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Ladies and Gentlemen,

I would like to begin by extending a warm “thank you” to Michael Moskow, President and CEO of the Chicago Fed and to J. P. Sabourin, Chair of the Executive Council of IADI for hosting such an excellent conference.  My congratulations go out as well to the excellent speakers we have heard over the past two days.  
As you all know, the phenomena of cross-border banking and national financial regulation, and how they meet, is not only a question for academics but for practitioners as well.  Today, I would like to address “…where to from here…” from the practical perspective of a deposit insurer and give you my views on how to improve the way we deal with cross-border bank failures.

Let me start by saying that the previous conference speakers have done an excellent job highlighting the problems we face with cross-border banking including such issues as the use of lender of last resort facilities; insolvency regimes; home vs. host country supervision; and, information sharing and coordination activities.  These are all serious matters deserving serious attention and of  particular importance for deposit insurers, central banks and others who typically end up on the hook in the event of a cross-border failure. 
At the Canada Deposit Insurance Corporation (“CDIC”), we have not had a great deal of experience with cross-border banking failures – just one and that was the Bank of Credit and Commerce International (“BCCI”) in 1991.  Although it was our only real cross-border failure, we learned some valuable lessons which I would like to convey to you. 

First of all, the failure of BCCI was a surprise to us.  At CDIC, we heard about the failure of the parent of our member institution – the Bank of Credit and Commerce Canada (“BCCC”) -- at the last minute.  The news came on a Friday and we had to locate our CEO on the golf course.  We then rushed immediately to meet with our fellow financial safety net participants (the Superintendent of Financial Institutions, the Bank of Canada and the Ministry of Finance) to deal with the proposed take-over of the Canadian bank subsidiary by the Superintendent.  I recall our CEO showed up without a jacket and tie.  

However, not having a jacket and tie turned out to be the least of his worries.  

Due to the lack of early warning and the legal complexities of how BCCI was taken over, we had numerous problems winding-up this institution.  For example, it took us over 6 months to effectively close this bank because our laws at the time did not provide us with sufficient grounds for winding-up the affairs of BCCI’s Canadian  bank subsidiary.  Our rules then only allowed for the winding-up of a member institution in the case of the member’s insolvency.  At the time the Canadian BCCI subsidiary was solvent but the parent had failed.  In the aftermath of BCCI, our insolvency laws were expanded to allow for the winding-up of a CDIC member institution based upon the Superintendent having taken control of the institution. 

The lack of early warning also lead to delays in reimbursing insured depositors.  CDIC could not undertake early preparatory examinations of our BCCI member and it consequently took us over a month to reimburse depositors.  Depositor reimbursement should have taken, at the very most, a week with this type and size of institution under normal circumstances.  

The speakers over the last two days have commented on the importance of good information sharing and cooperation among safety net players.  We have heard about developing memoranda of understanding (memoranda of understanding can be very important for outlining the terms of information sharing—domestically, among safety-net organisations and, internationally, between home and host supervisors and deposit insurers).  Obviously, the existence of more effective information sharing and coordination agreements would have been very helpful for us in the BCCI failure.    

But as a practitioner, I believe there is a need for even stronger mechanisms, such as bilateral and multilateral legal agreements such as treaties.  To start with I would like to suggest that every time an international bank wants to enter into another country – the host country should only allow this if a bilateral agreement is in place between itself and the home country regulatory authorities and deposit insurer.  What you will find is that the banking industry will quickly push all parties involved to adopt multilateral international agreements.        

This brings to an end my closing comments on where we go from here.  I thank you all for your kind attention and for your time.   I’d be delighted to answer any questions you have.
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