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1. Timeline

Key messages
· The 2016 exercise was challenging from a timing perspective. 

Arguments supporting position
· The seven-week period provided to prepare submissions during the 2016 exercise was too short. 
· Companies report using simplifications and expert judgement to ensure adherence to the timescales, thus reducing data quality.
· The 2016 exercise coincided with other reporting requirements, such as supervisory reporting and interim financial reporting.
· Providing stress test specifications in advance would enable companies to set up and test models and reporting templates as part of their regulatory reporting.

Potential proposal by Insurance Europe
· The 2018 exercise should be of sufficient length to provide companies with time to calculate, validate and submit the results. 
· It should also not overlap with other reporting requirements and EIOPA should be cognisant of potential parallel field testing/data collection exercises that companies are engaged in, at national/European/global level.
· Scenarios should be provided far enough in advance for companies to integrate these into systems as part their regular reporting process.

A possible timeline for the 2018 exercise could be:

	Activity
	2016 exercise
	2018 exercise

	Workshop with participants
	13 April
	February 2018

	Launch of stress test
	24 May
	by mid-April 2018

	Q&A
	June
	by mid-May 2018

	Submission to NSAs
	15 July
	30 June 2018

	Collection and validation by NSAs
	August
	mid-2018

	Central validation by EIOPA
	September
	by end-2018

	Disclosure of results
	15 December
	by end-2018



1. Stress test design

Key messages
· The 2016 scenarios were not appropriate. 

Arguments supporting position
· According to the ERSB, who in fact helped develop the scenario, the stresses applied in the Double-Hit scenario were not “internally consistent”.
· The “Low for long” scenario does not incorporate the possibility of management actions, which is unrealistic given the long-term nature of the scenario.
· The stress factors (to 1 decimal place!) for equity and property exposures within different European countries were overly detailed. 
· Sharp decreases in European equities with no corresponding fall in non-EEA equities is also considered unrealistic.

Potential proposal by Insurance Europe
· Scenarios should be developed on justifiable and substantiated assumptions. 
· Stresses should be of appropriate granularity.
· The industry should be involved in the design of the scenarios.

1. Technical specifications

Key messages
· The industry supports that the stress test specifications should be consistent with the wider Solvency II framework.
· The industry supports that all long-term guarantee and transitional measures should be permitted to be used.

Arguments supporting the position
· The stated main focus of the stress test exercise is “on assessing vulnerabilities and the potential systemic impact of shocks to the financial and economic environment”. It is not intended to test the regulatory framework or the underlying liability valuation approach.
· Some markets reported being required to apply Solvency II requirements to occupational pensions business in the stress test where they have authorisation to use Solvency I capital requirements.

Potential proposal by Insurance Europe
· Long-term guarantees, transitional measures and internal models are part of the Solvency II framework and should be considered as part of the stress test.

1. Reporting

Key messages
· The 2016 exercise used ad-hoc templates, which significantly increased the burden of the stress test. Instead, reporting requirements should be limited to the information required to draw sensible conclusions from the scenarios. Reporting templates should be as consistent as possible with other regulatory reporting (eg QRTs). 

Arguments supporting the position
· Pillar three of the SII framework already requires disclosure of a significant amount of qualitative and quantitative information through the SFCR, QRT and Regular Supervisory Reporting. 
· The use of ad-hoc templates unnecessarily increases resource requirements.
· Information requested on the sensitivities of long-term guarantees were considered to go beyond the scope of the stress test exercise and represent information which is provided elsewhere within the SII reporting framework.

Potential proposal by Insurance Europe
· Reporting requirements should be based on the QRTs templates and should be limited to the information required to draw sensible conclusions from the scenarios. 

1. Public communication of results by EIOPA

Key messages
· Communication of the results should be restricted to the aggregate level.
· The result of the stress test should not contain reporting of the post-stress SCR.
· EIOPA should in its communications put more emphasis on the theoretical nature of the stresses and on the fact that the exercise comes on top of the already extremely conservative design of the prudential framework.

Arguments supporting the position
· The main focus of the stress test exercise is for supervisors to identify the potential systemic impact of theoretical shocks. This objective in itself does not justify not trigger any need for publication of individual company results.
· Publication of stress testing for individual firms is required as part of the SFCR, albeit with a different purpose and different scenarios. 
· Publication of the post-shock SCR represents a stress-on-a-stress situation and would represent an overly negative picture of the risks facing insurers. 
· Any analysis of an undertaking’s post-stress capital position must focus on the MCR, not the SCR, as this represents the level of capital required to continue writing business.  

Potential proposal by Insurance Europe
· The identification of individual firms and their stress test results is sufficient from a supervisory perspective, there is no need and no role for the public to have access to individual company data.
· The industry appreciates the opportunity to liaise with EIOPA ahead of the publication of results and communication by EIOPA.

Note by secretariat:
Article 23 of the EIOPA regulation on identification and measurement of systemic risk states “The Authority shall, in consultation with the ESRB, develop criteria for the identification and measurement of systemic risk and an adequate stress testing regime which includes an evaluation of the potential for systemic risk that may be posed by financial institutions to increase in situations of stress. The Authority shall develop an adequate stress testing regime to help identify those financial institutions that may pose a systemic risk. These institutions shall be subject to strengthened supervision, and where necessary, to the recovery and resolution procedures referred to in Article 25.
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