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An Insurer’s liquidity risk management should be implemented
according to the nature of its business models and products, among
other considerations. In addition, the method by which the necessary
risk management is undertaken at a sufficient level to meet the
objective of “mitigating systemic risk” will differ from insurer to
insurer.

As liquidity risk in traditional insurance is not closely associated with
systemic risk, this AP is too detailed for insurers and insurance groups
that mostly deal with traditional insurance products.

We would like to request that the proportionality principle be applied
appropriately (as described in paragraph 13 and ICP16.9.3) to the
various measures stated in the AP, so that they will not be exorbitant

and excessive.
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RABSHESHIL, ESWEME) X7 0EAEVICX > TREDHEL % H
Wid_&CThd, flziF, WAL AT X P OFEMMBREFELEE 2.
ATHRE D RG22 2 e E 26N 5,

The necessity of a contingency funding plan should be decided
depending on the level of liquidity risk. For example, this could be

reviewed by considering the results of liquidity stress testing.
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TWEIMEY 27 LR — F OERERLFHEMEEGVICOWTDH, BABESETH
IRk, RISt o FERE (REEE. (REZEN) SHEICHIL 72 B
VA7 DELHWITILETED bINLENE,

The necessity and level of detail of the liquidity risk management report
should be decided depending on the level of liquidity risk in line with
the insurer's distinctive features of business (e.g. its asset portfolio,

in-force contracts) and size.
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In terms of ensuring the predictability of regulation in effect, it is
advisable that supervisors show insurers, in advance, the key aspects of
their viewpoints regarding intervention. This is directly related to the
statement, “additional quantitative requirements should only be applied
in appropriate circumstances and be subject to a transparent

supervisory framework”.
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As the liquidity risk of traditional insurance business is limited, the
proportionality principle should be applied to the necessity and the

level of control of the insurer’s Board of Directors.
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G R R E O HRENNE Y 2 7 ZRERTH Y. EREERIC X 28
DEHICOVWTIEFTeR—vaF )74 FHIS@EHINE XX,

As the liquidity risk of traditional insurance business is limited, the
proportionality principle should be applied to the level of control of the

insurer’s Senior Management.
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As insurers should individually decide which scenario to use depending
on their risk level and size, the proportionality principle should be

applied to each scenario choice.
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We would like to confirm that assessment “at a group level” allows for
the implementation level to vary according to materiality by considering
each insurer’s stress test results.

For example, where hurricanes in the U.S. are risk scenarios for a
certain subsidiary within a group, and it can be confirmed that their
impact on the scenarios on insurers in other regions is relatively small,
assessment of their impact on cash flow at the group level might be

considered unnecessary.
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Rather than increasing patterns indiscreetly, time horizons for stress
scenarios of groups and insurers with low systemic risk should be
narrowed down to within the necessary range. It is sufficient to set a

time horizon that corresponds to stress events with peak risks.
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AFLRTARMEVGZE, BWREICRSFICRS 2L BAETHY, —ED
HHEERD 2 5E IZERE» L OfEY ANEIEHT 2 L 28T &,

Making overly conservative assumptions is unnecessary even in stress
testing, and the utilization of borrowing via lines of credit should be

allowed in scenarios where it is considered reasonable.
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We do not think that all the elements described in paragraph 37 to 45
are necessary for uniform consideration. In addition, as the content of
CF16.9. a.4 is similar to this paragraph in that it states that “The [IAIG
may consider”, “should” should be replaced with “may” in this
paragraph as well. Therefore, the sentence, “The following liquidity risk
drivers should be considered when designing and assessing stresses:”

should be revised as follows:

“When designing and assessing stress tests, the following liquidity risk
drivers, for example, may be considered depending on the materiality of

each element:”
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F—=F 7+ VAICECEEDOE I, WEIMEY RZ70FEAWICIG LT
oR—vaFr T4 JFHI2NEHAE NI RETH B,

Based on the level of liquidity risk, the proportionality principle should
be applied to the documentation of assets that an insurer includes in its

portfolio.
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i DL H 2 BEFEICE T, HIBICHS ICZ e ch i, BEkr
EE L7292 T, NREFEICEDILIRETH D,

7zl 2, BEHOXEDOHICH 5KH at little or no loss in value. %
generally at little or no loss in value. & 3% & & TWL:H 320,

Even though assets may lose value, as long as they are immediately
convertible into cash, they should be included in the portfolio given the
amount of loss.

We propose revising “at little or no loss in value” to “generally at little

or no loss in value”, for example.
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As for vi and viii, vanilla corporate debt securities and common equity
shares issued by a financial institution, or any of its affiliated entities,
should not be uniformly excluded because there could be cases where
systemic risk such as banking does not emerge, and debt securities
issued by these entities are still considered to be available.

Insurers, in particular, do not have cross-holdings of lines of credit like

other financial sectors such as banking, so they are not affected

3
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T, XoT, APLRAYFIVADD LICHEWTDH, RESTHEDFEIT L 72 | significantly in terms of systemic risk. Therefore, debt securities issued
ERFICOWTIIMIIMEEEICED L LB TERLEZLND, by insurers can be included in the insurer’s liquidity portfolio.

BIZIEARAP 87 55, IChH b EH5IC—HF—- 7+ VAFIcEHED, ~7 4 v | For example, imposing a haircut after inclusion in a portfolio, as stated

FTHIGTEL0HIEXTTHH 5, in paragraph 55, could be a way.
52 | AT oMAICK Y, SRS RITL 723 0% —FICERH S 5 & & 1338 | Uniformly excluding instruments issued by financial institutions from
TlE 7R\, an insurer’s liquidity portfolio is inappropriate for the following
reasons:

cAPLRAYFVAICE > TRIBITED Y AT Iy 7 ) X7 23%HE$, | - Vanilla corporate debt securities and common equity shares issued by
INODBFATLIMERFICHFHARELE 2529 5 27— A b FE 2 b5 | a financial institution, or any of its affiliated entities, should not be
720 BRI £ 72 13 2 OB ESHIC X > THRITL 72 b D% —F1ICER < X | uniformly excluded because there could be cases where systemic risks
T CTlE 7, FRICRMR ST 8 T 7 S fthZERE D X 5 I 2 M A ICHKiH | such as banking do not emerge, and debt securities issued by these
BoTndbITRBR VAT IV IV RI7OBIREIOKE B %3 | entities are still considered to be available. Insurers, in particular, do
F2HLFTlERV, KoTL AMLAYF I ADL LITHBWTH, RIEZ | not have cross-holdings of lines of credit like other financial sectors
HEDFAT L 7fERFICOWTIIIMEMEEREICED L2 L3 TE 5 L% 2 | such as banking, so they are not affected significantly in terms of
b5, systemic risk. Therefore, debt securities issued by insurers can be
included in the insurer’s liquidity portfolio.

- UEXFICL Y, BERA T 22T L 72 OeHl & ek | -We are concerned that the wording of this paragraph may cause
BILAAA DI FEAT L 2P O HUE 3 R E L B ICEXE X 5588 % 5.2 5 2 | insurers to sell products issued by financial institutions and purchase
EPEZIND, FIZIEAR AP X7 55, ICHDB L HIC—HK—F 7+ | those issued by entities other than financial institutions, and that this

FICED, ~T Ay P THIGT 2L 0IFZTODH 5, may lead to unintended effects on markets. For example, imposing a
haircut after inclusion in a portfolio, as stated in paragraph 55, could
be a way.

58 | HE~DEMDALT[HEL 72D ) R 7 ~DRHE L L 32 [HHIR 72 HA[N ) | We would like to confirm that “short time horizons”, i.e. the timeframe
BEHEEZRT 2L 2HEEL -, under which insurers should be aware of the risk of non-convertibility

of foreign currencies, refers to a few days.
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59 | RARESHEIH O ENOFME A I, v KRK—2 a2+ Y 7 4 JHAIA | The proportionality principle should be applied to the level of detail of
BHINENZE, contingency funding plan documentation.
71 | T A M X 2RO EEICO LTI, L% RBEEtED Y 2 7R, | Depending on the nature of the risk and the size of the insurer, the
B CIGCC 7 aR—rat ) 74 FAIBEH I 5 X%, proportionality principle should be applied to the necessity of

demonstration through use testing.

83 | HHINEDEH L EmEZHRT L, R ZHER T 28525, ICS ©% ® | In terms of examining costs and benefits and ensuring efficiency of data
EIWCOBENC XV INE L 2R E2EE L CINET % 2 L I3kEl) 2<%, | collection, re-collecting data that has already been collected for the ICS
¥/, TOFERBICED 5 RE, or for jurisdictional regulatory purposes should be avoided. Also, the
above gist should be added to the wording of this paragraph.
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