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This abstract summarises the DAV professional standard of practice “Anforderungen an 

einen Ökonomischen Szenariogenerator” which underwent the DAV Due Process for the 

Adoption of Professional Standards of Practice and was approved by the DAV Executive 

Board on 01.08.2017. The complete publication (in German language) is available here. 

Requirements for Economic Scenario Generators 

Economic scenario generators (ESGs) are tools which are designed for the projection of 

market risk factors and asset prices under certain distributional properties.  

These projections can be done according to two fundamentally principles serving different 

tasks: 

- Risk-neutral projections: These projections are governed by no-arbitrage assump-

tions which essentially provide for the fact that the average performances of all assets 

and risk factors are fully determined by these no-arbitrage assumptions and only the 

individual volatilities and cross risk factor/asset correlations need to be calibrated. 

Risk-neutral economic scenarios are used for the valuation of options embedded in 

assets or related liabilities covered by assets; market-consistent valuations under 

Solvency II are based on risk-neutral scenarios. 

- Real-world projections: These projections are aiming at a realistic reflection of the 

dynamics and future evolvement of the assets or risk factors under consideration. 

Typical applications are ALM projections or the determination of the change of asset 

prices and risk factors over a one-year horizon as required by Solvency II. 

This note aims at 

- Discussing key requirements for capital market models from both a theoretical as 

well as a practical point of view. 

- Introducing state-of-the art capital market models for all relevant risk factors such 

as risk-free interest rates, credit spreads and migrations/defaults, equity or real es-

tate prices, exchange rates and inflation including their key features, limitations and 

pros/cons. 

- Calibration techniques for these models. 

- Validation techniques for ESG scenarios. 

The German Association of Actuaries (Deutsche Aktuarvereinigung or DAV) is the profes-

sional body representing actuaries and Appointed Actuaries in Germany. It creates the un-

derlying conditions enabling its members to practice their profession properly and in a tech-

nically sound manner as well as engaging in constant dialogue with all relevant national and 

international institutions. 

Professional standards of practice are DAV publications that – together with the rules of 

professional conduct – set out the fundamental principles for the correct practice of actuarial 

activities. Professional standards of practice are characterised by their  

• treatment of specialist actuarial issues, 

• fundamental significance and practical relevance for actuaries, 

• professional legitimisation through a implementation process that allows all actuaries to 

be involved in such implementation,  

• correct application, with members being professionally safeguarded by a disciplinary pro-

cess. 

https://aktuar.de/unsere-themen/investment/Seiten/default.aspx#Fachgrundsaetze


 

 

2 

The professional standard of practice “Anforderungen an einen Ökonomischen Szenariogen-

erator” (Requirements for Economic Scenario Generators) is an advisory note. Advisory 

notes are professional standards of practice 

• that are to be taken into account in actuarial considerations, the application of which can 

be freely decided upon in individual cases, however, within the framework of the code of 

conduct, and  

• which only consist of basic knowledge 

• on specific individual questions. 


