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DRAFT COMMISSION DOCUMENT ON 
THE SYMMETRIC ADJUSTMENT MECHANISM FOR THE EQUITY RISK SUB-MODULE UNDER THE SOLVENCY II DIRECTIVE 2009/138/EC
Important note: This document is a working document of the Commission services for discussion. 

It does not purport to represent or pre-judge the formal proposals of the Commission
Having regard to the Treaty (…),

Having regard to the Directive 2009/138/EC (…), and in particular Article 111 thereof,

Whereas:

(1) The time period for the symmetric adjustment mechanism to the equity risk sub-module should strike a balance between maintaining risk-sensitivity of the sub-module and reflecting the objectives of the symmetric adjustment.
TITLE S
INSURANCE AND REINSURANCE UNDERTAKINGS
CHAPTER SF
STANDARD FORMULA
SECTION X
MARKET RISK MODULE 
SUBSECTION Y
Equity risk sub-module

Article SA
(Art. 106 of Directive 2009/138/EC)

Symmetric adjustment to the equity capital charge
1. The equity index referred to in Article 106 of Directive 2009/138/EC shall be the MSCI World index as provided by MSCI Inc. provided that index continues to meet the requirements set out in paragraph 2.

2. The equity index shall comply with the following requirements:

(a) the equity index measures the market price of a diversified portfolio of equities which is representative of the nature of equities held by insurance and reinsurance undertakings;
(b) the level of the equity index is publicly available; 

(c) the frequency of published levels of the equity index is sufficient to enable the current level of the index and its average value over the last 12 months to be determined.
3. Subject to paragraph 5 the symmetric adjustment shall be equal to the following:
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where SA denotes the symmetric adjustment, CI denotes the current level of the equity index and AI denotes the weighted average of the daily levels of the equity index over the last 12 months. 
4. For the purpose of calculating the weighted average of the daily levels of the equity index, the weights for all daily levels shall be equal. The days during the last 12 months where the index was not determined shall not be included in the average.  

5. The symmetric adjustment shall not be lower than -10 % or higher than 10 %.
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