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< Durations at different interest rate levels >
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<Increase in surplus volatility due to interest rate changes>
— Liabilities
—— Assets
i Generally, liability duration exceeds asset
@ duration (steeper slope)
2 \‘\ Llab|I|ty convexity is larger than asset convexlty
= ™ o N Options and guarantees embedded in
g e R liabilities further increase the convexity
& o B ® \\ » Callable bonds, mortgage, fixed loans reduces
2 SR convexity
@
<
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< Reduced Surplus afterinterest rate decrease >

PL/OCI
or
PL/CSM

Decrease in surplus due to
duration gap

Dependingon
accounting model

BEL
Underlying
Assets RA
CSM
General Model (GMM) EIR for liabilities should be recognized as P&L. The rest

can be recognized in P&L or OCl| depending on the
accounting choices for assets (FVOCI or FVPL).

Variable Fee Approach (VFA)  Financial riskadjust CSM. But, there is an option to
recognize the hedged portion in P&L.
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Crediting Frequency
* Monthly / Annual/ Longer term (i.e. 3 years)

Indextypes
* Benchmark Indices: S&P 500, DJIA
* Proprietary Indices: MSCI World, Barclay Bond

Crediting Mechanism

* Point-to-Point(PTP): Return between BOP and EOP

= Average (AVG): Average return between BOP and EOP

* High WaterMark (HWM): Highest return between BOP and EOP

ol & &0, S&P 5000 AFE+= Alxt= A 11.2% 33 0% sS4

5o bt sh 29)o] AjgtE 2R, 7] TRt o] i

St “Don’ t lose, Don’ t lose, Don’ t lose” 9212 Ayt T35t Hal R g ]
E (@]

z
70| A O FFH, S A7 §olota, slA] =&



QUL|A

— oM T My
B SN K o o < = AF waﬂ WMTME
= 0% N- = T o gy ﬂjﬂﬂwﬂ :%n#‘_w_du o N =
p T oo o m o <F - e m o <] S T T T
ﬂﬂﬁﬂmmommﬂuh ﬁMma T A T & oo
A = M. ) AL :
ey o " ,A, ~ %0 T A < ol ) ﬂﬂl © rE b W W o
o B E R oW T X R oar < B S5
L o T w MM s op N 1
T 5 @ M ooz D = o I I
dp W o H g O of PR =7 Gl No &% R gn o
NG Al w0 Lok mp — < [ . o
T N O AL Ak s o) — < 3 o R0
— Po - K R 2 5 —~ m HF B = 2
J| M o T o o %o I < . Mmoo e & B
ardl ﬂﬂ = AT E_E ™ _.;o =~ O,._ 1Dl 8 %0 \ ] EE ]
o M oF Bl — 5 o rFAEn) NS ® i = ojpy ol
T T <[z N o~ — X oo =
O o o oMy oy A W o7 %W%] o - X uqonmumamy
5 G - S AR T o R [
TW WO e Pl % pH T OB D i
& 8O T 700 N oo % Mn.v_.T o) = = ol HL o = ) T WO N i}
= —_— = ) o — AN _
TR LR ETEE LN TwE o @B+ 2 Bhox 3
HWW%%W%& w L § oo <l éwﬂﬂﬂ
[ o) ) -— - _ — - “J.JI ) E
cerRFE P A TIEFE < Ip Moo ¢y A
TeEelEy Peohk RS OM ZoEw 5
il O I N TN o 3 wows g
IR ETeTL Tl L Do ¥ OFETEC
5 W5 e as _L.w A= mw ® B b e TR 4 fe 3
o B R L fag P HETAT mgp 8 oo gl
- B A EE W om o T R oo M X g M 2
HH RS Wmom o o = ™ b O = = T T rl — Ny 2
. ) B PN o AKX o oo o mwe m S LIPS
- Y —_ < =] f ) ! )
a o x X O WeEw o o A o ™l
- K ® X X Ko _ [ ) &E Hin mﬁ m‘_ = X0 =] m o< N % ol
y T o MR oo g W TR B = Mo = g o
= m T gy oy o P oo X Rl o X oA
W = % { W o o 3 G = o T XO N <! o pp N- b.:



