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1.5. Compliance with MCEV Principles

MCEV results were calculated in accordance with the calculation methodologies and assumptions prescribed in

the MCEV Principles. Areas of non-compliance with individual Principles and Guidance in the MCEV Principles embedded value

are as follows: F'ﬁi;%%gél\ﬁ’\j RN 7"—\\ Y, l\‘ o

Tyl a—

* MCEV results were derived by using Japanese Government Bond (JGB) yields as reference rates for risk free
rates rather than swap rates as stipulated in the MCEV Principles.

e MCEV results in this report are solely for the life insurance business written by Himawari Life, and they are not
the consolidated results of the SOMPO Group. The MCEV results do not reflect the life or non-life insurance
business written by any other insurance companies within the SOMPO Group.

* Group MCEV. as prescribed in the MCEV Principles, is not considered in this report, as the report is for
Himawari Life on a standalone basis.

1.6. Use of JGB yields as reference rates for risk free rates

MCEV Principles stipulate that swap rates should be reference rates as a proxy for risk free rates, but a more
appropriate alternative such as government bond yields can be used if swap rate availability is limited.

We considered ideal attributes of reference rates discussed for EU Solvency II (no credit risk, reliability, liquidity,
and others) and concluded that it is more appropriate to use JGB yields.

IR ¥ /¥ :”Disclosure of Market Consistent Embedded Values as at March 31,2021”

MCEV : market consistent
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Smith-Wilson method

Smith & S. Wilson (2000) Fitting yield curves with long term constraints. Unpublished

manuscript.
Florian Gach (2016) NOTE ON THE SMITH-WILSON INTEREST RATE CURVE.

International Journal of Theoretical and Applied Finance Vol. 19, No. 7 (2016)

P(t) = e~UFR 4 z BiW (t, 1)
J

W(t, u]) _ e_UFR.(H.uj) . ((Z . min(t, u}) —05- e—a-max(t,uj) . (ea-min(t,uj) _ e—a-min(t,uj)))

o0 d 2 oC d? 2
minimize a‘l/ (E[efxtP(t)O dt+(1_3/ (ﬁ[ef"tp(t)]) dt
0 0 dt

over P(t), t>0,

under the constraints

P(0)

|
—_

M-

(:jlp(Uj) ="

<
I
A

CinP(1;) = V.

M-

<
Il
o
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“YieldCurve” GC®DNelson-Siegel parameter & JGB
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“YieldCurve” GC®DNelson-Siegel parameter & JGB
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Premium Reserve , Endowment insurance
issue age=50

1996/5/14 Nelson-Siegel model
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= : Nelson-Siegel model paramaters
é o . beta_© beta_1 beta_2 lambda
S g _: 1996/5/14 4.401427 -3.620544 -4.5842736 0.8966357
5 ; 1998/5/25 2.812962 -2.467387 -2.8472680 0.3985108
g —E 2002/6/14 2.816843 -2.487179 -4.5358514 0.4483072
E ! 2006/7/7 2.828340 -2.508682 0.0527895 0.2758998
E § . 2010/8/6 2.273211 -1.749766 -4.1090995 0.4483072
o | 2014/9/1 2.499830 -2.304382 -3.5319757 0.2241687
lI 2018/10/1 1.587841 -1.645564 -2.2841558 0.1887807
ﬁﬁﬁl}ﬁ{%l}ﬁ*ﬂ . 2022/6/16 1.720290 -1.825722 -1.9975417 0.2109684
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1998/5/25 Nelson-Siegel model
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beta_© beta_1 beta_2

1996/5/14 4.401427 -3.620544 -4.5842736
1998/5/25 2.812962 -2.467387 -2.8472680
2002/6/14 2.816843 -2.487179 -4.5358514
2006/7/7 2.828340 -2.508682 0.0527895
2010/8/6 2.273211 -1.749766 -4.1090995
2014/9/1 2.499830 -2.304382 -3.5319757
2018/10/1 1.587841 -1.645564 -2.2841558
2022/6/16 1.720290 -1.825722 -1.9975417

0
0
0
0.
0
0
0
0
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2010/8/6 Nelson-Siegel model
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Nelson-Siegel model paramaters

beta_© beta_1 beta_2 lambda
1996/5/14 4.401427 -3.620544 -4.5842736 0.8966357
1998/5/25 2.812962 -2.467387 -2.8472680 0.3985108
2002/6/14 2.816843 -2.487179 -4.5358514 0.4483072
2006/7/7 2.828340 -2.508682 0.0527895 0.2758998
2010/8/6 2.273211 -1.749766 -4.1090995 0.4483072
2014/9/1 2.499830 -2.304382 -3.5319757 0.2241687
2018/10/1 1.587841 -1.645564 -2.2841558 0.1887807
2022/6/16 1.720290 -1.825722 -1.9975417 0.2109684
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Duration
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Nelson-Siegel model paramaters

beta_© beta_1 beta_2 lambda
1996/5/14 4.401427 -3.620544 -4.5842736 0.8966357
1998/5/25 2.812962 -2.467387 -2.8472680 0.3985108
2002/6/14 2.816843 -2.487179 -4.5358514 0.4483072
2006/7/7 2.828340 -2.508682 0.0527895 0.2758998
2010/8/6 2.273211 -1.749766 -4.1090995 0.4483072
2014/9/1 2.499830 -2.304382 -3.5319757 0.2241687
2018/10/1 1.587841 -1.645564 -2.2841558 0.1887807
2022/6/16 1.720290 -1.825722 -1.9975417 0.2109684
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A Global Framework for Insurer Solvency Assessment

Research Report of the Insurer Solvency Assessment
Working Party INTERNATIONAL ACTUARIAL ASSOCIATION

HIERRE

3.13 The method of liquidating a failed insurer is a principal consideration in determining
regulatory capital. In many cases, the preferred method will be to have another insurer, or
several insurers, assume the failed company’s insurance portfolio. In this case, the primary
goal in setting a regulatory capital requirement is to ensure there will be sufficient assets
on hand in the company’s estate so that another insurer will accept these assets as
payment to assume the business. In its work, the WP has assumed this is the course that
would be followed in the event of an insurer’s failure.

4.3 Total Balance Sheet Approach

4.13 As described in the previous section, the application of a common set of capital
requirements will likely produce different views of insurer strength for each accounting
system used because of the different ways accounting systems can define liability and
asset values. In the view of the WP, these definitions may create a hidden surplus or
deficit which must be appropriately recognized for the purpose of solvency assessment.
4.14 The WP believes that a proper assessment of an insurer’s true financial strength for
solvency purposes requires appraisal of its total balance sheet on an integrated basis under
a system that depends upon realistic values, consistent treatment of both assets and
liabilities and does not generate a hidden surplus or deficit
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3.13 The method of liquidating a failed insurer is a principal consideration in determining
regulatory capital. In many cases, the preferred method will be to have another insurer, or
several insurers, assume the failed company’s insurance portfolio. In this case, the primary goal
in setting a regulatory capital requirement is to ensure there will be sufficient assets on hand in
the company’s estate so that another insurer will accept these assets as payment to assume the
business. In its work, the WP has assumed this is the course that would be followed in the
event of an insurer’s failure.
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Wiley Series in Probability and Statistics

PRICING
INSURANCE RISK

THEORY AND PRACTICE

STEPHEN J. MILDENHALL
JOHN A. MAJOR
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Pricing Insurance Risk: Theory and Practice (Wiley Series in Probability and
Statistics) 2022/6/15
Stephen J. Mildenhall , John A. Major

https://www.convexrisk.com/pirc/Modern Approach to Pricing 20211109.pdf 43
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Logic and Foundations
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The Actuary is the Best Job

The Best Job

The actuary has been rated the Best Job in America by the Jobs Rated Almanac. The recognition as best
job has now been given to the actuary in two out of enly three editions of the reference book! The book,
edited by Les Krantz and published by World Almanac, ranks the top 250 professions on several criteria

Although the career didn't score top in any one of the criteria its overall ranking was top. This is how the
actuarial career scored

1. Environment (ranking 2): Office work with computers. Approximately 45 hour work weeks, longer
during busy periods. Contact with statisticians and insurance sales personnel

2. Income (ranking 29): Starting $34,000. Mid-level $70,000. Top $132,000. Growth potential 288%

3. Outlook (ranking 51): Employment opportunities will remain good for the next decade. Continuing
diversity among types of insurance will stimulate growing demand for actuarial services. Actuaries
are nat likely to be laid off during a recession

4. Security (ranking 27): Employment prospects expected to increase faster than average.

5. Stress (ranking 6): Use of statistical data means constant attention to detail is necessary. Calculations
must be precise and large quantities of data must be analysed

https://Isa.umich.edu/math/research

financial-and-actuarial-mathematics/the-actuary-is-the-best-job.html
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