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Food For Thought1
CAMELS vs. SIMULS
There was an interesting article2 in the WSJ today about bank regulators’ use of a long-known
mnemonic dubbed CAMELS to assess the overall financial solvency of a bank / financial
institution. Briefly, CAMELS is a 5-point rating system (with 1 being strong and 5 being weak),
that is used by bank regulators to assess six components of performance for a bank / financial
institution. While, we are not aware of a similar process used by insurance regulators for their
risk-focused examinations, the table below is an attempt to map the six components used in
the banking industry to their conceptual equivalents in the insurance industry.
Banking
Component

C
A
M
E
L
S

Insurance
Component

Capital Adequacy
Asset Quality
Management
Earnings
Liquidity
Sensitivity to market risk

S
I
M
U
L
S

Surplus
Investments
Management
Underwriting
Liquidity
Sensitivity to market risk

As shown in the table above, the conceptual equivalents for insurance regulators would be
Surplus, Investments & Underwriting, with the other three concepts of Management, Liquidity
and Sensitivity to market risk essentially staying the same. While the resulting mnemonic of
SIMULS is probably not as easy to remember as CAMELS, it’s a concept that is worthy of
further consideration, in our opinion.
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