COM/TCM/FSDSSC/I/4

Page 4
COM/TCM/FSDSSC/I/4
Page 5


[image: image1.wmf]
                                                                 
Distr.


LIMITED


COM/TCM/FSDSSC/I/4


June, 2005


Original:   ENGLISH

COMMON MARKET FOR EASTERN

     AND SOUTHERN AFRICA

First Meeting of the Financial System Development 

and Stability Sub-Committee

Lusaka, Zambia

13-14 June, 2005

REPORT OF THE FIRST MEETING OF THE 

FINANCIAL SYSTEM DEVELOPMENT AND STABILITY SUB-COMMITTEE

05-488(mk/rpm)

A. INTRODUCTION

1.
Following the Ninth Meeting of the COMESA Committee of Central Bank Governors held in Lusaka, Zambia, from November 15 to 16, 2004, the Bureau of the COMESA Committee of the Central Bank Governors met on 14th December 2004 in Nairobi, Kenya, to consider the setting up of an appropriate structure for enhancing monetary cooperation within the context of Article 13 of the COMESA Treaty.  

2. In this regard, the Bureau decided, among other things, that technical sub-committees be established in order to enhance monetary cooperation in the COMESA region.  One of the established Sub-Committee is the Financial System Development and Stability Sub-Committee. 

3. This Sub-Committee is entrusted with the responsibility of providing guidance on financial system development and stability to enhance monetary integration.  This entails developing strategies for diversifying financial institutions and instruments at the national and regional level. 

4. The Central Banks of Burundi, Djibouti, Malawi, Madagascar, Rwanda, Sudan, Seychelles, Uganda, Zambia and Zimbabwe are the members of this Sub-Committee.

B. ATTENDANCE, OPENING OF THE MEETING, ELECTION OF THE OFFICE BEARERS, ADOPTION OF THE AGENDA AND ORGANISATION OF WORK 

5. The meeting was attended by delegates from Burundi, Madagascar, Seychelles, Uganda, Zambia and Zimbabwe. 

Opening of the Meeting (Agenda item 1)
6. Dr. Charles L. Chanthunya, Director of Trade, Customs and Monetary Affairs welcomed the delegates on behalf of the Secretary General to the Secretariat.  He informed the meeting that the 24th Meeting of the Bureau of Central Bank Governors which was held in Nairobi, Kenya, had decided the creation of three Sub-Committees, namely, the Monetary and Exchange Rates Policies Sub-Committee, the Financial System Development and Stability Sub-Committee, and Resource Mobilisation Sub-Committee.  He pointed out that the Financial System Development and Stability Sub-Committee is entrusted with providing guidance on financial system development and stability to enhance monetary integration. 
Election of the Officers  (Agenda item 2) 

7. The meeting elected the following Officers:

Chairman

-       Uganda

Vice-Chairman
-      Madagascar


Adoption of the Agenda and Organisation of Work (Agenda item 3)
8. The meeting adopted the following agenda:

1. Opening of the Meeting

2. Election of Officers

3. Adoption of the Agenda and Organisation of Work

4. Draft Terms of Reference and 2005 Work Programme of the Financial System Development and Stability Sub-Committee 

5. Draft Rules of Procedures of the Financial System Development and Stability Sub-Committee 

6. Any Other Business

7. Adoption of the Report

8. Closure of the meeting

9. The meeting agreed on the following hours of work:

Morning
09.00 hours    -
12.30 hours

Afternoon
14.30 hours    -
18.00 hours

C. ACCOUNT OF PROCEEDINGS

Draft Terms of Reference and Work Programme of the Financial System Development and Stability Sub-Committee (Agenda item 4)
10. The Secretariat presented a draft Terms of Reference to the Sub-Committee. In presenting the report it was pointed out that the major task of the Sub-Committee is to come up with a Regional Financial System Development and Stability Plan, which aims at the creation of the financial system in the region which is stable, sound and that would support efficient resource mobilisation which is necessary for economic diversification and sustainable growth. 

11. The Sub-Committee recognised that clear understanding of what is entailed in the financial system development and stability is crucial in order to come up with appropriate Terms of Reference. In this regard, the Sub-Committee discussed the elements constituting the financial system and stability so as to identify needed measures for developing the financial system and ensuring its stability.  The following were identified as some of the financial institutions, financial markets and financial infrastructure constituting the financial system:

(1)
Banks

(a) Central Banks

(b) Commercial Banks

(c) Post Office Savings Banks

(d) Mortgage Banks

(e) Merchant Banks

(2) Non Bank Financial Institutions

(a) Credit Institutions

(b) Acceptance Houses

(c) Discount Houses

(d) Finance Houses

(e) Micro-finance Institutions

(f) Development Banks

(g) Insurance Companies

(h) Pension Funds

(i) Money Lenders

(j) Venture Capital Companies

(k) Cooperative and Savings Institutions

(l) Unit Trusts

(m) Forex Bureau

(3) Financial Markets

(a) Capital Market

(b) Money Market

(c) Foreign Exchange Market

(4) Financial Infrastructure

(a) Payment system:

(i) RTGS

(ii) Electronic Fund Transfer

(iii) Cheque Clearing System

(iv) Security Depository System

(v) Payment Switches

(b) Accounting Standards

(c) Stock Exchange

(5)
Legal and Regulatory Framework

12. The meeting also discussed what constitutes financial system stability.  It was noted that financial system stability is underpinned by absence of systemic financial crisis.  It was agreed that stability indicators include the following:

(a) Stable macro-economic environment

(b) Macro-prudential indicators

13. The following were also discussed as some indicators of the financial system development and stability:

(1) Financial Products

(a) Bonds

(b) Treasury Bills

(c) ATM Cards

(d) Certificate of Deposits

(e) Repos

(f) Debit and Credit Cards

(g) Derivatives 

(h) Cheques

(i) Cash

(5) Indicators of Financial Depth

(a) Trends in:

(i) broad money (M​2) to GDP ratio

(ii) credit to private sector to GDP ratio

(iii) credit by Commercial Banks to GDP ratio

(iv) total financial assets to GDP ratio

(v) total assets of the banking system to GDP ratio

(vi) total domestic savings to GDP

(vii) investment to GDP ratio

(viii) inflation rate

(ix) foreign exchange rate

(x) ratio of number of accounts/population

(xi) spread between lending and deposit rates

14. After considering the above, the Sub-Committee came up with the Terms of Reference as contained in Annex I of this report.

15. The Sub-Committee also considered and adopted its Work Programme for the Year 2005 -2006 as contained in Annex II of this report. 

Draft Rules of Procedures of the Financial System Development and Stability Sub-Committee (Agenda item 5)
16. The Sub-Committee considered and adopted its Rules of Procedures as contained in Annex III.

17. It was observed that since the membership of the Sub-Committee does not include all COMESA central banks, it was recommended that the work of the Sub-Committee should always be reported to the full Committee on Finance and Monetary Affairs for noting.

Any Other Business (Agenda item 6)
18. The meeting emphasised the importance of attendance by all the Sub-Committee members, in order to achieve the objectives of the Sub-Committee.

Adoption of the Report and Closure of the Meeting (Agenda item 7)

19. The Sub-Committee adopted the report with modifications.
20. Mr.  Fortune Chasi, Assistant to the Governor, Bank Legal Council in Reserve Bank of Zimbabwe, moved vote of thanks to the Chairman for ably conducting the meeting.  He thanked COMESA Secretariat for  the excellent arrangement made for the meeting.
21. In closing the meeting, the Chairperson thanked all delegates for putting trust in her and helping her in the speedy conclusion of the deliberations. She stated that the meeting enabled sharing of experiences. She pointed out that  learning is not a one off process and the Committee should work continuously to achieve its objectives.  She finally thanked the staff of the COMESA Secretariat  for all the support extended to the delegates.
Annexes I and II

TERMS OF REFERENCE AND WORK PLAN FOR 

THE FINANCIAL SYSTEM DEVELOPMENT AND 

STABILITY SUB-COMMITTEE

ANNEX I

A.
TERMS OF REFERENCE AND WORK PLAN FOR THE FINANCIAL SYSTEM DEVELOPMENT AND STABILITY SUB-COMMITTEE 

The function of Financial System Development and Stability Sub-Committee is to provide guidance on financial systems development and stability in order to enhance monetary integration in the region.  This entails developing strategies for diversifying financial institutions and instruments at the national and regional level. This Sub-Committee which  will report to the Bureau of COMESA Committee of Central Bank  Governors will inter-alia, undertake the following:

I. Undertake a comparative study of Financial System Development and Stability in the COMESA region;

II. Recommend Financial System Development and Stability targets for the region;

III. Develop a properly sequenced Regional Financial System Development and Stability Plan; and 

IV. Monitor the implementation of the Financial System Development and Stability Plan.

Annex II

B. Work Programme  for the year 2005-2006 

	Task
	Activity
	Output
	Responsibility
	Completion Date

	1. Undertake a comparative study of the Financial System Development and Stability in the COMESA region

2. Recommend Financial system and stability development targets for the region
	1. Develop a    TOR and questionnaire to undertake a study
	TOR and Questionnaire
	Reserve Bank of Zimbabwe and Bank of Zambia
	30th  July 2005

	3. 
	2. Submit the questionnaire and TOR to COMESA
	
	Reserve Bank of Zimbabwe and Bank of Zambia
	31st July 2005

	
	3. COMESA to circulate the TOR and the questionnaire to members of the Committee
	
	COMESA Secretariat
	7th August 2005

	
	4. Receive comments from members of the Committee
	Comments from member countries
	COMESA Secretariat
	30th August, 2005


	
	5. Finalise TOR and questionnaire
	TOR and questionnaire finalised
	Reserve Bank of Zimbabwe and Bank of Zambia
	15th September 2005

	
	6. Send questionnaire to all member central Banks
	
	COMESA Secretariat
	30th September 2005

	
	7. Member Central Banks  fill the questionnaire and submit them to COMESA
	
	Member Central Banks
	30th December 2005

	
	8. Forward the filled questionnaire to RBZ and BOZ
	
	COMESA Secretariat
	January 10, 2006

	
	9. RBZ and BOZ prepare a consolidated report
	Report
	Reserve Bank of Zimbabwe and Bank of Zambia
	31st March 2006

	
	10. Submit the report to the Sub-Committee
	
	Reserve Bank of Zimbabwe and Bank of Zambia
	31st April 2006

	3.   Develop a properly sequenced Regional Financial System Development and Stability Plan
	1.  Hold the second meeting of the Sub-Committee to discuss the report
	Sequenced FSDP Action Plan


	COMESA and Chairperson
	1st week of May 2006

	
	2.  Develop properly sequenced Action Plan
	
	All members of the Sub-Committee
	1st week of May 2006

	
	3.  Develop format for reporting on a quarterly basis
	Quarterly report
	COMESA and Chairperson
	1st week of May 2006

	4.   Monitor the implementation of the Financial  System Development and Stability Plan
	1.  Send reporting format to member countries
	
	COMESA 
	 2nd week of May 2006

	
	2.  Get  quarterly information from member countries
	
	COMESA 
	First reporting 30th June 2006 and on-going

	
	3.  Analyse quarterly reports and prepare a consolidated report of all member countries
	
	COMESA
	One month after every quarter


ANNEX III

THE RULES OF PROCEDURE OF THE FINANCIAL SYSTEMS DEVELOPMENT AND STABILITY SUB-COMMITTEE OF THE COMMON MARKET FOR EASTERN AND SOUTHERN AFRICA

IN EXERCISE OF THE POWERS CONFERRED ON THE COMMITTEE OF CENTRAL BANK GOVERNORS UNDER THE PROVISIONS OF RULE 11 OF THE RULES OF PROCEDURE OF THE COMMITTEE OF CENTRAL BANK GOVERNORS, THE RULES OF PROCEDURE OF THE FINANCIAL SYSTEM DEVELOPMENT AND STABILITY SUB-COMMITTEE OF THE COMMON MARKET FOR EASTERN AND SOUTHERN AFRICA ARE HEREBY MADE:

Rule 1

Citation and Functions

1.
These Rules may be cited as the Rules of Procedure of the Financial Systems Development and Stability Sub-Committee.

2.
The functions of the Sub-Committee shall be to provide guidance on financial systems development and stability to enhance monetary cooperation.

Rule 2

Definitions


In these Rules, unless the context otherwise requires, the expression:


“COMESA" means the Common Market for Eastern and Southern Africa established by Article 1 of the Treaty;

"Council" means the Council of Ministers of the Common Market established by Article 7 of the Treaty;

           “Legal Counsel” means the Legal Counsel of COMESA;


"Member" means a representative of the Member State Central Bank designated to the Sub-Committee;


"Member State" means a Member State of COMESA;


"Secretary-General" means the Secretary-General of COMESA provided for in Article 17 of the Treaty;


"Secretariat" means the Secretariat of the COMESA established by Article 7 of the Treaty;

"Sub-Committee" means the Financial Systems Development and Stability Sub-Committee of COMESA established by Rule 11 of the Rules of Procedure of the Rules of Procedure of the Committee of Central Bank Governors; and

"Treaty" means the Treaty Establishing the Common Market for Eastern and Southern Africa.

Rule 3

Composition

1.
The Sub- Committee shall consist of one senior Expert from each of all Central Banks designated by the Committee of Central Bank Governors to constitute the Sub-Committee.

2.
Members of the Sub-Committee may be accompanied to meetings by advisers.

3.
The Sub-Committee may invite observers to its meetings.

Rule 4

Election of Chairman, Vice-Chairman 

1.
The Sub-Committee shall elect from among its members its Chairman and Vice-Chairman who will serve for a period of one year and shall be eligible for re-election for a further period expiring at a subsequent annual meeting.

2.
If the Chairman is absent from a meeting, the Vice-Chairman shall preside over the meeting.

3.
If both the Chairman and the Vice-Chairman are absent from a meeting, the members present shall elect a member from amongst them to preside over the meeting.

4.
The Secretariat shall act as Rapporteur for all meetings of the Sub-Committee.

5.
If the term of office of the Chairman and Vice-Chairman is due to expire at any time when a meeting is being held, the Chairman and Vice-Chairman shall continue in office until the conclusion of the meeting.  For the purpose of this Rule, a meeting shall be concluded when it is adjourned sine die or adjourned for a period exceeding two days.

Rule 5

Frequency, Venue of Meetings and Costs

1.
The Sub-Committee shall meet at least twice a year or as often as necessary for the effective discharge of its responsibilities.

2.
The meetings of the Sub-Committee shall be held at the COMESA Headquarters provided that a meeting of the Sub-Committee may be held at a place other than the Headquarters of COMESA at the invitation of a member.

3.
All costs related to attendance of members at the meetings will be met by each participating Central Banks.

Rule 6

Meetings


The Sub-Committee may, at a meeting, decide the date of its next meeting provided that, where it is desirable that a meeting of the Sub-Committee be held before or after the set date, such meeting may be held after consultation between the Chairperson and the Secretary General.  Provided that at least one of the meetings shall be designated as an annual meeting.

Rule 7

Provisional Agenda

1.
The Secretary-General, in consultation with the Chairman, shall prepare a provisional agenda for each meeting of the Sub-Committee, and shall cause such agenda to be transmitted to each member together with a notice of a meeting four (4) weeks in advance of the meeting in question.

2.
Additional items may be placed on the provisional agenda for a meeting of the Sub-Committee by a member giving notice thereof to the Secretary-General at least two (2) weeks prior to the meeting in question. The Secretary General shall in consultation with the Chairman determine the inclusion of the additional items that may be placed on the provisional agenda. Members shall be notified of such additional items through a supplementary list which shall be communicated to them at least twenty four (24) hours prior to the commencement of the meeting. 

Rule 8

Quorum

1.
The quorum for the meeting of the Sub-Committee shall be a simple majority of the members.

2.
Where the quorum for a meeting is not reached, the meeting shall be adjourned for twenty-four hours, and in case thereafter, the quorum is again not reached then the meeting shall be held and shall be a valid meeting of the Sub-Committee, provided that the decisions of the meeting shall be submitted to the next meeting with a quorum for approval.

Rule 9

Voting

1.
The decisions of the Sub-Committee shall be taken by consensus, failing which by a simple majority of the members present and voting.

2.
Every member shall have one vote.

3. The Chairperson may decide that a matter under consideration by the Sub-Committee be voted by secret ballot.

4.
Observers shall have no right to vote.

Rule 10

Conduct of Meeting

1.
At the beginning of each meeting the Sub-Committee shall adopt its agenda and work programme.  The Sub-Committee shall determine which items of the agenda shall be closed to observers.

2.
The Chairman shall open and close the meetings, direct discussions, give speakers the floor in the order in which it is requested, submit matters under discussion for decision and announce the decision and rule on questions of procedure in accordance with these Rules.

3.
Proposals for consideration at a meeting shall be submitted in writing and circulated by the Secretary-General in advance of the meeting to the members, provided that the Sub-Committee may, at a meeting if it deems it expedient or desirable, consider, a proposal in respect of which no text has been circulated in advance of the meeting.

4.
Any proposal to amend a proposal may be submitted without notice provided a copy shall be submitted to the Secretary-General prior to its introduction.  A decision shall be made by the Sub-Committee thereupon prior to the vote on the proposal.

5.
If there is more than one proposal for amendment of a proposal the Chairman shall determine the order in which they shall be considered provided that each proposal for amendment shall be put to vote and where the proposal is amended following such a vote on any proposed amendment, that proposal shall be considered adopted.

6.
A proposal may be withdrawn by the person by whom it is sponsored.

7.
During the consideration of any matter at a meeting, any member may raise a point of order and the Chairman shall make his ruling immediately on the point of order raised.  A member may appeal against the ruling of the Chairman.  An appeal from the ruling of the Chairman shall be decided by the meeting.

8.
During the consideration of any matter at a meeting, the Chairman may read out a list of speakers and with the consent of the meeting, declare the list closed.  The Chairman may, however, grant any member the right to reply if a contribution made after the list of speakers is closed justifies it.

9.
During the consideration of any matter at a meeting, any member may move that the meeting be suspended whereupon the Sub-Committee shall immediately take a decision on the motion.

10.
When a matter has been adequately considered, any member may move that the consideration of the matter be closed whereupon the meeting shall immediately take a decision on the motion.

11.
During the consideration of any matter, a member may move that the consideration of the matter be postponed. One member may speak in support of the proposal and another against it whereupon the meeting shall immediately take a decision on the motion.

12.
Proposals as to procedure shall include the following:

(a) refer the matter back;

(b) defer consideration of a matter;

(c) adjourn the sitting;

(d) suspend the meeting;

(e) close discussions on a particular question; and

(f) request the opinion of the Legal Counsel.

13.
Proposals as to procedure may be moved verbally and without previous notice.

14. The following proposals shall take precedence in the order in which they are set out hereunder over any other proposal that may be made: A proposal to:


(a)
suspend a meeting;


(b)
postpone or adjourn the meeting;


(c)
suspend or defer consideration of a matter; and


(d)
close consideration of a matter.

15.
The Secretary-General may with the permission of the Chairman, at any time, make oral or written statements at meetings of the Sub-Committee concerning questions under consideration.

16. The Secretary General shall make available at every meeting a copy of the Rules of Procedure.

Rule 11

Reports of the Sub-Committee

The reports of the Sub-Committee shall be submitted to the Bureau of the Committee of Central Bank Governors.

Rule 12

Conduct of Business at times when the Sub-Committee is not meeting

1.
The Sub-Committee may make provisions for the conduct of business at times when it is not meeting.

2.
The provisions that the Sub-Committee may make under paragraph 1 of this Rule may include arrangements under which the exercise of any function of the Sub-Committee which may be delegated, is delegated, subject to such conditions as the Sub- Committee may specify to the Chairman, or the Secretary-General.

Rule 13

Secretariat Services


The Secretariat services of the meeting of the Sub-Committee shall be provided by the Secretary-General who shall cause the minutes of the meeting to be kept and shall as soon as possible transmit copies thereof to the members.

Rule 14

Languages


The working languages of the Sub-Committee shall be English and French.

Rule 15

Amendments


These Rules may be amended by a simple majority of the total members of the Sub-Committee.

Rule 16

Conflict of Provisions


In the event of a conflict between these Rules and the provisions of the Treaty, the latter shall prevail.

Rule 17

Entry into Force


These Rules shall enter into force on such date as shall be determined by the Committee of Central Bank Governors.

Rule 18

Miscellaneous


If there is any doubt as to the procedures to be followed in any particular case, or if no procedure is prescribed by or under these Rules, the procedure to be followed shall be determined by the Sub-Committee.

Signed by:………………………………………………..

Chairman of the Sub-Committee on this ………….. 
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