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The ICS is being developed to be a consolidated group-wide standard with a globally
comparable risk-based measure of capital adequacy for IAIGs and G-SlIs (ICS
Principle 1). However, it is vital to maintain consistency between the rules to be
applied to IAIGs/G-SIIs and others on both a consolidated and single entity-basis.
Therefore, we suggest the IAIS adopt as part of the ICS Principles that: "the ICS is
consistent with standards for non-IAIGs/G-SIIs and those on a single entity-basis,
except for where necessary in light of its purposes".

For insurance groups to which the ICS would apply, it would be desirable if meeting
the standard would be more than just fulfilling rules and actually leads to
improvement in group management. In this context, we suggest the ICS Principle 6
be replaced with the following: "The ICS promotes enhancement of financial
soundness and proper risk management, as well as improvements in management
of the insurance groups to which it applies".

For items that are not material, application of a simplified method (e.g., using
unearned premiums in the valuation of insurance liabilities for non-life short-term
contracts, allowing exclusion of discount on the valuation of claim reserve for
non-life short-tail contracts, etc.) should be allowed. In addition, we would like to
suggest the following sentence be added to the explanation of the ICS Principle 4:
"In order to have the ICS reflect all material risks appropriately, simplified
calculation is allowed for elements that are not material".
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Comparability is a prerequisite for the assessment of capital adequacy and the
securement of a level-playing field among insurance groups. In order to maintain
comparability, internal models need to be approved by insurance supervisors under
a proper approval process.

We are against supervisors adopting additional arrangements that set higher
standards or higher levels of minimum capital than the ICS as stipulated in
Paragraph 17 because it is likely that comparability among jurisdictional standards
would not be achieved even in the future, if "higher standards or higher levels of
minimum capital" can be interpreted even in the future to mean that respective
supervisors are allowed to adopt standards or capital requirements with different
calculation and valuation methods from the ICS as long as they are more prudent
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3 :’)‘\/l\bfcﬁl/\ a AL h LN
4 DITOREEICEY., —BM - B TREMENH 5 MOCE OBIFSICELY #lie~ | Consistent and comparable MOCE should be developed for the following reasons:
xThb,
- As the ICPs stipulate that "The valuation of technical provisions exceeds the
< ICP14 2B WT, [T/ =7 e ya ik, ~—Y D572 | Current Estimate by a margin (Margin over the Current Estimate or MOCE)" (14.7)
JEERGHEBIRT S (147 [T 7=h 17 / 3 0%, Y3 — | and "Technical provisions are a significant component of valuation for solvency
H D7D DOFMMICBIT 2 EERELZETH D, £ ZIZiE, Y VX2 —HH | purposes. They include a margin for risk appropriate for solvency purposes."
WY A~ —T g ERD (14.0.9)) & é nTEY, Y| (14.0.9), a margin (MOCE) is included in insurance liabilities for solvency purposes.
—HHORKRA K ICIZ~—r (MOCE) nEEhD, On the other hand, margins in GAAP-based insurance liabilities lack
- —J ., GAAP AffIcBIT 5 ~— ik, SFHHIER TRIE & T 2-5FIED | comparability because the levels of assumed prudence vary among accounting
IKYES B 70 @ teg AT @75:7( T2, FRBREAL T N —T DGR % LL#E A HE | standards. Therefore, in order to make the capital of respective insurance groups
LT 5720I2iF, MOCE ORI IEN—EM - LEAT§EME A FF> 2 & 234 | comparable, the calculation method of MOCE must be consistent and comparable.”
9
5 MOCE %, tREEZEHOBITIZEVAELD v v 27 —0&%5 LU | As MOCE is a consideration for acceptance of uncertainty as to the amount of
HWIZRET 2 A EMEOAMIZK L TERT 23 TH D720, [ER5FIED T2 | cash-flows and its timing, which arises from the fulfilling of insurance contracts, the
OO~v—T v X0 TBERIEZZERT 200~ —T ) L9252 L2% | concept of "a margin to recognise transfer value" is more appropriate than "margin
WY Th D, for prudence".
6 MOCE OZEARJFHIE LTiX, UTFTOLIRbDONREZ LD, The following items are plausible MOCE principles:
- BUEHERHIC I U D ARSI E A RREREE AN D 2 & - Assumptions that are consistent with the preconditions in Current Estimates are
< VAR O E WO KB LT D TH D Z & used.
DN FZRR Y AT Z & - The effects of risk mitigation measures are appropriately reflected.
- EECEAEO BV ONRENEYMEEHITCE D) bOThHhDH I L - Diversification benefits are properly considered.
- Calculation methods are simple and transparent (third parties can assess the
appropriateness).
7 DIFOHEBHIZEY, BRaIA NMEEZEHATLZZ BB b5, It is plausible to adopt the Cost of Capital method for the following reasons:
BV AZFEIGHTHY | AHINAEROMELTHEANTHDHZ & It is the most risk sensitive, and the results of the calculation are
M, BRI, market-consistent. Therefore, it is comprehensible.
<SRRI 72 BRI X D3 E AT R E WA, BE72 FIEEZ7 AT 5 2 | - Although the workload associated with the principle calculation method is large, it
ECEBNICORIGATRER b D L2 5, can be made practically workable by following a simplified method.
8 HHEThHDHEERD, We think the proposed definition is appropriate.
9 I AL R LR, I A ML
10 TR LR, ALY,
11 a X2 kLAWY, I A ML
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12 A=V KD —=TOUEFEE LT, L0liSef %KL, RZEMEZE | As a method of enhancement to the prescribed yield curve, it is conceivable that a
B 28ENn5, VR 7 ) —Lb— MIZF L ITLAEMELRWVIED 23EY | risk-free rate without any additional premium is more appropriate as it reflects the
ThHEVWIBZNG L5, BEEHK XOMRBRAEDOFEDEESE 2, | market interest rate more directly and eliminates arbitrariness. It is also
FXAEPOTVITAEMETDIEINBEHBENHIEZ T LH D, T | conceivable that adding some kind of premium to the risk-free rate is appropriate
ANV R Tb%ﬁﬁ—é LEGOT, HERRFNEZET D, based on "the actual condition of asset management and the characteristics of
c REROBREIZB N T, < ODRRELOEARS ) P3RIZIEA 9 % Z | insurance liabilities". Therefore, we think the IAIS should consider the appropriate
EMRIAENDHAE.EBIRIZAT L H =27 VAT VLI T A&EMT 5 | approach carefully, including the allowance of both of these methods.

R EDRIENEZ BN, Such measures as applying counter-cyclical premium rates are conceivable if the
capital surplus of many insurance companies is expected to decrease dramatically
due to extreme circumstances such as a great depression and a financial crisis.

13 77"1‘3@7% T — R L — ME, BEICRE TE 28K ICxH L TAEY) & 725 | The Ultimate Forward Rate (UFR) should be determined by the supervisor using
ko, BEEEN W%ODHX%V%E%E“\—X E LT, AER HIEIC L VERE | reasonable methods that are based on actual market trading conditions so that it
TOUNENDD, will not be inadequate in comparison to the actual available interest rate level.

14 T GAAP N—RIZBWTWD R DA GEIEE ED L 51217 9 & Dk | It is very difficult to determine how and what degree of incremental adjustments
EIXREECTH D, BRI L > TEKRIBIEELZRD 51, 2 o>F )31l | should be applied in the GAAP with adjustment approach. In some jurisdictions, it
ERHESR—ZADOFETIEE L RES ERDI B DO LD 2 LR TR, VW | is anticipated that vast adjustments will be required and those adjustments will be
TR DM AT o728 UL THKIEEEEHIR O g nTetE 2 #1489 % Z L 1L | far from the calculation methods used in the Market-Adjusted Valuation approach.
FEFICHETH Y T LAREFETHENE LR L7220, 6> T, 1% GAAP | It will be very difficult to secure comparability among jurisdictions; rather it would
NR— A FEOLEMITE C 5T, A ZBREHT 5 rse g, only be a hindrance to comparability. Therefore, we see no necessity for the GAAP

with adjustment valuation approach and it is unlikely that we would consider using
it.

15 Q14 [ZFEBDEAIZLY | pﬁ*kG AA P/\~X%0) H DI MEFI#E~— | For the same reason mentioned in the Q14 comment, we do not see the same or a
A% bRl D FlidEn L A% Dol =Y (AN greater level of value as MA method's in GAAP+ method.

16 Q14 |[ZFEdDEAIZ LY \EH%GAA PR—2Z DY OIZHTGHMEFHFE~N— | The same comment as Q15.

A% BRD FIFENERFEOBERIRD AR,

17 Q14 \ZFE DFEHIC L (TG AA P R—RZ D H DOIZTHGMEFI<— | The same comment as Q15.

A% ERID EITENEFAFEOBERDRD AR,

18 EETLIEAFAE U THT A D b DIXRWA, 7 4 T4 72 5TNIT « | We do not think there are additional key principles which need to be considered, but
T L OBEARMEOKE GEFASEE) BEFRMICARD K DI HICHE£24T 9 | substantial discussion is needed to ensure that tiering and differentiation (e.g. the
VENH D, level of ratio to be applied) by nature as capital (of the items classified into

respective tiers) are reasonably made.

19 TATEGTLHOTHNI2T 4 TR ETRETHD L LT X5 | If qualifying capital resources are to be classified, they should be classified in no
TR, more than two tiers. Over-tiering should be avoided.

20 MR ORKERIZ 1 IECERT 2500003 <, 747 1, 7 | It is easier to comprehend the final result of ICS capital adequacy if it is expressed
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using only one ratio. We do not think it is necessary to calculate and express the
ratio separately by tier.

21

BODHRE T D, FAVIABDHERITIBIT SN D EAR CLHLE IR LT IAIG
RN 2 o, 8 D WITHF BRI A D RBLATREME D R ) ITEARIZE O
HRE, WA BDTET LTWRNWZ LIZED ERREFIAELEEZX D,

The amount of non-paid-up items should be included in qualifying capital resources.
Capital whose payment is certain (the IAIG has the enforceability over the obligor,
or if it is objectively highly likely that the payment be made) should be included in
capital. We do not think there should be any limits to the reasons that instruments
are not fully paid up.

22

BRI R ENTBEETa A b HEE LY,

We would like to comment when concrete proposals have been made on this issue.

23

BUEHERt 2 B 2 D H >V T, T—HMED H 5 MOCE] D5y & fafE T
BHL. SHICENEBR DOV TUTEAR TR T D000 & & 2
Do B, T T T T I OHFOEDHZEICET HE, FAEOERDE
M2 L TS TREF SO RETH .

We think it is appropriate to recognize "consistent MOCEs" as liabilities and
residual amounts in excess of current estimates plus consistent MOCE as capital. It
should be examined which category of tiers consistent MOCEs and residual
amounts should be classified into during the process of clarifying the definitions of
the categories.

24

TAT1IERIIEDDIRETHD, HRICBW T TREfGHRERE TE
MvEfE ) MERREBEERE] EWORENRS D, WITHbREDY 2 7|Z
KL B2 DIZR T ENTHETIZIH 508, THEFR—ED b U T—FR(IC
K VBRI X AR LICHUD fAE, 72, —ED U W —FRR3 2 niGEe
Wb, BEBOAGRIZEI VBTS2 O THY | ILFRERII IR H B &
BEZOND, TO XD ITIREAIREIWINT 103 8 D HEH IOV TIE, HIFRA
BITOENTNRNEEZEZLNDIDT, 747 1 ERIZEDDHREXTH S,
B, IO 0OME[FEEIT, SHOREBICL VKT Y TEARVWES HIAET
FIBREIREIVBEELTEY, I—A 7 arh—2 O/ S0 5 IS T
RELV GHRKBINI N ENEWVWZ D,

Such reserves should be included in tier 1 capital. In Japan, there are reserve
systems called the "Reserve for Casualty", the "Contingency Reserve" and the "Price
Fluctuation Reserve". While all these reserves have been established to prepare for
specific kind of risks, it is possible to withdraw the respective reserves in the event
of a certain kind of trigger event without supervisory approval. It is also possible,
with supervisory approval, to withdraw reserves without any trigger event. Thus,
those reserves are deemed to have a great degree of loss absorbing capacity. Such
reserves with such a great degree of loss absorbing capacity should be included in
tier 1 capital, as no limitation is deemed to be imposed on them.

Furthermore, those reserves are more stable than retained earnings in that they
cannot be apportioned to shareholders at the company's discretion. Hence, it can be
said that they have greater loss absorbing capacity than retained earnings from the
viewpoint of a going-concern.

25

TAERANWC T = T a Y= R_R=2THEREEFRINT S, TR L DI
KRIN DI Z . FIEBHIT SN TWAET 47 1 &@pEicgh b 2 &1
EX TSN

We do not feel strangeness with regard to including a principal loss absorbency
mechanism that absorbs losses on a going-concern basis by means of the principal
amount in the tier 1 instruments for which there is a limit.

26

— MR ARIER B PE G 1T, ERROM - ARFICHR 2RI L, e S5~
SRRV Y T 5 Z L IIREL EZ LN D0, FIAIFXLTFOr—2
ICBWTITEEMDREOONLZEbHIV/L LN T4 T 28R Y
—RICEDDHIEbHMR LGS EEALND,

- ARIER A PETAIG DIRA G PED & HECKBUR B AKX FIZ LD HHTO

In general, it is deemed difficult for elements such as DTA, etc. to absorb losses in
cases of actual failure, or to be appropriated for insurance liabilities that should be
paid with top priority. However, as these may be recognized as capital in the
following cases, for instance, they can be considered to be included in Tier 2 capital
resources:
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i AFESIC X 0 FBEMITEARNED L, ZOFER., iz ARREIZ 2 - 1248586
IZBWT, HATE TOWREYIZB W CHERBLATS i%%éhfwéiiﬁ&—
A
< V7 N = TG EITAIG DMEFERTEIC A 5 -3
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ETH, Y7 b

- HETEAR AT B PE TAIG 2372 AREBIZ 2R > T2 3 Bis, TAIG & 32fa# &
DI L DFGATFOHITIZ L0 | fétzfiﬁiiﬁiﬂj’@%f:ﬁ* A
72EB. BIROIY WL, fEEEITDI > TEEHR GO & 50580

b5 RICHE TN,

- DTA: In cases where taxable income is secured in the nearest accounting year,
even if the IAIG becomes insolvent as a result of substantial capital reduction due
to unrealized losses of assets held and taxable claim reserves due to a natural
catastrophe.

- Computer software intangibles: In cases where the sale value of computer
software intangibles is recognized even if the IAIG becomes insolvent.

- Defined benefit pension plan assets: In cases where capital can be squeezed out by
reducing benefits through negotiations with beneficiaries when an IAIG becomes
insolvent.

In any case, due attention should be paid to ensure that the treatment of tax effects
are kept consistent across the entire system of the ICS.

27 AR LAgWn A LW
28 FAB NN L BB AR, WHEARY VY —A&FHE L, LEEARLZ AT i | It is conceivable to calculate the amount of required capital and qualifying capital
KERY Y —ADIEXE Ry %, 7 V—T 2IKROEBEARY V) — A0 L HERR | resources according to legal entity and deduct the amount of a non-controlling
THEWVW) FENREZDBND, interest within the amount of qualifying capital in excess of the amount of the
7272 L, BREBERED =D TAIG BV EEE TR DAV 52 B E S NDH ) E | required capital from the amount of qualifying capital resources of the entire group.
9 DIFEERIN H 0 | FELACFF 0 2 W EAR Y V) — AN RS 5 2 & O &I | However, as there is a question regarding whether or not IAIGs are allowed to
WCOWTHRHNHLETH D, dispose of minority interests for policyholder protection, the IALS should examine
the propriety of deduction of non-controlling interests from qualifying capital
resources.
29 ZOMITEERRT RE LB X DHBIF R, We find no other items that need to be deducted.
30 BOEBOT AT 1I0LERTRELEEZ D, ICSFTEEARITY X7 & (FF | Elements referred to in paragraph 99 should be deducted from Tier 1 capital
kDU 27 BEEAVEOMBEEAR) THY, U A7 BETHIET S FEITITER | resources as proposed. As the ICS capital requirement is equivalent to risk amount
BERdH 5, (required capital for risks manifested in the future), we think it is inappropriate to
adjust the risk amount itself.
31 Q30 IZRI T AIEIZFLFEEE, ZEOLBVT 4 T 20 LRI & LEZ D, As in the case of Q30, those elements should be deducted from Tier 2 as proposed.
32 A7 REDTRIERFIZHI1T 2 B O OREE 2 5D D &) Ak HIUZ> | From the perspective that the ultimate objective of the whole initiative is to
HLC. TAT 1, 747 20BRENGIT]SNOHIRIISNETH D &5 % | improve the probability that IAIGs can absorb losses when the risk is materialized
2o or failure occurs, some kind of limit should be contained in the composition of the
two tiers.
33 TAT 1, T 47 2DREISEORFHIHT-> Tid, Al L LTk T 54 | As discussed in Q23, such items as the determination of the level of the amount to

# (MOCE) O/K#ER X UZ ORI 7 EOEEHE (Q23) 7351, A
BEOFRHRMEHE LIk TilmT NS & B R D,

be recognized as insurance liability (MOCE) and its treatment should be dealt with
first. Therefore, composition of two tiers should be discussed after determining the
calculation methods of insurance liabilities.
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34 R The same comment as Q33.

35 Q14~17 D L BV FAHE GAAP X—RADEAZFIE & LToMRGHIREE L & 2 | As discussed in Q14 - 17, we think it is difficult to conduct any discussion under the
2o presumption that a GAAP with adjustments valuation approach would be

introduced.

36 BEY NS —HHITHAERA L TV HDIZ DN T, +4 721 58 | Transitional arrangements with a sufficient amount of time should be allowed for
LHRETH D, the items that are currently included under solvency regulations in respective

jurisdictions.

37 FEske, EEZATREME & U A VIR EZ N E U OWNTE Y 22 LUV 3R &1 | The ICS capital requirement should be developed so that it can be implemented as a
72T, PCR & L THWED X9 IZBRT &, PCR if and when a reasonable level is attained in terms of both comparability and
YHEIILUL T O XS ITHEHT 5 Z L2 R_ET 5, risk-sensitivity in the future.

c TN—="T e IR = ~DFER BT 5 TR R, Until then, we propose implementing the ICS capital requirement as follows, for the
IN—TOEEI Ly DA N [aIa=r—a U 2R1ET S | time being:
HEE ], - an "early warning indicator" against potential threat to group solvency;
‘ICS % FRI-> 126, — @O L v a—B XM AT 9 (U AlZ{TH7e\0), | - a "tool to facilitate communication" among supervisory college members;
cEARF R T ABROEZDOOE S E LTHWDSRETHD (ME—0 | - intensified review and discussion (not intervention) being made below the ICS;
M7 7 7 #—Tlix7ewy), - just one of various aspects of capital adequacy assessment (not a sole assessment
factor).

38 ICS DA% b RLRSEOENBREINE T2 D E RiAEN, TOHFTE | As it is most likely that local standards will continue to exist even after

WCHIEERED Ny 7 A by TEARREE TEAT S Z LITBEFEGFITH Y. | implementation of the ICS, the introduction of yet another standard would be an
BATRI TR, excessive regulation. We therefore oppose the promulgation of a backstop capital
measure.

39 ICSFTEERIZETRE Y A7 L LT, IAISEIIRYUYTHD LEZXD, We think the IAIS proposal regarding risks to be included in the ICS capital

requirement is appropriate.

40 RUTHDHEEZD, We think the specified risks and their definitions are appropriate. However, in
7272, ABIERTEDEEEICRB TR, £ 2 LIEETIEMN OIS 2R | technical specifications scheduled to be drawn up later, consistency needs to be
W5, ensured between Table 2 and an example of a standard method.

41 RUTHDHEEZD, WENEY R « T A—TF V2R T7I1Z50WTIE, EARZIE | We think it is appropriate. We do not think that group and liquidity risks are the
<HEBELTCHIRTAMHEO LD TIERWEEZ D, kind of risks that need to be dealt with by additional capital.

42 VaR. T-VaR OV 3 & bk iE, At present, it is difficult to comment on which risk measure is more appropriate.

43 TNV A7 BLOGHEIRIT, BHETEL2T7T—XOREIZEY, —#IZHE | Due to a lack of reliable data, it is generally difficult to estimate tails risk and

FOEEETH D, JIUSH L, ERT—FRmE X p Uy v VA BT
L0, AT A—ZOREREITH S L BELBND, £, HAKEY 21
SNTIE, LEMEFADOEMAICED | REROT — A ) 22 23T % =
EWRHREL e D, Flo, HERIDREE/R T A — 21Tk L TE, BULE T &

diversification benefits. In order to deal with this difficulty, it would be possible to
estimate parameters by utilizing industry data and expert judgement. As for
natural catastrophe risk, the use of engineering models will enable the
measurement of unprecedented tail risks. As regards parameters, which are

6
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1528 T, VAZICHT DRBELILRET LI LVEETH L,

difficult to estimate, it is important to conduct a sensitivity analysis to evaluate the
level of impact on the risks.

44

RUTHDHLEERD,

We think it is appropriate.

45

AT —JIRNE =T > TOEENLZHEFRAEEEET S L. (i@
BHHETHIEEMRIIH LT T—A 7 s a = DRHEEZ G D&
ThirEEZD, THIMEBREEORIRE LVESET D,

From a practicality standpoint of the stakeholders, an assumption of going-concern
should be included (for groups which are appropriate to assume so). This is also
consistent with the assumptions of the financial statements.

46

VaR & TVaR [Z2WT, U A7 RGHE, e, KAESE 240 i g5 =
EIMTEDLRTERYTHD, 72720, 14 99.5%VaR & 14 90%T-VaR O
KT RE AHET D Z & THEI N, 99.5%VaR & DIl & o Bl
5. 99%T-VaR NEYI TH D L& X D,

The proposed initial field testing target criteria is appropriate as it will enable
relative comparisons in terms of risk sensitivity, robustness, and risk levels, etc.
However, it is expected that the levels of the two target criteria and time horizons
(at least 99.5% VaR over 1 year, and at least 90% Tail VaR over 1 year) will widely
differ. In consideration of a comparison with 99.5% VaR, 99% T-VaR would be
appropriate.

47

—HOREERECESE 7 40—V FT A MEERTHZ Lk, BAOHER T
£ LW, Y7 EYEDPEIZ Y 72> Tk, W50 BELEDFR A2 ED
LHVENDHDEEZ D, IE L, SMFICBERER LR LWE S, +5
WCEETDHDVLELDD D,

Although it is favorable in terms of cost to conduct field-testing based on either one
of the target criteria, we think it is necessary to collect data on both target criteria
to determine an appropriate standard. Due consideration, however, is required to
avoid posing an undue burden on volunteers.

48

TVaR OHEFH O R EEMEC LG A REME 2 BT D 72012, B2IMNE IR T
b T2 FEOHREZRGE L, BEIS U THEZIT O BERH D,

It 1s necessary to collect information such as calculation methods and data from
volunteers, and make adjustments as necessary, in order to deal with challenges in
T-VaR estimation and comparability.

49

eZOWNWT, VAZIKBIRZ T 2EDEHEDOELEWICL T, EHY
A EBRETHHELEZOND, ERENMRUONNS E1T7-T, U A7 K
HREESEEBELRVOIIERTIZIZRWEEZZ D,

With regard to e) in Paragraph 134, credit risk could be adjusted by the credit
quality of providers of risk mitigation. We think it is inaccurate not to recognize the
effects of risk mitigation at all on the grounds that the credit quality of providers is
low.

50

a) ICS DFIHIZK T HREHMICIN T, SEIC TS DN T,
Mtk D U A 7 K E 238~ & Th D,
b) W% D ) A 7R E LA BET 25813, M5k A 7 KEHE O Rk
(W= 2 Y 27 2B BT 26 BHE) LCHEBERFIZ I T 2 RS ORI &
DRBERIKEAT, X=v AV A7 ZFHli L. HRRAE G, X— R
AT PN ERRED 2N Y A7 ARE B SV TR L, — &L Lo~
—V AU AT PEAFT D U A7 KBHEE IC OV TR ISR T 5 Z &
WEETH D,

BB, ANV AV AT OEFII T EEE AR LTS bWVizwy,

a) Renewed risk mitigation arrangements should be recognized, to an extent that
can be reasonably expected in the time horizon of the ICS calculation.

b) When risk mitigation arrangements are recognized after the renewal, it would be
appropriate to assess basis risk, in view of characteristics of the arrangements (the
need to consider basis risk) and the impact of changes in the assumptions at the
renewal, and arrangements including reinsurance which entail only a limited,
certain degree of basis risk should be fully recognized, while those which still entail
basis risk above a certain level should be partially recognized.

In addition, definition of basis risk and assessment methodology should be clarified.

51

a X2 kLW,

T A LAV,

52

a X2 kLAWY,

a Ay kL7
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53 A LAV, AL F LN

54 B4 £ &/ FI2EBl s KOS Y SR vl REZe Pl xt 375 7 L v hOFEH | Assumption should be subject to some kind of restriction to avoid credit for
23, EBATREMEICEEE N H 5 WO AR CHIE S, &SNS Z L2372 & | participating/profit sharing and adjustable products measured and adjusted based
D IZHMRIZET 2 —EDHIKIDLETH D, on optimistic assumption whose feasibility is doubtful.

55 A LAV, AL F LN

56 ICS FTEE ARDFEIZBWT, NHET ABNEM AR 5513, 155 )P | When the use of internal models is allowed in the calculation of the ICS capital
EARFERIR O H 5\ %, b DO HIL S BUEE /21X 2 ¥ 2 7 O I & | requirement, the use of structural dependencies as described in Paragraph 155 c),
D7 —VOIRIFERE BET D2 HIENEY EE X D, NERET V%M | or a variance-covariance matrix or copulas in b), considering dependencies between
I, (7)) VAT BTV =[O Y ATHAEITOHEIE, b)OyHkdt | tails would be appropriate. When aggregating risks in different (sub-) risk
DEIEDREIZ A N VAT CORTFEMRZ —Efk 0 AT HIENREZ 2 55, | categories without using internal models, a possible adjustment would be to

consider dependencies during stress situations in the factors in a
variance-covariance matrix as explained in b).

57 WERE T A 0ME I ATREZR AT, W IER AR 7 n B AD T T, U A7 DK | When the use of internal models is allowed, assessment of dependencies between
FEREB L O EBRICB O THEET )V (ESG Z&Te) Offf 6388 T | risks should also be made possible through internal models (including ESGs or
H BTV Economic Scenario Generators), subject to appropriate approval processes.

58 FEIZARW, We do not have any particular alternative approaches in mind.

59 FFar1DX T, vy I A—NA[RERG AL, JRT 7 AR — v — | As described in Option 1, when the look-through approach is available, assessment
B _X— R LRl 2TV by 7 A= I3 TE IR WIGEICRE EBR%E % H | should be on the basis of current underlying exposures. When a full look-through is
WIZE IV 7 AN—%4T ) ODNREELWEEZ S, HL, =7 AR — | not possible, a partial look-through could be applied by applying the maximum total
¥ =DM KEL D EOEFE TICIEZLDLA T a1 P AREY | investment level. However, in cases where changes in exposures are large and it is
RGEELHDHIOT, TOHFEIIIA T ay 2 #@HAT 5L HE 251 | not appropriate to apply Option 1, which is based on the balance at a point in time,
D, consideration could be given to applying Option 2.

60 — RIS s R— b 7+ VA HENMN TRV EZE 2 D08, BEEEMICIE /D | Generally, grouping by portfolio of products is appropriate. However, because the
Pirn E X R DFER S D7D, BIEOBENLELEZLND, characteristics of variable products differ from ordinary products, another

consideration would be necessary.

61 A B LA FEFREAR S EEE L EO— R8T /ATF Y A7 FME T | It is appropriate and practical to use a stress approach, which is consistent with a
AN THD ZENDLEYM, DORBEITH DM, LRI 14LLF | general assessment approach for mortality/longevity risk of general, multi-year
D7 EICBWTL, BREFELRFT2Z2En8B 215, contracts. For certain products, such as products with a contract term of one year or

less, the use of a factor approach could be considered.

62 PRBEHIAS 1 AELL F OB 72 CICB W TR BRETEE G 5 2 L35 2 | For certain products, such as products with a contract term of one year or less, the

LD, Bl E LTI, REBREIMAEVREGMIZOW TR, EE6DFEEZR
ML THRERICRE RENR NPT, VR EHFEGAMEEE L, AT
BEERAT L2 L3V EER D,

use of a factor approach could be considered. Since the results should not be so
different using either approach in case of short term products, we think a factor
approach could be adopted considering the burden of risk calculation using a stress
approach.
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63 A LAV, AL F LN

64 A LAV, a AL h LN

65 BRI abe I U R 7 & LTEZLNDD, KRR A RN | Although all of a), b), and c) can theoretically be regarded as risks, particularly in
DARFEL DA, Catastrophe Risk #RI&EE T 2D THILIX, ¢ (BB | case of long-term life insurance products, provided that catastrophe risk is
CRORTT A VT 4 ~DA ML R) [Tab &L CEEAEMELS FE 1 | considered separately, ¢) is of less relevance than a) and b), and disproportionate to
— RIZRADRNWIZ EMLEREEEE T &, the calculation burden. Therefore, ¢) should be excluded.

66 fAIAVH A N VAFERY ZAT7 IS THY b ZY LEZ D0, EBEALN | Asit is risk-sensitive, it is most appropriate to use a stress approach for all the risk
CHEBEEFEOBEANLDEBNVLETH D, FlZIE, A ML RAFIEOHEBEEL | components. However, due consideration should be given in view of the associated
FOL TV a AMMEOFEIZE N TIX, —EDH7 LetHE R E2F A7 5 Z | burden and the materiality. For example, it may be conceivable to allow measures
EMEZBND, such as deemed calculation, to a certain extent, in the pre-stress and post-stress

calculation of the value of policyholder options.

67 PRI AR S AR L B ORBRIL TR OZESL, SLIT R AR | We suspect factors including differences between mortality rates used for liability
OEE ., E, I L3 EZR8KREVOTIERWnhEEbh s, 2022 | valuation and the actual mortality rates experienced, as well as mortality trends,
LD, AMVAKBIZEEZRITDZEDMLETH S, o T, TNHDE, | differ greatly by country and region. It is necessary to differentiate stress levels
HIBIZ X5 ZDRNEMET HZENEHEETH D, according to such geographical differences, into which further investigation is

crucial.

68 AEH, HIkOT —Z 20UR SNV HF TN T vt B2 5, As the necessary data from each country and region has not been released, it is

impossible to answer this question.

69 E, #k =L DT —X 2o LIRS, A NV ADKS /7 —E 7 | It is necessary to judge if stress buckets/groupings are required, and when stress
DL, iz, TNA—FY U7 BIOKRST2EEFEFOHFA., KELZET | buckets/groupings are adopted, it is necessary to determine their scope and level.
LHVERDH D,

70 aA LAV aA LAV

71 BlRigESB EEZHND, The listed examples are considered appropriate without material omissions.

72 B CHEIND HOEFR, At present, there are no such approaches conceivable as described in this question.

73 HARIZH T 2 B G SRR SRR % 2 BRI/ S A/ ) A7 O | The over/under payment risk related to compulsory auto liability and workers'
FEMETE < . FARIIICX S LTHWRT 2 LB RN O EE 2TV 5, compensation insurance in Japan is of less significance. Therefore, it is not

necessary to explicitly distinguish such a risk.

74 RIS - ARIEELE R O ERDPIR STV RN OB TIZ W | As the definitions of "similar to life" and "not similar to life" have not been set out,
TERY, MHEDOEREZHMIZLTH B2, we cannot decide whether such a distinction should be made or not. Those product

categories should clearly be defined.

75 WAETDHEEXD, We think the example fits the purpose.

76 HHEEZD, We think the combination structure is appropriate.

77 a A b LAgWn A LW

78 FEARV R EWIE L, Y THHIHN, EFAR & HEE OB LMD DERE | The proposed scope captures the key risks, and is hence appropriate. However, due
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BDUETH D, Bl2iE, A bV ARIEOERRENE DA T > a MHEOFHE
WCBWTC—EDRRLEREREEHRTIZELEZOND,

consideration should be given in view of the associated burden and the materiality.
For example, measures such as deemed calculation, to a certain extent, may be
conceivable in the calculation of the value of pre-stress and post-stress policyholder
options.

79 El, Hlkic X DK « RO KU - Hm O ZITBE S ND DT, FEREE L | As levels and trends of lapse rates are likely to vary by country and region, it is
KM LT ETRET DZHERH D, necessary to decide on the grouping based on sufficient analysis of actual

conditions.

80 KEMEK) - KRNV A7 BEAL O E 72 H & LTRG-S - 3R D5 | A mass lapse risk manifests mainly due to a financial crisis, damaged trust in the
HAEALSCRFEERD T oD LA, ZOLS R —A%EE LS4, | industry and companies, and harmful rumors. In view of these cases, while it is
NP TR & E I KREMRNORICEERET D I EIIARARETH 523, il | impossible to differentiate mass lapse rates by detailed product type, consideration
AL E MR BN B e REMNEEZHRTET S 2 & LMFTL 9 | could be given to setting appropriate mass lapse rates for certain types of products,
Do such as different rates between saving and protection products.

81 KEMEK) - KRNV A7 BEAL O E72BH & LTRG-S - 3R D5 | A mass lapse risk manifests mainly due to a financial crisis, damaged trust in the
HAEASCRFEERD T OND LA, ZOLS R —A%EE LS4, | industry and companies, and harmful rumors. In view of these cases, while it is
NP TR & E IS KREMRNORICEERET D I EIIARARETH 523, fl | impossible to differentiate mass lapse rates by detailed product type, consideration
Z AR MR B P S B T ) 7 R B R R 2R IET 5 Z & b MEf L D | could be given to setting appropriate mass lapse rates for certain types of products,
Do such as different rates between saving and protection products.

82 HBAREFEICBWTIT, ARFEICH A - K5 ) 27 OBEEE ISV, | Lapse risk is more relevant to Life business than Non-life business.

83 A RLARW aTARLARN

84 BB O EH v a v 7 OHIIZ W TL, BRHEBRYI 2 Z 8 L CF3E 7 | The duration of the upward shock to the unit expense assumptions should be
_ETHD, calculated with consideration given to the remaining contract term.

85 a A RLARW aTARLARWY

86 RIBEITA Uevy, 72720, Q74 0 &R0 | AELRFARINE M & ARIEFALIME L O | There will be no issues with the separation of non-life business in the way outlined.
TERAZPREIZ L9 2T, BAROEESHITEIT 25 =B RBRO B Y #\ > | As mentioned in Question 74, however, we would like to have "similar to life" and
P ST, "not similar to life" products clearly defined. We also would like to have the

treatment of the so-called "third-sector products" offered by non-life insurers in
Japan clarified.

87 RS E BT D 2 LI FREE DS, IREEELE BT 5 2 S IFREECTH D, It will be possible to separate claims, but difficult to separate premiums.

88 BB THDHEERD, TR E LU, BER~OY 2 v 7155 E AT | It is appropriate to use a factor-based approach as proposed, and to set shocks to
LT ENHEEEER D, loss ratios. It should be clarified that the calculation is based on the net of outwards
7E, HPFEREZEOERS—ZATRHET 2 Z L 2HRLIT X TH D, reinsurance.

89 PREREL Y R 7 Z@UNIHE 2 D T2 O3, Bk 1 FROMEREEF2 NE L 3 | In order to properly capture premium risk, while earned premiums for the next

NETHLN, BRPORGIHES D Z L AR ORI R RE L L
TLENE 1R T SRR RRE 2 = 7 AR—V v REE T 5 2 & ANE

12-month period should be used as a measure, as an objective and easy-to-capture
alternative, we think it is appropriate to use earned premiums of the most recent
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12-month period as an exposure measure.

90 T 777 180 TRENTWAEENS, BEHIEHAD Y 27 2@ %2 | In order to capture risks of multi-year contracts, we think it is appropriate to
DI, AR Y A7 L RIERICIRRABETME CHWAHEESRIZ T 2 v 7 % | recognize the difference between the economic values provided by subjecting the
G2 THEONDRFME & BUEHG O 2% A2 Y A7 L UCREHkT 5 2 & 23 | loss ratios used for valuing insurance liabilities to shocks and the current estimates
WU THDEEZD, BEEL LTI, XT7 7T 7 243 THREIN TS | as risk, in line with the perspective described in paragraph 130. As a simplified
X 9T, =7 AR =T v — & REERBRE & R OIAREREL O GG E 9% | method, a factor-based approach treating the sum of unearned premiums and
Ty A== AFENEYTH D, future written premiums (as provided in the example in Paragraph 243) as

exposure would be appropriate.

91 PRIEES OFHEICIL U CTHETRXETH D03, E%T%‘@D — RDOIIRAVH | Segmentation should be based on characteristics of insured events. Considering the
O, Blzix T, 5, BEiE, ~ V>, BEET - - - ) FREORE T | materiality and the corresponding workload, it is desirable to segment by an
ROoTHZENEELY, appropriate level of granularity such as 'Property', 'Accident', 'Motor', 'Marine',

'Liability’, etc.

92 K - Mk DT — &2 PR S e Wi IR SR EE S B 2 D, It is difficult to determine without regional/country data being provided.
Fiz, 2wV 2 ZED XD ITEPRE SR WRBROE Y #2022V T, f | Consideration is required regarding treatment of certain types of insurance
ARRELEZ S, products, for which it is impossible to specify the country to which the risks belong,

such as marine and aviation insurance.

93 a A RLARW aA LAV

94 HBRFEEL DT 2 2 SICHBEITA TR0, There will be no issues with separation of non-life business in the way outlined.

95 HEThDHEZERD, TEIZL, B'J@@?Rﬂik L CHERGRWI FIE DA 2 7F% | We think it is appropriate to use a factor-based approach as proposed. However,
THIELEZOBND, consideration could be given to allowing for the use of a stochastic approach as an

alternative option.

96 RUTHDHEEZD, We think it is appropriate to apply the factor to current estimates.

97 S IX B B9, RO RIS ZHVHESOREIZS CTX5 2179 | Segmentation should be based on the characteristics of claim reserves such as the
RETHY, LT LHEEEY 27 &R E2 —HEE 08L& E 2 | length of payment terms. It is not necessary for the segmentation to be the same for
Do TR, KBRS ER E . Bk BRI L TR EN T2 ZHME 42OV T | premium risk. Risk characteristics related to claim reserves set up for specific
X, U AT OEEN BT OZIME4A LT R 5 O T, ITEEARFE EORK | purposes, such as preparation for catastrophes, are different from those of ordinary
EOTLHIEMEZILND, claim reserves. Therefore, their treatment in the calculation of the capital

requirement could be separately examined.

98 KE - #ikOT — X BIR SR TIZEIE S K S B 2 D, It is difficult to determine without regional/country data being provided.
Fo, 2V 2 HZEO LD IZEPEE SR WRBROE Y 2OV T, M | Consideration is required regarding treatment of certain types of insurance
MRMELEEZ D, products, for which it is impossible to specify the country to which the risks belong,

such as marine and aviation insurance.

99 A RLARW IABRLRWV

100 | & COVT Y RT ZEFHCET LT D Z S XREETH 523, [FRHZET L | It is difficult to model all sub-risks simultaneously. However, if such simultaneous
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modelling will achieve more appropriate risk assessment, it would be desirable to
select one of the two approaches according to the sub-risk characteristics.

101 | BRHV AZ0F, KEEBEBA MLV RZEALWEEIRY EE2 S, 72, K | It is appropriate to not apply catastrophe stress to longevity risk. Moreover, as it is
RENFELERD b LY FILEZDZEEIININWEEZOND Z LB, ET | assumed that the impact of a catastrophe on the trend of mortality rates is limited,
IABIFARE L EZ D, we do not think modelling of such a situation as proposed is necessary.

102 | EEEEHIRIC LD RY LVOBEEMEN R D 2 LD FEEERIRICE T 58 | As the materiality of perils differs by jurisdiction, it is appropriate for each
BEDPHIBE IR XY NV EED DL ZENEE L, jurisdictional supervisor to decide which perils are to be included in the ICS

standard method in their own jurisdiction.

103 | BRSO, FEEDERUKEIZI 1T 5 X HEORBIN/2 RE|IZH-S% E | The materiality should be defined based on objective measures such as aggregate
AW T 20OREE LN E %Z_é 7272 L. TIAIGs ®547x HERE & | limit of liabilities or payments at a specific confidence level. On the other hand,
W FRICLTLE D &, HelkalRE éEﬁ)T’W%éﬂiﬁb‘T EMEMN S D Z &> | comparability might not be ensured if the process is totally based on the IAIGs'
5. % TAIG OFERBIIE U T, JMRERVEFLNVALBIORY LEO | voluntary reporting. Therefore, the IAIS should provide individual criteria and
FEUE - B Z, TAIS DS L0 Ui XEThH D, thresholds for perils in advance, which may be applicable to each IAIG, depending

on its business size.

104 | LT T ANRNFAET DMl - XU L THIE, —EREZRBNMEDSH 5T — | If engineering models exist for the regions and perils, it is likely that IAIGs can
HERRMT D EIEARETH D, — T, LT T VNTFEIE L7Vl « | provide data with a certain degree of objectivity. In cases where no such models
ANYZONTE, FEEOEWT —F 28325 2 LI3E LV, exist, provision of reliable data will be difficult.

105 | KALORE T 2 Mk - PESPO7R RN — b 7 o U ARRPEIC 0 . KIRAER | Catastrophe risks vary considerably depending on the characteristics of the
EYZRTIIREL BB -0, FORMEZ X0 @I S ATRE 22 #R4yBE 5 | geographical and product portfolios held by each insurer. We therefore think that
NOFRHITZYS EEX D, the use of partial models is appropriate to reflect such characteristics more
ETIIVOMEAIY 72> TlE, R ATREE 2 R T 28806, B BH I K % | precisely.

KRBT B EARRITONDIFEBDMLETH D, When using partial models, an approval process by the supervisor is necessary to

— T, BTNART —HHEOHKINC LV 2 THORY L - filif 2 £ 5 LM | ensure comparability.

DI EIARARETH D2, v U AFESCH G R — A FIEHEIR | Also, due to limitations on model, available data, etc., it is impossible to assess

e LTHhE LD, every peril and region using a model. Therefore, the defined scenario method and a
simplified factor-based approach are also necessary alternatives.

106 | a)lbEEAlREME A IR T 572010, L 5 2 DR H - #ik - JH53K - & | a) To ensure comparability, the scenario should identify the line of business, region,
T B =Y VONE (ENRY V~DEBEEETe) 708 % 7 U 4 LW | damage rate, secondary peril (including its effects on higher-level perils), etc.
AT & Th D,

b) The degree of data management and preparation, and availability and relevance
b))~ U L DFEFECHIRIC K - T, T —F O IRICE T L DA EE - I | of models differ depending on the types of peril or region. Therefore multiple
DRI DT80, A REME D & 2 EE O FIE 2RI & LTk L TH < X | approaches should be maintained as alternatives.
=,
107 | —EOART v A ILIEZN, BEOARIZ/R 720 | EARNHEMIZ7 | Although a certain level of approval process is necessary, due consideration should
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LbRWEkHIREEILELEEZ S, -, ?/1/ 7°EP%V‘%(groupwide
supervisor)Z X 5 7 o — VR BLE T CO LRI REMEICE S L 72 KGR T ek
AELFTRETHD,

be given so that the process is not excessively burdensome for IAIGs, and that the
operation of the process is not too inflexible. In addition, such approval should be
given by group-wide supervisors, with due consideration to globally ensuring
comparability.

108 | Q105 oEIZ L[F L, The same comment as Q105.
109 | Q) FRIOF A Z2HED L) TREINDHE, a) IAIGs should be required to seek prior approval.
b)IAIG DV A 7 EREA )23 L, IAIG [ COLE [ REME 2R3 5 XL 9 | b) Criteria to be applied should reflect IAIGs' risk conditions and ensure
LR EHT HRE, comparability among IAIGs.
)T NOEREM, FIRRIL, T T ADORNEZ R T T2 OICLEREH | o) Information necessary to identify the model’s reliability, usage, and governance
DL I N D &, should be provided.
110 | A R LR T A LW
111 | &RV RY F =V hFHETDHT 2 b — 3 VIZESIL FEB L OFTED | We think both approaches for the calculation of the interest rate risk charge, i.e., an
A NVAFEE, VAZBISELBESOBSANS, RUTHDHEE XD, | approach based on measuring the duration and an approach based on prescribed
DTk L UCTid, MR FIRICE DS fFREF| v T U A28 (B 21X | stress, are appropriate in view of risk-sensitivity and simplicity.
10000 >V A4) AE L. 4D CF %#_X— R &P - ﬁ%\@/ﬁ@ﬁ ZHET | As for alternatives, an approach to calculate the loss amount at a prescribed
HIZ LT, WRERY Y —RZKTDHIMED /X=X AV EIZEBT 51K | percentile point against qualifying capital resources by providing different
HEAEHTATE (LT AR LSERSINICL D TFEL %z 5315, | stochastic future interest rate scenarios (for example 10,000 scenarios) and
measuring changes to assets and liabilities based on insurers' cash flows (Monte
Carlo method) and an approach based on principal component analysis could be
considered.
112 | &R a v 713, S E 2 50 Es OB EEB 2K E 2 7-ZR/ M0 H | Interest rate shocks should be a feasible scenario based on the experience of interest
BT VA ETRETHD, A — /N NI —TDOIREILD TV %5 ® D | rate changes including term structure. If scenarios of changes in yield curve shapes
e ATy ara X COFMEICRBOTHYEDFEANMBAE L 2854 | are included, due attention should be given to situations where a substantial
»H5 /ﬁ LHEEBENLETHD, BENEDR S DEEITIE. A —/ R —7 D | workload is needed for some elements such as valuation of option cost as well. When
WZEvD > F U FEEZDDH T EBARRFIER <E %7_ %, material, inclusion of such scenarios may be considered effective.
B AT L COMNBRGEERI LY a v 7 252 2% D) 1ETA | Also, unrealistic yield curves being incorporated in the scenario should be avoided
HRRA — )V I —T OEEMN T U AITHRVIAEND 2 & &AL XX | by way of applying the same shock on the extrapolation range as on the entry point
Ths, for extrapolation.
113 | EMoAES vy v v a7 —%2Fb EEX Y v 27—t DI A~ vF | We think the IAIS should consider different shock magnitudes for each duration

EHRLTWAIEBRER LD EEZ LN Enb, TNETNDOT 2 L —
3 VRGICKIT R DY a v ORI EBETRE LB XD, B, A —
IV R —T OFREACD T F VA 52 EDLYE. 47> a v a R O
CBWTHYBEOHEAMMNELZ2BA LI HICHL-EENLETH D,

Ta v OBBRIZOWTIE, FBEICBT 28 EHORETE LR E X

bucket, because some IAIGs are likely to have long-term liability cash flow, which
mismatches cash flow on the asset side. If scenarios of changes in yield curve shapes
are included, due attention should be given to situations where a substantial
workload is needed for some elements such as valuation of option cost as well.

As for shock magnitudes, it may be beneficial to examine a flat or inverted yield
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FERMEDR DY, BEUEDRHLGE. 77 v b =T A — VR —T
EEETOHI L VAN LERD,

curve if they are based on past changes in interest rates for each currency and
material.

114

B> 3 > 7 2BfET 5 Z &2, St oA gEEoBlA T, EE LW
EEZ2D, —EHMMIChIED v a vy ZizonTiE, ZoHEICB T~y
ITENZ SO &, 72720, KT _RE A~y ATENIRE ORBREIZ LD
BEEITEN DM ED DTN D DITIRD N &,

We think an immediate shock is appropriate when taking comparability into
consideration. As for a shock over a given period of time, it should reflect hedging
actions during the period. Such hedging to be reflected should be limited to those
investment actions, which are clearly defined based on management decisions.

115

ERNY ZA7IZHONTIE, WIEES g v 7 L3, 8RR T 4 VT 43
av I hEERBTDHIENEE LY,

ZOBAE R av I ERTT A VT a7V U A EERENE
L. MBITHIZER L CTERT 5 HiEERed & Th b,

7L, BRIRT T 4 VT 4 OEENT, &4 T a UROBFES T
DAT v a ANEEFE - ABERITIE, BEEOICEREE - AE ORI
ZRIFTHOTIE AW, BEMHTIELS AV EEZ b, EEAMD R
WZEND, LEHICOWTII O RBRRNLETH D,

We think it is appropriate to consider inclusion of interest rate volatility shocks
separately in addition to the term structure shocks with regard to interest rate risk.
In this case, an approach should be examined in which both an interest rate shock
scenario and a volatility shock scenario are respectively developed, and aggregated
using correlation matrices.

However, materiality of interest rate volatility is not necessarily high since it does
not directly affect valuation of interest rate assets and liabilities except for certain
assets and liabilities with optional characteristics such as interest rate options,
variable annuities, etc. Therefore, the necessity should be sufficiently examined,
with due consideration of the heavy associated workload.

116

a A b L7

a A b L7

117

FUEOHEAMMNELIZHELHV 2D RICHLEBENRLETH LN, 7
Va v EBBHESIZOWTHRY ZZICRTT 4 VT 4T DHARL A
EEODHI LIRS EEZD,

While due attention should be given to situations where a substantial workload
may be necessary, we think it appropriate for equity risk to include a stress on
volatilities for option and variable annuity.

118

RITAVT A AR VAZBATLZZ LI2L 0 EIEIZH - > TOEMEMEIT
WRTDHI LD, kAT v a vl —ot7 s a UHEREEZRITIE. A
U AT U A ORBELZHET HICH 72> CHTERE N HEICHE KT 5
ZEERnWEEZD,

L, BREFEESRETIE, A7 T 4 V7T 4 A NV ADOEEBIIFISEZFICL
LG 7RIS FHMEZ TR LRWIRY | Y EOFHEARDBEL D,

While complexity would increase by implementing volatility stress, we do not think
its implementation would result in significant increased calculation time when
computing the effects of stress scenarios except for certain assets and liabilities
with optional characteristics such as equity options, etc. However, unless valuation
methods based on simplified calculation by sensitivity, etc. are allowed,
measurement of the impact of volatility stress on certain products such as variable
annuity will lead to a substantial workload.

119

SeEETY &IETS . LSS E 2oL L T IR ED 5 X
IR D FEL By (FRCEOM) (26 L CREICIRSTR MR8 %
RESNRNZ Lafifg L TR, Y EERD,

X3 2 I D e BHE 2R & B 2 D8 HBLE ST, Hkis o T KA
EEMERRESERDF—ABBESND T2, AR ONT HITITERE D &
%,
ZofticiE, IR (RMZEEI NS W EE) RIET 4T 4 (R

We think segmentation based on the 5 buckets is appropriate provided that each
bucket (especially 'other') is not subject to factors that are excessively highly set.
While we think it is not necessary to increase or reduce the number of buckets, due
care needs to be taken in the application of stress, because the variability of equity
prices could greatly differ by region, particularly in emerging markets.

In addition, it should be noted that the "Other" buckets could contain non-listed
equity (of which changes in market value are assumed to be small) and commodity
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(of which changes in market value are assumed to be big).

120 ICS TIRZINTWDL R, XY 27 23T 572012, #YZ2 A% | We think the buckets proposed in the ICS are segmented in a way that
MTDLEIFEHLTNWDEEZD, appropriately applies stress to measure equity risk. With regard to emerging
71 720, BrEETS X, HURIZ X - T, BMEZEMER K E < B2 57— 21 | markets, however, since the behavior of equity prices may substantially differ by
BEINDTD, AMONTHITITEENIRELEZ D, region, care should be taken in applying stress.
121 @ﬂﬂ ENDHA N LA, BB O ZEE L TWHOTHIUL, [FFF | We think it is appropriate to apply all stresses simultaneously provided that
ARV RA %75 T2 LiFRNEERD, correlation among different classes of equity is taken into account.
rth' LI —HRIZENN TV D EIEBR S 220, —EDOFEIZ#& Y iATe7= | As the market does not always move in one direction, we think it is desirable to take
O, FH F%?JTT?U%}EH Wb LR & C uﬂﬁ'ﬁ‘f) ZLEMREFE L EE X | appropriate calculation measures, such as the variance-covariance matrix approach
Do using correlation matrices in order to take into account a certain degree of
correlation.

122 | 2 EOBIITEAE L WIGaIE, BIRIE 3 AR b HY B2 D, We think alternative 3 is most appropriate, if the classification does not rely on the
PAEIC L > THEE 0 D @’?’?615\:73? LD, AEME - BARMED WL D | accounting treatment.

KREWETITIRL, BRI EICRET RETH S, 72720, BEMLRFESEZE | Given that the key nature of products differ, whether instruments are deemed

FUTEBEELZRLTUILLY, capital or liability should be determined individually, rather than by uniform formal
criteria. However, standards of practice should be set with consideration given to
actual business practices.

123 | &2 TCOFEOKNUIK LT, F—DM/MMRTZ T 4 VT 4 A S L R2%&E DT % | We think the application of the same relative stresses across all types of equity is
ZliE, —EROREHOMRIT, ML AT Y R NEWAREM N H D, & L | unreasonable and inconsistent with the explanation in Paragraph 280 (‘some types

TWAHICSEBEEDRMEMELTEY, GEMTIERVWEEZ D, of equities can be more risky than others’).

124 | REIRETIEHE R ERT T AV T o O ETHEEE LT, 43% — 1B S | We think the example, which provides four scenarios taking into account equity
NTWBH7d, BE-ABEREr 7 - v a— PO THOKRT Y g TR | prices and volatility, appropriately applies stress regardless of how equity is held,
XNEREA L'Cb VEGAICRT L TTH @A A L ARSI L 72 o T | whether as asset or debt, and in a long or short position.

W5,
125 | BREFREIE, BB L WETZIZARZ T2 V7T 4o O EFENZ L > THET 2E | We think the example involves calculations proportionate to equity risk since it
FE ABEORFMEOELZFHAIIL TV, #k:NY 27 © B RA - 7-5F | measures the change in economic values of assets and liabilities, which occur by
FaPES 2bDL o TWNWbEEZD, equity prices and/or volatility.
Fiz, FHHZERZL FHEAVNEMEI T DD, ETARETH D, We also think the example is workable with its simplified formula. However, an
L a2 ERTT VT 4 a vy DT VA EZENENIER | approach should be examined in which both an equity shock scenario and a
L, tHETAIAER L TR 2 HiEa et & Th 5, volatility shock scenario are developed, and aggregated using correlation matrices.
126 | IEfEMEZET 7201213, BFER D S LI L, 77 A4 ~_— k=72 | Accuracy could be improved by having more detailed asset classes, including setting

AT 4, LGB LV 2ET 4 T 4 ZHHOEEX 3 ET D L0, B
BULE 755 2 IS K> THIMET 2 2 & ERE R 6D,
T2l L EBER M d 2 2 L IC Ko T RHIOBEMES BT Z L2 5

separate classes for private equity, unlisted equity, and commodity, and further
classifying emerging markets by region.
However, such detailed classes could reduce feasibility due to increased complexity
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FEHATREMEE T3 2 et H 5, of calculation.

127 | A R LW T A LW

128 | FHAOE S MEDB RN DR — A FIENREE LU, A factor-based approach would be appropriate in view of the simplicity of

measurement.

129 (@) &) MEFELW, RTZT 4 VT4 ~DAKMLRZ (b) B8LUF+ > | We think only (a) should be included within the real estate risk charge. We think (b)
Va7 =S EHITE (o) X, T X ORUEHRENE, FHREAMT 72 £ | stress to volatility and (c) testing based on cash flow have many problems such as
DOHENR L NEEZ HID, availability of data, calculation load, etc.

130 | HOMHAABIELRERABIELE LR U ABERO TH#IE/R U 2 7 Ff | As property held for own use is included in the scope of real estate along with that
DBENOIVRY « FXx—VILEHDLIENESTH L, held for investment, etc., to achieve prudent risk assessment it is appropriate to

include property held for own use within the real estate risk charge.

131 | RENEORIESEIZ LV EEN R 2720, U 27 HBNIB W T H R42)G U | As risk characteristics differ by real estate type, risk measurement should also be in
TEHAIT 2 Z ENEE LW, REIPEOFEEC AREFMEIZIS U T A ML A% | line with these types. If different stresses are to be applied depending on specific
AT 2L EXHFHICETE, BlzE, T4 7 0 &) [FEMmZ] [{EE] & | items or usage characteristics, the possible classification would be, for example,
Wo kXKt d5Z2bExbND, ‘Offices’, ‘Commercial facilities’ and ‘Residential buildings'.

132 | EEFIEY M OLSRAERMFIE Y 2R\ E D 2 TH AR ERAEN & %E % | We do not think it is appropriate to determine that rental yield minus reference
DOITR0REEETH D | FHUFE B EICEMEC 22 D — F TREMN L2735 & | financial yield are all real estate specific contributions. We therefore think that
FEZ 720, such a layered approach would only add complexity without increasing accuracy.

133 J— Xﬂ'ﬁﬂ:%‘%—@ Xy v a7 —OBREESMEEIZ, U AT Ly K4 | Adiscounted present value of lease payment cash flow should be equal to its market
EEBTIITSMEC KT 2b0THY, ﬁLﬁB IXETVEZEOME | value if spread and other elements are properly taken into account. It is conceivable
ERoTWBEEBEZLND, LT2B- T, @il \CERRA 2 b L 2 & )3T | that any residual amount has a nature of model error. We therefore think that it is
DT TR Y TR, not appropriate to use an equity-type stress for the residual amount.

134 | FIEDA ML AFHET, U AV BISE L HESOBLENS, XU TH D L% | We think a prescribed stress approach is appropriate in view of risk-sensitivity and
2%, simplicity.
fhoTFiELE LT, ﬁﬁaﬁn E’J?/ﬂi CHSE ANTFT A= EOMOIER® | As for an alternative, an approach to calculate the loss amount at a prescribed
TN K > CTHBEEZITM OB EIND 2B E L4 T U 4 %4 | percentile point against qualifying capital resources by providing different
e (B z21E 10000 7V ZT‘) MEL., StLO&ERE - ﬁ%\@”"?j ZHET % | stochastic future currency exchange rate scenarios (for example 10,000 scenarios)
ZETLUEEEARY = RIRT DIIED = X AV EICE T HHKKE | and measuring changes to assets and liabilities based on insurers' cash flow (Monte
PHEETAFE (BT rniE) bEZLND, Carlo method) could be considered.

135 | %Y T &) b, We think it is appropriate.

136 | b)DOEA, BHENHIE DA ML AN, HAOAETHE8Y 27 D> 7 X | In Option b) the possibility exists that currency risk cannot appropriately be

A=y —T v 77 ANV EELELRWEE, BUNICERY X7 Z5HHI T 7/

WATREME N B D,
a) DA, *ﬂ“ Y oTIL, EHEOEMEMENHET. IR ERENMET T
REDEEIHDLOD, 2 DBESTIIRT DA b LA E@EUNEIET

measured in cases where a single stress and exposure profile of the IAIG’s currency
risk are inconsistent.

Option a) would be more appropriate, because it is possible to appropriately
calibrate individual stresses for individual pairs of currencies, though, depending
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LIENARETHY, LV RYRREEZD,

on the granularity, there could be some concerns such as increased complexity
associated with calculation and level of accuracy.

137

DA, WHENDA N LAR, BHOFETILELE) AT D) AKR—Y
¥ =77 A NEEE LWGE, EUICATRY A FHAITE 2 aEE
MRS 5,

b)DFE . FHEOEMEENE TR EORENMIEIND OO, [HDEE
MIOMBE & EYIC KT 2 Z ERARETHY . LU RELEZD,

In Option a) the possibility exists that currency risk cannot appropriately be
measured in cases where the stress and exposure profile of the IAIG’s currency risk
are inconsistent.

Option b) would be more appropriate, because it is possible to appropriately reflect
the correlation between individual currencies, while there could be concerns such as
increased complexity associated with calculation.

138

TR T B EREARE & MOMIEE 7 AF— 2 v R
CLMEMEELD,

We think it is appropriate to treat net capital investments in foreign subsidiaries
like any other currency exposure.

139

BREEETPY) A7, A= 74 VARSI ENTORWERITBIT5
AU AT «Fov—VLEZLNDZ LN, FIEDRE LOBIEA BB L
THRFEDEHEETIZONWT, GHY AY « Fx—VOHETHWDERY 2
IIEBH DI AR =V — 5T 5 & THLT D EBNA B
ThbHEEZD,

Asset concentration risk can be considered as an incremental risk charge for
situations where the IAIG’s asset portfolios are not well diversified. We therefore
think it is reasonable to address the issue by adjusting the credit risk factors or
exposures used for producing credit risk charge, with regard to certain asset
concentrations, beyond a defined prudential threshold.

140

HHERY Y = RSV TEEAT Y AR =V —DREZEDD &, 71
I IUNDVTAIRP DD LEZD, AT, METT AR—T % —DIRE
ITREFEDE %I T D7 LW LTe N7 a7 V0T 1 IR BMELS | ZE
HTHdLEXD,

If a large exposure limit 1s based on qualifying capital resources, the procyclicality
effect could be furthered. Therefore, a limit based on other measures (such as a
certain percent of assets) would be more stable, mitigating procyclicality effects.

141

WHINEL 2BIFEERAT vy ROBRITH ) FMEEN K&, A7
v REEGILRT 2@ GHRRE) 28 E 2, WIROS Y 27 3% %
BETHZENEE LU,

Risk factors should be set according to duration, in consideration of the tendency
(term structures) that the longer maturity is, the larger changes in market value, in
line with changes in credit spreads, and the spreads themselves will be.

142

UARDBIRN TWAEEREEX NIV EEZD, (g) IZBWTTIUAN
T4 T EERBENE Y R R E R TWAN, T U NRT ¢ 7 L R
VT LH Y RATEENRR— X RWREMENH Y | HE RS2 E
%

There are no other major asset classes that the list has omitted. While reinsurance
and OTC derivatives counterparties are in the same class (g), due consideration
should be given to the possibility that risk characteristics differ between derivatives
and reinsurance.

143

TR, N LRI LAV EM U 27 O G EAE B A b E T
AN

We do not have any alternative proposals for assessing credit quality that do not
rely on rating agencies or internal models.

144

NPV IIIZBITDIEEEHY A7 v x4 baiifEl LTICS 2B 515
VAT F ¥ —VZRD TN ZENEBZONDEN, FTOWREIZHZ->T
1T, N—BA B IT 555X omEIc, TAIGs RETDEM U XA 712K
SBLTEYRY AT T oA NEpoTOAIMRIED B ORI % A k4
LHREThD,

The Basel II standardised credit risk weights would be an appropriate basis for ICS
credit risk charges. However, whether or not to apply them should be determined
based on the validation of the appropriateness of risk weights against the IAIG’s
credit risk, per the borrower segments under Basel II.

145

BB LUOREENABEr— D) X7 KAICHET MO RITRD

We do not have a proposal on risk segmentation of residential and commercial
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mortgages.

146

ZOMDERY AT 2 AR—=V v —LEROT 7r—F TLNEEZ D,
L, BREIETIEHT IANAT 4 7 EHRRMRFE Y A7 Ky Lo TIN5
D, T LD U AT EREDRR— L3 SR WA B U | EE 7RG A 2
T2,

TUNT 4 7 L RRRE XS T 55 I120E, BRI 7 AR —Y ¥ —I122D
MOERY AT 27 AR—Y v — L B2 D FIEERHATRETH S, FED
VLR RIS TR, AN T A D FARBR RSO, S X R
ML LTI AR—=U v ZEDLHIRZ N EBbiDn, £D X5 G
oalEl LoD, @MU A7 (wrong-way risk) = ZE LT, —EDT K
FUEINRETHRETHDHID,

The same approach would be appropriate for reinsurance exposure as for other
credit risk exposure. However, due consideration should be given to the proposed
classification, where reinsurance and OTC derivatives counterparties are in the
same class since there is a possibility that the risk characteristics would not
necessarily be identical.

When classifying reinsurance and OTC derivatives counterparties separately, a
different approach should be used for reinsurance exposures than is used for other
credit risk exposure. It is assumed that each jurisdiction’s solvency regulations set
exposure on the basis of on-balance reinsurance receivables and payables, market
value, and restructuring costs. Based on these figures, certain add-ons should be
included, with consideration given to wrong-way risk.

147

a A b L7

A LW

148

WPFNOFEL —E—ETIEH 50, b OFEZERNZR 2 & o3 2085
bR E BB S,

IAIG % G-SIIs (25 2 HHl &V 5 B 2 AT RRERELS OEED
T AR —REOCEHLRHORHMBRH L LEZ D,

While each option has advantages and disadvantages, it could be easier to reach an
international consensus on Option b).

Considering that the proposed regulations are for IAIGs and G-SlIs, the use of
exposure measures for businesses other than insurance could be examined.

149

FEREFIRICBWTCIREBERERITIRWEEZ DN, NET VAT 2546
IR T e —F Nn—oDFEEL LTEZ LN D,

While we do not think there are any appropriate alternatives to the standard
method, it is conceivable that one possible alternative might be a stochastic
approach when using internal models.

150

b) & X FT DG THLM, b L@QEERMAT 20 ThiuE, RRFEOH
BUIS U TAN L= a 7 27 2R & LOBLANL R ET D
T AR=T % = IRBEEIZ Y A7 2 TRWeEZ D, 1) 227 (M
UAZIZOWTE, TR 6D Y A7 &PRAXL—va i JRAZIZEZ D
REE, RS Y A Z IS THERE NSV D EEZ 5,

We support Option (b). If Option (a) is adopted, as operational risk should be
captured according to the size of insurance business, exposure to be covered should
be for insurance risk only. We think the impact of market risk and credit risk on
operational risk, in terms of risk amount, is likely to be far smaller than that of
insurance risk.

151

INT 345 ITRENTWABENS, AL —aF ) A7 F v — I,
IAIG 1T & > TEGICHIENFRE T, ORBTREMMDRWT 7 AR —
Vry—IRENEE SN ENEFE LW AL —v gL AT
PRIEEL OO T 2 BMEBEREREZ T DD NEFRVWEE X D,

From the perspective described in Paragraph 345, as it is desirable that the factors
be applied to exposures that are easy to measure, objective and not arbitrary for
each TAIG, we do not think an additional component for growth needs to be
included.

152

ir g

HRICHR U TR 7 AR —T v — RE, ALRIC L TUTAfE= 7 AR
—T e —REPEHAIND LW I EiHE T, B EAEROKSITMA T, FEib
fE, D7 LB EREEME (BAROGA. BB TGRY) SIFEME BROGEA.
FLEy) ORSGETAHZENRLEEFLNEDEEZ D,

Granularity:

On the assumption that a premium exposure measure will be applied to non-life
and a lability exposure measure to life, a split should be made by product type, or
at least protection (non-refundable portion in non-life) and saving (deposit portion
in non-life) in addition to the split between non-life and life.
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PRI T, BBRMREICEED U A7 13, RO OE B0 D U A
JEVHLERTHDLIEEZLNDTZD, U by XR—=ZADHFR AL — 3
FH e VAT DT AR—Tx—L LTHYEEZD, 272 L, B
DONTIE, BliE, BREERETHIEDOLRBIEZZLND,

BT 7 AR— ¢ — R
BERNEIZOWTE, BIEHHAZ Y TH Y . FLRRZERRTOMEED 7 )3 H
eEEZD,

Premium exposure measure:

In insurance operations, risks at the time insurance contracts are sold are
considered more material than those associated with the management of ongoing
contracts. Therefore, a written basis is more appropriate for an exposure to
operational risk. However, for long-term contracts, some fine-tuning such as setting
separate factors can be considered.

Liability exposure measure:
We think current estimate gross of reinsurance is more appropriate for liability
measure.

153

BEHEFEFATIE, (V7)) VRIZATI) I T 7 I X —_N—RAT T a—
F. AMLVRT T r—F, F‘?/(/*‘~77°H~5¢ (CAT) #fEH L CHEY
A EEFEHLTEY, abta 7% o) A7 HEETFIEIEZ 2N &

ﬁa\ﬁﬁﬁ“ﬁﬁfiﬁ@ﬁﬂ%ﬂ;&éf%é EBEZDH, £lo, WIERKRE T A
DFT, NEET/ILE LTESG OFHEZHFALTH WU,

Under the example standard method, the amount of aggregated risks is calculated
using a factor-based approach, a stress approach, or a driver approach (for
catastrophe risk), depending on (sub-) risk categories, and other risk aggregation
methods such as copulas cannot be used. Therefore, the use of a variance-covariance
matrix is an appropriate approach. In addition, under appropriate approval

processes, the use of ESG (Economic Scenario Generator) as part of internal models
should be allowed.

154

H— B TFE T %7)%7%@@%%L@
V| RERPIICY T U R T BYRRET B BR O ekt
FEERHATRETH D,

BETEGTIE, 7 VA7 % I5EICREL., V7V A7 NOMEIZA b
LAY F U AZBRIICE TN TWNDE E LTWAER, Bz, 23 ) 2712
kwfi\%7»—7®ﬂﬁ%f—b7j9ﬁwﬁl4kmiof\%ﬁé
DTN RITEA THDZ LD B—/RA ML AT Y ATl
U AT ZFHITE 20,

BTV AT NOFEREZ 3 AL BRI L0 K S, DRI B
ERETHEBBEMTIENRY THDIEEZD,

&“Eﬁ‘é ZENNEETH
RiF 2D Z L, BEERS

fTY R

It is difficult to appropriately define correlation among sub-risks in one single step
approach, resulting in lack of flexibility in terms of future extension of sub-risks.
Therefore, a multiple steps approach should be taken. The consultation document
explains that the number of sub-risks will be limited to 15, and their correlation is
implicitly included in stress scenarios. However, taking currency risk for example,
expected diversification benefits vary according to weights of each IAIG’s regional
portfolios, and it is impossible to appropriately assess risks in uniform stress
scenarios. Hence, it is appropriate to take a multiple steps approach in which
correlation among sub-risks is reflected using a variance-covariance matrix
approach, and risk aggregation is achieved in multiple steps.

155

ICS BARBA DL AT REME 2 e fR D 7o o0 AEVEFIRICIR S U TR~ X
ThoHEEXD,

A ISV TR, WHEOREROERIFITIER T 20 TIERL, Y%
BHAZRBEAIC L > TIRATE L2 2 L2 JIAIG IZROHXETH D,

BREFIE, SRR OB Z RS 5 72 b DN Fv—27 & L TORE
ERIZTRETHD,

HEFIEOER L LUONEE T M HOWTE, BEEEOAR T o 22/ 5

RN

Implementation of the ICS should be assessed in view of the standard method to
ensure comparability of the ICS capital requirement.

The assessment should not focus only on differences in outcomes with the standard
method, but require IAIGs to be able to reasonably explain the differences.

The standard method should function as a benchmark to assess the suitability of
internal models.

Adjustments to the standard method and internal models should be subject to
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supervisory approval processes, where supervisors have the responsibility to ensure
comparability.

156

FYEFIEEL (B5) WET VSN OTEE LT, BREFED 22712
DONT, FHIOFHEICHES SEEEPFEELE R OINMBET V2 EDDH &
bEZOND,

As one other method besides the standard method and (partial) internal models,
each supervisor could set standardized external models based on jurisdictional
characteristics, for natural catastrophe risk.

157

PR tIZ > TU AV RER R R D Z b MERAR T e AD T
T, BEHEFEICHTHINY = — 3 0% TAIG EAE DAY =—32 5 UI3EFF
BEINDHRETH D,

Hlsk Bl Tl B R ESCEFE O ZERNE S, AR CIT R EREORR
SlZICET 2 =B BESIND,

Variation to the standard method and variation specific to each TAIG should be
allowed under appropriate approval processes, because risk characteristics vary by
region and IAIG.

It is assumed that there are jurisdictional differences in elements such as natural
catastrophes and interest rates, as well as differences among IAIGs in issues
related to underwriting such as loss ratios.

158

EWEFIENDL DY == 2 VB LT, BiESREO£ER &2 OS2
HPNRENDERETHD EEZD,

AT REME DB S S | B L SN RIS K DB RBEE L b oo, 1E
¥OBEBICLDAMLBETRETHY , HEEIUSU T, BROESZE
OHLEDTRBPVETHDLEEZ D,

As regards variations from the standard method, differences in the assumptions as
well as rationales for them should be disclosed.

From the perspective of comparability, disclosure in a standardized format would be
preferable. However, due consideration should be given to any burden resulting
from duplication of work, and it is necessary to take appropriate measures such as
judging necessity of disclosure according to its impact.

159

HIC RIS K > T AR RE S RRD ZEPBEShD Y A7
DOWNTIE, KV EYNS Y A7 Rl D 7 ISy WEE 7 L O] & 7
TRETHDHLEERD,

FRCHARKEF Y 271250 TE, MONEBETVOMEREHRT S TH
D HUIRRE LD Y A7 R A E 2 TR Y R Rl A R TE S 2 &
PRIRE 72 %, WEET MCHOWTIE, IRt b s 2 &k
INDHM, BREEICLHAARTmEAZB U T, EATREMES R IS 2
L ZHifEE T 5,

To assess them more appropriately, the use of partial internal models should be
allowed for risks, of which characteristics assumedly greatly differ among
jurisdictions or IAIGs.

The use of partial internal models should be allowed for natural catastrophe risks,
which will be beneficial in achieving appropriate risk assessment based on regional
and each IAIG’s risk characteristics. As there are concerns that comparability could
be undermined by the use of internal models, their use should be allowed on the
precondition that comparability is ensured through supervisory approval processes.

160

ICS OYIHABMEIC BT, il GEVE 2 MR 3 D 7210, FEUET L 2 X —
A2 LD, BN ERET VAT EENEY THDL EEZD,
SEENERET NV EMERT 5 2 & OFAIE, WEE R L EARBRHNEET D 2
& CTICS FEAFA 612481 25 TAIG Oi&[E 72 U A 7 FHOMEEICE T 5 L )
FFCE D720, FERMIZZEENIHET VOFBHEZTFET 5 Z & bHEICAN
LHREThD,

SEEWNEET WIZOWTIE, I ATREMEN b D 2 ERBRE I NS D,
MEREICLDKBE T o AZ2@ U C, L nREMENSHE SN D Z & ZHitE E
T 5,

In the early stage of the ICS, the use of partial internal models to supplement the
standard method would be appropriate to ensure comparability.

One of the advantages of using a full internal model is the contribution to sound
risk management by IAIGs (which is emphasized in ICS Principle 6) when IAIGS’
internal management and capital adequacy rules are made consistent. Hence, it
should be further envisioned to allow the use of full internal models in the future.
As there are concerns that comparability could be undermined by the use of full
internal models, their use should be allowed on the precondition that comparability
is ensured through supervisory approval processes.
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161 | BEEBENEYNCNEET V2 HKGRT 5 2 & Zaite & U, ik Al pett We think the impact of the inclusion of internal models on comparability is limited,
DEBIIRENTHDL EEZ D, assuming that each supervisor appropriately approves internal models.
Te LAHURIZ L - TY X7 RN B 2561203, Bk S T35 e#: | Rather, it should be noted that if risk characteristics differ among jurisdictions, a
AREMEABHE T2 2 LICRVBELZ LITHET RETH D, simplified approach could hinder comparability.
162 THERMET A M X, WSS VO AZ BT HEMETH D EE XD, £ | ‘Use test' is one of the standards to support the use of internal models.
o =7 VEBEH#) 2Rk L2k, EMMRET VO Y HEMEE | Furthermore, requiring IAIGs’ policies on model changes would be an additional
W2 Ty A= b7 U ARHEOZL N E U255 128 W THNERET /LY | safeguard, because it would enable the continuous validation of internal models
’3[ EMEANTHLINEMWRT HZENTED 71 D, B Z 24 E 27 | even in cases where the portfolio’s characteristics change, in addition to the regular
HHDEEZD, validation of the models.
FIZIAIS IE, ICPIZRO LN TWAEGE I 2t A2z T, BEEMDOM | The IAIS should also ensure global comparability by promoting smooth
7B RBOEIC X - CTKE - HICFEST 5 TAIGs ONEET /LIZOW T | communication among supervisors and deepening their understanding of internal
BfRZROTZ 9 2T, 7a— VLR iRt 2 T o & LB X 5, models of IAIGs in each jurisdiction, in addition to the approval processes described
in the ICPs.
163 | NIEET LV OAEGERFHI B W T, e affEtE 2R3 2 72, HEUETFIEICIR | In approval processes, the development of internal models should be assessed
HbLTIMET R&ETHDH EEZ D, against the standard method.
FHEIC BV TR, MHFDOREROERZIFITER T 20 Tid7e<, HUi%ER) | The assessment should not only focus on differences in outcomes between the
EHMAREBICL S THATE S Z L2 JAIGIZRDDEREITH D, internal model and the standard method, but also require the TAIG to explain such
FEHETFEE T, NEE T L D@2 i 5 72 DR F~—27 & L TD% | differences in a rational manner.
el & Th D, The standard method should function as a benchmark to assess the appropriateness
of internal models.
164 | WEBET VOAR T v R, KEMTH D, Japanese non-life insurers have not undergone model approval processes in Japan.
165 | AMSBET VL, WEBET LV ERBRICTFRE SN D REThH D, The use of external models should be allowed in the same way as that of internal
FRCBHRKEY 271250 TE, AMBET A EZEHT 52 21280, U A7 | models.
ZHEUNCFHICE 5D EE XD, The use of external models will enable more appropriate assessment of natural
Fo, T2 ZIXARKEY A 71O T, FEHUIROFREIC IS T BEET 2R | catastrophe risk in particular.
WL DNBETNLEEDDLZEHLEZILND, Meanwhile, each supervisor could designate benchmark external models based on
jurisdictional characteristics, for example for natural catastrophe risk.
166 571~4|3%7‘/l/ I, WERE TV ERERIC TAIG @ U R 7 Rt % X 0 @8Iz B8 3 | External models are used to more appropriately capture risk characteristics of

LIDIEHSNTND DO THY | BAFEEDBNERDIE LS DOERIT 7R
WEEBEZLNDTO, MHEELR - LT XETHD, L, SMHBET L
(I T IUEIESIC BT D IE MBI R ORKI A H D 2 & 2B E 2 FEROFA
(2o TITHENREE LT L0END D,

TAIGs in the same way as internal models. As there are no differences other than
whether the models are developed internally or externally, the criteria for the use of
external models should be the same as that for internal models. It should be noted,
however, that the assessment of external models needs to be practical and feasible
in light of the fact that disclosure of some details such as a model structure can be
limited.

21




GiAJ

RIREE T EEHAE (TAIS) OEERMICIEE T 2RR 7 L —7

WZxt9 5 [RBREAFHE(nsurance Capital Standard : ICS) | I[Zf& 5 RS E R

167

ICP17 T THEMIWET A M, I¥x U7 L—2a T AN, THHAME
T AN ATINZ T, WEBET VKR OB 6 X OVE I 20 4 VE % ffe il
THLEHZTRLTEY, FEOEBREM CHEREILETHZLICLD,
BAIREME 2 R T D T DI E R BREITEM SN TWAHI D EBE 2 D,
SIS D U A 7 (2B D e a REME IR, NERE T L2 T L BEREFRL
LN T D, ZOBSTHRERAREME 2R T 5729121, 7.1.1 @ Table2
WCBWTERLTRE VR EEREMEOIZFNIFEL, ZY LN 270X
WEET L CTHRHA G & T 2SO REERLETH D,

In addition to the “statistical quality test”, “calibration test” and “use test”, ICP 17
provides for initial validation of internal models in approval processes as well as
regular validation. Therefore, necessary criteria have already been ensured to
achieve comparability, by sharing relevant information among involved supervisors.
Ensuring comparability regarding risks to be measured is crucial both in terms of
internal models and the standard method. In this regard, it is necessary to
exhaustively list risks to be quantified and their definitions in Table 2 (7.1.1), and
apply criteria such as excluding risks not covered in the list from the measurement,
even when internal models are used.
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EFAOEFEMIT. BET —Z DBERET MEITER D ST DOk B A7
THZENG, TG A7 OEEERELS, AL —va b A7 0
FEENMELS b0 LB LN, RERSIZ U AZMEHY 220X, 1
VAZNZHARTT =X E&RDRWE OO, FHISIZEITEN 2 S TR,
FISOEEENYIFFCE 5, BRBSIZ Y 27 D55, ARKEEY 27 I12o0
Th, T—ZEBORFRIZED RN OO, WEEES TITEKILT 52 &7 <
BRERINEZTHNT 7o —F28HT5 2 ENTEHHEAICE,. T—XED
MEZ B ST TR0, HEOEEENSNFFTE S,

The reliability of models depends on the amount of historical data and preceding
research outcome. Therefore, market risk is likely to be reliably modelled, while
operational risk is less likely to be so. Insurance risk and credit risk, of which the
data amount is smaller than that of market risk but on which preceding research
has been relatively sufficient, are likely to be reliably modelled to a reasonable
degree. As for natural catastrophe risk (included in insurance risk), the data
amount is unfortunately limited. However, when an engineering approach, which is
structured not only on historical data, is available, the problems associated with the
lesser data amount would be reduced and reliability could be reasonably expected.
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ICP17 Tix MRS ET A M), I¥x VT Lb—v a7 A b, THAE
T A NS AT, WEET VAR O YA B i ds X OVE IBOIZ 234 1% 2 il
THZERLETNHNF U AT RLTE Y, ICS FEAJFANIHEA U7l
T 50 OEETIRHE SN TV DEI D EEZD,

St TAIG I & » THBERGAH L R L TIERBIICHISTREE 2D L 5 B
(RHEGRENE O FE 2 BV L2,

In addition to the “statistical quality test”, “calibration test” and “use test”, ICP 17
provides for initial validation of internal models in approval processes and regular
validation as well as model governance. We therefore think necessary criteria have
already been ensured to provide a framework consistent with the ICS principles.
For the next step, specific approval requirements should be developed, which are
practically feasible for IAIGs while not being heavily burdensome.
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