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Motivation and problem statement




Aim and scope of the survey

The purpose of the survey:

to assess the current status of the insurance regulations and/or initiatives
promoting sustainable insurance growth in the CEET region,

monitor the progress of sustainability initiatives in national insurance markets,

collaborate with policymakers and stakeholders on sustainability and ESG
frameworks development,

address the importance of insurance industry for achieving the UN Sustainable
Developments Goals and sustainable growth financing.

Survey period: January-May 2023
Sample: 30 authorities from 27 CEET jurisdictions were invited to respond
Responsiveness rate: 82% (data from 22 CEET countries received)



The gquestionnaire

i Preliminary information: Respondent data

The existence and assessment of sustainability and ESG regulations
and/or initiatives in insurance sector in CEET region.

Current national policy approaches to achieve Sustainable Development
Goals (SDG) and to finance sustainable growth.

The country's insurance sector's awareness and preparedness to
Implement ESG frameworks.

|dentification of supervisory building capacity needs for promotion of
SDGs and implementation of ESG framework.



Respondent jurisdiction details

e
member
Yes Yes

Bulgaria CEE-EU Financial Supervision Commission

of Turkey
Capital Markets, Insurance and Savings Authority Yes No

CEE-EU  Croatian Financial Services Supervisory Agency Yes Yes

Czech Republic CEE-EU Czech National Bank Yes Yes

CEE-EU  Estonian Financial Supervision and Resolution Authority Yes Yes

CEE-EU  The Central Bank of Hungary Yes Yes

CEE-EU  Financial And Capital Market Commission Yes Yes

CEE-EU  Central Bank of Lithuania Yes Yes

CEE-EU  KNf-Polish Financial Supervision Authority Yes Yes

CEE-EU  National Bank of Slovakia Yes Yes

CEE-EU  Insurance Supervsion Agency Yes Yes

Albania SEE Albanian Financial Supervisory Authority Yes candidate country, open
negotiation

Bosnia and SEE - Insurance Agency of Bosnia and Herzegovina No 2024 Cand. country, open neg

Herzegovina -Insurance Agency Of Republic of Srpska

SEE Central Bank of the Republic of Kosovo Yes potential candidate

Macedonia SEE Insurance Supervision Agency Yes candidate country, open
negotiation

Montenegro SEE Insurance Supervision Agency Yes candidate country, open
negotiation

EE Central Bank of Armenia Yes No

EE Supervision Services Of Georgia Yes 2024 Candidate country

Kazakhstan EE Astana Financial Services Authority Yes No

EE National Commission For Financial Supervision No 2024 Cand. country, open neg

National Bank of Ukraine Yes 2024 Cand. country, open neg

Insurance and Private Pension Regulation and Supervision Agency Yes Cand. country, open neg.
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Key insights




F1: According to the ESG regulatory/supervisory framework,
the CEET countries in this survey can be grouped into three
broad archetypes.




F2: Aregulatory/supervisory framework on environmental
risks / climate-related risks is developing rapidly.

Sustainability risk
an environmental, social or
governance event or condition that,
if it occurs, could cause an actual or
a potential negative impact on the
value of the investment or on the
value of the liability (Commission
Delegated Regulation (EU)
2021/1256)

39%

of the respondent supervisory
authorities have established qualitative
criteria for the assessment of the impact
of climate-related risks

Physical climate
related risks

arise from the physical
effects of climate change
(Opinion on the supervision
of the use of climate
change scenarios in the
ORSA, EIOPA) .

ransition climate
related risks

arise from the transition to
a low-carbon and climate
resilient economy (Opinion
on the supervision of the
use of climate change
scenarios in the ORSA,
EIOPA)

9.23

respondent supervisory authorities
have in place quantitative criteria for the
assessment of the impact of climate-
related risks




F3: Running awareness-raising campaigns and events Is
seen as the most relevant non-regulatory action on ESG

promotion.

Green publications (green financial
reports, articles, surveys and studies)

Establishment of green finance awards for
financial institutions in order to promote the
importance of sustainability acknowledge
efforts of financial institutions

Organization of international conference
in ESG / sustainability issues

Organization of thematic seminars,
workshops, trainings for the supervised
entities focused on sustainable finance
regulation

Special part of the supervisory body web
page dedicated to sustainable finance
related information.



FA4: There is a need to develop and promote national
sustainable finance strategies focused to financial sector
contribution to SDGs.

Regulation / guidlines on the national level to achieve SDGs
without specific focus on financial market policy

In a few cases, supportive framworks aiming at creating a
sustainable finance ecosystem:

Sustanable Finance Framework (Turkey),

Strategy and Action Plan on Sustainable Finance (Lithuania),

MNB Green Program (Hungary),

Capital market / Financial sector development strategy (Poland, Georgia,
Latvia),

CONCEPT for transition of the Republic of Kazakhstan to Green Economy
(Republic of Kazakhstan),

NBU Sustainable Finance Development Policy (Ukraine).



F5: The role of insurance in achieving SDGs is not fully
recognized and understood by supervisors.

The actions realized by the supervisory authorities to support government efforts in achieving the UN SDG:

Evidence and data collection to access gaps and
develop policy measures to achieve SDGs.

Support national / regional climate initiatives. 25%

Estimate the openness / readiness of the industry 17%
and anticipate implementation challenges. 9
Participate in discussions on insurance and SDGs
and provide a platform to discuss concrete 22%
solutions.

Promote the importance of the insurance sector
in achieving SDGs.

0% 5% 10% 15% 2056 25% 30%



F6: In setting supervisory priorities, authorities should give
more attention to sustainable finance.

The list of supervisory priorities of the CEET authorities for the year 2023

Solvency supervision
Market conduct

IT and cyber risk
Financial stability
Sustainable finance
Financial literacy
Greenwashing

Stress tests on environmental risks

Inclusive insurance/microinsurance



F7. Fragmented regulatory view on national insurance sector
awareness and preparedness to implement ESG frameworks.

Regulatory perspective on the national insurance sector’s awareness and preparedness to
implement ESG frameworks

Not exist
27%

Satisfied
5%

Moderate
59%




F8: Governance issues are the most materially important
factors in the insurance industry.

The most important ESG issues within the national insurance sector

Energy consumption and efficiency Nl
Exposure to fossil fuels 41% >_E
Water, air, soil pollution 41%
Personal data security 64% :
Quality and innovation in customer relations 59% -
Labour practices: 45%

Actuary function

Board of directors’ independence

Board of directors’ fitness and propriety

Internal audit

[



FO: Authorities have limited capacity, resources, and
expertise to develop a regulatory framework and oversee
the integration of ESG issues.

The most relevant topics for supervisory capacity building in the field of sustainable / ESG regulation

Limited resources or no full-time staff
allocation to ESG issues

Technical assistance and knowledge
External stakeholders 18%

Financial support RELA

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%



F10: There is an emerging need for ESG training and
education.

Identified areas for ESG / sustainability education and training

Environmental, Social and Governance in the 3
insurance sector

6%

Integrating climate related risk into prudential
supervision

82%

Integrating climate related risk into market conduct 82%

Integrating SDGs into regulatory and supervisory
activities

59%



F11: The availability of high-quality ESG data is a constraint
In setting supervisory strategies.

The most pressing risks / challenges in setting supervisory priorities and developing strategies in the
sustainability /ESG regulation domain

Lack of data, expertise, internal capabilities and
resources

International standards /common methodologies

External capacity building in the insurance industry

Not clear (ambiguous) regulation

Not clear what should be starting point

Political support

Lack of international cooperation




Recommendations

Defining of national sustainable finance strategies (NSFS)
Building regulatory framework on ESG principles and
standards

Intensive and strong collaboration with financial sector
stakeholders

Awareness campaign, education, research and projects
support

* Promoting ESG-related guidelines and standards
 Prioritizing training programs and facilitating knowledge
National transfer
supervisory Fostering technical dialogue among insurance
authorities supervisors

» Conducting follow-up sessions to assess the
implementation and effectiveness of ESG measures



Thank You For Your Attention

Prof. dr Ksenija Denci¢-Mihajlov
ksenija.dencic@ekonomski.rs

Prof. Klime Poposki
klime.poposki@uklo.edu.mk
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