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1. Counting the costs, and keeping them under control

For those who want to know where the money goes in the Italian insurance industry, ANIA (the insurers'
association),  gave the answer on 21 November when it published the results of an analysis of industry costs.
Presented in a nine-page report, Trends, the analysis was based on a survey of 31 firms who accounted for
almost two-thirds of total direct Italian premium income in 2016. Ticking up slightly last year against 2015
and 2014, but still significantly lower than in 2012 and 2013, total costs took 12.58 per cent of premium
income. The analysis reveals the large difference in total costs between life policies (4.66 per cent of
premium income) and motor (26.77 per cent) and non-motor non-life (38.76 per cent). It also shows how the
costs of selling are the main absorber of premium income, 7.76 per cent overall and with a high point of
24.13 per cent in the case of non-motor non-life, commissions being the principal source of costs. In
presenting its analysis, ANIA also gave absolute cost figures per policy; an average of €72 from all types of
policy from the costs of selling and €45 from administrative costs. On average, each employee engaged on
an administrative employment contract cost Italian insurers €78,650 in 2016, a figure that included gross
salary, social security contributions, reimbursement of expenses, commissions, accrual for leaving indemnity
and other benefits. The report puts organisational costs, the costs of training and professional development,
claims settlement costs and much else under the microscope. (Each employee working in motor claims
settlement dealt with 416 claims last year, for example). As for distribution channels, these are also
analysed with figures showing the shares won by agents, brokers, financial advisors and bank branches and
through direct sales. No surprise perhaps that agents provide most non-life business, around 80 per cent of
the total, and bank branches most life business, about 60 per cent. 

2. Banking and the economy: a brighter picture
 
“The Italian economy continues to improve. The positive trend is confirmed by the most recent figures,”
Luigi Federico Signorini, deputy director-general of the Bank of Italy, told a joint senate and chamber
parliamentary commission last November. Already growth had reached 1.5 per cent in the first nine months
of the year. After a detailed review of spending measures of €22 billion to boost the economy through
incentives to investment and of measures on revenues of €11 billion, Mr Signorini noted that the effect was a
worsening against trend of €11 billion in the deficit, which will be equivalent to 1.6 per cent of GDP. Closing
his hearing with the commission, he drew attention to the importance of exploiting the favourable economic
conditions to strengthen public sector finances. “The government recognises this, although progress is more
gradual than was planned in the spring.” The commission had heard from ABI (the banking association) the
day before. The association was a bearer of good news about the banking sector. “A key positive factor is
the significant improvement in credit quality that has followed the return of economic growth and which
shows in both the reduction of NPL stock and a lessening of flows of new doubtful loans,” they reported.
Moreover, the prospects for profits are looking up. ABI took the opportunity to press for budget measures
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that will further help Italy's banks, including measures to facilitate the disposal of property possessed after
default on mortgage loans. Banks expressed concern about inflexibility on the timescale for tax breaks on
investment in new technology. One issue is that of accelerated depreciation which is not easily practicable
for banks. The question of such investment incentives is of particular interest to the banking sector.
 

3. Focus on the Pan European Pension Product (PEPP)
 
On the 6th of December the roundtable “Capital Markets Union: Pan European Pension Product (PEPP) and
other instruments to foster EU retail savings” was held in the European Parliament to discuss the proposal of
the European Commission on the PEPP published on the 29th of June.  The proposal of the EC aims at
helping to close the “first pillar” pension gap in EU which currently amounts to 13% of GDP. The event was
hosted by MEP Simona Bonafé (vice president of the LTIR intergroup) and organized by FeBAF under the
auspices of the European Parliament Long Term Investment and Reindustrialization (LTIR) Intergroup of the
European Parliament, gathering to the same table MEPs and stakeholders interested in exchanging their
positions on this subject. The debate was opened by MEP Brando Benifei (S&D) and by Paolo Garonna, FeBAF
Secretary General. Keynote addresses of Nathalie Berger (Head of the DG FISMA Insurance and Pensions Unit)
and Gabriel Bernardino (Chairman of EIOPA) started the discussion with the contribution of MEP Sophia In ‘t
Veld (Rapporteur on the topic in the ECON committee), Dario Focarelli (ANIA), Giovanni Maggi
(Assofondipensione), Angela Maria Bracci (ABI),  Xavier Laurnadie-Eiffel (CNP Assurances) and Bernard
Delbecque (EFAMA).  The seminar made clear that the EC proposal needs to overcome some both technical
and political hurdles in order to gain the crucial trust of the insurance, pension funds and asset management
industries around Europe. Asymmetries in both fiscal and regulatory schemes in European countries may
actually have an impact on the full success of the project. FeBAF will continue to promote the discussion of
the Pan European Pension Product at the European level within the Action Plan of the Capital Markets Union,
considering the interests of its members and the opportunities it might open up.   
 

In Brief
 
**

Technological innovation in the branch and artificial intelligence in banks are the subjects that CIPA, the
interbank agreement for automation, will examine this year in its annual technological review, for which
data collection ended on 17 November. CIPA was launched in 1968 by the Bank of Italy and ABI, the
banking association, with the aim of promoting the adoption of technical standards and fostering joint
infrastructure projects. Its participants now include 54 banks as well as 14 other organisations.

**
Italy's fund managers continue to report positive news. On 17 November, Assogestioni (the fund
managers' association) announced that funds under management at the end of September had reached a
new peak of €2,956 billion. Net inflows in the third quarter amounted to €23.4 billion, bringing total net
inflows for the year to €80.6 billion. Assogestioni's note provides a detailed breakdown by manager as
well as summary figures.   

**
 The long period of exceptionally low interest rates and significant changes in prudential rules are among
the reasons why IVASS (the insurance regulator) has begun a public consultation with a view to updating
the rules that govern the separate management of with-profits life policies. Announcing the 30-day
consultation on 15 November, the regulator pointed to requirement to safeguard the consumer with
regard to parity of treatment and equitable participation in financial results. 

**
With an aggregate solvency ratio of 220 per cent and minimum capital requirement ratio of 553 per cent,
Italian insurers are stronger than those in Britain, the Netherlands and Belgium, and on a par with those
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in France and Spain. The figures come from the solvency and financial condition report for year-end 2016
published by ANIA (the insurers' association) on 17 November.

 

LOOKING AHEAD
 

13 December, Rome.
GGB 2030 - Sustainable Development Conference & Awards. Organized by Assosef.

 
15 December, Rome.

InsurTECH conference on technological innovation in the insurance industry.

 
organised by FeBAF 

15 & 16 December
Scuderie di Palazzo Altieri

Via Santo Stefano del Cacco,1
Rome

Info & registration
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