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Foreword  

Kazakhstan Deposit I nsurance Fund was the host for the Eurasia 
Regional Com m it tee s second internat ional conference, which was held 
in Alm aty, Kazakhstan from 17-20 May 2005. Consistent with I ADI s 
vision to share deposit insurance expert ise with the world , deposit 
insurers and policy m akers from m any parts of Cent ral Asia and around 
the world were invited to m ake presentat ions and part icipate in the 
conference.  The presentat ions covered building confidence in financial 
system safety nets, governance, interrelat ionships, m inim izing the cost 
of bank failures through sound regulatory arrangem ents and early 
warning systems. There were also presentations on differential premium 
system s, Basel I I and the im plicat ions for deposit insurers, t r igger 
m echanism s for early intervent ions and failure resolut ion, experience 
with resolut ions, a Special Session on Cont ingency Planning and lessons 
learned from int roducing deposit insurance system s. The audience of 85 
largely from cent ral Asia also included representat ives from Asia, 
Russia, Poland, Czech Republic, Ukraine, Jordan, Tanzania, the United 
States and Canada gave the conference a truly international scope.   

These proceedings were prepared by a team composed of David Walker, 
Canada Deposit I nsurance Corporat ion; John Heinze, Federal Reserve 
Bank of New York; Bryan St irewalt , BearingPoint (USA) ; Michael 
Newton, U.S. Departm ent of the Treasury; Yvonne Fan, Cent ral Deposit 
I nsurance Corporat ion; Renata Cechova, Deposit I nsurance Fund Czech 
Republic; Paul Leonovich, U.S Departm ent of the Treasury, and m yself.  
I was pleased to at tend the conference as a presenter and a 
representat ive of the I nternat ional Associat ion of Deposit I nsurers and I 
would like to thank the Kazakhstan Deposit I nsurance Fund for their 
hospitalit y during m y visit to such a wonderful count ry. I look forward 
to many such visits and more events in the future.   

  

John Raymond LaBrosse 
Secretary General 

10 August 2005 
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Executive Summary  

As part of its act ivit ies for 2004/05 and in order to broaden the 
understanding of the role that deposit insurance can play to prom ote 
financial stability, the Eurasia Regional Com m it tee organized its second 
international conference on deposit insurance. The Conference, held from 
17-20 May 2005 in Alm aty, Kazakhstan was opened by Bakhyt 
Mazhenova and included a stimulating address by Jean Pierre Sabourin, 
Chair of the Execut ive Council and President , I nternat ional Associat ion of 
Deposit I nsurers, had as its m ain them e: Early W arning System s as 
a Key issue to Bank Solvency and Financial Stability.

  

The specific 
objectives of the Conference were to:  

a. create awareness about the benefits of broader mandates for 
deposit insurance systems; 

b. strengthen the existing deposit insurance arrangements in Central 
Asia through experience sharing; and 

c. assist central Asian countries that are in the process of introducing 
formal depositor protection in the design and implementation of 
their systems.  

There were ten sessions focusing on different issues concerning deposit 
insurance plus a Special Session on Cont ingency Planning. Many of the 
sessions focused on understanding and prom ot ing m easures to ensure 
that deposit insurance system s play their role in prom ot ing financial 
stabilit y. At tent ion focused on ways to prom ote confidence, governance 
and interrelat ionship issues, m inim izing the cost of bank failures, ear ly 
warning system s, different ial prem ium s, new capital standards, t r igger 
m echanism s for early intervent ion, techniques to im prove the resolut ion 
of failed banks and lessons learned from int roducing deposit insurance 
systems.  

The sessions unequivocally highlighted the achievem ents of the many 
long-established deposit insurance system s as well as the challenges 
confront ing them .  The im portance of cont ingency planning and effect ive 
early warning systems was stressed throughout the conference and there 
was a look through the eyes of an internat ionally recognized expert at 
the role that enterprise r isk m anagem ent can play to help deposit 
insurers understand and manage the risks that they face in meeting their 
mandates.  

The conference drew its presenters and facilitators from around the world 
and it clearly achieved it s goal of sharing deposit insurance expert ise, a 
hallmark of the International Association of Deposit Insurers. 
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17 May 2005 

Opening Session   

In the welcoming remarks, Bakhyt Mazhenova, General Director of the 
Kazakhstan Deposit I nsurance Fund and Vice-Chairman, Eurasia 
Regional Com m it tee of the I nternat ional Associat ion of Deposit I nsurers 
informed the part icipants that the rapid and uneven developm ent of 
financial system s in m any count r ies and their abilit y to overcom e 
financial cr ises was a dist inguishing feature of the 20th Century. As a 
consequence, m any count r ies have taken extensive m easures to 
st rengthen their banking system s and reinforce their safety nets, 
including int roducing deposit protect ion system s. I ADI was form ed in 
May 2002, she noted, with the object ive of cont r ibut ing to the stabilit y 
of financial system s by prom ot ing internat ional cooperat ion and 
interact ion am ong deposit insurers and other interested part ies.  She 
added that the conference was organised in line with that objective and, 
in part icular, to share experiences and discuss issues that affect the 
region with respect to deposit insurance practices.  

Ms Mazhenova acknowledged the financial support that was provided by 
State Secretariat for Econom ic Affairs (Switzerland) arranged by the 
European Bank for Reconst ruct ion and Developm ent , the Execut ive 
Council and Secretariat of the I nternat ional Associat ion of Deposit 
Insurers, and USAI D A sincere thanks to all of them for their support 
throughout the organizat ion of the conference was gratefully 
acknowledged.  

She then offered a special welcom e to colleagues from cent ral Asia, 
Russia, Ukraine, Azerbaijan, Arm enia and Georgia. I t was noted that 
som e of these count r ies had int roduced deposit insurance system s or 
have created an appropriate legal fram ework for deposit insurance. I n 
that regard, the t im ing of the conference was welcom ed by m any of 
them.  

A warm welcom e was then extended to J. P. Sabourin who had just 
ret ired from Canada Deposit insurance Corporat ion but cont inues as 
Chair of the Execut ive Council and President of I ADI . Mr. Sabourin 
began with a quote part ially at t r ibuted to the free- thinking playwright 
and Nobel Prize winner George Bernard Shaw offer ing that There is no 
sincerer cont r ibut ion to financial stabilit y than an effect ive deposit 
protect ion arrangem ent .  With that he out lined the role that an 
effect ive deposit insurance system plays in a financial safety net and 
why it has becom e a hot topic stem m ing from the fallout of several 
financial cr ises. With that there was a need for guidance to im prove the 
effect iveness of deposit insurance system s and the need for such work 
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eventually led to the form at ion of the I nternat ional Associat ion of 
Deposit Insurers.  

Mr. Sabourin out lined the discussion topics for the conference 
underscor ing why they were selected and the effort that was being 
m ade through them to share expert ise and t ransfer knowledge. He 
underscored the need for cont ingency planning, not ing that the 
conference will address this topic in som e detail, because situat ions 
m ay change quickly and deposit insurers should always be in a state of 
readiness.   

Anvar Saidenov, Governor of the Nat ional Bank of Kazakhstan 
com m ented on the im portance of early warning system s for deposit 
insurers but said that they are also very useful for supervisors since 
they play a crucial role in helping to overcom e volat ilit y. The Governor 
then t raced the developm ent of deposit insurance in Kazakhstan not ing 
that an at tem pt was m ade in 1996 but the system did not com e to 
fruit ion unt il 2000. Other reform s were undertaken as well with 
at tent ion on securit ies m arket regulat ion and the creat ion of a new and 
specialized supervisory agency. The im portance of appropriate 
account ing standards was underscored and the change that was m ade 
to consolidated accounting.  

The banking system in Kazakhstan, he said, is rather well-developed 
with $2.7 billion of capital and act ivit y in the real-side lending m arket is 
growing at a quick pace. I nst itut ional investm ent is also on the r ise and 
now accounts for 212 per cent of GDP. With the creat ion of the FSA and 
the KDI F the cent ral bank is turning to m ore classical cent ral banking 
functions with an eye on achieving financial system stability and slowing 
down the rate of inflat ion. He was pleased to note that Moody s 
I nvestors Service had recent ly assigned the count ry a BBB and they 
were pleased to attain the investment grade rating.  

The Chairm an of the Financial Supervisory Agency of Kazakhstan, Bolat 
Zham ishev was invited to speak and he focused on interrelat ionship 
issues and noted that the reform s in his count ry have been driven 
From the Top . He was pleased to note that KDI F has not yet had to 

m ake a pay out but a system is being developed. Mr. Zham ishev said 
that the long- term nature of bank assets poses som e challenges in 
term s of the banks m eet ing their obligat ions. He underscored the 
im portance of developing an early warning system and added that the 
creat ion of a deposit insurance system in Kazakhstan was an im portant 
social development.  

Lewis Tatem, a senior economist with USAID, welcomed the participants 
to Alm aty and thanked all the sponsors for their support in helping to 
m ake the conference a reality and a success. Ment ion was m ade of the 
technical assistance that USAI D can provide and the im portant and 
useful co-operation that has taken place with KDIF over the years.  
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Mr. Tatem then turned to the issue of m oral hazard and said the 
existence of m oral hazard in the safety net increases the responsibility 
of the safety net players to ensure that banks have appropriate r isk 
m anagem ent m easures in place. I ncreasing the confidence in the 
banking system is a challenge but worth the effort as the failure of a 
large bank can have a severe im pact on the econom y. I ndeed, the 
largest the banks in Kazakhstan account for 60per cent of all banks 
assets and such top heavy system s require special at tent ion. 

Session 1: Building Confidence in Financial System Safety Nets 

The presentat ion by Allan Popoff, Port folio Manager and Senior Banker, 
European Bank for Reconst ruct ion and Developm ent covered an 
overview of the EBRD, why deposit insurance is im portant , lessons 
learned from int roducing deposit insurance in t ransit ion econom ies and 
what remains to be done in those countries.    

Mr. Popoff began with a br ief history of the EBRD and its part icular 
interest in the financial sector. I t is quite evident , he said, as to why 
deposit insurance is im portant in financial sector developm ent in term s 
of increasing confidence, the protect ion that it offers to sm all depositors 
and a leveling of the playing field. He then addressed the condit ions for 
an effect ive deposit protect ion arrangem ent that were drawn from the 
Financial Stabilit y Forum s Working Group on Deposit I nsurance.   

The challenges for deposit insurance system s in t ransit ion econom ies 
were underscored and he provided a focus on m ain t rends in new and 
prospect ive EU Mem bers. I t was noted that all that have system s 
require com pulsory m em bership, all cover local and foreign currency 
deposits, and m ost funding m echanism s are by banks. I n term s of 
coverage, lim its are sim ilar in higher incom e CEE but significant ly lower 
in lower- incom e ones but harm onizat ion is there am ong EU Mem bers. 
I n m ost cases the deposit insurer is a pay box and vir tually all have 
used deposit insurance to address the consequences of bank failures.   

At tent ion then focused on two exam ples of how deposit insurance had 
worked 

 

Hungary and Russia 

 

and the lessons that were learnt . I n 
closing, Mr. Popoff noted that full harm onizat ion is underway in the EU 
and the CEE but the biggest issue now is at taining an agreem ent on 
lender-of- last- resort facilit ies under Basel I I . I n southern Europe further 
developm ent is needed in Bosnia and Herzegovina, Serbia and 
Montenegro while in the CI S, Kazakhstan is seen as the leader in the 
region and init ial design work is underway in Kyrgyz Republic and 
Georgia.  

Mr. Sabourin joined the panel and com m ented that early warning 
system s need to be viewed from a system-wide perspect ive. Each 
member of the financial safety net has a role to play and there is always 
a silver lining that com es with every cr isis. I n this regard Mr. Sabourin 
pointed to the exam ples of Worldcom and Enron t hat have placed 




