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Post-Tax Factors 3

Rating
Simple 

Average Raw 
C-1

Modeled C-1

Thickness > 4% Thickness ≤ 4%

Aaa 0.03% 0.03%
Aa1 0.28% 0.04%
Aa2 0.00% 0.04%
Aa3 0.00% 0.04%
A1 0.40% 0.14%
A2 0.11% 0.14%
A3 0.12% 0.80%

Baa1 1.58% 1.81%
Baa2 3.02% 2.70%
Baa3 5.94% 2.73% 12.52%

Rating
Simple 

Average Raw 
C-1

Modeled C-1

Thickness > 4% Thickness ≤ 4%

Ba1 20.70% 12.59% 22.39%
Ba2 27.37% 20.93% 30.72%
Ba3 28.92% 23.28% 33.08%
B1 17.34% 26.04% 35.84%
B2 30.81% 35.20% 44.99%
B3 56.39% 47.32% 57.12%

Caa1 57.60% 48.12% 57.92%
Caa2 66.51% 55.20% 64.99%
Caa3 77.33% 70.82% 80.61%

Residual1 33.98% 35.55%

Investment Grade Below Investment Grade

The Academy proposed factors of 1.45% and 0.16% for A3 under two methods; the average is recommended

1. Under practical expedient accounting
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Pre-Tax Factors 4

Rating
Simple 

Average Raw 
C-1

Modeled C-1

Thickness > 4% Thickness ≤ 4%

Aaa 0.04% 0.04%
Aa1 0.34% 0.05%
Aa2 0.00% 0.05%
Aa3 0.00% 0.05%
A1 0.48% 0.17%
A2 0.13% 0.17%
A3 0.14% 0.97%

Baa1 1.90% 2.18%
Baa2 3.63% 3.24%
Baa3 7.14% 3.28% 15.05%

Rating
Simple 

Average Raw 
C-1

Modeled C-1

Thickness > 4% Thickness ≤ 4%

Ba1 24.88% 15.14% 26.91%
Ba2 32.90% 25.15% 36.93%
Ba3 34.76% 27.99% 39.76%
B1 20.84% 31.30% 43.07%
B2 37.03% 42.31% 54.08%
B3 67.78% 56.88% 68.65%

Caa1 69.23% 57.84% 69.61%
Caa2 79.94% 66.34% 78.12%
Caa3 92.94% 85.12% 96.89%

Residual1 43.01% 45.00%

Investment Grade Below Investment Grade

1. Under practical expedient accounting

The Academy applies a tax rate of 21% with the assumption of 80% tax recovery
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Appendix—Background on A3 Factors from 2026 NAIC Spring 
National Meeting (Pages 15–17 from March 23, 2026 
Presentation)
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Interaction Terms for Reinvestment Horizon 6

• A3 has a lower average reinvestment horizon than the full universe (0.55 years 
vs. 2.40 years),leading to a lower C1 factor than adjacent ratings

• When regressing against reinvestment horizon, we need interaction terms 
(with rating) to account for the non-linear impact of horizon (greater impact 
on lower ratings)

• If A3 is grouped with Baa1/Baa2 for interaction terms, its C1 factor is 1.45%
• If A3 is grouped with Aa3/A1/A2 for interaction terms, its C1 factor is 0.16%
• The outlier reinvestment horizon and poor credibility for A3 makes its C1 

factor sensitive to model assumptions and setup
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Regression Results—A3 with Baa1/Baa2 7

Rating
Modeled C-1

Thickness > 4% Thickness ≤ 4%

Aaa 0.03%

Aa1 0.04%

Aa2 0.04%

Aa3 0.04%

A1 0.14%

A2 0.14%

A3 1.45%

Baa1 1.81%

Baa2 2.70%

Baa3 2.73% 12.52%

Rating
Modeled C-1

Thickness > 4% Thickness ≤ 4%

Ba1 12.59% 22.39%

Ba2 20.93% 30.72%

Ba3 23.28% 33.08%

B1 26.04% 35.84%

B2 35.20% 44.99%

B3 47.32% 57.12%

Caa1 48.12% 57.92%

Caa2 55.20% 64.99%

Caa3 70.82% 80.61%

Implied Factors
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Regression Results—A3 with Aa3/A1/A2 8

Rating
Modeled C-1

Thickness > 4% Thickness ≤ 4%

Aaa 0.03%

Aa1 0.04%

Aa2 0.04%

Aa3 0.04%

A1 0.14%

A2 0.14%

A3 0.16%

Baa1 1.81%

Baa2 2.70%

Baa3 2.73% 12.52%

Rating
Modeled C-1

Thickness > 4% Thickness ≤ 4%

Ba1 12.59% 22.39%

Ba2 20.93% 30.72%

Ba3 23.28% 33.08%

B1 26.04% 35.84%

B2 35.20% 44.99%

B3 47.32% 57.12%

Caa1 48.12% 57.92%

Caa2 55.20% 64.99%

Caa3 70.82% 80.61%

Implied Factors
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Questions?

For more information, please contact
Katie Dzurec

the Academy’s Director, State Public Policy Outreach 
dzurec@actuary.org
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