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Introduction: Why Look-through Regulation and Why Now?

By the end of 2018, approximately 40% of insurance funds were invested in other assets; From 2013 to 2018,
the compound growth rate reached 27%, which is higher than the industry growth rate of 14%.
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Exploration and Practice

Introduction: Explore the Main Practice of Look-through Regulation

Look-Through Provisions

System Design

International Capital Regulation

 Effect: To some extent, it reflects the idea of look-through supervision,
that is, the identification of the final investors or underlying assets,
but it does not complete the full look-though of capital flow

 Practice: The relevant legal provisions of US investment firms

 Financial crisis in 2008: excessively complex financial innovative
instruments with prolonged derivative-product chain and redundant
counterparties, which were dissociated from regulatory system, finally
led to the accumulation and outbreak of systemic risks

 Emphasis on post-crisis financial regulatory Reform: Improve financial
market transparency through systematic design

 Legal Entity Identifier(LEI): Breaking down the boundaries between
traditional financial subsectors

 Basel III: capital requirements for collective investment undertakings,
and supervision for controlling large exposures

 Solvency II: calculation of capital requirement for the collective
investment undertakings and other investment funds in accordance
with underlying assets or investment mandates

 Insurance Capital Standards(ICS): Put forward the guidelines for
look-through approach, referring to Basel III
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C-ROSS Phase II Look-Through Supervisory Framework（drafted）

2 Thorough 
Look-through 3 Risk 

Look-through 4 Information 
Look-through1 Comprehensive 

Look-through

Look-Through
Framework

Applicability: on a best effort basis
 Basic assets vs Non-basic assets
 Clearer categorization of asset 

risks

Definition: doctrine of strict compliance
 Investment structure vs New rule on 

asset management business 
(“The Guiding Opinions on Regulating the Asset 
Management Business of Financial”)

Risk-oriented: substance over form
 Risk Nature vs Accounting Rules
 Separate from accounting 

principles

Record: traceable and verifiable
 Information disclosure vs capital 

requirement

Horizontal Scope Vertical Scope Look Through Subject Information Disclosure

Capital Requirement 
Standards

Information 
Disclosure Standards

Financial markets have become more and more complex, whilst the financial regulations are also reforming to cope with it. Under the circumstances, look-through

regulation under C-ROSS Phase II aims to strengthen the comprehensiveness and effectiveness of the insurance regulatory system. By applying the look-through

approach on a best effort basis, we can identify investment structures and underlying assets, capture hidden risks and investment leverage, and thus evaluate the

risks more accurately. Furthermore, in combination with disclosure requirement, we can identify violations to regulations hidden by investment structures more

effectively. Compared to C-ROSS Phase I, Phase II applies to a wider scope, and is clearer in asset categorization and more scientific in risk evaluation.



Look-Through Supervisory Standards & Process (drafted)

Asset Categorization
Basic Assets are those traded in the markets sanctioned by the
State Council or Financial Supervision and Regulator Department,
with fair price, high liquidity and full disclosure, or those having no
trading market or reasonable price, but with clear underlying risk
and no nested structure, like directly held unlisted equity and real
estate investments.

Exemption Criteria
Non-basic assets, if invest mostly in actively traded and fairly priced
basic assets such as bonds, stocks and standardized debt assets etc.,
can be exempt from look-through approach when satisfying the
diversification criteria: which requires (a) the number limit of
underlying exposures, and (b) the proportion limit of the largest
underlying exposure value to the instrument’s net asset value.

Reliable Calculation
Asset information is available, sufficient and reliable. Insurers are
provided with investment mandates, financial statements, or other
verifiable documents in a timely manner, and such relevant
information is sufficient to determine parameters for calculations of
capital charge.
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Investment Assets

Asset 
classification Basic Assets

Non-basic 
Assets

Look-Through

look-through is not possible

Investment Structure Underlying Assets

Reliable
Calculation

Scaling Method

Exemption
Standards Exempted Factor-based Method

Required

No

Yes

Yes

No

+Penalty Factor

Look-Through Process
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A quantitative testing on the new rules of asset risks have been completed

recently. 40 insurance companies have attended and those companies are

varied in type(e.g. life/non-life), AUM size, risk appetite, investment

strategies and so on, which should have been a representative sample set of

the whole industry.

Type: Life/P&C/Pension/Health/Reinsurance

AUM Size：Large/Medium/Small

Shareholders：Domestic/Joint/Foreign-funded

Other：Banking/Property

Investment：Stable/Aggressive Strategies

Valuation Date: 2018Q2
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Quantitative Testing: Data Collection



Quantitative Testing: Key Findings
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Look-Through Implementation Analysis and Investment Structures


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Look-Through Implementation Analysis by Asset
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Applicability of Look-Through Exemption Criteria
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Asset Composition: Volume and Allocation
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Pre-LTA Post-LTA

 Real Estate

 Unlisted Equity
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 Non-standardized debt assets

 Standardized fixed income

 Cash and short term invt.

Standardized fixed 
income assets

Non-standardized 
debt assets Listed Equity Unlisted Equity

Pre-LTA
Post-LTA

 Deposits
 Bonds
 Bond funds
 Fixed income asset 

management 
products

 Corporate loans
 Wealth management 

products
 ABS
 Debt Plans
 Trusts & others

 Stocks
 Securities invt. funds
 Listed long-term 

Investment equity
 Equity asset 

management 
products

 others
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equity(financial)

 Unlisted equity
(strategic)

 PE investments

Industry 3.0%

3.0%

54.2%

54.7%

16.6%

16.1%

16.8%

16.8%

6.4%

7.2%

2.9%

2.3%

0% 20% 40% 60% 80% 100%

Pre-LTA

Post-LTA

33%

21%
15%

15%

16%

34%

21%
15%

14%

16%

17%

25%58%

47%

22%

31%

22%

71%

2%
5%

22%

72%

2% 4%

1%0%
6%

41%52%

91%

0%
3%

1%
5%



14

Risk Portfolio：Volume and Allocation

Pre-LTA Post-LTA Pre-LTA Post-LTA Pre-LTA Post-LTA

Default Risk

Spread Risk

Currency Risk

oversea equity

Oversea fixed income

Real Estate Risk

Equity Risk

Industry Life Non-life

45.2% 48.4%

3.0%
3.1%0.1%

0.1%8.3%
8.8%1.6%
1.6%

12.9%
13.3%

29.0% 24.7%

Pre-LTA Post-LTA
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9.7%1.7%
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13.2%
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27.0% 21.9%

Pre-LTA Post-LTA

44.0% 45.1%

0.8% 0.8%
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10.6% 10.2%

40.9% 40.2%

Pre-LTA Post-LTA

-15.3%

+2.5%
+2.1%

+7.1%

Market
+1.8%

Credit
-12.7%
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Concentration Risk：
Exposure trigger rate 11%、average risk factor 0.20%

Δ Asset Ratio Change (post LTA-pre LTA)

Equity Property Other 
investments

Corporate
Loans

Overseas 
Assets

Industry 0.1% -5.4% -6.5% 12.3% 0.0%

Life 0.0% -5.5% -7.0% 13.0% 0.0%

Non-life 0.6% -5.0% -3.2% 7.9% 0.1%

0.04%

0.16%

0.0%

0.0%

0.0%

0.1%

0.1%

0.1%

0.1%

0.1%

0.2%

0.2%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

8.0%

9.0%

Single Counterparty  Single Asset

EX Trigger Rate Weighted Average Risk Factor

3.36%

7.62%

Risk Portfolio：Concentration Risk

only one testing firm’s real estate asset exposures 
exceed the limits, mostly because its private equity 

funds significantly invested in real estate assets.

Screen to identify any breach of regulation limits

2

Legal entity and property risk threshold to total 
asset ranges from 3%-5% and 3%-8% respectively

Strengthen the oversight and regulation of 
concentration risk1
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Look-Through Impact on Capital Requirement and Solvency Ratio

-18%
-13%

-7%

19%

30%
36%

-30%

-20%

-10%

0%

10%

20%

30%

40%

 (80)

 (60)

 (40)

 (20)

 -

 20

 40

 60

#1 #2 #3 #4 #5 #6 #7 #8 #9 #10
#11
#12
#13
#14
#15
#16
#17
#18
#19
#20
#21
#22
#23
#24
#25
#26
#27
#28
#29
#30
#31
#32
#33
#34
#35
#36
#37
#38
#39
#40

ΔMC ΔMarket MC ΔCredit MC ΔSolvency Ratio



17

8.65Y

6.40Y

4.18Y

Life
Fixed-income

Life
Bonds

Non-life
Bonds

Asset Allocation：Long-Term Investment
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Industry Life Non-life

93% 93% 79%

Listed Stocks       
Real Estate

Asset Allocation：Value Investment

 A-Share  Insurers

82% 81% 90%

21%

48%

Market Value>1 Bn Yuan

41 

93 

Median MV

51%

76%

PE<30

23 

17 

Median PE

39%

80%

ROE>10%

8 

10 

Median ROE
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Why Insurers Use Investment Structure
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Capital 

Requirement

& Disclosure

Look-through can strengthen regulations on alternative investments effectively
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C-ROSS Phase II Asset Risks Project: Schedule
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Unify product statistical standards & Build registration and monitoring system

Integrate with the industrial resources to further strengthen supervision cooperation

Improve the regular data quality and inspection mechanism & Enhance accountability system

Supporting Measures to Facilitate Enactment of Look-Through

Reinforce corporate internal communication and coordination mechanism to ensure the 
quality and integrity of data and information
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Summary and Considerations of Look-Through Regulation

Summary and 
Considerations

Regulatory look-through vs market look-through

Capital requirements + information disclosure

The characteristics of insurance investment from the perspective of look-through
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