ICFR summit calls on Seoul G20 to concentrate on most workable financial reforms

Amsterdam - 10th November 2010. A two day summit hosted by the International Centre for
Financial Regulation (ICFR) and sponsored by Deloitte, has delivered a strong message on global
financial regulatory reform ahead of this week's Seoul G20. ICFR member firms include many of the
world's leading banks and financial services companies*, and the summit, 'Regulation without
Borders - G20 Ideals and National Interests' brought together 200 leading financial services
executives together with senior regulators and a number of policy-makers and politicians.
94% of summit participants fear that the G20 could fail to make progress on its goals, as domestic
considerations move back centre-stage, and therefore urge G20 leaders in Seoul to concentrate on
agreeing those financial reforms that are both most effective in improving financial stability and
most likely to be implemented internationally. These include better cross-border co-ordination by
supervisors, both at a macro-prudential and firm level, effective crisis resolution procedures for the
biggest banks, and phased convergence to G20 goals by emerging markets, recognising their
different needs.
Crucially, 68% of participants believe that overall the G20 financial reforms/Basel III are worthwhile,
despite the likely negative "unintended consequences" in terms of regulatory arbitrage, leakage of
risk into shadow banking systems and other effects.
One major concern at the conference was the need for effective co-operation by supervisors in
terms of information-sharing, given incompatibilities in national legislation which can lead to
diverging interests of home and host country regulators. But with EU level initiatives possibly leading
the way, it was felt that significant progress on this should be possible if supervisors clearly prioritise
better co-ordination, with better information-sharing pre-crisis making it less likely that unplanned
information-sharing is necessitated in a crisis.
There was a strong view that G20 decisions should not attempt to make "one size fit all" in emerging
markets, given the very different role of financial systems in emerging markets and the importance
of economic growth. Convergence should therefore occur over time, possibly by "triaging" G20
financial reform decisions into "not yet relevant" (eg. compensation), "in process" (eg. risk
management) and "adaptation" (eg. capital requirements, where too-rapid implementation could hit
economic growth, given thin emerging market domestic capital markets).
The ICFR and participants recognised the considerable progress on thinking around crisis resolution
for systemically important financial institutions ("Sifis"), which is the single most important issue in
preparing to mitigate the impact of the next crisis, whenever that occurs. More work however

needs to take place on the practicalities of bail-ins, "living wills" and potential changes to national
and international insolvency regimes.
Participants also believe that it would be wrong for the G20 to expend political willpower on some
issues identified by the G20 in 2008, but which are in reality less critical and/or less easy to
implement internationally, such as international financial centres or compensation. While lack of
board effectiveness during the crisis was a major concern, and improved corporate governance is
important, progress here is most likely to come from a mixture of national initiatives, peer pressure

"By bringing together leading financial services companies, trade associations and regulators, this
summit enabled the key issues at the fulcrum of regulatory reform to be examined in a thorough and
grown-up way.
"The issue of crisis management is crucial to finding an effective solution to the "too big to fail"
problem. It's essential that intensive preparations are made now, ahead of the next crisis, both in
terms of practical planning such as the preparation of living wills, but also in policy development to
help ensure that these proposals do not give rise to negative unintended consequences."

ENDS
*The member firms of the ICFR include 3i group, Aberdeen Asset Management, Aviva, Bank of
America Merrill Lynch, Barclays Bank, Citigroup, Clifford Chance, Deloitte, Ernst & Young, Goldman
Sachs International, HSBC, JP Morgan, KPMG, Man Group, Morgan Stanley & Co International,
PricewaterhouseCoopers, Prudential, Standard Chartered Bank and UBS.

Notes to editors


A full agenda detailing the panellists, discussion sessions and workshops is available on the
ICFR website: www.icffr.org
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