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Reference

Comment

General Comment

The Storebrand Group is a leading player in the Nordic market for long-term savings
and insurance, operating a total of 1.8 million customers in Norway and Sweden.

Storebrand supports the view put forward by Insurance Europe that the UFR value
should be kept at its current level until the review of the Solvency II standard formula.

Storebrand would like to comment on the proposed bucket approach for expected
inflation. We believe central bank inflation targets should be used instead. If a bucket
approach is used, it should be more granular, and in line with the international
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standard from IAIS.

Q1. (pg. 56)

Q2. (pg. 56)

Q3. (pg. 56)

Q4. (pg. 56)

Q4: "According to the proposed methodology, there are four buckets for the expected
inflation rate (1%, 2%, 3% and 4%). Do you consider it appropriate to use inflation
buckets and the choice of buckets adequate?”

Storebrand believe the best option is “Alternative 3”, where the expected inflation is
set equal to the inflation target for that currency (paragraph 109 and 110). A large
number of central banks have an inflation target, and as EIOPA points out, these
inflation targets have an important influence on the expected inflation. We therefore
see no appropriate reason why one should opt for a bucket-approach instead. The
isolated effect of the proposed bucket approach for Norwegian insurers is a reduction
of the UFR with 50 bp, from 2,5 % to 2 %.

The buckets are meant to serve as proxies for the local central bank expected inflation
rate for that particular currency. Storebrand finds the use of rather imprecise buckets
for the expected inflation rate in vast contrast to the rest of the fine-tuned and
granular modeling of other components in the Solvency II regime. Further, the rules
for determining the right bucket are not quite in accordance with general rounding
rules.

If EIOPA decides to use a bucket approach, it should be in line with the international
standard from IAIS, as described in paragraph 204. The IAIS bucket approach, using 6
buckets, 2.5 % being one of them, would be more fine-tuned and appropriate for
currencies that to not fit into the few EIOPA buckets. A more granulated approach to
the buckets would also address the volatility EIOPA predict if the pure inflation target
is used.

Q5. (pg. 56)
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