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Introduction to Capital Optimisation



Capital Optimisation

SCR cover ratio  =  
Own Funds

SCR



Reinsurance capital optimisation



1. Offset clause



1. Offset clause

SCR cover ratio  =  
Own Funds

SCR



2. Pay-as-paid clauses

SCR cover ratio  =  
Own Funds

SCR



3. Collateral for non-equivalent reinsurers

SCR cover ratio  =  
Own Funds

SCR



4. Stop loss

SCR cover ratio  =  
Own Funds

SCR



FSI 4.3, paragraph 4.8 footnote

4. Stop loss

GN to FSI 4.3 Section C, paragraph 10



BAU loss 

ratio of 

50%

1-in-200 

year loss 

ratio of 

100%

No recovery on the NLUR

Insurer can make recoveries

4. Stop loss



4. Economic capital versus regulatory capital

SCR cover ratio  =  
Own Funds

SCR



5. Pseudo Excess-Of-Loss

SCR cover ratio  =  
Own Funds

SCR



6. Internal partial rating model

SCR cover ratio  =  
Own Funds

SCR



6. Internal partial rating model
FSI 4.1 paragraph 10.8



6. Internal partial rating model
FSI 4.1 paragraph 10.9



6. Internal partial rating model

SCR cover ratio  =  
Own Funds

SCR



7. Other options

01

02

03

Allow for profit commissions within the technical 
provisions as per paragraph 6.18 of FSI 2.2

Move from Catastrophe risk charge Method 2 to 
Method 1

Profit Commissions

Catastrophe Risk

Any other options?



Key 1: Offset clauses

Questions?
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