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84 Abstract
This article examines the impact of the regulator’s statement requesting EU insur-
ers to suspend dividend distributions due to the COVID-19 pandemic on share 
prices of insurance companies. The purpose of the regulation was to maintain a 
high level of capitalisation of insurance companies, thus allowing them to pay 
compensation for any damage incurred during the crisis. The statistical signifi-
cance of the potential negative impact was explored using event study methodol-
ogy. The empirical results suggest that the negative impact following the state-
ment’s release is not statistically significant over the chosen event window. The 
robustness of the results is confirmed by several statistical tests – parametric and 
nonparametric. The measure did not result in a fall in share prices in line with 
economic theory but, rather, contributed to ensuring the financial stability of the 
European insurance sector, supporting the real economy and consequently allow-
ing quicker economic recovery.

Keywords: COVID-19, regulator’s statement, insurance companies, event study, 
share prices

1 INTRODUCTION
The financial stability of the insurance sector is essential in order to ensure access 
to insurance services. The importance of the insurance sector and of its financial 
stability is even greater in the current times of uncertainty, during a pandemic. 
Safeguarding the stability of this sector is relevant from a business continuity 
perspective and from an individual’s perspective. Nowadays one could not imag-
ine a situation in which an insurance company would not be able to make payment 
on a health insurance claim. However, in pandemic times such a situation might 
arise. To minimize the risk of the occurrence of such situations, the European and 
Occupational Pensions Authority (EIOPA) has urged insurance companies to halt 
dividends, buybacks and bonuses.

This article examines the impact of this statement, a recommendation requesting 
EU insurers to temporarily suspend dividend distributions due to the COVID-19 
pandemic on share prices of insurance companies. The main event is the release 
of a statement by EIOPA requesting (re)insurers to temporarily suspend all discre-
tionary dividend distributions and share buy-backs aimed at remunerating share-
holders. In its core, the regulation is not extremely binding if compared with the 
restrictions on dividend payments published by the European Systemic Risk 
Board in June 2020. The EIOPA statement or instrument, proportionate to the 
perceived risks (binding instrument, recommendation, opinion), is aimed at limit-
ing dividend distributions for the years 2019 and 2020 of insurance and reinsur-
ance companies doing business in the European Union. The purpose of the regula-
tion was to maintain a high level of capitalisation of insurance companies, thus, 
allowing them to pay compensation for any damage incurred during the crisis. 
EIOPA stresses that this macro-prudential measure contributes to increasing the 
resilience of the financial infrastructure to financial shocks, maintains financial 
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85stability and prevents the emergence of disruption in the financial system with the 

potential of serious negative consequences for the functioning of the financial 
system and the real economy (OFS, 2020).

As EIOPA stressed, the purpose of the released statement is to maintain a high 
capital adequacy ratio enabling smooth payment of potential claims during the 
crisis. However, proactive regulation could also have an opposite effect. The value 
of equity, i.e., share price, could fall, which might deter potential new investors in 
the insurance sector and even encourage current investors to sell their shares. To 
understand the importance of EIOPA’s regulation in its entirety the general cir-
cumstances in the insurance sector in the first half of year 2020 should be outlined. 
Firstly, European insurance companies experienced a slowdown in gross premi-
ums written in 2020, especially in the life sector. Secondly, claims payments 
increased in the life sector and declined in the non-life sector. Thirdly, the assets 
of insurers remained mainly invested in bonds. And finally, insurers in the main 
achieved positive investment gains despite COVID-19 (OECD, 2021). 

The aim of the article is to evaluate the issued statement from an economic and a 
mathematical point of view. Hence, the research question is whether and how the 
statement requesting insurers to suspend all discretionary dividend distributions and 
share buy-backs aimed at remunerating shareholders influenced the fall in stock 
prices of listed insurance companies. A similar challenge was addressed by Petr 
Jakubik in the article ‟The Impact of EIOPA Statement on Insurers’ Dividends: Evi-
dence from Equity Market” (Jakubik, 2020). Jakubik’s article focuses on the relevant 
issue regarding the influence of regulations of dividend distributions on the European 
insurance companies. However, in the present study, I tackled the problem a bit dif-
ferently. I collected data for 33 European insurance companies from the Bloomberg 
Terminal. The problem was then explored using event study methodology.

The paper is organised as follows. The next section provides the theoretical frame-
work. The third section describes the data sample, i.e., collection of data and data 
cleaning, while the event study methodology is presented in the fourth section. 
The penultimate section includes a presentation of the results with discussion. The 
last section is the conclusion.

2  THEORETICAL BACKGROUND: THE INFLUENCE OF AN IMPOSED BAN 
ON THE VOLATILITY OF THE FINANCIAL MARKET 

2.1 ECONOMIC ASPECT
In recent years many economic studies have been published examining the influ-
ence of a ban or recommendation, issued by governments or international institu-
tions to financial organisations, on the volatility of the financial market (e.g., Bau-
mann and Nier, 2004; Blinder et al., 2008; Shaffer, 1995, and others). These studies 
analyse indirect disclosure of information about the current financial situation of the 
economy on various levels, such as company level, national level or even the global 
level, in the case of the coronavirus crisis. The form of communication of large 
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86 financial institutions plays an important role when adopting and publishing a regula-
tion since it has the ability to influence the monetary policy and consequently the 
movement of the financial markets. However, the large variation in communication 
strategies across financial institutions suggests that a consensus has yet to emerge on 
what constitutes an optimal communication strategy (Blinder et al., 2008). 

Greenspan (2003) stresses that banking and insurance companies are at core non-
transparent, which cannot be drastically changed by increasing disclosures of 
information. Moreover, there is no evidence that an increased amount of disclosed 
information will be sure to increase transparency. It will hold true only on 
the assumption that the financial market participants correctly interpret the 
received information, then reasonably put this information in the context given, 
and finally, respond optimally considering the situation, which is unlikely to occur 
in practice. Moreover, Baumann and Nier (2004) emphasise that stock price vola-
tility can be an appropriate measure of uncertainty among investors and that dis-
closure of information can reduce stock price fluctuations. Under their assump-
tions, an increase in the amount of information disclosed decreases the informa-
tion asymmetry and uncertainty in the financial markets. 

Additionally, Schaffer, in one of his studies (1995), calls attention to the fact that 
disclosures of information are often cited as particularly costly. The cost of the 
disclosure includes direct costs; these occur first, when preparing the disclosure, 
and second when the disclosure occurs. Regarding the event explored in this arti-
cle, direct costs are costs incurred during the preparation and at the disclosure of 
EIOPA’s statement. Likewise, indirect costs are of great importance too (Baumann 
and Nier, 2004). They occur when companies use given information to participate 
more profitably in the financial markets. It is for this reason that banking and 
insurance companies respond to the disclosures with extreme caution. 

As mentioned in the previous section, the disclosure that I will explore in this 
article was already explored by Jakubik (2020). He believes that the statement 
could help to reduce uncertainty about potentially adverse evolutions of solvency 
positions incapable of absorbing the shocks during the crisis. Furthermore, he 
obtained empirical results that suggest that the negative impact following the 
announcement was not statistically significant in the chosen time interval.

2.2 MATHEMATICAL ASPECT
In addition to the economic studies, analysing the influence of an imposed ban or 
recommendation on the volatility of the financial market, described in the previ-
ous section, there are also various mathematical methods. The best known among 
them is an event study. This is a statistical method used to assess the impact of an 
event on the value of a company or its stock price (Hayes, 2020). The earliest 
studies on event study methodology were published in the 1930s and were later on 
further developed (e.g., Dolley, 1933; Myers and Bakay, 1948; Fama et al., 1969; 
Brown and Warner, 1985, and others).
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87The author of the first published event study, Dolley (1933), examined stock splits 

between the years 1921 and 1933. He analysed the influence of stock splits on 
stock prices. He found out that stock splits, i.e., an increase in the number of 
stocks, decrease the price of a single stock.  He also noted that the total value of 
all stocks remained almost unchanged during the observed period. As this is the 
first conducted event study, the statistical basis was not refined, and thus, the 
results were not satisfactory in terms of reliability and accuracy.

A similar problem was addressed by Myers and Bakay (1948). They wanted to 
find out whether a company’s decision about a stock split influenced its market 
price. As key impact factors, they indicated the splitting ratio, industrial develop-
ment at that time and price range following the split. They concluded that in the 
case of a favourable decision time frame, there might be a positive impact 
observed, even if a minimal one. 

Fama and colleagues (1969) carried out one of the most comprehensive event 
studies in which they demonstrated that in the past, stock splits were usually 
related to higher dividends. Their study has proved that stock markets use the 
announcement of stock split to re-evaluate the expected returns. The authors of the 
above-mentioned study pointed out that the daily stock return for individual secu-
rity exhibits substantial deviations from normality, which cannot be noticed when 
observing monthly data. This suggests that distributions of daily returns are fat-
tailed relative to a normal distribution. 

This finding was supported a couple of years later by Brown and Warner (1980; 
1985), who used a more modern methodology. Moreover, they added that the 
daily stock returns differentiated substantially from the usual stock returns in the 
measures of shape – skewness and kurtosis. They upgraded the already existing 
research with a random selection of event dates and stocks to simulate event study 
without any assumption about the distributions of stocks returns. Subsequent 
event studies, mostly conducted in the new millennium, also examined other 
events, with particular focus on events in companies (such as changes in the man-
agement, the amendments to the Statute, mergers and acquisitions, and others).

3 DATA SAMPLE
Secondary data, dividend payments and share prices, are obtained from the 
Bloomberg Terminal database (2020). Firstly, I explored the dividend policy 
before this event, which was relatively stable, since in the last few years there was 
no economic crisis. The last significant one was the financial crisis of 2007-2008. 
However, there were some individual market shocks, such as the rise of cryptocur-
rencies, oil crashes and jumps, reopening of the Greek stock market and others 
(The Center for Financial Stability, 2021).

Secondly, I checked what the actual decision was after the statement was issued 
– whether insurance companies really suspended dividend distributions. The 
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88 percentage of companies that paid out dividends regardless of the recommenda-
tion is 49%. As an example, payments and non-payments of dividends for insur-
ance company Sava Re are presented in figure 1. 

Figure 1
Payment of dividends – Sava Re

Source: The Bloomberg Terminal.

Thirdly, I cleaned the data of share prices, all non-trading days (Saturdays, Sun-
days and major holidays) and the insurance companies with missing data were 
removed. Then, I calculated the return on the share, expressed as a percentage, for 
each day. From here on, the R programming language and the RStudio develop-
ment environment were used, partially edited data and S&P index values were 
imported into R. Next, I cleaned the data using standard methods and compiled an 
organised database on which I performed an event study. 

4 EVENT STUDY METHODOLOGY
In this article, I decided to use the event study methodology for assessing the 
impact of an event on the value of stock prices. As already mentioned in section 2, 
event study methodology is a statistical method for analysing the influence of a 
particular event on a company’s value or its stock price (Hayes, 2020). Following 
Henderson (1990), event studies are typically arranged into four groups:

 –   market efficiency studies – these are based on the analysis of the speed and 
the correctness of the response,

 –   information value studies – these want to find out to what extent the event is 
reflected in the stock price,
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89 –   metric exploration studies – these studies split data into subsamples and look 

for abnormal returns in the subsamples,
 –   methodological studies – these strive to find the most efficient method for 
taking into consideration the specificity of the data. 

The event study conducted in this article falls under information value studies. 
The aim is to determine to what extent the event of the release of a statement 
issued by EIOPA requesting insurers to suspend all discretionary dividend distri-
butions is reflected in the stock prices of insurance companies. According to 
Damodaran (2012), events can be general (impact on the whole market) or spe-
cific (impact on a particular company). The event explored in this article, is at 
core, a general one. However, given the limitation of scope, the event will be 
addressed more specifically. Sample size determination is based on the principle 
that the accuracy of estimates increases rapidly when the sample size increases. 
For that reason, the sample contains all 33 European insurance companies data for 
which are available in the Bloomberg Terminal. The event study design, according 
to Damodaran (2012), involves the following steps:

1) event definition
2) examination period definition
3) calculation of abnormal returns
4) data smoothing
5) aggregation of abnormal returns
6) testing procedure. 

I followed the scheme above while conducting my event study.

4.1 EVENT DEFINITION
In the first step of the research process, the event, which will be explored further 
below, must be clearly defined. In the examined case, the published information is 
in the form of a statement issued by EIOPA requesting insurers to suspend all discre-
tionary dividend distributions. The statement was published on April 2nd 2020. 

On the one hand, supervisory institutions of some European member states (MS) 
responded even earlier on their own initiative. On the other hand, other MS to 
which the coronavirus spread later responded to the issued statement with a delay. 
For individual European MS, I looked up the internal dates of the publication of 
the regulation and arranged the data systematically (table 1) so that the dates coin-
cide on the so-called day 0 (the day when the regulation was issued). 

The dates of the issued regulations range from the 24th of March to the 7th of April 
2020 (table 1). The first regulations were issued by Germany and Finland, the last 
from the chosen European MS to respond was Belgium. A one-month gap between 
the first and the last response would be expected since the epidemiological situa-
tion varied among European MS (Steward, 2020). 
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90 Furthermore, the responses were similar, but still different across member states; 
some responses seem to be less strict than the EIOPA statement with respect to 
dividend distribution, for example Germany, Ireland, Italy, Norway and the United 
Kingdom (ESRB, 2020). The reason for the differences in strictness could be that 
these European MS are the home states of some of the biggest and the most suc-
cessful insurance companies in Europe. Therefore, their national regulators prob-
ably trusted in their decisions and were not afraid that the possible payment of 
dividends would result in a low capital adequacy ratio.

Table 1
Dates of the issued regulations of the chosen European member states 
Country Date Insurance company

Austria 3/4/2020 Uniqua
Vienna Insurance Group

Belgium 7/4/2020 Ageas SA/NV
KBC Insurance Group

Finland 24/3/2020 Sampo Plc

France 3/4/2020
AXA SA
COFACE
SCOR SE

Ireland 2/4/2020 Metlife EU Holding company

Italy 30/3/2020 Generali
Gruppo Assicurativo Unipol

Germany 24/3/2020
Allianz
HDI
Nuernberger

Netherlands 2/4/2020 Aegon N.V.
NN Group

Norway 25/3/2020 Gjensidige Forsikring ASA
Storebrand ASA

Poland 26/3/2020 Capital Group PZU

Slovenia 31/3/2020 Sava Re Group
The Triglav Group

Spain 6/4/2020 GRUPPO CATALANA OCCIDENTE, S.A.
MAPFRE, S.A.

United Kingdom 31/3/2020

Admiral
Aviva plc
Direct Line
Hiscox
Phoenix Group Holdings
Prudential PLC
RSA Insurance Group plc
Saga
St James Place plc
QBE

Source: EIOPA – Monitoring of dividends distribution following EIOPA and NCA statement 
(June 2020).
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914.2 EXAMINATION PERIOD DEFINITION  

The second step is based on the definition of the examination period around the 
studied event. In a case in which there is less information about the event date, the 
examination period is wider. Since the date for the studied event is known, I decided 
to gather daily data. The method is more accurate if the length of the examination 
period is approximately 250 days (Brown and Warner, 1985). That being the case, I 
have chosen the following beginning and end of the period under examination: the 
24th of June, 2019 and the 12th of April, 2020. Considering the above-mentioned 
systematic data compilation (the coincidence of day 0) and the exclusion of the non-
trading days, the length of the time period is 250 days. In addition, the starting date 
is about four months before the first case of coronavirus infection was identified in 
the World, thus, when the European financial markets were relatively stable. In mid-
May 2020, which marks the end of the time period, the majority of European MS 
had already coped with the first wave of the coronavirus pandemic. The period 
under examination is presented graphically in figure 2. Other significant events, 
which accompanied the beginning of the coronavirus crisis, are added as well.

Figure 2
Examination period 

24/6/2019

17/11/2019

11/1/2020

11/3/2020

2/4/2020

The beginning of data collecting  

The first case of coronavirus infection identified in the World 

The first death from the coronavirus recorded in the World

WHO declares a pandemic

EIOPA issues the statement

DAY 0

The end of data collecting12/4/2020

Source: Bryson Taylor (2021).

It is worth remembering here that day 0, in the case of the majority of European 
MS, came after the 2nd of April 2020 when EIOPA issued the statement, although 
there are some European MS that responded earlier, meaning before the 2nd of 
April 2020. In the case of these MS, the last and the penultimate points on the 
timeline should be replaced. 

The chosen examination period is usually divided into two parts: the estimation 
period and the observation period. The estimation period is in general defined as 
the time from day t0 to day t1, while the observation period is defined from day t2 
to t4 (Brown and Warner, 1985). Day 0 is marked with t3 on the timeline (figure 3).
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92 Figure 3
Examination period in general 

t3

t0 t1 t2 t4

 

the estimation period the observation period

Source: Obi (2017).

In our case, the estimation period is defined as the time from day -244 to day -6, 
while the observation period is defined from day -5 to day +5. The timeline is 
presented in figure 4.

Figure 4
Examination period in general

DAY 0  

-6 +5

 

-244 -5

the estimation period the observation period

Source: Own compilation.

To check the adequacy of the endpoints of the observation period, I plotted the 
graphs of market returns for the chosen 33 insurance companies. As an example, 
there are two graphs plotted in figures 5 and 6 for two insurance companies: Gen-
erali (Italy) and Hiscox (United Kingdom). The estimation period is marked grey; 
black is used for the observation period. In both graphs, there is a dynamic change 
of movement around day -25. The reason behind this jump is the coronavirus 
outbreak in Europe. It is important that the event of the coronavirus outbreak is 
separated from the event of the issued statement, so the results will be more robust. 

Figure 5
Stock return Generali

Figure 6
Stock return Hiscox
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Source: The Bloomberg Terminal.
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934.3 CALCULATION OF ABNORMAL RETURNS

The third step of the event study assesses the abnormal returns on a stock (occur-
ring as a result of the event). To assess these, the so-called ‟normal” or actual 
returns on a stock have to be defined first. An actual return on a stock Ri,t of the 
insurance company i on the day t refers to the actual gain or loss an investor in the 
insurance company i experiences on the day t. Furthermore, the abnormal return 
on a stock ARi,t of the insurance company i on the day t is defined as the difference 
between the actual return (Ri,t) and the expected return (E(Ri,t|Xt), where Xt stands 
for the vector of explanatory variables (e.g. market index) in day t), t ∈ [-5,5],

 . (1)

The data on actual returns are in this study obtained from the Bloomberg Terminal 
database. The expected returns are calculated using three different models, which 
are presented in detail in the following subsections. After calculating the expected 
returns, I calculated the abnormal returns for all three models. Then, for every day 
in the observation period I calculate the average of three abnormal returns (one for 
each model). Expected return models are divided into statistical models and eco-
nomic models. The first are based on statistical assumptions about the movement 
of returns, while the latter are derived from assumptions about the investor behav-
iour (Craig MacKinlay, 1997). 

4.3.1 THE MEAN ADJUSTED RETURNS MODEL
The basic assumption of the mean adjusted returns model is that the vector of 
explanatory variables Xt is constant (independent of time t). The expected return 
(E(Ri,t|Xt)) on the stock of insurance company i can be written as average actual 
return on the stock of insurance company i:

 . (2)

To be more specific, the above equation can be rewritten as:

 . (3)

4.3.2 THE MARKET ADJUSTED RETURNS MODEL
The market adjusted returns model is based on a chosen stock market index, I have 
chosen the usual index S&P 500 (Standard & Poor’s 500 Index), which is used 
quite often when conducting event study. The expected return, (E(Ri,t|Xt)) on the 
stock of insurance company i on the day t, in the market adjusted returns model is 
defined as market return (RM,t), i.e., the value of the chosen index on day t:

  (4)
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94 4.3.3 THE RISK ADJUSTED RETURNS MODEL
The last chosen model for calculating the expected returns is the risk adjusted 
returns model, which is based on the following linear regression model

  (5)

where the actual return (Ri,t) is a dependent variable and the market return (RM,t or 
S&Pt) is an exploratory variable. After estimating, the model can be written as

  (6)

where ai and bi represent the estimators of the regression coefficients αi and βi 
calculated with the least-squares method.

The regression analysis, computed on the data of 33 chosen insurance companies, 
indicated that the estimator of the regression constant (ai) is statistically insignifi-
cant. Thus, I decided to remove this term from the regression equation. After a 
detailed analysis, I found out that the explanatory power of the regression model 
is even higher when the estimator of the regression constant is eliminated. The 
elimination is reasonable also because it is likely that when the market return 
equals zero, the actual return equals zero as well. This is graphically confirmed by 
regression scatterplots. Figures 7 and 8 illustrate data on two examples. 

Figure 7
Regression scatterplot – Direct Line (UK)

Figure 8 
Regression scatterplot – Allianz (Germany)
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Source: The Bloomberg Terminal.

The new regression models, where the explanatory variable is market return, explain 
between 40 and 70% of the variability of the actual return, which is within the esti-
mated interval for regressions performed on financial data (Fernando, 2020). 

Thus, the expected return, (E(Ri,t|Xt)) on the stock of insurance company i on the 
day t, in the risk adjusted returns model, is defined as follows

  (7)



EN
JA

 ER
K

ER
: TH

E IM
PA

C
T O

F R
EG

U
LATO

R
’S STATEM

EN
T  

R
EQ

U
ESTIN

G
 EU

 IN
SU

R
ER

S TO
 SU

SPEN
D

 D
IV

ID
EN

D
 D

ISTR
IB

U
TIO

N
S 

D
U

E TO
 TH

E C
O

V
ID

-19 PA
N

D
EM

IC
 O

N
 SH

A
R

E PR
IC

ES

pu
b

lic sec
to

r  
ec

o
n

o
m

ic
s

46 (1) 83-107 (2022)
954.4 DATA SMOOTHING

Data smoothing removes noise and other microstructures from a data set and 
allows important patterns to stand out. When a time series is smoothed, the dynam-
ics of the observed phenomenon are clearer. In this study, the time series of abnor-
mal returns y1, y2, …, yT (in the observation period) were smoothed with moving 
averages of order k by

 . (8)

I chose the value of order 3, which is also confirmed by the value of the mean 
square error, defined as

  (9)

as it is smaller than it would be in the case of a different choice.

4.5 AGGREGATION OF ABNORMAL RETURNS
The fourth step of an event study focuses on the impact of the event at an aggre-
gate level. The aggregation of the abnormal returns is done over securities (index 
i). The average abnormal return of n insurance companies on day t (AARt) is

  (10)

The cumulative average abnormal return (CAAR) is defined as the sum of the 
average abnormal

  (11)

The cumulative average abnormal return was tested as an addition to the testing of 
average abnormal returns. 

4.6 STATISTICAL TESTS
To test a hypothesis or assumption about the value of unknown parameters of a 
statistical variable, two groups of tests can be used – parametric and nonparamet-
ric (Neideen and Brasel, 2007). The most favourable situation is that the compo-
nents of the sample are independent and (approximately) normally distributed 
(Serra, 2004). In this study the values of the basic sample represent actual returns 
on stocks (Ri,t). On this basis I then calculated abnormal returns (ARi,t) which rep-
resent upgraded sample. The fulfilment of the assumption of independence is 
extremely difficult to justify in practice, so here I will assume it for simplicity. 
However, I have explored the normality assumption in more detail.

The estimation period in the event study also covers an important event of the 
coronavirus outbreak in Europe, which shook the financial markets (section 4.2). 
Due to the large impact of the outbreak on the stability of the estimation period, I 
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96 excluded this event from the stable period (but not from the estimation period) 
since the parametric tests are based on the estimation period. Thus, the stable 
period is the time interval [-250, -50].

The histogram of average abnormal returns in the stable period indicates a devia-
tion from the normal distribution. This is also confirmed by the measures of shape 
– skewness and kurtosis. The skewness value is 0.4301, and the value of kurtosis 
equals 1.0791. None of the three tests: the Jarque-Bera test, the D’Agostino-Pear-
son test and the Anderson-Darling test, rejected the hypothesis of the normal dis-
tribution. However, due to the financial nature of the data, I suspected that there 
might be a possibility of heavy tails (Brown and Warner, 1985), which occur com-
monly in finance.  

A heavy-tailed distribution is a distribution whose tail falls toward zero slower 
than the exponential function. In general, heavy tails show a deviation from the 
normal distribution cause by extreme events. The heavy tail is indicated on the 
intervals (-3, -1) and (1, 3) on the primary axis of the theoretical quantiles. 

I approached the problem of heavy tails with non-linear data transformation with 
a generalised iterative method of moments (IGMM). This transformation results 
in the skewness value closer to zero and the kurtosis value closer to three (Lam-
bertW, 2020). After, I checked the normality again with standard normality tests 
and by plotting ‟Q-Q Plot” (figure 9).

Figure 9
Q-Q Plot of the transformed average abnormal returns in the stable period
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Source: The Bloomberg Terminal.

The heavy tail on the interval (-3, -1) has almost disappeared, and a minor change 
is also noticed on the interval (1, 3). To perform the above-mentioned transforma-
tion, I have used the LambertW software package in R. The parametric two-sided 
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97t-test was then performed on the transformed data. The t-test tests the null hypoth-

esis H0 versus the alternative hypothesis H1:

 H0: μ = μ0 and H1: μ ≠ μ0,

where the value μ0 is taken from the stable period. Thus, the null hypothesis is that 
the mean of the average abnormal returns in the observation period equals the 
mean of the average abnormal returns in the stable period. 

Moreover, the null hypothesis that the median of the average abnormal returns in 
the observation period equals the median of the average abnormal returns in the 
stable period is tested by the nonparametric sign test. This means that the number 
of negative average abnormal returns is equal to the number of the positive aver-
age abnormal returns:

 H0: Me = Me0 and H1: Me ≠ Me0,

where the value Me0 is the median of the sample of average abnormal returns from 
a stable period. 

The values from the stable period are real and are not transformed, as in the case 
of the t-test. The key difference between the sign test and the t-test is that the 
results of the sign test will also reveal information about the statistical significance 
of the negative or positive average abnormal returns since the sign test takes into 
account the sign of the difference of the observations from the median.

Since the sign test takes into account only the sign of the differences of the obser-
vations from the median, I also performed the Wilcoxon signed-rank test, which 
considers the size of the differences of the observations from the median. The 
hypothesis tested is that the number of negative average abnormal returns is equal 
to the number of positive average abnormal returns:

 H0: Me = Me0 and H1: Me ≠ Me0,

where the value Me0 is the median of the sample of average abnormal returns from 
a stable period. 

Additionally, I conducted a parametric t-test to test the hypothesis that the mean 
of the CAAR in the observation period is equal to the mean of the CAAR in the 
stable period

 H0: E(CAAR) = E(CAAR0) and H1: E(CAAR) ≠ (CAAR0).
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98 5 RESULTS AND DISCUSSION
I conducted an event study on a sample of 33 European insurance companies. The 
abnormal returns of individual insurance companies in the observation period are 
presented in table 2. On average, the number of days in the observation period 
when negative abnormal returns were observed in 5 days, which is less than half 
of the days in the observation period. The most negative abnormal returns (in 10 
out of 11 days) were indicated in case of Hiscox (UK). By contrast, Vienna I. G. 
(Austria) and KBC I. G. (Belgium) had zero days when the abnormal returns were 
negative. Since Vienna Insurance Group and KBC Insurance Group are some of 
the largest insurance companies in Europe, suspending discretionary dividend dis-
tributions in order to absorb the shocks for this insurance company was not neces-
sary. The companies and their shareholders were confident of enabling smooth 
payment of the claims during the crisis. In case of Vienna Insurance Group this 
was later confirmed, as they paid out all dividends. 

Moreover, I have compared the behaviour of the stocks in the sample that pay sig-
nificant dividends to those that pay little or nothing. The analysis shows that higher 
values of abnormal returns were observed in case of insurance companies that pay 
significant dividends (dividend yield is more than 4%). As expected, lower abnor-
mal returns were observed in other insurance companies with a dividend yield under 
4%. It is intuitively clear that shareholders expecting higher dividends would be 
more concerned about the issued statement, than those expecting lower dividends.

Furthermore, it is important to stress that the most significant divergences of 0 
abnormal returns were positive abnormal returns. The highest positive abnormal 
returns exceeded the limit of 7%, mostly on days -5 and -4. The majority of the 
insurance companies with such results were from the UK. Many UK investors 
poured billions of dollars into insurance companies at that time because they 
thought that the pandemic would ultimately prove the catalyst that ends a period 
of low returns for the industry. Their belief was that the claims incurred during the 
pandemic would not overwhelm insurance companies. Yet, those claims might 
allow insurance companies to justify price rises for new policies (Ralph, 2020). It 
is important to bear in mind that the abnormal returns calculated might not be 
statistically significant, which means they could be random. Thus, the perfor-
mance of the following statistical tests is crucial.

The values of t-test statistics are the lowest on days -2 and -1 (table 3). The reason for 
this might be that the majority of European MS responded to the statement issued with 
delays (section 4.1). For the majority of MS, EIOPA issued the statement a few days 
before day 0, and with a delay of a couple of days, the national regulators responded. 
The results are not statistically significant. Therefore, the hypothesis that the expected 
value of average abnormal returns in the observation period is equal to the expected 
value of the average abnormal returns in the stable period can be rejected. Hence, we 
cannot reject the null hypothesis that the issued statement doesn’t affect stock prices of 
insurance companies at the 0.05 significance level. 
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101Table 3

T-test

Day t Test statistic T p-value
-5 1.95 0.060
-4 1.95 0.060
-3 1.55 0.131
-2 -1.40 0.170
-1 -1.29 0.206
 0 0.07 0.948
 1 1.84 0.075
 2 -0.81 0.423
 3 -0.95 0.351
 4 -0.95 0.351
 5 -0.95 0.351

As data from the stable period was transformed (section 4.6), two more nonpara-
metric tests were performed to justify the robustness of the t-test results. Again, 
the values of nonparametric sign-test statistics are the lowest on days -2 and -1 
(table 4). The null hypothesis that the median of the average abnormal returns in 
the estimation period is equal to the median of the average abnormal returns in the 
stable period cannot be rejected at the 0.05 significance level. Therefore, we can-
not argue that the number of negative average abnormal returns doesn’t differ 
from the number of positive average abnormal returns. 

Table 4
Sign test

Day t Test statistic R p-value
-5 19 0.080
-4 19 0.080
-3 21 0.728
-2 13 0.296
-1 14 0.163
 0 17 0.728
 1 22 0.296
 2 17 0.728
 3 18 0.080
 4 18 0.080
 5 18 0.080

To complement the sign test, I performed a nonparametric Wilcoxon test (table 5). 
The results are not statistically significant. Thus, we cannot reject the null hypoth-
esis that the median of the average abnormal returns in the observation period is 
equal to the median of the average abnormal returns in the stable period at the 
significance level of 0.05. Furthermore, we cannot reject the proposition that the 
number of negative average abnormal returns equals the number of positive aver-
age abnormal returns. 
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102 Table 5
Wilcoxon signed-rank test

Day t Test statistic R p-value
-5 -1.68 0.093
-4 -1.68 0.093
-3 -1.61 0.108
-2 -1.64 0.101
-1 -1.47 0.144
 0 0.00 1.000
 1 -1.86 0.063
 2 -0.46 0.646
 3 -0.64 0.525
 4 -0.64 0.525
 5 -0.64 0.525

The alignment between the statistical significance of the results is noticed, since 
there is no statistical significance at all. The results of the t-test suggest that the 
issued statement did not have an impact on the share price of insurance compa-
nies. Moreover, according to the sign test, we cannot claim that the number of 
negative average abnormal returns is different from the number of positive aver-
age abnormal returns. Lastly, the Wilcoxon signed-rank test confirms both – the 
sign and the t-test. 

As mentioned in the previous section, a parametric t-test was conducted to study 
the reactions of the insurance companies selected. I have tested whether the 
expected CAAR of each insurance company was equal to or different from the 
expected CAAR of this company in the stable period. In almost 60% (19 cases 
among 33) the hypothesis cannot be rejected. However, it is important to mention 
three European MS: Finland, Belgium and The Netherlands, all with the p-values 
below 0.05. Insurance companies from these MS have the highest dividend yields 
(above 4%) and the greatest absolute values of CAAR resulting in statistical sig-
nificance and the possibility of rejecting the hypothesis for those companies. Yet, 
as stated, the hypothesis cannot be rejected in the majority of cases. Thus, the 
expected CAAR of each insurance company is equal to the expected CAAR of 
this company in the stable period at the significance level of 0.05. 
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103Table 6

T-test for CAAR

Insurance 
company p-value Insurance 

company p-value Insurance 
company p-value

Uniqua 0.367 Allianz 0.007** MAPFRE 0.006**
Vienna 0.011* HDI 0.054 Admiral 0.727
Ageas 0.006** Nuernberger 0.168 Aviva plc 0.746
KBC I. G. 0.002** Aegon 0.017* Direct Line 0.220
Sampo 0.003** NN 0.034* Hiscox 0.022*
AXA SA 0.007** GJF 0.659 Phoenix 0.360
COFACE 0.263 Storebrand 0.018* Prudential 0.912
SCOR SE 0.013* PZU 0.856 RSA I. G. 0.569
Metlife 0.953 Sava Re 0.990 Saga 0.116
Generali 0.106 Triglav 0.647 St James Place plc 0.478
Unipol 0.021* GCO 0.209 QBE 0.120

*p<0.05, **p<0.01, ***p<0.001.

Since Jakubik, in his article presenting the source literature, performed different 
statistical tests than the ones presented in this study, it is very difficult to compare 
the results. However, Jakubik’s conclusions align with mine. The null hypothesis 
that the issued statement does not affect stock prices of insurance companies could 
not be rejected either by my results (the observation period is 11 days long) or by 
Jakubik’s results (the observation period is 13 days long). 

Similar conclusions have been drawn in the banking sector. Giese, Haldane and 
Jakubik (2020) stress the crucial importance of financial resilience for the econ-
omy, for example, in the form of buffers of capital and liquidity. Without a strong 
and flexible prudential regulatory regime, financial resilience would be outstand-
ingly lower. Similarly, their study confirms that regulations did not have a signifi-
cant negative impact on the share prices. Likewise, in the year 2020, no European 
insurance company following EIOPA’s recommendations encountered liquidity 
problems, suggesting strongly that the issued statement fulfilled its purpose with-
out undesired side-effects.

This research, however, is subject to several limitations, especially methodologi-
cal. First, the issue of sample bias must be addressed. As I had limited access to 
data, my sample (consisting of 33 European insurance companies) does not fully 
reflect the general population of European insurance companies. The sample would 
be more random and the results more robust if the sample size was larger. Second, 
prior research that is relevant to my article is quite limited as there is little research 
analysing the regulator’s statements in the insurance sector on stock prices. How-
ever, prior studies have analysed the impacts of EIOPA recommendations on pen-
sion plans and products in the conditions after the economic crisis (Bejaković, 
2020). I believe that my finding is still reliable and valid despite these limitations. 
A possible way to overcome some of these limitations in future studies is the use of 
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104 various methods, not only the event study. One of the possibilities could be the 
analysis of covariance (Hogan, 1996) or latent variable model (Acharya, 1993).

6 CONCLUSION
In recent decades, the need to analyse financial market response to disclosures of 
important information has been growing. For financial market participants (inves-
tors), such analyses are useful because they enable more accurate forecasting of 
market movements and consequently the choice of less risky or more profitable 
investments. The financial market response to disclosure has already been the 
subject of much research. However, there is relatively little research conducted on 
the effects of regulatory statements. Most studies conducted in the field focus on 
the banking sector; the number of those analysing the insurance sector is almost 
negligible. The article, therefore, represents an important contribution to this 
evolving field of financial governance. 

The findings of this article are useful for regulators and investors as they demon-
strate the effects of regulatory statements on financial stability. Hence, the article 
shows that insurance regulators should in future put their trust in the economic 
theory that market investors make a rational assessment focusing on long-term 
rather than short-term profit. Therefore, regulators in the European insurance sec-
tor can take drastic measures in order to ensure financial stability without any fear 
of a severe fall of stock prices. Which is of course not the case in all economic 
sectors. Furthermore, from the investors’ perspective, an investment in the Euro-
pean insurance sector is a great addition to any investor’s stock portfolio. As pre-
sented in this article, the insurance business has the potential to produce excellent 
long-term returns, since this business works well in strong economies, during 
recessions, etc. This is so because of a specificity of the insurance sector as such 
and because of a strong and engaged regulator protecting the financial markets 
even during the pandemic.

The COVID-19 pandemic negatively affected the solvency of insurance compa-
nies and consequently increased the vulnerability of the economy. The pandemic 
is essentially predominantly a public health crisis, which rapidly spiralled into a 
full-blown economic crisis. However, it is important that it does not develop into 
a financial one too. As EIOPA stressed, the purpose of the released statement was 
to maintain a high capital adequacy ratio. This would enable smooth payment of 
potential claims during the crisis. However, proactive regulation could also have 
a negative impact on the value of equity, i.e., share price, which would deter 
potential new investors in the insurance sector. One should bear it in mind that 
EIOPA’s release of a regulatory statement affected not only the insurance sector 
but also the economy as a whole. The statement requesting insurers to suspend all 
discretionary dividend distributions interrupted the cash flow in the economy.

In this article, I examined the impact of the released regulator’s statement on the 
share prices using the event study methodology on a sample of 33 European 
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105insurance companies. Empirical results showed that the negative effects observed 

immediately after the release of the statement are not statistically significant. The 
robustness of the results is confirmed by several statistical tests – parametric and 
nonparametric. I can therefore provide an answer for the research question stated 
at the beginning of the article and conclude that the statement requesting insurers 
to suspend all discretionary dividend distributions and share buy-backs aimed at 
remunerating shareholders did not precipitate a fall in stock prices of listed insur-
ance companies. The finding is consistent with the economic theory that investors 
make decisions relatively rationally and maximise long-term profit. The issued 
regulation thus contributes to ensuring the financial stability of the European 
insurance sector, offers support to the real economy and indirectly enables a faster 
economic recovery.

Disclosure statement
The author declares that there is no conflict of interest.
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