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No.23 (ke mEEA P 720K | 2 | REEZ NV — OB ICEE S 2 FEM 1 13 {E 5 | The liquidity characteristics of each insurance
General comments on | & B89 % ik A | DR < | o BN 2 RS BUCHEHE 3 2 HIY T | group vary greatly, and as such we think it is clearly
the Public Consultation | & Phase 1-Exposure | ¥ | Exposure approach THH L 72$515% FH\» 5 ® T | insufficient to use the metric derived from the
Document  on  the | Approach IX{3 2 —#% | b | ZHHS 2 ICA+5TH %, @RI 7 v — 75 | Exposure Approach to precisely capture liquidity
Development of [ W aXvindhid | | omEEDORIICOW T, Holistic Framework | positions of individual insurance groups. We
Liquidity Metrics: | GE# L TIE L W, A | D E AR EICE T 2 EE - Bl oY fl24 | believe it is sufficient for the Group-Wide
Phase 1 - Exposure EMINTDE/H L IFEMIMET X T | Supervisor (GWS) in each jurisdiction to ensure
Approach 578, FiEEO GWS 28 (il 2 134 7 v — 7D | the liquidity position of each individual insurance
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ULC) BEBohciiffd 2 2t TCRWEEZ 3,

—77 T, R 7 2 —LEoFEtEICE L T,
Exposure approach ICH-D 2 fEzBH L. fiH
352 &iciE, fEifE 7 early risk indicator & L
TOEKIEH D LEZ LN, X OEKTIHERT
%, 7272 L. early risk indicator & L CDOEEDHE
I ® 72 o T, ko FE 2 N7 — & 2 {1 H
T % & DFIUTEET ., HIK B R Y it ofFHRkic o
WTHRIREN TR HERE~N— AL FTNET
H 5, X OFHFHIOFEEDHERTE L L LD
1L R SALICA BRI e — F & 20 5 A8
B nwdbDLEZD,

AKAP TIIREMEA Y 7 ATED LEK =V IC
B 2Z2HE2RAT—27FAE—ICl]H> T3

group through supervision (e.g., by confirming the
results of each group's liquidity stress test), as each
jurisdiction is implementing (or considering to
implement) supervisory and regulatory measures

based on the Holistic Framework.

Having said that, we agree that calculating the
Insurance Liquidity Ratio can be viewed as
meaningful and we support Exposure Approach as
a simple “early risk indicator” to assess the
liquidity of the whole insurance sector. However,
in its use as an early risk indicator, using detailed
internal data of individual insurance groups should
be avoided, and publicly disclosed information
should be used as much as possible. We believe

that this will ensure evaluation objectivity while
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2, B iE oM Gge, 28 L 28{E% & | avoiding  unnecessary burden on insurance
DX mENCTHEHT 22 ICHT 5158+ | companies.
DRINTE LT A A D Z Y% HM 5 2
DOPHEEL WEDHIREFF> T 5, This document seeks stakeholders’ views on each
part of the proposal. However, due to insufficient
information on the calculation method of ILR and
for what purpose the ratio will be used, we find it
difficult to assess the validity of the framework.
No. 1 T2V v DHD | No | iz A Y MCEEHOMEY | & 7 X —2{RD | As stated in our general comments, we agree that
Do you agree with the | JiBITEX b Y 7 X D TENMEICBE L T, Exposure approach 1250 Z# | calculating the Insurance Liquidity Ratio can be
IAIS’ plan for the | EICBI3 2 TAIS DFHH EEHEEL, #HT 2 &icid, ffEfY7 early | viewed as meaningful and we support Exposure
development of liquidity | IC[RIE T %2, £ 5 Tk risk indicator & L COEMKIZH 5 & & X LA, % | Approach as a simple “early risk indicator” to
metrics for monitoring? | WAIE, DX ) AA DEMTIIERT 5, 7277 L. earlyriskindicator | assess the liquidity of the whole insurance sector.
If not, please explain | BT 2020, ZD & LCofREDEHICH 72 - T, fEttDFEM 7 | However, in its use as an early risk indicator, using
what  changes  you | EEFHZFIAL CTiZ L\, WNERT — 2 Z{HH T % & oFMILEE T, H2k %R | detailed internal data of individual companies
recommend and why. D EtEDIFRICOVTH R I N TG % | should be avoided, and publicly disclosed
R=—REFTRETH D, DNVl OE @D | information should be used as much as possible.
WRTE 5L L dIc, PRRSMICABE NG T | We believe that this will ensure evaluation
— P2 F 2 R0E RN bDEERX D, objectivity while avoiding unnecessary burden on
insurance companies.
No. 2 IAIS XiREIEA PV 7 | No |Fricfho 7 7 a —FoRELE2 R T X E & O | Whilst it is not our intention to be presented with

Should the TAIS consider
any other approaches or
alternatives when
developing liquidity
metrics? If so, please

explain.

AEAERK T B ERIC, ftho
T7u—-FREL%R
BT RED, ZDOHH
WEEREH LTIz L W,

ETiRAVS, R A v McEEo LB, K
Pt o 2 Y% W3- 5 1C b 72 o Tk, HHTT
FoekGeE MR NS CBET 21%
WERFEIIRELEZD,

other specific approaches or alternatives, as stated
in our general comments, due to insufficient
information on the calculation method of ILR and
for what purpose the ratio will be used, we find it

difficult to assess the validity of the framework.
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No. 3

Should the TAIS develop
additional liquidity
metrics that examine

other time horizons? If
so, how should these
metrics differ from the

proposed metric?

TIAIS (3 fth o [T % #
ZE9 B0 0 B A
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APV I7REED LS
ICHR D REDD B D

No
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We agree that insurers have low short-term
liquidity risks and therefore there is less need to
monitor insurers with short-term indicators such

as LCR for banks.

Do you agree with the
treatment of investment
funds? If not, please
explain and suggest an

alternative treatment.

&Clﬁ%ﬁ?‘éﬁ% AL 7%
B 7R Xk
il - R L TIEL

funds will not qualify under these definitions for
inclusioninthe ILR" & Fe# E T2 2 28, & 7
7V FEBL7EETH > TH.ETF O X 9 I
G H2bDbH 2570, AL FHLT
?ﬁfiﬂ‘l‘iﬁf; W& TS 2 O X L ICERSTRY & B

o o T, Bz IX, ETF FERENELR D 25 B D
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No. 5 ’REINn: ?ﬁiﬂ‘l‘iﬁ—'@% No | Question 6~9 ~DEZED & B H | YK\ ICE | As stated in our answers to Questions 6-9, there
Do you agree with the | JFIC B3 % fR%KIC Bl L7ZaWEn2d 5, are some parts in the proposed factors to which we
proposed factors for | T %2, [HELZZVES Tk, 1 FRloREE=—X%RifegL 35 &, # | do not agree in their application.
liquidity sources? If not, | (¥, #HL TITL W, BT~ DR E 2 RENMEMAS IR IC & T 2 & 1 | Furthermore, if liquidity needs are calculated on a
please explain. R EEZ D70, BEBEKTICNT 2B EHDE | one-year basis, it would be reasonable to include
145 (a—nw—v - HBEUEIEZR L) i@tk | short-term loans to qualified investees in liquidity
HRFEICEENE Z E R W& 20, sources. Therefore, we suggest clearly stating that
short-term loans to qualified investees such as call
loans and receivables under resale agreements are
included in liquidity sources.
No. 6 BEHE7 7 v POk | No | P.12 BT, "Most investments in investment | Regarding "Most investments in investment funds

will not qualify under these definitions for
inclusion in the ILR" on p.12, some investment
funds like ETFs have liquidity and, as such, we
consider it overly conservative to conclude that the
total amount of investment in investment funds do
not have liquidity. Therefore, it is necessary to
exclude liquid investments such as ETFs from

investments in investment funds and apply some
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FEEBEH) 5 EDMIEHBHETH B LE Z | simple calculations (such as applying the haircut
%, for common equity).
No.7 REEEL D P I [FEJ | Yes | - -
Do you agree with the | %2 2>, [AE L & W&

treatment of premiums?
If not, please explain how

premiums and excluded

2. IREBEL R RS &
7 EBHAILR cHkb
ZREFHHLTIEL

Do you agree with the
inclusion  of  certain
encumbered assets as
liquidity sources within
the ILR or should the
IAIS

alternatively

EEDJRR & L CTILRIC
GWLLICHEET S
7>, X% TAIS 12 RE Y I
Tho D5 YFEEL
Profb L. BT 2 RED
MBI = — X %M~

CHREME=— X a2 — 2 CHlET B H
%)Ti&( Fy b= (B HFEEE IR
S, EE= — X 2R — 2 CTHET 2%)
&L, Rt AESHFELZ FHRICYI VB Z 2
Avey T4 TREPELLICX YR R

expenses  should be | W,
treated in the ILR.
No. 8 SRR EITT 28 | 2 | BEMERE ICN T2 27 AF - v — 1%, FHICEREL | Although we recognize that exposure to financial
How should instruments | @lipdtix. ILRNTE D | A | TGHRELRFICY 2 7 2 IE X & 2 B3 H 5 & | institutions may amplify risks, especially in the
issued by financial HSICERPTbNEZ X | v L TWBE3LDD, EICT VAT 4 7ITEIT 3 | event of financial market turmoil, we understand
institutions be treated | %>, FOFETHD, 2DOT Y NT 4 TICOWTIEESE | this is an issue mainly involving derivatives.
within the ILR? 2 | BEHEDY RO A DHEA TV B, fiE> | Considering risk mitigation efforts such as
A | <. fEAREH %ZR$R L L 72 Exposure approach | centralized clearing is in place for derivatives, we
CHVTHLA TR M T - IES RSB A % | believe it is unnecessary to separate financial
DT BRENE RO T RWhEEZ D, institutions and non-financial institutions in the
Exposure Approach, which is based on a simple
calculation method.
No. 9 FEDGIMFEHEEZI | No | /v A= (BIYFEEL RN — R & LT | We believe that the framework should be on a net

basis  (excluding encumbered assets and
measuring the related liquidity needs on a net
basis) rather than on a currently proposed gross
basis (including certain encumbered assets as
liquidity sources). This can contribute to the

mitigation of systemic risk within the entire
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exclude these
encumbered assets and
measure the related
liquidity needs on a net
basis?  Should  any
additional liquidity
needs be included in the
calculation because
encumbered assets are
included as a liquidity

source?

PREREE 2 EIR bR (TAIS) [idEhi: 2 b

— A TCTHIEST & D, 5l
W 3 B P o IR 2R
LLTEENTW S
&, BN 7z pEE %
HICEDLHLELED D
i

VI ADEE: 72 —R1 - TV AKFR—Y v T 70
TLEED AT Iy 7 ) RIBRICEHFE T3
Pilsn e & LEZ 5,

<BE >
- Annex2 Z 2R Y | fRFRSHE o ILR 1E 100%
BOKERBEINT VWS L FE2 528, ILR>
100% DI, 7w 2= — 2 TS FHEHEDOES
FHERBE LTI L ILR 12 100% I T TR T3 2
(1 2.1, ILR=200/100=200% D ¥ &1, HIHLE
DELFER 100 B3 & 1LS=300/200=150%
D), ’3[%?%:‘%'}1'}:75"{”@#@‘/“7\}:L’Cé’.i
NTW5E720, UEESTELERHAR L L2
THRERIIERE RS,
=, Ay PR=ZTHET 25, UEAH
RoBELFHEELHL LT ILR FEAMITET
L7Zaws, AT A EEECES 2 FhES
956, FELZESNREEY -2 LTEZE
—HCHREE—Xicb AL LCcETN
7=, YA O BSHFEL LT IZ L ILR
12 100% [ TR T3 3,

s FEHorBY, Ay FR—ZXTHIELESTHE
ﬁﬁmaczwfluz@ﬁT%%CCaﬁﬂ%
Y RS & L CIdESTEL HRIC
DVEEZBA vy T4 7R, 2hiE. DnT
BERI R T ARKDY AT Iy 2 ) 27 DR

BWIZOBB2bDEEZD,

— F IS B i g oGE |

X B BRI S
financial system by providing incentives for
insurers to make the shift to funding with

collateral.

<Explanation>
As far as Annex 2 is concerned, we understand
the ILR of insurers is expected to be above
100%. However, if the ILR is 100% or above,
the more ILR will raise collateral, so the ILR
will decrease towards 100%. (e.g., if ILR =
200/100 = 200%, increasing funding with
collateral by 100 yields makes ILS = 300/200
=150%). Since reserved assets are included as
a liquidity source, results are similar even if

financed without collateral.

On the other hand, when measured on a net
basis, the ILR basically does not decrease even
if funding with collateral is increased, but
when raising funding without collateral, the
ILR decreases toward 100% as the amount of
funding without collateral is increased because
the funds raised are included in liquidity
sources while also included in liquidity needs
as liabilities.

As described above, it is possible to prevent a

decline in ILR in secured transactions by
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measuring on a net basis, and insurers would
have an incentive to make the shift to funding
with collateral. We believe that this will lead to
the mitigation of systemic risk in the entire

financial system.

No.10

Do you agree with the
treatment of liquidity
risk from surrenders and
withdrawals from
insurance products in
the ILR? If not, please
explain how this could be

improved.

ILR iIZ3B T, PRERME &
DI « FEFRITHE S JiH
Y 27 K IC[HE
BT 20, AELARVE
Al BEEREHHL C
PR

No

- ) R RE I E L L R A D FEREIC
EbETKRIRICH ETFI2RETH S,

CARCEICDEHIN TV B X )i, RRENE
DFEFIFTEN I3k 2 BRI X VI EZZ T Tk
D, KRERMBIRIBELBZVEEZLS, Bl
A, BFERF AT 42 Low (RF T 4
L) . M) c ok IR 23 Low (1 BN
IR SCHN) T d o 728t AR O figf 3K
12 50% ¢ T ENT VB BEEIChdE L 72 HA
DIREEETH THIF EDMBRIRITRE L T
2\, )

ARLETREINTLIRITHESD Y X 7 (R
X BRATHGNC B T 2 THE D ) X 7 {750 LRfE
EWEZFEH L, MATES % 25%., EATHS %
50% or 100% & L CRXEL T\ 5, —7F, Hidko
B0 REAMEIZIRITHEES X D S REIEY X2
BEWEEZOND 720, RIEEBOREUL. &
b EWRETH - TH ., HTTHS DRI D F/IME
LV HERET 2 e BEGNTH D,

The risk factors are generally high, and it
should be reduced significantly to match the

actual risk regarding insurance liabilities.

Since the likelihood of policyholder runs
occurring are lowered by various factors as
described in the document, we do not
anticipate high surrender rates. For instance,
when the economic penalty is Low (no
economic penalty) and the time restraints to
cancel is Low (less than 1 week), the factor
for retail contracts is set at 50%. However, in
Japan, there have been no cases where

insurers faced such high surrender rates.

The risk factor for bank deposits proposed in
the document is set at 25% for retail deposits
and 50% or 100% for commercial deposits,
applying factors close to the upper limit of the
risk factor for deposits in banking regulations.
However, liquidity risk of insurance liabilities

1s considered to be lower than that of bank
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- BRIz, @A AT R R A E 0% deposits, and therefore, in terms of
B KELIALEFEOREICE TIE 50% consistency, the highest risk factor applicable
100%T» 225, TnzfAN ENAETOHEED to insurance liabilities should be lower than
RE D /MED 25%,750% X b ARV IKHEE L F the lowest risk factor applicable to bank
NgLEZ5, deposits.
PREES 1D BB OFREIE Y X 2 % K FHE 3 Specifically, it is proposed that the highest
B2 E1E. VR EBEICRENLESZMHE L risk factor of insurance liabilities for
Tw 3Rt oERICHF Z#H T 5 2 Licd individuals is 50% and that for corporations is
2%, ZOBIED O b RBAEDORENINEY R 271X 100%, but we consider that this should be
HEEICFHEST X ZCTh b, REERG MO FERICE D lower than the lowest risk factor of
XY BITOKEDL S KIBICH ETFE2RETH retail/commercial deposits (25%/50%).
%,
Overestimating the liquidity risk of insurers'
liabilities may also constrain management of
insurers in providing stable finance to risk
assets. From this perspective, the liquidity
risk of insurance liabilities should be carefully
assessed and significantly reduced from
current levels to match the actual risk of
insurance products.
No.13 ILR O RFERREI O | No | PRERZLF) DIFERGF S 115 © & iR IC, Rl | A certain percentage of unearned premiums is

Do you agree with the
treatment of unearned
premiums in the ILR? If
can it be

not, how

improved?

WICHET %2, FEL
RWGEiE, ok oic
WETRE D,

Rl D —EE& % Liquidity needs & LT\ 3
23, VAEEH 2l & 3 2 BIR D 22K C I3 ERR
R DRZEIIWM L E 2 5720, REtHETEICE
FEL &,

included in Liquidity Needs on the assumption
that insurance policies will be cancelled in the
future. However, given that the impact by

cancellation refunds is small in general insurance
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whose products are mainly one-year policies, we
do not agree with this calculation method.

No.14 IAIS (3, fEHE L X 7292 | Yes | fEifEMVIC P L v FZHEE S 2 & v 9 Exposure | Inlight of the Exposure Approach's intent to easily

Should the TAIS apply % AR PR O R AR 73 approach O#i g L5 L& T AFEHEL X 4172 | identify trends, standardized factors should be

standardised factors to | 7 % A b v 7 4 —ig%k Factor Z{R[EH ORI A1 X A b7 4 —48 | applied to insurers' final catastrophe loss

insurers projected | PHICHEH T Z 5, & KFPHNCGEHITNEDH 5, predictions.

ultimate catastrophe | 2 W I KK EZI v &

losses or rely on | FFEREREIN O K < B

company projections for | 3 2% &tk @ T Hl I K17

the speed of catastrophe | 3 & 2>,

payments and

reinsurance recoveries?

No.15 KK ERRBFERDOM | No | fEfERIC ML v FE2HE#E T 5 L v 5 Exposure | Inlight of the Exposure Approach's intent to easily

Do you agree with the | BIRIC[EE 3 5 2>, A approach O F L5 L&bH T &NEE 7 | identify trends, it is better to use standardized

proposed treatment of | L7aWE&AIX, YD XD NCHHELZZAARKEY X7 0BE% 3 % | methods (e.g., calculating payments for

catastrophe  insurance | IC2ET N E 2>, DT LB LI N FiEEH 25 Z & (fi] | catastrophes based on disclosed information, using

claims? If not, how can ZIE, R E 7 AR -V v —2 L CT—EDY | methods such as multiplying insurance premiums

it be improved? A 7R 2F DI % AW T, BI/R 41T | as exposures by a certain risk factor) instead of
WAIERER—RAF 5 Z LT, BERKFEICKT 2 | natural disaster risk figures calculated from each
XihEREHT L) BRVWEEZ S, insurer's internal models.

No.19 T Y NT 4 TOPW NI | No | HYJREHLE: (Initial Margin) D EFR ST I1CEF | The Initial Margin should be well defined. For

Do you agree with the
treatment of derivatives?
If not, please explain and
suggest an alternative

treatment.

FES 22, FMELZRW
Bierid, B Bk
ZH - RELTIEL
v,

INTVARWVE, ITNERTE,
(1 213, YWIEEILE 1 1332 B & SVl 28 B %
EEZLNDEH, KEFTCRINT WD DA
D BEIEEHLAETH 2 L BRI L 72 251E L\ e, )

example, there are both collected and paid Initial
Margins. While the paper does not clearly indicate
which Initial Margin it refers to, we understand it

refers to the paid Initial Margin.
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