


Answers to this questionnaire should be submitted via the online EU survey tool. 
Qualitative questionnaire 

This qualitative questionnaire serves to accompany the quantitative Excel template and to gain insight in the wider context of diversification in internal models. This insight does not only help to meet the objectives of the study, but also feeds into improving future EIOPA studies. You can fill in one qualitative questionnaire for multiple undertakings in case the answers are the same. 
Your responses can be succinct, but should be sufficiently understandable and comprehensive. 

Participant information
This information should be consistent with information used for QRT reporting
Do you submit one form for multiple undertakings?
· Yes/No
If yes: describe LEI and names
· name of contact point 1
· position/title
· phone number
· email address
· Optional name of contact point 2
· position/title
· phone number
· email address

General approach
1. Do you have a principle stance how diversification should be handled in an internal model? For instance, do you exclude types of dependency structures? Do you have expectations on the correlation settings, or do you apply a cap on the diversification effects?


2. Which validation tasks do you perform to ensure the ongoing compliance of the Internal Model in the context of the modelling of dependencies and resulting diversification effects? Please provide narrated examples of their use. 


3. In general, it is expected that modelling dependencies and correlations are partly subject to expert judgement settings. Please elaborate how the process of setting expert judgements is embedded in the organisation and on the main challenges with regard to the expert judgement settings. 


SCR definition
4. What definition, in accordance with art. 101 and art. 122 of the Directive, have you retained to measure the SCR? In case of “other” definition, or for more details, please use the text box to explain.
Select type:   Choose an item.


Dependencies, aggregation, and risk modelling
Within the Solvency 2 framework, undertakings have the freedom to set-up the model structure, as long as it is in line with the tests and standards as defined in the Directive. Therefore, different approaches are expected. 
The following aggregation approaches could be applicable at both top and lower level risks. See also the definition of these top risks under section III ‘preliminary assumptions’ in the technical specifications
Bottom-up integration:
The dependence structure is based on the simultaneous aggregation of all different risk-factors. Afterwards a stressed P&L is determined for each set of combined risk-factors. Non linear effects, or cross terms, are directly captured in a natural manner. 
Modular approach: 
The dependence structure is based on aggregation of SCRs or P&Ls of the different risks, similar to the standard-formula. The possible non-linear effects or cross-effects between risks are not directly captured since the model assumes “walls” exists between the different risks. 
Sideways integration:
The dependence structure is based on the aggregation of different risk-factors and P&Ls based on multiple partial dependencies. Similar to bottom-up integration, possible non-linear effects or cross-effects between risks are often directly captured. 
5. Please select and describe the aggregation approach applied at top level risks (‘market’, ‘credit’, ‘life’, ‘non life’, ‘health’)  in the internal model.
Aggregation approach: Choose an item.

Explanation:



6. Please describe the aggregation approach(es) applied at the lower level risks in the internal model, e.g. equity, interest, longevity etc.



The following different dependence methods can be applicable, which come forward at different levels or branches of the aggregation tree:
Var-Covar approach:
A correlation matrix is used to aggregate SCRs as in the Standard Formula. Per pair of risks a single parameter will therefore define the dependence in the tail and the body of the distribution for positive and negative P&L movements.

Copula:
This is a structure which will distinguish between the different aspects of dependence. In essence, the appropriate copula can be chosen to specifically calibrate the different levels of dependence in the tail and in the body of the distribution and for positive and negative P&L movements. A lot more freedom exists to customize the dependence structure, but this is accompanied by mathematical complexity.

Common risk-drivers:
Common risk drivers can impact different risks. Underlying risks are identified and their interactions modelled. For instance if inflation is supposed to impact two lines of business, this will create a dependence between both. 
Sum:
One could also simply sum the SCRs of single risks. 

7. Please select and describe the dependency method applied, at top level, in the internal model. If possible, please also specify the parameters of the dependency method, e.g. ‘degrees of freedom’ in case of a copula approach . 

Dependency method Choose an item.





8. Please describe the dependency method (s) applied, at lower level, in the internal model.


9. The body and tail of the distribution can be both relevant in the dependency settings, for instance the correlation settings in the tail could typically differ from the correlation settings in the body of the distribution. Please explain whether you determined the dependency settings in the body and tail of the distributions differently, and how. 



Model Changes and impact COVID-19

10. Did you apply model changes in the dependency, aggregation and correlation settings since your initial model approval? If yes, can you elaborate what initiated these changes? It suffices to describe the most material changes. 


11. Can you elaborate how COVID-19 impacted the assumption settings in the dependency, aggregation and correlation settings? Are model changes expected in light of COVID-19? 


12. Which tests, in the scope of diversification, did you perform to assess the ongoing compliance explicitly in light of COVID-19, and which conclusions did you draw from these tests? Please also elaborate in case validation tests are foreseen in the future with regard to COVID-19.


Complementary information to the quantitative data request
13. In case the reported regulatory SCR does not reconcile with the SCR derived from the simulation data, was that caused by simulation noise? For instance,  by re-simulating the scenarios entered in the sheet “standardized reporting”, or did you use simulations from your own aggregation runs?




 
14. In case the top-level risks in the standardized reporting are not in line with the top-level risks in your internal model: Are the differences sufficiently covered in the template? If not, please elaborate. 


15. Did you make approximations and/or assumptions to generate the data as provided in the standardized model reporting? If yes, please elaborate. 


16. What other challenges did you encounter when producing the data for the data request?



Inputs for second phase questionnaire 
This questionnaire focusses on the top-level risks (market, life, non-life, health, operational), and a second questionnaire is foreseen to be launched in 2021, addressing the lower level ‘inter risk’ dependencies. The following questions aim to collect first inputs for the second phase questionnaire. 
17. What are, in the scope of the internal model, the main risk drivers, or a combination thereof, that drive most of the diversification effects? We further welcome any feedback that EIOPA should take into account when drafting the second phase questionnaire. This feedback can of course address both the content and process of this study.  
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