessment Handbook, appear to be met by the IA. It does not attempt to deal with the 
substance of the proposal. 
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