Issues raised by CAT WS members regarding the recalibration process and documentation thereof
[bookmark: _GoBack]Suggested answers to be commented by CAT WS members, final decision by EIOPA!
Country factors
· Some members requested to have the average value of all candidate values for a given parameter should be calculated – not for direct use but as an additional reference point to consider .
-> This should not be a problem, the simple average can be provided to experts along with other information on the set of candidate values that will be circulated during the mini Delphi process.
· Members requested that, where neighbouring country data or historical event data is available, this should be included in separate columns.  While the vendor model output should include analysis of historical events in their estimates, and so should be the most accurate assessment, they are models and it is important to have the actual event data available to help the expert judgement process of assessing the values provided by the vendor models. 
-> Re “neighbouring country data”: yes, where such data (e.g. for country factor recalibration, it makes absolutely sense to look at neighbouring country factors for consistency reasons) is available, it will be provided alongside the candidate values for the particular parameter.
where it is not available, proxy data is sought to accompany the candidate values; e.g. for FI WS scenario, it is currently considered to obtain “guesses” on EE, LV and LT WS country factors for this purpose[footnoteRef:1]; in addition, e.g. SE WS parameters will be provided, as these are available from the current version of the DR);
-> re “historical events” as part of the model vendor output: what is modelled is the underlying physical drivers of a peril, not its probability of occurrence[footnoteRef:2]; this means, there exists no data set of historical events at a model vendor that is associated to the proposed country factor; the only thing we could do is looking for historical event data, e.g. where PERILS data is available[footnoteRef:3], for certain scenarios, and roughly check to avoid underestimation of SCR[footnoteRef:4] - nevertheless, it should be born in mind that any data provided is not eligible to finally verify/falsify particular candidate parameter values;  [1:  This is a topic to be discussed during the 24-25 Aug 2017 physical meeting.]  [2:  The model vendors do not directly calculate the model parameters from historic event data.  Instead the models are formed from a number of components.  1) a physical hazard model (e.g. using general circulation models [‘GCMs’] for wind,  recurrence relationships for earthquake, rainfall data for flood.)  2) a vulnerability model that relates hazard at a single location to damage caused.  (These are based on a mixture of detailed individual claims data, engineering considerations, and knowledge of building standards/codes in the area under consideration)
Historical (aggregate) event loss data will usually be used only to validate the models.]  [3:  PERILS loss database does not (yet) contain events significant enough to be of interest in the context of the 1-in-200a event.]  [4:  Whilst fitting a statistical distribution to 20-30 years of loss data will produce an estimate for a 1-in-200 year occurrence, the resulting uncertainty is considerable as the shape of the tail will depend on a tiny number of loss events rather than physical considerations underlying the peril being considered.] 

· All the data should be gross claims for the country
-> this was confirmed by CAT WS participants
· The process and all data used in it must be fully documented
-> This optimal case is what EIOPA is also aiming at; nevertheless, “all” and “fully” might be limited where this would include information that leads to identifiability or to revelation of sensitive intellectual property of a model provider; EIOPA currently follows an approach of asking as much as possible from model owners for two purposes: 1) information set for the CAT WS members to base their decision on; this exchange of information should be based on mutual trust in order to enable the CAT WS to make progress; and 2) as much of this information set as possible should be made available for documentation of the recalibration process, but not more than the model owners can afford to reveal, in order to protect their intellectual property (optimal amount would be the one that enables SF users to replicate the CAT WS’s output, but this has its limits where it would harm the business model of a model owner) .

Zonal relativities/aggregation matrices
· Some CAT WS members believe all scenarios where concerns have been raised regarding the zonal relativities should be investigated by the CAT WS. 
-> No doubt, that the CAT WS will exercise recalibration in all cases where risk zone weight (or aggregation matrix) related concerns have been raised explicitly.
· Where a change is justified, as evidenced through the updated modelling, some CAT WS members believe the time should be taken to address the zonal relativities through consideration of all available data. It was therefore proposed that the modelling of zonal relativities is not restricted to a single model.
-> The exact recalibration process for risk zone weights and aggregation matrices is currently elaborated on in order to gain a more in-depth description; this description should not only deliver the exact sequence of steps to be performed when recalibrating risk zone weights and aggregation matrix for a given scenario, but should also be able to provide more insight on what the additional challenges are in terms of complexity and time consumption when using more than one model’s output as a starting point for the recalibration. 
At the moment, it could be regarded as an option to potentially identify a “leading” model among those available, according to their impartial features, which should be given by each of the model owners, such as date of last model review, model origin[footnoteRef:5],average standard deviation for 1-in-200a estimate for risk zone weights/aggregation matrix for the scenario under consideration. The other models owners could be requested to briefly compare their output with the one of the “leading” model and discussions would only be started, where the values differ “substantially”. [5:  As specialist model vendor’s models are likely to be challenged more by industry clients than brokers’ models, and the latter in turn more than reinsurers’ models, it could be argued that in theory the reliability of the respective output could also vary.] 

· While it has been acknowledged that the level of work is magnified when multiple models are used to (re)calibrate the zonal relativities, some CAT WS members  believe this will provide a more robust calibration and the time should be taken to do this, even if that results in the zonal (re)calibrations being carried out subsequent to the CAT WS’s response to the IPC in September/October.
-> In response to the additional workload: please see response to previous bullet.
-> On timeline for potential recalibration work based on “all available models” – and also potentially on risk zone weight and aggregation matrix recalibration for all recalibration scenarios: 
It might be an option to 1) recalibrate all mandated country factors and those risk zone weights/aggregation matrices, where concerns have been explicitly raised and 2) start recalibrating the more granular level for the remaining scenarios, indicating this to be “on-going CAT WS / recalibration process” in case we do not manage to finish before the public consultation starting in November 2017. This needs to be decided by the SCR review PG/ the IPC.

Data availability for CAT WS/public
· It was understood by some CAT WS members that for each of the models used in the recalibrations, model features, main assumptions, policy conditions etc. will be disclosed to the CAT WS.
-> this was also the understanding of EIOPA staff; what might be referred to here are the “five to six bullet points” that one CAT WS member suggested during the June meeting to be collected for each model which’s input is used for a given scenario;
· CAT WS members required clarification on whether this information will be made publicly available via the recalibration documentation.
-> this was also the understanding of EIOPA staff; as outlined above, we need a decision on whether we can have two sets of information: one for the CAT WS members and one for the general public, where the second is a subset of the first;
· CAT WS members asked for confirmation on whether the IED, used to normalise the scenario, will be made publicly available?
-> there are two aspects about this consideration, which are interlinked:
1) normalised data displaying the geographic split of exposure: this type of data could be used for benchmarking purposes; where exposure data has been normalised to percentages attributed to risk zones, publication should not be a problem, even for non-PERILS data sets;
2) information on the split regarding residential, commercial and industrial property: such data, which might also be more important than the geographic split information to SF users in terms of appropriateness check during the ORSA, may only be contained in client data for some of the model owners, thus being potentially unavailable for publication;
Consequently, different levels of documentation need to be considered, accompanied by a disclaimer/explanation for the lower transparency, where applicable.
· CAT WS members raised the question whether the country factors which were circulated as part of Eduard’s should be treated as confidential:
-> the presumed background is that some CAT WS members might want to make use of the expert knowledge of their own stakeholders, where they are themselves representing industry association; while this aim is understandable, the submitted candidate country factors are output of proprietary models and are currently just input to the CAT WS’s process; it needs to be discussed and decided whether the final outcome of the CAT WS’s recalibration process requires also the input from proprietary models also to be published in order to achieve sufficient transparency; an alternative approach could be to just provide the “average value” (see first bullet under “Country factors”) along with the highest and lowest proposed value to a CAT WS member’s stakeholders; this would endow them with a measure of location and a measure of spread for their own assessment without revealing the particular input; 
