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As metric for available (internal) capital under the

economic perspective, the Guide seems to prescribe a fair

value based approach (article 61). This would make

available and required capital under this perspective more

consistent, but in our past experience with an insurance

subsidiary, this led to an available (internal) capital that

was highly volatile and very sensitive to assumptions on

the forward interest rates. This proved difficult to manage. We are concerned that this theoretical
1|Principle 5 61-62 26 Clarification Partly this was due to the long duration of the Insurance . . Don't publish

. - : approach may not work that well in practice.

business, but the problem could still be considerable as

parts of the Bank’s balance sheet also have a long

duration. We note that many assumptions are needed to

calculate economic value (for example for savings

accounts). In addition the ECB asks to take a prudent

approach to all underlying assumptions (article 62), which,

as there are many uncertainties, may lead to an

accumulation of uncertainty add-ons.
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