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« Solvency Il Compliance cost (4 $100 million, Lloyd’s).
« Transition period A% E8 (Munich Re).

- EElE Y 2.

. MANAY
. 7|Zo| oA E (@2 RBC)S| S84 U 0|0] B3 7K

» Lindberg and Seifert (2015) Risk Management in the insurance industry:

Comparison of Solvency Il and RBC
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= Different from the actual desirable capital level determined by sophisticated

risk-based capital methodology
= Limitation in facilitating risk-based decisions
= Undercapitalization can leads to firm failure.

= Overcapitalization can result in decreased competitiveness.
» Adopt and use economic capital that can facilitate risk-based business

decisions

= Amelia Ho (2012) Weaknesses in Regulatory Capital Models and Their

Implication
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c| A3 7 g4t (Aggregation O|7F)

Correlation factors for ICS standard method

Non-life Catastrophe Life Health Market Credit
Non-life 100% 25% 0% 0% 25% 25%
Catastrophe 25% 100% 25% 25% 25% 25%
Life 0% 25% 100% 25% 25% 25%
Health 0% 25% 25% 100% 25% 25%
Market 25% 25% 25% 25% 100% 25%
Credit 25% 25% 25% 25% 25% 100%

v Actuarial Association of Europe (EU) : There are several inconsistencies in the suggested factors.
v IFA (UK) : Market risk should have a 0% factor with non-life and cat risk, but 50% with life risk.

v" EIOPA, Ageas (Belgium): Correlation factor between non-life and credit should be set at 0.5, given lines of
business such as marine, aviation.

v' Allianz (Germany) : Life risks are not correlated to market or credit risks.

v'AIA (Hong Kong) : Correlation factor between life/health risk and market risk looks too high.

American Council of Life Insurers (US) : Life risks and market risks should be O correlation .

SungKyunKwan University
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A28 et daEdu e =3}

HAASMHEQ RBC Meo| HtH S gk HE 7HM (K-ICS) 822 EZALS| 2|Aa3

- ANe0EMEol Zte EHAS oiitels HaS =0

1

— I

. A3 BTF A R EEE2|20| Y, AHEF| B, BAf 4F Mol #Y
o) Mo FY 2 5 BHIALS] FY M 7502 HEHE| HM He

— &1 Pennacchi, G. G. The effect of setting deposit insurance premium to

target insurance fund reserves.
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