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ACTUARIAL STANDARDS BOARD (ASB) MEETING NO 82 
MARCH 20, 2017 

TELECONFERENCE 
1:00 P.M. – 3:00 P.M. 

 

Present: Stephen Cheng 
Ty Faulds, chair 
Conrad Ferguson, vice-chair 
Jacqueline Friedland 
Alexis Gerbeau  
Edward Gibson 
Mario Marchand 
Josephine Marks 
Geoffrey Melbourne 
Dave Oakden 
Catherine Robertson 
Pierre Dionne, ex officio 
Tony Williams 

Absent: Michel Simard, ex officio 

Staff: Josée Racette 

Guests: Dean Stamp for item 82.1; Dominic Hains for item 82.2; Jean-Yves Rioux and 
Caroline Rendall for item 82.3; all at the invitation of the chair. 

 
82.1 Equity Calibration 

Ty Faulds welcomed Dean Stamp and thanked him for putting everything together. 

Dean provided some comments concerning the rationale and the process that lead to the initial 
communication of a promulgation on equity calibration. He also briefly discussed a research 
paper that provides the supporting data. 

Rationale: to reflect more up-to-date market experience (up to December 2015) and to include 
volatility criteria given the importance of hedging programs in the industry and the fact that the 
hedging programs are reflected in the valuation.  

He mentioned the considerations related to establishing the volatility criteria now provided, in 
the form of minimum values of the annualized standard deviation of continuously compounded 
monthly returns for the 90th, and 95th percentiles for the one-year and five-year horizons. It 
should be noted that the recommendations are not intended to be dependent on any one 
model. 

Dean answered questions (for example, nominal or real return, the shorter time period used 
when compared to what a pension practitioner would look at). He also addressed a few concerns 
that were raised (with regard to the left tail, and the mean). 

It was suggested that key considerations related to daily versus monthly returns be explained in 
more detail. 
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The research paper has not yet been reviewed by the Practice Council. 

The Committee on Life Insurance Financial Reporting was comfortable with the paper. 

82.2 Mortality Improvement 

Dominic Hains joined the ASB for the discussion on this topic. He presented a high-level summary 
of key items discussed by the designated group (DG) in the preparation of the initial 
communication of a promulgation and the following was noted: 
• Key assumption made by the DG: they agree with the base mortality improvement rate table 

developed by the task force. 
• Long term estimate: it is quite judgmental and there was a diversity of opinions among the 

members of the group. 
• Margin for adverse deviations (MfAD): once again, the group managed to find some common 

ground. 
• The base table now varies by attained age and calendar year. 
• The rationale for recommending adding/subtracting a constant number as a margin rather 

than a % margin was discussed. 
• The document introduces the ability to recognize diversification of death-supported with life 

supported sensitive blocks of business. 
• Some concerns were raised concerning the calculation example on page 6. 
• It was suggested to provide an actual example in an appendix (for example, include a 

spreadsheet or a very simple example). 
• The DG expects some feedback following the publication of the initial communication. 
• The research paper is currently being circulated to all practice committees to gather 

comments. 
• The DG feels that everything discussed in the NOI can be covered in the promulgation and 

that no changes to the standards are required. 
• the reasons the DG is comfortable handling the application to Accident and sickness business 

via the promulgation was discussed.  

82.3 Economic Promulgations 

Jean-Yves Rioux and Caroline Rendall joined the ASB and presented an update on the progress of 
the work to date.  

They talked about the process, the preliminary thoughts for a drop of 20 to  
30 bps, and presented some preliminary findings.  

Overall, the group used the same approach as the former subcommittee had used and 
highlighted the differences. 

An educational note is also being prepared. 

They also indicated that the work is a little bit behind (when comparing to the timeline) but that 
it expects to meet the deadline. 

Two specific questions were put to the ASB as follows: 

• Is ASB comfortable with our decision to revise the approach to determining the synthetic 
short term rates? 

• We want to propose to revise the range for the median returns from the 40th and 60th 
percentiles to the 35th and 65th percentiles. Is ASB comfortable with this? 
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After careful deliberation, the ASB indicated it was comfortable with what is being proposed. 
 
82.4 Other ASB Business 

There being no further business, the meeting concluded at 3:10 p.m. The next meeting of the 
ASB will take place on April 3, 2017. 


