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Asset-intensive reinsurance Graph 3

A. Cedant B. Reinsurer
Buffer
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_________________ i /|| provisions |

Technical
provisions

Risk ceded (technical provisions reduced)

Assets transferred (reinsurance premium)

' This stylised graph illustrates the basic mechanism of an asset-intensive reinsurance (AIR) agreement. The example assumes that the
reinsurer (panel B) can book the technical provisions at a lower value than the original value booked by the cedant (panel A) due to, for
example, a higher discount rate or reduced estimated cash flows associated with the underlying policies. This assumption does not hold for
all AIR agreements.

Source: Authors’ elaboration.

© Bank for International Settlements
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