
 

Meeting Between Staff of the Federal Reserve System and  

Representatives of Guy Carpenter 

June 30, 2026 

 

Participants:  Anna Lee Hewko, Cecily Boggs, Lars Arnesen, and Abigail Roberts (Federal 

Reserve Board); Rene Aiguesvives (Federal Reserve Bank of New York)  

  

Michael Shemi and Jeffrey Kohn (Guy Carpenter) 

 

Summary:  Staff of the Federal Reserve System met with representatives from Guy Carpenter 

regarding the agencies’ Basel III notice of proposed rulemaking (Basel III proposal) and the 

agencies’ standardized approach for risk-weighted assets notice of proposed rulemaking 

(standardized proposal).  Specifically, the representatives suggested changes to certain aspects of 

the proposals, including revising the definition of eligible guarantor. 
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Introduction

2

1
We are pleased to meet to discuss our response to the federal banking 
agencies’ NPR question to update the definition of eligible guarantor in the 
bank regulatory capital framework

2
The definition of eligible guarantor should be updated to explicitly include 
investment grade subsidiaries of larger organizations that have investment 
grade debt outstanding, allowing diversified multiline (re)insurers to qualify 
as eligible guarantors

3
This narrow change maintains safeguards the rule has in place related to 
wrong-way risk, but aligns with the operational reality and economic 
substance of the credit risk transfer (CRT) market and multiline (re)insurers

4
A revised eligible guarantor definition would remove long-standing ambiguity 
that has hindered US banks from accessing (re)insurance CRT solutions, 
which has put US banks at a competitive disadvantage compared to other 
global regulated financial institutions

5
This update would also meet a variety of policymaker priorities related to 
boosting the competitiveness of smaller banks that do not have large sales & 
trading operations, and would find it much less costly to access 
(re)insurance capital and risk management tools 
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The Marsh Advantage

3

• Analytics – Actuarial and Catastrophe 
Modeling

• Strategic Planning, Capital, and 
Growth Initiatives

• Analytics Advisory
• Business and Market Intelligence
• Ratings Advisory
• Regulatory, Liability, and

Contract Advisory

Global Analytics and Advisory

• Program Administration 
– Contracts
– Accounting
– Claims

• Treaty Reinsurance
• Facultative Reinsurance 

• Line of Business or Product-
Specific Expertise

Reinsurance 
Solutions

Centers of 
Excellence/Segments

Client Support
Services

Global 
Capital Solutions
• GC Securities
• Global Risk Solutions
• Capital and Advisory

We build the confidence to thrive through the power of perspective
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The current requirements to qualify as an eligible guarantor 
below should be updated to include the suggested text: 

(2) An entity (other than a special purpose entity):

I. That at the time the guarantee is issued or 
anytime thereafter, has (or, if the entity is 
investment grade, is controlled by an entity 
that has) issued and outstanding an
 unsecured debt security without credit 
enhancement that is investment grade;

II. Whose creditworthiness is not positively 
correlated with the credit risk of the exposures for 
which it has provided guarantees; and

III. That is not an insurance company engaged 
predominately in the business of providing credit 
protection (such as a monoline bond insurer or 
re-insurer).

12 C.F.R. § 3.2 (definition of “eligible guarantor”).

Our Narrow Text Change

Questions 22 & 51, which are identical, to update the definition 
and recognition of “eligible guarantor” in the bank regulatory 
capital framework referenced in the March 19, 2026 NPRs

1. More granular LTV-based risk-weights for mortgages along with 
recognition of credit enhancement with sound counterparties

2. Removal of capital deductions of MSRs and reducing risk-
weights from 250% to 100%

3. Reduce warehouse lines of credit to non-bank mortgage market 
participants from 100% to 50% risk

4. Better recognize CRT and expand definition of Eligible 
Guarantors

Eligible Guarantor Definition

The agencies seek comment on the 
requirement that the entity has issued and 
outstanding an unsecured debt security 
without credit enhancement that is 
investment grade to meet the definition of 
an eligible guarantor. What, if any, 
alternatives to this requirement should the 
agencies consider to help ensure that 
eligible guarantors can be expected to 
perform on guarantees, and what would the 
pros and cons of those alternatives be?
– FDIC, FRB, OCC
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An Updated Eligible Guarantor Definition Clarifies Ambiguity 

5

This proposal retains the existing unsecured investment-grade debt requirement while clarifying that the it may be satisfied through the guarantor 
itself or an appropriately creditworthy parent organization

• This provides greater legal and supervisory certainty without broadening relief to lower-credit-quality counterparties 
• The Bank Policy Institute, the American Bankers Association, and Consumer Bankers Association have called for the complete elimination of 

the investment grade debt requirement – our proposal is much narrower

This update would meet a variety of policymaker priorities:
• Governor Bowman has 1) called for better recognition of credit risk transfers in the bank regulatory capital framework that reflect the substance 

of such transactions, 2) said there is room to improve transparency of regulatory communication, and 3) called for leveling the playing field for 
smaller institutions

• The House Financial Services Subcommittee on Housing and Insurance has recognized the benefits of (re)insurance CRT in a number of 
forums

The lack of clarity around eligible guarantors puts all US banks at a competitive disadvantage as other global regulated financial institutions routinely 
use (re)insurance CRT solutions; this update removes ambiguity that has effectively blocked U.S. banks from accessing these tools

This update is also essential for smaller banks that face higher barriers to entry in CRT capital market execution relative to larger institutions with 
dedicated capital markets and trading capabilities; these smaller banks would find it far more challenging, relative to their larger bank competitors, to 
launch capital markets CRT

The current definition does not account for the operational reality in which investment grade (re)insurance subsidiaries 
do not typically issue unsecured corporate debt and instead it is the parent that issues unsecured investment grade debt 
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Bank CRT/SRT Market Continues to Grow & Evolve Quickly

6
Source: IACPM

Protected Tranche Size By Region1

9yr CAGR 
= +25%

0% 10%

Global Bank CRT/SRT market reached ~$35bn in risk transferred in 2025 (Figures below in EUR)

1Does not include placed senior tranche volume
SRT: Significant Risk Transfer, term used outside of US to describe bank CRT

Protected Tranche Size By Issuer1 Protected Tranche Participant Type1
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https://www.smarthomeamerica.org/partners/fannie-mae

• Overwhelming regulatory support from the Federal 
Housing Finance Agency (FHFA)

• Reference a variety of single family and multifamily 
mortgage products

• CRT integrated into the GSEs enterprise capital and risk 
management frameworks

• Risk transferred on syndicated basis to both capital 
markets and (re)insurance markets

The Government Sponsored Enterprises (Fannie Mae & 
Freddie Mac, the GSEs) have launched highly successful 
and programmatic mortgage credit risk transfer programs

Mortgage CRT in the US

7
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Consistent with Basel III Endgame Objectives

• Promotes prudent risk transfer
• Reduces concentration risk and preserves financial stability
• Diversifies sources of loss-absorbing capital from outside of the 

banking system

Strong Capitalization & Diversified Business Model
• Regulatory capital requirements are designed to absorb severe 

stress events – in practice, significant excess capital above 
regulatory requirements

• Financial strength independently evaluated by multiple rating 
agencies 

• Conservative balance sheets supported by long-duration liabilities

Robust Regulatory Oversight
• Comprehensive prudential supervision and risk-based capital 

monitoring designed to ensure timely payment of claims
• Regular stress testing and Own Risk and Solvency Assessment 

(ORSA)
• Investment restrictions and reserving oversight

Proven Performance Across Economic
and Market Cycles 

• Global Financial Crisis

• COVID and major catastrophe years
• Banking stress in 2023

Investment Grade (Re)insurers Provide Resilient, Well-
Capitalized Risk Transfer Capacity

8
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Reinsurance CRT Execution Offers Several Benefits, Especially 
for Smaller Issuances

9Source: Guy Carpenter and Freddie Mac

Advantages of reinsurance CRT execution relative to 
capital markets:

• De minimis issuance costs (no underwriting, 
legal, or rating agency fees) makes reinsurance 
highly attractive for smaller issuances, where 
fixed issuance costs would be uneconomical 
given deal size 

• Significantly less pricing volatility – reinsurance 
rates did not dislocate in 2020 and 2022 in 
contrast to structured capital markets

• CRT covering forward flow business is the norm 
for reinsurance, eliminating warehouse risk
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We are leaders in risk, strategy and people. One company, with four global businesses,
united by a shared purpose to build the confidence to thrive through the power of perspective.
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General Disclaimer:  Statements or analysis concerning or incorporating tax, accounting or legal matters are general observations or applications based solely on our experience as reinsurance brokers and risk consultants and may not be relied upon 
as tax, accounting or legal advice, which we are not authorized to provide. All such matters should be reviewed with the recipient’s own qualified advisors in these areas. The data, analysis, summaries, marketing materials, or other work product 
(collectively, the “Materials”) provided by Guy Carpenter are provided “as is,” without warranty of any kind whether express or implied.  The information contained in this document is based on sources we believe reliable, but we do not guarantee its 
accuracy or completeness. Recipients are cautioned not to place undue reliance on the contents, calculations or any forward-looking statement within the Materials. Guy Carpenter undertakes no obligation to update or revise the Materials, whether 
as a result of new information, research, future events, or otherwise. The Materials are not a contract or an offer to enter into a contract, understanding or any other type of agreement concerning a potential business relationship. Guy Carpenter is not 
conveying or transferring any intellectual property rights in the Materials, absent a specific, written agreement, in each instance. If any trademarks and service marks are contained herein, they remain the property of their respective owners. If you 
have viewed the Materials in a publication, or you can reasonably expect that Guy Carpenter may release the Materials to unaffiliated recipients, the information therein is not intended to be taken as advice with respect to any individual situation and 
cannot be relied upon as such. 
With respect to any Materials developed for clients, prospects or other direct recipients:  No person or entity shall disclose, copy, or reproduce the Materials or any portion thereof in any form to any third party without Guy Carpenter’s prior written 
consent in each instance, except that our clients may release the materials to their reinsurers, auditors, rating agencies and regulators. In the event that the client or direct recipient discloses the Materials or any portion thereof to any permissible third 
party, the client shall adopt the data and analysis as its own. The Materials are intended to be used solely for the purpose of internal evaluation of the individual or business entity to which we release them directly, unless Guy Carpenter has provided 
specific, written consent to the contrary, in each instance. Guy Carpenter serves as an advocate for its clients and owes no duty of care to third parties arising out of the Materials, even if they are forwarded to such third party by our client with Guy 
Carpenter’s consent. Each recipient shall protect the confidentiality of the Materials to the same degree as it would protect its own information, but in any event limit the disclosure of such Information only to its employees, partners and directors who 
have a need to know, provided that the recipient shall ensure that each such person adhere to these confidentiality obligations. Recipients shall use a reasonable degree of care to ensure that the Materials are shared and used only for the intended 
purpose. 
With respect to any analytics output:  Analytics results in the Materials are generated with software models provided by a third-party modeler, using proprietary risk assessment technology. Developing models to estimate losses resulting from 
catastrophes or other large-scale events is an inherently subjective and imprecise process, involving judgment about a variety of environmental, demographic and regulatory factors. The assumptions and methodologies used by the modeler in 
creating the models may not constitute the exclusive set of reasonable assumptions and methodologies. The use of alternative assumptions and methodologies could yield materially different results. Also, the output of the models depends on data 
and inputs supplied by others, and any gaps, inaccuracies, or changes to the inputs can substantially affect the output.  Where applicable, any estimated cash flows may vary significantly from amounts actually collected, particularly in the event that a 
reinsurer is unwilling or unable to perform in accordance with the terms of the reinsurance contract. These Materials are based upon data provided by our client(s), prospective client, or third parties. The accuracy of such data has not been 
independently verified by Guy Carpenter. Neither Guy Carpenter, its affiliates, nor their respective officers, directors, agents, modelers, or subcontractors guarantee or warrant the correctness, completeness, currentness, merchantability, or fitness for 
a particular purpose of such data. In no event will Guy Carpenter or any modeler, SaaS provider, or subcontractor  (collectively, “Providers”) be liable to recipients for loss of profits or any other indirect, special, incidental and/or consequential 
damages of any kind howsoever incurred or designated, arising from any use of the Materials or the performance of the subject company, products or services. The Provider information and intellectual property contained in the Materials is provided 
under license to Guy Carpenter and is proprietary and confidential. 
With respect to any actuarial analysis:  The Materials are not intended to be a complete actuarial communication. Upon request, we can prepare one. We are available to respond to our clients’ questions regarding our analysis. There are many 
limitations on actuarial analyses, including uncertainty in the estimates and reliance on data. We will provide additional information regarding these limitations upon our client’s request.  As with any actuarial analysis, the results presented herein are 
subject to significant variability. While these estimates represent our best professional judgment, it is probable that the actual results will differ from those projected. The degree of such variability could be substantial and could be in either direction 
from our estimates.
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