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IADI UPDATES
IADI and State Corporation Deposit Insurance Agency of Rusia held International Conference in Moscow. Prior to the International Conference, The
IADI Executive Council at its 55th EXCO Meeting elected Mr. Giuseppe Boccuzzi as Vice Chair of the Executive Council (EXCO) on 30 May 2018.
See page 3

BCBS UPDATES
BCBS issued various publications in 2nd Quarter 2018. They are: Treatment
of extraordinary monetary policy operations in the Net Stable Funding Ratio; Progress in adopting the “Principles for effective risk data aggregation
and risk reporting”, Capital treatment for simple, transparent and comparable short-term securitisations; Criteria for identifying simple, transparent and comparable short-term securitisations; and Fourteenth progress
report on adoption of the Basel regulatory framework.
See page 5

FSB UPDATES
FSB Publications and Progresses and FSB meetings in various regions are
reported and highlighted in this section. They include guidance on bail-in
execution and resolution funding to promote G-SIB resolvability and the
launching of thematic peer review on bank resolution planning.
See page 9

IDIC UPDATES AND ACTIVITIES
This section provides information on banking stability and deposit insurance updates in Indonesia. It also highlights progress of technical assistance from IMF to IDIC.
See page 18

IDIC Global Updates is a periodical newsletter issued by IDIC International Affairs Group aims to update IDIC
Staffs and relevance stakeholders on international initiatives in promoting stability and resilience of financial
services industry. Whilst we have used our best endeavours and efforts to ensure accuracy of the contents, we
do not hold any or represent that the respective opinions are accurate and therefore shall not be held responsible for any inaccuracies.
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IADI UPDATES – 2Q 2018
International Association of Deposit Insurers Announces Appointment of
New Vice Chair of the Executive Council
13 June 2018

The IADI Executive Council elected Mr. Giuseppe Boccuzzi as Vice Chair of the Executive Council (EXCO) of
IADI on 30 May 2018 for a one-year term, at its 55th EXCO Meeting held in Moscow, Russia.
Mr. Giuseppe Boccuzzi, Director General of the Interbank Deposit Protection Fund (Fondo Interbancario di
Tutela dei Depositi) of Italy, has had a long career as an officer at the Bank of Italy in roles within the banking
and financial supervisory area, especially as the representative to the Basel Committee on Banking Supervision from 2006 to 2008. He also participated in the work of the European Commission for the preparation of
the 94/19/EC Directive on Deposit Guarantee Schemes, and was appointed to the Financial Stability Forum's
Task Force on Dealing with Weak Banks, in collaboration with the World Bank and the International Monetary
Fund.
Mr. Boccuzzi was recently reappointed for a further three-year term as IADI’s Europe Regional Committee
Chairperson. In addition, commencing from early 2018, Mr. Boccuzzi led a Working Group which produced
the IADI Code of Ethics and Conduct.
The Vice Chair of the Executive Council will act for the Chair of the Executive Council in the event of the
Chair’s absence. When acting for the Chair, the Vice Chair is primarily responsible for the effective operation
of the Executive Council, and for making presentations and representing the Executive Council as appropriate. The Vice Chair assists the Chair in ensuring that the relationship between the members of the Executive
Council and the Secretary General facilitates IADI fulfilling its mandate.
Mr. Boccuzzi stated that he would ensure his commitment and collaborative experience is dedicated in support of the Chair of the Executive Council, in the pursuit of IADI’s objectives.

The International Association of Deposit Insurers and State Corporation
Deposit Insurance Agency held International Conference in Moscow
8 June 2018

IADI in collaboration with State Corporation Deposit Insurance Agency of Russia organized international conference in Moscow in May 2018. The conference was attended by more than 150 participants from 45 jurisdictions. The conference was addressed by the Governor of the Bank of Russia, Elvira Nabiullina, and Mr.
Katsunori Mikuniya, the President of IADI, Chair of the IADI Executive Council and Governor of the Deposit
Insurance Corporation of Japan (DICJ). In her welcoming remarks, Governor Nabiullina pointed out that the
focus of the conference was very timely as modern technologies transform the financial market, and deposit
insurers should be active participants of this transformation.
“The technological decisions that are implemented in the Russian deposit insurance system should make
interaction of the Deposit Insurance Agency with failed banks’ depositors and creditors more user-friendly
and easy. Deposit insurance payouts, filing of creditor claims and access to the results of their consideration,
receipt of abstracts from registers of claims, repayment of loans and finding out the size of indebtedness… –
all such actions and requests are planned to be made in the electronic form”, said Governor Nabiullina.
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In his address to the conference participants, President Mikuniya stressed the important role that IADI plays
in setting standards of deposit insurance and spoke of the current phase of implementation of IADI’s Strategic Goals: promoting deposit insurance system compliance with the Core Principles; advancing deposit
insurance research and policy development; and providing Members with technical support to modernise
and upgrade their systems.
A number of distinguished speakers addressed the conference, including those representing deposit insurers
from all over the globe, international financial organisations, central banks, and private businesses. The conference participants paid special interest to the speech of Stephen Murchison, Chair of the Financial Stability
Board’s (FSB’s) Financial Innovation Network and Advisor to the Governor of the Bank of Canada, who elaborated on the FSB work on systematisation and analysis of developments in financial technologies (Fintech),
identification of risks and benefits that arise, and development of internationally agreed approaches to the
regulation of financial innovations.
During the conference sessions, the participants discussed a number of emerging issues including the implementation of new technologies, the development of communication channels for interacting with banks’
depositors and creditors, and the challenges for deposit insurers arising from Fintech developments that
need to be addressed. The panelists stated that accessibility of services provided by deposit insurers should
be coupled with adequate measures for ensuring the safety of personal data and minimisation of losses that
depositors could face.

IADI Welcomes New Members
Dates

Institutions

Membership Category

6 May 2018

Deposit Guarantee Fund of Rwanda / National Bank of
Rwanda

Member

6 May 2018

National Bank of Cambodia

Associate

19 April 2018

Deposit Protection Fund of Uganda

Member

19 April 2018

Bank of Uganda

Associate
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BCBS UPDATES – 2Q 2018
BCBS issued various publications in 2nd Quarter 2018, range from Standard to Implementation Report. List of publications during this period are as follows:

Table 1: BCBS Publication
Dates

Type of Publication

Titles

29 June 2018

Standard

Treatment of extraordinary monetary policy operations in the
Net Stable Funding Ratio

21 June 2018

Implementation Report

Progress in adopting the "Principles for effective risk data aggregation and risk reporting"

14 May 2018

Standard

Capital treatment for simple, transparent and comparable
short-term securitisations

14 May 2018

Sound Practices

Criteria for identifying simple, transparent and comparable
short-term securitisations

23 April 2018

Implementation Report

Fourteenth progress report on adoption of the Basel regulatory
framework

Treatment of extraordinary monetary policy operations in the Net Stable
Funding Ratio
29 June 2018

The Basel Committee on Banking Supervision has approved a technical amendment which is related to the
treatment of extraordinary monetary policy operations in the Net Stable Funding Ratio (NFSR).
Prior to this, paragraph 31 of the net stable funding ratio (NSFR) standard refers to central bank liquidity-providing operations and, more specifically, to the treatment of the encumbered collateral for the term of the
transaction. However, it is silent about central bank liquidity-absorbing operations and the required stable
funding (RSF) factor for receivables (or claims) vis-à-vis the central bank. Under certain circumstances, the
current treatment may negatively impact the ability or readiness of banks to participate in liquidity absorbing
operations by central banks in the form of secured transactions with maturities longer than six months.
To introduce greater flexibility in the treatment of extraordinary central bank liquidity-absorbing monetary
policy operations and ensure a balanced treatment of all central bank operations under the NSFR, the Committee has made a technical amendment to the NSFR standard to allow reduced RSF factors for central bank
claims with a maturity of more than six months. The following text would be added to paragraph 29 and
applies to extraordinary liquidity-absorbing monetary policy operations:
“In the case of exceptional central bank liquidity absorbing operations, claims on central banks may receive a
reduced RSF factor. For those operations with a residual maturity equal to or greater than six months, the RSF
factor must not be lower than 5%. When applying a reduced RSF factor, supervisors need to closely monitor
the ongoing impact on banks’ stable funding positions arising from the reduced requirement and take appropriate measures as needed. Also, as further specified in paragraph 31, assets that are provided as collateral
for exceptional central bank liquidity providing operations may receive a reduced RSF factor which must not
be lower than the RSF factor applied to the equivalent asset that is unencumbered. In both cases, supervisors
should discuss and agree on the appropriate RSF factor with the relevant central bank.”
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Effective immediately, this amendment to the NSFR standard allows reduced required stable funding factors
for central bank claims with a maturity of more than six months, subject to a floor of 5%. This amendment
aims to provide greater flexibility in the treatment of extraordinary central bank liquidity-absorbing monetary policy operations.

Progress in adopting the "Principles for effective risk data aggregation and
risk reporting"
21 Juni 2018

The Basel Committee on Banking Supervision published its latest progress report on banks' implementation
of the Principles for effective risk data aggregation and reporting. The Principles, issued in January 2013, aim
to strengthen banks' risk data aggregation and risk reporting with a view to improving their risk management,
decision-making processes and resolvability.
The progress report is based on the results of a self-assessment survey completed by authorities with supervisory responsibility for global systemically important banks (G-SIBs). The report reviews G-SIBs' progress in
implementing the Principles in 2017. A previous progress report, published in March 2017, assessed implementation during 2016.
The assessment covered 30 G-SIBs designated in 2011-12 that were required to adopt the Principles by January 2016. It notes that in 2017 most G-SIBs made, at best, marginal progress in implementing the Principles.
G-SIBs have found it challenging to comply with the Principles, due mainly to the complexity and interdependence of IT improvement projects. As a result, the expected date of compliance has slipped back for many
banks.
In view of this outcome, and to promote further adoption of the Principles, the Basel Committee has made
the following recommendations:
● Banks should continue to implement the Principles according to the roadmaps agreed with their supervisors and consider how implementation would benefit other data-related initiatives and requirements;
and
● Supervisors should maintain their emphasis on ensuring that banks fully implement the Principles. This
includes meeting with banks' boards of directors and/or senior management in 2018 to receive updates
on implementation progress. Supervisors should also continue to promote home-host cooperation in
relation to the implementation of the Principles by global banking groups.
The Committee will continue to monitor G-SIBs' progress in adopting the Principles and plans to conduct the
next assessment in 2019.

Capital treatment for simple, transparent and comparable short-term
securitizations
14 May 2018

The Basel Committee on Banking Supervision issued the Capital treatment for simple, transparent and comparable short-term securitizations. This standard supplements the Criteria for identifying simple, transparent
and comparable short-term securitizations issued jointly with the International Organization of Securities
Commissions (IOSCO).
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The standard sets out additional guidance and requirements for the purpose of applying preferential regulatory capital treatment for banks acting as investors in or as sponsors of simple, transparent and comparable
(STC) short-term securitizations, typically in asset-backed commercial paper (ABCP) structures. The additional guidance and requirements in this standard are consistent with those for STC term securitizations set out in
the Committee's July 2016 revisions to the securitization framework. Provided that the expanded set of STC
short-term criteria are met, STC short-term securitizations will receive the same modest reduction in capital
requirements as other STC term securitizations.
The standard incorporates feedback collected during the public consultation conducted in July 2017. Changes
made include setting the minimum performance history for non-retail and retail exposures at five years and
three years, respectively, and clarifying that the provision of credit and liquidity support to the ABCP structure can be performed by more than one entity, subject to certain conditions.
The short-term STC framework takes effect immediately. Similar to the STC framework for term securitizations, implementation of the STC short-term framework is not mandatory. Jurisdictions which consider that
implementation costs exceed potential benefits retain the option not to implement the STC framework.

Criteria for identifying simple, transparent and comparable short-term
securitizations
14 May 2018

The Basel Committee on Banking Supervision (BCBS) and the International Organization of Securities Commissions (IOSCO) issued the Criteria for identifying simple, transparent and comparable short-term securitizations (the short-term STC criteria), which are available on the BCBS and IOSCO websites.
The short-term STC criteria aim to assist the financial industry in its development of simple, transparent and
comparable short-term securitizations. The criteria maintain and build on the principles in the Criteria for
identifying simple, transparent and comparable securitizations issued by BCBS-IOSCO in July 2015. The criteria published today take account of the characteristics of asset-backed commercial paper (ABCP) conduits,
such as (i) the short maturity of the commercial paper issued, (ii) the different forms of programme structures and (iii) the existence of multiple forms of liquidity and credit support facilities.
The criteria incorporate feedback collected during the public consultation conducted in July 2017. Changes
made include clarifying that the criteria do not automatically exclude equipment leases and auto loan and
lease securitizations from the short-term STC framework.
Similar to the STC criteria for term securitizations, the short-term STC criteria are non-exhaustive and
non-binding. Additional and/or more detailed criteria may be necessary based on specific needs and applications. The BCBS has concurrently issued the Capital treatment for simple, transparent and comparable
short-term securitizations outlining how the short-term STC criteria could be incorporated into the regulatory
capital framework for banks.

Fourteenth progress report on adoption of the Basel regulatory framework
23 April 2018

This updated progress report on adoption of the Basel regulatory framework provides a high-level view of
Basel Committee members' progress in adopting Basel III standards as of end-March 2018.
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The report focuses on the status of adoption of all the Basel III standards to ensure that they are transformed
into national law or regulation according to the internationally agreed time frames. The report is based on
information provided by individual members as part of the Committee's Regulatory Consistency Assessment
Programme (RCAP).
The report includes the status of adoption of the Basel III risk-based capital standards, the leverage ratio, the
standards for global and domestic systemically important banks (SIBs) and interest rate risk in the banking
book (IRRBB), the net stable funding ratio (NSFR), the large exposures framework and the disclosure requirements. The report includes for the first time the finalised Basel III post-crisis reforms published by the Committee in December 2017, which will take effect from 1 January 2022.
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FSB UPDATES – 2Q 2018
A

FSB Publications and Progresses

FSB publicly consults on Cyber Lexicon
2 July 2018

The Financial Stability Board (FSB) published a draft Cyber Lexicon for public consultation. The draft lexicon
comprises a set of 50 core terms related to cyber security and cyber resilience in the financial sector.
The Cyber Lexicon is intended to support the work of the FSB, standard-setting bodies, authorities and private sector participants, e.g. financial institutions and international standards organisations. A lexicon could
be useful to support work in the following areas:
● Cross-sector common understanding of relevant cyber security and cyber resilience terminology;
● Work to assess and monitor financial stability risks of cyber risk scenarios;
● Information sharing as appropriate; and
● Work by the FSB and/or standard-setting bodies to provide guidance related to cyber security and cyber
resilience, including identifying effective practices.
The FSB developed the lexicon in response to a request from G20 Finance Ministers and Central Bank Governors at their October 2017 meeting. The FSB delivered a stocktake report to that meeting on existing publicly
available regulations and supervisory practices with respect to cyber security in the financial sector. Ministers
and Governors asked that the FSB continue its work to protect financial stability against the malicious use
of Information and Communication Technologies, noting that this work could be supported by a common
lexicon of terms that are important in the work.
After considering the responses to this consultation, the FSB will finalise the lexicon for delivery to the G20
Leaders’ Summit in Buenos Aires in November of this year.

FSB publishes guidance on bail-in execution and resolution funding to
promote G-SIB resolvability
21 June 2018

The Financial Stability Board (FSB) published two guidance documents to assist authorities in implementing
its Key Attributes of Effective Resolution Regimes for global systemically important banks (G-SIBs). The guidance documents were issued for public consultation in November 2017 and have been revised in light of the
comments received during the consultation. The guidance will support the application of the overall policy
framework to end “too-big-to-fail”.
Together with the final guidance the FSB published feedback notes setting out how responses to the November public consultations have been incorporated into the final guidance.
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Principles on Bail-in Execution
Bail-in within resolution is at the core of resolution strategies of G-SIBs. It helps achieve a creditor-financed
recapitalization by way of a write-down and conversion of liabilities into equity that minimizes impacts on
financial stability, ensures the continuity of critical functions, and avoids exposing taxpayers to loss.
The guidance sets out principles to assist authorities as they make bail-in resolution strategies operational.
The principles cover:
● disclosures on the instruments and liabilities within the scope of bail-in;
● valuations to inform and support the application of bail-in;
● processes to suspend or cancel the listing of securities, to notify creditors, and to deliver new securities
or tradeable certificates following entry into resolution;
● securities law and securities exchange requirements during the bail-in;
● processes for transferring governance and control rights to a new board and management for the firm
emerging from resolution; and
● communications to creditors and the market at large.
Funding Strategy Elements of an Implementable Resolution Plan
This second guidance document covers the development of a resolution funding plan for G-SIBs. It builds on
the FSB’s August 2016 Guiding Principles on the temporary funding needed to support the orderly resolution
of a global systemically important bank (G-SIB) and existing supervisory and resolution guidance on liquidity
risk management and resolution planning. The guidance covers:
● firms’ capabilities to support monitoring, reporting and estimating funding needs in resolution and executing the funding strategy;
● the development of resolution funding plans by authorities;
● the reliance on firm assets and private funding as preferred sources of funding in resolution;
● access to temporary public sector backstop funding mechanisms and ordinary central bank facilities; and
● information sharing and coordination between authorities.

FSB launches thematic peer review on bank resolution planning and invites
feedback from stakeholders
4 June 2018

The Financial Stability Board (FSB) is seeking feedback from stakeholders as part of its third thematic peer
review on resolution regimes, which it has recently launched. The objective of the review is to evaluate
implementation by FSB jurisdictions of the resolution planning standard set out in the FSB Key Attributes of
Effective Resolution Regimes for Financial Institutions and in associated guidance in relation to banks. The
Key Attributes are the international standard on resolution regimes, and form a key component of the FSB’s
policy framework to address the risks associated with institutions that are too-big-to-fail.
The peer review will cover resolution planning for all domestically incorporated banks in FSB member jurisdictions that could be systemically significant or critical if they fail, i.e. global systemically important banks
(G-SIBs), domestic systemically important banks (D-SIBs) and any other banks that could be systemic in failure
and that are included in resolution planning at a jurisdictional level. Given that FSB work in recent years has
been primarily focused on resolution planning for G-SIBs, the review will focus in particular on banks other
than G-SIBs and will explore the extent to which, and how, expectations set out in FSB guidance are applied
to these institutions.
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The Summary Terms of Reference provide more details on the objectives, scope and process for this review.
A questionnaire to collect information from national authorities has been distributed to FSB members. The
responses will be analyzed and discussed by the FSB later this year. The peer review report will be published
in the first half of 2019.
As part of this peer review, the FSB invites feedback from financial institutions, industry and consumer associations plus other stakeholders on the aspects of bank resolution planning covered by the peer review. This
could include comments on:
● the adequacy and nature of requirements and practices for resolution planning in FSB jurisdictions, including proportionality considerations for different types of banks;
● the nature and scope of guidance by authorities in relation to resolution planning;
● experiences and challenges from the development of resolution strategies and plans, including in a
cross-border context;
● the adequacy of public disclosures on bank resolution planning; and
● experiences and challenges in addressing barriers to resolvability, and implications for resolution planning.

FSB publishes second consultation on unique product identifier (UPI)
governance
26 April 2018

The Financial Stability Board (FSB) published a second consultation on the proposed governance arrangements for the unique product identifier (UPI). This second consultation, which follows an initial consultation
in October 2017, sets out proposals for the governance arrangements for a global UPI, as a key harmonized
identifier designed to facilitate effective aggregation of transaction reports from over-the-counter (OTC) derivatives markets.
G20 Leaders agreed at the Pittsburgh Summit in 2009, as part of a package of reforms to the OTC derivatives
markets, that all OTC derivatives transactions should be reported to trade repositories.1 A lack of transparency in these markets was one of the key problems identified by the financial crisis. Trade reporting, by providing authorities with data on trading activity, is a key part of efforts to identify and address financial stability
risks from these markets.
The primary purpose of the UPI is to identify the product that is the subject of an OTC derivatives transaction. The Committee on Payments and Market Infrastructures (CPMI) and the International Organization of
Securities Commissions (IOSCO) published their finalized technical guidance on the UPI in September 2017.
Under the Technical Guidance, a unique UPI code would be assigned to each distinct OTC derivative product
and would map to reference data elements with specific values that together describe the product. To use
the data from trade reporting effectively, it is important for authorities to be able to aggregate reporting not
only to consider institution-specific risks but also to consider system-wide risks.
Today’s FSB consultation document asks additional targeted questions to assist the FSB in reaching conclusions on aspects of the governance arrangements for the UPI system. Topics include fee models and cost
recovery, intellectual property, standardization, competition among UPI Service Providers and arrangements
for a UPI Reference Data Library. The FSB expects to reach conclusions on these issues and to designate one
or more UPI Service Providers by mid-2019.
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FSB publishes toolkit to mitigate misconduct risk
20 April 2018

The Financial Stability Board (FSB) today published Strengthening Governance Frameworks to Mitigate Misconduct Risk, which provides a toolkit that firms and supervisors can use to tackle the causes and consequences of misconduct.
The toolkit completes an important element of the FSB’s 2015 Work plan on Measures to Reduce Misconduct
Risk to promote incentives for good behavior through:
● standards and codes of behavior, such as the FX Global Code, and reforms to benchmark-setting practices;
● the toolkit of measures to address misconduct in wholesale markets developed by the International
Organization of Securities Commissions, based on national approaches; and
● guidance on the use of compensation tools to promote good conduct, which will be followed up by recommendations on national data collection on compensation and conduct.
Mitigating misconduct requires a multifaceted approach. The toolkit identifies 19 tools that firms and supervisors could use to strengthen governance frameworks in three overarching areas identified by the FSB as
part of its earlier work on misconduct, namely:
● Mitigating cultural drivers of misconduct – including tools to effectively develop and communicate strategies for reducing misconduct in firms and for authorities to effectively supervise such approaches.
● Strengthening individual responsibility and accountability – including tools that seek to identify key responsibilities or functions in a firm and assign them to individuals to promote accountability and transparency.
● Addressing the “rolling bad apples” phenomenon – including tools to improve interview processes and
onboarding of new employees and for regular updates to background checks to avoid hiring an individual with a history of misconduct.
The toolkit provides a set of options based on the shared experience and diversity of perspective of FSB
members in dealing with misconduct issues.
Jeremy Rudin, Canada’s Superintendent of Financial Institutions and Chair of the FSB’s Working Group on
Governance Frameworks that led this work says that “This toolkit provides firms and supervisors with practical approaches and techniques to improve conduct and strengthen accountability and governance frameworks. It will contribute to financial stability by promoting behaviors that will inspire public confidence in the
global financial sector.”
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FSB Meetings

FSB RCG for Europe discusses recovery and resolution, interest rate
benchmarks and market-based finance
27 June 2018

The Financial Stability Board (FSB) organized Regional Consultative Group (RCG) for Europe in Florence.
The meeting discussed financial vulnerabilities, including global and regional macroeconomic and financial
market developments.
In the meeting, members received an update on the work of the FSB, including the outcomes of the FSB’s
recent Plenary meeting. The FSB’s 2018 workplan focuses on (i) monitoring the financial system to identify
emerging risks, including those related to crypto-assets; (ii) completing the G20’s financial reform priorities;
(iii) evaluating policies that have been implemented to ensure the reform programme is efficient, coherent,
effective and addressing any unintended consequences, and (iv) optimising how the FSB works to maximise
its effectiveness.
Interest-rate benchmarks in individual jurisdictions within the RCG Europe were the next topic for discussion.
Members of the group discussed the reforms put in place across Europe. Members discussed the implementation of EU benchmark legislation and the issues authorities face to ensure the transparency, reliability and
improved governance and supervision of benchmark rates.
Members then discussed progress in work to transform shadow banking into resilient market-based finance.
Members noted that market-based finance provides a valuable alternative to bank funding and helps to
support real economic activity, but it may also pose risks for financial stability. The group discussed the importance of implementing the FSB’s recommendations to address vulnerabilities from asset management activities, including those being operationalised by the International Organization for Securities Commissions.
The meeting was preceded by an informal seminar on current issues in bank recovery and resolution. European authorities are currently developing legislation to implement the FSB’s standard on Total Loss-Absorbing Capacity that is designed to ensure that a failing bank has sufficient loss-absorbing and recapitalisation
capacity available.

FSB RCG for the Americas discusses RegTech, crypto-assets, sovereign risk
and work to reduce misconduct risk
6 June 2018

The Financial Stability Board (FSB) organized Regional Consultative Group (RCG) for the Americas in Asuncion.
Members of the FSB RCG for Americas began their meeting by considering vulnerabilities in the global financial system. They discussed underlying fragilities in the region, particularly the increased reliance on
external funding and the high levels of debt, both private and public, in an environment of global recovery,
inflation returning toward targets, and financial tightening. Although economies in the Americas have better
fundamentals than at the time of the 2013 taper tantrum, some vulnerabilities have worsened, especially the
overall leverage in the economy.
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The meeting continued with a discussion on the regulatory treatment of sovereign exposures. They began
by considering the Basel Committee’s Discussion Paper on The Regulatory Treatment of Sovereign Exposures. They discussed the role that sovereign exposures play in the banking system, financial markets and
the broader economy, and the risks that they may pose and exchanged views on the ideas in the Discussion
Paper.
Members also discussed how FinTech and RegTech can play a role in improving the effective implementation
of measures related to anti-money laundering and countering the financing of terrorism (AML/CFT). Money
laundering and terrorist financing risks are a concern in certain areas of the FSB’s work, including its action
plan to address the decline in correspondent banking relationships and its analysis of the potential financial
stability implications of crypto-assets.
Members then turned their attention more broadly to how crypto-assets, which are still small relative to the
overall financial system, may have an impact on the financial landscape and potential implications for financial stability. Members also exchanged views on other regulatory aspects involved with crypto-assets and the
role of central banks and financial regulators, given the rapid growth of crypto-asset markets and the growing
involvement of retail investors.
Members of the RCG Americas were updated on the FSB’s current and planned activities, which are pivoting
from policy development to implementation and evaluation of reforms. The FSB’s 2018 work plan focuses
on (i) monitoring the financial system to identify emerging risks, including those related to crypto-assets;
(ii) completing the G20’s financial reform priorities; (iii) evaluating policies that have been implemented to
ensure the reform programme is efficient, coherent, effective and addressing any unintended consequences,
including evaluating the effects of the reforms on infrastructure finance; and (iv) optimizing how the FSB
works to maximize its effectiveness.
The meeting concluded with a discussion of how to address misconduct in the financial sector, which can
harm consumers and undermine trust in financial institutions, thereby weakening the ability of the financial
system to allocate capital to the real economy. Members discussed the role of governance frameworks, including culture, within a firm and of individual accountability in mitigating misconduct risk. The session drew
upon the FSB’s recently published paper Strengthening Governance Frameworks to Mitigate Misconduct
Risk: A Toolkit for Firms and Supervisors.

FSB RCG for Asia discusses cross-border resolution, effects of the reforms,
FinTech and RegTech, and efforts to reduce misconduct risk
11 May 2018

The Financial Stability Board (FSB) organized Regional Consultative Group (RCG) for Asia in Kuala Lumpur
hosted by Bank Negara Malaysia.
Members of the FSB RCG for Asia began by considering vulnerabilities in the global financial system. They
exchanged views on the global financial system, noting in particular the high levels of debt. They observed
that financial conditions have tightened, but remain supportive of near-term growth. Focusing on emerging
Asia, members examined lending trends, comparing in particular, the current period with that immediately
prior to the Asian financial crisis in 1997 and before the global financial crisis. They observed that the share
of cross-border lending to Asia that is being undertaken by Asian banks is increasing, and considered the
reasons for this trend and possible implications.
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Members received an update on the FSB’s current and planned activities, the intent of which are to reinforce the
G20’s objective of strong, sustainable and balanced growth. Its current work focuses on (i) a vigilant monitoring
of emerging risks, including those related to crypto-assets; (ii) completion of the G20’s financial reform priorities, including addressing the decline in correspondent banking relationships, reducing misconduct risk, enhancing the resilience and resolvability of central counterparties and the further development of market-based
finance; (iii) pivoting to policy evaluation to ensure that the reforms are operating as intended, and to identify
and deliver adjustments where appropriate; and (iv) optimising the FSB’s work to maximise its effectiveness.
The meeting considered the resolution of large systemic banks and other financial institutions, particularly in
a cross-border context. In this regard, RCG members discussed implementation in the region of the FSB’s Key
Attributes of Effective Resolution Regimes for Financial Institutions challenges they are facing, as well as information sharing arrangements and other cross-border arrangements such as memorandums of understanding.
Members turned their attention to the regulatory treatment of sovereign exposures and effects of the G20
reforms. They began by considering the Basel Committee’s Discussion Paper on The Regulatory Treatment of
Sovereign Exposures.2 They discussed the role that sovereign exposures play in the banking system, financial
markets and the broader economy, and the risks that they may pose. Against this backdrop, they reviewed
the existing treatment of sovereign exposures in the regulatory framework and exchanged views on ideas put
forth in the Discussion Paper. Separately, members discussed how authorities can strike an appropriate balance
between strengthening financial sector resilience and continuing to support effective financial intermediation.
Members discussed the role that FinTech and RegTech can play in improving the effective implementation of
anti-money laundering and countering the financing of terrorism (AML/CFT) measures. Money laundering and
terrorist financing risks are a concern in the context of several areas of the FSB’s work, including its efforts to
address the decline in correspondent banking and growth in crypto-assets. They discussed steps that the official
sector could take to promote innovation that mitigates money laundering and terrorist financing risks and in
particular, shared experiences with know-your-customer utilities.
The meeting concluded with a discussion of how governance regimes that clearly define and assign responsibilities to specific individuals within a firm, and then holding those individuals accountable for the outcomes of
their responsibilities, may reduce the risk of misconduct. Members discussed the extent to which supervisory
authorities should be involved in defining individual roles and responsibility within a firm and what methods are
most effective to hold individuals accountable. This session drew upon the FSB’s recently published paper on
Strengthening Governance Frameworks to Mitigate Misconduct Risk: A Toolkit for Firms and Supervisors3 and
the discussion on strengthening individual responsibility and accountability contained therein.

FSB RCG for Middle East and North Africa discusses remittances,
infrastructure finance, crypto-assets and work to reduce misconduct risk
5 May 2018

The Financial Stability Board (FSB) organized Regional Consultative Group (RCG) for the Middle East and
North Africa (MENA) in Istanbul.
The meeting began with an update on the FSB’s current and planned activities, which are pivoting from
policy development to implementation and evaluation of reforms. The FSB’s 2018 work plan focuses on (i)
monitoring the financial system to identify emerging risks, including those related to crypto-assets; (ii) completing the G20’s financial reform priorities; (iii) evaluating policies that have been implemented to ensure
the reform programme is efficient, coherent, effective and addressing any unintended consequences; and
(iv) optimizing how the FSB works to maximize its effectiveness.

16

Members of the RCG MENA next discussed the potential implications for regional financial stability of the
global recovery combined with tightening financial conditions and uncertain outlook for oil prices.
Members expressed concern at the continuing decline in correspondent banking relationships, which has
contributed to the reduction in remittance service providers’ access to the banking system. Such trends
impact the ability of foreign workers to send international payments and may drive some payment flows underground, with potential adverse consequences on trade, growth, financial inclusion, as well as the stability
and integrity of the financial system. In this context, Members discussed the recent FSB recommendations to
improve remittance service providers’ access to banking services.
Members turned their attention to the issue of infrastructure financing, which is a prerequisite for economic growth, job creation and poverty reduction in emerging market and developing economies (EMDEs). The
Group acknowledged the financing gap to cover EMDE investment needs in an environment of constrained
fiscal resources and discussed the potential effects of financial regulation on the participation of the private
sector in infrastructure projects. The Group was briefed on the ongoing work by the FSB to evaluate the
effects of financial regulatory reforms, including an evaluation on infrastructure financing taking place this
year.
Members then discussed how to address misconduct in the financial sector which can harm consumers and
undermine trust in financial institutions, thereby weakening the ability of the financial system to allocate
capital to the real economy. Members discussed the role of governance frameworks, including culture within
a firm and individual accountability, in mitigating misconduct risk. The session drew upon a member’s own
experience and on the FSB’s recently published paper Strengthening Governance Frameworks to Mitigate
Misconduct Risk: A Toolkit for Firms and Supervisors.
The meeting concluded with a discussion of the impact of crypto-assets on the financial landscape, the implications for financial stability and the role of central banks, given the rapid growth of crypto-asset markets
and the growing interest by retail investors.

FSB Regional Consultative Group for Sub-Saharan Africa discusses financial
vulnerabilities and effects of financial regulatory reforms
4 May 2018

The Financial Stability Board (FSB) organized Regional Consultative Group (RCG) for Sub-Saharan Africa met
in Kasane, Botswana on 3-4 May. This meeting hosted by the Bank of Botswana.
Members of the RCG discussed macroeconomic and financial market developments and their potential impact on countries in the region, including challenges from rising government debt levels.
The RCG received an update on the FSB’s 2018 work plan and its activities. The focus of the FSB’s work now
pivots from policy development towards implementation of reforms and evaluating the effects to ensure that
the reforms are efficient and to address any unintended consequences. They discussed, as part of the FSB’s
framework to evaluate the post-implementation effects of the G20 regulatory reforms, an ongoing evaluation of how regulatory reforms may have affected the cost and availability of infrastructure financing.
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Members of the RCG considered the issues raised in the discussion paper released by the Basel Committee on Banking Supervision in December 2017 that considers the regulatory treatment of sovereign exposures. The meeting also discussed the implementation of International Financial Reporting Standard (IFRS)
9, which came into force in January 2018 and addresses the accounting for financial instruments, regulatory
treatment of accounting provisions as well as transitional arrangements to smooth any potential significant
negative impact on regulatory capital. In the context of a discussion on the importance of financial inclusion,
the RCG was updated on the key outcomes of the World Bank Group’s Global Findex survey, which provides
comprehensive data on patterns of saving, borrowing and payments across 140 countries.
The RCG also discussed developments and regulatory issues in crypto-asset markets, including the potential
for future financial stability implications, given the rapid growth of these markets.
Members then discussed so-called de-risking in correspondent banking and remittance services, which is
a serious concern not only in Sub-Saharan Africa but also in many developing countries around the world.
They reviewed the FSB’s progress report on its action plan to assess and address the decline in the number of
correspondent banking relationships and its newly published recommendations to improve remittance firms’
access to banking services. The group also assessed current challenges and constraints for regional payment
system integration including the extent to which these developments can play a more significant role in creating further regional economic and financial integration.
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IDIC UPDATES – 2Q 2018
A

Banking Growth and Stability

Indonesia banking industry is relatively stable and in normal condition during 2Q 2018. The Banking Stability
Index (BSI) experienced an increase of 9 bps from 99.74 in May 2018 to 99.83 in June 2018. The increment
was contributed by Sub-Index Market Pressure (MP), by 44 bps from 100.44 in May 2018 to 100.89 in June
2018, caused by weakening of Indonesia Rupiah, decreased in Jakarta Composite Index, and increased in
interest rate of 10 Years Government Bond. Based on April 2018 banking data, Sub-Index Credit Pressure was
also increased by 28 bps from 99.04 in March 2018 to 99.32, while Interbank Bank Pressure decreased 94 bps
from 100.79 in March 2018 to 99.86. This was caused by decreased in bank profitability and slight increase
of bank’s NPL.

Figure 1: Banking Stability Index
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Per May 2018, the growth of banking industry deposits was relatively stable. The growth of depositor funds
of 6.45% yoy, was followed by bank asset growth of 9.2% yoy, and loan growth of 10.54% yoy. Credit growth
in May 2018 is higher than the growth of deposits, especially from conventional banks’ credit. This is due
to the fact that banks are more selective in lending in the midst of an increase in credit risks that begin to
emerge in 2016, but slowly banks are beginning to disburse new loans as some banks increase their capital.
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Table 2: Financial Ratio of Banking Industry
Ratio

Feb-17

Jan-18

Feb-18

YoY

MtM

CAR

22.26%

21.78%

21.74%

 -52bps

 -4bps

Earning Asset Quality

2.02%

1.92%

1.92%

 10bps

 0bps

Gross NPL

3.05%

2.77%

2.76%

 29bps

 0bps

NNPL

0.54%

0.50%

0.50%

 4bps

 -1bps

ROA

2.41%

2.35%

2.33%

 -8bps

 -2bps

ROE

13.56%

12.97%

13.02%

 -53bps

 5bps

Operational Efficiency
Ratio

79.74%

79.57%

78.28%

 146bps

 129bps

NIM

5.10%

4.58%

4.60%

 -50bps

 1bps

LDR

88.97%

90.79%

92.39%

 -342bps

 -160bps

Interbank Loan

3.76%

3.75%

3.73%

 -3bps

 -3bps

AP

696.80%

18.41%

19.55%

 -67,72bps

 114bps

Table 3: Performance and Growth of Banking Industry (USD Billion)
Indicator

Feb-17

Jan-18

Feb-18

YoY

MtM

Asset

6,916.9

7,460.7

7,551.0

 9.2%

 1.2%

Conventional

6,652.7

7,168.4

7,258.2

 9.1%

 1.3%

Shariah

264.2

292.3

292.9

 10.9%

 0.2%

Credit

4,460.5

4,827.2

4,930.5

 10.54%

 2.1%

Conventional

4,278.8

4,635.7

4,737.2

 10.7%

 2.2%

Shariah

181.7

191.6

193.3

 6.4%

 0.9%

Deposits

5,013.5

5,317.2

5,336.6

 6.45%

 0.4%

Conventional

4,792.6

5,072.4

5,094.6

 6.3%

 0.4%

Shariah

220.8

244.8

242.0

 9.6%

 -1.1%

Core Equity

1,013.2

1,104.4

1,117.4

 10.3%

 1.2%

Conventional

989.2

1,075.4

1,086.1

 9.8%

 1.0%

Shariah

24.0

29.0

31.2

 30.5%

 7.8%

Profit/Loss

53.1

45.8

56.8

 7.1%

 24.2%

Conventional

52.2

44.8

55.7

 6.6%

 24.2%

Shariah

0.9

0.9

1.1

 34.6%

 23.3%
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B

Deposit Insurance Updates

Total deposits guaranteed regardless of whether they comply with 3T (Conventional) and 2T (Sharia) (i.e. eligibility
criteria), increased by 1.40% compared to the previous month’s total deposits. The number of secured accounts
up to Rp2 billion has increased by 3,301,535 accounts (1.30%, MoM). The total guaranteed deposit amount is
257,174,744 accounts (99.90% of all accounts amounting to 257,422,590 accounts).

Table 4: Development of Insured Deposit
April 2018
Nominal Segment

Account
(000)

%

0-IDR 2 Billion

253,873

99.9

>IDR 2 Billion

249

Total

254,122

Amount
(USD
Billion)

May 2018
%

(MtM)

Account
(000)

%

161.28

82.35 257,174

99.9

164.15

82.67 3,301

1.30

2.88

1.78

0.1

34.56

17.65 248

0.1

34.42

17.33 (1,009)

-0.41

-0.14

-0.41

100

195.84

100

100

198.58

100

1.30

2.74

1.40

257,422

Amount
(USD
Billion)

%

Account
(000)

3,300

%

Amount
(USD
Billion)

%

In June 2018, there was 1 failed bank (rural bank). So the number of banks whose licensed were revoked since LPS
dated June 30, 2018 increased to 89 banks. Until end of June 2018, IDIC has completed the reconciliation and verification processes of 85 banks from 89 banks whose licences have been revoked since IDIC’s establishment in 2005.

Table 6: Results of reconciliation and verification of the insured deposits (USD’000)
No.

Item

1.

Eligible for Payment (before maximum limit
and before set off with liabilities)

2.

Not Eligible Payment

3.

Deposits related for Non-Performing Loans
Total

End Feb 2018

End March
2018

March 2018

86,372.7

0

86,372.7

21,6

0

21,6

0

0

0

107,933.1

0

107,933.1
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C

Technical Assistance from the International
Monetary Fund to IDIC

International Monetary Fund (IMF)’s Monetary and Capital Markets Department (MCM) visited Jakarta, Indonesia
during the period May 29 – June 8, 2018 with a mission to strengthen IDIC’s Crisis Management Protocol (CMP).
The team comprised of Atilla Arda (Mission Chief), and Geof Mortlock and Jan Willem van der Vossen (both External
Experts).
The mission held discussions with the IDIC Chairman, Chief Executive Officer, other members of the IDIC Board of
Commissioners, and several senior staff. The IMF tream also pay a visit to several senior staff from the Financial
Services Authority (OJK), Bank Indonesia (BI), and the secretariat of the Financial System Stability Committee (KSSK)
that is housed within the Ministry of Finance (MOF).
During this mission, IMF team explored existing framework of IDIC’s protocol, confirm its interlinkage with CMP
of other Financial Safety Net members, assess sufficiency of IDIC internal regulations and standard operating procedures related to bank resolution, both for the purpose of selecting resolution options and in execution of bank
resolution procedures.
In general, the IMF team gave many valuable inputs, especially regarding the needs for harmonizing the legal frameworks and protocols between safety net members to support bank resolution, both during normal and crisis situations. IMF team also supported the establishment of internal guidance and procedures for resolution method,
especially Purchase and Assumption and Bridge Bank, along with the resolution plan and resolvability assessment.
Those procedures are important to do the bank resolution and are an integral part of IDIC’s CMP.
There will be another technical assistance as a follow up. This technical assistance, will assist IDIC to enhance its
crisis communication. Crisis communication is crucial to ensure public confidence in the event of a bank failure and
crisis.
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