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Abstract

The most important purpose of the implantation of EU solvency II is to set up a scientific and efficient framework of insurance compa-
ny solvency management, in order to enhance the European insurance regulation efficiency. In the EU solvency II system, a new model
for the calculation of the capital requirement internal model is provided. Therefore, whether the accuracy of credit risk correction is
sufficient is the main aim of this paper. This paper will compare and study this new calculation method of capital demand, and estimate
the expected default rate of insurance companies by KMV model, in order to obtain the effectiveness of the internal model used in EU
solvency II.
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