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Flows in Life Insurance

Growth in 
insurance 
provisions

Insurance profits
Gross written premium

Growth in 
investments 

Investment 
income

Benefits paid/surrenders

Life Insurance Modeling – Overview

Input historical data for income statement and balance sheet

Calculate ratios and statistics

Decide on forecast assumptions

Forecast GWP + balance sheet except equity, investments and cash

Balance the balance sheet (investments and cash is buffer)

Forecast income statement

Forecast the capital requirement and equity

Link equity into balance sheet and deal with the circular reference
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Remember to have the iteration setting turned OFF before starting
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Forecasting Allocation of Investments & Cash 

Life and P&C 
investments

Cash

Other 
investments

Unit-linked 
investments

Traditional life

P&C

Allocate % of total 
investments & cash

Allocate % of total 
investments & cash

Allocate % of total 
investments & cash

Set equal to unit-linked 
insurance provisions

Residual: allocate using 
insurance provisions

Residual: allocate using 
insurance provisions

Insurance Modeling– Forecasting Equity

Set target Solvency II ratio

Calculate expected Solvency Capital Requirement

Back out required Own Funds

Add back intangibles, DAC, DTAs etc which gives Shareholders’ Equity

Calculate Equity surplus (dividend) or capital requirement

Link Equity into Balance Sheet and deal with the circular reference
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Remember to have the iteration setting turned OFF before starting
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Expected Capital Requirement

Intangibles 50

DAC Assets 30

Deferred Tax Assets 20

Investments 450

Receivables 10

Cash and Cash Equivalents 40

Total Assets 500
Shareholders’ Equity 50

Insurance Provisions 400

Financial Liabilities 40

Payables 10

Total Liabilities and Equity 500

Financial risk 15
Credit risk 5
Life underwriting risk 6
Non-life underwriting risk 6
Operational risk 1
Diversification and other (8)
Solvency Capital 
Requirement
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