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Portiolio Level

Enter the min and maz volatility/duf ation levels that define the range of efficient frontier. Press the macro button to start the “SAA optimization’.

Chart 3. Return Vs Volatility Tradeoff

[Under best-estimate assumptions)
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Experience sharing:

EY’s optimizer to plot investment return vs. volatility (or capital
charge) efficient frontier

» Step 1: basic input for each
asset category (1)
investment return
assumption;(2) risk factor
(volatility or MC parameter);
(3) asset allocation limit

» Step 2: reasonableness
check for investment return
assumption vs volatility
(capital charge)

» Step 3: using Excel Solver
embedded macro to find SAA
on efficient frontier (1)
investment return vs
volatility; (2) investment
return vs capital charge
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Chart 6. Return Vs RBC Charge Tradeoff

[Under best-estimate assumptions)
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