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Regarding the calculation of the capital requirement for mass lapse risk, the shock rates seem
excessive, especially when compared with the evidence of the time- series in the insurance
market.
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Yes, it should be reviewed. The volume measure for premium risk should depend on a technical
indicator (loss ratio or combined ratio) representing the adequacy of the premiums in relation to
the risk assumed, at least for the existing business. In particular, the volume measure should be
an increasing function of that indicator. In this way given the earned premiums, undertakings with
adequate premiums will have a reduction of the volume measure compared to undertakings with
inadequate premiums.
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Q11.8

Q11.9
It is unclear whether reinsurance receivables are to be classified as type 1 or type 2 exposure.
Article 189, paragraph 2 and 3, of Delegated Acts does not clarify the classification of such an
exposure.
It is unclear if single name exposures where the single name is a central government (or any other
single name listed in article 180 paragraph 2 of Delegated Acts) should be considered in the
counterparty risk module, since a stress of 0% is applied to this single names in the spread risk

Q12.1 submodule. Article 190 of Delegated Acts does not clarify.

Q12.2
The recovery rate for cash at bank is set at 0% since the Loss-given-default has to be equal to the
fair value of the position, as set in article 192, paragraph 6, of Delegated Acts. It is unclear the
methodology used to estimate the recovery rate.
In most studies the average recovery rate tends to be over 30% and for banking assets is typically
higher.

Q12.3
In relation to the Risk Mitigation effect, performing the impact is costly and time consuming in
both full approach (art 196 of delegated act) and simplified approach (art 107 and 108 of
delegated act), expecially for reinsurance contracts used as risk mitigation tecniques.
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The limitations to the exclusion from the market risk concentration risk submodule induced by
article 184 (2)(b) (iii) should be modified: it seems reasonable to remove the constraint of the
“same risk evaluation, measurement and control procedures as the insurance or reinsurance
undertaking” stated in the point (iii) of the article. It should be allowed not to consider for the
market risk concentration submodule companies subject to regulation similar to Solvency Il (i.e.
Qi14.1 Basel Il).
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