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17. EIOPA ® Guidelines on Valuation of Technical Provisions Tl¥. MEZFHATFIEIC X 3 EHE R
ML HEHICONT, LTDLBHEEHI AT S,

[6]
Guideline 53A — Use of stochastic valuation
367. Insurance and reinsurance undertakings should use stochastic modelling for the
valuation of technical provisions of contracts whose cash flows depend on future
events and developments, in particular those with material options and guarantees.
368. When assessing whether stochastic modelling is needed to adequately capture the
value of options and guarantees, insurance and reinsurance undertakings should,
in particular but not only, consider the following cases:
- any kind of profit-sharing mechanism where the future benefits depend on the
return of the assets;
- financial guarantees (e.g. technical rates, even without profit sharing
mechanism), in particular, but not only, where combined with options (e.g.
surrender options) whose dynamic modelling would increase the present value of

cash flows in some scenarios.
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