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1- INTRODUCTION

After great financial crises different international standard-setting bodies have been stablished to make financial
stability. The International Monetary Fund was established in 1944 for the purpose of surveillance on the monetary
policy of members. The Articles of Agreement of the IMF were adopted at the United Nations Monetary and Financial
Conference, Bretton Woods. The worldwide change from fixed to floating exchange rate was a profound change in
nature of the IMF. There has been a shift in emphasis from being primarily an international monetary institution
focusing on issues such as exchange rate stability and convertibility's to becoming an international financial institution
with broader array of responsibilities. Globalization has changed the traditional understanding of financial markets
and has led to the emergence of multinational banks, financial groups and new instruments and markets that operate
across the jurisdictions. But the global financial market is not a huge global homogenous market. By 1970 and the
beginning of trade liberalization, financial crises happened in some countries. The Basel Committee on Banking
Supervision was established to prevent financial crises. The Basel Committee on Banking Supervision is probably
the most widely known among the international for a founded after 1971, the year when the Bretton Woods system
of fixed exchange rate was de facto abolished, with a view to safeguarding the stability of the international financial
system and, in particular, the international banking system. The Basel Committee was established be the central bank
governors of the Group of Ten (G10) countries to encourage cooperation in the prudential supervision of international
banks. Though the Committee acts as an informal forum (a club for central banks and other supervisory agencies),
and its decisions do not have direct legal binding force upon the member countries, it has become a de facto
international regulatory body. A wide array of countries have adopted many of the Committee's resolutions and
recommendations, and influence of the Committee extended well beyond its founding mandate. The global financial
crisis in 2007 caused distrust IMF and BCBS and as a result the Financial Stability Board was established in 2008.
The financial crisis has changed many preconceptions regarding the relationship between financial stability, systemic
risk management and prudential supervision. Despite the plethora of international standard-setting bodies, there is no
formal legal framework for the allocation of responsibilities and the division of labor among them. The streamlining
the international standard-setting bodies and the standards themselves is not only desirable, but necessary, given the
mushrooming of bodies with standard-setting responsibilities over the last few years, the potential for overlap and
duplication, and the multiplicity of principles financial institutions must take into account. The establishment of these
international standard-setting bodies confused countries about which standards to obey.
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2- PURPOSE
The main question in this article is how should these international standard-setting bodies cooperate?

3- METHODOLOGY
This article is based on an analytic-descriptive approach the data are gathered from library sources.

4- FINDINGS

Beginning in 1962, the central banks of the ten leading industrialised nations began to meet regularly at the BIS
to coordinate central bank policy and to organise lending to each other through the General Arrangements to Borrow.
These ten countries became known as the Group of Ten or G10. During the 1960s, the G10 central banks were
primarily involved in settling payments in international transactions and buying and selling currencies between one
another with a view to maintaining each country’s fixed exchange rate parity within the International Monetary Fund’s
(IMF) foreign exchange rate regime. In the 1960s, the G10 central bank governors established two committees whose
secretariats were based at the BIS. The first of these committees was the Eurocurrency Standing Committee (also
known as the Markets Committee). Founded in 1962, it was formed to monitor and assess the operations of the then
newly established euro currency markets. This Committee later became the Committee on the Global Financial
System in 1971. It now deals with broader issues of systemic risk and financial stability. The Committee on Payment
and Settlement Systems was formed in 1990 to negotiate and set standards to support the continued functioning of
payment and settlement systems.

The crisis has led to significant changes in regulatory standards, stricter supervisory practices and institutional
restructuring of financial regulation. The Financial Stability Board and the Basel Committee on Banking Supervision
have taken the lead in adopting international regulatory standards to address macro-prudential risks. Since the
financial crisis both international bodies have cooperated in developing proposals for macro-prudential reforms by
encouraging countries to assess the risks outside the banking sector that can threaten banking and financial stability.
In particular, the FSB has analyzed the shadow banking market involving non-bank financial firms engaged in
maturity transformation — borrowing short and lending long — and the systemic risks that this may pose to the financial
system. The FSB has also adopted principles that states are encouraged to follow for the orderly resolution of large
systemically important financial institutions. The FSB’s principles and objectives are designed to broaden the scope
of prudential supervision to include systemic risks that can arise from excessive lending in the shadow banking
industry as well as the risks in the trading, clearing and settlement of securities and derivatives.

5- CONCLUSION

Recommendation 1: The IMF should continue to contribute its considerable skills and knowledge to support the
study of the analytical foundations for financial stability policy.

Recommendation 2: The division of labor articulated in the 2008 letter between the IMF and FSB is working well.
Within that framework, to improve its efficiency and effectiveness, the IMF should:

a) Work together with the FSB to identify areas requiring additional attention, especially regarding nonbank
intermediation, and coordination work to ensure flaws are rectified.

b) Strengthen forward-looking processes to coordinate with the FSB, helping to ensure that, as much as
possible, information from bilateral surveillance activities be collected in a manner that takes into account future peer
reviews and implementation assessment

c) Strengthen forward-looking processes to coordinate with the FSB peer review exercises, helping to ensure
that information from bilateral surveillance activities is both comprehensive and collected in a manner consistent with
the needs of future peer reviews.

d) Coordinate internal Fund processes to ensure that the full range of staff skills across all relevant
departments provide timely input into FSB deliberations, evaluations and reports.

Recommendation 3: Regarding its relationship with Standard Setting Bodies, the IMF should:

a) Be conscious of the potential chilling effect of the Fund’s presence in SSBs.

b) Identify and draw attention to deficiencies in international standards that put the resilience of the financial
system at risk.

Recommendation 4: The IMF could contribute to the policy development by:

a) To the extent possible, collect and compile information from bilateral surveillance in a manner that makes
it useful for future post-implementation impact assessments. In addition, where possible, the Fund should make this
sort of data easily accessible to researchers.

b) Use global macroeconomic models of aggregate activity and spillovers, as well as analytical capacities
more generally, and knowledge and experience with non-FSB members to contribute to pre- and post-implementation
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impact assessments.
c) Harness expertise on fiscal policy to help focus on its relationship with financial stability.
d) Employ research resources in a continuing effort to aid in building a coherent financial stability policy

framework.
e) Provide an independent voice to both highlight the needs of the unrepresented and, in internal discussions,

advocate for strong rigorous standards that will not jeopardize global financial resilience.

Keywords: Basel Committee on Banking Supervision, International Monetary Fund, Financial Stability Board,
International banking standards, Banking regulation and supervision.
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4 Macro-Prudential Policy

® Financial Stability Board (FSB)
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! Basel Committee on Banking Supervision (BSBS)
2 International Monetary Fund (IMF)

3 Articles of Agreement of the International Monetary
Fund, adopted at the United Nations Monetary and
Financial Conference, Bretton Woods, New
Hampshire, 1944, Reprinted March 2020, available
at:
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4 Article 2(1) Financial Stability Board Charter.

5 Article 2(2) Financial Stability Board Charter.

6 Article 2(3) Financial Stability Board Charter.

7 COVID-19 pandemic: Financial stability
implications and policy measures taken, Financial
Stability Board, 15 April 2020, available at:
https://www.fsb.org/wp-
content/uploads/P150420.pdf.
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! Financial Stability Board Charter, available at:
https://www.fsb.org/wp-content/uploads/FSB-
Charter-with-revised-Annex-FINAL.pdf, Accessed
on 07/05/2022.

2 The Financial Stability Board and International
Standards, CIGI G20 Papers, No.1, June 2010,
available at:
https://www.cigionline.org/static/documents/g20 _no

1 2.pdf, p.7.
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5 Consolidated Spillover Report in 2012.

8 IMF, “Consolidated Spillover Report — Implications
from the Analysis of the Systemic-5" (11 July 2011),
available at
http://www.imf.org/external/np/pp/eng/2011/071111
pdf .
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L IMF Independent Evaluation Office, “Report on the
Evaluation of the Financial Sector Assessment
Program” (5 January 2006).

2 IMF, “IMF Membership in the Financial Stability
Board” (March 2013) Public Information Notice No
33.

3 IMF Independent Evaluation Office, Financial
Surveillance Evaluation Report 2019, p,3.

4 House of Lords, European Union Committee, “The
Future of EU Financial Regulation and Supervision”
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4 Multilateral Surveillance.

S Financial Sector Assessment Program (FSAP).
® The IMF article IV Consultations.

7 Article 6 (d), Financial Stability Board Charter.
8 Global Financial Stability Report (GFSR).

® Early Warning Exercises (EWE).

10 BIS Annual Report.

1 Quarterly Reviews.
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! IMF Independent Evaluation Office, “The IMF and
the Crises in Greece, Ireland and Portugal” (2016)
Evaluation Report, available at
<https://ieo.imf.org/en/ourwork/
Evaluations/Completed/2016-0728-the-imf-and-the-
crises-in-greece-ireland-andportugal>.

2 Article 1V, Articles of Agreement of the
International Monetary Fund.

3 Bilateral Surveillance.
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! Basel Capital Accord

2 https://www.bis.org/bcbs/membership.htm,
accessed on: 07/09/2022.

3 Article 15, Basel Committee on Banking
Supervision Charter.
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8 International Monetary Fund, "IMF Membership in
the Financial Stability Board", 2010, August 10
(Washington).

" International Monetary Fund, "IMF Membership in
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Information Notice (PIN) No. 13/33, March 22
(Washington).
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1 Article 16, Basel Committee on Banking
Supervision Charter.

2 London Summit

3 Financial Stability Forum

41bid., p. 7.

5 Joint Letter of the FSF Chairman and the IMF
Managing Director to G20 Ministers and Governors,
13 November 2008, available at
<https://www.fsh.org/2008/11/r_081113/>.
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2 Data Gaps Initiative (DGI-2)

3 The Financial Crisis and Information Gaps: G20
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