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Introduction

economic, inancial and business perspective



1. The trigger moment

Life business deals also with savings of the people.





saving 100% of the current 
and forecasted liabilities in front of the customer

Reputation risk – and its potentially catastrophic implications – 
and trust is clearly the intangible asset at the core of the full event.

2.  Going back – brief history of the company 
and its business model





the trigger of the crisis should be linked to the inancial regime’s 
change, i.e. the change of interest rates

The increase in interest rates was partially unexpected, but the ALM was 
extremely poor. 

Buoni 
del Tesoro Poliennali

In any case, ALM could have been much better, but it will never be a magic 
mechanism, because liabilities change also when inancial or policy regime 
changes. 

The real structural difference between Eurovita and the other market players 
was the reputation and commitment of the shareholder.



Valuation of 
the emerging reputational risk proved to be completely wrong.

Walking away is neither 
acceptable nor possible.

Reputation risk has proved to be one of the most tricky (and, at the same time, 
holistic or global) features of the insurance industry. 

3. The crisis solution’s framework



ad hoc

“… gravi carenze nel governo, 
gestione e controllo dei rischi inanziari, nonché, sino all’esercizio 2020, nel calcolo 
delle Best Estimate Liabilities; carenze nella valutazione del rischio di solvibilità 
attuale e prospettica e nella de inizione del Risk Appetite Framework e tardiva 
implementazione del piano dei rimedi, varato a seguito di precedente ispezione dello 
stesso istituto di vigilanza.



The liquidity impact of the surrenders guaranteed by the bank is the key 
innovative pillar of the agreement. 



4. Alternative theorical paths to solve the Eurovita crisis

The irst one

The second alternative solution



The third solution

When a fundamental exogenous shift occurs, behaviour of rational actors’ 
changes, based on their (rational) expectations, in very different ways than 
models founded on historical data could suggest. 

5. The Guaranteed Fund framework



a Guaranteed Fund makes sense if and only if it is a transaction 
cost reduction mechanism and a trust enabler

Conclusions and lessons for the future

 we could conclude that the deep cause 
of the crisis is the combination of inancial turmoil – fast and sudden increase 
in interest rates in a situation of unbalanced ALM – plus the governance of 
Eurovita  



At the end, the solution found has been ad hoc, overall it to the situation, 
tailor-made, even creative

Banks that had distributed the Eurovita’s products had the biggest interest in 
solving the problem, but no speci ic fault can be put on them. 

The Italian taxpayer – at last – has not been hit at all by the solution found. 
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