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Valuation of Life Insurance Liabilities: Understanding the Financial Backbone of Life Insurance
Companies

Valuation of life insurance liabilities is a critical process that plays a central role in the financial
health and regulatory compliance of life insurance companies. At its core, it involves estimating the
present value of future obligations an insurer owes to policyholders. This valuation is not just a
bookkeeping exercise; it is a sophisticated blend of actuarial science, financial modeling, and risk
assessment that ensures insurers can meet their promises while maintaining solvency.

If you’ve ever wondered how life insurance companies decide how much money to set aside today to
cover claims that may arise decades later, understanding the valuation of life insurance liabilities will
shed light on this essential industry practice.

What Are Life Insurance Liabilities?

Before diving into the valuation methods, it’s important to clarify what life insurance liabilities actually
are. Simply put, liabilities in this context are the insurer’s future financial obligations to policyholders.
These might include:

Death benefits payable upon the policyholder’s demise

Maturity benefits for endowment or savings policies

Cash surrender values for policies that are terminated early

Policyholder dividends or bonuses in participating policies

These liabilities can stretch over many years or even decades, making their valuation inherently
complex. Insurers must estimate not only when these payments will be made but also how much they
will be, factoring in mortality, morbidity, lapses, expenses, and interest rates.

Why Is Accurate Valuation Crucial?

The valuation of life insurance liabilities is fundamental for several reasons:

- **Financial Stability:** Proper valuation ensures that the insurer has adequate reserves to pay future
claims, protecting policyholders and maintaining trust.
- **Regulatory Compliance:** Insurance regulators require companies to hold sufficient reserves,
which depend on liability valuations, to safeguard the insurance market.
- **Pricing and Profitability:** Understanding liabilities helps insurers price new policies correctly and



manage profitability.
- **Investor Confidence:** Transparent liability valuations provide investors with confidence in the
insurer’s financial strength.

Key Components in Valuation of Life Insurance
Liabilities

Valuing life insurance liabilities isn’t straightforward, as it involves estimating uncertain future events.
Insurers rely heavily on actuarial models, which incorporate various components:

Mortality and Morbidity Assumptions
Mortality rates indicate the probability of death for insured individuals at different ages. Accurate
mortality assumptions are essential because death benefits are the primary liability for life insurers.
Morbidity assumptions apply to health-related policies, estimating the likelihood of illness or disability
claims.

Lapse and Surrender Rates
Not all policyholders maintain their policies until maturity or death. Some may surrender or lapse their
policies, affecting the timing and amount of liabilities. Estimating these rates helps insurers adjust
their reserve calculations.

Interest Rate and Discounting
Future liabilities are discounted to their present value using an appropriate interest rate. The choice
of discount rate is crucial—using a rate that is too high can understate liabilities, while a rate that is
too low can overstate them. Modern valuation often uses risk-free or risk-adjusted discount rates
reflecting current market conditions.

Expenses and Policyholder Behavior
Ongoing administrative costs and expected policyholder behavior, such as premium payment
patterns, also influence liability estimates.

Common Methods for Valuation of Life Insurance
Liabilities

Several actuarial approaches are used to value life insurance liabilities, each with its advantages and
challenges.



Net Premium Reserve Method
This traditional method calculates reserves by considering the difference between the present value
of future benefits and the present value of future net premiums. It assumes a simplified model where
premiums cover future claims without expenses or profit margins. While straightforward, it’s less
commonly used now due to its limitations in reflecting real-world complexities.

Gross Premium Valuation (GPV)
GPV is more comprehensive, incorporating expenses, lapses, and other policyholder options. It
calculates reserves as the difference between the present value of future benefits plus expenses and
the present value of future gross premiums. This method aligns better with actual policy experience
and regulatory requirements.

Projection-Based Models (Stochastic and Deterministic)
Modern valuation often employs projection techniques that simulate future cash flows under various
economic scenarios. Deterministic models use fixed assumptions, while stochastic models incorporate
randomness to capture uncertainty in factors like interest rates and mortality. Stochastic modeling
offers a richer understanding of risk and capital requirements but can be computationally intensive.

Regulatory Frameworks Impacting Liability Valuation

Insurance regulators worldwide impose strict rules on how life insurance liabilities should be valued to
ensure policyholder protection.

Solvency II and Risk-Based Capital
In Europe, Solvency II establishes a risk-based capital framework requiring insurers to calculate
technical provisions that reflect the best estimate of liabilities plus a risk margin. This approach
promotes transparency and aligns reserves with actual risk exposure.

Statutory Accounting Principles (SAP)
In the United States, statutory accounting focuses on conservatism, often resulting in more prudent
reserve requirements. The National Association of Insurance Commissioners (NAIC) sets guidelines
that insurers must follow.

International Financial Reporting Standards (IFRS 17)
IFRS 17, effective in many jurisdictions, standardizes insurance contract accounting, requiring insurers
to measure liabilities based on current estimates and discount rates, providing more consistent and
comparable financial statements.



Challenges in Valuing Life Insurance Liabilities

Despite advances in modeling and data analytics, several challenges persist:

- **Data Quality and Availability:** Accurate mortality and lapse data may be limited or outdated,
affecting assumption reliability.
- **Changing Demographics and Medical Advances:** Improvements in longevity or shifts in health
trends can rapidly alter expected liabilities.
- **Economic Volatility:** Interest rate fluctuations and market uncertainty influence discount rates
and asset returns, complicating valuations.
- **Policyholder Behavior Uncertainty:** Predicting lapses, surrenders, or premium payment patterns
remains difficult, especially under changing economic conditions.

Tips for Effective Valuation Practices

To navigate these complexities, insurers and actuaries can adopt several best practices:

Regular Experience Studies: Continuously update assumptions based on the latest
policyholder experience and emerging trends.

Use of Advanced Analytics: Leverage machine learning and big data to enhance mortality
and lapse predictions.

Scenario Testing and Stress Analysis: Evaluate liability sensitivity to various risk factors to
understand vulnerabilities.

Collaboration Between Actuarial and Finance Teams: Ensure consistency in assumptions
and financial reporting.

Transparent Documentation: Maintain clear records of assumptions, methods, and rationale
to support regulatory reviews and audits.

Why the Valuation of Life Insurance Liabilities Matters
to You

Whether you’re a policyholder, investor, or someone interested in the insurance industry,
understanding the valuation of life insurance liabilities gives insight into how insurers manage risk
and safeguard your benefits. It reveals the careful balancing act between guaranteeing future
payouts and maintaining financial stability today.

In a world where life expectancy, economic conditions, and regulatory landscapes are constantly
evolving, the valuation process remains dynamic and essential. It is a testament to the actuarial



profession’s expertise and the insurance industry’s commitment to fulfilling promises made to millions
of individuals and families worldwide.

By appreciating the complexities behind the scenes, one can better grasp why insurers set premiums
at certain levels, why policies might become more expensive over time, or how companies remain
solvent even decades after issuing a policy.

The valuation of life insurance liabilities, therefore, is not just a technical necessity; it’s the financial
backbone that supports the very purpose of life insurance—providing peace of mind and financial
security for the future.

Frequently Asked Questions

What is the primary purpose of valuing life insurance
liabilities?
The primary purpose of valuing life insurance liabilities is to determine the present value of the
insurer's future obligations to policyholders, ensuring that the company holds sufficient reserves to
meet these claims and maintain financial stability.

Which methods are commonly used for the valuation of life
insurance liabilities?
Common methods include the net premium method, gross premium method, and the prospective and
retrospective valuation approaches. Actuarial techniques like the use of mortality tables, interest
rates, and lapse assumptions are integral to these methods.

How does the choice of discount rate affect the valuation of
life insurance liabilities?
The discount rate significantly impacts the present value of future liabilities; a higher discount rate
reduces the liability value, while a lower rate increases it. Selecting an appropriate discount rate is
crucial as it reflects the time value of money and investment risk.

What role do mortality assumptions play in the valuation of
life insurance liabilities?
Mortality assumptions estimate the likelihood of policyholders' death at various ages, directly
influencing the timing and amount of claim payments. Accurate mortality assumptions ensure realistic
liability valuations and adequate reserve setting.

How do regulatory frameworks influence the valuation of life
insurance liabilities?
Regulatory frameworks establish guidelines and standards for calculating reserves and valuing



liabilities, often prescribing minimum assumptions and methods to ensure solvency and protect
policyholders. Compliance with these regulations ensures consistency and reliability in liability
valuations.

Additional Resources
Valuation of Life Insurance Liabilities: A Professional Review

Valuation of life insurance liabilities is a critical component in the financial management and
regulatory oversight of life insurance companies. Accurately estimating these liabilities not only
ensures the solvency and financial health of insurers but also protects policyholders and maintains
market confidence. This complex process involves a detailed assessment of future policyholder
obligations, discounted to present values, considering various risk factors and assumptions. As
regulatory frameworks evolve and the insurance landscape becomes more sophisticated, the
valuation methodologies for life insurance liabilities have also advanced, integrating actuarial science,
financial theory, and regulatory compliance.

Understanding Life Insurance Liabilities

Life insurance liabilities refer to the present value of expected future cash flows that an insurer must
pay to policyholders or beneficiaries. These include death benefits, survival benefits, surrender
values, and other contractual obligations. The valuation of these liabilities requires an understanding
of the policy terms, demographic factors, economic variables, and regulatory requirements.

Unlike typical debt obligations, life insurance liabilities are contingent on uncertain future events such
as mortality, morbidity, policyholder behavior, and economic conditions. This inherent uncertainty
makes their valuation particularly challenging and necessitates robust actuarial models and
assumptions.

Key Components of Life Insurance Liabilities

Policy Reserves: The amount set aside to cover future claims and benefits under existing
contracts.

Claims Reserves: Funds reserved for claims that have been incurred but not yet settled.

Unearned Premiums: Premiums received but not yet earned because the coverage period
extends beyond the reporting date.

Each of these components must be carefully estimated to reflect the insurer’s true financial position.



Methodologies for Valuing Life Insurance Liabilities

The valuation process typically involves actuarial techniques that project future cash flows and
discount them to a present value using appropriate discount rates. The choice of methodology
depends on the nature of the insurance product, regulatory requirements, and the purpose of the
valuation.

Traditional Net Premium Valuation

Historically, many insurers used the net premium method, which calculates reserves based on net
premiums—premiums that cover only the expected cost of claims and expenses. This approach, while
simple, often underestimates the true risk because it excludes margins for adverse deviation and non-
claim expenses.

Gross Premium Valuation

The gross premium method improves on this by including both claims and expense loadings, as well
as allowances for profit margins and risk contingencies. This method is more aligned with modern
regulatory frameworks such as Solvency II and International Financial Reporting Standards (IFRS 17),
which emphasize market-consistent valuations.

Stochastic Modeling

For complex products with embedded options and guarantees, insurers often employ stochastic
models that simulate a wide range of possible future scenarios. This approach captures the variability
and uncertainty in mortality rates, interest rates, lapse rates, and other factors. Stochastic valuation
is particularly valuable for products like variable life insurance and universal life policies.

Critical Assumptions in Liability Valuation

Accurate valuation hinges on realistic assumptions. Actuaries must estimate parameters that
influence future cash flows, including:

Mortality and Morbidity Rates: Using mortality tables adjusted for current and expected
future experience.

Interest Rate Environment: Discount rates reflecting the time value of money and
investment risks.

Lapse and Surrender Rates: Policyholder behavior that affects the timing and amount of
payouts.



Expense Assumptions: Administrative and acquisition expenses associated with managing
policies.

These assumptions are regularly reviewed and updated to reflect emerging trends and economic
conditions.

Impact of Regulatory Standards

Regulatory frameworks such as Solvency II in Europe and the NAIC model regulations in the United
States have significantly influenced valuation practices. They require insurers to hold sufficient capital
against their liabilities, measured on a market-consistent basis. This means liabilities must be valued
using discount rates derived from observable market data and include risk margins to cover
uncertainty.

IFRS 17, effective since 2023, has introduced a standardized accounting approach for insurance
contracts, emphasizing transparency and comparability. Under IFRS 17, life insurance liabilities are
measured using a current estimate of future cash flows, discounted at a rate that reflects the
characteristics of the cash flows, plus a Contractual Service Margin (CSM) that represents unearned
profit.

Challenges and Considerations in Valuation

While actuarial methods have become more sophisticated, the valuation of life insurance liabilities
remains fraught with challenges.

Data Quality and Availability

Reliable and granular data is essential for accurate assumptions. Incomplete or outdated data can
lead to misestimations, affecting reserve adequacy. Insurers often invest heavily in data management
and analytics to enhance their valuation accuracy.

Model Risk

The complexity of valuation models introduces model risk—the possibility that the chosen model or its
implementation may be flawed. Regular model validation, back-testing, and sensitivity analysis are
necessary to mitigate this risk.

Market Volatility

Fluctuations in interest rates and financial markets can significantly impact the discount rates and the



value of liabilities, particularly for long-duration contracts. This volatility requires insurers to adopt
dynamic hedging strategies and stress testing.

Policyholder Behavior Uncertainty

Behavioral assumptions, such as lapse rates, can be unpredictable, especially in changing economic
environments. Misestimating these can lead to under- or over-reserving.

Technological Advancements and Their Role

The rise of big data analytics, machine learning, and artificial intelligence is transforming the way
insurers approach the valuation of life insurance liabilities. Advanced predictive models enable more
accurate mortality and lapse projections, while automation improves efficiency and reduces errors in
calculations.

Furthermore, cloud computing offers scalable solutions for running complex stochastic models,
enabling real-time risk assessment and regulatory reporting.

Implications for Stakeholders

For insurers, precise valuation of life insurance liabilities is essential for capital management, pricing
strategies, and product development. Regulators rely on these valuations to ensure market stability
and consumer protection. Investors and rating agencies assess an insurer’s financial strength based
on the adequacy of its reserves and risk management practices.

Policyholders indirectly benefit from robust liability valuations, as they help guarantee the insurer’s
ability to meet its promises, fostering trust and confidence.

In an industry characterized by long-term commitments and uncertainty, the valuation of life
insurance liabilities remains a cornerstone of prudent financial management. Continuous
improvement in methodologies, data quality, and regulatory compliance will shape the future
landscape of insurance liability valuation.
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  valuation of life insurance liabilities: Valuation of Life Insurance Liabilities Louis J.
Lombardi, 2006
  valuation of life insurance liabilities: The Fair Value of Insurance Liabilities Irwin T.
Vanderhoof, Edward Altman, 2013-04-17 This book explores theoretical and practical implications of
reflecting the fair value of liabilities for insurance companies. In addition, the contributions discuss
the disclosure of these values to the financial and regulatory communities and auditing firms which
are actually calculating this illusive but important variable. It combines contributions by
distinguished practitioners from the insurance, accounting and finance fields, with those of
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  valuation of life insurance liabilities: The Oxford Guide to Financial Modeling Thomas S.
Y. Ho, Sang Bin Lee, 2004-01-15 The essential premise of this book is that theory and practice are
equally important in describing financial modeling. In it the authors try to strike a balance in their
discussions between theories that provide foundations for financial models and the institutional
details that provide the context for applications of the models. The book presents the financial
models of stock and bond options, exotic options, investment grade and high-yield bonds, convertible
bonds, mortgage-backed securities, liabilities of financial institutions--the business model and the
corporate model. It also describes the applications of the models to corporate finance. Furthermore,
it relates the models to financial statements, risk management for an enterprise, and asset/liability
management with illiquid instruments. The financial models are progressively presented from option
pricing in the securities markets to firm valuation in corporate finance, following a format to
emphasize the three aspects of a model: the set of assumptions, the model specification, and the
model applications. Generally, financial modeling books segment the world of finance as
investments, financial institutions, corporate finance, and securities analysis, and in so doing they
rarely emphasize the relationships between the subjects. This unique book successfully ties the
thought processes and applications of the financial models together and describes them as one
process that provides business solutions. Created as a companion website to the book readers can
visit www.thomasho.com to gain deeper understanding of the book's financial models. Interested
readers can build and test the models described in the book using Excel, and they can submit their
models to the site. Readers can also use the site's forum to discuss the models and can browse
server based models to gain insights into the applications of the models. For those using the book in
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  valuation of life insurance liabilities: The Fair Value of Insurance Business Irwin T.



Vanderhoof, Edward I. Altman, 2012-12-06 Insurance companies, as well as banks and thrift
institutions, have traditionally reported assets and liabilities on the basis of their amortized cost, or
book value. But following the turmoil in securities markets due to highly volatile interest rate
fluctuations in the 1980s and the early 1990s, and problems caused by inadequate liquidity, in the
mid-1990s the Financial Accounting Standards Board (FASB) issued a new ruling calling for financial
intermediaries to report the fair, or market, value of most assets. Called FAS 115, this new standard
is the first step in the eventual change to valuing all the assets and liabilities belonging to financial
intermediaries under the fair value accounting method. Thus, these changes will pose tremendous
future implications for three key business measures of a financial intermediary: Solvency: if the fair
values of assets and liabilities are out-of-step, then healthy companies may report negative net worth
and insolvent companies may appear to be in sound financial condition. Reported Earnings: if the
fair values of assets and liabilities are out of step, then reported earnings will not accurately
represent the financial operations of the company. Risk Management: FASB recently postponed the
implementation of its new rules on accounting for the use of derivatives instruments. However, if the
final set of rules for figuring the fair value of derivatives is not carefully crafted, it may be possible
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examples of the fair valuing of annuity contracts, while the second offers examples of the fair valuing
of term insurance products. As the papers collected in The Fair Value of Insurance Business extend
and update some of the issues treated in a previous Salomon Center conference volume, The Fair
Value of Insurance Liabilities, this new volume may be viewed as a companion to the earlier book.
  valuation of life insurance liabilities: Australia International Monetary Fund, 2012-11-21
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system total assets as at end-2011. Since 2007, the insurance market has been consolidating steadily
as the total number of players fell from 190 to 172 although branches of foreign-owned general
insurers rose from 36 to 43. The industry was comprised of 24 life insurers, 108 general insurers, 19
reinsurers, 7 captive general insurers and 14 friendly societies as at end-June 2011.
  valuation of life insurance liabilities: GAAP Guide Level A 2009 Jan R. Williams, Joseph V
Carcello, Ph.D., CPA, Joseph V. Carcello, Terry L. Neal, 2008 Providing an analysis of authoritative
GAAP literature contained in Level A of the GAAP hierarchy, this resource discusses each
pronouncement in a comprehensive format that makes it easy to understand and apply.
  valuation of life insurance liabilities: The Routledge Companion to Fair Value and Financial
Reporting Peter Walton, 2012-08-21 Comprising contributions from a unique mixture of academics,
standard setters and practitioners, and edited by an internationally recognized expert, this book, on
a controversial and intensely debated topic, is the only definitive reference source available on the
topics of fair value and financial reporting. Drawing chapters from a diverse range of contributors on
different aspects of the subject together into one volume, it: examines the use of fair value in
international financial reporting standards and the US standard SFAS 157 Fair Value Measurement,
setting out the case for and against looks at fair value from a number of different theoretical
perspectives, including possible future uses, alternative measurement paradigms and how it
compares with other valuation models explores fair value accounting in practice, including audit,
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Japan and the USA, and Enron’s use of fair value An outstanding resource, this volume is an



indispensable reference that is deserving of a place on the bookshelves of both libraries and all those
working in, studying, or researching the areas of international accounting, financial accounting and
reporting.
  valuation of life insurance liabilities: Managing Investment Portfolios John L. Maginn,
Donald L. Tuttle, Dennis W. McLeavey, Jerald E. Pinto, 2010-03-18 A rare blend of a well-organized,
comprehensive guide to portfolio management and a deep, cutting-edge treatment of the key topics
by distinguished authors who have all practiced what they preach. The subtitle, A Dynamic Process,
points to the fresh, modern ideas that sparkle throughout this new edition. Just reading Peter
Bernstein's thoughtful Foreword can move you forward in your thinking about this critical subject.
—Martin L. Leibowitz, Morgan Stanley Managing Investment Portfolios remains the definitive
volume in explaining investment management as a process, providing organization and structure to
a complex, multipart set of concepts and procedures. Anyone involved in the management of
portfolios will benefit from a careful reading of this new edition. —Charles P. Jones, CFA, Edwin Gill
Professor of Finance, College of Management, North Carolina State University
  valuation of life insurance liabilities: CFA Program Curriculum 2018 Level III CFA
Institute, 2017-08-01 Apply CFA Program concepts and skills to real-world wealth and portfolio
management for the 2018 exam The same official curricula that CFA Program candidates receive
with program registration is now publicly available for purchase. CFA Program Curriculum 2018
Level III, Volumes 1-6 provides complete, authoritative guidance on synthesizing the entire CFA
Program Candidate Body of Knowledge (CBOK) into professional practice for the 2018 exam. This
book helps you bring together the skills and concepts from Levels I and II to formulate a detailed,
professional response to a variety of real-world scenarios. Coverage spans all CFA Program topics
and provides a rigorous treatment of portfolio management, all organized into individual study
sessions with clearly defined Learning Outcome Statements. Visual aids clarify complex concepts,
and practice questions allow you to test your understanding while reinforcing major content areas.
Levels I and II equipped you with foundational investment tools and complex analysis skill; now,
you'll learn how to effectively synthesize that knowledge to facilitate effective portfolio management
and wealth planning. This study set helps you convert your understanding into a professional body of
knowledge that will benefit your clients' financial futures. Master essential portfolio management
and compliance topics Synthesize your understanding into professional guidance Reinforce your
grasp of complex analysis and valuation Apply ethical and professional standards in the context of
real-world cases CFA Institute promotes the highest standards of ethics, education, and professional
excellence among investment professionals. The CFA Program Curriculum guides you through the
breadth of knowledge required to uphold these standards. The three levels of the program build on
each other. Level I provides foundational knowledge and teaches the use of investment tools; Level
II focuses on application of concepts and analysis, particularly in the valuation of assets; and Level
III builds toward synthesis across topics with an emphasis on portfolio management.
  valuation of life insurance liabilities: CFA Program Curriculum 2017 Level III, Volumes
1 - 6 CFA Institute, 2016-08-01 Apply CFA Program concepts and skills to real-world wealth and
portfolio management for the 2017 exam The same official curricula that CFA Program candidates
receive with program registration is now publicly available for purchase. CFA Program Curriculum
2017 Level III, Volumes 1-6 provides complete, authoritative guidance on synthesizing the entire
CFA Program Candidate Body of Knowledge (CBOK) into professional practice for the 2017 exam.
This book helps you bring together the skills and concepts from Levels I and II to formulate a
detailed, professional response to a variety of real-world scenarios. Coverage spans all CFA Program
topics and provides a rigorous treatment of portfolio management, all organized into individual
study sessions with clearly defined Learning Outcome Statements. Visual aids clarify complex
concepts, and practice questions allow you to test your understanding while reinforcing major
content areas. Levels I and II equipped you with foundational investment tools and complex analysis
skill; now, you'll learn how to effectively synthesize that knowledge to facilitate effective portfolio
management and wealth planning. This study set helps you convert your understanding into a



professional body of knowledge that will benefit your clients' financial futures. Master essential
portfolio management and compliance topics Synthesize your understanding into professional
guidance Reinforce your grasp of complex analysis and valuation Apply ethical and professional
standards in the context of real-world cases CFA Institute promotes the highest standards of ethics,
education, and professional excellence among investment professionals. The CFA Program
Curriculum guides you through the breadth of knowledge required to uphold these standards. The
three levels of the program build on each other. Level I provides foundational knowledge and
teaches the use of investment tools; Level II focuses on application of concepts and analysis,
particularly in the valuation of assets; and Level III builds toward synthesis across topics with an
emphasis on portfolio management.
  valuation of life insurance liabilities: CFA Program Curriculum 2019 Level III Volumes
1-6 Box Set CFA Institute, 2018-08-24 Apply CFA Program concepts and skills to real-world wealth
and portfolio management for the 2019 exam The same official curricula that CFA Program
candidates receive with program registration is now publicly available for purchase. CFA Program
Curriculum 2019 Level III, Volumes 1-6 provides complete, authoritative guidance on synthesizing
the entire CFA Program Candidate Body of Knowledge (CBOK) into professional practice for the
2019 exam. This book helps you bring together the skills and concepts from Levels I and II to
formulate a detailed, professional response to a variety of real-world scenarios. Coverage spans all
CFA Program topics and provides a rigorous treatment of portfolio management, all organized into
individual study sessions with clearly defined Learning Outcome Statements. Visual aids clarify
complex concepts, and practice questions allow you to test your understanding while reinforcing
major content areas. Levels I and II equipped you with foundational investment tools and complex
analysis skill; now, you'll learn how to effectively synthesize that knowledge to facilitate effective
portfolio management and wealth planning. This study set helps you convert your understanding
into a professional body of knowledge that will benefit your clients' financial futures. Master
essential portfolio management and compliance topics Synthesize your understanding into
professional guidance Reinforce your grasp of complex analysis and valuation Apply ethical and
professional standards in the context of real-world cases CFA Institute promotes the highest
standards of ethics, education, and professional excellence among investment professionals. The
CFA Program curriculum guides you through the breadth of knowledge required to uphold these
standards. The three levels of the program build on each other. Level I provides foundational
knowledge and teaches the use of investment tools; Level II focuses on application of concepts and
analysis, particularly in the valuation of assets; and Level III builds toward synthesis across topics
with an emphasis on portfolio management.
  valuation of life insurance liabilities: Credit Analysis of Financial Institutions Waymond A.
Grier, 2007 This second edition builds on the success of the first edition - the first book to look at
how credit analysis of each major type of financial institution is best approached in an environment
of integration, consolidation and globalisation within the financial services industry.
  valuation of life insurance liabilities: Modernizing Insurance Regulation John H. Biggs,
Matthew P. Richardson, 2014-03-25 The future of the insurance regulation begins now For those
involved with the insurance industry, from investmentprofessionals to policy makers, and regulators
to legislators,tremendous change is coming. With insurance premiums constitutingan ever-growing
portion of annual U.S. GDP and provisions of theDodd-Frank Act specifically calling for
modernization of insuranceregulations, the issues at hand are pervasive. In ModernizingInsurance
Regulation, these issues are described against abackdrop of the political and industry discussions
that surroundinsurance, regulation, and systemic risk. Experts Viral V. Acharyaand Matthew
Richardson discuss a variety of issues with topthinkers in the fields of finance, derivatives, credit
risk, andbanking to bring to light the most germane elements of this ongoingdiscussion. In
Modernizing Insurance Regulation, Acharya andRichardson call on the expertise of all the relevant
stakeholderswithin government, academia, and industry to offer a well-roundedand independent
view of insurance regulation and how the evolutionof this key industry affects the U.S. economy now



and in thefuture. Provides an overview of the feasibility of maintaining astate-level regulatory
structure Offers a view of the issues from top academics, industryleaders, and state regulators
Explores the debate surrounding the insurance industry andsystemic risk Provides an in-depth look
at upcoming changes under theDodd-Frank Act Modernizing Insurance Regulation provides a look
into thecrucial changes coming to insurance regulation and an overview ofhow those changes will
affect almost everyone.
  valuation of life insurance liabilities: Norway International Monetary Fund. Monetary and
Capital Markets Department, 2015-09-17 This Technical Note presents key findings of insurance
sector stress tests on Norway. Although the financial condition of insurance companies under
Solvency I has generally been sound, insurers face major challenges going forward, thus placing an
important premium on sound risk management and effective oversight by supervisors. The stress
tests (under Solvency II) confirm that life insurers are vulnerable to severe shocks. The stress tests
pointed to the high sensitivity of life insurers to market risks such as equity prices, real estate
prices, and credit spreads. The risks to insurers are particularly pronounced if interest rates fall
further from the current levels.
  valuation of life insurance liabilities: COMPANY VALUATION UNDER IFRS - 3RD EDITION
Nick Antill, Kenneth Lee, Deborah Taylor, 2020-02-11 Revised and updated. The influence of
International Financial Reporting Standards (IFRS) on accounting across the world is stronger than
ever. Most importantly, this stems from the mandatory adoption of IFRSs in many parts of the world,
including Europe, Canada, Australia, Brazil and, with some relatively small exceptions, China.
Additionally, foreign registrants in the US are also permitted to use IFRS by the SEC. The impact of
IFRSs also extends to accounting developments as the IASB and the FASB work closely together to
formulate new standards such as those recently issued on leasing and revenue recognition. It is
clear that investors, analysts and valuers need to understand financial statements produced under
IFRS to feed in to their valuations and broader investment decisions. Written by practitioners for
practitioners, the book addresses valuation from the viewpoint of the analyst, the investor and the
corporate acquirer. It starts with valuation theory: what is to be discounted and at what discount
rate? It explains the connection between standard methodologies based on free cash flow and on
return on capital. And it emphasizes that, whichever method is used, accurate interpretation of
accounting information is critical to the production of sensible valuations. The authors argue that
forecasts of cash flows imply views on profits and balance sheets, and that non-cash items contain
useful information about future cash flows - so profits matter. The book addresses the implications
for analysis, modelling and valuation of key aspects of IFRS, all updated for recent developments,
including: - Pensions - Stock options - Derivatives - Provisions - Leases - Revenue recognition -
Foreign currency The text also sets out the key differences between IFRS and US GAAP treatments
of these issues, in addition to their implications for analysis. A detailed case study is used to provide
a step-by-step valuation of an industrial company using both free cash flow and economic profit
methodologies. The authors then address a range of common valuation problems, including cyclical
or immature companies, as well as the specialist accounting and modelling knowledge required for
regulated utilities, resource extraction companies, banks, insurance companies, real estate
companies and technology companies. Accounting for mergers and disposals is first explained and
then illustrated with a detailed potential acquisition.
  valuation of life insurance liabilities: Value and Capital Management Thomas C. Wilson,
2015-08-31 A value management framework designed specifically for banking and insurance The
Value Management Handbook is a comprehensive, practical reference written specifically for bank
and insurance valuation and value management. Spelling out how the finance and risk functions add
value in their respective spheres, this book presents a framework for measuring – and more
importantly, influencing – the value of the firm from the position of the CFO and CRO. Case studies
illustrating value-enhancing initiatives are designed to help Heads of Strategy offer CEOs concrete
ideas toward creating more value, and discussion of hard and soft skills put CFOs and CROs in a
position to better influence strategy and operations. The challenge of financial services valuation is



addressed in terms of the roles of risk and capital, and business-specific value trees demonstrate the
source of successful value enhancement initiatives. While most value management resources fail to
adequately address the unique role of risk and capital in banks, insurance, and asset management,
this book fills the gap by providing concrete, business-specific information that connects
management actions and value creation, helping readers to: Measure value accurately for more
productive value-based management initiatives and evaluation of growth opportunities Apply a
quantitative, risk-adjusted value management framework reconciled with the way financial services
shares are valued by the market Develop a value set specific to the industry to inspire initiatives that
increase the firm's value Study the quantitative and qualitative management frameworks that move
CFOs and CROs from measurement to management The roles of CFO and CRO in financial firms
have changed dramatically over the past decade, requiring business savvy and the ability to
challenge the CEO. The Value Management Handbook provides the expert guidance that leads CFOs
and CROs toward better information, better insight, and better decisions.
  valuation of life insurance liabilities: The Impact of IFRS on Industry Mohan R. Lavi,
2016-02-11 The industry-specific guide to IFRS interpretation andapplication One of the biggest
challenges of any reporting standard is howbest to interpret and implement it in the context of a
specificcompany or industry, given that each industry has its ownintricacies and nuances. The
Impact of IFRS on Industryprovides specific guidance on applying IFRS in a diverse range ofsectors.
Opening with an overview of IFRS, including a summary of all thestandards, the book goes on to
provide detailed coverage of thestandards that can impact all industries, including IAS-40, IFRS
1,and IFRS 5. Thereafter, it offers practical advice and guidance onthe application of IFRS in
specific industries, includingautomotive; oil and gas; bio-sciences; infrastructure; airlines;media and
communications; government-owned entities; mining;software; banking and financial services;
insurance; FMCG;shipping; pharmaceuticals; telecoms; real estate and construction;power; SMEs;
retail; e-commerce; and the service sector. The bookconcludes with a discussion on the collateral
impact ofimplementing IFRS and how forthcoming IFRS Standards could impactspecific industries.
Worked examples are used throughout to demonstrate how thestandards are applied in practice.
Understand the IFRS standards comprehensively Learn which standards impact all industries
Examine the ways in which IFRS is applied in practice See how different standards are applied in
specificindustries Suitable as a quick reference or a comprehensive guide, TheImpact of IFRS on
Industry gives you the real-world IFRSanswers you need.
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