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Insurance Europe key messages on the ESA’s PRIIPs RTS consultation 


[bookmark: _GoBack]General Comments 

We have serious concerns with the process being undertaken for reviewing the PRIIPs KID. The scheduled review by the Commission is just beginning with consumer testing, a cross sectoral study and other preparatory work taking place, but at the same time the ESAs are looking to change key aspects of the PRIIPs KID in the interim. Not only are consecutive changes costly for industry they also confuse the consumer and devalue the information provided in the PRIIPs KID. 

Insurance Europe also has serious concerns about the “quick-fix” approach taken in the ESAs’ consultation. It is vital that any new measures address the underlying problems with the PRIIPs KID and do not attempt to find superficial and ineffective solutions.

The ESAs must conduct a more well-considered and better evidenced approach when proposing amendments. It needs to be clearly demonstrated, through thorough consumer testing, that consumers will benefit from any alterations.

Insurance is the main industry currently in scope of the PRIIPs Regulation (based on Insurance Europe estimates, IBIPs represent around 80% of the current overall PRIIPs market) but it is not clear that the proposals in the consultation paper have been designed to suit insurance products.

Instead of this rushed review, we recommend that the ESAs and Commission address shortcomings with the KID as part of the overall PRIIPs framework review, based on a thorough impact assessment and consumer testing, ensuring new rules lead to meaningful disclosures. 


ESAs proposals 

The proposals put forward by the ESAs will increase the complexity of the methods and presentation of information, lead to misleading figures being given to consumers and overload consumers with information.

Overall, there is a lack of clarity in the proposals put forward by the ESAs with key details not provided in the consultation paper. It is vital that this is rectified before any proposals are published as draft RTS. It would not be acceptable for fundamental aspects of the new proposals (presentation of costs tables, certain values needed for calculation of performance scenarios) to be prescribed in level 3 Q&As.

Performance

The dividend yield methodology proposed by the ESAs is overly complex and presents significant challenges in terms calculations, data collection and explanations to consumers: insurers would need to look through and keep monitoring each single underlying asset of their products (potentially hundreds of thousands of assets) and would face much higher costs for the access and use of the extensive data set that is required by the new methodology.

The testing of the new proposed methodologies has been insufficient, so there is no concrete evidence that the dividend yield approach is straightforward to implement for all PRIIPs and brings more realistic or appropriate results than the methodology that is currently used in the PRIIPs KID. For example, Insurance Europe’s simulations show that the new methodology fails to capture the potential returns of Technological Funds.

The proposal to include in the PRIIPs KID both future performance scenarios and past performances would not help consumers understand the product features. In contrast, it would overload consumers with figures obtained through different methodologies and confuse them.

Costs 

The ESAs are considering moving away from the reduction in yield (RiY) cost indicator. RiY is a robust a reliable indicator that allows for comparability between products.

Under all options for the presentation of costs proposed by the ESAs the number of costs disclosures would increase. The sheer number of figures within a single KID is inherently confusing to consumers. Under the ESA’s preferred option consumers would receive 18 values in monetary terms and six percentage values. 

The ESA’s also propose to use different measures in the two PRIIPs costs tables (‘costs over time’ and ‘composition of costs’). This would be detrimental to consumer understanding as the two tables would be inconsistent and it would not be possible to compare figures in each table. 

Multi-option products (MOPs)

The proposed changes for multi-option products (MOPs) would be considerably burdensome to implement, with no evidence of the added value for consumers. On the contrary, the introduction of additional layers of information and complex costs tables would only confuse consumers and expose insurers to significant compliance costs and liability risks.

In particular, the ESAs’ proposal to provide more complete or “total” information for “at least the four most commonly selected” MOPs options is not at all straightforward to implement. It would only overload consumers with information and confuse them, with negative unintended consequences on the offering and distribution of MOPs in the market.

Also the new proposed table for the presentation of costs would not improve the quality and understandability of the information provided for MOPs. In contrast, it would introduce significantly more figures in the generic KID (seven time more numbers than the current version).  


Integration of UCITS

The ESAs have also proposed a series of amendments to facilitate the integration of UCITS into the scope of PRIIPs. The PRIIPs Regulation was drafted with a view to UCITS being in scope so we do not see any need for significant amendments at this stage to accommodate them.

Changes to integrate UCITS should never result in additional requirements for other PRIIPs providers. 
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