PUBLIC

7.18 Credit risk

Q135 Section 7.18 Is the current design of Credit risk appropriate for ICS Version 2.07? If “no”, please explain with sufficient detail and
rationale.

Organisation Jurisdiction | Confidential Answer Answer Comments
Canadian Institute of Canada No No The exclusion of internal ratings in ICS is fundamentally misaligned with sound ALM
Actuaries practices, many of which allow the use of internal ratings subject to appropriate governance.

We recommend that internal ratings be allowed within ICS, where these ratings are subject
to oversight by the local regulator.

CLHIA Canada No No The use of internal ratings should be permitted provided there is governance around the
internal rating process. Disallowing the use of internal ratings may incent companies to seek
out lower quality unrated private bonds, and hence is inconsistent with the goal of
encouraging good risk management. Ignoring internal ratings will also discourage insurance
institutions investing in infrastructure projects which in general are unrated. This prohibits
insurance institutions making investments to support economic growth.

China Banking and Insurance | China No Yes
Regulatory Commission

(CBIRC)

European Insurance and EIOPA No Yes

Occupational Pensions
Authority (EIOPA)
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