
Summary

Munich Re’s GLWB Reinsurance Cost Index (RCI) provides 
an estimate of the total reinsurance cost for a hypothetical 
Guaranteed Lifetime Withdrawal Benefit (GLWB) rider.  
The GLWB rider design is intended to be representative of 
a typical US GLWB rider and is described in more detail 
below. The economic and behavioral assumptions used to 
calculate the RCI are based on robust industry studies. 

The “Market Risk Only” level of the RCI uses a reinsurance 
structure that provides similar risk protection to a complete 
market-risk hedging program covering all relevant greeks, 
while also reinsuring all cross-greeks and operational risks 
associated with a hedging program.

The “Full Coverage” level of the RCI uses a reinsurance 
structure that transfers all material risks, including 
non-hedgeable risks such as behavior risk and basis risk 
(with the exception of post-claim longevity risk which is  
not transferred because the reinsurance claim is paid as  
a lump sum). 

The RCI is an “all-in” cost, inclusive of Munich Re’s margins 
for expense, profit, liquidity, cost of capital, etc. 

Munich Re’s GLWB Reinsurance Cost Index
An all-in cost estimate for the type of reinsurance 
that meets your needs

Product Features

Product Features have been designed to replicate a standard 
Variable Annuity and GLWB Rider being sold in the US 
marketplace. An individual company’s product is likely to 
vary from this “standard”, and the variation and resulting 
reinsurance cost differential could be material.

Roll-up

The GLWB rider includes a Roll-up in the form of an annual 
increase in the Roll-Up Benefit Base of 5% relative to the 
previous year. The Roll-up is applied on each policy anniver-
sary for a maximum of 10 years or until the policyholder’s 
first withdrawal (if earlier). 

Ratchet

The GLWB rider includes a Ratchet that increases the 
Ratchet Benefit Base to the account value on any policy 
anniversary if the account value exceeds the current 
Ratchet Benefit Base. The Ratchet is applied on each policy 
anniversary, regardless of policy duration or withdrawals.
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Guaranteed Benefit Base

The reference level relevant for the withdrawal benefit is  
the Guaranteed Benefit Base, which is the greater of the 
Roll-Up Benefit Base and Ratchet Benefit Base.

Investment Allocation

The RCI assumes that each policy is invested in a diversi-
fied portfolio including both a traditional equity/bond mix 
as well as a target volatility fund. The assumption is that 
half of the underlying separate account assets are invested 
in a target volatility fund with a volatility target of 11%,  
while the other half are invested in a more traditional 60% 
equity/40% fixed income balanced fund. 

Policy and Rider Fees

The annual Policy Fees are assumed to include both  
M&E charges set at 125bp of account value and investment 
management fees set at 100bp of account value. The annual 
Rider Fee is set at 125bp of Guaranteed Benefit Base.

GLWB Withdrawal Percentages

The GLWB Withdrawal Percentages are the maximum  
percentage of Guaranteed Benefit Base that is allowed to 
be withdrawn under the GLWB without adversely impact-
ing the Guaranteed Benefit Base. The GLWB Withdrawal 
Percentages vary based on the age of the policyholder  
at the time of the first withdrawal and are shown in the 
table below.

GLWB Withdrawal Percentage

Age at First Withdrawal Maximum WD %

< 60 3.50%

60–70 4.50%

> 70 5.50%

Surrender Charge Schedule

The Variable Annuity is assumed to have a standard 7-year 
surrender charge schedule, which impacts the behavior 
assumption with respect to lapse/surrender.

Premium Frequency

The Variable Annuity is treated as a single premium policy 
for the purposes of the RCI calculation.

Valuation Date

The valuation date is defined as the date used to source  
relevant market data used in calculating the RCI. Since 
each valuation date presumes a set of newly issued policies, 
changes in equity market levels between valuation dates do 
not directly affect the RCI calculation.

Population/Demographics 

The RCI assumes a book of newly issued policies on the  
valuation date representing a variety of issue ages, from 55 
to 75. The gender mix is assumed to be 50% each male and 
female. Approximately 70% of the policies are assumed to 
be issued in US “Tax-Qualified” plans, with the remaining 
30% as “Non-Qualified”.

Key Modelling Assumptions

Munich Re applies its experts’ judgement to US industry 
experience data to establish assumptions for the RCI.

Mortality

There are two mortality assumptions utilized. A “pre-claim” 
mortality assumption is applied to policies with account 
values greater than 0, while a second “reinsurance claim 
settlement” mortality assumption is used to calculate the 
lump sum reinsurance claim amount when the policyholder’s 
account value reaches 0.

Both mortality assumptions include a base table and  
mortality improvements that are in-line with US industry 
standards and experience. 

Lapse/Surrender

A base lapse assumption is established reflecting US industry 
experience, with lower lapses during the surrender charge 
period, a “spike” lapse at the expiration of the surrender charge 
period, and an ultimate lapse rate thereafter. A dynamic  
factor is applied to account for the “in-the-moneyness” of 
the GLWB – lapse rates are lower when the guarantee is 
more “in-the-money”, and vice versa. In addition, lapse rates 
vary for policyholders depending on whether or not they 
have begun to take GLWB withdrawals. The lapse rates also 
vary for Tax-Qualified and Non-Qualified policies. 

GLWB Withdrawal Utilization Efficiency

The RCI assumes that the average GLWB withdrawal is 
95% of the maximum allowable withdrawal (as defined 
above in the Guaranteed Withdrawal Percentages section). 
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This is in-line with US industry experience for withdrawals 
that are at or below the maximum allowable percentage. 

Withdrawal Timing

GLWB policyholders can begin their withdrawals at any 
time. The RCI assumes that some policyholders elect to 
begin their withdrawals immediately when the Variable 
Annuity policy is issued, while others wait 5–10 years or 
more before beginning to take withdrawals. This distribu-
tion of Withdrawal Timing is in-line with US industry  
experience and varies both by age and also depending on 
whether a policy is Tax-Qualified or Non-Qualified. The  
RCI assumes that policies continue to withdraw annually 
after withdrawals have begun.

The Withdrawal Timing assumption has been adjusted to 
account for the impact of the SECURE Act, which has 
changed the age at which Tax-Qualified policyholders are 
required to begin withdrawals from 70½ to 72 years. The 
judgement of our experts was used to make this adjust-
ment, since there is no industry experience yet that includes 
the impact of the SECURE Act on behavior.

Interest Rates

The RCI uses Overnight Index Swap (“OIS”) rates for its 
interest rate assumption.

Munich Re’s GLWB Reinsurance Cost Index 

The RCI is an all-in cost, inclusive of all of Munich Re’s  
margins. It is the estimated cost of reinsuring the GLWB 
rider, expressed in annual basis points of Guaranteed  
Benefit Base. Two distinct RCI values are computed for 
each valuation date.

Market Risk Only (Bloomberg Ticker : MRCIVWBM Index)

The Market Risk Only structure transfers equity, interest 
rate, volatility, liquidity, correlation, and operational risks.  
It is intended to be cost-competitive with a complete hedge 
solution, while relieving the ceding company of certain risks 
(such as correlation and operational risks) that it otherwise 
retains when using a greeks-based hedge solution for its 
GLWB liabilities.

Full Coverage (Bloomberg Ticker : MRCIVWBF Index) 

The Full Coverage structure transfers all of the risks from 
the Market Risk Only structure, and additionally transfers 
non-hedgeable risks including mortality/longevity, lapse 
and withdrawal behavior, basis risk, and behavior/financial 
cross risks. Because the reinsurance claim is payable as  

a lump sum when a policyholder’s account value reaches 0, 
this structure does not transfer post-claim longevity risk.

GLWB Reinsurance Cost Index (“RCI”)

Valuation Date Market Risk Only Full Coverage

12/31/2014 140 180

3/31/2015 152 191

6/30/2015 131 171

9/30/2015 147 187

12/31/2015 145 185

3/31/2016 168 206

6/30/2016 182 219

9/30/2016 185 221

12/30/2016 150 190

3/31/2017 147 187

6/30/2017 147 187

9/29/2017 148 188

12/28/2017 148 187

3/29/2018 141 181

6/29/2018 136 177

9/28/2018 125 166

12/31/2018 136 177

3/29/2019 142 183

6/28/2019 156 195

9/30/2019 178 214

12/31/2019 161 199

3/31/2020 223 255

6/30/2020 220 253

9/30/2020 207 241

12/31/2020 192 227
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Münchener Rückversicherungs-Gesellschaft  
(Munich Reinsurance Company) is a reinsurance 
 company organised under the laws of Germany.  
In some  countries, including in the United States, 
Munich Reinsurance Company holds the status of 
an unauthorised reinsurer. Policies are underwritten 
by Munich Reinsurance Company or its affiliated 
 insurance and reinsurance subsidiaries. Certain 
 coverages are not available in all juris dictions.
 
Any description in this document is for general 
information purposes only and does not constitute 
an offer to sell or a solicitation of an offer to buy  
any product.

Disclaimer

This document provides you with the key information  
about this index. It is not an advertising material. Materials 
may not be reproduced without the express consent of 
Munich Re. The estimates and views expressed in this doc-
ument are based upon past or current market conditions 
and/or data and information provided by unaffiliated third 
parties (which has not been independently verified) and  
is subject to change without notice. Munich Re does not 
certify the information, nor does it guarantee the accuracy 
and completeness of such information. Past performance is 
not a reliable indicator of future results. Due to various risks 
and uncertainties, actual events or results or the actual  
performance of the index may differ materially from those 
reflected or contemplated in such past performance. This 
document is for information purposes only and does not 
constitute an offer or invitation to anyone to invest in index 
and has not been prepared in connection with any such 
offer. The index shall in no case be used as basis for finan-
cial instruments. The information contained in this material 
does not take into account the particular investment objec-
tives or financial circumstances of any specific person who 
may receive it. Use of such information is voluntary and 
should not be relied upon unless an independent review of 
its accuracy and completeness has been performed.  

Contacts 

Mark Retik
Head of Origination North America
Munich Re Markets
Tel. (office): 646-969-4022
Tel. (cell): 718-404-4093
mretik@munichre.com
Munich American Reassurance Company
437 Madison Avenue, 29th Floor
New York, NY 10022


