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Key exposures M) R ME@EYITIXAEWATREENH S, The LIAJ believes that the |ist of key exposures might be inappropriate.
REMEYRZIZOVWT, EEROREIMELMKT S5RICERINTILNS Z & IFEGNT S | We welcome that it is mentioned asset liquidation regarding liquidity
LD, PIAIE, EERIBBENA—RBIZFISRATIVIIYRIZEZSHDTIEAEWLI | risk however we also suggest some modifications to the list, for
CEBRFTTAHEBEZET2mAHDHEEZTINS, EAMIZIIEZERDOREZIZH L | example, to make clear that the fixed benefit guarantees are not a
TR, source of systemic risk in the same way. We discuss more specific
LT, BERANOEZEMLZREZETEGELS, BERZBRRS, answers in each question.
These might not direct answers for Question 1, but we highlight the
following points for consideration.
<z2fE> General comments
- ERBEHOBRERLET IEHEANS, VXTIV YRYIZEAT BRFI#4A4 %5t | -While we agree to consider the framework for systemic risk with a
FTEHECELIINELEZAN, SEIOTHBEXZICITRBRESHADOEREFBEYICKML | view of prevention of financial crises, we ask the IAIS to properly
TWEWEADRHDEEZONDEEMNSL, AL SIZBLTIZUTIZDWTEE take into account following points that are not appropriately
==&y, discussed in the consultation paper.
REEI A — T BRI ERTIEU RS EHBELAMERDEIZH -5 LT | - In our understanding, in comparison with the banking sector, which
BY. TREEBRERORY b7 —Y THLIRBEREFOEMIATLODEEWAEZ | provides critical function in the financial system such as settlement
RETIMITEV I LB LIZEE. RIEEIVFI—DI XTIy Y YR (FMEXA | function through interconnected network of financial institutions,
[TINSWEEFBLTEY., R, AEADERAIZAY, ERAINBIBEREELIS | main function of the insurance sector is generally to underwrite
Is the list of key exposures that may lead to a systemic| I~HEMSNIZZDLGEEHIRTEFEATD, insurance risk which is not correlated to financial market risk and
1 impact and its description appropriate? Please systemic risk intrinsic to the insurance sector has relatively less

elaborate.
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BRASNTOWAIBRBELRLEE - LNLOLONEASNS I EIXBREITHS,
BERBEBEDHEAICELTIE. N3 T3T766ICLEBESAhTVDERY. TORLEY
EBATCLEISERASNDINETEAEL, VRAVICRE2 L3 ODOHNERSINDAN
ETHAHCLICHRIBEIARE,
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significance; therefore the policy measures applied to the insurance
sector should be eased proportionally.

» [t might be overregulation if policy measures of the same kind and
level as those applied to the existing G-SIIs for risk supervision
of entity’ s bankruptcy are applied under the holistic framework.
When applying policy measures, as stated in paragraph 66, we strongly
note that it should not be applied extensively beyond its necessity
but it should be applied only if policy measures are commensurate
with risks

» Traditionally, insurers have provided stability and predictability
of future cash flows by undertaking certain parts of risk on behalf
of individuals. This makes it possible for individuals to make their
stable future life expectations. As a result, a virtuous cycle that
the excessive savings by individuals are avoided and active
consumption behaviors are created

it difficult to undertake these risk under the

overregulation, systemic risk arising from insurers might be avoided,

the risk

[t does not lead to the reduction of the total systemic

« [f insurers find

however as a consequence, is just transferred to other

entities.
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risk as a whole. Instead, insurers hold a lot of illiquid liabilities

so when compared with other entities, it is unlikely that sudden
trading behavior by insurers will occur even under crisis situations.
In other words, underwriting risk by insurers has an aspect that

stabilizes the financial system. In particular, as a result of the
institutions,
it should be

rises due to

excessive regulations on insurers and other financial
other entities undertake risk to the financial market,
noted that the possibility of a financial crisis

oversensitive sales behaviors against market fluctuations

Liquidity risk
In paragraph 34, it is stated that some products offered by insurers
( which contain provisions whereby a policyholder can withdraw cash

from the policy with little notice or penalty) contain high liquid

liability ; however, this description is too simplified and
inappropriate since it does not properly take into account the reality
of insurers’ business. According to the IAIS’ policy document

“Systemic Risk from Insurance Product Features” released on 16 June
2016 states,

should be assessed in a holistic manner where due consideration is

in subsection 4.24, the liquidity of surrender value

paid to broader aspects including the purpose of the insurance
contracts, substantial economic penalties embedded in high guaranteed
rate contracts, the feature of retail and non-retail and policyholder
protection schemes and mechanisms.

* The matrix of Table 5 in Annex 1 does not explicitly reflect such
In addition,

in Table 5 is not clear and some of the proposed weights could give

holistic assessment. the rationale for the weightings

rise to significant cliff effects. Therefore it is not appropriate

as an important indicator

« [f an insurers do not match liquid liabilities with sufficient liquid
assets; it might have liquidity risk. However, if an insurance company
holds sufficient liquid assets, it would not be a source of systemic
risk. Therefore it should be evaluated taking into consideration the
liquidity of the asset side
» In Japan, the legal framework that provides for liquidity support by
the Deposit Insurance Corporation of Japan to the broader financial
sector including insurers subject to the determination that the
financial system including the financial markets is at the risk of
significant disruption in order to avoid such disruption. In assessing
liquidity risk, due consideration should be paid to such framework

contributing to suppressing systemic risk.
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Macroeconomic exposure risk

- It is stated in paragraph 37 that fixed benefit guarantees expose
insurers to the macroeconomic exposure risk
The

Features”

IAIS policy document “Systemic Risk from Insurance Product
16 June 2016

in subsections 4.6, with regard to the extent

released on (hereinafter “the policy
document” ) provides,
to which a benefit feature could expose the insurer to macroeconomic
risk, two steps: (i) the step to identify whether a material benefit
guarantee applies, thereby transferring a risk from the policyholder
to the insurer, and; (ii) the step to determine whether the insurer
is able to invest the assets backing the guarantee in a manner that
matches the benefit cash-flows of the applicable guarantee.
* As provided in subsection 4.12 of the policy document: insurers
usual ly have the capacity to match cash-flow to the guarantees they
offer and would not satisfy the second step above. In terms of
duration mismatch, guarantees could pose a risk when insurers allow
cash-flow mismatch by; however the risk posed actually is the risk
of yield fluctuation in the reinvestment phase in the future. However,
such risk can be contained by applying countermeasures in medium to
the longer timeframe and accordingly it is not appropriate to identify
fixed benefit guarantees through guarantees written as a source of
systemic risk
- [t should be taken into consideration as the IAIS policy document
“Activities—based Approach to Systemic Risk” released on 8 December
2017 states,

guarantees are not inherently systemic and represent a fundamental

in paragraph 50, “It is important to note that insurance
aspect of insurance business model”

« [t is understandable to recognize the potential loss caused by fixed
benefit guarantee amid a downward trend for interest rate. However,
it is not inherent to the product feature of fixed benefit guarantee;
it rather is created by offering higher guaranteed rate deviated from
the market price or risky speculative investment; therefore, such

loss can be avoided should governance arrangement function

effectively. As such, this is a matter of micro-prudential

supervision, and fixed benefit guarantee should not be considered as
a potential source of systemic risk. In terms of the Japanese
experience, as provided in examples in practice, Japan witnessed seven
small- or mid-sized insurers’ insolvency cases in the period from
1997 to 2001. Most of those insurers had written policies with high

guaranteed rate as many as to wipe-out returns on assets; therefore




RICEEREZBRBEONRET DHIEETH, LEDEBYTRATIVI IRV
SO DEBOZNEREFNETHSIEATESEFITHY ., AUARETHLIEER
Y (N

- B, BEGRVEREFEAHNIE, ZIBEOBRNITHT 2B’ NHSNEC
EMB, IVOTA/ IYIIVRAR=—Dr—I2LBIVRIVDEGERHRLERSNS, §#
ERBNEREFNEOFENATIVIYRIDORENMFICESS S L&+
[CEEITRETH D,

- Ffo. BRRAMNMRMT 2 RPFIRRLE., RIRELOFEXDORFETHY . HiHES
(SRS =R ERDREZHRYT 5 &lF. RERZHOHEMREZR-TEZER
BLESELUREENHDCEICBEIRNETH D,

<EDHDY R >
cVATIYYVRVIZENY S3BHRRELT, REREFRVOEMEREEFDN R TIK
B, BANR—) R OKUEEEFFETHRE L TWSA, BEICIREICE 5 AIREMEM
HBEML, EDYRTFHAFECHIGHRIZTONTIK, REISFHAITNETH Y.
BREATIERSE) R 7FLERIICTRETEEL,

"HLWMRRE DR ZADRIGITE T EBMDIRTI4 L UTI2D0 T, SREEY

BIZL2EGREAIHENED SN TVBEEIZFE, SRTSA LV IDHLOBER,
SDEMHELTNDIEZEZAONSERFRSROBRIFIIHEYBRESINEINETH
o

they plunged deeper into risky investment in order to gain excess
return. This is not inherent to the product feature of fixed benefit
guarantee; it rather is a result of poor risk management and
governance, and it is necessary to be noted that those seven insurers
could not originate systemic risk

- Even when fixed benefit guarantee is included in the scope of policy
measures, systemic risk can be contained through micro-prudential
supervision and PPS.

* Where jurisdictions have in place sound policyholder protection

scheme, such scheme serves to dis—incentivize policyholders to
surrender; as a result, PPS could contribute to mitigating risk
contagion through macroeconomic exposure. It deserves careful

attention that sound PPS could contribute to mitigating systemic risk
» Long—term fixed guarantee rate offered in fixed benefit guarantee is
it should be noted that

restricting freedom to decide guaranteed rate that are consistent

the core to the insurance business, and
with market trend would involve potential to make it difficult for

insurers to fulfill its expected role in the society.

Other sources of systemic risk
* In the holistic framework, even cyber risks and climate risk that are
not originated from insurance sector and whole financial sectors, are
included in the sources of systemic risk. However it possibly results
in too broad scope and needs to carefully consider their calculating
measures or treatments. Therefore, at present, these risks should not
be treated equally to the other risks such as liquidity risk

* For product mispricing in the approach to the new insurance business,

framework has

where the legal in place a requirement for product

approval by the financial supervisory authority, such requirement

should be assessed to be effective for the purpose of avoiding
it should be taken

mispricing; therefore, into consideration for

further discussion

Do you agree with the proposed scope of application and
of the practical application of the proportionality
principle as described above? Please elaborate.

- BRLELY,

RREV 2 —F—MRIICERMTIE) X7 EHBALAEMRIROSIZRZE-HHAEE LT
£Y. TRHEERERORY FT -V THLIRFREFOEMI AT LOEEKREE
RUETDIVITEI I —EHBLESE, REEIZ—DIVRATI VI )R TITHERE
[ShSWEERLTHY., R, tHEADEREAICAY ., ERAShIBREELL S
[CEBRMSNLDERIRNELEEZITNS,
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BRASNTOWSIBREELRLCEE - LNLOLONERASNS I LIXBREITHS,
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- No

- In the LIAJ" s understanding, in comparison with the banking sector
which provides critical function in the financial system such as
settlement function through interconnected network of financial
institutions, main function of the insurance sector is generally to
underwrite insurance risk which is not correlated to financial market
risk and systemic risk intrinsic to the insurance sector has
relatively less significance; therefore the policy measures applied
to the insurance sector should be eased proportionally.

» [t might be overregulation if policy measures of the same kind and
level as those applied to existing G-SIIs for risk supervision of
entity’ s bankruptcy are applied under the holistic framework . When
applying policy measures, as stated in paragraph 66, we strongly note
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- Since policy measures give a huge impact to insurers’

that it should not be applied extensively beyond its necessity, but
it should be applied only if policy measures are commensurate with
risks.

business, it
should need more detailed analysis, and it should be ensured that
insurers have predictability for the future applying

Do you agree with the above proposal to amend the

- B LALY,
RO ATITUoIYIL - H—ARASURIZEITHERINEIZDONTIE. BWIZE-T-

NBEDBEREVELGDEZTIET HRETHY ., FTREICBELRT—2REIZLDE
HERIRETEAL,

“INTTZT75I220WTC, TRALY a3 vEERFHBERTIRTLT OO vILE

BOLELELGDIEHDID., FHRELTT—F2aL YL a v EZDOHERENETH
BIEDPBETHD, BIZIE. 55577 7T, REMEIXIFHEDT-O. B
BRESICETHT—2ZINETHEHHIN. BULREORBMEE. RIEZHOEHN
PEFEMEZNEOERENLERBFMRFILT 1 DFE. BARKRLEFAFRREZFOR
[RIBEDOFE., RIEZNERETNEDFEELHLGRRZHEEIAREWICETHETRE
THhd, COBEMND, Annex] [2HITSH BRITG—S 1 1 sBEEFZICE TSR
EIME#£TH . Tableb:combination of time restraints and economic penalties
D7~y RFFHBIZIEERTEERL,

cZDESIBEEND, INTHTTTT7T7D2/RYEZE” such as penalties or delays

- It is stated

* No
With regard to data collection on macro prudential surveillance, the

LIAJ believes that it should collect as much appropriate data as
needed for the purpose and should avoid an unnecessary collection
exercise.

in paragraph 75, the data collection, the analysis
thereof and the publication of data provide the underpinning of
macroprudential surveillance, however, on it needs that data
collection and its criteria are appropriate as implementation
assumption. It is stated in paragraph 77, for example, that the
supervisor should collect information on the surrender value however
the liquidity of surrender value should be assessed in a holistic
manner where due consideration is paid to broader aspects including
the purpose of the insurance contracts, substantial economic
penalties embedded in high guaranteed rate contracts, the feature of
retail and non-retail and policyholder protection schemes and
mechanisms. From this point of view, we disagree with the matrix

elaborate.

9 Standards and Guidance on macroprudential surveillance? in the ability to access the cashvalue of a policy, the maturity or redemption ofTabIgS:lcombination of time restraints and economic penalties in
Please elaborate. . o o the existing G-SIIs methodology of Annexl.
structure of non-insurance liabilities, the degree of liquidity of the assets, | . From this point of view, the second bullet in paragraph 77 should be
purpose of the policy, loss of guarantees, the feature of retail and non- amended as follows, “such as penalties or delays in the ability to
retail and policyholder protection schemes and mechanisms” ;D& HYEBIET access Fhe cashvalqe OT a policy, the maturity or re@emption structure
. of non—insurance liabilities, the degree of liquidity of the assets
~E purpose of the policy, loss of guarantees, the feature of retail and
IS, LEEORBREBOREMEITMEOBEITMZ., /X557 3 4I1Z8BE SN TLY | non-retail and policyholder protection schemes and mechanisms” .
5&EBY. RBMEOBVAEBEICH LT, RBMEOEBEVWEEZDDLELTRAELTWVS
BEITRBE) R ZRADARENHLLO0. RBENEVEEEZTIERAL * Moreover, as described in paragraph 34, If insurers do not match
T, ATV YRIDBRREFTHELEWN O, EERBOREMEELEMEKLT | liquid liabilities with sufficient liquid assets, it might have
SEEINBERETHD, liquidity risk. However, if an insurance company holds sufficient
C1CP24-EKMIcRE . HAHURAEES - BRETRD TEFI-ONTEE liquid assets, it would not be a source of systemic risk. Therefore
LF=0y, it should be evaluated taking into consideration the liquidity of the
asset side.
- We would like to give an opinion on the details when the relevant
Standards and Guidance are stipulated in 1CP24 in June 2019
B LA, - No
. INSHTS5TT79TIE. EBEFARDANLATFRARINEICP24DHA X AIZHHEE | - Paragraph 79 states that the supervisory stress test should be
o 22az3:r:§r2ﬁ dwéﬁ? d::geazﬁ";az:zgszLnE?aTmEE‘:VETTlance? FTHESREINTNAA, CHIEEELBAREEICH T BHRIRE CTEMDA | specified in the Guidance of the ICP 24 However, this should be
' BEFIHITARZLDOTHY., —BIZCI CPIZEHDIRZTEHDTIIAELL, decided by the supervisors to implement according to the particular
Please elaborate. circumstances in each jurisdiction. Therefore this should not be
specified in ICP uniformly.
Is the development of an Application Paper on - EAXEOTHRRENMTONSIZLICKY . ATV RILFT—IZLEERRBHEDOHES | - The LIAJ welcomes that the stakeholders will have the opportunity to
12 | macroprudential surveillance deemed useful? Please NEZLBNDZLE#HNT B, send their inputs in the planned consultation of Application Paper

in the future




What elements could be addressed in such an Application

- QOITTRHBLI-EL Y. REMEFTFMIC OV TIFREMGEEZEZIT S FHDHY—RA

* Following the previous answer in Q9, it should beclarified that the

13 SUANITHONBZEABPREINBIRETTH S, surveillance for liquidity risk assessment should be implemented in
Paper? a holistic manner.
- INSHS5T780TIE, E=AY UYVHIBIZBWLNTEH., 1 CS Version2. 048I | - In paragraph 80, it is stated that ICS Version 2.0 would represent a
O/ SV IVRAR=—Dr—JRIDEZA—BLIUVEDI-HDEFR LG YBS | global risk sensitive metric for the measurement of macroeconomic
EDRENH BN, TR Y UTHREICENTIZI CSIEERLTELT . #MDLS5 | exposure. However, since ICS would not be finalized during the
14 Are the proposals on macroprudential surveillance as BEEZANUVRATRAMDEHAEESL L TGERATARETIEAL, monitoring period, such criteria should not be applied as a metric
described in section 3.2 appropriate? Please elaborate. -BAETSHI CPICEGFMIZEE - HAF VAN BRESIN- R THROHTEMICDOLNT | for stress testing.
ER LU, The LIAJ would like to give an opinion on the details when the
relevant Standards and Guidance are stipulated in the relevant ICPs
in June 2019.
'IZJ@ D|Z;EZ‘/£:'/)ET ?u—;g’_z‘/;llggé'l‘ﬁﬁﬁgﬁgr?;‘fli%”EZfii‘faf: - With regard to data collection on macro prudential surveillance, the
What are the expected costs and benefits of the POLF WWEEHTZ TR RET . FRHEICBELRT—2UNEIC | . . .
15 | proposals on macroprudential surveillance as discussed APMERT D EFRITEIRETH D, HIAJ believes that Tt should collect .as much. appropriate data .as
. ) needed for the purpose and should avoid an unnecessary collection
in section 3.2?
exercise and incurring additional costs
- BRLAL, No
= INTTF5T790I2T, KYFHEALREMEEERE - BEICEAT 2H4 TV RELNRS In paragraph 90, more detailed guidance on liquidity planning and
hTWb, LKL, ROLRHIMEEEZEETETTVSRIREMICDOLTIX, /44 | management are presented. However, it is overregulation for insurers
VATRKOONDIABITBEGELDTHY ., TOLSLGEHITHLTERDOLNSED | who hold adequate liquid assets. Therefore it should be clarified
16 Do you agree with the above proposal to amend the TIHGEWI ELEZHRBIARETH D, that these guidance would not be applied to insurers who hold adequate
Standards and Guidance on ERM? Please elaborate. - RICRENEETERTE - EENROONDGZETH-TH., FEFITEWLNT, FET D liquid assets.
BEEE - EERENELLSEIXEHTHY .. BOEHZUTIIOHAIRETIEA L., |- Even in cases where liquidity planning and management are required,
TAR—3F ) TADRRERICEEINEZIRETH S, it is clear that the characteristics of liabilities and assets held
in each jurisdiction are different, and uniform requirements should
not be applied, and proportionality should be considered
Do you agree with the above proposal to apply the more -BRE1 61T IEEDES Y ERLAEL, - No
17 detailed requirements on liquidity planning and - Following the previous answer in Q16
management to [AIGs, and other insurers as necessary?
Please elaborate.
- BRLAEL, No
- BERBMEORRICOVNTIE, SHOFEBEICKCTEEAEZLELDEDEEZ |- With respect to the liability liquidity disclosure, the calculation
bhbd, TD=H., —BIZEOON-HEIZHS>THRLESBSE. MZAH>TI X —| method of liquidity might be different depending on the business
T4 UIRRARERY, BRI ELEOREENHI b, HELLTE characteristics of insurers. If insurers disclose according to the
me 52 EIF#EYITIEAEL, uniform standard, it might lead misunderstandings. Therefore, since
- RICEZRICABINE-REDT T, BUYICHREMEENTE TSI EZERHNLR it might cause the unintended consequence, it should not be added as
1g | Do vou agree with the above proposal to amend the FoEMTENE, BUOHBIZEDNE LAGL, —AT, DERUBEERIZEY | Standard.
Standards and Guidance on disclosure? Please elaborate. | gojcr 026 ZOBEEILEARN—BIETH>TH. BRAEMRICBE. A | - It would give a sense of security if it could disclose that liquidity
WG EBERICHRAuIREENH D LIZBETARE, is properly managed according to fully adjusted standards. On the
other hand, once a concern arises due to environmental changes, it
should be noted that even if the change is temporary, disclosure
might have an adverse effect and might lead to an irreversible vicious
circle.
50 Are the proposals in 3.3.1 on liquidity risk -Bf16BKU18IIT HEBZDEHSYBEUITIIAL, - [t is inappropriate as following the previous answers in Q16 and Q18.
appropriate? Please elaborate
B LA, No
D VR—=IN—TFT a4 YR EEEERY X J(2DUVT, & GFICHEE - HEE | - Regarding counterparty risk and asset concentration risk, the market
) CEICTHEBBELENKETCELG>THBY ., +9I2#iEEL TWLWAEBEFEDRGIELH | environment differs greatly with jurisdictions (especially between
Do you agree with the above proposal to amend the BEDD, BEETIHOATWSENEENEEINIRNETHY., EREEHLE | developed countries and emerging countries). There are already
2 3 | Standards and Guidance on counterparty exposure? Please PIZfTFhnTUONIE, JIL—TELTERSEEENTETWSGEEZ S, - T, existing regulations that work sufficiently. Each risk management

elaborate.

—RBICTN—TI4 FTREZRTENT I LRBTELEEZ S,

done in each jurisdiction should be respected, and if individual risk
managements were done properly in each jurisdiction, we think the
risk management as a group would be also done sufficiently. Therefore,
it is unnecessary to set the group-wide standard uniformly.




What are the expected costs and benefits of the
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Y, REQARMEELBDLICBREIRETH D,

RICERICEST-BETH-TH., EFMICaX MEMIZEBAZ S —XAELEEEIID

e, BREBEDEAICERLTEESICIR FABNITHONERETHD., HlZ
[, FFEEH LI, RIR - EEEROERVATLARLDIEE, TV RAKR—TUv—

*With regard to implementing policy measures, the LIAJ believes that

it should be appropriately implemented as needed for the purpose. It
is important to note, where policy measures are unnecessarily
implemented, insurers might have opportunity loss and huge additional
costs.

- Even when policy measures are appropriately developed for the purpose;

2 5 | proposals on on-going supervisory policy measures as ZNEFHDEOHDI— FERREZFELEH—ShTLWEWI ENEZ DN, JIL—TTA K| there is a possibility that policy measures incur additional cost.
discussed in section 3.3? THREBEZEATHELZRLGIRMNEANEBEZET D, Therefore cost-benefit analysis should be sufficiently made. For
example, since the management systems of insurance contracts/asset
management differ in each jurisdiction, it is conceivable that the
code system for aggregating exposures is not unified in each company
across the jurisdiction. In this case, introducing policy measures
as a group—wide level requires huge costs and personnel.
" ERLELY, - No
*NSTST11AICHLEBOHLHERY . BRFABEIRIREMD Y X V%E. HE. | - As paragraph 114 states, the proposals on recovery planning should
o 7 Do you agree with the proposals on recovery planning? EBEEEMEBLIUVVRATIVHILEESRZRNIZEEL, 7OR—3F Y F4FB|| be closely correlated to an insurer’ s risk profile, nature or
Please elaborate. DT, G=S 11 sICEBRINDEDERKEDHBENKRHLNDZRETIEALY, complexity of business, or more broadly its systemic importance. It
should not be required that all insurers develop a recovery plan that
is equivalent to the G-SIIs
- BRLAELY, - No
- RIS EDETEIE. IRITG—S 1 1 sIZOAMBETROONBZBFEIEETHY. | -Developing a resolution plan is a policy measure that only the G-
Do you agree with the proposals on resolution planning? ﬁﬁﬁ(:?i)f:oo:C(i%O)L_lZ\E'l‘i:‘: 'JZO:‘: @Eﬁﬁbfﬁﬁ(:ﬁ\#ﬁ‘é_ﬂé&%’f‘%éo x| SlIs are.rt.equired to develop under. the existing framework. I.t should
28 f=. F7AR—>3 1) T4 RAZHEDIZEEL, G—S 11 sIZEBRKEhDELDER | be sufficiently analyzed necessity and relevance to risks for
Please elaborate. IKEDQDHNBENKRDH 5N DEHRXETIEELY, application of the resolution plan. It should be applied subject to
the proportionality principle then should not be required insurers
to develop a plan that is equivalent to the existing G-SIIs framework
- BEME EBEANEHEICDOVTIE, FaR—2 a3+ ) T4 RAEFSIZEEL, G| - With respect to the recovery plan and the resolution plan, it should
o9 Are the proposals as discussed in section 3.4 on crisis —S1I1sIZERINDIDERMKEDHBEMNKD 5NDHRETIIALY, be considered to the proportionality principle then should not be
management and planning appropriate? Please elaborate. required insurers to develop these plans that is equivalent to the
G-SITs.
- BRLAL, - No
, EBEBIZEANARX. RRESHOFENTRELGETITHON, VAT VY 1JRXID | -Powers of intervention for supervisors should be the last resort to
30 2:az3:r:g;zepzvlvz?st:$ ?::vaz;z?z:a!)a::dazznd the HRIRAEEMENBAETHY . HhOMDFETIEIIR I FEBEBRTERNWEZFIZOAEL S | use where insurers’ business is inappropriately operated, the build-
, , NEXBRFETHEIRNETTHD, LIzA>T., ZOEREENAREIZCSN, FERE% | up of systemic risks is clearly detected, and there are no measures
macroprudential surveillance? Please elaborate. BOFRAGEEEZHERTEINETHD, left to mitigate. Therefore, it should be clarified how it is
implemented and ensure insurers’ predictability.
- BRLAELY, - No
NS5 T1241Z8EENTWS, VRATFIVHIYRYERBIZET HEZ(ZDLV | - A report on the management of systemic risk stated in paragraph 124
TlE, EREELTHITG—S 1 1 sIZOHEE 5N TLVS Systemic Risk Management is inappropriate because it expands an application target of Systemic
Plan (SRMP) DERHZLITAEDTHY .. B TIIALY, Risk Management Plan (SRMP) which is mandatory to the G-SIIs under
NS5 T126ICBHBROY 3 vBIED—D2E LTERBIENER SN TSN, the existing framework.
- R/NSTSTICHRBEEINHDIEEY., VATIVY - YR HEB|IEFRITEREMEDSH | - The LIAJ agrees that the supervisor should require the increase in
31 gzaﬁ:rZir:zdwéEsz:zeaZ(;VZrZ\CZEET?L Zﬁda:z:(riezr’;?ve BHEHICIREL T, BHEGIELODD EIZRTHIZERT D, =L, HZURXYIZPE | capital only when it mitigates identified systemic risk and as stated
ESNFHZBETH-o-TH, THZIHLERBENBEULGRERELGELSBWNEELH D in paragraph 126 the supervisor should clearly document the rationale
measures? Please elaborate. LITMA. HMEYRIICBESAENMEE, YRATFIvY « YRS LTWEIELES | for the requirement. However, it should be noted that the increase
ICHERBIEFRT ZEIZHYBYITIEHAL, in capital is not always an appropriate direction even when the
requirement of increase in capital is limited to the identified
systemic risk. And also, if it is not limited to the identified
systemic risk, it would impose capital enhancement on activities not
related to the systemic risk.
s HAIZDOWTIE, BHICE SRR ZRELGAETERTHIRETHY . FHEIZHB | - With regard to implementing the intervention, the LIAJ believes that
33 What are the expected costs and benefits of the ELENABITHONTI-EE. RIESHICHIBRNEKET SAEEENAHY . XKEHEIX it should be implemented as needed for the purpose. It is important

proposals on powers of intervention in section 3.5?

MELGDHIELICBEIRNETH D,

to note, where it is unnecessarily implemented, insurers might have

opportunity loss and huge additional costs.




Are there any further considerations on Section 3?

- BEEEICOVTIE., 2FRMHICBEICIL—IAR—RADTBEH EL>TNWEI EMD, &
FEICETA2EHMERERT 52D, LYTV U TIR—ADEHLELETEIRETH
%,

- F - BRICHEz-TIE. TAR—TaF U T RAZFESICEEL., FBICK-T
BEIRIET BV RIVEHYEVNDENEAETERINEIRETHD, KiEEHIZHE L
T, ANFTURBRHPERERH., ZHNEREFEOHOYALGECRTIVIVRID
IEICEDIHEL TCLWIHEEZRDITEEL. BERELGLHVWLSBEITARET
H5, PIZIEARICENTIE, B—ARFOTVNT ¢ TAHNESHFNFEL. &
HEAOHEELERME —ERENRITETLS,

- EEEICMA. BRIZBVWTIE, ERTSEZOMOEMI AT LDELIVEENET S
BEINDHDHERHONDBE. AHRFREMET HLHIC. RIRSHZEZSOCEME

» In general, with regard to policy measures, it is overly rule-based
the LIAJ believes that this should be amended that more principles—
based.

* Applying policy measures should involve careful consideration so as
to avoid duplication; those tools that jurisdictions have in place
such as rules on governance and investment and policyholder protection
scheme, that function effectively for the purpose of mitigating
systemic risk should be respected. For example, Japan has been able
to limit interconnectedness among financial institutions to a certain
extent by having a rule to apply a large exposure cap on group

consolidated basis and by imposing margin requirements for
derivatives.
* Moreover, in Japan, the legal framework that provides for liquidity

support by the Deposit Insurance Corporation of Japan to the broader

34 financial sector including insurers subject to the determination that
Please elaborate. 21T LT, RERBREBEARMEEZHET SEMRBADNEMBIN TS, KB | the financial system including the financial markets is at the risk
MY R QEHEDRIZIE. UZPHEAN R TIVvI YR EEQIHI2FE5 Lty | of significant disruption in order to avoid such disruption. In
SENERENS12THS. e A ik e et s e a0 s
FELRECZHBEREFELS BN, ZHBOMOISHT SBMAMFS N SR, | | Also, where jurisdictions have in place sound pol icyholder protection
_:77 nx=a/ %;yasz;ﬁ_:)‘\q_'i;6_”_;(70){7}%%%5@23*1’%1:‘l:%’%% scher;le, such scheme serves to dis—incentivize policyholders to
b1’1,%3j\ﬁ%ﬁfay’éfﬁ?%ﬁﬁﬁﬁlfiwﬁﬁb\*/XT:‘y7'JZ70)%$?[ﬂr&ﬁ'“~ﬁ5—d_é" surrender; as a result, PPS could contribute to mitigating risk
EETAITERTNETHD, contagion through macroeconomic exposure. It deserves careful
attention that sound PPS could contribute to mitigating systemic risk
. _ . . oo « It should also be noted that applying policy measures might be a
FBURIBEN VAT IV YRIDRRAL LG ARMELERT SBESHD. BIZIL, source of systemic risk, for example, an introduction of too
BEISBERTEFMEN—IOEARGNEASNIZHE, JH-AESRROTY straightforward requiremeﬁts based on ;narket value would have a
FUIERROONDZLIZKY ., TAZTUALBTHIZREY 55E5X 5, potential to amplify macroeconomic risk by facilitating procyclical
behavior.
B LAL, - No
-RELET—A2DFEEBEL T, BHEDHEEIZEBL. 7O SA4V—IZxt LTHEA | - Appropriateness such as validity and robustness of each indicator is
TEHREIEBEZRETHAOTHNIE., ELDEEDOZ LMY - BEE(CDWLTIEELL | highly required to determine policy measures applying to outliers
NILAERENDS, ZOHREZEOZLUENENGE. BRMICEBORFRDa6EMA | through the focus to the specific indicator in the assessment of
HBDZEITBEIRE, col lected data. Where the appropriateness of the indicators is not
- BAMICIE., BERIETMEOREIZRIAH D, BIZAIX. /855577 7TIE. #i| ensured, it might fundamentally mislead supervisory scope.
FEYRVFMEDI=D. BRRERICETEIT—2ZNET EHLEHHN. BHILES | - in particular, we have a concern regarding the assessment of liquid
DREHEIE. RIREZNOEMPCEFEMERZNEDEENLGREBFURTILT 1 DFE liability. It is stated in paragraph 77, for example, that the
B, BAREERFRRBREZORRIBFEOEFE. REBRZNEREMBOEFELESELE LM | supervisor should collect information on the surrender value however
REBFEZREMIFTEMIARETHD, 512, LREDRBREBORIHMTMOES | the liquidity of surrender value should be assessed in a holistic
Do you agree with the approach to the global monitoring IZhZ. INSTST34IZBHEDOEBY ., REBMEOELEEIC LT, REIMEDIELY | manner where due consideration is paid to broader aspects including
35 . . BEZHDDELTRELTVWSSAIIREME ) RV A 5A/EELHI DD, | the purpose of the insurance contracts, substantial economic
exercise as described above? Please elaborate. FBHEOEVWEEFTHRERELTULWRIE, PATIYIVRIDBREREFAZE S| penalties embedded in high guaranteed rate contracts, the feature of
. BEAOFZEEE MK L CEEMINIRETHD, CcOEENS . Annex 281+ retail and non-retail and policyholder protection schemes and
5 Table5:combination of time restraints and economic penalties®D< k') v o mechani sms.
AFHAEIZIERXET B, - In addition, we have another concern.As described in paragraph 34,
If insurers do not match |Iliquid liabilities with sufficient liquid
assets, it might have liquidity risk. However, if an insurance company
holds sufficient liquid assets, it would not be a source of systemic
risk. Therefore it should be evaluated taking into consideration the
liquidity of the asset side. From this point of view, we disagree
with the matrix ofTableb: combination of time restraints and economic
penalties in Annexl.
Are the proposed changes to the Level 3 assets indicator | - b’*‘)lxﬁéﬁi@ﬁiﬁ%"&iﬂ“i?’élt(& BEERENE) R #EYICKRMT 52 &I(Z( | - Measuring outstanding of Level 3 assets is not appropriately reflected
40 B, FIZIE, LRILIBENREBEDEVNEBICHET A=OIZEBEEINTLY | asset liquidation risk. There is no material risk, for example, where

appropriate? Please explain.

PiHmE. EEGRBUIRIEHEN, #oT, COEEFEZHRI S ETRET S,
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insurers hold Level 3 assets matching illiquid [liabilities.

Therefore, we suggest deleting the indicator.

Are the proposed changes to the Short term funding (STF)

- BREBFMAVNZELE SN TV SEHEREIRSIZRNT S EICERT 5. LG,

WEIHFMEROEUIRICESIHZRICEVTHERICIERZRMNY 5 2 EAARET
HY. ERBEEEEZTANTILENGS, YVATIVIVRIDFERERFGE LA,

- MZT. /18354557340 “Securities lending transactions” Tl&. TEEMIEFR

BMEECBRESNLEE] (I, AIFERIEINCATIVIVRIIZHESLS S
LRBENTWS, LOLGHAL, Tabled TRENTWSHITRDEEEEREDIE
BT, BRZBRETIERIC. TDI6DOV oMNFERPUEECKRESA TN
HEMEFBILTELY., /N353557 34 OREBERPESREDHEFOHRANAELD

+ The LIAJ agrees to exclude from the STF the securities collaterals
whose re-hypothecation or reuse is contractually explicitly
prohibited. When an insurer does not reinvest or reuse collateral
received in securities lending, the insurer is capable of returning
posted col laterals swiftly if its counterparty runs to recover those
collaterals and will not be forced to sell less liquid assets, and
therefore such situation should not be considered as a source of
systemic risk as well.

42 |and Liability Liquidity (LL) indicator appropriate? BICABENEL TS, &> T, BHELTZEDIRIEEDHAIAEZE/XS5552734d® | - In addition, in paragraph 34 “Securities lending transactions,” it
Please explain. MEHLEBEANICHAILSIBET I LERFITRETH D, is stated that if the collateral is reinvested in illiquid assets,
securities lending transaction might be considered a factor of
systemic risk. However, it is inconsistent between paragraph 34 and
Table 3 since the STF indicator in Table3 is not measured how much
collateral is reinvested in illiquid assets out of total
reinvestments. Therefore, Table3 should be amended that the
measurement procedure on the STF indicator is consistent with the
statement of paragraph 34.
- BRLAELY, - No
Do you agree with the move towards a more absolute R EEHED AR X —ERERET AN, HEHIIRTESNSEENESMIZLE > TH | - Although we understand the move towards absolute approach at a certain
49 approach to the assessment of systemic risk stemming SERZELL., TAISIZ2019FICEHMERTHELTLAMN, RF—474 | degree; we would |ike to make a comment in detail after the standard
from the failure or distress of individual insurers? LWE—ICLERRHOBEEE5Z2 5L 5 <KDO D, to be set become apparent. Although the IAIS is to consider on the
Please elaborate. standard in detail in 2019, we request to have an opportunity for
stakeholders to submit comments.
Do you agree with the move away from setting a (fixed) -HITG—S 11 sD&KIIT, —EDRRBEZREICLIzNAF =7 TO—FIZ K D5l | - We agree to suspend from the binary approach which is based on a
50 | threshold that results in a binary classification of ELEDHDZEITIEERT o certain threshold.
insurers as either systemic or not? Please elaborate.
BHEDREIZHI->TIE, ZTOHEUMEPCHENRELZRDICERT ANETHD, 3% | *On setting criteria, the IAIS should take into consideration of
FEIN-HEFIRREUDBETHZHIRT HaIaeELHY . TNICKDHHSIBKIZ | aspects such as appropriateness, cliff effect and so on. The criteria
Are there any considerations on the criteria that may be | DWTHIERIZEEITARETHSD, 1A1SFE2019FIZFEMERITITHELTLY| set by the TAIS might limit the business activity of insurers, and
51 |used to trigger further analysis or specific discussions | 2. AT—IRILF—ICLERRHEHOEEEZE5ZHL58IKRH D, therefore the IAIS should sufficiently consider the opportunity loss
within the IAIS? Please elaborate. of insurers. Although the IAIS is to consider on the criteria in
detail in 2019, we strongly request to have an opportunity for
stakeholders to submit comments
- BT b, - Yes
1Al SHARIFLTLAREINMY RV MDD -ODHREMIEREDORFEOARMEIZD | - Since the LIAJ understands that the IAIS intends to assess liquidity
WTIE. REIMEY R ZHREMITIRALSETHLDEERELTHY ., —8&RT 5, | risks comprehensively, we partially agree with developing ancillary
NLDOEFEIZHE=>TIE. I8N5T5T7162IZ8HDOERY. BRITDEEBDO-HIC indicators by the IAIS to assess liquidity risks. As stated in
BRINEY—ILEZFOEFEATARETTIEHLEL, ERIZRBE SR ADE A B E | paragraph 162, when developing these metrics, it should be
ZONBRETHD, BlAIE. BHUDINOT L. BRREDILFOEFEREZL. | sufficiently tailored for characteristics of insurance business
o - RGN ERERBOFEZDEEMLEEFHORFTILT A DEFEZFZEBE L TR | rather than introducing tools developed for bank directly. For
5 2 22 ;Z:sz:zp(l):quiEZ?tje\r/?lﬁsmgztyzz Eajzars]zggtzz’lc\i/znr:ez:’c TAHREREMIZEMIRETHY . £, REHEY—XIZIE, FEILLMEEENS4E | example, the liquidity of surrender value should be assessed by using
' , LAFvvoaA 3 BEITARETHSD, numeric factors in a holistic manner where due consideration is paid
the development of such a metric? ORI CHI=2TIE. AT RILF—ICLERRHEOMEFE5Z 5K 55 <K | to broader aspects including the purpose of the insurance contracts,
HB5, substantial economic penalties embedded in high guaranteed rate
contracts and policyholder protection schemes and mechanisms. In
addition, for liquidity sources, cash in-flow arising from level
premium income should be considered.
- We request to have an opportunity for stakeholders to submit comments
when considering in detail.
L , , , ST S5T171TIE, TALISIET—ENREICBIT2EREBHEDOETED-6. 1 C | - In paragraph 171, it is stated that the IAIS may use the data such
Do you have additional suggestlonslon how to identify STA4—ILFETRMIEEGLET—2RNEEDMOT—2UINELZFRTHEHSH | as data collection coordinated with ICS Field Testing in order to
57 | levels and trends for the sector-wide assessment of

systemic risk? Please elaborate.

EICFRREMOEEERE VS EETHERYT S, —AT. THELICSEVAT

[imit the burden to the industry. From the viewpoint of mitigation
of burden of the insurers, the LIAJ agrees with paragraph 171. On the




SV IR EFHET BHDTREGWN =S, Rof=EHEICDBENY ARGV EICE
ELTERAESLY,

other hand, it might lead to a false assessment because ICS is
originally not a standard that assesses systemic risk. Therefore the
[AIS should use those data with caution.

Do you agree with the proposal for the transparency

- ZERAMOERDT-O. FRESHICHLTRITHIATRENSZ EIZERT 5.

- To ensure transparency, the LIAJ agrees that the IAIS inform the

6 2 | towards participating insurers and the public? Please participating insurer of their score in private
elaborate.
LRLTLA VT 74— L FOBEND ., EBREDOHAERIEMMNITHNDZ EIZE | - From the viewpoint of level playing field, the LIAJ agrees to a
Do you agree with the proposed implementation assessment B9 %, EMFFMICH->TIE, FEFBTHREADICHEL TLWIBRIEEZEEL | transparent  implementation  assessment. For  implementations
6 4 : ) , =5 ZATEEHIZBITA7AaR—a3F ) TN BEYIICHERINAZ EIZBET AN | assessments, it should be appropriately considered to ensure
as described in section 57 Please elaborate. ETHD, proportionality within each jurisdiction in addition to the
consideration of current effectively functioning policy measures
RO EINOT S, RERZPOBEHOS P EMRZNENDEEMLRFNRFILT | - The liquidity of surrender value should be assessed in a holistic
1 DEFEL. BARKEARRIRZFORIRIFEORIE. RIRZHNEREMIEBDOEESE | manner where due consideration is paid to broader aspects including
LEGRAEZHEAREMIEMINETHY . TableS ITRENTWNSEITG—S 1 the purpose of the insurance contracts, substantial economic
I sEEFERICEITHREMFTMFZRICITERTELELY, penalties embedded in high guaranteed rate contracts, the feature of
Tableb DY F) Y RIFTDE I LHMEMLTME T L >TELT ., £f=. #ITEAHE | retail and non-retail and policyholder protection schemes and
HWTHY. TORMEBALMAZENATLVEWVWI EMD, MEDRLEEZSHEBEYT | mechanisms. We disagree with the matrix of Table5: combination of
[Ty, time restraints and economic penalties in the existing G-SIIs
- ESIZ, LEEDORBABORSMITMOBRICMAE /NS TS5 T3 4IZRBHEDES Y. | methodology. The matrix of Table 5 in Annex 1 does not explicitly
FEHEOEVAREIIN LT, REBHOEVNVEEEZDDLE LTREELTWSBAIE RS | reflect such holistic assessment. In addition, the rationale for the
)R #HZHEEEELHDIEOD. RBEOEVWEEZTSERE L TLNIE, weightings in Table 5 is not clear and some of the proposed weights
VATFIVHOYRIDBFEREFESEN =0, BEAOREME LML TEEE SN S | could give rise to significant cliff effects. Therefore it is not
RETHD, appropiriate as an important indicatior.
66 Is the table above from the 2016 G-SII methodology still | . BRIZETIZ. 2T ZOMOLR I AT LNDELIEEAET EEFNNHS | - Mlorelover,. as Idelscribefd in pat?agraph 34, .If insurers. do pot match
appropriate? Please elaborate. [iguid liabilities with sufficient liquid assets, it might have

EROONDBHE, HHFRZEET L-OIC. RREHAZECEMESMARITH LT,
RERIREBLRBEZHIGT SENRBALN BB S TS, REMEY X7 O
DEEICF. BEBEADN R TI VI VRVREOIMFIZFES L TLWSIRARBREN
BRETHD.

* In terms of legal frameworks, for

liquidity risk. However, if an insurance company holds sufficient
ligquid assets, it would not be a source of systemic risk.Therefore
it should be evaluated taking into consideration the liquidity of the
asset side.

instance, Japanese case that
provides for liquidity support by the Deposit Insurance Corporation
of Japan to the broader financial sector including insurers subject
to the determination that the financial system including the financial
markets is at the risk of significant disruption in order to avoid
such disruption. In assessing liquidity risk, due consideration
should be paid to such framework contributing to suppressing systemic
risk.
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