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COVID-19
ANIA remarks
ANIA (Italian National Association of Insurance Companies) wishes to summarize in this document the Italian insurance sector’s vision on the emergence of coronavirus.
First of all, we wish to thank all institutional representatives who, in Italy and at European level, are operating effectively and relentlessly to ensure a comprehensive European dimension to the present crisis, of which unfortunately our Country still represents the main victim. 
On the economic front, ANIA welcomes the initial and important decisions taken at national level and what already done at European level, thanks to the role played by the European Parliament and to the decisive input of our Country, to definitely raising the collective awareness, as was the case during the last European Council. 
Indeed, it is necessary to immediately support undertakings (mostly small ones) facing temporary turnover and/or liquidity crises by acting on fiscal and labour cost measures. At the same time, it is crucial to anticipate, also by simplifying procedures, all infrastructural investment that may help restart economic activities, with particular attention to those oriented towards the health sector. Within this scope, tax incentives to long-term insurance and pension savings schemes might be highly beneficial for the real economy.
In this context, we are also convinced that it is fundamental to adapt immediately the entire European legislation to the exceptional conditions we are experiencing. 
The European Commission has proposed the activation of the General Escape Clause envisaged by the Stability and Growth Pact, with the aim of guaranteeing the necessary flexibility to the budgets of the Member States to protect citizens and businesses from the consequences of this crisis and to sustain the economy. This strategy, aimed at countering the economic impact of the pandemic, endorsed by the EU Council and supported by the European Parliament, also includes the use of the full flexibility of State aid rules to allow Member States to ensure sufficient liquidity for businesses of all kinds and to preserve the continuity of economic activity. It was also decided to shift resources from the EU budget to allow the EIB to provide short-term liquidity to SMEs and to direct EUR 37 billion to the Coronavirus Response Investment Initiative.
Overall, these are right decisions, but they leave Member States the burden of bearing the economy almost all on their own. On the other hand, this is inevitable considering the current size of the European budget. 
It is therefore essential to immediately develop the necessary coordination between Member States. All countries must orient their tax policies towards supporting the economy. The time has come to pursue with great determination the possibility of issuing European bonds, or to find alternative ways to guarantee a European support, finalised at strengthening the capacity of the European health system to fight against the pandemic and alleviate its economic and social consequences. 
All regulatory policies, including financial, banking and insurance rules, must also be adapted to circumstances. We must identify in the different regulations all the instruments able to adapt the rules to this severe situation. As if that were not enough, all necessary changes to tackling the emergency must be foreseen after a careful but prompt assessment. 

Actions taken by the Italian insurance sector
The Italian insurance industry has acted promptly to guarantee the safety of its employees and collaborators and to ensure the continuity of the services provided to customers.
As for the protection and the safeguarding of people’s health, companies have undertaken a number of measures aimed at securing workplaces and the employees’ mobility. The use of smart working is particularly widespread, also following the Government's decision to put the entire Country under maximum health security. Special task forces have been set up to closely monitor the evolution of the situation.
In order to guarantee services to citizens and to protect workers and agency networks, ANIA and IVASS, the Italian Insurance Supervisory Authority, have set up a coordination taskforce to guarantee the insurance services that, in line with the latest government law provisions, are specifically included among the public utility services supposed to operate, together with banks and financial services. 
ANIA and individual insurance groups have also implemented initiatives, both offering generous contributions to health structures involved in fighting the virus and offering, on a temporary and free basis, cover extensions for those infected by the virus and for companies.

Proposals at European level 
The exceptional volatility of financial markets triggered by the virus’ pandemic diffusion inevitably had a significant effect on the value of insurers’ portfolios. The fall in equity values and the significant rewidening of spreads put pressure on companies’ solvency ratios, which by the way were particularly high at the end of 2019. In addition, the insurance industry, like almost all sectors of the economy, is experiencing a very sharp decline in the flow of new business and late payments from policyholders, while continuing to meet its commitments on time. These trends may result, especially if they prolong over time, in a compression of companies’ liquidity and the need to sell securities in a depressed market. For these reasons, it is necessary to implement European measures easing the liquidity provisioning. 
As regards the regulatory framework, the review of Solvency II is supposed to finish by the end of the year. In the course of the work, launched over one year ago, the need for improvement emerged, to better counteract the procyclicality effects of a system based on punctual market values, applied to a sector that has most of its business long-term oriented. Current rules determine, in fact, very strong fluctuations of the own funds needed to operate. 
It seems now unrealistic to finish on time the review but we need to make good use of the work already done and, if the emergency prolongs, be ready to change, even by using exceptional procedure, the rules that are currently proving not to work as intended. This concerns, in particular, the Volatility Adjustment mechanism, the risk margin calculation, the treatment of equities and deferred taxes. 
It is necessary that every instrument is activated to enable insurance companies, in the current dramatic circumstances and in the period that we hope will start in the short and medium term, to be able to operate in conditions that best guarantee the legitimate interests of citizens and companies.  
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