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 Question LIAJ response 

Financial 

regulations 

6. 

 Regulation vs other factors: How do the financial reforms 
rank relative to other factors (e.g. macroeconomic and 
financial conditions, political risks, institutional 
impediments) in terms of their influence on IF? 

 

As for IF, life insurers and pension funds are ones of major investors in this asset class. Furthermore, 
their business nature, namely holding of long-term assets to match with their long-term liabilities, is 
different from those of other financial institutions (e.g. banks) that undertake shorter duration business 
activity. In insurance and pension fund sector, this difference makes an impact on IF more significant 
compared to banks. 

If the global insurance capital standard currently under development should be implemented in a 
manner that does not reflect business realities of investment with a certain level of risk-taking, 
including engagement in IF, under appropriate risk management like the above, and does not take into 
account its return, it will encourage insurers to take short term risk-averse behavior and hinder long-
term risk-taking investment. As a result, capabilities of insurers for investment in long-term risk assets 
will be deteriorated, which makes it difficult for them to engage in infrastructure investment and results 
in stunting economic growth. 

It would be considered to introduce specific measures aimed to avoid such consequences, such as 
liability valuation approach that takes into account own asset yield curve and required capital 
framework that reduces calibrations of risk charge for infrastructure investment (i.e. application of 
lower risk calibration to qualifying infrastructure investments including unlisted equity shares of 
infrastructure projects, already introduced in Solvency II), however, it has not been concluded to 
introduce those measures to the Insurance Capital Standard (ICS) yet. 

While the report concludes that the effects of the financial regulatory reforms on IF is limited 
depending mainly on the analysis of the effects of those implemented for banks, it should be also 
recognized that in insurance sector global capital standard is being developed and implementation of 
this standard without proper solutions to the above issues in each jurisdiction creates material impact 
on IF provided by insurers (as the report mentioned in the page 111, the issue on insufficient clarity 
around the ICS under development by IAIS, which is raised by some insurance companies, is 
important.) 

As such, attention needs to be paid to insurance context that is different from that of banking sector. 

Financial 

regulations 

 Relevant reforms: Are Basel III and OTC derivatives 
market reforms the most relevant G20 reforms for IF? 

In insurance sector, the ICS is being developed by IAIS. If the ICS should become such a capital 
regulation that does not take into account investment activities with a certain level of risk-taking, 
including engagement in IF, under adequate risk management and too strongly encourages to take 
short-term risk-averse behavior which hinders or simply penalizes long-term risk-taking, it will cause 



7. Which other reforms may also be relevant for the 
purposes of the evaluation? Please elaborate. 

adverse impact on long-term insurance business and deteriorate insurers’ capabilities as a long-term 
investor. As a result, it can make it difficult for them to engage in infrastructure investment, which 
leads to stunting economic growth. Therefore, the ICS is important in the assessment of the effects of 
regulatory reforms on IF. 

Financial 

regulations 

8. 

 Transmission channels: Are there any major transmission 
channels in terms of the effects of financial regulation on IF 
that the evaluation has not considered? 

 

Excessively risk-averse capital standards can be an additional transmission channel creating adverse 
impact on IF. Implementation of such standards would hinder long-term insurance business, resulting 
in deterioration of capability to invest in long-term assets. This mechanism brings about reduction of 
demand for long-term investment like infrastructure investment. 

Evaluation  

approach 

9. 

 Methodology: Is the analytical approach used to evaluate 
the effect of reforms appropriate? Are there other 
approaches to consider for this or future evaluations? 

It is hard to properly evaluate effects of regulations even by analyzing them on only quantitative basis. 
Therefore it is important to also conduct qualitative analysis and to seek feedback from stakeholders 
such as financial institutions. 

In terms of question items for survey, they should be designed to fit to the context of each sector, as 
each sector has different viewpoints to identify; for example, raising respectively suitable sets of 
questions for each sector in order to make the survey more efficient and effective. 

Evaluation  

approach 

10. 

 Cost-benefit considerations: Do you have any comments on 
the approaches used in the report to assess the social costs 
and benefits of the reforms on IF? Are there other types of 
costs or benefits that should be considered by the 
evaluation? 

It would be beneficial to store information from an early stage, related to the impact analysis that is 
conducted prior to and following implementation of regulations for key players in infrastructure 
investment including insurers and pension funds, and it would be also beneficial to utilize it to develop 
and revise regulations. 

Contact: Tomohiro Koyanagi, Director for International Affairs, The Life Insurance Association of Japan (LIAJ) (kokusai@seiho.or.jp) 
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<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


