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Bottom up vs. Top down - Are they really equivalent?

Possible discount rate range

Bottom up

Risk free term structure

{long duration Govt. Bonds

are usually available) Adsjmnt. for
Iiquidity
{marketable vs.

non-marketable)

SN DIPYN YV NN PENDIVDPR WIATNY PIWY )0 DY PIR DY wy Moan mhn
MNI Yy DD NNIRD DPRIPY 0’317 D°ANNA NN DY .DPNWa N9%IN MDY 1ayn
NPNOWNN 1IN MINNI INDN Y9101 PPNy DPPNY 931, MmNt NPISN SW Imynwn
MY’y NRAY LIV NN YW PO’ DM MIPNN INIY DRI - DPTNY DNIM
DRI J9INA 12103 NP OHPND

TIRD 7PNID NODINY IPONNND APTINN 22 XY 2, MPN- R NaDIiNY yan Y53
D217 DA INY DM INWD DRWYI D91 XY DD MA7 DRyay o3 1nv
DN’ INDNY MY DN MR YW IRNWIN DY ,5WNY 77 .00% N0 NN 2Yya oo
- ynwn - 191 N%1 MY MPNNN NNRMN MRNOND MMYI JPRY 1IN MNIRD
,MPWRN MIPY2 NMIDDY IWRA PO 1MA) MINRT NN NNPP WX MO*a MA’NND
oW D251 °NYa DI NYPWN MYNNRI NIL 1718 NITRN NPNY PONRD NN
IXT,NANINY) W NN PIAYNI R22DN PPN NYY MYRNKRI M NNNN IR TINRD D) IR
.(JPnY 792 pyv D)

NI0N P20 DIPY DTN IWRND NP 2OP?ID 157 NN MPHIN- R NTHNR 7D
AN P LMY ORY DPYRONIVIO ATHR MDY 190N PY’,DININY L.1D1IN NIDN
,)2°0DN NNI2 D°2aPNn DN °NYA DD DPND 02021 PA XYW IY9 MYNNNA
PN NN MRNIN MP YN NIRD MOWAN PIN .MANPN MIRND MYNNNRI IR
23,1789 IR TIY P YTRN 2902 MYND IPDN’ DXNMIND NNV IR PO 1M1
W 3 P2YY Ty ,(BC 195 D2 IRI) INTNRY PNNTIND WIAPHN 1NN YINI 1PN
M2NN R 170792 MON»PNNY "YAsSN 2995”7 R DNDMP 19 DY 0I5 . MNIPY NINON
0.5% 2°20 MY MANPN (MRIN) M1 °R NPNINT NP0 HNXIY A HNPN, D) 19X
;0.3% IN

Top down
P
|
d-“+
Py |
2 =t Portfolio Selection
f_,--"”’ [equities,investments

properties, credit rating)

Term structure and duration

adjusments (regression, etc.)

Other adjusment

(LGD/PD estimates, ratings, etc)

& £ L o1 Tinyn wnn

w901 D380 )pNn YW 120110 1279 BC200-201 9’yD 1130790 Mo an m»Harnnmn
asset-based) mannn NMI»NNNN NTTNY NN DOIN 7’0 2590 P2 "3y’n D
D2INNIN NN PN WP PR IWRD TN, 1IP0I RN INY PR ,(discount rate

.ASU-2018-12 5w 72011 1275 BCé1 YD N300 D) RN M7 M2 D727

1923 ,09NR IMTH RNDPY NP0 IRIND NN 19X 1PND YW 11 Ay ap Nnwad
NATYN) NNY 02230 02053 3597 YV33 79,7137 NNN YW NNY DTRRY wanY 1770 Yunh
Y NYNINY ORIN R I3 1PIPY 23 NI ,GDN DN NYPYN 11D APYIN (INY N2°D
ARIWNI W'Y DY TIWR ,(TAS) 19 9901 IINDI2 MNNIWN 1PN 1133 ,0°INR DIPN
- High Quality Corporate Bonds - 023 m>'x mbya nyaIsnp 2 mHx Yy
2y Mavn Yy prad

US -1 INMH7Y 272700 DIDI9N P22 1700 P2 20710 LN IARNN NNYPY NTIYN R DY
DIPY YW ATNRY DM’ NPIIND MmN 1171 DPMNN D970 D’ *d JN°) ,GAAP
1PN 03 IR L,PIY ONMIA WNYYY ITPMYNWNN MNTRNNN R DY 75 908y RN
VINN 951 ,0792 )PPIN NYY NYIAP 19IRY DA NYT NPPWY AN DIpNn PN Ty
DY ONY POV JPRN ,INIWD NN IPRY MNP NNNY

,9955,802 yDa NIV 1 NYwa - Bottom up-n nvYW ('R)
'R NI PI2 NORMN IR )NPD NION 7727 MW iy nwy)
™Y MY 55 1171 .mean nmaennn Yw (illiquidity) mohn
SWap 1N 115 D0 NIAYNI MNINM NPAXN YY DDIAN 12O NIDN
SW YINNN 07NN TWN 23, N ¥ Nrnvwnn 1IN MNX DY DRI
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2P0

VLIFRS 17-1 Top-down-n nwia pran Myw NTNR 21D DINKN 1900 YW 17PPD
:D°9D1 DYDIYY NN 190N DIY’,9YY DIONMNN DPWPY 1ayn 0 Noyn

7’1 20 Yy ,MLY NION2 PR IR (term-structure) 1910 NRIWND DIPY NTHX LN
;2NN DD Y9N

02 W 91935 (wy Iwr , Asset-Liability Mismatch Adjustment-n n7nx .a
;D?DDLD DY) IRV

- (Merton) o0 M5 YTV MY - N?DN NMNIN HITIVIY DILRIAM HTINN NN
123y9 AWRD) LGD-1 ,PD-1 NTHRNR D2IN0NN DTN ;NPHTIAN 1) D009 22800
NT72YN NOIY TNPHNA,NNPN PRI, D’DDANND DIPYY YTRN 2IARD DN NIRWN NNY M
IN MOYAN M350 ,CDS *NNINT Wiy DIV D971 (D210 D 2IN7 DI DY
2D MODIAN MPI00

177 0380 Moody’s Analytics , 0803 ,5wn5 95
”...While it is possible to source these types of curves from data vendors][...]
the techniques applied can be as diverse as the resulting curves”.

192 1IN MR PN WY Wyl P90 MY NTRR DWY 0D 12 ,wnnnn sy
PIWARD ANV PIRD IR ,IMAPNNAN 72NN TPMYNWN INY IR 17NN MYY1 MIPND
VIND DY 132°00 IRXIND Y)Y R 12 P20 DINIRD LA NPT MIPAINNDD ,77aXD
RV WITY HWNd 3 20NN MY DTNRR DY NNIRD 100 IRIWNN DNY DDI0)
299 ., 7NNN YY 110N DRIY NYAV PRIVRD NI DY ,n”nnn Nyawn Nx TINRD
W 935 DR L(812 PYDY DRNN) MPNIN-R NYIWT IR TNNRY WITI R XY )PNN
9190992 1M M1 NI MIPANRNT MIPND 1IN MNX JYW D PNNI LY DYyl
.DMPYN P2 92011 XN PIRIVADNP WD IN?D 7PN D12 1T Py 0D IR, IRNWIN

N2 IR 7292 27N IR, DODIN IRIWN DIPYY NYINN YINI 1PNNY DTV ,Nwynd navn
DY) NPOLPPND YW DM NN NN XYY IVY WY Dyl 12 NN DIPY
MR LN PPN DY DMKRY ML MIAN P2 D7D MMT YWY NPOIRNYIN NNI2
M”2°NNNY >IN DI NN IPR DT TN NIRT IDIN IR NDIDN NPDOF?ID 2,180
JDOPYI0 JW NNAIDN 10T )N NN ONY NTTNY v Y51 D) YN 9o .mva
TNYHNI O MNP OORILIDNPN AN ,MY>IN MN’NNNY YN Y23 NN DY
,(IWNNa 1M ya MRNIM) MIAND Y N Nyapa 1°2090 Yv 7150 nYpwn nonb
1N5Y NYNNIN NN DX “NONY” MIANY NNINIY IWARND 1NN ,NwynY Duh ANINNnd
29D MPT )P0 2D 7°XY Py ,NY WP NP NY WA PRYHN MYSNRI DO PN Nnm
NTTA PIYY (MIRD 1PNY 74-) 61 YD Hwnd IRI) Yy (IFRS) 13 71901 N2
29YNN NP0 NN PON PRYY NNIX DNRYPN DA% DNNIN 90 2D 1IN MY
MYma DMry Y9pwn R RN JPNY 65 Pyo o8N 19X3 .(valuation technique)
DR IYY OXRN NLYNNIN PYNI PAYNa XAV v DN DNPWN N7IDNI YTRN
LNNIRD NYMIN 919990 ¥ TFRS 17,032IK)1 .19V NP*Id0

nix7nal nupon

ML) 10N WIAPY DTN Ty D92 P00 DY 1mp» 199 DIw wiYwd Nt 29waw ,j200
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N2 W DNVHNIN DX DY DYDID NPPOPIONN YOV NPNY DIYY IWN DD
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70N ,NXIWN YN MY NN 229 ,00N0TY Y3 NNIRD YIYY .DMNNI 12’0 20N
Embedded-n npop19 nnn on (Solvency II) »555510 pyan qwid qown 259
ORI D) )2 239% v Value (EV)

"IN 12N NIY'NA] NINIZan NiDon

, D271 N N PHYWA DIPAINN JPNN DIY»Y DPOINYIN MY TR MYIA0NI 11 1223 PN
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VDY WY NPNN YW NI NP0 0w Ny 0D vy NY 1PN 0D ,108Y IR
,17192 1IN YIPIPR PN 0D IR ,DININYL(812-1 782 YD INT) D’AXI D°NINIL 22N
T2 TR NP0 NP DY NIYNIA XA WITIYW DNINN DN ,N¥INI XY N3
2N PNY D712 2xNa GR Top-down-n Nwy NX DW»91 N2 1177320 IR Dwnh
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DPNY DY KXY, DINKR DD XYY Tiya ,M>1NN *X 17139 120N NION 17270
.DWITIN DNNINN YW 519019 NTNIRY NP DLW NNRYP KDY, NN DI1NY

TV ,MPNN R TPNID PR INID DARNIN PN NYNWA PO XY D) JPND DYDY
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