
 

 

 

Pre-Pay / Discount Purchase Methodology 

NAIC staff has decided not to implement voluntary prepayment and discount purchase assumptions (the 

“PP methodology”) in our modeling framework.  The main rationale is that any benefit of the PP 
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Review of CRP methodologies: 

 

Staff has also reviewed CRP methodologies to determine the amortization and discount purchase 

assumptions.   Our review has concluded that there are only a few references to the concerns covered by 

the PP assumption.  Where they exist, the CRP criteria err on the conservative side of assumption setting 

– with fixed amortization schedules and no discount purchase par building.  This comports to the 

recollection of NAIC staff who worked on CLOs in their former jobs at CRPs (Moody’s and S&P). 

 

The summary of our findings is in the Appendix.  We realize that we may have missed something and 

welcome interested parties to provide references to published CRP methodologies/ Criteria.   

 

Regulators have expressed the view that NAIC modeling should not be systematically more aggressive 

than the CRP allow for their own ratings.  As a result, this finding argues against implementing the PP 

assumptions.  

 

Conclusion: 

 

Staff appreciates all the responses we have received from regulators and interested parties.   We would 

like to specifically thank the ACLI for their well thought out proposal.  This consultation has resulted in a 

number of conversations that we hope continues as we work on the next stage – scenario setting. 
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DBRS Morning Star 

¶ Methodology: Cash Flow Assumptions for Corporate Credit Securitizations as of Feb 
2023 

¶ Methodology: Rating CLOs and CDOs of Large Corporate Credit as of Feb 2023 
 

Fitch 

¶ CLO and Corporate CDO Rating Criteria as September 8, 2022  
 

KBRA  

¶ Structured Credit Global Rating Methodology as of November 19, 2020 
 

Moody's 

¶ Moody’s Global Approach to Rating Collateralized Loan Obligations as Dec 21, 2021 
 

S&P: 

¶ Criteria | Structured Finance | CDOs:Global Methodology And AssumptionsFor CLOs 
And Corporate CDOs as of Dec 21, 2019 (updated Dec. 20, 2021) 

¶ Guidance | Criteria | Structured Finance | CDOs:Guidance: Global Methodology And 
Assumptions For CLOs And Corporate CDOs as of June 21, 2019 (updated on Oct. 14, 
2022) 
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