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SCR review project - Information request on the calibration of the natural CAT risk sub-module
The national associations of insurers who have answered the information requirement belong to the following countries:
· Finland 
· Greece
· Slovenia
· Slovakia
· Spain 
· United Kingdom
· Germany
· Italy
· Sweden
Data input collected is related to the following risks:
	Windstorm
	Earthquake
	Flood
	Hail

	Spain
Germany
Slovenia
Finland
Sweden
	Greece
Slovakia
Italy
	Germany
	Germany
Slovenia


(*) UK provides general comments without contributing survey information to any specific risks

In order to facilitate the analysis, some statistical measures and ratios have been calculated based on the survey information for country.

INFORMATION REQUEST
a) Survey information: 

(a.1) Survey for the country

Windstorm
· Spain provides information based on 8 events from 2005 to 2014. In 6 events of 8, data represents around 80% of the whole market. Data of the other 2 events represents around 13% of the whole market. The data is shown net of CCS in this report. 
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· Germany provides information based on 13 events from 2002 to 2014. Data represents nearly 100% of the total motor market and a major part of the total property market.
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· Slovenia provides information regarding hail and windstorm, and establishes in its document that “in the case of loss events with occurrence of hail and windstorm some insurance companies attributed all losses to one risk”. 
Windstorm data is based on 12 events from 2006 to 2016. No market share and SCR amounts are reported.
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· Finland provides information based on 16 events from 2001 to 2016. For the years 2010-2016 (10 events), data is from all the participating companies (5 companies out of 7 companies, one of the outsiders is very new company, and the other is not the member of Federation of Finnish Financial Services), and before that there are only numbers from some of them but market share is not reported.

[image: ]

[image: ]


· Sweden provides information based on one event in 2005 (Gudrun). Five undertakings which represents 83% of whole market, have contributed to the data collection. 
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It is not possible to obtain measures or ratios based on the information provided.


Earthquake
· Greece provides information, which is split into two groups, on one hand, related to one company (company A), and on the other hand, related to the rest of the market. Data is based on two events in 1999 and 2014.
Data corresponding to the specific company is complete but part of the information regarding the rest of the market is missing.
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It is not possible to obtain measures or ratios based on the information provided.

· Slovakia answers that it didn’t register any significant claim related to earthquake during last 15 years (several registered claims where less than 10.000€, mostly less than 1000€). It provides CAT data regarding 2016 which is based on 87% of the whole market, as example:
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It is not possible to obtain measures or ratios based on the information provided.

· Italy provides information based on 8 events from 2009 to 2016. No market share is reported.
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Flood
· Germany provides information based on 16 events from 2002 to 2013. Data from property represents more than 90% of the whole market.

[image: ]




Hail
· Germany provides information based on 22 events from 2001 to 2014. Data from property represents more than 90% of the total market related to motor and property.
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· Slovenia provides information regarding hail and windstorm, and establishes in its document that “in the case of loss events with occurrence of hail and windstorm some insurance companies attributed all losses to one risk”. 
Hail data is based on 19 events from 2006 to 2016. No market share and SCR amounts are reporting.
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(a.2) Survey per zone

· Spain provides information per zone regarding 8 windstorm events previously mentioned.
· Germany doesn’t provide data per zone.
· Information provided by Greece is not complete both for the specific company and for the rest of the market.
· Slovenia provides hail and windstorm data per zone, but no market share and SCR amounts are reported.
· Finland doesn’t provide data per zone.
· Italy provides information per zone regarding 8 earthquake events previously mentioned, but no market share is reported.
· Sweden provides information per zone regarding the windstorm Gudrun (1 event). Five insurance undertakings which represents 50% of the total market, has submitted the related data.


b) Other quantitative and qualitative information: 
· Vendor and Internal models: 
· RQE, RMS and AIR for earthquake risk in Italy and in Germany for windstorm risk.
· Regarding Italian earthquake submodule, the results of evaluations carried out by the internal model (RQE) or by specialized key third party software providers (RMS, AIR) points to a heavy miscalibration in the risk calculation amounting to approx. a 270% difference between the STDF and the internal model results gross of reinsurance (based on 2015 data of the 80% market share).
· Slovakia concludes that the amount of the SCR SF is 179.43% higher than partial internal model in earthquake submodule.
· Germany establishes that vendor and internal models generally result in lower SCR for windstorm risk than the standard formula.
· Greece shows in its documentation that based on a preliminary study survey performed in 2014 among 15 Greek insurance undertakings, representing 76.5% of the total market share of the fire branch (based on data of 2013), it appeared that for more than 33% of respondents the SF for EQ risk produced outputs which were at least 20% higher compared to the outputs of the models they used at the time the survey was performed. For more than 66% of respondents, the SF produced results at least 10% higher than the outputs of the models they used at the time the survey was performed.
· UK shows the over-calibration of the SF through an example, which is explained as follows: “one member firm has compared the 100% windstorm loss generated by the Standard Formula to the 1 in 200 year return output from four commercially available windstorm models (all using the firm’s own risk exposure data). The Standard Formula loss is over 13% higher than the loss from the highest calibrated model, and over 32% higher than the average loss of the four models.”

· Other information:
· Spain points out that in major events the CCS (Consorcio de Compensación de Seguros) assumes much share of the total impact (vehicles, railway vehicles and other damages to goods). CCS is forced by law to cover windstorm risk (atypical cyclones) where the speed of wind upper 120 km/h. The data is shown net of CCS in this report. 
· Germany stablishes that risk factors of adjacent zones differ considerably, which does not seem to reflect properly the related natural risk.
· Germany considers that flood risk is significantly overestimated and hail is rather underestimated for MNTPL (flood is not a relevant risk but hail is for many Germany undertakings). 
· Greece suggests to include new parameters or factors (for example, type and year of construction of insured buildings to take into account the increasing anti-seismic construction) in the calculation of SF for earthquake risk.
· UK considers the calibration of the natural catastrophe risk component of the Standard Formula is too conservative. 
· Italy points out that the calibration of the Standard Formula Italian Earthquake submodule does not adequately account for the effective impact of contractual policy conditions (indemnity limits and deductibles) that need to be taken into consideration to adequately assess the Italian insurers' exposure to earthquake risk. Evidence shows that the average contractual limit in the Italian portfolio is less than 30% of the sums insured.
· Italy explains that in certain cases until 09-2016 the flood and earthquake risk has derived from a particular collective insurance productsell in 2008-2009 (currently in run-off) that provide with a maximum indemnity of 2,5 mln € that has to be proportionally distributed for all the exposures when a claim occurs. For this reason gross risk capital was the amount Italian undertakings have to pay in case of claim occurrence. The amount is calculated as min(2,5 mnl; standard formula result).
· The Italian document establishes that the calibration of the Standard Formula Italian Flood submodule does not adequately account for the effective impact of contractual policy conditions (indemnity limits and deductibles) in the Italian flood risk portfolio. As for earthquake risk, the average contractual limit in the Italian portfolio is less than 25% of the sums insured.
· Italy suggests that, on one hand, the hail risk capital requirement should not be the same for building and content coverages, and on the other hand, the flood risk capital requirement should not be the same, for example, for exposure on the ground floor and upper floors of a building.
· Sweden proposes to recalibrate all the risk weights for the zones and the mapping to counties be clearly stated. It is based on the following explanation: “the reason for this is that the risk weighs are not in line with their experience. Moreover, the provisions of the Solvency II regulation (Delegated Acts), Annex IX are ambiguous”.
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Total aggregated 

losses for event 

(million €)

Total Exposure 

(million €) Total SCR (million €)

Min Amount 71,00                             6.805.449,00                7.721,00                      

Max Amount 1.819,00                       11.483.076,00              12.618,00                    

Total Amount 4.696,00                       74.227.341,00              82.488,00                    

Average 361,23                          9.278.417,63                10.311,00                    

Stand Desv 468,02                          1.638.153,62                1.713,30                      

CV 1,30                               0,18                                 0,17                               

Ratio Total 

Agg Losses/ 

Total 

Exposure 0,0063265%

Ratio Total Agg 

Losses/ Total SCR 5,69%
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Total aggregated losses for 

event  Total Exposure  Total SCR

Min Amount                               1.040.644,33           23.798.346.847,66                                                       -     

Max Amount                               8.019.541,28        164.236.606.391,69                                                       -     

Total Amount 45.723.189,89                            743.614.401.042,86      -                                                  

Average 3.810.265,82                              92.951.800.130,36        -                                                  

Stand Desv 2.730.456,44                              54.752.943.818,74        -                                                  

CV 0,72                                               0,59                                   -                                                  

Ratio Total Agg 

Losses/ Total 

Exposure 0,0061488%

Ratio Total Agg 

Losses/ Total SCR
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2001-2016

Total aggregated losses 

for event  Total Exposure 

Total SCR

Min Amount                            120.000,00                           14.938.590.144,00                        -     

Max Amount                      82.056.130,00                         706.671.293.636,00                        -     

Total Amount 224.366.050,00                   4.188.690.309.824,00                   -                  

Average 14.022.878,13                     380.790.028.165,82                      -                  

Stand Desv 22.728.242,19                     312.411.224.742,68                      -                  

CV 1,62                                        0,82                                                    -                  

Ratio Total Agg 

Losses/ Total 

Exposure 0,0053565%

Ratio Total Agg Losses/ Total 

SCR
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2010-2016

Total aggregated losses 

for event  Total Exposure 

Total SCR

Min Amount                        1.345.095,00                         369.223.088.914,00                        -     

Max Amount                      82.056.130,00                         706.671.293.636,00                        -     

Total Amount 196.863.701,00                   3.421.726.325.273,00                   -                  

Average 19.686.370,10                     570.287.720.878,83                      -                  

Stand Desv 26.901.218,77                     157.137.509.694,17                      -                  

CV 1,37                                        0,28                                                    -                  

Ratio Total Agg 

Losses/ Total 

Exposure 0,0057533%

Ratio Total Agg Losses/ Total 

SCR
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Total aggregated losses 

for event  Total Exposure  Total SCR

2005

3.959.035.588 12.926.669.664.211 16.517.689.765
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Bachnicek Jozef <jozef bachnicek@slaspo.sk>
Slovakia -Esrthquake sk - SCR review project - Information request on the calbration of the natural catastzophe rsk sub-module
Para CP-16-008
CC Prudential@nsuranceeurope.eu; Zakova Jozefina
Dear colleagues,

1 send information related to recalibration of the Earthquake risk in Slovakia:

1. During last 15 years we didn't register any significant claim related to carthquake, several registered claims were less than 10 000 Eur, mostly less than 1000 Eur (last strong earthquake in Slovakia

was in 1906 - calculated magnitude 5.7). E.g. for year 2016 the table a.1) Survey for the country (based on 87 % of market)

Total SCR for this risk/year
Number (or name) of | Total aggregated losses for| Total Exposure[1] for_the| for the whole country
Occurrence year
event* event for the whole country| whole country (according  to current
aalibration)
Slovakia 2016 ) ) 273042929309 |1044030114

2. We compared standard formula with intemal models for year 2015 (insurance companies represented more than 80% market share in non-life insurance in Slovakia participated in)

(in EUR) Earthquake Cat Risk Capital

Charge

Models as at Year end 2015

@ verrisscrase st
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Total aggregated 

losses for event  Total Exposure  Total SCR

Min Amount                     486.643,00                    401.935.983,37                  89.195.141,90   

Max Amount             300.188.508,76           473.356.680.989,65            4.431.444.837,29   

Total Amount 719.606.341,07             1.202.265.464.325,03     11.409.606.207,30      

Average 89.950.792,63                300.566.366.081,26         2.852.401.551,83         

Stand Desv 111.463.067,18             206.810.326.299,69         1.900.276.191,56         

CV 1,24                                   0,69                                      0,67                                  

Ratio Total 

Agg Losses/ 

Total 

Exposure 0,0598542%

Ratio Total Agg Losses/ 

Total SCR 6,31%
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Total aggregated 

losses for event 

(million €)

Total Exposure 

(million €) Total SCR (million €)

Min Amount                             14,00                   1.981.386,00                          3.390,00   

Max Amount                           883,00                   5.896.743,00                        11.462,00   

Total Amount 2.112,00                       36.334.593,00              67.300,00                    

Average 132,00                          3.633.459,30                6.730,00                      

Stand Desv 220,91                          1.262.636,87                2.614,20                      

CV 1,67                               0,35                                 0,39                               

Ratio Total 

Agg Losses/ 

Total 

Exposure 0,0058126%

Ratio Total Agg 

Losses/ Total SCR 3,14%
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Total aggregated 

losses for event 

(million €)

Total Exposure 

(million €) Total SCR (million €)

Min Amount                           143,00                      831.462,00                          2.427,00   

Max Amount                       2.385,00                14.185.568,00                          4.150,00   

Total Amount 9.856,00                       139.061.458,00           42.577,00                    

Average 448,00                          10.697.035,23              3.275,15                      

Stand Desv 470,23                          3.409.111,26                569,85                          

CV 1,05                               0,32                                 0,17                               

Ratio Total 

Agg Losses/ 

Total 

Exposure 0,0070875%

Ratio Total Agg 

Losses/ Total SCR 23,15%
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Total aggregated losses for 

event  Total Exposure  Total SCR

Min Amount                               1.531.061,27          24.021.380.700,89                                                       -     

Max Amount                             81.365.884,50        163.090.255.229,75                                                       -     

Total Amount 233.299.959,02                          959.013.693.012,69     -                                                  

Average 12.278.945,21                            119.876.711.626,59     -                                                  

Stand Desv 18.971.801,09                            45.247.234.058,35        -                                                  

CV 1,55                                               0,38                                   -                                                  

Ratio Total Agg 

Losses/ Total 

Exposure 0,0243271%

Ratio Total Agg 

Losses/ Total SCR
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Total aggregated losses 

for event  Total Exposure Total SCR

Min Amount 266.843,00                        509.218.457.980,00           177.771.482,00               

Max Amount 157.334.504,00                8.720.181.241.122,00       3.134.008.157,00           

Total Amount 273.365.572,00                33.086.028.450.047,00     11.831.995.872,00         

8 events Average 34.170.696,50                  5.514.338.075.007,83       1.971.999.312,00           

Stand Desv 50.934.668,79                  3.848.433.431.691,67       1.380.495.110,67           

CV 1,49                                     0,70                                         0,70                                    

Ratio Total Agg 

Losses/ Total 

Exposure 0,0008262%

Ratio Total Agg Losses/ 

Total SCR 2,31%
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Total aggregated losses 

for event  Total Exposure Total SCR

Min Amount 17.672.393,00                  7.615.503.292.144,00       2.716.160.080,00           

Max Amount 157.334.504,00                8.720.181.241.122,00       3.134.008.157,00           

Total Amount 272.058.902,00                31.939.223.822.020,00     11.431.232.248,00         

6 events Average 45.343.150,33                  7.984.805.955.505,00       2.857.808.062,00           

Stand Desv 55.071.435,88                  518.144.662.310,28           193.154.169,76               

CV 1,2145                                 0,06                                         0,07                                    

Ratio Total Agg 

Losses/ Total 

Exposure 0,0008518%

Ratio Total Agg Losses/ 

Total SCR 2,38%


