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Implementing new solvency regimes —
sometimes a bumpy journey but opening a lots of new horizons
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2001
\\ European Commission kicked-off the Solvency |l process

Solvency Il is the most
significant regulatory
change that the European
insurance market has
2004 - 2005 faced in 30 years ... is the

Three “Wave c industry ready?
: EY European Solvency Il Survey 2012

2001 - 2003
Rather “isolated” development of the Solvency |l Directive
striving for a 3 Pillar approach

@ Swiss Re == | — -



Implementing Solvency Il —

the major stumbling blocks 4

quality & IT
infrastructure

Development of
internal models

Resources and g

actuarial

know how - ' & approval by
Capital surcharg_es the requlator
& shocks scenarios )
under the Standard

Formula

Understanding |
of the Capital

framework requirements for Transition YEEYeEIoI8Y

Liteinsurance = WENEELICCN uncertainty
products |




What would be the major Chal'lenges

implementing Solvency Il in Russia? -4

Resources and actuarial
know how

Data & IT infrastructure
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What would be the major challenges
implementing Solvency Il in Russia?
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1
Resources and Data & IT Implementation Others
actuarial know infrastructure costs
how
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Solvency II
major achlevements

Best estimate calculation of reserves

Risk-adjusted capital requirements

- T————

Fair value balance sheet

Group supervision for international
groups



Only 25% of

participants believe
that Solvency Il is

clearly the best way
to run their business

Less than 20% of

respondent had
completed the
transition of Solvency |l
into business as usual

Solvenc*lb——*]e

In 2016 Grant Thornton run a
Solven€y Il. The survey was fa

F thought Solvency I
k4 is too complicated
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2/3 of

respondents

Only 9% of

respondents felt
that the costs of
Solvency Il were
reasonable
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Market risk:

EIOPA Statistics e
R 2207/ publishied 21/06/2018 it Highestimpact on Life insurance contracts

with high interest rates guarantees

0
France 234% Allianz @ L&H Strategy Europe:

Focus on capital light products

Germany 338%

Allianz Capital Market Day 2015

Iltaly 204%

Focus I
a\% Capital light savings in matured markets

Axa Investors Day 2016

Poland 260%

Spain 242%

j‘ﬁ Priority in Life:

. , L%, - - - - 1

United ngdom 154% ,. DN further.shlf.t towards a capital-light
GENERALI portfolio mix

1 capital light reserves / new business without garantees or with garantees
equal to or lower than 0%

Generali Investors Day 2016
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gher capital requirements

| Existing products lead to essential
capital surcharges

Increased competition and market
consolidation

Others




Where do you expects the major impact for Russian insurance
companies after the implementation of Solvency II?

1
Much higher Existing products Increased Others
capital lead to essential competition and
requirements capital market
surcharges consolidation

i Mentimeter



Smarter together!

-«
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Variable
Quota Share

N
Client motivation: -
Stabilization of the Solvency Il ratio in [
the event of unexpected growth. '

Swiss Re’s solution:

= Dynamic Quota Share cession linked
to Solvency Il ratio.

cover only scales up when needed.

= Multi-year structure reduced
- - uncertainty in respect of Terms &
Conditions

» Reduced reinsurance cash out as !

Flexible
Sub-Layer &
Floating Top-layer
Client motivation:

Securitization of Solvency |l

Balance Sheet due to rather tight capital
base.

Swiss Re’s solution:

= Variable Sub-Layer structure linked to
the aggregated Cat exposure.

» |n addition “floating” Top-Layer to cover
exposure increases of the modelled
200y event required by Solvency Il.

Mass Lapse
Shock cover

Client motivation:

Optimization of the Solvency Il capital
requirements under the Sll Standard
Formula.

Swiss Re’s solution:

= Remote Stop Loss structure covering
20% of the Mass Lapse Shock under
the Sll Standard Formula.

= Client had to apply a lower stress
scenario than the typically required
40%.



ongoing
improvement of
ORSA scenarios
& reporting

ongoing
Recovery and
Resolution pIans
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" Introduction of Solvenéy Ilin Russia__—'

expectations
Thanks a lot for S / tow&wds
your interest Swiss Re?
and time

The floor is

yours!
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Legal notice

©2018 Swiss Re. All rights reserved. You are not permitted to create any modifications
or derivative works of this presentation or to use it for commercial or other public purposes
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of

the presentation and are subject to change without notice. Although the information used
was taken from reliable sources, Swiss Re does not accept any responsibility for the accuracy
or comprehensiveness of the details given. All liability for the accuracy and completeness
thereof or for any damage or loss resulting from the use of the information contained in this
presentation is expressly excluded. Under no circumstances shall Swiss Re or its Group
companies be liable for any financial or consequential loss relating to this presentation.
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