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Executive summary?

Global

Financial Stability 12 April The FSB sent its Chair’s letter to G20 Finance Ministers and Central Bank Governors ahead of the

Board (FSB) 2023 G20 meeting in April. Key messages in the letter include the following.

» Recent events in the banking sector had its origins within the financial system, which
differentiates these events from most other recent shocks in the global financial markets. The
FSB works closely with the Basel Committee on Banking Supervision (BCBS), etc. to draw out
lessons and consequent priorities for future work.

» Despite these events, work in the areas of crypto-assets, non-bank financial intermediation
(NBFI), climate change and cross-border payments remains a high priority for the FSB.

International 11 April The IMF released its Global Financial Stability Report, subtitled ‘Safeguarding Financial Stability

Monetary Fund 2023 amid High Inflation and Geopolitical Risks’. Highlights of the report include the following.

(IMF) » Financial stability risks have increased rapidly. The impact of tighter monetary and financial
conditions could be amplified due to financial leverages, mismatches in asset and liability
liquidity, and a high degree of interconnectedness within the NBFI sector and with traditional
banking institutions.

» Policymakers need appropriate tools to tackle the financial stability consequences of NBFI stress.
NBFI’s direct access to central bank liquidity could prove necessary, while implementing
appropriate guardrails is absolutely necessary.

» Financial fragmentation induced by geopolitical tensions could have important implications for
global financial stability. Financial institutions may need to hold adequate capital and liquidity
buffers to mitigate the adverse consequences of geopolitical risks.

Financial Stability 30 March The FSB released its work programme for 2023. High priority areas of work include the following.

Board (FSB) 2023 » Enhancing the resilience of NBFI by, for example, assessing vulnerabilities associated with non-
bank leverages and undertaking policy work to enhance market participants’ liquidity
preparedness for margin calls.

» Harnessing the benefits of digital innovation through, for instance, assessing the implications

1 Volumes 1 to 12 of the report ‘Regulatory developments in the global insurance sector’ are available only in Japanese. This executive summary is a summary of the Japanese version of the Volume 33 report. It is advised

that you refer to the respective original materials for accurate information.
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of crypto-assets for financial stability and finalising recommendations on global stablecoin
arrangements.

Addressing financial risks from climate change by, e.g., enhancing climate-related data
infrastructure to support relevant analysis and analysing the relevance of transition plans from
the perspective of financial stability.

Europe

U.K. Department of | 29 March | B The DSIT released a draft of its framework for the regulation of artificial intelligence (Al) for
Science, Innovation 2023 consultation purposes.
ag;jl;l'echnology B The proposed approach, i.e., a context-specific approach, is to regulate the outcomes that Al is likely
( ) to generate, rather than the technologies themselves, on a principle basis. The principles include the
following.
» Safety, security, and robustness: Al systems should function in a robust, secure and safe manner
throughout their life cycle.
» Appropriate transparency and explainability: Al systems should be appropriately transparent and
explainable.
» Contestability and redress: Users, impacted third parties, and actors in the Al life cycle should be
able to contest an Al decision or outcome that is harmful.
U.K. Prudential 29 March | B The PRA published the results of its 2022 cyber stress test. Major findings include the following.
'I:egrt:lat.lonPRA 2023 » Industry coordination: Financial institutions should make decisions taking into account the
uthority ( ) potential consequences of their actions on others and work to understand the actions that
others might take.
» Communication: Communication with a wide range of stakeholders through multiple channels
should be consistent.
» Contingencies: Financial institutions should explore what contingencies are available and
consider how different contingencies could work together in a potential incident.
European 16 March | B The EIOPA published a supervisory statement on differential pricing practices with the aim of
Insurance and 2023 eliminating premium setting that potentially leads to the unfair treatment of customers. The

Occupational
Pensions Authority
(EIOPA)

supervisory expectations expressed include the following.

>

Differential pricing practices (i.e., pricing practices that charge different premiums for the same
product offered to customers with a similar risk profile and a similar level of service costs) must
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>

not result in the unfair treatment of customers.

Product oversight and governance (POG) measures and procedures should ensure that
differential pricing practices are not a detriment to customers.

Supervisors should oversee the market to ensure that differential pricing practices do not lead
to the unfair treatment of customers.

European Central 13 March | B The ECB published a joint statement on climate-related disclosures for structured finance products

Bank (ECB) 2023 together with the European Supervisory Authorities (ESAs), which comprises the European Banking
Authority (EBA), the EIOPA and the European Securities and Markets Authority (ESMA). Key messages
include the following.

» The ESAs and the ECB share the view that the reporting on existing climate-related metrics needs
improvement and that additional metrics are necessary for structured finance products.

» While mandatory disclosure requirements are not yet in place, the ECB and the ESAs ask
originators to collect, at the time of loan origination, the data that investors need to assess the
climate-related risks of the underlying assets.

Bank of England 13 March | @ The BoE published a report that sets out the Bank’s latest thinking on climate-related risks and
(BoE) 2023 regulatory capital frameworks. Highlights include the following.

» Existing capability and regime gaps create uncertainty over whether banks and insurers are
sufficiently capitalised for future climate-related losses.

» Effective risk management controls over financial institutions can reduce the quantum of capital
required. Financial institutions are encouraged to make progress in improving their capabilities
of identifying, measuring, and managing climate risks.

» Due to the unique characteristics of climate risks, a more forward-looking approach will be
required to capture those risks. To that end, scenario analysis and stress testing will play a key
role.

Americas Canadian Office of 20 March | B The OSFI issued a statement on Additional Tier 1 and Tier 2 Capital Instruments. Key messages
the Superintendent 2023 include the following.

of Financial
Institutions (OSFI)

>
>

Canada’s capital regime preserves creditor hierarchy.

In a breach of the point of non-viability (PONV), AT 1 and AT 2 capital instruments will be
converted into common shares in a manner that respects the hierarchy of claims in liquidation.
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» AT 1 and AT 2 capital instruments will remain an important component of the capital structure
of Canadian banks.

Asia
Pacific

10

The State Council
of China

7 March
2023

The State Council of China provided an update on its plan to establish a national financial regulatory
administration.

According to the update, the new organisation, which will be placed under the State Council, will
replace the China Banking and Insurance Regulatory Commission (CBIRC) and will be in charge of
regulating the financial industry (except for the securities sector). Some of the functions of the
People’s Bank of China and the China Securities Regulatory Commissions are planned to be
transferred to the new authority.




Sources:

FSB ‘FSB Chair’s letter to G20 Finance Ministers and Central Bank Governors: April 2023’

IMF ‘Global Financial Stability Report: Safeguarding Financial Stability Amid High Inflation And Geopolitical Risks’
FSB ‘FSB Work Programme for 2023’

Department for Science, Innovation & Technology ‘Policy paper: A pro-innovation approach to Al regulation’
PRA ‘Thematic findings from the 2022 cyber stress test’

EIOPA ‘EIOPA supervisory statement takes aim at unfair ‘price walking’ practices’

EIOPA ‘ECB and the ESAs call for enhanced climate-related disclosure for structured finance products’

BoE ‘Bank of England report on climate-related risks and the regulatory capital frameworks’

W X N O Uk WM

OSFI ‘OSFI reinforces guidance on Additional Tier 1 and Tier 2 Capital Instruments’

10. The State Council of China ‘China to set up national financial regulatory administration’



Contact:

Shinya Kobayashi
Managing Director
Financial Services
Risk Advisory
Deloitte Touche Tohmatsu LLC



Deloitte

FOv+ F-vY

Deloitte Tohmatsu Group (Deloitte Japan) is a collective term that refers to Deloitte Tohmatsu LLC, which is the Member of Deloitte
Asia Pacific Limited and of the Deloitte Network in Japan, and firms affiliated with Deloitte Tohmatsu LLC that include Deloitte Touche
Tohmatsu LLC, Deloitte Tohmatsu Consulting LLC, Deloitte Tohmatsu Financial Advisory LLC, Deloitte Tohmatsu Tax Co., DT Legal
Japan, and Deloitte Tohmatsu Corporate Solutions LLC. Deloitte Tohmatsu Group is known as one of the largest professional services
groups in Japan. Through the firms in the Group, Deloitte Tohmatsu Group provides audit & assurance, risk advisory, consulting,
financial advisory, tax, legal and related services in accordance with applicable laws and regulations. With more than 15,000
professionals in about 30 cities throughout Japan, Deloitte Tohmatsu Group serves a number of clients including multinational
enterprises and major Japanese businesses. For more information, please visit the Group’s website at www.deloitte.com/jp/en.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related
entities (collectively, the “Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and
related entities are legally separate and independent entities, which cannot obligate or bind each other in respect of third parties.
DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL
does not provide services to clients. Please see www.deloitte.com/about to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited
and their related entities, each of which are separate and independent legal entities, provide services from more than 100 cities
across the region, including Auckland, Bangkok, Beijing, Hanoi, Hong Kong, Jakarta, Kuala Lumpur, Manila, Melbourne, Osaka, Seoul,
Shanghai, Singapore, Sydney, Taipei and Tokyo.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk advisory services to
nearly 90% of the Fortune Global 500® and thousands of private companies. Our professionals deliver measurable and lasting results
that help reinforce public trust in capital markets, enable clients to transform and thrive, and lead the way toward a stronger
economy, a more equitable society and a sustainable world. Building on its 175-plus year history, Deloitte spans more than 150
countries and territories. Learn how Deloitte’s more than 345,000 people worldwide make an impact that matters at
www.deloitte.com.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network
of member firms, or their related entities (collectively, the “Deloitte organization”) is, by means of this communication, rendering
professional advice or services. Before making any decision or taking any action that may affect your finances or your business, you
should consult a qualified professional adviser. No representations, warranties or undertakings (express or implied) are given as to
the accuracy or completeness of the information in this communication, and none of DTTL, its member firms, related entities,
employees or agents shall be liable or responsible for any loss or damage whatsoever arising directly or indirectly in connection with
any person relying on this communication. DTTL and each of its member firms, and their related entities, are legally separate and
independent entities.

Member of
Deloitte Touche Tohmatsu Limited

© 2023. For information, contact Deloitte Tohmatsu Group.

bsi
ANS! National Accreditation Board

ACCREDITED

MANAGEMENT SYSTEMS
CERTIFICATION BODY

IS 669126 / ISO 27001




	Executive summary0F

