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Reference: ECO-SLV-23-003
Subject: RFR monthly monitoring - January 2023

Background

EIOPA publishes the technical information related to risk-free interest rate (RFR) term structures for a wide range
of currencies and the symmetric adjustment of the equity capital charge monthly. The latest technical
documentation for the RFR which provides EIOPA’s methodology for calculation can be found here. The secretariat
monitors EIOPA’s RFR curves published for the euro as well as the symmetric adjustment and provides below
summary information for members (Source: EIOPA, Insurance Europe). Additional information on alternative
extrapolation method proposed by the EC as part of the Solvency II review is included for reference only.

1. RFR curves with VA (euro) as at the end of January 2023 vs previous curve

RFR with VA 10yrs 20yrs 60yrs
4.0% Jan 2023 2.93% 2.72% 3.04%
3.5% Dec 2022  3.28% 2.96% 3.12%
0 RER without VA 10yrs 20yrs 60yrs
3.0% =\ Jan 2023  2.76% 2.55% 2.97%
2.5% Dec 2022  3.09% 2.77% 3.04%
2.0% Alternative extrapolation Method*
RER with VA 10yrs 20yrs 60yrs
1.5% —_—31/01/2023 . Y Y ¢
Jan 2023  2.93% 2.72% 2.90%
—3112/2022
1.0% 12/ Dec 2022  3.28% 2.96% 2.99%
31/1/2023 Alt. Met.
RER without VA
0.5% — 31122022 Alt. Met. RER without VA
Jan 2023  2.76% 2.55% 2.83%
0.0% Dec 2022 3.09% 2.77% 2.92%
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*secretariat calculationsbased on a convergence
parameter of 10%and no chanaesin the VA calculation

2. Change in Volatility Adjustment and Credit Risk Adjustment

January December
Volatility Adjustment (VA) (bps) 17 19
Credit Risk Adjustment (bps) 10 10

3. Impact on discounting

The value after discounting a 1,000 euro cashflow at different years in the future is shown below along with the
impact of changes in RFR (with VA) on these valuations:

10yrs 20yrs 60yrs
Present Value using January 2023 RFR with VA 749 585 166
Present Value change from December 2022 3.4% 4.7% 4.6%
4. Symmetric Adjustment of the Equity Capital Charge
January December | November October September | August July June
2023 2022 2022 2022 2022 2022 2022 2022
0.87% -3.02% -1.24% -4.76% -8.10% -4.95% -2.24% -5.34%

Insurance Europe aisbl

Rue du Champ de Mars 23, B-1050 Brussels

Tel: +322 894 3000 »
E-mail : prudential@insuranceeurope.eu

© Insurance Europe. Confidential, internal document.
Not for distribution, all rights reserved.


https://eiopa.europa.eu/regulation-supervision/insurance/solvency-ii-technical-information/risk-free-interest-rate-term-structures
https://www.eiopa.europa.eu/tools-and-data/symmetric-adjustment-equity-capital-charge_en
https://www.eiopa.europa.eu/sites/default/files/eiopa-bos-21-475-technical-documentation.pdf

