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The Norindlukin Bttk(“ he Bank")iS he central bank for the agricultural,

forestry and fishery cooperatives in Japan.「 rhe mission of the Bank is to

contributc to the development of these industries and to national econoH� c

prosperity by providing financial services for the rnember cooperatives under its
umbrella. ThelBank functions as a national level central bank mainly for 740

agricultural cooperat�es(“JA")and 19088 fishery cooperat�cs(“JF")whiCh are

located in cities9 towIIs and villages natioIIwide with approxilnatcly ll■�■ion

IIleコnbers (as of Apri1 1 20C19, the saコne applies hereinafter) serVing in the

agriculture,fisheries and forestry industries,as well as for 38 prefectural banking

federations(``Shin40ren")of JA and 30 prefectural banking fedcrations

t`ShingyOren'')Of Jtt al1 0fwhich are the Bank's shareholders(“member bankぎ)
and depositors.

The total amount of deposits placed at both the JA and JF stand at

approxiコnately 85 trillioll yen (out Of Whicl1 74 trillioll yen is in retail deposits)ぅ

which accounts for nearly 10ワうof the retail deposits in Japano Residual funds that

are deposited with the Bank through Shinnoren and Shingyoren after loans have

been made to their cooperative lnembers by JA and JF amount to approxilnately

36 trillion yen..

In the thee―ticr JA Bank Group System that consists of JA,Shinnoren and the

Bank,thc requirements for lninil■u■l deposits from member cooperatives to theif

umbrella organization have been set within the Clroupう s Basic Polcy under the

provisions of the law for JA Bank Group Syste■ 1)which is known as the“ Act on

Enhanccment and Restructuring of the Credit Business Conducted by The

Norinchukin Bank and Speciied Agricu■ ural and Fishery Cooperative Savings

lnsurance Cooperation". Almost an membcr cooperatives have instituted the

■�nilnum deposit requircments into their Articles of lncorporation.Furthermore,

as deterrence to non―compliance, the System can take an action to expel any

member cooperative that can not keep the requirements constantly.Supported by

those well―disciplined regilncs, the Bank's financial ties with the member

cooperatives are extremely strong.



The Bank provides its l■ember coopcratives with appropriate functionahty by

providing financial inter】mediation to mect needs not only of its member

cooperatives but also of its individual IIlcコnbers and end uscrs(farIIlersぅetc,).The

Bank also returns profits to its lncmber cooperatives by rnanaging their funds in a

centralized and efficient rnanner.

A number of cooperative financial institutions silnilar to our group exist not
only in Japan but also around the world,including in the mttOr G20 nations,
They assume mttor rOles mainly in the retail banking sector.The Norinchukin
Bank is an associate rnember of the European 蝸́sociation of Co―operative Banks

(“EACB'').

The Bank highly respects thc Colrllrlittee's efforts and appreciates the

opportunity to comme�  on the consultat� e documents(``血 ese documents")

issued by the Basel Committec on Banking Super� sion(“the committee'').

The Bank,as a member of the Japanese Bankers Association(“ JBズ
'),has

already issued a comment through the J王 :A on topics and issues that are of

common interest among Japanese banks.

In the following paragraphs,the]Bank subHits co■llnentS that it would like to

emphasize among the JBA comments and additional comments that are specinc

to the Bank as being the central cooperative bank,which is unique in tcコms of

business lnodel and organizational characteristics.

Executive SuHlinary

l  General Topics

(1)General Considerations
・  Prior to the finahzation of the reforHl proposals,due consideration should

be given to the extent of the impact the rcforms will have on the financial

system and eventually on the real economy. At the same tiine, deeper

studies should be undertaken in order to find the right balance bctween the

stability of the financial systeIIl to be achieved through the introduction of

the reforins on the one hand and Jmarkct functioning to be constrained and

econo■lic costto be incrcased by the reforms on the other hand.

・   The combined and cumulative impacts of numerous reforms that are

currently under consideration need to be examined so that thc reform

proposals will be  adjusted  appropriately.  It  is  also  necessary  that
consistency be achicved among various regulatory proposals.
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(2)Measures to mitigate unwanted impacts that radical changes may

have on the real economy

・   The reforms may require international harmonization in the medium

tcrl■,but their implemcntation modalities and tilnelines necd to take into

account each country's circumstances to a ceFtain extent based on thc fact

that economic and financial circumstances as well as fundamental systems

for accounting and taxation vary froni country to country.

Phase―in and sufficient grandfathering provisions are esscntial for the

iinplementation of the new regilne.

(3) COnsiderations for the specinc constitution and business l■ odels of

the cooperative anancial institutions

a   Standards that are tailored to joint…stock financial institutions should not
be lmechanically apphed to the cooperative financial institutions.The]Bank

strongly requests that the specific organizational characteristics and

business lnodels of the cooperative inancial institutions be fuユy taken into

account so that the standards will be substantively fair to all forms of

banking institutions.

2  specirlc Topics

(1) Quality of Capital

a  crite�a governing inclusion in the Common Equity component of

Tier l

・   The Bank strongly supports the intent of Footnote No.19 of these

consultative documents, which clearly state, “ taking into account their

specific constitution and legal structure'',and specify that the standards lbr

capltal requirements that are tailored to Joint stock financial institutions will

not be rnechanically applied to the cooperative financial institutions。

b  lnvestlments in the capital of cenain banHng,flnancial and insurance

entities that are outside the regulatory scope of consolidation

(Capital deduction of exposures to rlnancial institutions in the
holdings ofindex securities)

・    The ilnplementation of proposed deduction requirements for indcx

securities will work to constrain ユ exible risk management of banks, as

changes are constantly made to the allocation of index securities holdings

so that thc risk of the entirc portfolio is controlled appropriately.  In

addition, the proposed requiremcnts to look through holdings of index
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securities and to deduct holdings of common stock in financial institutions

are excessive and disproportionately costly relative to the intended results

of the requircmcnts. Given all this, it will be appropriate not to deduct

holdings of common stock in financial institutions fronl index securities

portfolios.

( 2 ) R I s k  C o v e r a g e

a  A multiplier for the asset value correlation for large rlnancial

institutions

D  The application of a highcr asset value correlation cAVC)multiplier will

have a sig�ficant impact not just on both the illvestment and funding
activities but ultimately on the financial inteコmediary activities of financial

institutions.The impact should be sufficicntly exaHlined.Furthcコ more,the

requirements need to take into account thc differences in types of

transactions.Apossible application of lower rnultipliers,for instance,needs

to be considered for rnoney markettransactions between banks.

(3) Leverage Ratio

a  POsitiOning of the leverage requirements

The leverage ratio requiremcntsクeven if they are to be introduccdクshould

not be included in the Pillarl requirements, on the grounds that the

requircments may generate such side―effects as a possible deterioration in

the quahty of assets held by financial institutions. Moreover, accounting

systems and tax systems vary significantly from country to country9 and

this poscs difficulties for achicving truly fair standards for financial

institutions on a global level.

b  Treatコ ment of high quality liquid assets

a   The exclusion of high quahty liquid asset holdings froni the leverage

ratio is appropriate so as to ensure consistcncy with the liquidity

requircments that encourage increased holding of high quahty liquid asscts.

(4)Procyclicality Control

a Treat】ment of prorlt distribution constraints on the central cooperative

banks

Retail banking services in thc cooperative banking system are assumed
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mainly by its member banks,For such reason,a mcchanical application of

the restrictions on the distribution of profits to the l■ember cooperatives by

thc central cooperative banks will disrupt retail anancing capabilities of the

mcmber cooperatives.The real econoIIly may be adversely impacted and

the procyclicality may rathef bc enhanced as a result.  It is at least

inappropriatc to require a mechanical application of restFiCtiOns on

distribution of profits from thc central cooperativc banks tQ their

mcmbership cooperativcs, or to enforce the one― size―fits―all tablc as

i■ustratcd in the documcnts.

(5) Liquidity Require】 ments

Positioning of the liquidity requirements

Lttquidity risk profile is rather unique to each inancial institution.

Therefore,  the  ■quidity  management  approach  that  cmploys  a
one―size―fits―all set of metrics does not work for this particular catcgory

without  causing  significant  distortions.  Therefore,  the  liquidity

requirements should be positioned as Pillar2 requirements,

二五quidity risk―related standards are going to be introduced on a global

levcl for the first tilne.Therefore,a trial period of at least a year should be

established prior to their official introduction so that all of the parties

concerned will be able to ilmprove thcir undcrstanding on trends,

assessments and other rnetrics relating to thc liquidity information.

The treat】ment of deposits placed at the central cooperative banks

Froni cooperative】 membership banks on the calculation of LCR and

NSFR

The Bank strongly requests inclusion of a clear statement in the

standards,providing that the calculation of liquidity ratios with respect to

deposits at the central cooperative banks frona their me� bership

cooperatives will be based upon the original deposit attribution at thc

membership cooperative level.

c  E,isclosure of Liquidity‐related information

・   Liquidity―related infoコmation l■ay incur reputational risk.Therefore,its

information should not be disclosed until markets acquire the ability of

accuratc interpretation of liquidity riskぃrelated data.
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‖ cOmments

l   General Topics

Topics and

Discussion points

Consultative

Document Title

ParattraDh No.

Co】mment

( 1 )
General Topics

“Strengthening

the resilience

ofthe banHng

sector"

1-17

60-64

Thc Norinchukin Bank generally

supports  the  principles  of  the

ComHlittee's initiatives, as a result

of the recent financial crisis, to

promote a more resilient financial
syste■n as well as to closc the

regulatory gaps among nations by

strengthcning  both  capital  and

liquidity requirement frameworks so

that the risk of the real economy

being adversely ilnpacted by the

inancial tuコ ■oil in the banking

scctor is lnitigated

Prior to thc finalization of the

refor】m proposals,due consideration

should be given to the cxtent of the

ilnpact the refoコms will have on the

financial system and eventua■ y on
the real economy.At the same til■ e,

careful  econoH� c  and  inancial

studies at both the Hlicro and macro

levels should be undertaken in order

to find the right balance between thc

stability of the financial systerl to

be achieved through the introduction

of the reforlns on the onc hand,and

market functioning to be constrained

and cconomic cost to be increased

by the reforms on the other hand.

Considerable attention must also

be paid to address the combined and

cumulative effccts brought about by

the   refoコ ms   of   regulator勇

accounting and other rules and

standards that are being discussed

concurrcntly. It is also important to

ensure   that   consistcncy   and

harmonization are achieved across
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such rules and standards.

It is cxtremely ilnportant that

these   regulatory   reforms   are

implemented consistcntly across all

countries and inancial institutions,

and on a level playing ield based on

the fact that legal and accounting

systems differ among nations and

likewise organizational

characteristics    differ    among

financial institutions. The refonns

need to provide true level―playing

foundations for the global financial

system   to   achieve   sounder

development.

( 2 )
Measures to

Hlitigate unwanted

iinpacts that

radical changes

may have on the

real econoコny

“Strengthening

the resilience

ofthe banHng

sector"

1-17

60-64

econo■1lc      and financial

circumstances  as  well  as  the

fundamental systems for accounting

and taxation vary from country to

country.

Phase―in   and   sufficient

grandfathering   provisions   are
essential for the implementation of

the new regilne,taking into account

thc still unstable global economy

and thc real econo■lic conditions of

each nation.

At least for the コ noコnent, rcal

econoHlics and financial systems

vary among G20 member nations,

For instance, too hasty adoption of

drastically changed standards to the

色nancial instit■tions in Japan which

are currently experiencing genuine

deflation would cause a massive

negative impact on the nation's real

economy, and this is a causc for a
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malor concern,

( 3 )
Thoughts

regarding specinc

constitution and

Business lnodels of

cooperative

rlnancial

institutions

“Strengthening

the resilience

ofthe banHng

sector"

1-17

60-64

Standards that are tailored to

joint―stock  financial  institutions

should not be mechanically applicd

to   the   cooperative   financial

institutions silnply for the sake of

achicving supcrficial harmonization.

The Bank strongly requests that the

OFganiZational  characteristics  and

business models of each financial

institution  be  fully  taken  into

account so that the standards、vill be

substantively fair to all foコms of

banks.

The   cooperative   financial

institutions assume important role in

the inancial system mainly in the

retail banking sector of a number of

G20 member nations. The Bank

urges full understanding of and

respect  to  the  fact  that  the

縦 :T猛 黒 弼

atiだ

lr掛

century9 have come to form their

distinctive capital structures and

systems of collecting funds by

means of deposits within the group

in a hierarchical manner so as to

provide    appropriate    financial
inteコmediation to meet needs not

only of its lnember banks but also of

their individual membcrs and end

users (farコnCrs, etc.) aS Well as to

manatte their funds efficiently.
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2  specinc Topics

Topics and

Discussion points

Consultat� e

Document Title

Paragraph No.

Co】mment

′
Ｅ
ヽ )Quality OfCal ital

Criteria

governing
inclusion in the

Colmlllon equity

component of

Tier l

“Strengthening

the resilience

oFthe banHng

sector"

87

The Bank strongly supports the

intent of Footnote No.19 of the

consultative   documcnts,   which

clearly state, “taking into account

their specific constitution and legal

structurc"ク and specify hat

standards for capital requirements

that  are  tailored  to  joint  stock

financial institutions wi■ not be

mechanically   applied   to   the

cooperative financial institutions,

Any portion of thc capital of the

cooperative  financial  institutions

wHch is deemed virtually equivalent

to ttat of ioint stock anandal

institutions  in  terms  of  10SS

absorption capacity  and in view of

its  quality  and  reality9  should

naturally bc treated cqually under

the same criteria

Invest】ments in

the capital of

certaln banHng,

flnancial and

insurance

entities which

are outside the

regulatory scope

of consolidation

(Capital

deduction of

exposures to

nnancial

institutions in the

holdings of index

securlties)

Same as above

101

Chven  the  fact  that  index

securities holdings are managed to

control the market risk of the entire

portfolio,rather than to take the risk
of specific financial instttutions,the

allocation  of  index  securities

■oldings in the entire portfoho

changcs  constantly.  Under  such

circumstances,the requirements will

work to  constrain  flexible  risk

management of banks.

Moreover,   the   proposed

requirements  to  look  through

holdings  of index  securities to

deduct holdings of common stock in

financial institutions are excessive

and   disproportionately   cos■ y

relative to the intended results of the

9



requlrements.

The holdings of index securities

that include common stocks in

financial institutions have already

been charged against capital in the

numerator using the internal lnodels

market―based approach for equity

exposurc,  Thereforeラ thc proposed

deduction requircment represents a

double  counting  of thc  capital

burden,This double counting could,

in theorヵbe avoided if re―collection

of thc past daily for sufficiently long

period  data  excluding  relevant
financial institutions     for

recalibration    were    available.

However,    in    reahttt    such

re―collection of such detailcd and

accurate data is not feasible.

In view of a■  of the reasons

aboveぅ it will be appropriate not to

deduct holdings of co■llnon stock in

financial institutions within index

sccuritics portfolios from capital.

(2)Risk Covera廻 e

Aコ nultipher for

the asset value

correlation for

large ttnancial

institutions

Same as above

135-140

Thc application of a higher asset

value correl江ion cAV9 multiplier

will have a significant impact not

iuSt On both investment and funding
activitics but ultiinately on the

financial intcrmediary activities of

financial institutionso  Such impact

should be sufficiently exa■ �ned.

Furtheコ■ore,  the  requirementsク

rathcr than being applied solely on

thc basis of inancial institutions'

assets size and business type, need

to take into account the differences

in the types of transactions that are

carried out,

For   daily   money   market

transactions between banks that

arise along with the provision of

credit  to  the  Feal  eCononl沸   a
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possible  application  of  lower
multiplicrs  may  need  to  be

considered  separately  from  the

derivatives transactions that are

allnost cxclusively in the exPosureS

among financial institutions,

It is not possible at this point to

present    concrete    calibration

proposals  for  of  higher  AVC
multipliers to mttor financial

institutions, as the proven analysis

of the concrete definition or thc

correlations of mttor financial
institutions is not available.

Resihencc to the spillover effects

among financial institutions in the

period of stress will be strengthened
by the increased requirements for

hquidity  fisk  management  that

rcnect lessons froni thc reccnt

financial crisis. Howeverぅ  capital

charges lnay well be excessive if thc

multiplicr is calibrated on the basis

of coffelations that existed prior to

the introduction of new standards

the liquiditw standards

1 “IIo、v Canレ vcragc Rcgulations Work for thc Stabilization of Finandal Systcms?''

(3) Leverage Ratio

a POsitioning of l Same as above
・   Thc apphcation of various l■etrics

is  deeコned  cffective  in  verifying

soundness of financial institutions.

The leverage ratio requirements,

howeveL should not be included in

the Pillarl requirements even if they

are to bc adopted.・
器鴨r捜部雷沼
i絋
]鷲翠}

issued by thc Bank of Japan in

March 2010, may curtail leverage,

but are hkely to generate various

side effects at the same time. For

requirements  1 202～ 206

■
■



instancc,  the  requirements  may

deteriorate the quality of assets held

by financial institutions and damage

the soundness of thcir rnanagcment.

In other wordsぅinancial institutions

may try to shift their assct portfolios

froコn safe assets to riskicr assets in

their atteIIlpt to maxittlize expected

utility,  One  cxample  of  such

side―effects can be found in Japan`s

experience of the accumulation of

■o■―pcrforH�ng assets under the

leverage regilne during the years of

the asset―inflated ccono■�c bubbles

in the lnid-1980s.

Furthermore,  the  accounting

systems  and  tax  systems  vary

significantly  from  country  to

countrち whiCh hamper the process
toward achicving truly level playing

deld for financial institutions on a

宜lobal level.

b Treat】ment of

high quality

liquid assets

Same as above

219

The  ComHlittee,  in  these

documents,   has  expressed  its

intention to assess the intcraction of

the leverage ratio and hquidity

requirements, Even if the leverage

ratio  requirements  are  to  be

introduced,it is necessary to exclude

high quality ttquid assets fro■l the

leverage  ratio  so  as  to  ensure

consistency  with  the  ■ quidity
requirements    that    encourage

increased holding of high quality

liquid asscts.

(4) IProcyClicality Control

Treat】ment of

prorlt
distribution

constraints on

the central

cooperative

banks

Same as above

38-40

254-259

E    It is inappropriate to require a

mechanical     application     of

restrictions on distribution of proits

from the central cooperative banks

to their lnembership cooperatives,or

to enforce a one―size―fits―all table as

illustrated in these documents,
日     As  integral  part  of  the
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macro―prudence    policies,     a
comprehensive   and   exhaustive

ilnpact analysis should be conducted

prior  to  the  introduction  of

procyclicality   control   measures
along with the analysis on the

requirements for risk―based capital

adequacy   ratios   and   various

cross―boarder rules and standards

including accounting standards.
D     Furtherl■ore,  retail  banking

services in the cooperative banking

system are assumed mainly by its

member coopcrat�es←�t C00pS).
Therefore, a mechanical application

of the restrictions on the distribution

Of   P■OfitS   to   the   member

cooperativcs   by   the   central

coopcrative banks will not only

disturb the pFOCeSS of improving the

soundness  of  the  cooperative

financial group as wholeク  but may

also destabihze business standings

and   disrupt   retail   financing

capabilities of their member banks,

The possibility even exists that the

real economy may bc adversely

impacted and thc procyclicality may

rather be accelerated as a resu■.
。   Withdrawal of capital buffers for

profit  distributions  and  otheF

purposes should be controlled and
adiuSted through the establshed

governance mechanlsm of member
cooperatives  that  are  also  thc

sharcholders    and    end― users

でbenefiCiaries)   Of   the   centFal
cooperative  banks,  taking  into

account thc financial positions of

both the central coopcrative banks

and the member tives.

・    1五quidity risk profile is rather
unique to each inancial institution

13‐



requirements ofthe banHng

sector"

50-56

“International

fra】mework for

hquidity risk

measurement,

standards and

monitoring"

1-6

and,thercfore liquidity requirements

should be positioned as Pillar2

requirements.
・    Liquidity risk profile  largely

dcpcnds on business models of

diffcrent   types   of   financial

institutions  such  as  commercial

banksラ  investl■ent  banksぅ   and

settlement banks. Accordingly, thc

required size of the liquidity buffer

for each financial institution is to be

deteコnined by the risk inanagement

frameworks   that   they   have

established, Therefore, an approach

based on a one―  size―fits―all set of

metrics will not work in ■ quidity
risk management witho■ t causing

signiacant distortions,
日    one Of the factors that  are

bchcved to have prevcnted liquidity

risk  from  materializing  among

Japancse banks during the recent

financial crisis is the effectiveness of

thorough  and  detailed  liquidity

management    practices    made

possible by the close communication
that  has  been  held  between

supervisors and individual ttnancial

institutions on a daily basis, With

such  reahty  in  ■ �nd,  liquidity

requirements will work bctter if they

are  induded  in  the  Pillar2

requircments.
B    Lttquidity―related standards are

going to be introduced on a global
levcl for the first tilne. Therefore,a

trial period of at least a year should

be established prior to their official

introduction so that all of the parties

concerned will bc able to improvё

thcir  understanding  on  trends)

assessl■ents  and  other  metrics

relating to the liquidity information.

14‐



b Treat】ment of

deposits at the

central

cooperative

banks from its

membershiP

banks on the

calculation of

liquidity ratio

“International

仕almework for

liquidity risk

measurement,

standards and

monitoring"

41-56

82-86

The  Bank  strongly  requests

inclusion of a clear statement in the

standards,   providing  that  the

calculation of liquidity ratios with

respect to deposits at the central

cooperative  banks  frorrl  theif

membership cooperatives will be

based upon the original deposit

attribution at the membership bank

←hit COOp)leVel.

Although i■llncdiate depositors of

the ccntral cooperative banks are
“
financial  institutions"  in  foコ■,

funds  are  deposited  with  the

umbrella organization based on the

distinctive organizational

characteristics of the cooperative

banking   system.   Under   the

cooperative banking systenl, each

unit   cooperative   bank   takes

houschold retail deposits from its

ind�idual member(1.e.farmersぅ

etC・)   and   deposits   thc   funds
internaⅡy within the group in a
hierarchical fashion,  Thc central

cooperative banks use these funds to

provide    appropriate    financial
inteコmcdiation within the group as

well  as  to  manage  the  funds

efficiently,Therefore,the dcposits at

the ccntral organization from its

membership  cooperatives  are  as

stable  as  the  primary  customer

attribution(1.e・aggregation of small

retail acc()unts).

In addition to the aforementioned

characteristics,the cooperative bank

system under the umbre■ a of the

Bank has reinforced disciplinary

regime to ensure the stability of

deposits from member cooperatives

to their umbrclla organization,

In fact, the requirOments for

■linimum deDOSitS froni member

‐15‐



cooperatives  to  their  umbrella

organization havc been set within

the group's Basic PoLcy undcr thc

provisions of the law for JA Bank
Glroup Syste■1, which is known as

the  “Act  on Enhancement  and

Restructuring of the Credit]Busincss

Conducted by The Nottnchukin

Bank and Speciied Agicultural and

Fishery   Cooperative   Savings

lnsurance Cooperation", Almost all

member cooperatives have instituted

the minimum deposit requirements

into their Articles of lncorporation,

Furtheコmore,  as  deterrence  to

non―complianceぅ the System can

take an action to cxpel any member

w■o can not keep thc requiremcnts

constantly,  Supported  by  those

well―disciplined  frameworks,  the

flows of funds between the member

banks and the Bank havc been

highly stable.

Bascd on the above夕  the Bank

considers it appropriate that the

deposits at the central coopcrative

banks on the calculation of the

liquidity ratio should be based upon

the original deposit attribution at the

IIleコnbership   cooperatlves   ぐunit
coopⅢ level.

C Liquidity‐related

information

disclosure

Same as above
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・   二五quidity risk―related information

may   incur   reputational   risk.

Therefore, its inforination should

not be  disclosed until  ■ larkets

acquire  the  ability  of  accurate

interpretation     of     hqlidity

risk―related data.
・   The Bank supports the idea of

enhanced disclosure  of hquidtty

risk―related  information  to  the

supervisors.    However,    casual

disclosure of liquidity risk―related

information beforc markets acquire
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