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£ FHBHREE
—~ IAIS 2 F e h AR E B4 h@aek (Solvency and
Actuarial Issues Subcommittee, SSC) (2009.11.30~12.4)

(—) #3%KBH
IAIS FEEIRBEBEAE NG AERRREFERS
BEEFBAATTHRERALRA ST RERZBARERE
(Standards) #45& (Guidance Paper): it @ E4big
Mz B ad et Nz REAKFLRBEHE
A2 AR EBAEE 200598 798N ERT HEELH
ZONEETHEH EXREESH i & (Capital Adequacy)
H¥RKEE (ERM) -~ w34 (Internal Models) ~ &%
(Investment ) % 2 42 # (Standard) ® £ R 4 & X #
(Guidance Paper) ¥ £ N EAXFHRATHH > EARE
FEARRZRYZEXHERZET BN TRERTREH

c AR EHILFAWERRE TR o RHARR

BY¥s4sS%®EE 4 (Comnission of European Insurance
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. FMEABRF CRTECEBREABRERRRERE &
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RERREN A X PHEE SR REZFRBHHE
AR EBOExFABALARBENE —X T HRERES
XHERzEESOsZSEeTE (1) $#ARREHS (2)
EREFH2AmEL (3) HAHRER -
ARG R CEARANFBEEIAE R E S
BN NHERELSFEESN > REREFENZ
5o mMARELNSRERAS NAMVERHARARE
EHEER UERZEATA URARERIFELRESG
2 H A |
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AR RERERFHEENEETRA FEKRAMME BT
o BR 5 B H 2000 £ 12 A RAR -

. F B TAA TARMEI ¢ A B PSR A i AR R AR 0 ERM TR B g
A BATZ EBATRANRAREERRE XA ER2Z T/E -
ARMCAE UERFERARNEZE ~F64 RFIARTE

Wk 4] (CERA-Chartered Enterprise Risk Analyst) e

B2H #25FE

EallaY
[}
]



—

—#‘

IAIS 24 & 4/ & &% (Insurance Contracts
Subcommittee, ICS) (2009.12.7~8)
(—) %84

IAIS B # Ttk N dnx T 4F

B EIEES B ESR
T E o BEREAATERENENESTE

( International Accounting Standards Board) ' B Z %

EHAMEE et R A L ETREBEAR

r;r%-
£ EHMBREGRAI AR —BHMBREAREEFERIZ
B F5 ¥Rk G

BRE—2ERN > MM EREABENE
BREEEZHHBERBERERZIRA
(=) #HRBRRES

1. A4 1AS 39 (Financial Instruments

: Recognition and
Measurement) Z L @NAEH#F 5 T AL

F % R #8 » [ASB
£ 254w [FRS O sAERAX IAS 30 w9 &£ > 32 2008 43
A& F F] #5 A — A 23 x4 (Discussion Paper): &
B HMANHEEER - %’f@]%%ﬁ%‘f% 2010 #J& 7 A

TASB 4% %] % 48k 7 & &3 £ 5] (IFRS 9) MERIAAT IAS 39
2 TAE 4 B Z ARG BOEAT

» [FRS 9 X & &/ H ﬁ/‘%ﬁ&lﬁl

Bk B EAT IAS 39 e EFEX

SBREEEL -

E3E #2BE



M s iAs#E (Classification & Measurement) :
B oA AR AR ARE (Awortized Cost &
Impairment )& % =PSB &%k €3t (Hedge Accounting) -
I IFRS 9 BABRAX JAS 30 2 B WX R REBEREE XS
HREBETAEAMRGASTELEZEHY - 2HEEAAHEZET
LAERAR -
3. IFRS 9 FF&F @ik b IAS 39 wh#ise /g » a4
® BbemMEENSHE MHLSHRABBEEAFE -
® ik IS 3 YHRAEAXNMANTRHHERR
rule-based 89 &£ K » RERZRBJAKSTAR T RELRE
EERHOTH -
® UNIEUTEFBLeMTESA —FRANFA - A
A A A A M RIE 98 (Reverse) R ¥4y »
4. IASB &7 2009 &+ 12 ABAE —BE - HELESGE
(Classification & Measurement) #9%¥ % > # 3 & AR
2010 -6 AERATREER » % [FRSO # —m & ¥ £ 347
IAS 39 #F i B oy thiida T
(1) s#u#E (Classification and Measurement)

IS 39 HemBTEREABAENARBE I A0 hw

BAE H25H




IFRS 9 :

B REBEAHFIoHATAREEAZS
HREAEANBMAFES > FERLIAEHNA
KRB MR eREEENGE
ERATFEEEKE

SBE AN SRS BB RSN HE
#E Bz %@ K (Business Model) R Z&
EIRGREN > HAEZLBREERUABGR

BAEIR P TR IEFR ©

(2) #4348 (Impairment)

1AS 39 :

IFRS 9 :

2 RHRBRBRY R ARAEELE EBAER
g3 - BB AR EH RBA LT ERSUA
8T BEHBERBIREHEAS FT
MR E EFFEA -

REH DR RAEFREZERE E T RA

Wi BFFARIBE T HE -

(3) #AF #7447 & (Embedded Derivatives)

IAS 39

L HRARSAERG(AAS AT EERON

FAAMABRELGFEFARER I F

—HEAHNEERGEROQU T REAHER

BSH H#2BEH



BRANRER D B HARRSBEYH S 7
AMBLEHUNMBEAHERBRABELEEL X
RO TUABERAAELE ) FZHBH N
TETEEER AR RE T~ 7 348 -
[FRSO: HRNERZN B EBREEANAEGRZYRTH S
WE B SRREERAGEEA 2T E
SR EEHNERYH M AR RIS BLIR
BARASARY > [FRS Q AU E L3R HE
e
(4) FREATEAUAHERBERSHBEHEEZEETZATH
48 (Fair Value Through Other Comprehensive Income)
IAS 39 : I R¥ Reag M MHERE X P BAMMME -
IFRS 9 * #AFABH RGN R MR E » A8
—HERTACEE NN F TR BEZILET A
B $ERLCKRSUAFB REL A FHET
BTHRERB R » FALEATE LI A
REBFPBERE -
(0) #REFBTHHLETAARA XTI ML (The Cost

Exception for Unquoted Equity Investment )
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IAS 39 : #P R ELTHHRERTHEB(ESRHF
HAERTETHEREZMARLBRE L) £ E
EANTBEEETESES » FURAEFE -

[FRSO : ARk A2 B B RAUNTFTELE - 2%
FAHEREREIAEMEEENTFEE
FEAGESEHRBEEHRT > B g A
B AATEE LT > BRERXETHRATREL S
FIE1E -

(6) 48 % (Disclosure) : A8 &7 ISA 39 » IFRS 9 #7r#74y

AHEANERLGEFARHBANSGBERBRRK -

_ LUTF 3 [ASB %4 IFRS 4(Insurance Contract) &9 R &
HHEE > EEEELT
(1) IFRS 4 % =ms# (IFRS 4 Phase 11) #EREBEHR

TAEMNHE Bk - R BN EBREEH [ASB £ FASB

Pl R Ry BB AEME — B R A B ATE S RR

AL ARREERLM -

(2) B# IASB M 2010 & 8 A& IFRS 4 % —Ff&&
(IFRS 4 Phase 11) #y#sh& R4k - 4 2011 56

Bk IFRS 4 #9372 -

BTE #£25E



(3) TASB #2 FASB 42 &% 31 043¢ €38 L W BT R A 8038 5
A, (Acquisition Cost) ~ & A A BEHAZITRE
( Discount Rate ) ~ #% ¥ £ #® 4 M ( participate
feature) ¥H/MEA R E A ERER - B [ASB #
BUHBMBR AN ATHAREF X BHNRRERL E
RETE B b IAIS 4% 6 %/ @42 TASB # % IFRS
4 # -3 % (Exposure Draft) #7 - #2# IAIS %
WHFRENER » REBH IASB He il ek REFHES

#E
=]
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A REERRSE
— ~ #HHEHA (Discount Rate)
A& JAISIE 54/ m¥ishn e A Manulife Financial f5#R% B
HREHESEHZARBESBE  SHERLEN B AT EXAE
Az—fest 3 RAHNARANFEEAT XFEHREReOHE
HBERZHRE - AT AR AGRERF ML -
L mERARES T EAL (Accounting Model) #24%f&
¥z @B X (Business Model ) —3k »
2. BARAHMENBARRAS LB LGS M2 ERL
% o B %4%%*&$é>?§%#%§7§4"?§§5% Mk AAREF R EHME -

(1) FEBASDZELEGLIURERBITRE @ RELFARRZ

(2) HEHRBMEBHBRATLECBAEXRFZ— -

(3) FHEZREAHEALBAEAAZBRZIRETRBREZ
EEBGRHNF ZEFEF % KA % (Economic gain or
loss) ©

3. X EEMEARBE (Asset Earned Rate) s &3t#lE > &

FREBOHMBHERTHMNMERE R WL &S T HEY -

4, E BB X R —RYGIHE  HEEXHBLLPEXA
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h
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FHHERARNEANA—B > EFTHREASEREREN
BE CENHRPREARATHEALEREE -

b, ABEHMBERELBZEBEMM - TH - 5 THUARTILE
%45 o 2AF Manualife Financial #§3%.88 &4 o2 K 49 %)
BETRHELSMBERAREEGHNE > @ [ASB B AT K &9
ARV EREBHEZERME -

6. Mamulife Financial 2db £ R ZEM &M EE RAFT A 2.1
i 3BEMEAE (Invested Asset) # 1.9 Ak » 4%
B Ei2% 44 (Policyholder Liabilities) # 1.6 & ¥ »
BREZNITEWE -ANGFAAARETET 1.048
B2 REEBEY  AH 1.6 BB ARAREF 1.6
TG REFIERHE -

7. mER—#2Re3r %Al (Canadian GAAP) #3‘#‘4%%%%%*?
& R EARML

(1) FEIHEARE IAS 39 254 -

(2) aEFREABZBAERER [ HMEEABFRERRRSL

mEXZAEMAN S ILRTRREAERBNRTEMGHASL

RETHEZGEE  $ABEE % nargin s [11. # FF /]

~

FHABZIREMNEIR -

EI0H#25H




(3) BAAFRLABMERANEBR  RHRMEAHMNE
LIARENE EHTRERAETHRA—F  HEFX LA
By SRR AL S - BT & peer review #17 XAwE S
11 RBREAFELEHENETZTEELRAERE -
Dy REHAEZREEREEARMERBRHAKARS
8. A RBEITHET > 2009 £ % =% Manulife Financial #4
g rEEA RS ERAMTY I ET TERE EFasBEME

g (4 credit spread) ¥ A Z A8 & 12 EmHIEK

Q3’09 Reported Loss $(172)
Notable items impacting earnings:

)

Currency

“otheritemsti ;.
Net Impact

Adjusted Earnings from Operations? $803

Al rems are o a postlax basic, in OB Mitkons.

1 other lbars incluces tha Impact of lower real 2steta valuas and cther private aeest dass ratnrns parzlly offset by the favourable impact of sevaral tax
irenns, cains related to the recapturs of reinsurance traaties and & srnall arneunt of policyholder axparianca gaing.

2 Hon GAAT measurd.

9. Manulife Financial # & 2009 5% 3 & B 4#0H] R SR AR
2 fEEE R B A s 100bps: R Bk% i | F 6 BFEmE
) 5% 100bps £ BHHRD 2 FE W -

10. 4k » 2= SRR #] & (& swap rate R EBEHHF B A AR

ENE-#F25E



FERGEIIFRE > AT RMEE LT E 2R £
B MEZFARIBYRTE(w  RENDAFTFEAZ
THRIZANERRBRBRANF M 2 E % (spread
change) > 3 A B AR Z A R ELR B K183 4w - 24 2009 4 spread
movement ¥ BE &4 > Manulife Financial £ &4 2 % &
B ZRAN 104 -

I1. Manulife Financial 3®% > #FEaEFERAZHAETHETE
THRMFANE  AABMEARHERET MR EHH
FELRBENBESEReRARS  HEREGHBEEHS
B BRIEEEAGREFHB HNEGHUETEHEHEY
BEBET eHERELARERE -

12, 24 2008 5 F| & 4% & 18 » spread 48 K 49 3 ho (#
150bps~400bps ) MR B KB EEBREL » FhRBE
HBMNEEBAEAREER > 2000 £BEACKRIGHER o
REFFTHREEFARZ  UEEBRM BB EEYFA
HERRBEIFERIBEEGFR -

13. Manulife Financial # B AT IASB ##% P REibTseahdrsm &

T LB ~ TERAFM - MMM AERREE T DL T

BL2H #25H




Compatability /
Observability

Relevance/
Understandability

¥ ¥ i ¥ 4 ¥
Least relevant | j ; Most relevant
§ Liquid | Some Ensures i Enables ! Most repre-
! financial | reflection of | Comparability ;| comparability i sentative of
i instruments ; illiquid mature| and acknow- ‘; and is broadly! business
with no risk 1of liabliities | ladges basket | consistent ! model
therefore not but is not | of assets back | with business |
_________ ‘.’?.'.?_\_’_E}DF_,_w.-.d-F’.E?_’?‘E?_r}{?i?[}?_.___f lizbilities | model :
: A N | =T T
oM 1AS 30 fair : Salvency II and| IAS 19 ‘ ! Financlal
4 value adjusted : MCEY Non- : penslon : | instrumaents at
for own credit 5 GAAP measures[ ligbilities ; ! amortized

q risk

+in Europe

14. BA# B ATEH R HE R

EE LRI Ry

i cost (business
! Model)

For A B o3t TR B

MBS % 8 (Risk Free Rate + Liquidity Premium) -

Manulife Financial

(1

o 2 F
(2)
(3

Z By R R B4 0~300bps R &

RE MR AR 5 8RR

EI13E

WAHRE THATPBEL

m\éﬁ.&*ﬁﬂ ©

*25F8

A 2

“EE-BWBEER L&ER

REERR R E EE A XA AGTEL

2k 2008 48 %4 8 4 MCEV & R B MR 84 AR

ﬁ A /i’?’FE”.“’"ﬂ



JE I by ] AR -

Jlf Amongst companies publishing YE'08 MCEV results, a wide range of liquidity
premium levels were assumed

Cempanies assuming Companies assuming

e Hegueldlity premiums | liguidity premiums
Allanz @) | PRUDENTIAL prupenmaL M
Enked dpfuities anntilies anpities

i
! K Irlaition- UK Figed LS excluding
i
4

hannover re
- Pramiv  +S0bps  +iD0bps  MS0bpa  «00bps  4280bps  +a00bps  +050bps
o muTuAL
NowrUs ) B AVIVA  AVIVA £ ow murua
. UK and NL, US immediate  US onshore
anpuities

{. Gt crar Svan

(4) &% Manulife Financial & %7 B ATiwd X GAAP &2 B
AMEEEANANEFTE N A8 - X EA

A EHEBEE  ARERNBAIXEZRL AL T

F;»(fbncepts‘ méé"'tnth,e crlter

‘Relevance [ vReflacts a point in time measure of our
aconomic exposure

Reliable ¥Uses market observable inputs where
available

Understandable % Helps the reader assess how results may
actually unfold

Comparable vDisclosures and sensitivities ensure
comparability

| v Comparison of economic exposures is usefut
| information

Quality financial reperting requires allgnment of accounting standards:.
to the business madel. Therefore the answer Is an earned rate
concept with disclosures. of rates and sensitivities.

BUEHE H25H




Risk free + liqu1d|ty premlum does not meet
criteria

X Does not reflect the business modeal and
therefare is not relevant for decision making
purposes.

:Re_li_:alble ' X Liquidity premium is not observable and is
: inconsistently applied In practice.

B % \will lead to non GAAP measures.

X Earnings can only be explained by external
factors and not representative of how event
will unfold,

Cohuparable | X Ligquidity premium is not consistently
appiied.

15. TAIS R fera 4 T4/ 4 i B ##h hod K Manulife Financial -
B AT S A R B AT E R GAAP 277
E-kHARRY EBALURSRERRBAKE
Solvency 1] Mz —ERNAERREANBREEMAR - &
Y REYREZUERARANEFFEARRME  ERERR
ERLEE > RERELFANBRS S LEFETH
BEEFRXATRARRELEERA > BbRT b aF A
ZEBHATHRELHES (Executive Committee) » 4
FT—REFEFHRHW -

=+ ZBETHRRFEHE (ERM/ORSA) #it

12 B 3 B L4 NAIC #& IAIS ##muE 4 ¢ & NAIC

International Solvency Working Group # IAIS Solvency &

Actuarial Issues Subcommittec #-4ZH > g FNM& IAIS

B 2Ter /%5 ERM #9428 B3 A5 & (Standard and Guidance

BISEHK25E



Paper on ERM for Capital Adequacy and Solvency Purpose) »

it 35 SR & AR A B P E s ERM 6945 » sUTF 8%k TAIS £

o4 6 ERM AR 2 B & X F 76 ERM 8RR 4E E 36 it -

1. TAIS ERM 4% % R 4% A 35 & f 1

(L) »a%

2N EREEEEM (Governance and ERM

Framework )

I1.

Risk Memagement
mm%-- Rigk Tolerance Statement
i Feedbsck Loog
L..._..__-__
u -
Cwn Rizk and Solwancy Aesasement fORSA}
e S
Wk
; Ferdhack Loag
Continutty Anstysis Sconomi and Reguistory

M

o
o
R
&
g
o
e
5?.1??.
P
-5.\
IéL
f‘“‘
g
>
g
“"%

AL AN A T RE B ER X E AR RS T E R
B fE s AR ATER AL Iz B

Blg e BERE G HMN AR EEA 2R G4

BI6H #£25H




ITI.

IV.

8955 B 4 AR e A E ) BRAE B 8 UL AR 8 UM R R
VASH da Y 1 ML L AR AL -

BReREy R LR EARR LR EELFTELE

pi:3

AR ABEHR  ERERAGELMRIE - EER
AZR - BEEARBBRERREMES -

B a2 %% (Risk Tolerance Statement): ¥# /&
RIBHEEHALHACREILOERELEE B
HEZHERRENEEERBREA Al 5 B RBAZIT
EREFEZ B ERR BERETEANLAE
FTRBEEHET -

BAhw kiR EEzE (Risk Respoﬁsiveness and
Feedback Loop) : ¥ EFHRE L RBMNER > &
BREBEBHEENBZREIHNER - TEEF R B
> By adEmER (RiskProfile) &

P ALER » RGBS EHEFEH R ©

(2) mEAHA R s AT~ EEs N (Own Risk and Solvency

Assessment, ORSA)

L.

Y2 RENBALBRRLEFFEES > ERBEFR

TR ARRRENALAERARHEELTRA A

B1ITH 25



AERARTHRAFEERABFHELTR -
II. ORSA 2 HATREMATHRAANEZEIRER @ i
PR~ fER T~ ¥~ ASHERARE - WMIEERR
FRAAFEREAGREERLAAERTRAZ
S %% B IR B B 45 o
(3) @&#HBEA#EEZEAR (Economic and Regulatory Capital)
I. ORSA TAF&ySfT AV —RERITHARERKRED
EREZETER FEHEA URRHEFEERE
FRE R - |
Il ¥R TETHLARBRLERE TR RREAE
REEBHEER -
(4) ##& 454 (Continuity Analysis)
I. ¥53#47 ORSA REME LA AFELEETALA WER
Eo A R REFELE RBRRKAEZRAR
THRMBEER -
IL HEIHMUNERELHNATRHFERL TR
BALE ML X & TAR 2 8 KRB IR
PNEARRETFRBEEEESRGER -

(5) BEEMMNEARETERENAC EERMELRBRES

BISH F25H




MRAREEARAREEA  EEAMIREE TR
EREFBICRAREENE > OELANFHEAFER

FEAREERS

2. mERAREZBIA

(D

(2)

(3)
(4)

(5)

mERERERREERAGEET ABL AR (Dynanic
Capital Adequacy Testing, DCAT) #47 o DCAT 44 8-# & %
EREABRAIHBFALAMAR (BRFARARD F
AREEITAAARIE) ZERRARMEH—FRE
BRURBESEFELFATARBNRBENEINESE -
DCAT A MBRRBRERY  TEREFAIBETELE
BEEERETRHRKIRZIEN -

DCAT 3 JE A4 E A B #H7 2 8) RRFMAEN HIRE -
DCAT £ /8 21535 — A4 F# (Base Scenario)’ i@
BN E B 3 M B IEAT A MR RE 0 B
HANNEEHELSF KRR B—ATRYEBER
(Plausible adverse Scenario) » pA¥f:o 3 MFERAEKR
gAEsBmREE AR ZaaaRR 25
PruamERARELHAHRE -

é%ﬁﬁl?&é‘]%i%ﬁ%& DCAT w4 Fi @ 2008 4 @R A&

EVE H2H



A&l DCAT & E MGl - £ —R4] % DCAT frml itz 1538
B RFEEEAR GITIERT  BREBHEARHR
B E#E% (Difficult Scenarios) t9EREFRE49F) o
A DCAT g R ERAR—Z B8\, 5 —R# % > DCAT %
BRBR-RRLEABHE LT fESRORARE
HIf BRTEMEHELLERNAA -

(6) ERnemBEATPROBIY - £EXREERB B4 0E
o RRERERABRZHMEREATREERSE L L

HREBE N ARG AW ERE L T4

B20H #£25H




% MES>BMNARE R TS € (The National
Association of Insurance Commissioners,
NAIO &3 & &

BERY 12009 £ 12 B 7T B TFTH 4305 ES5H30 4

w25 ¢ % H % 4L Hilton San Francisco Union Square

Y gy LSRRGS (MOU) ¥1

HEAE

NAIC & % -

Mr. George Brady, Counsel and Manager of International Relations
Mr. Ekrem Sarper, International Policy Analyst

HBHTRE
AREAREEPELZECRLURABERASTSR - AN
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AR EARERFELZE CAREFRZIARARYT

A4FAHISE12A7EZE8BEANEARESLBAZEARRE
T2 T e (TAIS) Eamg TN EeSN o AR N AR
e g#e (NAIC) sheEHidsE MOU X4 XLH BEATEHAIER
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(—)

(

)

AeBaREMER (BR) RILHFHEHLE -

 BRBHEEHESTHADS > IEBMALEHELE A D

RemEERH RS BRBERRGHZERHELYHE > B A
TRBIBERAT ~ RIe - BHENEFEH > BE - o BE
BB AN R RA R AN () EEMRE
BEPTE FUSFEEATARRIEE  AFHETA
B2 EiE -

BRA-EBEINRERESHEMHE L BB M) s
50 B 2008 FHAESBMEAEUL  ARFHEHBELELR
EEAWRRZABHEERSBBEBLRGLE - ZHR
EZOMEMHEETREBRAESFET L RLEER G -

SRR A LB ERDREBRRA DL S B

B EBRRANGREFLLSERY > ARRBRANASL

EZ2H AGZFradlAZ (MERUAHERTEZAA
E%M%/AE ) LA New York Life - MetLife & Prudential &
BFra % REHbdadNRehEaTER A4 Eay
AxEetttss (A€ 8 ¥R YNBATHBRRE

BimMNBATEHE R EBROEHESE) -

2.NAIC ZHACAERBESLEZLRER AT EE

BE2RH #£25H




NAIC #iH B A FEELARHELNAELBFLIAZMNERS
BEUTHEIAERESZEMOU 2 K5 -
(Z) MEZZSHHES%LEW
ACEETAARLES RETREE I RFLEELSMHE

B BEBSHEN2010E 1 AP 4

i
e
Zh
He
s od

RN —AH O WK NAIC 5 EFRE%H
B TRAELRIXAREREW -

(m) MOU #yx ¥ 233 !
BHHMOU X E L2 N RETHHB T S8 BRAES
ARTRZOHEFRROES R ABH AR FE RN

i -

BEBHE - E2BH



B~ SFRER

AZAN20094£11 A308 212848 2R FEEAFETRLTA
EHUR 20094128 7THEZDE MagiRia o4 T gk £
BAAME T — R BB AE SR EE R X4 (Standard and
Guidance Paper) ¥ £#47#irz st > LR SELRAEEHEAEHR

2 RGO RATREE AR MAEEEE - R TLATEERK

e

PMyAHXtEEraEHG TRAARMEHIrAEEREXE
Ao RRERERAGRELBR PG ERAFRERB A
BT BN WFLARE LA BB FE N EEHERBERRNZ
THERE T -

ARECBE—HELLEHREEIZCARRBTHA (o AEF
BHFREAREEHEZTR) BRZAGEAAARETESS
g7 8 TASB 2845 2010 4 8 A A k34 IFRS 4 % & d sh & RE
ML A PHNRREPLEEAZ BB —WAHREFERKAZ
YREEE ARATARREAFVMELBARERES REX
HNAHMABREZCEB LR EANPE  SABRITHER
IFRS 4 % - PeB &N BN EHRBARG B  EAEE M EEAR

BHE LBRBEEREBR T EARERTE4E -

BUE-H2H




1B~ Mk

(—) Attributes of the Discount Rate ( Manulife
Financial )

(=) Standard and Guidance Paper oh Enterprise Risk
Management for Capital Adequacy and Solvency
Purpose (IAIS Solvency & Actuarial Issues
Subcommittee )

(=) OSFI Dynamic Capital Adequacy Testing

( DCAT ) ( NAIC International Solvency

Working Group )

BBE-FH2BEH






I Manulife Financial %ZM

"OSFI has relied on the Canadian Institute of Actuaries
(CIA) and the Actuarial Standards Board to set sound

actuarial standards to ensure that policy liabilities and
capital requirements accurately reflect the risk. .....

A key issue for OSFI is always the degree of freedom given
to actuaries to make assumptions. The CIA/ASB has
delivered a high quality set of standards that served
Canada extremely well. I sometimes hear that this set of
high quality standards will not be needed or will disappear
once IFRS comes into force. That concerns us. If ultimate
IFRS standards in terms of actuarial-assumption sefting are
close to Canadian standards then the issue disappears, but
if not, we need to consider next steps. ”

Remarks by Superintendent Julie Dickson
Office of the Superintendent of Financial Institutions Canada {QSFI)
To the Actuaries Club of Toronto
Torcnto, Ontario

September 23, 2009
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Canada'’s life insurance accounting model works because it is

aligned with the business model.
»  The Canadian Asset Liability Method (CALM)

»  Farned rate concept

The asset and liability matching ("ALM") concept is the
cornerstone of the business model for life insurance and annuity
products, which have a long duration and guaranteed rates.

* Insurance companies are in the business of collecting and investing premiums
to pay claims in the future

= Investment returns are factored into the product pricing
" flctual investment experience that differs from pricing is an economic gain or
oss

A standard that incorporates the “asset earned rate” produces
the most relevant & understandable financial results for users.

Standards not based on the business model will lead to use of
non GAAP measures.

* To avoid the outcome of an "accounting mismatch” with the business model,
companies might change the assets they invest in, This will have significant
implications for consumers and for capital markets
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“.... The quality of financial reporting, and, by
extension, the health and integrity of our capital
markets, depends upon vigilant attentiveness to
these fundamental principles, and expedience
should not be permitted to undermine the
objectives these principles describe... Investors
trust that an issuer’s disclosure statements, and
the accounting standards on which they are based,
provide them with a complete, unbiased, fair and
comparable view of the issuer’s performance. .....

Statement of the Monitoring Board for the International Accounting Standards
gonittee Foundation on Principles for Accounting Standards and Standard
etting

22 September 2009
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Quality reporting based on the following criteria

= Information that enables user to evaluate past and
present events to draw inferences regarding future
events

» Faithful (neutral) representation of events

» Reliability does not equate to certainty

Can be understood by users for decision making

Enable comparison of performance over time and
against other reporting entities

In the following slides we will outline how the concepts in the Canadian
model meet the criteria and why we believe the IASB proposals do not.

Example : Whole Life
Whole life insurance provides permanent, lifetime protection for a
level premium. Depending on the plan you buy, whole life
insurance spreads the cost of your coverage over the lifetime of
the policy or over a limited period of time.

B .« Results in prolonged period of net cash inflows followed by
prolonged period of net cash out flows

« We invest future premiums and re-invest current assets when
they mature in order to fund the payment of longer dated
liabilities.

= It is only over the lifetime of the insurance contract that the

ultimate profit or loss related to changes in interest rates will be
known.

= The approach to reflecting expected investment returns and
changes in market rates is the key driver of financial statement
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1. Using MFC's second and third quarter results to
explain why the Canadian GAAP life insurance
standard produces relevant, useful information
for users of financial statements.

2. Examples if the discount rate for liabilities is
disconnected from the assets?

3. Evaluation of the alternatives

Global Life Insurers
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* Manulife’s size and scale translate into a higher capital base, a
diversified operating piatform and ample resources to fund growth
opportunities

Market data as at September 20, 2009, Sourge; Thomson Reuters e, m M a0 T L
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» Manulife Financial is well diversified by product and geography, with
premier market positions in North America and Asia

M Business
Segment

Earnings
Contribution

{ 23% 299%

‘. — A
. B_uslness JH Life \ JH Variable Annuities (lndividual Insurance Heng Kong
lines Variable Universal Life Variable Annuities Universal Life Individual Insurance Property and
Universgl Life Whole Life Group Life & Health Casualty
WhoIeL!.ufe {7 JH Wealth Asset Term Life Group Pensions
T%rrl'-n ife Management Living Benefits Mutual Funds International Group
COLI Defined Contribufion Affinity Markets Program
| o, ;
—————— Mutual Funds Japan Group Life & Health
JHLTE Privately Managed (ndividual Wealth Individual Insurance Group Pensions
Retail LTC Accounts Management Variable Annuities
Group LTC \_ Cullege Savings / Annuities N ————
\_Federal LTC / /—_\ Fixed Rale Products [ other Asia \
JHFixed Products Segregated Funds Territories
leed‘ _Deferred Manulife Bank Individual Insurance
Annulties Mutual Funds & Life & Health
Payout Annuities Gm“p F’I € = e
Guaranteed oup mEnsians
Investment Contracts Group Businesses Variable Annuities
SignatureNotes Group Life & Health | Mutual Funds /

Group Savings and
Retrement Solutiens

\ Fes-basad products
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Assels

Invested assets $190,000 i 5il§it:¢9 -
Other assets 10,000 \
! $10,000 from
Goodwill and intangibles 10,000 investing
proceeds of .,
Total Assets $210,000 long term debt.

Liabilities & Shareholders’ equity

Policyholder liabilities

‘good

Other liabilities ntangibles
Long term debt 0,000

Shareholder’s equity $30,000

Total liabilities and equity $210,000
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: Overvuew of Llfe Insurance Contract
it Valuation under Canadian GAAP

» Asset accounting follows IAS 39 framework

= Liability valuation consists of Three Building Blocks:

1. Best estimate assumption for all key determinants of future cash
flows on in-force policies

2. Margins for adverse deviation in cash flows (PfADs}

3. Discounting for time value of money (expected return net of PfAD)

= Assumptions and discount rates must be unlocked and
kept consistent with current experience and market
movements:
» Subject to external audit, regulatory (OSFI) & peer review

» Significant professional standard and guidance from Canadian
Institute of Actuaries

= Discounting reflects asset earned rate model using
expected investment strategies

Liability

Non Investment Assumptions Non Investment Assumptions

» Expected experience for = Explicit margins for adverse
mortality/morbidity, deviation added to each
policyholder behaviour, assumption
expenses

Investment Assumptions Investment Assumptions

» Expected net returns based on = Generally determined by
assets held and insurer scenario testing.

Investment strategy = Expected loss on asset
» Expected credit defaults are defaults. [Akin to Financial
incorporated into net return Asset Expected Loss Model]

3. Method to apply discountmg is the "CALM"” method [see Appendix]
Bt MManuhfeFmanaal ‘‘‘‘‘

i Appendix &
) T Q&A




Interest Rates

‘Mar 31 June.30 .
09 P

Interest Rates Dec 08

US 10 year Treasury 4.02 2.21 2.66 3.53 3.31
US 10 year Corp A 5.78 6.32 6.42 6.25 5.19
US 10 year Swap 4.67 2.56 2.86 3.78 3.46
Corp A vs. Swap 1.11 3.76 3.56 2.47 1.73
Corp A vs. Treasury 1.76 4,11 3.76 2.72 1.88

h Interest Rates

10 year treasury
US 10 year Corp A 19 54
US 10 year Swap (51) (211) 30 92 (32)
Corp A vs. Swap 22 265 (20) (109) {74)

Corp A vs. Treasury

Q3’09 Reported Loss $(172)
Notable items |mgact|ng earnlngs

ViSegregated fund guarantees and other equ1ty ltems
Declme in mterest rates and corporate bond spreads

1201

___Impact of annual valuatlon basis change - (783)

Credit impairments and reserves for downgrades (36)
| Eq_uity" elnted lmpa|rments ...................... s e S 75)
'Cur_r___e_n.cy rates (27)
Other itemst (33)
Net Impact $(975)
Adjusted Earnings from Operations? $803

All items are on a post tax basis, in 3§ Millians
<Qther items inciude: the impact of lower real estate values and other private asset class returns partially offset by the favourable impact of several tax

tems, gairs related to the recapture of reinsurance treatigs and a small amount of policyholder experience gains.
2 Non GAAP measure.
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* Decline in corporate bond rates and spreads resulted in net charges of
$1.2 billion

* During the guarter, both long-maturity corporate bond rates declined and
spreads narrowed by as much as 84 basis points:

_Interest Rate / Spread - 3_0-‘1un'-0§ 30-Sept-09  Change -
US 10-year Corp A 6.25% 5.19% -106bps
US 30-year Corp A 6.98% 5.92% -106bps
US 10-year Corp A to Treasury Spread 272bps 188bps -84bps
US 30-year Corp A to Treasury Spread 265bps 187bps -78bps

Source: Bloomberg
* Changes in interest rates impact the actuarial valuation of in-force policies

by changing the future returns assumed on the investment of net future
cash flows

[Estimated Earnings Sensitivity to Intérest Rates*

31-Dec-08 30-Sept-09

Approxirmate impact of 100bps parallel increase in +$1.1B +4$1.6B
interest rates

Approximate impact of 100bps parallel decrease in . -$1.38
interestrates o S |

* The impact on earnings for interest rates is based on a starting point and business mix in place at that date, and assumes that all other variables stay
constant. Actuai results can differ materially from these estimates for a variety of reasons, including the interaction between these factors, changes in
acluarial assumptions, changes in business mix, effective tax rates, currency and other market variables. Man
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P\l CGAAP methodology - conclusions

v'The interest rate impact represents the point
in time fair value change on the cash flows yet
to be invested based on Company’s asset /
liability strategy.

v'Valuation includes expected credit losses.

v'Along with sensitivity disclosures, results
reflect a point in time measure of our
economic exposure, that meets all the criteria
(relevant, reliable, understandable,
comparable).

2. Examples if the discount rate for liabilities is
disconnected from the assets?
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$100 billion of 7 year duration policy liabilities
discounted using swap curve

$100 billion of 7 year duration fixed interest cash
flow matched assets (single A bonds) at fair value

Spread movement of 100 bp over the quarter

Impact on earnings = $100 billion x 7 x 100 bp
= $7.0 billion pretax!

IM Manulife Financial -
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Recent spread movemer

Change In Interest Rates (BP)
2007 2008 1Q/09 2Q/09 3Q/09

Corp A vs. Swap

Corp A vs. Treasury

Significant movements are very possible

Quarterly income swings of $10 billion plus would have occurred
for large multi-national like Manulife

e e e e “*""W"‘“"m'"Manulife-Financial*q
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mplications on Capital / Solvency II

& 11 2008:

» Risk neutral rates went down considerably, resulting in
liabilities valued on a risk free rate materially increasing.

= Extreme spread widening (from 150 bps to 400 bps) caused
significant shock decreases in fixed interest asset values,
compounding significant decreases in equity asset values

| 11 2009,

» Position has now largely reversed

Model does not survive a real event stress test!

Consider a perfectly cash-flow matched asset and liability
(i.e. economically hedged):

Asset

#20-yr corporate bond purchased 3/31/09
eYield of 6.5%

ePar 100

Liability

»20 year debt instrument, issued 3/31/09
oYield of 5.5%

ePar 100

Assume:

oIn Q2, the rate on the asset decreases by 50 bp

erisk free rates of 3% at March 31st and 4% at June 30%

- [ Manulife Financial -
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Net income assuming assets at FV and liability
3 discounted at risk free rate

‘IChangein FV of | Changein
Period asset Actuarial Liability
3/31/09 0 L =0
6/30/09 6 1) =

In the banking industry the amortized cost will
be used, and earnings will emerge as spread
income of 1%, without fair value “noise”

The interest rate risk inherent in the product (in this case a
20 year debt instrument) is managed by investing in a 20
year corporate bond.

The accounting model leads to largé reported gains and
losses which are not reflective of the underlying risks of the
business.

The longer the duration of an asset or liability, the more
material an impact of a change in rates.

\ e NE N Dappendix
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pralternatives

Evaluation of the alternatives

| Statement ok

Comparability /
Observability

Corpprété'
“A” Rate

% >Introdu:tion>> CGAAP >> Exemples
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Comparison of discount rate al

]
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:
]
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]
I
1]
]

 instruments
d with no risk
therefore not

Observations

| of liabilities
but is not
observable

] IAS 39 fair | Solvency II and
x b= value adjusted | MCEV Non-

g‘g for own credit | GAAP measures!
ol risk i in Europe ;
¥ : :

 illiquid naturei and acknow-
ledges basket !
of assets back

liabilities

IAS 19
pension
liabilities

} and is broadly|

consistent ;
with business

..........................

]
1
-
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Risk free rate + liquidity pre
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§ Corporate
i “A” Rate ||
b
Least relevant | i Most relevant
Liquid l:Some Ensures Enables Most repre-
financial  reflection of | Comparability | comparability | sentative of

business
model

Financial
instruments at
amortized

cost (business
Model)

ancial

a) observable

with

= Liquidity premium is not:

b) not consistently applied and
c) is not reflective of business model

Approach currently being discussed internationally:

o [Manal
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» Would likely require significant supplemental guidance to derive; is
it fixed at inception? How to justify changes?

» “Top Down” approach that instead starts with asset linkage more
approEriate as it is observable, more comparable and consistent
the business model




Amongst companies publishing YE'08 MCEV results, 2 wide range of liquidity
premium levels were assumed

Companies assuming _' Companies assuming
no liquidity premiums liquidity premiums

Allianz @ | PRUDENTIAL PRUDEMTIAL W1 AVIVA
: UK Inflation- UK Fixed US excluding
linked apntuities annuities aTuitEes
hannover re —
Prernium!  +50bps +100bps +150bps +200bps +250hps +300bps +35000s
£2 OLD MUTUAL

MNen-US L AVTVA B AVIVA g owmurus

UK and NL US immediate LS onshore
annuities

Append‘\x .
Q&A

v'Reflects a point in time measure of our
economic exposure

v'Uses market observable inputs where
available

v'Helps the reader assess how results may
actually unfold

Comparable v'Disclosures and sensitivities ensure
comparability

v'Comparison of economic exposures is useful
information

Quality financial reporting requires alignment of accounting standards
to the business model. Therefore the answer is an earned rate
concept with disclosures of rates and sensitivities.

~ [MManuife Financial
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Risk free + quuid_: Y premium does not

X Does not reflect the business model and
therefore is not relevant for decision making
pUrposes.

N § * Liquidity premium is not observable and is
inconsistently applied in practice.

?Uﬁ“cile.rStand'él;ie” X Will lead to non GAAP measures.

X Earnings can only be explained by external
factors and not representative of how event
will unfold.

Co'mpa'rable e X Liguidity premium is not consistently
applied.

- [l Manulife Financial -
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Canada’s insurance accounting model works because it Is
aligned with the business model.

The asset and liability matching (*ALM") concept is the
cornerstone of the business model for insurance and annuity
products, which have a long duration and guaranteed rates.

A standard that incorporates the “asset earned rate” produces
the most retevant & understandable financial results for users.

Standards not based on the business model will lead to use of
non GAAP measures.
*»  To avoid the outcome of an “accounting mismatch” with the business model,

companies might change the assets they invest in. This will have significant
implications for consumers and for capital markets.
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Conclusion

= The linkage of assets and liabilities is the cornerstone of the
business model for insurance and annuity products, which
have a long duration and guaranteed rates.

» Because the new standard proposed to value assets and
liabilities separately, which is a basis that is not consistent
with our business model, our financial results will not result
in meaningful, relevant financial information to users of our
financial statements.

plife Financial -
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Can adian Asset Liabi lity Metl

Reflects interdependence of Assets and Liabilities

» The distinguishing element of the Canadian Valuation
| method for insurance liabilities is the method used to reflect
expected impact of investments

e In Canada, the policy liability is determined directly as the
statement value of assets held whose cashflows are
projected to be just sufficient to settle the liability cash
flows

e Based on direct cashflow analysis using assets actually held
to support liabilities (on a segmented basis)

>> Exa =3 > Alternatlves> Conclusion
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1. Project expected in-force Liability cash flows

» Based on best estimate of policyholder behaviour,
mortality/morbidity and expenses including future premiums and
benefits derived from these premiums

2. Add conservatism to the liability cash flows by adding a
margin directly to each best estimate assumption
= Margin is generally 8% - 20% of expected assumptions

3. Project existing asset cashflows on assets supporting
liabilities
» Fixed interest asset cash flows are derived from contractual cash
flows

» Non-fixed income assets (stocks and real estate) are modeled using
expected cash income rates and market growth assumptions applied
to current market values

4. Roll forward net cash flows (assets and liabilities) under
re-investment strategy until last liability is extinguished

» Investment and dis-investment strategy based on segment strategy in
investment policy (business model)

L >Introductien>"'_:CGAAP >> Examples > A[ternatifs> Conciusion> Aa’;ﬁ{m'x gilib :




2 Introduction to CALM

5. Add / Subtract Assets to model until Assets are just sufficient to
discharge Liabilities (i.e. CALM segment is fully funded)

| 6. Scenario policy liability is the statement value of the assets that
are required to discharge the Liabilities in step 5.

7. Repeat steps 1 - 6 for a number of economic scenarios for
interest rates

8. Policy liability is the highest scenario policy liability generated
for the scenarios tested

he time value ofimoney adjustment

T "CGRRP valuation refiecs ]
§ yields based |

‘on.assets held and: planned re-investment strategy -

ife Financial :

Fra

To apply CALM, company assets are divided into distinct
segments supporting blocks of liabilities with similar ALM
risk profiles

« Investment strategy for each segment is tailored to ALM
risks of the segment

» Scenario modeling reflects actual assets held and actual
planned re-investment strategies

» In Canada, the Canadian Institute of Actuaries (CIA)
proscribes scenarios which are combined with internal
defined scenarios

»  Scenarios relate to the economic assumption of future re-investment
rates for fixed income assets

= For non-fixed interest assets, return assumption is based on
long-term expected return less a margin less a one-time
market correction assumption

- [ Manulife Financial
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General Account Investment Return

Investment Risks Investment Riskg Non-
Fixed Interest -| Fixed Interest

Assumption  ¢Reinvestment initially at » Total return based on long term

current market rates/spreads historic market returns applied to
Methodology net of credit allowance current fair value
* Scenario tests evaluate * Returns reduced by:
impact of future different a) introducing matrgin for
paths of interest rates annual return under

performance (10-20% of
expected return)

b} one time market correction
of 25-40% assumied to occur
at durations where maximum
impact on valuation

S|

Fixed income:

* For fixed interest assets, approaches should lead to similar outcome:

* CGAAP approach starts with observed market interest rate for the
assets and deducts credit loss expectation

* Risk Free+ liquidity approach starts with risk free rate and adds back
liguidity premium

= CGAAP approach ensures better accounting match and eliminates

substantial volatility by appropriately reflecting the market trading
dynamics of life insurance business model

Non fixed income:

= CGAAP approach will directly diffuse the future cash flows from these
assets against the liabilities (long term) they are expected to support

* Risk free + liquidity premium approach will treat non fixed income assets
as zero duration assets increasing mismatch risk so that the full interest
movement Is reflected in earnings on a market value basis.

Appendix
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s Key Outcomes from CALM Approach

= Liability valuation movement will offset asset valuation
movement to the extent there is an effective ALM
match

= Non fixed income can be matched against long
duration cash flows (still have market volatility for
non-pass through products but fixed interest
mismatch is reduced)

= Impact of credit impairments / down grades will
impact current period income

= Asset trading / re-positioning can directly impact
cashflows

Will encourage investment in * Asset accounting will reguire
impairments and MTM of any negative

junk bonds to reduce liability asset appreciation thereby punishing
values risky Investment strategies
s : * Most regulateory bodies severely restrict
investment thresholds in below-
investment grade assets

Assets and liabilities should be - Life insurance business model a

; _ reflection of Asset and Liability Matching
measured independently — no [more so than any other industry]. Is a

concept of "matching” under broad application of *hedge accounting”
IFRS. in insurance context.

+ Use of business model for accounting
purposes is consistent with IFRS 9 for
financial instruments at amortized cost

Would lead to lack of » Can readily be addressed through
comparability/consistency disclosure (e.g. excess/deficiency vs

- risk free discounting)
between insurers

2 >Introduction>> CGAAP >> Examples >A]ternatives> Conclusion>
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Consistent with how liabilities
are measured in block
transactions and therefore
representative of “fair value”

Consistent with the business

( ) s >Introdué‘f|an>

Response

» No business combination or purchase of
insurance liabilities would ever be
completed without a transfer of assets
backing those liabllities [i.e. block]

« Acquirer will value liabilities in..
determining purchase price by.ieflected
expected asset return in discount rate.

« Will result in financial statements that
are the most relevant and useful to
users.

» Sensitivities, and impacts of other
discounting approaches addressed
through disclosures for comparability

- [ Manulife Financial -
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