
Insurance 
Regulatory bulletin

PwC Ireland

Q2 2021



PwC  |  Insurance  regulatory bulletin  |  Q2 2021

ContactsExecutive summary Spotlight: Impact of EU 
sustainable measures

Insurance regulatory developments

Conduct Supervision Prudential Sustainability Other updates

2

Contents

Executive summary

Spotlight: Impact of EU sustainable measures 
on Solvency II and the Insurance Distribution 
Directive

2

            

3

Insurance regulatory developments 5

Conduct 5

Supervision 6

Prudential 10

Sustainability 12

Other updates 14

Contacts 15

Executive summary 
Following the first quarter of the 
post-Brexit period the EU-UK Trade and 
Cooperation Agreement was ratified by 
Parliament and adopted by the European 
Council. However the Financial Services 
Memorandum of Understanding (MoU) 
has yet to be formally released.

Q2 2021 saw a number of regulatory 
developments both at a European and 
domestic level. In Europe,  EIOPA 
announced the launch of its 2021 
insurance stress test for the European 
market,including details of the stress 
scenario it has developed with the 
European Systemic Risk Board. It also 
issued its latest risk dashboard which 
suggests that risk levels remained broadly 
stable through the fourth quarter of 2020. 
In April EIOPA issued its online IDD single 
Rulebook tool.

There were two notable developments 
from an Irish perspective in Q2 2021. The 
first being the CBI issuing a consultation 
paper on cross industry guidance on 
operational resilience. The second relates 
to the publication of the CBI’s regulations on 
recovery and resolution planning for insurers 
and reinsurers. Both developments underline 
the CBI’s commitment to strengthening 
resilience throughout the industry.

Sustainable finance continued to generate 
regulatory activity at a European level 
during Q2. This included the launch of the 
European Commission renewed 
Sustainable Finance Strategy, which 
builds on the public consultation of 2020. 

In each edition of the insurance bulletin 
we explore one significant  development 
that occurred during the quarter in the 
“Spotlight” section of the bulletin. For Q2 
2021, we shine the spotlight on how the 
EU sustainable finance package impacts 
on Solvency II and the Insurance 
Distribution Directive.

We hope you enjoy reading this bulletin, 
which contains further details on the 
issues outlined above, and more! 

John McDonnell
Partner, FS Risk & Regulatory

Ronan Mulligan
Partner, FS Actuarial Services

#
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The main changes to the requirements for 
POG (Delegated Regulation (EU) 
2017/2359) are:

● Definitions: Definitions for the following 
terms have been added to the 
definitions previously given:

− ‘Sustainability preferences’
− ‘Sustainability factors’

● Identification of conflicts of interest: 
Article 3 has been updated to include 
damage to a customer’s sustainability 
preferences.

● Assessment of Suitability: Sustainability 
preferences must now be considered in 
assessing suitability of a product.

● Suitability Statement: The suitability 
statement must  include confirmation of 
whether a customer’s investment 
objectives are met by taking into 
account their sustainability preferences.

● Product Testing and Review: Articles 6 
and 7 have been updated to include the 
sustainability objectives of a product 
as well as the other needs of the target 
market.

● Distribution Channels and 
Arrangements: Articles 8 and 10 have 
been updated so that the 
sustainability-related objectives of 
customers must be taken into account 
when developing distribution channels 
and distribution arrangements must take 
these into account.

● Informing the Manufacturer: Article 11 
has been updated to so that, in addition 
to instances where a product is not in 
line with the interests, objectives and 
characteristics of the customers in its 
target market,manufacturers must be 
also informed if a product’s 
sustainability-related objectives are not 
in line with the target market.

Changes to the Insurance 
Distribution Directive (IDD)

On 21 April 2021 the European 
Commission published its amendments to 
the IDD. These include changes to the 
Delegated Regulations for insurance 
distribution (Delegated Regulations 
2017/2358) and product oversight and 
governance (“POG”) (Delegated 
Regulations 2017/2359) with regards to 
sustainability preferences of customers.
The main changes to the requirements for 
distribution (Delegated Regulation (EU) 
2017/2358) are:

● Product Approval Process: Article 4(3) 
(a) has been updated so that the 
design of an insurance product must 
take into account a customer’s 
sustainability-related objectives.

● Target Market: Article 5 has been 
updated to include a customers 
sustainability-related objectives when 
identifying the target market.

Spotlight   
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Changes to the Insurance 
Distribution Directive and 
Solvency II

The EU has issued a comprehensive 
package of measures to make the 
financial sector more sustainable.

These include the EU Taxonomy 
Climate Delegated Act, the Corporate 
Sustainability Reporting Directive and 
6 amending Delegated Acts and a 
new Sustainable Finance Strategy.

Contained within these amending 
Delegated Acts are amendments to 
the IDD and Solvency II.

These amendments to Solvency II 
and IDD have been adopted by the 
European Commission and are likely 
to be formally published over the 
summer, with some of the 
requirements to go live from 
as soon as October 2022.

Impact of EU sustainable measures on Solvency II and 
the Insurance Distribution Directive

Spotlight: Impact of EU 
sustainable measures

Insurance regulatory developments
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=PI_COM:C%282021%292614&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=PI_COM:C%282021%292614&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=PI_COM:C%282021%292614&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=PI_COM:C%282021%292614&from=EN
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Changes to Solvency II

On 21 April 2021 the European 
Commission published its amendments to 
Solvency II. These include changes to the 
Delegated Regulations with regards to 
managing sustainability risks.

The main changes to the Delegated 
Regulation (EU) 2015/35 are:

● Definitions: Definitions for the following 
terms have been added to the 
definitions previously given:

− ‘Sustainability risk’
− ‘Sustainability factors’ - in line with 

definition added to IDD above
− ‘Sustainability preferences’ - in line 

with definition added to IDD above

● Risk Management Areas: Article 260 
has been updated in each of the 
following manners:

− Underwriting and Reserving: External 
factors, including sustainability risks, 
must now be considered.

− Investment Risk Management: A point 
has been added to ensure 
sustainability risks related to a 
portfolio are “properly identified, 
assessed and managed”.

The new Sustainable Finance Strategy 
published on 6 July 2021 also includes 
proposed amendments to Solvency II. 
Proposed changes are:

● Risk Management Function: insurers 
will be required to conduct “climate 
change scenario” analysis for 
prudential purposes.

● Risk differentials and capital 
requirements: EIOPA will be mandated 
to:

− investigate whether a dedicated 
prudential treatment of exposures 
related to assets and activities 
associated substantially with 
environmental and/or social 
objectives would be justified by 2023.  

− assess the effectiveness of the 
current prudential regime, especially 
in terms of asset allocation and the 
resulting impact on cost of capital of 
firms operating in sectors with 
different carbon intensity.

  
Based on EIOPA’s work, the Commission 
will consider whether Solvency II 
delegated acts need to be amended. 

● Risk Management Function: Article 269 
has been updated so that sustainability 
risks must be identified and assessed 
as part of the risk management function.

● Actuarial Function: Article 272 (6) has 
been updated so that the underwriting 
opinion expressed by the actuarial 
function must now also include the 
effect of sustainability risks.

● Remuneration Policy: A paragraph has 
been added to Article 275 stating “The 
remuneration policy shall include 
information on how it takes into account 
the integration of sustainability risks in 
the risk management system.”

● Integration of Sustainability Risks in the 
Prudent Person Principle: A section 6 
has been added to Chapter IX of Title I. 
This contains a new article 275a which 
states that:

− “insurance and reinsurance 
undertakings shall take into account 
sustainability risks” when “identifying, 
measuring, monitoring, managing, 
controlling, reporting and assessing 
risks arising from investments”.

− “insurance and reinsurance 
undertakings shall take into account 
the potential long-term impact of their 
investment strategy and decisions on 
sustainability factors”.
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https://ec.europa.eu/finance/docs/level-2-measures/solvency2-delegated-act-2021-2628_en.pdf
https://ec.europa.eu/finance/docs/law/210704-communication-sustainable-finance-strategy-annex_en.pdf
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EIOPA publishes third report on 
cost and past performance of 
insurance-based investments 
products and personal pension 
products 

On 14 April EIOPA published its third 
report on costs and past performance of 
insurance-based investments products 
(IBIPs) and personal pension products 
(PPPs) in the European Union. This report 
provides an analysis of costs for 2019 and 
past performance for the period 
2015-2019. The report also presents some 
considerations on the impact of COVID-19 
on these products. For insurance-based 
investment products (IBIPs), 2019 was an 
extremely positive year for the IBIPs 
market at European level and positive net 
return across all Members States. 
Personal pension products showed similar 
trends to IBIPs. 

Insurance regulatory developments 

EIOPA consults on framework to 
address value for money risk in 
the European unit-linked market

On 13 April EIOPA launched a 
consultation in a response to EIOPA 
repeatedly highlighting concerns that, 
while unit-linked products can and often 
do offer important benefits for 
policyholders, costs for some unit-linked 
products continue to remain too high. 

Existing concerns have been heightened 
by the COVID-19 crisis. The low interest 
rate environment coupled to market 
shocks and the risk that households will 
need increased access to liquidity, 
underline how important it is that 
unit-linked products always offer value to 
consumers. In its paper EIOPA presents a 
framework setting out how to assess 
whether unit-linked (and hybrid) products 
offer value for money. The framework is a 
first step towards a broader set of tools. 
EIOPA invites feedback until 16 July 2021.
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Conduct

Those similar to unit-linked benefited from 
higher returns for higher risks; in general, 
particularly for those similar to 
profit-participation, longer holding 
periods also correlated with higher 
returns. An absence of harmonised 
reporting has continued to raise data 
challenges.

Conduct

#
#
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-cost-past-performance-report-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-cost-past-performance-report-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-cost-past-performance-report-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-cost-past-performance-report-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-cost-past-performance-report-2021.pdf
https://www.eiopa.europa.eu/content/consultation-framework-address-value-money-risk-european-unit-linked-market_en
https://www.eiopa.europa.eu/content/consultation-framework-address-value-money-risk-european-unit-linked-market_en
https://www.eiopa.europa.eu/content/consultation-framework-address-value-money-risk-european-unit-linked-market_en


PwC  |  Insurance  regulatory bulletin  |  Q2 2021

ContactsExecutive summary Spotlight: Impact of EU 
sustainable measures

Insurance regulatory developments

Conduct Supervision Prudential Sustainability Other updates

EIOPA publishes information on 
the use of limitations and 
exemptions from reporting under 
Solvency II 

On 8 April EIOPA published its annual 
report on the use of exemptions and 
limitations from the regular supervisory 
reporting by National Competent 
Authorities (NCAs) under Solvency II, 
during 2019 and Q1 2020. The report 
provides an overview of the limitations and 
exemptions  granted by NCA’s to solo 
undertakings in the Solvency II quarterly 
and annual reporting throughout 2019 and 
Q1 2020. During the period the most 
common exemption granted related to the 
use of line by line templates, with 125 solo 
undertakings being granted this 
exemption.

CBI publish Consultation Paper 
on Cross Industry Guidance on 
Operational Resilience 

On 9 April the Central Bank of Ireland 
published this Consultation Paper and draft 
sectoral guidance (CP140) on operational 
resilience. 

Supervision

EIOPA launches its IDD Single     
Rulebook 

On 8 April EIOPA launched its IDD Single 
Rulebook. The Single Rulebook is an 
online tool that further promotes the 
consistent implementation of the 
regulatory framework for insurance 
supervision. The main benefit of the Single 
Rulebook is that it enables the navigation 
across different legal acts such as the 
Directive, Delegated and Implementing 
Regulations, as well as EIOPA Guidelines 
and IDD questions and answers submitted 
via EIOPA’s dedicated Q&A process. The 
IDD Single Rulebook is the second 
Rulebook EIOPA has published. In July 
2020, EIOPA published the Solvency II 
Single Rulebook. To ensure the Single 
Rulebook meets users’ needs, EIOPA 
invites stakeholders to share their 
experience by sending comments and 
suggestions to 
rulebook@eiopa.europa.eu.

Supervision

The paper underlines the Central Bank’s 
commitment to strengthening resilience 
throughout the financial system.  The 
purpose of CP140 is to gather and 
understand the views of stakeholders 
through the financial services
industry in terms of preparing for, 
responding to, recovering from and 
adapting to an operational disruption.

CP140 focuses on three key pillars of 
operational resilience:

● Identify and Prepare;
● Respond and Adapt; and
● Recover and Learn.

In conjunction with regulatory colleagues 
in the EU, UK, Asia, Australia and the US, 
the CBI has developed 15 guidelines that 
underpin the three pillars. 

The consultation closed on 9 July 2021.

#
#
https://www.eiopa.europa.eu/sites/default/files/publications/reports/report-on-the-use-of-limitations-and-exemption-from-reporting.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/report-on-the-use-of-limitations-and-exemption-from-reporting.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/report-on-the-use-of-limitations-and-exemption-from-reporting.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/report-on-the-use-of-limitations-and-exemption-from-reporting.pdf
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp140/cp140---cross-industry-guidance-on-operational-resilience.pdf
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp140/cp140---cross-industry-guidance-on-operational-resilience.pdf
https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp140/cp140---cross-industry-guidance-on-operational-resilience.pdf
https://www.eiopa.europa.eu/idd-rulebook
https://www.eiopa.europa.eu/idd-rulebook
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Climate change risks should be assessed in 
the long term using scenario analysis to 
inform the strategic planning and business 
strategy. The Opinion follows a risk-based 
and proportionate approach, recognising 
that methodologies are still developing and 
insurers need to gain experience. EIOPA 
will start monitoring the application of this 
Opinion by the national supervisory 
authorities two years after its publication.

EIOPA consults on the reporting 
of costs and charges of IORPs 
and the risk management by 
IORPs providing defined 
contributions schemes 

On 22 April EIOPA launched two 
consultations on risk assessment by 
Institutions for Occupational Retirement 
Provisions (IORPs) providing defined 
contribution (DC) schemes and the 
supervisory reporting of costs and charges 
by IORPs.

The first was the Draft Opinion on the 
supervisory reporting of costs and charges 
of IORPs (link): This consultation sets out 
the draft Opinion on the supervisory 
reporting of costs and charges of IORPs. 
It provides a generic classification of all 
costs to be reported to national 
supervisors, including templates, 

Following the EU Ombudswoman’s 
investigation on access to the voting 
record in the case of the Packaged Retail 
Investment and Insurance Products 
(“PRIIPS”) RTS, going forward, EIOPA will 
make public the votes of its members 
concerning approval of an Implementing 
Technical Standards or Regulatory 
Technical Standards. It remains to be 
seen whether the EBA and ESMA will 
follow the same decision.  

EIOPA issues opinion on the 
supervision of the use of climate 
change risk scenarios in the 
ORSA 

On 19 April EIOPA issued an Opinion on 
the supervision of the use of climate change 
scenarios in the Own Risk and Solvency 
Assessment (ORSA) addressed to national 
supervisory authorities. Only a minority of 
insurers assess climate change risks in the 
ORSA using scenario analysis, usually 
which is limited to a short-term time horizon. 
Therefore, EIOPA considers it essential to 
foster a forward-looking management of 
these risks to ensure the long-term solvency 
and viability of the industry. In the ORSA, 
insurers should do an assessment to 
identify material climate change risk 
exposures and subject the material 
exposures to a risk assessment. 

EIOPA’s policy priorities

On 14 April the Executive Director of 
EIOPA, Fausto Parente, presented the 
priorities of EIOPA for April to June 2021, 
to the ECON Committee of the European 
Parliament. These included:

● EIOPA will prioritise the revision of the 
IDD and IORPs Directive, with a view of 
contributing to closing the pension gap 
in Europe.

● The Pan European Personal Pension 
Product (“PEPP”) will be launched next 
year on the market, and EIOPA is 
finalising its supervisory tools for this 
new product.

● On pandemic insurance, the priority is 
to work towards a shared resilience 
between public and private sectors.

● Fausto Parente welcomes the revision 
of Level I of the PRIIPs regulation, 
which was necessary to unblock a 
positive vote at the EIOPA Board of 
Supervisors on the Level II measures. 

The scope of application of the PRIIPs 
was too large and makes it difficult to 
cover different instruments (long- and 
short-term products) in one short KID. 
The Commission has launched a re-think 
in this area, notably on past performance. 

both for supervisors and to assist IORPs 
to collect cost information from investment 
managers. Principles are provided for the 
compilation of the cost information, 
notably the look-through principle, 
meaning direct investment costs as well 
as indirect costs at the level of investment 
managers.

The second consultation relates to a Draft 
Opinion on the supervision of risk 
assessment by IORPs providing DC 
schemes: (link).

Considering the ongoing shift from defined 
benefit (DB) to DC pension provision, a 
risk-sensitive supervisory approach to DC 
risk management is necessary to ensure 
that risks borne by DC IORPs and 
members and beneficiaries are 
appropriately managed and supervised. 
The draft Opinion provides guidance on 
the supervision of long-term risk 
assessment by DC IORPs, applying a 
risk-based and proportionate approach. 

EIOPA invites stakeholders to provide 
feedback on both consultation papers 
by 22 July 2021. 
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Supervision
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#
https://www.eiopa.europa.eu/sites/default/files/publications/consultations/consultation-paper-draft-opinion-cost-reporting-iorps.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/opinions/opinion-on-climate-change-risk-scenarios-in-orsa.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/opinions/opinion-on-climate-change-risk-scenarios-in-orsa.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/opinions/opinion-on-climate-change-risk-scenarios-in-orsa.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/opinions/opinion-on-climate-change-risk-scenarios-in-orsa.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/consultations/consultation-paper-draft-opinion-dc-risk-assessment-iorps.pdf
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EIOPA publishes first quarterly 
set of Occupational Pensions 
Statistics

On 15 June EIOPA published its first set of 
quarterly comprehensive statistical 
information on the European occupational 
pensions sector for the fourth quarter of 
2020. The data is based on pensions data 
regulatory reporting. The quarterly 
publication includes aggregated 
country-level information about the 
balance sheet, asset exposures and basic 
information on the features of the 
occupational pensions sector in each 
country in the EEA. The annual data 
publication will include additional statistics 
on expenses, member data, and 
contributions, benefits paid and transfers. 
Data based on annual reporting will be 
published later this year.

Report on artificial intelligence 
governance principles

On 17 June EIOPA published a report 
from its consultative expert group on 
digital ethics setting out artificial 
intelligence (AI) governance principles. 
The report builds on recent international 
and EU developments and highlights the 
proliferation of AI in insurance. 

8

● Consumer protection - work on conduct 
of business supervision, including 
defining the approach to the supervision 
of product oversight and governance

● Publication of the Opinion on the review 
of Solvency II

● Financial stability - EIOPA focused its 
effort on monitoring and mitigating the 
effects of the pandemic

● Pensions - finalising the regulation for 
the Pan-European Personal Pensions 
product, or PEPP as well as further 
work on the pensions dashboard and 
pensions tracking system

● Digital technology - the pandemic 
accelerated use of digital technology by 
consumers and businesses. EIOPA 
aims to enable the consumer to benefit 
from digital innovation, without 
detriment; and

● Sustainable finance - supporting the 
development of the EU taxonomy, and 
a range of activities in the area of 
climate change. 

Looking ahead, the role of insurers and 
pension funds in the economic recovery 
cannot be underestimated, as both 
sectors will play an important role in 
fostering green and digital transitions and 
fostering a Capital Markets Union.

EIOPA issues Guidelines on the 
supervisory reporting for the 
Pan-European Pension Product 

On 4 June EIOPA published the 
Guidelines on the supervisory reporting 
regarding the Pan-European Personal 
Pension Product (PEPP) to ensure the 
common, uniform and consistent 
application of the PEPP Regulation’s 
reporting requirements. 

The Guidelines complement the 
Delegated Regulation (EU) 2021/895 and 
the Delegated Regulation (EU) 2021/896 
and regulate the applicable reporting 
deadlines for the PEPP providers to the 
competent authorities in line with the 
relevant sectoral rules. 

The Guidelines define the requirements of 
a ‘PEPP supervisory report’, including the 
content of the narrative reporting on the 
PEPP business. They are addressed to all 
PEPP competent authorities and are 
applicable from 22 March 2022.

Benefits such as prediction accuracy, 
automation, new products and services, 
and cost reductions can be remarkable. 
However, ensuring fairness, 
non-discrimination, transparency and 
explainability can be challening.  There is 
work for firms to address these 
challenges. The report aims to help 
insurance companies when putting in 
place risk-based and proportionate 
measures and provides guidance on how 
to implement key principles in practice 
throughout the lifecycle of an AI 
application. The guidance is non-binding 
and illustrative. EIOPA will use these 
findings to identify possible supervisory 
initiatives in this area taking into account 
the ongoing developments at EU level 
related to digitalisation and AI.     

EIOPA publishes its Annual     
Report 2020

On 21 June the Annual Report sets out 
EIOPA’s activities and achievements of 
the past year. In a year dominated by 
COVID-19, EIOPA played a key role in 
insurance and pensions supervision in 
Europe. Key sections are as follows: 

Supervision

#
#
https://www.eiopa.europa.eu/tools-and-data/occupational-pensions-statistics_en
https://www.eiopa.europa.eu/tools-and-data/occupational-pensions-statistics_en
https://www.eiopa.europa.eu/tools-and-data/occupational-pensions-statistics_en
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-ai-governance-principles-june-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-ai-governance-principles-june-2021.pdf
https://www.eiopa.europa.eu/content/guidelines-pepp-supervisory-reporting_en
https://www.eiopa.europa.eu/content/guidelines-pepp-supervisory-reporting_en
https://www.eiopa.europa.eu/content/guidelines-pepp-supervisory-reporting_en
https://www.eiopa.europa.eu/content/annual-report-2020
https://www.eiopa.europa.eu/content/annual-report-2020
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The new Decision is key for achieving 
consistent supervisory practices across 
the EU. The new Decision will start 
applying from 1 July 2021 onwards.

Discussion Paper on the    
Methodological Framework for 
Stress-Testing IORPs

On 6 July EIOPA published its Discussion 
Paper on the Methodological Framework 
for Stress-Testing Institutions for 
Occupational Retirement Provision 
(IORPs) for consultation with stakeholders. 

The methodological framework for 
stress-testing IORPs sets out theoretical 
and practical rules, guidance and possible 
approaches to support future IORP stress 
test exercises. The paper introduces a 
toolbox approach, consisting of analytical 
tools and approaches that can capture the 
characteristics of both Defined Benefit and 
Defined Contribution IORPs. 

The deployment of the different tools can 
be tailored to the specific objective of the 
stress test. EIOPA invites feedback by 
22 September 2021.

9

Reinforcing supervisory 
cooperation in cross-border 
activities

On 30 June EIOPA amended the Decision 
on the collaboration of the insurance 
supervisory authorities of the Member 
States in the European Economic Area. 
The new Decision will further strengthen 
and enhance the cooperation between 
NCAs in relation to cross-border activities 
through:

● the introduction of three new 
notifications requirements for NCAs 

● notification of intention to authorise an 
undertaking with cross-border activities

● if an undertaking carrying out 
cross-border activity shows 
deteriorating financial conditions

● other emerging risks which may have 
cross-border effects for consumer 
protection

● a more active role of EIOPA in the 
information exchange to identify 
potential risks at the earliest possible 
stage and to foster proactive supervision

● clarification of the role of NCAs and 
EIOPA in setting up and running 
cooperation platforms.

Supervision

#
#
https://www.eiopa.europa.eu/content/discussion-paper-methodological-framework-stress-testing-iorps_en
https://www.eiopa.europa.eu/content/discussion-paper-methodological-framework-stress-testing-iorps_en
https://www.eiopa.europa.eu/content/discussion-paper-methodological-framework-stress-testing-iorps_en
https://www.eiopa.europa.eu/content/eiopa-continues-reinforce-supervisory-cooperation-cross-border-activities
https://www.eiopa.europa.eu/content/eiopa-continues-reinforce-supervisory-cooperation-cross-border-activities
https://www.eiopa.europa.eu/content/eiopa-continues-reinforce-supervisory-cooperation-cross-border-activities


PwC  |  Insurance  regulatory bulletin  |  Q2 2021

ContactsExecutive summary Spotlight: Impact of EU 
sustainable measures

Insurance regulatory developments

Conduct Supervision Prudential Sustainability Other updates

10

Prudential

Insurers’ profitability, measured by the 
return on assets and the return on excess 
of assets over liabilities improved due to 
positive market performance. Despite this 
improvement the insurers’ profitability 
remained lower compared to pre-COVID 
levels. 

Insurance risks remain at medium level in 
spite of the deterioration of some 
indicators. The catastrophe loss ratio 
significantly increased and year-on-year 
premium growth for non-life continued 
deteriorating. 

On the other hand, year-on-year premium 
growth for life reported a slight recovery 
after the deterioration in the previous 
quarters. Market perceptions remain at 
medium level with an increasing trend. 
The insurance sector, both life and 
non-life, underperformed the stock market 
in the first quarter of 2021.

Risk Dashboard: European 
insurers’ risk levels remain 
broadly stable 

On 6 May EIOPA published its Risk 
Dashboard based on the fourth quarter of 
2020 Solvency II data. The results show 
that insurers’ exposures to macro risks 
remain at high level while all other risk 
categories remain at medium level. The 
European supervisors expect an increase 
in credit risk over the next 12 months, 
reflecting concerns over corporate 
indebtedness. 

With regards to macro risk, Gross 
Domestic Product growth and inflation 
forecasts registered new upward revision. 
The long-term yields have increased 
across currencies in the first quarter of 
2021. Financial markets remain broadly 
stable, amid an increase in bond volatility 
and concern over commercial real estate 
investments.

Solvency positions for life business 
showed an improvement, while non-life 
business slightly deteriorated. 

EIOPA Consults on Interbank 
Offered Rates 

On 30 April EIOPA launched a 
consultation on Interbank Offered Rates 
(IBOR) transitions. The consultation 
considers adjustments to EIOPA’s risk-free 
rate (RFR) methodology and production, 
in light of the EU Benchmark Regulation 
(EU BMR). 

EIOPA seeks to adopt a common 
approach, for all currencies on the 
transition to the new rates in order to 
continue producing consistent RFR term 
structures. 

The proposed approach takes into 
consideration recent market developments 
and responses received to the discussion 
paper published in January 2020. 
Stakeholders are invited to provide EIOPA 
with their comments by Friday, 23 July 
2021.

Central Bank of Ireland publish 
regulations on recovery and 
resolution planning for insurers 
and reinsurers

On 27 April the Central Bank of Ireland 
published its Recovery & Resolution 
Regulations for insurers and reinsurers. 
The regulations are closely aligned to the 
draft regulations that were issued with  the 
Central Bank’s Consultation Paper 
(CP131) in 2020. 

The regulations require firms to produce 
recovery plans which incorporate 
Recovery Indicators (RI), Recovery 
Scenarios (RS) and Recovery Options 
(RO). (Re)Insurance Undertakings will 
need to develop and monitor a suite of 
KRIs, to consider stress scenarios and to 
perform the various activities associated 
with managing capital, liquidity and other 
risk sources.

Recovery plans must be in place by 
31 March 2022 or where newly 
authorised, within 12 months of the date of 
authorisation . PwC analysis on what the 
regulations will mean for insurers and 
reinsurers can be found here.   

Prudential

#
#
https://www.eiopa.europa.eu/tools-and-data/risk-dashboard
https://www.eiopa.europa.eu/tools-and-data/risk-dashboard
https://www.eiopa.europa.eu/tools-and-data/risk-dashboard
https://www.eiopa.europa.eu/content/consultation-proposal-ibor-transitions_en
https://www.eiopa.europa.eu/content/consultation-proposal-ibor-transitions_en
https://www.centralbank.ie/news-media/press-releases/regulations-requiring-recovery-plans-for-(re)insurers-published-27-April-2021
https://www.centralbank.ie/news-media/press-releases/regulations-requiring-recovery-plans-for-(re)insurers-published-27-April-2021
https://www.centralbank.ie/news-media/press-releases/regulations-requiring-recovery-plans-for-(re)insurers-published-27-April-2021
https://www.centralbank.ie/news-media/press-releases/regulations-requiring-recovery-plans-for-(re)insurers-published-27-April-2021
https://www.pwc.ie/industries/insurance/insights/cbi-regulations-on-recovery-resolution.html
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The 2021 exercise includes 44 European 
(re)insurance undertakings, covering 75% 
of the total EEA assets subject to 
supervision under the Solvency II regime. 

EIOPA is carrying out a Q&A process to 
provide further clarifications to 
participants. The stress test results are 
planned to be published in December 
2021. 

EIOPA publishes its latest 
Financial Stability Report 

In its 6 July report, EIOPA addresses key 
financial stability risks in the European 
insurance and pension sector. EIOPA 
emphasizes that the pandemic crisis is still 
not over and many uncertainties remain. 

While the EU economy is still subject to 
high risks, some lessons learnt have 
already been reflected in the Solvency II 
review. 

The ongoing crisis also highlighted the 
critical importance of coordinated 
approaches among NCAs. EIOPA will 
keep its focus on new emerging risks such 
as cyber and climate risk. 
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The Financial Stability Report also 
includes two thematic articles:

● the impact of EU-wide insurance stress 
tests on equity prices and systemic risk

● the risks of climate change for the real 
economy and the potential mitigating 
role of insurance. 

EIOPA launches its 2021 
insurance stress test 

On 7 May EIOPA launched its 2021 
insurance stress test for the European 
insurance market. The 2021 stress test 
focuses on a prolonged COVID-19 
scenario - in a “lower for longer” interest 
rate environment. The scenario, developed 
in cooperation with the European Systemic 
Risk board (ESRB), will assess the impact 
of economic consequences of the 
COVID-19 pandemic, which affect 
confidence worldwide and prolong the 
economic contraction. 

The stress test will evaluate both the impact 
on the capital and the liquidity position of 
the undertakings in scope. The objectives 
of the 2021 stress test are: 

● To assess the resilience of participants 
to adverse scenarios (severe but 
plausible shocks). 

● Consider possible recommendations to 
the industry and potential remedial 
actions for supervisors.

● To estimate potential spill-over 
triggered by widespread reactions to 
prescribed shocks.

Prudential

#
#
https://www.eiopa.europa.eu/sites/default/files/publications/reports/financial-stabiliy-report-july-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/reports/financial-stabiliy-report-july-2021.pdf
https://www.eiopa.europa.eu/insurance-stress-test-2021_en
https://www.eiopa.europa.eu/insurance-stress-test-2021_en
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Strategy for financing the 
transition to a sustainable 
economy

On 6 July the European Commission 
adopted a package of measures to help 
improve the flow of money towards 
financing the transition to a sustainable 
economy. By enabling investors to 
re-orient investments towards more 
sustainable technologies and businesses, 
these measures will be instrumental in 
reaching EU climate and environmental 
targets. They will make the EU a global 
leader in setting standards for sustainable 
finance. 

It builds on the consultation of 2020. The 
new sustainable finance strategy aims to 
support the financing of the transition to a 
sustainable economy by proposing action 
in four number of areas: 

● transition finance 
● inclusiveness
● resilience and contribution of the 

financial system; and 
● global ambition.

The changes to the requirements set out 
in the IDD include updates to 
requirements including, but not limited to:

● Ensuring the customers sustainability 
objectives are considered when 
designing products;

● Ensuring customers sustainability 
related objectives are considered when 
identifying a target market; and 

● Considering customers sustainability 
objectives when selecting distribution 
channels and arrangements for products.

For Solvency II, the changes include, but 
are not limited to:

● Definitions for terms such as 
“sustainability risk”, “sustainability 
factors” and sustainability preferences” 
have been provided; and 

● The roles and responsibilities of the 
Risk and Actuarial functions have been 
enhanced to include sustainability 
considerations.

For a full breakdown on the amendments 
and their impact please refer to the 
Spotlight section of this bulletin on page 3 
and 4.

Sustainable Finance and EU 
Taxonomy: Commission takes 
further steps to channel money 
towards sustainable activities 

On 21 April, The European Commission 
has adopted a package of measures to 
help improve the flow of money towards 
sustainable activities across the European 
Union. The aim is to make the EU a global 
leader in setting standards for sustainable 
finance. The package is comprised of:

● The EU Taxonomy Climate Delegated 
Act. A Communication sets out the 
Commission's approach in more detail.

● A proposal for a Corporate 
Sustainability Reporting Directive 
(CSRD) to make sustainability reporting 
by companies more consistent.

● Six amending Delegated Acts on 
fiduciary duties, investment and 
insurance advice. 

Contained within these amending 
Delegated Acts noted above are 
amendments to the Insurance Distribution 
Directive (“IDD”) and Solvency II.
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Proposal for a standard for 
European green bonds

On 6 July the European Commission put 
forward a proposal for the European 
Green Bond Standard (EUGBS). This is a 
voluntary standard to help scale up and 
raise the environmental ambitions of the 
green bond market. Once it is adopted by 
co-legislators, this proposed Regulation 
will set a gold standard for how companies 
and public authorities can use green 
bonds to raise funds on capital markets. 
The new EUGBS will be open to any 
issuer of green bonds, including issuers 
located outside of the EU. There are four 
key requirements under the proposed 
framework:
 
● Taxonomy-alignment: aligned with the 

EU taxonomy;
● Transparency: through detailed 

reporting requirements; 
● External review: checked by an 

external reviewer to ensure compliance 
with taxonomy alignment of funded 
projects; and

● Supervision by ESMA of reviewers: 
External reviewers must be supervised 
by ESMA.

Sustainability

Sustainability 

#
#
https://ec.europa.eu/info/publications/210706-sustainable-finance-strategy_en
https://ec.europa.eu/info/publications/210706-sustainable-finance-strategy_en
https://ec.europa.eu/info/publications/210706-sustainable-finance-strategy_en
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_1804
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_1804
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_1804
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_1804
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/european-green-bond-standard_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/european-green-bond-standard_en
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Delegated act supplementing 
Article of the Taxonomy 
regulation 

On 6 July the European Commission 
adopted the delegated act supplementing 
Article 8 of the Taxonomy Regulation for 
scrutiny by co-legislators. This delegated 
act specifies the content, methodology 
and presentation of information to be 
disclosed by financial and non-financial 
undertakings concerning the proportion of 
environmentally sustainable economic 
activities in their business, investments or 
lending activities.

EIOPA issues three publications 
related to sustainable finance 

On 8 July EIOPA issued three publications 
as part of its activities on sustainable 
finance. The work encourages insurers to 
play their role in enabling climate change 
mitigation and adaption. EIOPA’s 
deliverables support the EU Commission’s 
new Sustainable Finance Strategy. 

1. Pilot dashboard for the natural
catastrophe protection gap (link)
- which brings together data on
economic and insured losses,
vulnerabilities and exposure, as well
as insurance coverage across the EU
Member States.

2. Methodological paper for integrating
climate change in the underwriting risk
capital charge of the Solvency II
standard formula (link) - which
supports recalibrating parameters for
the natural catastrophe risk module of
the Solvency II standard formula.

3. Report on non-life underwriting and
pricing in light of climate change (link)
- which investigates climate adaptation
and mitigation through risk-based
pricing, contractual terms, and
underwriting strategies which
(re)insurers should consider.

As the next step, EIOPA will focus on 
exploring a risk-based prudential 
treatment of insurance products related to 
climate change adaptation and investigate 
the integration of adaptation and mitigation 
requirements in product oversight and 
governance requirements. EIOPA will also 
consider investigating the potential for 
long-term non-life contracts, considering 
the need to develop innovative solutions.
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Sustainability 

#
#
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2021-4987_en.pdf
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2021-4987_en.pdf
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2021-4987_en.pdf
https://www.eiopa.europa.eu/content/pilot-dashboard-insurance-protection-gap-natural-catastrophes_en
https://www.eiopa.europa.eu/content/methodological-paper-potential-inclusion-of-climate-change-nat-cat-standard-formula
https://www.eiopa.europa.eu/content/report-non-life-underwriting-and-pricing-light-of-climate-change_en
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Petra Heilkema appointed Chair 
of EIOPA

On 27 May the European council adopted 
a decision to appoint Petra Hielkema as 
the chairperson of EIOPA. 

The Council adopted this decision based 
on the shortlist of candidates for the 
position of chairperson drawn up by 
EIOPA’s board of supervisors and 
following confirmation by the European 
Parliament. 

Ms Hielkema will take over this role from 
1 September 2021 for a period of five 
years. Petra Hielkema is currently Director 
for Insurance Supervision at the Dutch 
Central Bank, where she is responsible for 
the prudential supervision of the Dutch 
Insurance sector.

EIOPA invites comments on a 
discussion paper on blockchain 
and smart contracts in insurance 

EIOPA published a discussion paper on 
blockchain and smart contracts in 
insurance. On one hand, blockchain has 
the potential to deliver key digital 
opportunities, reduce duplication of 
processes, increase process automation 
and efficiency, enhance customer 
experiences, and improve data quality. 

On the other hand, the adoption of 
blockchain may also trigger new risks to 
insurers, supervisors, and consumers. 

As blockchain technology is still evolving, 
several challenges are emerging, such as 
the complexity of the technology, energy 
consumption, data protection and privacy, 
cyber risk, integration with legacy 
infrastructures, or interoperability and 
standardisation between different 
blockchains. EIOPA invites stakeholders
to provide their views by 29 July. 
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Commission welcomes 
Parliament and Council 
agreement to update the Motor 
Insurance Directive   

On 22 June the European Commission 
welcomed an agreement between the 
European Parliament and Council to 
update the 2009 Motor Insurance 
Directive. 

This Directive ensures that vehicles can 
freely circulate in the European Union 
while using the same compulsory 
insurance. It means that when accidents 
occur, injured parties are protected 
through effective arrangements for 
compensation.

    

  

Other updates

Other updates
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https://www.consilium.europa.eu/en/press/press-releases/2021/05/27/petra-hielkema-appointed-chair-of-eiopa/
https://www.consilium.europa.eu/en/press/press-releases/2021/05/27/petra-hielkema-appointed-chair-of-eiopa/
https://www.eiopa.europa.eu/sites/default/files/publications/consultations/eiopa-discussion-paper-on-blockchain-29-04-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/consultations/eiopa-discussion-paper-on-blockchain-29-04-2021.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/consultations/eiopa-discussion-paper-on-blockchain-29-04-2021.pdf
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_3097
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_3097
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_3097
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_3097
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