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Abstract
The development of rules for setting premiums under solvency capital requirements is a classical 
topic in insurance. In recent years the cost-of-capital method for the determination of risk mar-
gins has been advocated, with a particular suggestion for the size of the cost-of-capital rate. In 
this talk a framework will be developed which considers the viewpoint of regulators, investors 
and policyholders at the same time, leading to a quantitative approach towards interpreting 
and justifying the size of such a rate. Some practical implications of this approach will be 
discussed.
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