
Publication of the new edition of How Countries Supervise

th eir B a nk s, Insurers a nd  Sec urities M ar k ets  com es  at a

p r op itious  tim e. F r om  Januar y  2 0 0 7 , m em ber s  of the B as el

C om m ittee on B ank ing  S up er v is ion and bank ing

s up er v is or s  fr om  the 2 5  m em ber s  of the E urop ean U nion

will beg in to im p lem ent the new B as el cap ital accord. T he

im p or tance of this  initiativ e is  often m is under s tood. T he

p ar ts  of the accord which hav e g ener ated the m os t

controv er s y  -  the com p licated new p roces s  for

deter m ining  r is k - s ens itiv e cap ital char g es  –  ar e in s om e

way s  the leas t im p or tant. T he two g enuinely  nov el

elem ents  of the accord ar e these: 

• F ir s t, its  deter m ination that sup er v isor s  should follow a

judg em ental ap p roach to sup er v is ion as  descr ibed in p illar

two of the accord. T his  will req uire bank ing  sup er v isor s

around the wor ld to abandon a box -tick ing  ap p roach to

bank  soundnes s  in fav our  of a m ore nuanced,

discretionar y  p roces s  of the k ind that sup er v isor s  in the

U S A , U K  and elsewhere hav e long  adv ocated.

• S econd, the accord rep resents  the fir s t s er ious  effor ts  at

coordinating  the sup er v is ion of the wor ld’s  lar g es t bank s .

T his  is  p erhap s  the s alient benefit of the new accord.

T he s cale of the tas k  inv olv ed in sup er v is ing  one of the

wor ld’s  m eg a-bank s  under  the new rules  is  forcing

bank ing  sup er v isor s  to coop erate as  nev er  before.

C olleg es  of reg ulator s , under  the um brella of the

C om m ittee of E urop ean B ank ing  S up er v isor s  (C E B S ) in

the E U  and the B asel C om m ittee’s  accord

im p lem entation g roup , are for  the fir s t tim e g etting  to

g r ip s  with the nuts  and bolts  of cros s -border  sup er v is ion.

It is  thes e elem ents  of the accor d which will tr ig g er  a

r ev olution in the p r actice of bank ing  s up er v is ion ar ound

the wor ld. A ny  futur e ev olution of B as el II is  m uch m or e

lik ely  to build on thes e new s k ills  and r elations hip s  than

the head- s cr atching ly -elabor ate m athem atical for m ulae

of p illar  one.

Waiting for the United States

T his  is  not to s ay  that all will be p lain s ailing . A s  this

edition of the dir ector y  g oes  to p r es s  in N ov em ber  2 0 0 6

ther e is  s till no definitiv e news  about how the U nited

S tates  p lans  to im p lem ent B as el II. W hat is  clear  is  that

U S  bank ing  r eg ulator s  badly  m is judg ed the dom es tic

p olitical tem p er atur e dur ing  the neg otiation of the new

accor d. A s  a r es ult they  hav e been wr ong - footed by

C ong r es s ional op p os ition, which could hav e been

p r edicted. T he U S  has  alr eady  announced a p ar tial and

delay ed im p lem entation of the accor d. T her e is  a r eal

r is k  of fur ther  s ig nificant div er s ion, with U S  author ities

adop ting  s om ething  called “ B as el II”  but which in fact

differ s  s ubs tantially  fr om  p r actice ar ound the wor ld. T his

would be r eg r ettable, not leas t becaus e the ra ison d ’ê tre

of the accor d is  to ens ur e a lev el p lay ing  field in

inter national bank ing  r eg ulation. In the r un-up  to the

or ig inal accor d it was  the leader s hip  of the U S  (along

with the U K ) which cr eated the im p etus  to g et the

p r oject off the g r ound. It would be ir onic if B as el II wer e

to be under m ined by  A m er ican non-adop tion.

T he instu tional stru c tu re

Jus t as  the accor d is  com ing  into effect, the B as el

com m ittee its elf is  under g oing  a tr ans for m ation. B y  the

beg inning  of 2 0 0 7  alm os t nobody  connected with the long

m ar ch towar ds  ev entual B as el II adop tion will s till be

connected with the com m ittee. Jaim e C ar uana, the

com m ittee’s  chair m an who ev entually  m anag ed to g et the

dis p uted accor d s ig ned, has  been r ep laced by  N out

W ellink  fr om  the D utch centr al bank . N ick  L e Pan,
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Canada’s leading federal regulator who was the

committee’s vice chairman and who has lead the

important accord implementation group, has also left.

And key staffers have moved on. Stefan Walter, formerly

vice president in the bank supervision group at the

Federal Reserve Bank, has taken over from Ryoz o

Himono. Charles Freeland, the committee’s tireless and

influential deputy secretary general (who was the

committee’s first full-time member in 1 9 78 ) retired at the

end of 2006. It remains to be seen whether institutional

memory loss can be avoided.

Changes continue

As described in last year’s edition, changes continue in the

institutional structure of regulatory agencies. This year, the

central banks of both the Cz ech and Slovak republics have

absorbed other local regulatory agencies to become the

standalone single supervisor of their financial system.

Poland, controversially, established a unified regulatory

body, the Financial Supervisory Committee, with its

members appointed directly by government. Saudi

Arabia’s new Capital Markets Authority is included for the

first time in this edition. And micro-agencies for

supervision of insurance and securities business have been

created in the new state of Montenegro which declared

independence from Serbia in June 2006. 

Clearly, sovereign states all have the right to build the

institutions they choose. However, the plethora of

micro-regulators all doing more or less the same thing is

not one to be applauded. There is undoubtedly a

minimum efficient siz e for a financial regulatory authority

and many of the agencies featured in this book remain

below that siz e. Not only is this duplicative of back office

functions and infrastructure, it probably fails to make the

most of the most precious resource of all: qualified and

experienced supervisory staff.

A  sad om ission

Missing from this year’s edition is the name of Andrei

Koz lov who, as deputy governor of the Bank of Russia,

was in change of regulating Russia’s banking system.

Koz lov, who had risen to become deputy governor in

1 9 9 7 at the precocious age of 3 2, was murdered in

September in what the speaker of the State Duma

described as a contract hit. Shortly before his death,

Koz lov had advocated in a speech that individuals found to

be guilty laundering money should be barred for life from

the banking profession (instead of being allowed to

resurface at a new bank after a scandal). At the time of

writing, Russian authorities had arrested three suspects. If

it does prove that Koz lov’s death was attributable to his

work supervising Russia’s banks, it will be a sad day for the

community of banking supervisors.

As in the past this directory is sponsored by Freshfields

Bruckhaus Deringer, and we thank them for their

continuing support. We thank too Jane Diplock, chairman

of the New Z ealand Securities Commission, for kindly

agreeing to provide a forward for the book.
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