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Communication from the KNF Board on the opinion of the European  Insurance and 

Occupational Pensions Authority (EIOPA) on product intervention 

 

On 30 March 2021, pursuant to Article 18(2) of Regulation (EU) No 1286/2014 of the European 

Parliament and of the Council of 26 November 2014 on key information documents for 

packaged retail and insurance-based investment products (PRIIPs) (OJ L 352 of 9 December 

2014, p. 1, as amended), hereinafter: ‘Regulation on PRIIPs’, EIOPA issued an opinion 

(EIOPA-BoS-21/204; made on: 23 March 2021) on the product intervention measure planned 

by Komisja Nadzoru Finansowego in the area of unit-linked insurance contracts. On 31 March 

2021, the opinion was published on the EIOPA website1. 

In accordance with Article 18(3) of the Regulation on PRIIPs, where a competent authority 

takes action contrary to an opinion adopted by the European Insurance and Occupational 

Pensions Authority, it must immediately publish on its website a notice fully explaining its 

reasons for so doing. 

On 15 July 2021, the KNF Board introduced by decision DNM-DNMZWP.6065.79.2021 

prohibitions on the marketing, distribution and sale of insurance-based investment products – 

unit-linked life insurance contracts: 

 

1. for which the average return is less than 50% of the interest rate for period N 

according to the relevant risk-free interest rate term structure (point I.1 of the 

operative part of the decision – criterion 1),  

  

2. for which the investment rules and restrictions defined in the regulations of the 

fund fail to ensure that the assets of the unit-linked fund will not be invested 

in contingent convertible instruments (point I.2 of the operative part of the 

decision – criterion 2).  

Having regard to the above-mentioned provision of Article 18(3) of the Regulation on PRIIPs, 

the KNF Board hereby communicates the following information regarding EIOPA’s opinion of 

30 March 2021. 

In its opinion, EIOPA stated that the application of criterion 1, referred to in point I.1 of the 

operative part of the decision, without any distinction between various types of target investors, 

could potentially drive products targeted at professional investors out of the market (see: point 

3.14 of EIOPA’s opinion). EIOPA’s line of argumentation is based on the assumption that 

a professional investor would be willing to pay more for access to unusual or non-retail 

                                                           
1 Opinion of the European Insurance and Occupational Pensions Authority on the proposed product intervention 

measure of Komisja Nadzoru Finansowego of Poland | Eiopa (europa.eu) 

https://www.eiopa.europa.eu/content/opinion-of-european-insurance-and-occupational-pensions-authority-proposed-product_en
https://www.eiopa.europa.eu/content/opinion-of-european-insurance-and-occupational-pensions-authority-proposed-product_en


 

financial instruments (in terms of management costs). In the KNF Board’s view, the fees 

collected for asset management in unit-linked insurance products offered on the Polish market 

following the adoption of the intervention measure could be at a level that will ensure proper 

and effective management of those assets even in case of materialisation of unusual investment 

strategies for professional investors. Moreover, the intervention measure intends to create an 

effect opposite to that expected by EIOPA, which means that low-cost products should attract 

more customers, especially professional investors. 

In point 3.15 of its opinion, EIOPA states that the correlation of the criterion referred to in point 

I.1 of the operative part of the decision to the risk-free rate (RFR) term structure entails the risk 

that low-cost products could be driven out of the market if the RFRs were to be high. 

Alternatively, in case of low interest rates, EIOPA points to the risk that products generating 

low value for customers will continue to exist in the market.  

Referring to the risk of low-cost products being replaced by high-cost products (in case of high 

risk-free rates), the KNF Board’s view is that such risk could only materialise in case of 

complete passivity of the KNF Board. However, the KNF Board monitors the risk-free interest 

rate term structure on an ongoing basis, and when the intervention measure takes effect, it plans 

to intensify the ongoing monitoring of the unit-linked life insurance market. In case of strong 

increases in the RFR curve in the future, the KNF Board will consider changing the parameters 

of criterion 1.  

As regards the risk related with low RFRs, as highlighted by EIOPA, which is the case right 

now, the KNF Board is of the view that the risk is mitigated by criterion 1, referred to in point 

I.1 of the operative part of the decision. In fact, if a product were to fail to generate any value 

for the customer, it would be appropriate that the product should not be marketed and should 

be withdrawn from the offer (or, for new products, should not be added to the offer). In 

conclusion, in the KNF Board’s view the risk related with low interest rates highlighted by 

EIOPA is mitigated by the intervention measure in question. 

In point 3.16 of its opinion, EIOPA refers to long-term products with recommended holding 

period shorter than 10 years. According to EIOPA, it would be appropriate to review criterion 

1, referred to in point I.1 of the operative part of the decision, at the end of the recommended 

holding period, and not at the end of the 10th year. In the course of its analytical exercises, the 

KNF Board identified products for which the recommended holding period was shorter than 10 

years but the term of the unit-linked insurance contract had been agreed in advance and was 

equal to the recommended holding period for that contract. This means that in general, 

insurance undertakings do not offer unit-linked insurance contracts for which the recommended 

holding period is shorter than 10 years and different from the contract term. Therefore, in the 

unit-linked insurance market in Poland, there are no products to which point 3.16 of EIOPA’s 

opinion would apply, i.e. long-term products (with the contract term longer than 10 years) with 

a recommended holding period shorter than 10 years. Nevertheless, also for such products, 

criterion 1, referred to in point I.1 of the operative part of the decision, would ensure an 

appropriate long-term value for the client. Criterion 1, referred to in point I.1 of the operative 

part of the decision, ensures for the Polish insurance market that the product value for the client, 



 

i.e. the average rate of return, is always verified over the recommended holding period, and – 

for long-term contracts – for the period of 10 years.  

In point 3.17 of its opinion, EIOPA recommended a revision, that is the abolishment of the 10-

year recommended holding period where the target market is property selected, and clients look 

for a long-term investment and can keep such investment for a period of more than 10 years. In 

the KNF Board’s view, criterion 1, referred to in point I.1 of the operative part of the decision, 

properly addresses also the cases specified in point 3.17 of EIOPA’s opinion. The criterion in 

question requires that the client’s return on investment should be reviewed at two points of 

time: at 10 years of policy and in the recommended holding period. The abolishment of the 10-

year period for reviewing the value for the client would lead to a situation where the criterion 

would cease to have a real effect on the products being offered. That could create a possibility 

for offering an insurance product with a recommended holding period of several decades and 

high charges in the first years of the contract term which would still meet the criterion at the 

end of that period. However, the intention of the KNF Board is to ensure that clients who wish 

to terminate such a decades-long contract after at least 10 years can also expect a positive return 

on their investment. 

Therefore, having regard to EIOPA’s opinion, the KNF Board is of the view that the measure 

implemented by decision of 15 July 2021 (Ref. No DNM-DNMZWP.6065.79.2021) on the 

prohibitions on the marketing, distribution and sale of unit-linked life insurance contracts is 

fully justified and proportionate, and thus its adoption was necessary. 

 

 

 

 

 

 


