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FSF reviews its Offshore Financial Centres (OFCs) initiative'

The Financial Stability Forum (FSF) has taken a close interest in the progress made by
offshore financial centres (OFCs) in strengthening their regulatory, supervisory,
cooperation and information exchange arrangements. In May 2000, the FSF encouraged
OFCs to undertake needed reforms and asked the International Monetary Fund (IMF) to
put in place an assessment program that would ensure progress on a lasting basis.
Taking notice of the 7 February statement of G7 Finance Ministers and Central Bank
Governors, the FSF will continue to take a close interest in this matter.

At the time of writing, virtually all of the 42 jurisdictions that the FSF identified as having
offshore financial activities have undergone an initial assessment by the IMF.? These
assessments identify strengths and weaknesses in relation to relevant international
standards and codes and set out recommendations for improvement. The FSF thanks
the IMF for these assessments and welcomes the 5 November 2003 decision by the IMF
Executive Board to make the regular monitoring of OFCs a standard component of the
work of the Fund.

While it is difficult to generalize, available IMF assessment reports show that significant
reforms were initiated in response to the FSF initiative and the IMF assessment
program. The IMF assessments found that, in general, wealthier OFC jurisdictions have
a much higher rate of compliance with the assessed standards compared with
jurisdictions with lower levels of income, which must strengthen their efforts to improve
their prudential and regulatory arrangements. However, shortcomings in the
independence of the regulator, the level and quality of technical supervisory skills, and
onsite and offsite inspections are recurrent concerns. In addition, resources of regulators
and supervisors are insufficient if compared with the work load required by effective
prudential activity and co-operation.

The FSF urges those OFCs who do not meet high supervisory standards to
progressively strengthen their regulatory and supervisory arrangements, making good
use of the technical assistance that the IMF and others have made available to take
concrete steps to implement assessment recommendations. The FSF attaches particular

' The present press communiqué has been issued following the FSF’s meeting in Rome on 29-30 March
2004.

2 With the exception of Bahrain for which a FSAP is planned for 2005, and Nauru and Niue for which
assessments will be replaced by a program of technical assistance to be delivered during 2004.
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importance to all OFCs improving cross-border co-operation and information exchange
practices. It encourages the IMF to place greater emphasis on international standards in
these areas in its future risk-focused evaluations, and welcomes stepped up efforts
among the IMF, international standard setters and onshore and offshore authorities to
review and strengthen these standards.

In carrying forward its assessment program, the IMF should evaluate both the ability of
OFC authorities through their existing procedures to obtain relevant information on
financial activities originating in their own jurisdictions, as well as the willingness to share
this information with foreign authorities in a co-operative, non-discriminatory, timely and
effective manner. As a general indication, assessments of OFCs and international co-
operation with them should be aimed at pre-emptively addressing matters of common
concern before vulnerabilities and risks materialise.

The FSF reiterates the paramount importance it attaches to OFC jurisdictions’
publication of the initial IMF assessment reports and, in due course, IMF follow-up
assessments. Publication enables the position of individual OFCs to be evaluated by all
concerned parties, is indicative of OFC jurisdictions’ commitment to co-operate, and
enhances transparency more generally. Follow-up assessments should detail progress
made by OFC jurisdictions in the implementation of the initial assessment
recommendations.

The FSF strongly encourages all jurisdictions to publish their IMF assessment reports. At
the time of writing, of the 39 OFC jurisdictions that have been assessed by the IMF, 22
have published their IMF assessment reports and a further 14 have confirmed their
intention to publish the finalised reports.®> Appendix | of the IMF March 2004 report
attached to this press communiqué provides the status of individual OFCs in the
assessment program and brief descriptions of the published assessments. The FSF
urges the Marshall Islands, which has not yet committed to publish its IMF report, to do
SO.

The FSF will continue to work with the IMF and others, notably IOSCO, to encourage
particular OFCs to address prudential shortcomings and to improve cooperation and
exchange of information practices, relying on the full range of assessment options. This
may include direct engagements with individual OFCs as needed, in order to improve
OFCs’ compliance with international standards and practices, including in the corporate
sector.

Attachment

® Dublin (Ireland) and Lebanon were assessed under the FSAP pilot program. According to the publication
policy applicable to the FSAP pilot program, these two assessments cannot be published.
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1.

The attached tables are extracted from the IMF report “Offshore Financial Centers—

FOREWORD

The Assessment Program—An Update” March 12, 2004 available at
http://www.imf.org/external/np/mfd/2004/eng/031204.htm.

2.

Since the publication of the attached tables, the publication status of the following
jurisdictions have changed accordingly:

Jurisdiction

Antigua and Barbuda
Bahamas

Belize

Bermuda

British Virgin Islands
Cayman Islands
Malaysia (Labuan)
Marshall Islands
Netherlands Antilles
St. Kitts and Nevis
St. Lucia

St. Vincent and the Grenadines
Seychelles

April 5, 2004 (4:54 PM)

Publication status
to be published

to be published

to be published

to be published
published

to be published

to be published
actively considering publication
published

to be published

to be published

to be published

to be published


http://www.imf.org/external/np/mfd/2004/eng/031204.htm
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