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Outline of Presentation

Some lessons from international experience

Short-term priorities

Longer ferm challenges



Context

The EAC treaty, Common Market and Monetary Union
Protocols, and draft EAC documents and draft legislation on
financial system integration

Delays of progress in convergence agenda - EAC common
market

In the Harmonization phase - slow and steady progress, with
some gaps




Context

Banks and financial firms have already started to expand intra
EAC

g Divergent views and understandings of goal and ultimate
objective

International norms and standards evolving




Financial sector oversight:
making the most of the
common market

Key Goal: A progressive strategy
that consists of well sequenced
building blocks to a structure that
fully covers the regulatory &
supervisory need, adapted to the

EAC.




Harmonization -
remaining priorities




Some lessons from International Experience

Two other banking unions in Africa (WAEMU and CEMAC),
Caribbean (ECCU), and Euro area




Key Challenges

» Convergence; dealing with asymmetric shocks;
fiscal funding aspects

e Suggests passporting of licenses from one
jurisdiction to another

» Suggests a banking union

e One common rulebook

* A single common supervisor, starting with an
effective and common supervisory approach, with
equivalent supervisory tools and techniques



Key Challenges
Supervisory model

Each supervisory model has its advantages and disadvantages. In the EAC context:




A Possible Oversight Structure
A Variation on the Integrated Approach with a Single
Conduct Supervisor

Macroprudential Microprudential Conduct
Oversight Supervision Supervision

EAC Central Bank

Banking and national
authorities
Insurance EAC Central Bank
with MoF and EAC Prudential EAC Conduct
Supervisor Supervisor

_ other regulators
Pensions

Capital Markets




Key Challenges

’hasing of Community vs. National Arrangements




Key Challenges
Crisis Management/Resolution




Key Challenges

Financial Stability
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Banking: A Sequencing of
Regulatory/Supervision Models

4. Regional
3.  Center-Lite
» EACB regulator*
+ EACB regulator® « EACE
» EACE regulator* + EACB responzsible for supervising all
2. Center-Lite * EACE SUPETVIEION: bank=
 Decentralized responsible for -éﬂﬂd]l}'ﬁllgﬂf
Subsidiary Model supervision of sup&n_lmmnfa]llarge
* EACB regulator l?;ﬂl; Delegation of supervision
and ible o
1. Carrent for ;fgsm of the small banks m{EU
: . S national supervisors
Decentralized coordination Model)

Subsidiary Model
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Insurance and Pensions: A Sequencing
of Regulatory-Supervision Models

1. Center-Lite
+ Continue National Supervision * Central Authority Regulator
Model + Central Authority responsible for
+ Central Authority or committee supervizion of regional firms and
i) Current (such as CMIPC) responsible for activities - |
* (Decentralized) harmonizing regulatory * Delegation of supervision of domestic
National Regulatory requirements for regional fims and firms and activities to country supervisors
and Supervizion Model activrties, as well a3 domestic firms
and activities
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Thank you!

Questions?e




