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Our view is that ay data published should notdentify individual groups. Liquidity stress testing
and the risk profile of any particular group will vatyased on, among other factors, arket
conditions/fluctuations and the potential role of risk mitigation toolsWithout a complete
understanding of these myriad factorsdissemination of individualized data could lead to
misunderstandings by analysts as well as public policy makers. As is the case with the NAIC



SPIAs, and the group fixed annuities includeepsion risk transfer, neither of whichtypically
presents liquidity riskas cash values cannot be withdrawn on a discretionary basis.

Derivatives:

The majority ofife insurancederivative use is for hedging purposes only, with state regulations
limiting the overall size of a life insurer’s derivatives book relative to the amount of admitted
assets a life insurer holds. This is a key mitigating factor to liquidity risk becausedbeassets
can be used to satisfy derivative collateral requirement3ypically, most life insurers require
customized derivatives to hedge the market risks inherent in some products offered to clients
and in the assets purchased for the general account. €iomized derivatives trade in the bi
lateral overthe-counter market where the assets eligible for pledging to dealers in a collateral
arrangement are broad and include most of the highuality assets insurers own. Therefore, it is
unlikely life insurers vould need to liquidate a large block of assets to satisfy ovére-counter
derivative margin calls. Instead, life insurers would typically pledge highality fixed income
general account securities, mitigating liquidity risk arising from life insurer’'sdiging activities.
Life Insurers retain legal ownership rights of assets pledged under these arrangements and
these assets continue to be included in Life Insurers’ Admitted Assets.

Funding Agreements and GICs

The inclusion of alelements of these instrumentsappears overly broadbased on what we know
currently. Some examples fofurther consideration:Funding agreements and GICs only expose
companies to material liquidity risk if the policyholder has the right to surrender the instrument.
Typically FHLB funding agreements cannot be surrendered by the FHIBe GIC definition likely
sweeps in both institutional and retail GICs (such as GICs within a 401K plan). The liquidity
relevance would only extend to institutional GICBhere are nany products within these broad
categories, such as annuities certain and supplemental contracts thalso do not in our view
contain any liquidity riskSynthetic GICs do not pose liquidity risk at the magnitude of the amount
of business wrappedAs these examples illustrate hie appropriate products in this category
should be carefullyinvestigated prior to any decision of inclusion.






