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Equity Model

▪ Prior to the 2024 GOES field test (FT2), ACLI identified that 
equity calibrations were meaningfully more severe for the tail 
distribution in the longer time horizon than the Academy's 
criteria

▪ Specifically, Gross Wealth Factor (GWF) targets at higher 
durations (20+ years) in the right (low return) tails were lower 
than targets.

▪ It is unclear how certain parameters were set in the calibration
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Equity Model

▪ ACLI proposed an alternative approach to address this concern.

▪ In March 2024 discussions, Conning raised concerns regarding the 
jump process in other equity indices in the ACLI approach.

▪ Given turnaround time, ACLI was not able to address these issues 
before FT2 and agreed to revisit the issue after the field test.

▪ Subsequently, we have updated ACLI calibration to address the 
issues regarding the correlations and jump processes of the other 
indices relative to the Large Cap concern identified by Conning
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Equity Model

▪ ACLI proposal calibrated to the history by using Maximum Likelihood 
Estimation (MLE) with additional adjustments to make sure appropriate 
relationship across model indices. This approach aligns with the 
adopted AAA Equity Criteria based on average GWFs across reference 
models.

▪ Under this approach, modeled returns reasonably reflect the historical 
market distribution and key relationships across indices, including return 
volatility and Sharpe ratio.

▪ Modeled ACLI results are based on externally implemented GEMS proxy 
model based on publicly disclosed model details.  Proposed parameters 
must be run directly through GEMS software to confirm intended 
outcomes and for possible minor refinements.

4



Appendix
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GEMS FT2 / AAA Criteria
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