ABAC’s 1998 Recommendations and APEC Actions

Financial Crisis



Regional Initiatives

	ABAC RECOMMENDATION
	WHAT APEC HAS ALREADY DONE
	WHAT APEC PLANS TO DO

	Establish a mechanism to enhance the credit of government bonds denominated in hard currencies and issued by affected economies through guarantees, exchangeable government bonds or collateralized bond obligations. 
	According to Leaders instructions (1998) Finance Ministers are working on an initiative to develop domestic bond markets to promote more efficient financial intermediation within APEC economies and the global financial system. In May 1998 Finance Ministers highlighted the need for further work, to be conducted in conjunction with the private sector. 
	Hong Kong-China leads a Finance Ministers initiative looking at the development of domestic bond markets (Workshop hosted by Hong Kong in 1998). Members to draft a compendium of sound practice and a website to serve as a resource centre and to facilitate information sharing. A further workshop will be held in 1999 to follow up on the implementation of the projects. 

	Develop mechanisms to cushion the impact of currency instability on the private sector, including multilateral currency swap structures where coordination of policies permits.
	
	

	Encourage the IMF to broaden its approaches to include the social implications of its programs. 
	Finance Ministers have supported the World Bank’s work on principles and good practice in social policy. They called for strengthened collaboration between the IMF and World Bank on public expenditure work that analyses the impact of fiscal choices.
	

	Establish an ongoing regional forum to promote and coordinate cooperative responses to the financial crisis. 
	In 1998 HRDWG set up a Task Force on the Human Resource & Social Impacts of the Financial Crisis. A Symposium was held in Taipei in June 1998 and a report was published in November 1998 outlining preliminary recommendations of the Task Force. 

Chief Human Resources Officer Network (Phase III) met in Bangkok in March 1999 to discuss practical steps to mitigate the impact of the current economic crisis and recovery plan.
	In 1999 the Task Force will survey the impacts on labor markets in affected economies for delivery to Leaders and Ministers in September. 

The Economic Committee has launched a two-year research project on "APEC economies beyond the Asian crisis" focusing on the challenges of restoring stability and growth from a long-term perspective. EC will deliver a progress report to Leaders and Ministers in September 1999.

	
	
	(Recommendations have been forwarded to the APEC Finance Technical Working Group for advice and input. ABAC representatives met with Finance Deputies in April and with Finance Ministers in May.) 


Individual Economy Initiatives

	ABAC RECOMMENDATION
	WHAT APEC HAS ALREADY DONE
	WHAT APEC PLANS TO DO

	a. Enhance domestic capital market infrastructure 

	Restructure bank balance sheets through loan sales and financing structures. 

 
	In recognition of the importance of adequate banking supervisory regimes (Leaders, 1998) a survey was undertaken to identify gaps/shortcomings in the supervisory framework. Findings indicated a high degree of compliance with the Basic Core Principles for Effective Banking Supervision. 
	Updated report on progress of APEC member economies towards strengthening supervisory systems. 

	Encourage foreign direct investment in domestic financial institutions to strengthen the capital bases of domestic banks and enhance their global competitiveness. 
	Thailand leads an initiative (through the Finance Ministers) on sharing privatization experiences to build cooperation and strengthen institutions. A core group meeting was held in March 1999 and it proposed that the initiative be advanced through a Privatization Forum. 
	Report to Finance Ministers on outcome of Privatization Forum ( to be held November 1989 in Thailand) 

	Undertake legal reforms to facilitate financial reorganization. 
	Malaysia, in collaboration with Australia, the US, the World Bank and ADB leads a strengthening corporate governance initiative (endorsed by Finance Ministers in 1999). Report "Strengthening Corporate Governance in the APEC Region" tabled at Finance Ministers in Langkawi. Australia has produced a compendium on its corporate governance training facilities that will be available to participants in the APEC region. 
	Economies, on a voluntary basis, to report on progress of measures to strengthen corporate governance at the next Finance Ministers meeting (2000). 

	Improve domestic capital markets through the development of liquid bond and asset-backed securities markets. 
	See bond market initiative above. 
	

	b. Alleviate corporate debt

	Establish a mechanism for restructuring corporate debt through debt-equity swaps. Develop a special exchange-rate mechanism to assist qualified companies in managing currency volatility. 
	
	

	c. Facilitate exports
	
	

	Encourage the use of securitization structures of trade receivables for trade finance. Enhance the role of export credit agencies to match the financing needs of export companies.
	
	

	
	Note: Finance Ministers Deputies are developing a tracking approach to monitor progress on implementing plans and principles to strengthen financial systems. 
	The first step is a compendium of measures undertaken by member economies in adopting international standards/codes/best practices to strengthen financial systems. The IMF and World Bank, in consultation and cooperation with the relevant international organisations, are to compile an initial matrix of such key standards. 


Global Assessment

	ABAC RECOMMENDATION
	WHAT APEC HAS ALREADY DONE
	WHAT APEC PLANS TO DO

	Conduct an assessment of the market framework within which international capital flows take place and evaluate the adequacy of current governance structures and management of the global financial system. 
	Finance Ministers Deputies have been working on initiatives aimed at strengthening the global financial system (as directed by Leaders in 1998). 
	Finance Ministers Deputies to report to Leaders in 1999, including the work of the Global Stability Forum (highly leveraged institutions, offshore centers, short term capital flows, and involving the private sector in crisis prevention and resolution). 


