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Robustness Reflected In Outlooks

Source: S&P Global Ratings as of June 29, 2022. 

Ratings With Strong Positions
EMEA insurers have so far proved resilient against the geopolitical turmoil caused by the 
Russia/Ukraine war--and the resulting uncertainty around energy supply--and China-
based supply chain issues affecting manufacturing.

These have impacted European countries’ GDP, consumer price indices, and long-term 
rates.

Insurers' capital surplus protects against investment market volatility, currently at an 
average 9% redundancy on the 'AA' level, which may erode during 2022.
Rising inflation and long-term interest rates and depressed capital markets are affecting 
insurers in the following ways:

– Non-life insurers see a short-term rise in claims costs and increased premium rates. 
We do not expect margins to erode materially or competition to increase.

– Insurers, mainly life, are losing unrealized gains, but benefit from rising reinvestment 
rates. 

– Of the EMEA insurers that we rate, 90% have a stable outlook; the robustness of 
rated insurers in EMEA will be tested in the coming months.

24.9%

66.0%

6.0%

3.0% 0.3%

AA A BBB BB CCC

BBB

3.4%

90.0%

5.8% 0.4%
0.4%

Positive Stable

Negative CreditWatch Positiv

CreditWatch Negative

A

Stable Negative



                      

Goodbye Lower For Longer Selected Indices Year-To-Date Snapshot

EMEA Insurance In 2022 | Rising Rates And Falling Capital Markets
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F--Forecast. Source: S&P Global Ratings, Credit Conditions Europe Q3 2022: Affliction Point, June 28, 
2022.
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– The COVID-19 pandemic created the perfect storm 
to stress test EMEA insurers in 2020. 

– It resulted in significant capital surplus erosion, 
which has been almost fully recovered, to €73.7 
billion.

– The fallout might be similar in 2022--European 
insurers have been hit by the drop in equity and 
bond markets overall as:

– The capital requirement for asset risks reduced;

– Capital recognition of unrealized gains 
diminished;

– Recognition of discounting undiscounted non-life 
reserves increased with rising rates;

– Life-embedded value recognition rose, reflected in 
our view of capital, however we do not consider 
fluctuations in life bonds; and

– Private equity and private debt, and other less 
liquid assets, have become a source of default 
risk. 

Source: S&P Global Ratings.

Capital Surplus A Rating Positive For The EMEA Insurance Sector
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– The capital requirement for asset risks 
reduced;

– Capital recognition of unrealized gains 
diminished;

– Recognition of discounting undiscounted 
non-life reserves increased with rising 
rates;

– Life-embedded value recognition rose, 
reflected in our view of capital, however 
we do not consider fluctuations in life 
bonds; and

– Private equity and private debt, and other 
less liquid assets, have become a source 
of default risk. 
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– Heightened inflation will affect non-life 
insurers' profits and losses in the short term.

– Inflation is pushing up rates and we do not 
expect material margin erosion or 
competition to pick up.

– Rising reinvestment rates should cushion 
heightened capital market risks.

– Geopolitical risks depress GDP growth, and 
subsequently gross written premiums. 

– Given our base-case assumption that 
inflation will normalize over 2024, we do not 
forecast a risk to long-tail lines‘ reserve 
adequacy.

P/C--Property / casualty. F--Forecast. A--Actual. E--Estimate. CPI--Consumer Price Index. Source: S&P Global Ratings.

Despite Rising Reinvestment Rates Positive Technical Margins Persist
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– Rising interest rates support reinvestment 
volumes, potentially benefiting EMEA life 
insurers’ long-term investment margins.

– However, life insurers that invested 
materially in less liquid assets--private 
equity and private debt--in search for yield, 
might see default rates increase. 

– Higher interest rates may depress renewals, 
as bank deposits could offer higher returns 
than life savings; inflation could make it 
difficult for some life policyholders to 
continue paying recurring premiums.

– While Solvency II and our view of capital 
might appear to benefit insurers initially, 
capital market downside risks and rising 
investment default rates are real threats.

F--Forecast. A--Actual. E--Estimate. Source: S&P Global Ratings.

Rising Interest Rates Will Not Automatically Boost Profitability
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Source: S&P Global Ratings. * Risk levels may be classified as very low, moderate, elevated, high, or very high. They are evaluated by considering both the likelihood and systemic impact of such an event occurring over the 
next one to two years. Typically, these risks are not factored into our base case rating assumptions unless the risk level is very high. ** Risk trend reflects our current view about whether the risk level could increase or 
decrease over the next 12 months. 

Further commodity supply shocks and persistent inflation extend pricing pressures, weakening earnings.

A growing geopolitical schism as the world order fractures.

Dislocation in funding markets as the ECB and other central banks accelerate monetary policy tightening to 
tackle high inflation.

ECB monetary policy tightening reawakens fears of fragmentation in the eurozone.

Security of energy supply eclipses the energy transition in the short term.

Mounting cyber attack risks from geopolitical tensions and increasing digitalization.
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Risk factor Descriptor Risk Level Risk Trend

Asset risk Equity and bond market drops impact insurers’ balance sheets and investment 
returns. A pickup in defaults in private equity and private debt may take its toll.

Insurance claims 
Inflation leads to higher insurance claims, mainly affecting emerging markets. 
Natural catastrophe claims, Russia/Ukraine linked speciality lines claims, and 
COVID-19-related claims burden EMEA based re/insurers. 

Insurance top line Geopolitical risk impacts GDP, and subsequently insurers’ top lines in some 
segments.

Financing conditions
Rising interest rates and higher capital market volatility have increased the cost 
of refinancing.

Hybrid ratings Volatility in regulatory solvency ratios could heighten deferral risk.

Climate transition Delay in the transition to carbon-neutral energy supply due to the immediate 
need for energy.

Cyber risk Pickup in cyber attacks to challenge insurers’ firewalls, and their cyber insurance 
exposure.
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– Material updates to regulation and accounting will affect 
insurers, but we do not expect many of these to have a 
rating impact.

– In our view, the European Economic Area Solvency II 
Update is unlikely to affect ratings; albeit the U.K. 
Solvency II amendment might lead to a release of 10%-
15% of risk capital for U.K. life insurers.

– The European Commission proposal for the Insurance 
Recovery and Resolution Directive (IRRD) is not expected 
to affect insurer hybrid debt ratings.

– The U.K. proposal for IRRD amendments may slightly 
impact a few issue-level ratings.

– International Association of Insurance Supervisors’ field 
testing for Insurance Capital Standard for Internationally 
Active Insurance Groups is in its five-year confidential 
reporting phase--tighter capital constraints not 
expected.

– International Financial Reporting Standard (IFRS) 17 to 
supersede IFRS4 will be a major change to insurance 
reporting--no impact on insurer ratings expected.

EEA Solvency II Update, UK Solvency II Update, EC IRRD Proposal, UK IRRD 
Amendments, IAIS ICS For IAIGs, IFRS 17
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