2.


	Document: AGFSCB 25-008

Draft: FIRST
Source: AGFSCB Chair

Date: 4 May 2005

Meeting: Beijing, China


 AGENDA ITEM 11:        PAPER 7

ADVISORY GROUP ON APEC FINANCIAL SYSTEM CAPACITY BUILDING

THIRD MEETING, BEIJING, 10TH MAY 2005

Agenda Item 11:  Proposal for workshop on cross-border implementation of    

                              Basel 2.

Background

On 3rd September 2004, a dialogue, proposed by ABAC and PECC, was held in Santiago,

Chile, sponsored by ABAC Chile, the Chilean Banking Association and the Chile-Pacific

Foundation.   The dialogue was attended by around 200 representatives of the banking communities of Chile, Peru, Argentina, Spain, Australia and Mexico and was promoted as a capacity building initiative to promote the implementation of Basel 2 in Latin American APEC economies.   The Superintendent of Banks and Financial Institutions of Chile and the Advisory to the Peruvian Banking and Insurance Supervisor, made major presentations on the progress and challenges in their respective economies in implementing Basel 2.    (A copy of the report of the meeting is included in the ABAC online website).

At the meeting, issues arising from the cross-border implementation of Basel 2 were raised.  Mr. Manuel Mendez,  Chief Risk Officer to the Executive Committee of the Bank, 

BBVA, of Madrid.   He noted that risk management by necessity has to be integrated in a multinational enterprise and so common approaches by jurisdictions to the timing of implementation and to the way regulators would interpret Basel 2 was highly relevant to boards and management and to shareholders and investors.

Subsequently, Mr. Mendez prepared a draft of relevant principles that might be considered as a private sector input into the issues relating to cross-border implementation of Basel 2.

A draft of the principles is attached.    This was subsequently discussed by ABAC Finance at its meeting in February 2005 with a representative of the banking policy unit of the Ministry of Finance of Mexico, who advised that the principles were well founded.  ABAC

Finance agreed that efforts should be made to discuss the principles with banking regulators and with other private bankers so as to advance thinking on best approaches to cross-border implementation.     

With that in mind, ABAC Finance has approached SEACEN, the South East Asian Central Banks Research and Training Centre and proposed a joint workshop, involving ABAC and PECC and SEACEN be convened at the Centre in Kuala Lumpur, at around the time of ABAC's third meeting of 2005,  now scheduled to be held from 31st July to 3rd August.

One central objective of such a workshop would be to discuss in an informed way the key issues involved in cross-border implementation, using the Draft Principles as a key input.

We would seek to involve regional regulators and regional bankers and representatives of the BIS and the Basel Committee in such a workshop.   A second objective would be to prepare a working paper that could be presented as an input to APEC Finance Ministers and to regional regulators and bankers (importantly through the Asian Bankers' Association) on this aspect of implementation.

SEACEN has advised its strong interest in working with ABAC and PECC on this proposal.

Next steps

SEACEN is currently reviewing its training schedule to see if a workshop in Kuala Lumpur at around the time proposed will be feasible.   If it is, ABAC and PECC and SEACEN will

organise the agenda and the program and the speakers to ensure an effective workshop.

SEACEN has agreed to provide secretarial and administrative support.   ABAC and PECC will seek the support of the Asian Bankers' Association in informing bankers in the region of the workshop.

ABAC and PECC would greatly value receiving the views of the Advisory Group

on this proposal. 

Coordinator, 

Advisory Group
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