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Integration and Interconnectedness

e Single Government with Global Authority
v World Financial Authority
v WTO in Finance
e Reality — Westphalian Regime
v Financial Sovereignty v. Global Coordination
v Loose Regulatory Networks

v G20 just reinforced soft surveillance plus peer
pressure?

e What Alternative Model?
v European Union
v FSB



International Regulatory Structures - Eric Pan
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Our Mandate

The FSB promotes international financial stability; it does so by coordinating national financial authorities and international standard-
setting bodies as they work toward developing strong regulatory, supervisory and other financial sector policies. It fosters a level
playing field by encouraging coherent implementation of these policies across sectors and jurisdictions.

The FSB, working through its members, seeks to strengthen financial systems and increase the stability of international financial
markets. The policies developed in the pursuit of this agenda are implemented by jurisdictions and national authorities.

More specifically, the FSB was established to:

assess vulnerabilities affecting the global financial system as well as to identify and review, on a timely and ongoing basis within
a macroprudential perspective, the regulatory, supervisory and related actions needed to address these vulnerabilities , and
their outcomes

promote coordination and information exchange among authorities responsible for financial stability

monitor and advise on market developments and their implications for regulatory policy

monitor and advise with regard to best practice in meeting regulatory standards

undertake joint strategic reviews of the international standard setting bodies and coordinate their respective policy development
work to ensure this work is timely, coordinated, focused on priorities and addresses gaps

set guidelines for establishing and supporting supervisory colleges

support contingency planning for cross-border crisis management, particularly with regard to systemically important firms
collaborate with the International Monetary Fund (IMF) to conduct Early Warning Exercises

promote member jurisdictions’ implementation of agreed commitments, standards and policy recommendations, through

monitoring of implementation, peer review and disclosure
FINANCIAL
B STABILITY
BOARD




Asia’s Efforts and Limits

e Asia is not Europe
v Weak geographical connectedness
v Cultural, political and religious differences
v Less sharing of historical and cultural heritage

v Strong export-oriented manufacturing sectors and
relatively weak service sectors

e The Ascent of Asia
v Third biggest economic area after EU and NAFTA
v Minimum community and common interest mindset
v Holders of large financial assets: China and Japan
v Global financial centers: Hong Kong and Singapore



Asia’s Efforts and Limits

« Asian financial markets are more connected to US and
EU than with each other.

* Non-Asian banks and financial firms are better
integration facilitators than home-grown institutions.

- The lack of strong regional financial integration —
Loose regulatory cooperation in Asia



Asian Efforts and Limits

ASEAN

APEC: Focused largely on trade liberalization
EMEAP

Asia Pacific Regional Committee of I0SCO
CMI, ARSP, ABMI, ABF, ADB

FSB’s RCG



Creating Asian Regional Champions — Why is Seoul missing?
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Samsung Electronics
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Industry and Finance

® Distrust on Chaebols
® Bank Level Regulation on Financial Services Firms

® Mistakes of Governance at Policy and Regulatory Levels



Control-Ownership Disparity of the Top 10 Chaebol (as of April 2004)
E. Han Kim & Woochan Kim

| | |
Samsung B cash flow right

M disparity

LG

Hyundai Motors

SK

Hanjin

Hanwha

Hyundai Heavy Industries

Kumho-Asiana

Doosan

Dongbu

[ [ [
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%




Q SEARCH Che New ﬂﬂl’k Cimes =

-President
ong Kong

SINOSRHERE Philippines Confirms i CHINA F
Incendiary Memoir by Killing of Robert Hall. MSCI Delays Adding Sichuan Cuisine, How C
Chinese Rights Lawyer Canadian Hostage, by Abu China Stock to Emerging Imperiled by Success to Disr
| Reaches Bookshelves... R Markets Benchmark Kingdc

Sayyaf h
N 6/20(&

—
X8I 2] »

ASIA PACIFIC

Ex-Korean Air Executive in ‘Nut Rage’ Case Freed From Prison After Sentence
Is Cut

By CHOE SANG-HUN  MAY 22, 2015 o o c H

@ Executive Freed in ‘Nut Rage’ Case
By Reuters

he lawyer for a former Korean Air executive, Cho Hyun-ah, spoke after his client’s L v <> Embed
release. Ms Cho had been imprisoned after ordering a plane back to the gate in a rage
over how she was served nuts. By Reuters on May 22, 2015. Photo by Jung Yeon-je/Agence
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Works To Be Done

e Fight the pressure from local politics
e Fight skepticism on global financial regulation
e Fight regulatory unilateralism

e Manage the geopolitics



® The level of influence in international forums
depends not just on economic weight but also
on the state of research and policy analysis at
the government, think tank, academia and
iIndustry levels.

Andrew Sheng
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