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Distortion of Competition in the European Insurance
Market through National Solvency Regulations

Frank Andreas Schittenhelm and Hans-Joachim Zwiesler
Germany

The harmonization of the life insurance business has brought about a multitude of
changes in Europe. Nonetheless, despite all concordances, consequential differences
still exist in many areas which can put a country’s insurance companies at a distinct
disadvantage.

We wish to present this for Germany by way of a specific product example, i.e. a single-
premium annuity with no bonus. We will show that German life insurance companies
suffer a clear competitive disadvantage due to national supervisory regulations - as
compared to Great Britain, for example. The main cause for this are Germany’s
regulations regarding valuation reserves, which mandate the creation of additional
reserves for such products.

In this paper we will consider as an example the following aspects of the single-
premium annuity: asset-liability management in view of supervisory requirements
necessitating the creation of additional reserves, profitability, and competitive
disadvantages for German companies because of the higher costs for the additional
reserves.
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