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Agenda 

●  Market Update German Secondary Market 
●  German Insurer Financial & Revenue Strenghts under Solvency II 
●  Challenges for the primary insurance industry 
●  Development of the German Secondary Market 
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Market Update German Secondary Markets 

●  Significant increase of purchase volume in 2016  
 
 
 
 
 
 

 
●  “Purchase barometer” on high – policy supply remains an issue 
 

Major Challenges for the German Secondary Market; BVZL ELSA International Life Settlement Conference, London  3 

500 

100 
160 

200 200 200 
150 175 

275 

0 

100 

200 

300 

400 

500 

600 

2008 2009 2010 2011 2012 2013 2014 2015 2016 



Market Update German Secondary Markets 

●  Due to the scarcity of policies, currently high purchase prices 
●  Investors demand portfolios / sale of single policies for investments still successful 
●  Transparency Initiative together with Consumer Protection Agencies and Insurer 

Association was a huge success but still a long way to go 
●  Press coverage and interest from journalists still high due to consumer relevance 
●  Pseudo Secondary Markets still an issue but public is more aware of doubtful business 

models 
–  The Betrayers 
–  The Re-Investors 
–  The Fee beggars 
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Challenges for the primary insurance industry 
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●  We expect much media attention around transitionals impact 
●  Weakest insurers will probably struggle to attract new inflows 
●  Conversely, strongest insurers should benefit 

Source: Moody‘s 



German Insurer Financial & Revenue Strenghts under 
Solvency II 

Source: Versicherungsjournal 
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Solvency capital ratios without transitionals and vola adjustments 

●  Required Solvency Ratios without transitional vary significantly 
●  Some insurer are not sufficiently capitalized 
●  Average SCR Ratio 2015 = 283%/ 2016 = 344% 



German Insurer Financial & Revenue Strenghts under 
Solvency II – Comparison within Europe   
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Challenges for the primary insurance industry 
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Very low Risk to 
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Markets in which 
investment returns are 
already below or close to 
the guaranteed rate and the 
duration gap is high 
 
The profits of many insurers 
will deteriorate, and the 
capital of some will 
deteriorate if interest rates 
remain low for the next five 
years 
 
 

Markets in which 
investment returns are 
already below or close to 
the guaranteed rate but the 
duration gap is low 
 
The profits of many insurers 
will deteriorate, and the 
capital of some could 
progressively deteriorate if 
interest rates remained low 
over  the next five years 
 
 

Markets in which insurers 
are well matched or are 
readily able to lower 
credited rates 
 
 
The profits of many insurers 
will progressively 
deteriorate if interest rates 
remain low for the next five 
years, but the risk of losses 
is limited 
 
 

Markets in which 
guaranteed products have 
specific features (i.e. to 
claw back bonuses, 
guaranteed rates are linked 
to asset performance) or in 
which growth is such that 
new business rapidly dilutes 
insurers’ legacy books. 
 
The profits of insurers will 
deteriorate slightly if interest 
rates remain low over the 
next five years. 
 
 

Markets in which the weight 
of guaranteed products is 
low and guarantees are low. 
 
The profits of insurers will 
hardly deteriorate if interest 
rates remain low over the 
next five years. 
 
 

Source: Moody’s (premium  volume in USD bn)  
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Challenges for the primary insurance industry 
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●  BAFIN is alerted but not worried – has forced insurers with insufficient 
capitalization to take measures i.e. increase capital or sell parts of the 
business 

●  Requirements to build up additional reserves for Guarantees (so called “ZZR”) 
might be eased – discussion with the government are going on 

●  Insurer strengthen capitalization by issuing hybrid debt/capital at comparable 
low spreads 

●  Insurer aim to diversify their product offers in order to keep market share and 
meet capital requirements 

-  Reduce percentage of standard guarantee products 
-  Increase percentage of unit-linked/fund-based products 
-  Offer hybrid solutions – unit-linked funds allow higher yields – built-in  

guarantees limit the risk 
-  Run off existing high guarantee business 

New run-off platforms are hugely successful in Germany 
 
 

 



Challenges for the primary insurance industry 
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●  Insurer aim to increase asset returns by starting to invest in higher yielding 

investments 
●  Results European CEO Survey 2017: 

-  62% of institutional investors name low interest rates as biggest sorow 
(comparably low 27% for a potential market crash & only 12% name the 
slowdown of China and 5% instability in the Middle East) 

-  35% of investors strongly agree they are looking for higher yielding assets 
e.g. infrastructure (38% agree – totals 73% agreeing!) 

-  37% want to increase private debt/loan products  
-  39% plan to decrease listed equities & listed private equity 
-  15% want to increase real estate investments  
-  15% want to increase private equity investments  

 
 

Source: European CIO Survey 2017 
Investor IntelligenceNetwork 



Development of the German Secondary Market 

●  Strong with stable forecast for the next 5-10 years 
–  Unique and attractive risk/return ratio with guarantees of 3% and more 
–  Enough strength and financial reserves of the great majority of the German life offices to 

fulfill the attractive guarantees  
–  Built-in inflation protection 
–  High liquidity through intrinsic put option 
–  Policy supply ensured for 5-10 years at least 
–  Investor protection through German legal protection mechanism (Protektor) 
–  Furthermore due to the "Lebensversicherungsreformgesetz" and the fast reduction of 

Free Reserves the calculation of the purchase prices is based on surrender - and 
maturity values that can be calculated and handled much more effective than in recent 
years 

–  This situation has as well some significant advantages on the purchasing side, as clients 
experience a much better successquote offering their policies, and attractive prices.  
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Development of the German Secondary Market 

●  Challenges  
–  Relatively low purchase volumes – “awareness” & “willingness” of policy holders still 

not satisfactory 
-> BVZL continuing it’s campaign to increase awareness 

–  Substantial uncertainty of retail clients, feeling themselves not capable to analyze 
the development of their endowments and being confronted with quite irritating 
information on their contracts and value forecasts 
-> BVZL continuing it’s campaign to improve value statements standards 

–  Regain market shares from “Pseudo Secondary Markets” as these markets have 
influenced the public opinion (esp. press reports on court cases)  
-> BVZL continuing to market it’s “quality seal” 

–  Challenges for German insurance carriers seem to be manageable – but an 
ongoing low interest rate environment remains a challenge for the carriers 
-> BVZL continuing to closely monitor the market by communicating with BAFIN 
and GDV, the National Insurance Association of Germany 
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New BVZL website has been launched! 
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Thank you for your attention! 

 
 Ingo Wichelhaus 
 Member of the Executive Board 
 Prinzregentenstraße 54  
 80538 München  
Germany 

 
 phone.: +49 171 5642 673 
 e-mail:   ingo.wichelhaus@bvzl.de 

 

17 Major Challenges for the German Secondary Market; BVZL ELSA International Life Settlement Conference, London  


