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What is insurer

solvency?




Insurer solvency is the
ability of an insurer to

¢ fulfill its contractual
obligations and to pay off

financial debts.

No worries!

? Q ‘The next slide wzll
. clear thingsup!
____________________________________________
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How the Solvency Piggy Works ﬂ
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v  Why is solvency
vitally important?
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main goals

Strengthening the solvency

Policyholders
of insurance companies has protection
been the most essential and
“most important

core principle of Taiwan’s

insurance regulation!!

Because...
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In line with int'l system,

reflects risks reasonably J t
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Standards Board (IASB) Insurance Supervisors (IAIS)
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The Solvency Piggy is worried about.... @

Companies with bloating asset

-»| Complicated risks

/ Here comes:,

Financial markets driven by uncertainty.
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 IT'S TIME
'TO CHANGE







The Top 3 elements of reform

Valuation
N 7 methods

;é«; Qualifying
’7*  capital
resources

"b"(

-@®- Capital

A

74 ®
requirements

N ew regime

Market-Adjusted
valuation

Assets and liabilities
are measured
at Fair value

Tiering Approach

Capital is classified into
Tier 1 and Tier 2 based on
quality considerations.

Stress approach

1.Scenario-based
measurement of changes in
net assets (or liabilities).
2.Broader risks include
catastrophe, etc.

Current regime

Mixed evaluation

approach

1.Equity : At average prices 0ve1N
the past 6 months

2.Bond : At amortized cost
3.Reserves : Adopt an expected

fixed interest rate

No-tier approach

Capital is equal to
recognized own funds
plus adjustments.

Factor-based approach

Factors are applied to
specific exposures.



The Top 3 measures for strength training
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\G{ Amended :
@ ) h h 1. Add net worth ratio as one of the prescribed solvency ratios
lslt'rilngt 2t I B 2. Specific capital elements limited to 50°0 of overall capital resources
1ghest .ctlula ity Continued Discussion :
i capita Adopt Tier 1 and Tier 2 capital measurement, making reference to
i international tiering approaches
Amended :

Investments in subordinated bonds issued by domestic insurers and holding
companies shall be deducted from capital resources if total investment amount
exceeds 10% of investor’s net worth

Continued Discussion
Consider catastrophe risk, making reference to the Insurance Capital Standard (ICS)

Reflect
overall risks

Major
aspects

Insurance companies will conduct several rounds of field testing, using basic
and multiple scenarios more consistent with conditions in our insurance
industry, to assess which factors have the most significant impact

Proposals to IAIS :
Cite specific data in preparing proposals for localization that will
reflect the characteristics of insurers in our country.

s Continuous

o I field testing

/ Added Scenarios :
t._ [ | -~
N =_________. . . New Generation Insurance
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3 phases for adoption of the New Regime

Phase 1

On-site field testing phase :

MConduct on-site field testing

MIComplete related research
projects

MDraft localized supervisory rules

109

110

Align with international
standards step by step

Parallel testing phase :

MConduct three-year parallel run
MDraft transitional measures
MDraft localized supervisory rules
MAmend supervisory legislation

Properly localized " - ---
supervisory rules

Phase 3

Preparatory
phase

Implementation







\ \\\\ We could see it as an index for how safe

our homes are during typhoons and

Let's see, What \ﬁ earthquakes.
' Would be a good
. metaphorto .
illustrate what.. B
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One night, Typhoon Catrina tore through an island...
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Collect premiums : .
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from policyholders
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