Generator of Economic Scenarios (GOES) (E/A) Subgroup Exposure: Due 11/14/24

The GOES (E/A) Subgroup requests comment on the following questions. Please see the
attached presentation for more information, along with the excel tool included in the
exposure for more information.

SERT Scenarios:

1. Should an adjustment be made to the threshold for passing the SERT scenarios, or
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GOES (E/A) Subgroup:
SERT Scenarios (Cont.)

and Scenario Selection

October 16", 2024




Agenda

1. SERT Scenarios and DR
2. Scenario Selection

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS



Field Test Participant Feedback:
SERT Scenarios and DR



e
SERT Scenarios

» Recalibrate the SERT scenarios to be less extreme; Consider increasing the SERT passing threshold above
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I
2024 Field Test Participant SERT Results, continued

» For the Term and ULSG reserving categories, when the model segment that is failing in the baseline is
removed:
» the average SERT ratios go down significantly.
» the average SERT ratio is never above the passing threshold.
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I
2024 Field Test Participant SERT Results, continued

« 87% of the field test participants’ model Frequency of Passing SERT by Field Test Run
segments passed the SERT in their baseline All VM-20 Reserving Categories
YE23 run with a 6% threshold. This number
dropped to 77% for the FT1 YE23 scenarios. Frequency of Passers at Different Thresholds
Increasing the threshold to 7% brings the Hoo%
participant passing rate back up to a similar 90%

would pass using the FT3 starting yield
curve and AIRG SERT scenarios.

* Question: Should an adjustment be made ||| |‘| ||| ‘||

to the threshold for passing the SERT 0% _ o
. - . Baseline GOES 12/23 Low Rate Shock Up Rate Shock Normal Curve Alt. Initial Yield
scenarios, or some other modification? Curve Fit

6% m6.50% mM7% m7.50%

20%

10%

level. 80%
» 58% of the FT3 (Up Rate Shock) field test oo

participant model segments passed the

SERT at the 6% threshold, increasing to up oo

to ~80% if the threshold is increased to 20%

7.5%. Note, we do not have comparative 40%

data on the frequencies of participants that 30%
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DR Scenario
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Scenario Selection

Excel-based Scenario Selection Tool Used in 2024 Field Test:

 For the 2024 GOES Field Test, an excel based scenario selection tool was utilized
by participants to determine their scenario subsets from the 10k set.

e The tool is able to select scenario subsets based off of the 20-year UST
significance measure or equity GWFs from the Large Cap fund. Both values are
calculated from the relevant scenario set by Conning and included as a separate
Input for use in the tool.

 As currently configured, the tool allows the user to select any number of
scenarios up to 1,000.

e The user can also specify whether spot rates, coupon yields, or both should be
output.

Question: Does this tool meet the needs of regulators and the industry?
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