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NCOIL PUBLIC HEARING WILL EXPLORE CREDIT DEFAULT SWAP REGULATION
Washington, DC, December 29, 2008 — How are, and should, credit default swaps be regulated?  What role do the states and the National Conference of Insurance Legislators (NCOIL) have in the regulation of credit default swaps?  Under federal law, may states—through their insurance statutes—insist upon certain standards in the design of credit default swap contracts?  Are standards regarding reserving, insurable interest, and solvency needed in the credit default swap market?

Seeking answers to these questions and more, NCOIL has scheduled a public hearing to develop insights into the proper regulation of credit default swaps and to explore what responsibility and role state officials should have in regulating the marketplace.  The hearing of the NCOIL Steering and Financial Services & Investment Products Committees will be held on Saturday, January 24, from 11:00 a.m. to 3:00 p.m., in New York, New York.   

NCOIL Financial Services Committee Chair Assem. Joe Morelle (NY) said: 

NCOIL’s public hearing could not be timelier.  While credit default swaps may provide important market liquidity and enable institutions to distribute risk, there are also dangers associated with these contracts.  There is considerable risk that the unfolding financial crisis could result in the bankruptcy or restructuring of major companies—triggering trillions of dollars in credit default swap payments.  Such events could send tsunami-like shock waves throughout an already devastated financial marketplace.

NCOIL President Senator James Seward (NY) commented, “We look forward to a robust discussion with participation by all interested parties, including regulators and consumer and industry representatives.  All perspectives are welcome as we begin our analysis of the credit default swap market.”  

The NCOIL President continued, “Credit default swaps have been identified as one of the root causes of the collapse at American International Group (AIG) and the turmoil in the global economic marketplace.  NCOIL legislators—as state officials who have maintained stability in the insurance marketplace during financial crises—want to ensure that this previously unregulated market receives proper oversight.”  

Those wishing to testify at the hearing must submit a request-to-testify form and an electronic copy of their written testimony to NCOIL by January 16, 2009.  The notice of hearing and the request-to-testify forms are available on the NCOIL Web site at www.ncoil.org.

The public hearing follows the approval of a 2009 NCOIL Financial Services & Investment Products Committee charge to explore the role of credit default swaps and other financial instruments, develop a position, and communicate to legislative colleagues regarding public policy implications.

The hearing is scheduled to be held at the Marriott Marquis.

The NCOIL Steering Committee comprises NCOIL Officers, past presidents, and Committee Chairs.  

NCOIL is an organization of state legislators whose main area of public policy interest is insurance legislation and regulation.  Most legislators active in NCOIL either chair or are members of the committees responsible for insurance legislation in their respective state houses across the country.  

For further details, please contact the NCOIL Washington, DC Office at 202-220-3014, or by email at mhumphreys@ncoil.org.
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