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OVERVIEW OF FINANCIAL SYSTEM CAPACITY BUILDING PROPOSALS

This overview reflects the views of participants at the inaugural meeting of

an Advisory Group convened to consider financial system capacity building initiatives.

That meeting was held in Phuket, Thailand, on 5th September 2003.   That meeting comprised private sector representatives from banks, investment banks, asset management groups and institutes’ of directors in the region, representatives of some international financial organisations, officials from some APEC economies and from ABAC and PECC.  The purpose of the meeting was to assess capacity building needs to strengthen financial systems in the public and private sectors in the APEC region, to provide an assessment of the adequacy of capacity building programs, and to consider how programs work, the funding arrangements and the role of the private sector.

Various groups were subsequently consulted and the broad program outlined below

agreed as a useful work program to guide ABAC and PECC and other interested groups

in considering initiatives to support strengthening of the region’s  financial systems. 

The papers included in the briefing materials for this meeting, are a partial response to 

the program as it has so far evolved.

Key elements of the work program:  

· A central objective is that any program be demand driven (by economies with

      identified needs).  This requires careful identification of the capacity building needs 

      where inputs from the private sector - involving ABAC and PECC interests - would 

      clearly add value to joint public private endeavours to strengthen financial systems.   

      It is also a requirement that there be liaison with relevant institutions in APEC 

      economies and with multinational and regional agencies  to identify needs.    

Four broad headings of work are as follows:

    A.   Identification of needs and the measurement of quality of programs 

  (i) in consultation with the BIS and with international and regional financial    

       institutions and regional economies,  identify capacity building needs and 

       which would form the basis  of a well formulated work program to support the

       implementation of Basel 2  by regional regulators and industry

(ii)  drawing on experiences of international and regional institutions, promote 

       measures to evaluate the impact and effectiveness of capacity building

       initiatives in promoting change and in strengthening financial systems

(iii) develop a program to identify high level regional capacity building programs 

       for APEC Ministerial consideration, including proposals for funding initiatives
   B.  Measures to improve governance structures

(i)   initiate a  pilot program involving regional banking associations and bank 

       regulators from some regional economies to develop and  promote sound 

       governance structures and practices in APEC banking systems 

(ii)  building on the work of the OECD Asian Roundtable White Paper on Corporate

      Governance,  promote the development of a framework as a benchmark to assist

      in improving corporate governance standards 

(iii)  consider measures to support work of the PECC Finance Forum on the 

       development of a bank governance scorecard

  C.  Measures to improve the policy, skills and technology base

(i)   prepare an assessment of the policy framework for the promotion, 

      development and application of financial skills - in both public

      and private sectors - in the region, with particular reference to the skills

      needed to implement Basel 2.

(ii)  consider ways to promote education and training in high level financial skills, 

       including  financial engineering skills, for people in developing Asia/Pacific

       economies 

(iii) develop guidelines on the role of private sector industry associations in the 

       promotion of national and regional financial system policies  

 D.  Specific cooperation programs for early implementation 

(i)  collaborate with the World Bank and the IMF,  to promote 

      private sector involvement in undertaking Financial Sector Assessment Programs 

      in regional economies

(ii)  based on Korean experiences, consider ways to promote the harmonisation of 

       policies to support securitisation of non-performing loans and  asset restructuring

(iii) support the ABAC/PECC conference to be convened  on 10/11th May, in

       conjunction with the 2nd ABAC meeting in Chinese Taipei on the development of 

       bond markets and capacity building in particular areas that are key to 

       bond market developments, including legal frameworks for insolvency

       and creditor rights; measures to expand the institutional investor base;

       promotion of the convergence toward International Financial Reporting

       Standards and the development of a strong regional credit rating industry

                


         --------------------------

       Two other activities of relevance were noted in Phuket (there are many others) :
               -  the Ministry of Finance Training Institute of Chinese Taipei has 

                  recently provided a training course for regional regulators to support the 

                  implementation of Basel 2

               - the Australian APEC Study Centre in conjunction with public and

                  private groups in Australia intend to provide training to members of the

                  Asian Bankers Association  in early 2004 to support the implementation of 

                  Basel 2; and two courses for regional regulators in non-life insurance in

                  the first half of 2004
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