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Risk Correlation Matrix

Risk Type measure Cr Mkt UW  Op
R1 Credit 1250 Credit | 1[ 0.75 0 05
R2 Market 1,500 Market 1 0 05
R3 Underwriting 750 Underwriting 1[ 0.25
R4 Operational 500  Operational 1]

Undiversified Risk Measure 4,000

Diversified Risk Measure 3,000 =

[~ %ARR
Diversification $ Benefit 1,000
Diversification % Benefit 25.0%
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Asset Behavior
Models

Economic
Scenario Generator

m Inflation

m Interest rates

m Credit costs

m Currency exchange
m GDP

—

Product Behavior
Models

—_— —_—

Catastrophes and
Random Claims

Company Strategy

= Investments

m Products

m Capitalf/structure

m Reinsurance/hedging
m Operating

Aggregation is achieved by adding
risk profiles scenario by scenario

Projected Financials

Risk Profile =
Distribution of future
financial results

/

Probabilty
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RBC

EC

Economic
Reserve

Total Required Assets
Statutory Reserve

Scenarios Rank Ordered By
Total Initial Asset Requirement

The most important measure is the total needed assets,
rather than the specific split between “liabilities” and “capital”
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