IRM Special Interest Group
Solvency Il

July Survey
Stress & Reverse Stress Testing



Conclusions

Everyone is trying to formalise their approach

Risk functions are leading the work and also
delivering

Main challenges are lack of guidance as well
resources / management commitment

Big pressure to implement reverse stress tests
(RST)

Most RST are mixture of quantitative and
gualitative

RSTs being created using workshops and
scenario analysis in the main



Does your organisation have a formal stress testing framework in
place?

 Yes fully implemented
N Yes under development

Mo but under

- consideration

Mo and no plans
e implement




What is currently within the scope of your organisation’s stress testing framework? PICK
AS MANY AS APPROPRIATE

Stress Tests (within
Internal Model)

Stress Tests (outside
Internal Model)

Scenario Tests

Concentration
risk assessments

Liquidity
Contingency Plans

Rewverse Stress Tests

Going Concern evaluation

Other (please specify)




What are you planning to have within the scope of your organisation’s stress testing
framework under Solvency II?

Stress Tests (within
Internal Model)

Stress Tests (outside
Internal Model)

Scenario Tests

Concentration
rsk assessments

Liquidity
Contingency Plans

Reverse Stress Tests

Going Concemn evaluation

Other (please specify)
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What function is leading the development of the Stress Test
framework in your organisation?

e Actuarial

P Risk Management
B Finance

B Compliance

B Other (please specify)



Who owns the Stress Test framework in your organisation?

B CEO

mm CRO

B Head of Risk

B Chief Actuary

mm CFO

B Other (please specify)



What benefits and uses has your organisation identified for your Stress Test framework?Finance
- PICK AS MANY AS APPROPRIATE

Validation of the
internal model

Requlatory compliance

Testing viability
of business plans

Testing the use of
the risk appetite

Inform the management
of capital

Inform the ORSA (Own Risk
& Solvency Assessment)

Other (please specify) -




What are the biggest challenges your organisation has encountered in implementing a Stress
Test framework? PICK AS MANY AS APPROPRIATE

Lack of guidance on
methodology and standards

Complexity of
methodologies

Lack of clarity
of objectives

Managing the needs
of different internal
stakeholder needs

Managing the needs of
different external stakeholder
(regulators! rat...

Clarity of ownership and
governance of the issue

Time and resources
required

Management and
Board engagement

Cthers (please specify)




Largely qualitative
in nature

Largely quantitative
in nature

Combination of
qualitative and
quantitative methods

Still being designed

Mot currently done

Reverse Stress Tests in your organisation are:

14



What techniques are used to conduct Reverse Stress Tests in your organisation? PICK
AS MANY AS APPROPRIATE

-Technical workshop(s)

-Scenario analysis

-Cause | Effect
diagrams or Event Trees

-Cluantitative
calculations

-Board level
workshop(s)

Others (please specify)




Organisation headcount

. <100

. =100, <500

I =500, <2000
B 2000, <10000
I 10000, <100,000
100,000+



Organisation turnover

B <EH00m

B -£200m, <E1bn
B -£1bn, <E5bn
B -Fhbn




Domicile of organisation’s overall Headquarters

e UK
B Other EU
B Switzerland

Maorth America
W Caribbean

Asia | Middle
W oot Africa

m Other



Primary type of business

 Maono-line insurer

p— Multi-line
General insurer

B Life insurer
B Composite insurer
B Captive

Consultant or
service provider
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