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The Comparison for the Trend of the Macro-Prudential Supervision and
Supervisory Framework among Main Countries as well as Suggestions

for Taiwan’s Financial Supervision

Abstract

The goals of macro-prudential supervision (MPS) focus on the
macro part of the financial market and financial institutions. It consists
of three parts: aggregated micro variables, macro economic variables
and financial market index. This study stresses the aggregated micro
variables because the macro economic variables are taken charge by
the central bank and the market index was well-established. The main
goals of MPS are to maintain the financial stability and reduce the
systemic risk. Most of the discussion focuses on the latter goal because
there 1s no clear definition of the former one. To reduce the systemic
risk, authority should pay attention to decrease the procyclical risk and
connection risk. The procyclical risk checks the history of the financial
institution and the connection risk examines whether the cross-sections
of market are highly intertwined. For both kind of risk, some new

indicators serving as the early warning signals need to be designed.

MPS mainly focuses on the banking sector. IMF has stipulated two
types of indicators: the core and enhanced indicators, where the former
is for the banking sector and the latter is for the insurance and security
sectors. The focus of the core sector is to stress the capital adequacy
ratio. Recently, Basel III has been proposed and MPS is further
emphasized. The new Basel III could be stated as the summation of
enhanced Basel Il and MPS. The capital is again stressed. For example,

a SIFI is required to keep more capital.

The common tools to check whether the system is too hot or not are



credit/GDP and LTV (loan to value). For these two ratios, there are
some parameters need to be decided for every country. For example,
what is the meaning of “too hot”? Once the system is too hot judging
by the credit/GDP ratio, the authority should adopt a tightening policy,
such as restricting the additional loans. However, the restrictions
should not be applied to all banks with the same criteria but based on
the soundness of each bank. Thus, MPS should be used with

cautiousness.

The securities sectors increasingly discuss the systemic risk. [OSCO
has proposed three goals and 38 principles, where the three goals
include protecting the investor, ensuring market fairness, transparency
and efficiency and lowering the systemic risk. However, for the time
being, there is not too much solid operational conclusion about this part.

One of the reasons is that securities are already marked to the market.

A survey conducted by IAIS in the first half of 2010 on
macro-prudential surveillance practices among insurance Supervisors
shows that: Although most supervisory authorities do not have a
formalized definition of macro-prudential surveillance, nearly all of
them carry out macro-prudential surveillance activities. And 78% of
the members conduct or plan to conduct within the next 12 months
analyses of the impact of macroeconomic variables on the insurance

market.

In order to improve and strengthen the members’ macro-prudential
supervision on insurance industry, IAIS specially formulated and
passed the insurance core principles of No. 24 (ICP24) in the recent
annual meeting held in 2011 October. In ICP24, it is required that each
member’s supervisory authority shall identify, monitor, analyze the
market and the financial development, as well as possible influence of

other insurance companies and insurance market environment factors.

By reviewing ICP24, we suggest insurance supervision includes:

setting the system for gathering and analyzing information for



macro-prudential surveillance, and the supervisor should identify,
monitor and analyze market and financial development and other
environmental factors that may impact insurers and insurance markets.
In addition, we should upgrade our information collecting to group
level and worldwide level. Besides, we need to establish the system of
supervising the macroeconomic factors which have impacts on
insurance market and to create a consulting and coordinating forum to
handle these jobs. It is also suggested that the supervisor performs both
quantitative and qualitative analysis and makes use of both public and
other sources of information, including horizontal reviews of insurers
and relevant data aggregation (ICP23). To provide overall
macro-prudent supervision market data, the external communication

system should be established.

ICP24.6 and ICP27 suggested that the supervisor has an established
process to assess the potential systemic importance of insurers,
including policies underwritten and instruments issued in traditional
and non-traditional lines of business. Finally, systemically important
insurers will be supervised by higher standards of performance by the

Board and Senior Management of such insurers.

As to the MPS and supervisory framework among main countries, a
twin peak mechanism for financial supervision was established in EU.
In the micro prudential supervision, three trans-national and
independent European Supervisory Authorities cooperate with the
supervisory authorities in each country. In the MPS, European
Systemic Risk Board (ESRB) was established to monitor systemic risk
in the financial system. ESRB has only the power of issuing
suggestions and making risk warnings, rather than directly giving
orders. The US formed Financial Stability Overseeing Council (FSOC)
to judge whether a non-banking financial company is systemic
significant. As a platform of making communication and discussion
among institutions, FSOC possesses the power to making non-binding

suggestions when jurisdiction conflicts occur. FSOC is chaired by the



minister of finance, with members from the Fed, OCC, SEC, CFTC,
FDIC, etc. The UK established a macro-prudential regulator, the
Financial Policy Committee (FPC) within the Bank of England to
monitor and respond to systemic risks. Responsibility of micro
prudential regulation was transferring to a new regulator, the prudential
Regulation Authority (PRA). In addition, a new conduct of business
regulator, the Financial Conduct Authority (FCA) was created. A
Memorandum of Understanding and cross-membership of boards

among these authorities were set out to ensure efficient coordination.

At last, it is proposed that the MPS framework in Taiwan basically
includes FSC, CBC, COA, MOF, and FDIC. For FSC, extra work in
the future on aggregating the existing micro data and publishing it
regularly is suggested. In addition, considering Taiwan’s special
condition, it is suggested that CEPD (in charge of analyzing business
cycle for the real economy) and MAC (in charge of related affairs
across the Taiwan Strait) are also included. Though the existing
coordination and communication mechanism with regard to financial
stability have already operated smoothly in Taiwan, it is noticed that
once some unexpected situation occurs and the above proposed
supervisory framework is unable to handle, then the Executive Yen

should take charge of the work on macro-prudential regulation directly.
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BUF  -meoeeemees GDPG

THRRR AR

B S-3 iIE 5 F RS EY A RS
PG o Y IR BT EVRIR P [ T - AR P A

FEERLY ST ISP 0 IR o B SR R A f’ﬁiﬁﬁﬁﬂ"'[i Vs
i BRI (FERS A A -
BUF,, = 8 ,BUF,._, + 8 ROE, + 8 NPL, + B SIZE .+ B GDFG + o, + 6,

31:

1,2

oo N (BEUFHE) t=1,2,...,T

BYEBII

BUF;; fﬁ“ﬁ ;E[ﬁF Y AR ETT] > ES AT FIE ey A i
o (R R e F R 1 3ok Rl (e A YR i 2 E‘HF‘?%H;«@’?EI ERGS
(S A VR P -

BUFqa - FEELT = BT A SR P R - PR S
ST~ B VRV PR (AU R TR 4 9
[*%I@EW SUSH ] T E e 2 Ve g S PR R R 2 e
|3 P {'? » SRR ] B[ -

RGEFG : ‘*ﬁ% VR LS E S (return on equity, ROE ) »
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BrER AL B E A B O B S A D PR P IS PR LS
e A AR ESE A R ’T@P}J%ﬁﬂlﬂi’f\'fﬁiﬁ,l/ROEﬁ?ﬁ} , J[J%%[ﬂlﬁ,g Gy
Tt LR S I (U 8 bR g
NPL, & ALl 3 (A 0 T S e # 2 B BP0
T"'JE;I : fﬁﬁ"lfcqjﬁf“ = (non-performing loan ratio) > 7SR AL R R
R T R - S BB T+ R L T S 6T (bad
loan ratio) » F T £ T‘if[l[a&l—k@}ﬁ e FF[[ LB R E 1= %jﬁdi B A
TR T (MR TR TR O~ R D) H\Fﬂﬁ”ﬁmﬁ N pa
el '"'Tliil_ﬁ'ﬁ“} FORL T A TR PO B 1 SR SR
AUBE - PpE L Y ﬁujg  STERRE ) [l T A b 2
BT R Fﬁ% [ o
SIZE, f‘[ﬁ‘h“ JEYE (total asset) » El [=EL Bkl {[ff b E50= A ARy
T BT S U S SRR SR RS E RS R
(too big to fail ) IV [ » HILE A pugl=F P[F}M#‘Jﬁf NN ﬁa&;ﬁa
& FHRREE Y ORY AR SO PR | o BEU B - P I & R A T
H AR %—'ﬁlﬁ*ﬂ\i\%ﬁﬁjﬂ EI R e IR P ST SN
TSR U BB D oy A R I i I SRR ey
F B E S [H@E#JEJ% [ o
GDPG; - 36 iy 9 U & L TN 3 JE5 R F (real
GDP growth ratio ) ?ﬁfﬁ‘}}iﬁf’jﬁh VERE L r:I: ks @JF—“E ﬁl[ﬁ N
~F (‘é*’:\JIHI[BS“*@#HE&;V%U?WJ?W‘fﬂJ) ?E‘E‘V‘E er A% ] /@E*JEJEJ
[ B A A ek B FTJ Y E S e *JFTJ[ » I %FFIJFJ/, Bh L i
L r‘?"'T[JFJ S ARV [ YR -
OUTGAP; - o5 iy P IO = R T L 1 auﬁzw@ BRI
B sy AR TR et R o i 'EJ/E\T[EI A RLR
Hodrick — Prescott filter 4 {1} » [F=2fifghgfy~t = | I'] gl F‘J K PRTREE YA A T
Eﬁﬁ%’"EﬁﬁTJ AR U R E‘FHFI > HIE ?‘JLFFUFZ(%E&%\LI*F”E}¢M@T‘*
B 5 e g
”’Sﬁff [t < RS 1'7"‘?%‘{?‘; GELT VAR T R T e e i o>
[au,r@_,FJ .
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S0 o RESTEE O -

=5 PBEPRIBA NG (=2 BRI R 1L AR B 5 2, 17 S R
AR I R

1.5’?“&1%51.1‘—7

B SR BT IR 1o I 7 W TR ey R iR Rl 56 ALY o

@R > AN [ RS YRS ﬁ“”EWT?E‘FE?:Ww}‘FHi'?J@[f[JTE’ﬂ"EI*JFﬁ%k )
OOPVRETF TR ™ B IR F Hr R Ay S AR 2L PR b
AR EE YA FE FIFJ SRR HIFFIR ST R ET A 4L o A U

Eﬁ{ﬁ [/f{,ﬂ_[ _Fuﬁl[ﬂ

ZSBL % T 1 Coutput gap ) flEEL RS ‘%E{fjfﬁig@ » EESE Y
F VAR F ) > 2 SO YR N R > B e iR IRy
TRIFRE RS AR BRI PO IR o IR LS YA {2 R |
RS -

5 PP PR FIRR IO BER] 56 PR [URRE ] IERL 1y o T [l
PR E P B SRR £ T AN R DY mﬁfg\ B e A ,i@
Eﬁﬁ%@@@ﬂ%@??@oﬂﬁﬁﬁﬁ%ﬁﬁﬂﬁﬁﬂ%ﬁup,ﬁ%ﬁ
LR AHITFS T S5 S AREFTY -4 PP b e p R 2
RSB RN R o R SUS SRR SRR S TR - T )
T EPARORI -

F 54 DRRRE UE -

Modell Model2 Model3
BUFt-1 0.33%** 0.33%** 0.33%**

(4.78) 4.72) 4.75)
ROE -0.02 -0.02 -0.02

(-0.52) (-0.58) (-0.61)
NPL -0.56%** -0.62%%* -0.63%%*

(-3.04) (-3.21) (-3.25)
SIZE -21.67%** -21.25%%* -21.61%%*

(-5.92) (-5.97) (-5.97)
GDPG -0.18%*

(-2.40)
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Modell Model2 Model3

OUTGAP -0.19**
(-2.38)
OUTGAPxaUp -0.10
(-0.52)
OUTGAPxADown -0.25%
(-1.89)
AR (1) -2.05 -2.03 -1.96
(0.04) (0.04) (0.05)
AR (2) -0.30 -0.29 -0.36
(0.76) (0.77) (0.72)
Sargan test 14.90 14.75 14.75
(0.92) (0.93) (0.92)
R e KT OGRS B 0 AT SOGHTR T BT+ AT 1096

Foe g
ﬁr DR PAARE ] GMM ik 7S BUF ~ ROE ~ NPLIVRHTE (S (e 2807 iy F%LH[
ks Sﬁn (BUFt-1 Zfi= OUTGAPx/\Down “f1) flI. l/f EWH IE”EVFI R i m#zﬁjj =
AR (1) ~ AR (2) - Sargan test []I. Vﬁ"é"'\[ |;EJEJ[ EhE g AR Y P-value -

2. 3y LS

SRS W] T RN 2 IR S A R I TR ey R
’F’}?ﬁfﬁl&ﬁ SRR VAR YR E R PN [RGB RS ik
il PFERL AR Y A (URYAR KR ) < 2 0 RS S R BRI R PSR AR > 17
SR BREIA (] AR ] OUTGAP “FI TRy S8R F1ff < bR P Iy il 53
Al VR S s FNFJ R FEBLR PR ey B 1 S g FTJ [ o

25 PSRBT F ] S B R Y AR i %J%%a;%ﬁ
EI”; HEDS N EI[H—J_,E‘VIIEWE& o F‘I%:Wmfﬁg“{fﬁ}: Eﬁ » BB ETEY A {-ETT*JDF[J [%ﬁ I

FIRIBI R E Y £ 3l DfRe - %ﬁﬁﬂpﬁwwﬁ%%ﬁmﬁ’wWﬁiﬁ
FORN T B S T
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.55 FYAEEVHE T

Modell Model2 Model3
BUFt-1 0.34%%%* 0.32%** 0.32%%*

(2.92) (2.85) (2.84)
ROE -0.02 -0.02 -0.02

(-0.28) (-0.29) (-0.30)
NPL -1.96%** -2 15%** -2.16%**

(-3.26) (-3.41) (-3.38)
SIZE -43.17F** -40.88*** -40.94***

(-4.43) (-4.60) (-4.57)
GDPG -0.68%**

(-2.70)
OUTGAP -0.71%**

(-2.79)
OUTGAPxAUp -0.68
(-1.28)
OUTGAPxADown -0.72%*
(-1.91)

AR (1) -0.87 -0.73 -0.76

(0.38) (0.46) (0.45)
AR (2) 0.00 -0.07 -0.08

(0.99) (0.94) (0.94)
Sargan test 13.98 13.82 13.81

(0.95) (0.95) (0.95)

ﬁ;;t; DA DR T | ORI, e N R e

B A
-

Fr T SOORIH I N R 0 x

FA T 109680

¢’T7u39"“ |GMM T3k » %P5 BUF ~ ROE ~ NPL FVR TS i B REL T SIAage 1) f%LH[

iaks Sﬁn (BUFt-1 fi= OUTGAPx/ADown “f1) f[I. l/? EN ! ];ajt'grl R USRI #Sﬁm =

AR (1) ~ AR (2) - Sargan test f]I. VI ggl”mmﬁ

3. NEMALS

i*ﬁf/\ VT S A TN

= )E’

(=
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BB o @ AR Y R PURHE > SRR L TR S

Ll

T g
* 56 Y FAEEVHE - NEEESE
Modell Model2 Model3
BUFt-1 0.27%* 0.28%* 0.26**
(2.50) (2.52) (2.41)
ROE -0.01 -0.01 -0.01
(-0.75) (-0.75) (-0.44)
NPL -0.09 -0.10 -0.11
(-0.89) (-0.98) (-1.15)
SIZE -9.73%x* -9.53%** -10.11%#%*
(-4.96) (-4.93) (-5.19)
GDPG -0.04
(-1.07)
OUTGAP -0.03
(-0.78)
OUTGAPxAUp 0.06
(0.55)
OUTGAPxADown -0.10
(-1.32)
AR (1) -4.19 -4.19 -4.10
(0.00) (0.00) (0.00)
AR (2) -0.26 -0.22 -0.31
(0.80) (0.83) (0.76)
Sargan test 42.62 42.32 45.25
(0.01) (0.01) (0.01)

R e AT OGHTR Y B AT SOGHTR Y BTR 0 A 10968

%ﬂ“‘ﬁé* IR
D R PHART GMM ik > %5 BUF ~ ROE ~ NPL V[T (el S iy 3l
Hr jﬁn (BUFt-1 Zfiz OUTGAPx/\Down Zfi) flI. l/? ENE ];aj Zf f'glﬂ/ t fifi > T#FF 57 = 7

AR (1) ~ AR (2) - Sargan test [[I. [/fﬂélf'\[ | I[ £ E A 5 UV P-value ©
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SPFET IR 2 ISR ARl e PGSR ERY A A VR - PR
P AR e R LS AR Y A T Y « [ 4T 13T R LS
pa%%%’wmﬂ%ﬁ%vww%ﬂmr’ﬁﬂawdTﬁ?ﬁﬁ‘ﬁ%@@ﬁ

5L S ey A Nl F[J ﬁ@%ﬁ%ﬁ EAFJ%@g EﬁéﬁL.—: {ET?E‘}?[:_I\ BREJ ﬁﬁﬁ Flﬁ
Bylh N LSRR Y| ﬁlﬁéﬁﬁiw P SR BT %&FM@EW%«;@&

[N - ST ?ﬂﬁjﬁ«‘fﬁfﬁpﬂﬂ%‘"ﬁﬁ DA PR J
N “ﬂé,\l@}% 5 R o (EIE ) [ﬂ FEREAL P EAJL;?%\LF:&FJ;? f’ﬁfﬁﬁ\ [ﬁJBET
PR Y POTRR [ 100 VB 2 RS

BhEl  HAh K6

SSPTEE A 23 Al > Basel LI EUE 2 2FInioR T EREIO RS > gl S o
BB E A SRS BT éﬁ% AL o TN SR P

- ‘W%@Eﬁ%@%?i

REIFEY A O LRSS R ] S 19 Basel 1 1= LT AL
%ﬂ%%&ﬁ%ﬁiﬁﬂ$’?%ﬁ%@§¢Wﬁ$ﬂW%$%v%WF@@é
R -
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#57 Basel 111 FH4pIE (S 5 (S 4 BETE=oh

Individual bank minimum capital conservation standards

Common Equity Tier 1 (including other Minimum Capital Conservation Ratios
fully loss absorbing capital) (expressed as a percentage of earnings)
Within first quartile of buffer 100%

Within second quartile of buffer 80%
Within Third quartile of buffer 60%
Within Fourth quartile of buffer 40%
Above top of buffer 0%

PR fe 75 BCBS

MR ﬁﬁﬁﬁ'f‘/ﬂ

Basel III fI7f~&2L= 1) fgj#;jiJ e HF| /erFji;;ﬁﬁ[fF AL £ EH‘\J
4

=~ TR RIS B (SIFD)

Basel III 3} SIFI EIfJElﬁﬁgJJE?\i,[ fﬁ]@‘fg » IJE iﬂﬂﬁ““é%ﬁ[ﬁ:@"ﬁ,ﬁ o (1)ZE5k 1%
PO o FRRTEETRIAY S BBSAE IFHE. TRy R o SR IR S
P A SR & R SRR o (IR A %ﬁﬁ‘lﬁglﬁ/lﬁuﬁ S
ﬁ%ﬁf%@@WWQijwmu%,E%Fm@%ﬁggﬁﬁxoww@ﬁ$
WS ol RS fRl S iy ) A T iR AR IR 190195
PRIt i IRy 4 P R ] 3.5% -

P~ T ETiy B
Basel [T SEHEALAOBRLN L > 20 51 B S AEBRTE e HEL Apl
A FISY e e ] 5 PRBURY -~ S50 gl ] BRIy |y g
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B8 Basel Il GBI BEF - Rt mbgryi
i J P RS SRR E R

- R L “?ETE S Tl SR B 0 BLE I
B P e e o TEARET V0 Eiﬁﬁﬁffﬂf FfeBbas o NI 2 070 Hﬁfﬁ‘”ﬁ
BRI o b R lﬁﬂwaa {27 IR~ — A R TR
P Basel IS 7 [0 BISH (3P WIOFORS - = PULEUSSE. P
SRR 108 T f%rff“fgﬁﬂ BRI o [FRLG ARV RL T R
TPV ph i ST s Sh 2SR FifﬂmfflJ'Jrf“ﬁaaﬂﬁai -
BIHOMGERIES bl = {7 ~ ST B ISREE IS 57 P29t ] M Edli = -
e TR RIS, ¥ f)"ﬁfguarﬁ% AR -

B RSN E/Lfffflgg']ﬂ REHVAG [~ > [ a5 EJJF[T—}[E’[’@ HJdSg
Basel III fol T 5L BT T ]:E' Ve @ lﬁlﬁﬁﬂ | (credlt valuation adjustment, CVA) -
i pisE A (credn spread)#?«ﬁf TR B
(market-to-market loss) o PRF55L5 libgl[ﬁ[ i J SHR > IR ITF lijtj':%
S SR IF:E' WW [ﬁ,ﬁﬁﬁfﬁ Bﬁiﬁlﬂ%ﬂ{}gi Ay @

Basel 111 “J}Eﬁ,lj L %[&FE#IW% l’gly“[ﬁ\%"\gpqﬁé o SR b pAR
EREAEL SRR AR R 1 2 R ﬁ Hip SRR R R o 2 BT - T (T
TR ey h i pu gL RE -

R (REELT AL 9 2 RS ek 1 2 B T SR Ao 1 i > T 2
il %EWi%%—f{[ﬁi@{% » Basel & £ %’Tﬂ'{%ﬁ?ﬁ%%ﬁ F'ITQ (CPSS) * Bl 55 v
%’*@&*ﬁé AH(IOSCOYF= At = & pliAdi 1 pAEF= A1 pATT o S5 B FIRH BT bJ
AUy A ol il %%[@ﬁﬁﬁgiﬁ?’i’%ﬁé% [ fT e BLEF= PR M T (R
R0 3T RS R B TSR [T bt
FIE R 2% (R P > )RR %JNEBELJEﬂt for Jiﬁ P B A g o 1) P
TSR TR B SRR R ] BB e 1S EE[F?? RAZNAA RS TR ﬂﬁ’ﬁ?ﬂﬁ'?f@ﬁd g
Fﬁ,&{?ﬁjﬁ#ﬁ@ﬁm?% FIAEEFT A 3205 X ph o ERERLE B R ] Ak
[ > & EY €71l Eﬁﬂﬁ'@fﬁﬁﬂli el Paa e el [NEREEZEE BEAEIES > & B ]
ﬁj‘i 'ﬁ«_[/ﬁlﬁ)’d |§E'
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Basel 11 4RI 8L~ %Eﬁﬂ%‘iﬁlﬁﬁf & fifi(expected positive exposures)[j - }[ﬁ]’ﬁj]iﬁi
mﬁz'[ﬁ%ﬁ@%@f;mn F%gﬂﬂ;» o SA ﬁ[f{:gIEIQﬁiﬂlig&F » Yk ﬁ‘FTJITEW(asset
value correlation, AVC){EZLITEﬁgJ 25% o HHT SRR TS [ 2 SR Fﬁ} fﬁﬁ YRR
(Tj\l o

bihog  BARUHETE

PP et AP B I F TRV ED ?J%w CRESERALT H ey A B IHE&
VRE Y p e ERE T o ] ﬁéﬁg‘?%ﬁﬁﬁﬁ_ﬁﬂ? V&‘;E' R LR kL
Ayuso, Perez and Suarina (2004 ) > &' E g Vg %WTJWE’E”E'J e
e S SRR SRR P LY AT I e

VR iR

fiag

B U ST ARSI TR © % P
YR H R 1 E Y FE 751’4 gL

P Estrella (2004 ) » mjrajh (B A SRR A phfR = A [k
PRy R IREY > = 78y 4 ST IS - (1) §E ey g ViR 4 (direct cost of
holding capital ) > (2) FHp»Y % (cost of failure ) > (3) F%‘EZF‘N[: ( cost of adjusting
capital) - || SIS A% BRI I -

(1) Fepart Vg +

BUTHI R B9 F > A BLEOR AN SRR R AT H PSR (NI
By hpuk & - HER RS ER Y R R P A o =9 > 48K Myers and
Majluf (1984 ) » 7}?}3447\ %ﬁfﬁ“%ﬂ4ﬁ& ’lfj‘[‘?:ﬁéﬁ“ J %L{’:f]f:‘j? Tr g o AR E [
USROS SRR M LR 2 T Y R 2 B

52 Ul F‘qé]f E| YA R F’%%J:[j L JEW[&

(2) %Hr 4

SUT R E R YA o I (ST A I (SRS £ (bankruptey
cost) » [ A (REELIT PRIyt AOOREIRESE | IR ~ Pk o
BRI o [k SR PRIV 9 o PR ST S LA I gL

F#|€ Sfowy  ER Stend PR o Sl LS (N g 5 POTHIRE > ORI ey v
I T AT 0 OBl TR AR P PSS - 9T 8L = £ e
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EVRSRHFVRN [ R CROTR ) -

(3) FES 4

PG YR R T I?Efrf'wﬂﬁ\ PSR ITTIE - T IR A ] B v
TEFAE > BUT A SR8 TV E T p [ BLAER ] PRI A EI
SEL T S IR Ky 1 0 LS I 5 RO R R

U3 Y eV RUCE B U A BE > S [F“Tl%‘"; Fh%ﬁﬁ LUEREE . e
g FJWFIH P paﬁ%j: ( Myers and Majluf, 1984 ) -
RS AE R VT R A
€= (o, — 7 JK.+( fz}atlt‘ (1)

AR R B b VAR GRS HT GeRA D) BN
et CEipiKe R tEﬂj@’J‘ﬁLﬁ}?ﬁ‘ V¥ h o G RAFE A PR T R
FRER R & o iy 93 Tpile e ST A TR (5 pOLRR RS [ [ R e )

o ﬁ'ﬁﬁmiﬁ'J °

e PR A G YR R R A T LT Y

CLE

Ming, o= E ZiZo gc. (2)
st C= (e, — 7 K+ Elfz}atltz (3)
H.=K._, +1. (4)

S S
(Ke) = Koy + B (5-E20 8 (7 s — @oaa)) (5)
JHEF T TR R S PR TR T LRI i o
- UG S WSO I R R (K= R) A 5
(K-R)= (B-Ry + E (3208 7o) - B (FER B @) £ 6. (©)
ARSI E R E R o Lo PEE S SR A
R - BRI > S S SR R b A+ 5
PRSI 5 O 75 AE 28T IR P ok o - $
LTS R MR ) H o PP ST R | ’fr%rm,um IJ
7 < (too big to fail ) I/ |E§%’ SR A gl A mﬁ"ﬁfﬁﬁ'fﬁiﬁ[ 43
BB VERIE FJSFE’TTTE‘&‘-*‘FTJE'IH‘ = RER G szt » PO -
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P A L i e ,;Frq%a&ifg\: o1yl Jqft] (ERE L *ﬁ[fé%);y¢ 1S5
FJIFILJ FRIEIRBE > IV~ H N s o |13 7 B e Efi,%g) HJ%
—»LZ/[I"'\ :

BUF, = 8 ,;EUF,.., + 8 ROE, + 8 NFL, + B SIZE,+ B ,GDFG, + o, + &,

A=1,2,... N (Z=%g) t=1,2,...,T (7)
PSS R (GDPG) HBEREHE R LY A -
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ol o SRR 19 BRZR) | 1Y e i B8 SR 2 e e a1
(D& U B PRI A R Y T S o PR B e
Y EII > R A R D o B R R SR e
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FER IS PR £ S T ] \J%T? AIG R EISE B AESE) - (&
@‘Fﬁ%‘&‘ifﬁﬁl%f”%“&(IMF) I ETEEL (BIS) B & BiFE EF F'HFA(FSB) N
SIFTs [y e sl Aty b HO A - EIRE R A 2 B = =
SES BT B o PIS SIFL FREETRRY > SRS RSO A e SR
FIVRTt > R0 RS S  S Iy > S g I = T e i
R R 2 A T BV (TBTROPYIIRE « v 2 SRyl o e
SRPEAT ) 53 PP R R > R0 ST BRI -

UPRT 6-1 F o A S A RS R FEDNARERASE S S L PR
BN S TR NI Nk (RS S SR % S R ﬁﬁv IE';_T:LF
FEZ BB IRECE |~ BRE B o PR T (BRI AURE I EAYE 4 E
T2 2 080 455 = [0 AR R TR B U o e et é}?‘jﬁﬁﬁgﬁ%ﬁ@‘Jpélﬁéﬁﬁm%%
Elfjiéﬁ@Fjb-} o

115



demographi ——

Financial System

Transmission channel:

é common exposure

interconnectedness : feedback effects /
response

W61 RIS
PR & BB BT 2 PR TR IR F 0 (LATS) - #5155
[P = RS 2010 & FEE E%F o FYEI=IHT 2009 &F 6 ] 25 FIpt TAIS MMoU > 7%
BLE ST APTEREEA FLY - RN IAIS VPR R AT g BT
L R DR o 1 R S < 1) R R 1B o
TSR 7 -

=~ PR R T R R 1
(e [l o R SRk DR TRTET T Bl i - 2T TR R

& VR TRAROE 2R IS ) i SRR PO I P B A AR
1 o B = FjRIELE RS AR i A STV A > Ao i AR 2 A R
Beafﬁ'ﬁf 2 IR SGOIRI B s A F A ] T B e 2 R

NS S A e e B el O S e R (o
FERE = prr=e L ppa== el - FJ PR Feals N e o PP
s R lwaai’%:ﬁ FIRRE] )N = ZFE PN G, P TR Y
B 5 5L St - 2R R R

L [ IR (R SRR V1 e
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35

e @] e Female
Source: National Vital Statistical Reports, Vol. 58, Nr. 21

B 6-2 3B 1900-1940 & 2 gy
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Is there an agreed working definition of macroprudential
surveillance in your jurisdiction?

Do you conduct or plan to conduct within the next 12 months
analysis of the insurance market in your jurisdiction?

Do you conduct or plan to conduct within the next 12 months
analysis of the impact of macroeconomic variables on the
insurance market?

HYes EMNo
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Do you currently conduct
insurance market-wide
stress testing?

If not, are you planning
to conduct market-wide
stress testing within the

next 12 months?

W Non-Life W Life

169 B $

120



YR 6-9 H  TAIS ﬁﬁ@ 5 F‘j ,jfé%*é SEPREE (g 2 e Ay F’*ﬁfi
H> (EE) T2 Beppss bl Ao © RS & ffil Fﬁlféfdﬁf@ﬁ’ﬂiﬂﬂ%‘ﬁ}ﬁﬁ °
EPFEBE A & SR RS E\Jﬁ Al EJIJ | 22%F A A P F [‘Ji%f?ffﬁ'%%
AR -

Equity price

fluctuations

Interest rate
fluctuations

MNatural
disasters

Claim paym ents

Property price
fluctuations

J
Ke y input < Inflation

variables \'\'
\

Pandemic risk

Increase lapse
rates

Longewvity

Mortality

Unexpected

\
\ policy cash-in

Key output J Solvency

variab les —

tested Claim payment
ability

Forward looking
modelling

among insurers
Inter-

connectedness - across financial
assessments sectors
L with the real
economy

0% 25% 50% T5% 100%

m Non-Life mLife

[fi' 6-10  fplPees B] IR — ST A
i S TS RS RS D e e S Fjﬁl%?%“ % LAY
El%ﬁdiﬂﬁ'[\g&é T (L 6-10 B - ;arl‘_ifgl_&pjﬁ, ° 7 BRI R
(SRS §7 e JLeen I T '7i<»»f  Flwp R g e e ged S
e Ve A (IR BEATREEY M%) F R P

121
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Reporting internally

Re porting externally
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Do you produce public or restricted output(s)
based on macroprudential surveillance activities ?

If not, are you planning to produce output(s) based
on macroprudential surveillance activities within
the next 12 months?
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... identify material changes in the insurance market 93% T%

... 388855 material changes in the insurance market 93% T

... act upon emerging risks affecting the insurance market 88% 12%
... identify future issues affecting the insurance market B86% 11% 4%

... 335€8% macroeconomic risks affecting the insurance market 85% %  T%

... identify macroeconomic risks affecting the insurance market B2% 11% | T

... identify material changes in insurance products T8% 11% 11%

... COMMunicate with |Jeer 5u|:!er\:isnjrs .emerging risks affecting the s 20% ‘

insurance market

... 335e53 material changes in insurance products T4% 15% 11%

... identify future issues affecting insurance products 69% 19% 12%

... act upon emerging risks affecting insurance products 68% 24% 8%

... 883238 macroeconom ic risks affecting the insurance products 67% 26% T
... identify macroeconomic risks affecting the insurance products 67% 26% T%

... generate futures scenarios for the insurance market 64% 24% 1%

... COMMunicate with |)ef=.r stpervianrs on emerging risks affecting 50 % o

insurance products
.. communicate with Lh.e public on el‘f’nerging risks affecting the 2% 25% 33%
insurance market
... generate futures scenarios for insurance products 42% 29% 29%
... communicate with the public ?n emerging risks affecting insurance 3% 0% o
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Figure 2.15 — NAIC Indicators
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Figure 2.16 — Proposed European Supervisory Framework
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Figure 2.17 — Proposed tasks and powers of the European Systemic risk Board
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Figure 2.18 — Decision making at the European Systemic riskBoard
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Figure 2.20 — Insurance FSIs Core Set

Insurance Financial Soundness Indicators: Core Set
Category Indicator MNon- Life
Iite
Capital Net premium/capital X
adequacy
Capital/total assets X
Capital/technical reserves X
Asset quality (Real estate + unquoted equities + X X
debtors)/total assets
Receivables/(gross premium + reinsurance X X
recoveries)
Equities/total assets X X
Nonperforming loans to total gross loans X
Reinsurance and Risk retention ratio (net premium/gross X X
actuarial issues  premium)
Net technical reserves/average of net claims X
paid in last three years
Net technical reserves/average of net premium
received in last three years
Management Gross premium/number of employees X X
soundness
Assets per employee (total assets/number of X X
employees)
Earnings and Loss ratio (net claims/net premium) X
profitability
Expense ratio (expense/net premium) X
Combined ratio = loss ratio + expense ratio X
Revisions to technical reserves/technical X
reserves
Investment income/net premium X
Investment income/investment assets X
Return on equity (ROE) X X
Liquidity Liquid assets/current liabilities X X
Sensitivity to Net open foreign exchange position/capital X X
market risk
Duration of assets and liabilities X
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Figure 2.21 — Insurance FSls Encouraged Set

Insurance Financial Soundness Indicators: Encouraged Set
Category Indicator Non- Life
life
Capital Cover of solvency margin X X
adequacy
Risk-based capital adequacy ratios X X
Asset quality Asset/liability in financial derivatives to total X X
capital
Investments: geographical distribution X X
Investments: sectar distribution X X
Reinsurance and Underwritten business: geographical X X
actuarial issues  distribution
Underwritten business: sector distribution X X
Underwritten business: distribution by main X X
business lines
Management Operating expenses/grass premiums X X
soundness
Personnel expenses/graoss premiums X X
Earnings and Earnings per employee (net profittnumber of X X
profitability employees)
Return on assets (ROA) X X
Return on revenue (net income/total revenues) X
Liquidity Liquid assets/total assets X X
Liquid liabilities/total liabilities X
Market-based Market/book value X X
indicators
Price/earmings (P/E) ratio X X
Price/gross premiums X X
Group Group debtors/ total assets X X
exposures
Group (premium + claims)/total (premiums + X X
claims)
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