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And finally, what about the size of this reporting 
burden? Well, the most efficient report out of the  
69 companies we have looked at came in at only 
35 pages, whilst at the other end of the scale the  
longest was 137 pages.

Most reports fell into a range between 60 and 80  
pages. The largest section was section B (System of 
Governance) with an average of 20 pages while the 
shortest one was section A (Business and  
Performance) with an average length of 7 pages.

Fig 4: Average solvency ratio by sector

However, with both S&P and Fitch’s 
capital models being publicly available 
and AM Best striving to become more 
transparent, reflected in the recent 
overhaul of both its insurance 
methodology and capital model, it has 
become easier for insurers to look into 
the ‘black box’ of ratings and better 
understand and thus better control and 
manage their ratings, including 
required capital.

It is also interesting to note that there is 
a clear difference between the average 
solvency ratios for internal model firms 
and Standard Formula firms, with 
Standard Formula firms holding 
considerably more capital on average. 
We believe that this is partly because of 
internal model firms having had 
pre-existing economic capital models in 
most cases and therefore have better 
optimised their capital requirements.
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Also, there is also a much greater range 
of solvency ratios among the Standard 
Formula firms compared to the internal 
model firms. Whilst this reflects the 
larger number of Standard Formula 
firms, it also reflects the more generic 
nature of the Standard Formula and the 
fact that it tends to be prone to increased 
volatility which leads to insurers 
wanting to maintain higher buffers.
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