SUMMARY RECORD OF

THE SENIOR FINANCE OFFICIALS MEETING 3 (SFOM3)

Lima, Perú

6-7 December 2007

The Senior Finance Officials Meeting 3 was held on 6-7 December 2007 in Lima, Peru. The meeting was chaired by Javier Kapsoli, General Director of Economic and Social Affairs, Ministry of Economy and Finance.

Member economies present were: Australia; Brunei Darussalam; Canada; Chile; The People’s Republic of China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; Mexico; New Zealand; Peru; Russia; Singapore; Chinese Taipei; Thailand; United States and Viet Nam. The International Monetary Fund (IMF), the World Bank (WB), the Asian Development Bank (ADB), the APEC Business Advisory Council (ABAC) and the APEC Secretariat also attended the meeting. 

Member economies absent were: Papua New Guinea and Philippines. 

DAY 1 – 6 December 2007

Opening Remarks

The Chair, Mr. Javier Kapsoli, opened the meeting by extending a warm welcome to Lima, and informed the meeting that Peru has chosen two policy themes for 2008, Results Based Budgeting and Capital Markets.
Adoption of the agenda

Australia proposed addition of a session to precede the closing remarks, for discussion of work items and timelines prior to SFOM4, which was added to the agenda. 

GLOBAL AND REGIONAL MACROECONOMIC AND FINANCIAL DEVELOPMENTS
The IMF presented a summary of the current economic outlook on “The Global Economy in Rougher Waters”, including the following areas:

· Overview of global outlook

· Focus on financial market turbulence

· Implications for global economy

· Challenges facing developing economies

The WB shared IMF’s views and further commented on the implications of the current financial market turbulence on the global economy, in particular developing economies.

Presentations were also made by Japan, Chinese Taipei, China and Russia on recent economic developments.  The Central Reserve Bank of Peru also made a presentation on “Asset Prices and Monetary Policy in Peru.”

The ADB briefed the meeting on the growth prospects of emerging East Asia, which are very dependent on trade and capital inflows, and on the growth prospects of the US. The growth outlook for the US for 2008 may be revised downwards, which will substantially impact on the prospects of emerging East Asia. The effects of the sub-prime crisis are likely to be more serious than those of past financial crises. 

ABAC commented on possible inflation through food prices in China. It posed the question as to whether inflation is an emerging issue, given that it is not the focus of much attention in the IFI presentations.
The IMF responded that inflation should indeed be highlighted as one of the important challenges facing the APEC economies. Growth will be moderated but still high. Inflation will come through food and energy prices. 

Australia briefed the meeting on its economic outlook as well as priorities for its new government. Australia also outlined its thoughts on how APEC economies could work together to meet the current challenges facing the region, e.g. climate change. Climate change is an issue that Finance Ministers need to continue to work on. 

NZ briefed the meeting on its emission trading system proposal. NZ faces similar issues to Australia in terms of its economic outlook. 

The US commented on its slower growth rate, caused by slower consumer spending, a depressed housing market, and the prices of food and energy. Third quarter GDP was higher than expected, but there are signs in the fourth quarter of slowing business investment. The US will be able to manage the challenge of the slowdown given that the economy is fundamentally sound. Job growth is still steady and personal incomes have not fallen. Unemployment is still in check. All these factors underpin consumer spending. Scope for monetary easing is necessary. On the sub-prime crisis, a coming announcement on steps to mitigate the effects is intended to restore confidence in the housing market rather than as a subsidy. The crisis is an issue of transparency – also related to IMF and OECD work on sovereign wealth funds. There may be scope in APEC to discuss this work. 

Singapore briefed the meeting on its economic outlook, and outlined three key points to take away from this session:

· Rising food prices are contributing to inflation

· Inequality in incomes

· Increasing sustainability in fiscal positions. 

A key advantage of APEC is the ability to identify trends and steps going forward. One area to consider given the three main points above is exploring a directed approach to addressing the poor who would be affected by rising food prices. While wages have increased, these rising incomes may not be broad-based. The second proposal from Singapore is to look at developing capital markets.

Canada highlighted that its key challenge lies in global imbalances. More openness and flexibility in exchange rates are welcome. A key risk is the volatility of exchange rates. Canada explained its current policy stance in managing the economy, e.g. reducing debt, managing public expenditure, maintaining competitiveness. Expressed an interest in investment in infrastructure and PPPs – could be discussed under capital markets policy theme.

Indonesia; Hong Kong, China; Thailand; Mexico; Malaysia; and Viet Nam made presentations on their respective economic outlook. Among these presentations, Mexico focussed on its pension and fiscal reforms which will have a positive impact on growth in the coming years. Viet Nam noted that rising food prices, while they could lead to growing inflation, also result in higher incomes for farmers. Delegates at SFOM1 had discussed how the IFI reports in this session could be made use of in preparation for the FMM, e.g. certain points could be highlighted and brought to the attention of Finance Ministers. Should this practice be continued? 
SESSION 1 – PRESENTATION AND DISCUSSION OF POLICY THEME 1: RESULT-BASED BUDGETING

The Ministry of Economy and Finance of Peru presented an outline of results-based budgeting (RBB), with a focus on the first steps in RBB implementation in Peru and the next steps in the RBB process. 

Peru highlighted that the goal of RBB is to contribute to progressive development of management for results in the public sector. Its purpose is to reinforce the effectiveness and equality of public spending and improve the performance of the public sector. 
IMF provided an outline of a longer paper expected to be tabled at SFOM4. The paper will include sections on an introduction to the issue, making performance budgeting work, performance budgeting and low/middle-income economies, and summary of recommendations/guide on how to proceed. The paper also will be further developed based on the discussion at this meeting.

Chinese Taipei briefed the meeting on the development of the RBB system in its economy.

Japan commented on their experiences in RBB and their policy action to introduce a cycle consisting of planning, executing, and evaluating the budget. It attempts to identify and assess the results of expenditure. This cycle is similar to what the Peruvian government is attempting to establish. The government is undertaking budget execution surveys, and as a result of these surveys, the government has decided to reduce public expenditure in certain areas. These surveys are also conducted by regional offices of the Ministry of Finance because many projects are implemented at a local level. The survey results are disclosed. The coverage of such surveys is now being increased to a larger number of projects. 

Another case is New Zealand, whose economy has an output-based budgeting system and has shown the importance of being prepared for the following potential problems:

· Changing the national budget system is not easy, because there is no clear evidence of success.

· Very difficult to define outcomes/results because it is difficult to make a causal link between outputs and outcomes and outcomes take time to achieve (but political timelines may not allow for this).

· Data is essential but there are often data limitations. However, it is also important not to make data collection the purpose of the system. 

· Targets need to be reasonable; otherwise they undermine effort and support.

· The link between outputs and outcomes needs to recognize that there are many possible combinations of interventions. Could set up pilots using different combinations.  

· Adverse selection problem in setting targets and indicators. Need to have the right measures.

· Need to deal with vested interests. Measures chosen may satisfy the preferences of those who set them, rather than those of citizens. 

Canada, also, shared its experiences in RBB, focusing on reallocation of spending and efficiency of spending, and the need of fiscal discipline alongside RBB. Firm cap in government spending relative to GDP, so reallocation in expenditure is required. Fiscal discipline is required alongside RBB. Mechanistic rules versus pragmatic approach in RBB as outlined by the World Bank.  Canada is more pragmatic, and made the following points:

· Rolling 4-year cycle – every year, 25% of expenditure has to go through review. Need to measure outputs against intended results, efficiency, and overall government priorities. Need to identify lowest 5% of spending in terms of value. This goes back to the central pool for reallocation. Spending is therefore continuously reallocated.

· Need to establish clear objectives, benchmarks, indicators to identify the 5% of expenditure – difficult because government departments are not good at scrutinizing their own expenditure.

· Cultural change is required. 

Canada offered to develop a case study to share its experience with SFOM.
Australia commented that it made a shift from inputs-based to output-based budgeting in late 90s and this has improved delivery of services. Some of the challenges faced:

· Ensuring link between programs and outputs/outcomes needs to be clear and measured effectively.

· Performance can be difficult to measure – e.g. time lag issue.

· Some outcomes are only partially determined by government interventions.

· Less information on specific programs was available after the shift. 

· Need to integrate performance information into decision-making phase of the budget. Strategic review framework was introduced to better inform budget decisions of the Cabinet. 

Australia supported the case study approach suggested by Canada in taking this policy theme forward. The case studies can be drawn together at SFOM4 – we may be able to draw up some principles for member economies in implementing RBB. The WB and IMF papers would also assist in this regard. Australia offered two comments in relation to the IFI papers: noting the importance of drawing out implications, and the need to avoid overlap in content. Australia suggested that delegates could also be more concrete in thinking about and discussing the format of SFOM4, prior to wrap-up comments for this meeting.

Peru commented on Canada’s identification of the lowest 5% expenditure, and noted that we have to try to manage the different expectations of different actors in relation to RBB, and consider the incentives facing different actors. 

Singapore noted that it is embarking on identifying the right things to do, and doing them right. Strategic outcomes are firstly identified. Activities are listed out based on these outcomes. This helps avoid “silos” of ministries (ministries can collaborate on the activities) and ensure that activities are targeted towards achievement of outcomes. Singapore proposed that the right strategic outcomes need to be identified first. 

Singapore offered to develop a paper for SFOM4 on its budgeting system and they raised two important challenges identified so far:

· Echoed NZ’s views in terms of outputs Vs outcomes. Outcomes are extremely difficult to measure. The WB and IMF can help in terms of how we can measure these outcomes.

· Cultural change requires certain incentives. Singapore has a similar approach to Canada’s whereby the bottom 5% of expenditure is identified, allocated to a reinvestment fund, and reassigned to bids for projects from line agencies. 

Singapore noted the need to avoid overlap between the IMF and WB papers; suggested that two different papers be developed. The WB paper could focus more on the elements that need to be in place prior to RBB implementation; IMF could focus on strategic approaches. THE WB could help in collating OECD good practice principles in this area. 

ABAC observed that it is not always necessary that departments of finance assess effectiveness and efficiency of programs. There are other agencies that could do this – for example the Productivity Commission in Australia does this. ABAC could contribute a paper from the private sector perspective on how to effect cultural change.

China commented that this SFOM is to prepare for FMM in terms of setting up policy themes and developing discussion papers. The aim is to discuss whether these two policy themes should be the ones to be chosen, and what the focus of discussion should be at FMM. China cautioned that RBB is not within the reach at this stage of a number of developing economies. China expressed interest in the outline of the IMF paper on RBB in low/middle-income economies, and noted that IFIs should consider the reality of these economies. 
DAY 2 
SESSION 2 – PRESENTATION AND DISCUSSION OF POLICY THEME 2: CAPITAL MARKET REFORMS

Peru opened with presentation of a paper on capital markets, including its capital market structure and size, the pillars for the development of capital markets and the objectives of current reform.  Peru highlighted that a developed capital market, among other things, contributes to sustained economic growth and to the prevention of mismatches in long term investments. Moreover, the development of new financial products would help to diversify financing sources, reducing the impact of any international liquidity crisis in the local market. Capital markets development would also strengthen the dedollarization process and increase the efficiency of the money market, allowing the development of new financial products and mechanisms that provide liquidity to different financial instruments.
The IMF presented an outline for a paper to be prepared for SFOM4. The paper will provide background info on capital market developments in APEC economies, economy experiences, and challenges and risks. IMF welcomes any comments on the paper outline. 

The ADB observed that Capital market development is a priority area in its long-term work program. The ADB commented on the East Asian miracle in the 80s and 90s, noting financial sector development was again lagging in East Asian economies – one of the factors that had precipitated the Asian financial crisis. Developing capital markets is therefore a priority in East Asia. The least developed component is the debt market – equity markets are reasonably well-developed. The region has focused on developing bond markets since the crisis. However, many of the economies are small and therefore bond market development requires a regional focus (with no economies of scale for each economy). Hence one aspect that has received a lot of attention is developing an integrated regional bond market. ASEAN +3 has taken a lead in this – with the Asian Bonds Market Initiative (ABMI). ADB has provided technical assistance and assisted economies in this process. A comprehensive website has been set up as a one-stop shop for information on Asian bond markets. The Asian Bond Monitor publication is issued once every 6 months by the ADB, and it this addresses particular policy themes of interest e.g. challenges of securitization in bond markets in Asia. The ADB outlined key points raised in the recent Asian Bond Monitor issue. 

Malaysia noted that this is a good opportunity to build on ASEAN +3 works, and that Malaysia has undertaken work on Islamic bonds.

Japan noted that it may be better to narrow down the issues for this policy theme. There are several possible approaches that could be considered further within FMP to enhance the development of local bond markets, for example the supply-side approach or demand-side approach. 
The US shared Japan’s views and focused on the supply-side issues and technical assistance provided on the infrastructure side. In view of this, the US proposed that the FMP could focus on the demand-side issues.  Transparency is another issue that could be focused on. SFOM has been asked by Leaders to focus on the demand-side issues. The US offered to prepare a paper on transparency issues related to the sub-prime market, which could be translated through to securitization issues.
The WB noted that they will provide a paper for SFOM4 and agreed with Japan’s views. Underdeveloped bond markets mean over-dependence on the banking system. The WB stressed that even if economies move forward with regional initiatives, there will still be important actions at the economy level, e.g. improving financial infrastructure. Work to be undertaken by the WB in 2008 will contribute to the SFOM discussion. Developing an institutional investor base remains essential.

Australia agreed with comments thus far. Australia commented on the IMF outline: a stronger policy focus would be useful; the paper could draw out issues for discussion at SFOM4. Identifying success stories and issues in the secondary market would be useful. 

Australia commented that Peru is transitioning from a bank-based approach to a more balanced approach – this is an issue familiar to Asian economies. One important issue during the transition is transparency – an area that could be a fruitful discussion topic. Transparency is a key ingredient in attracting capital into developing economies and is relevant to topical areas such as the sub-prime crisis and sovereign wealth funds. In terms of the demand side, there is ongoing work through an FMP workshop on PPPs. PPPs can play an important role in developing capital markets and can be an alternative source of long-term finance. Infrastructure funds from PPPs can be an important source of diversity for developing equity markets. Infrastructure investment is an area that could be of interest to Finance Ministers. 

The Chair stressed the importance of PPPs in the capital markets in Peru.

In terms of the demand side, there is ongoing work through an FMP workshop on PPPs. PPPs can play an important role in developing capital markets and can be an alternative source of long-term finance. Infrastructure funds from PPPs can be an important source of diversity for developing equity markets. Infrastructure investment is an area that could be of interest to Finance Ministers. 
As a summary, the potential key topics, besides performance budgeting, are institutional framework for development of capital markets; transparency and the relationship between PPPs, infrastructure investment and capital markets. 
Russia noted that economies and IFIs in the past have shared their experiences and insights in capital markets. Russia suggested that we build upon this past work. Russia highlighted stock markets and money markets as areas of focus. 

Canada noted the consistency of views and that SFOM has been asked by Leaders to focus on the demand-side issues. Canada observed that the Asian Bond Monitor publication is very useful. This is an ideal time to focus on development of local bond markets. Demographic challenges mean that a lot of funds are flowing to institutional investors and financial intermediation needs to be improved. Longer-term local currency assets need to be sought. The work of the IFIs would be very significant in reinforcing the discussion at SFOM 4. Canada mentioned some potential work by the WB on bond market indicators. SFOM needs to decide how far the discussion should go for this policy theme.

ABAC agreed with the views so far, especially Japan’s. The US comments have reminded us of Leaders’ instructions to develop an investor base in economies. APEC and ABAC held a bond markets seminar was held this year with a focus on bond markets development in Indonesia, Philippines and Viet Nam. The next seminar will be held in Cusco on 11 June with a focus on Peru, Mexico and Chile. Improving the investor base faces a key barrier of investment flows moving into certain economies. ABAC will contribute a paper on the investor base focusing on what business would like to see in terms of encouraging investment flows – this complements development of local bond markets. ABAC is doing some work on pension funds which they will contribute to the discussion.

Mexico recognized the need to narrow down this broad topic and offered to share their experience in the development of local financial markets. Improve terms and conditions of external debt and diversifying the investor base are two priorities of the current government.

Singapore shared the views of other economies on the importance of transparency and the need for a diversified investor base. Singapore agreed with Australia that PPPs can drive the life-cycle of bond markets. 

NZ joined the emerging consensus on demand-side issues, on the importance of diversifying the investor base, improving transparency, and the use of PPPs. NZ supported ABAC’s views and highlighted the importance of structural reform. One other issue to consider is the high discovery costs for institutional investors in terms of small economies – how to ensure information is available to investors so that they can understand opportunities in emerging capital markets.

Australia asked NZ whether there are any insights from the APEC Pensions and Annuities Seminar on 8-9 Nov in Singapore (see also below) that would inform the discussion on capital markets. NZ responded that the seminar focused more on governance and supervision of funds.

ADB spoke to the paper on securitization and mentioned in brief the findings in the paper. 

Summary: potential topics for this theme:

The Chair summarized this session – potential key topics for discussion include 
· institutional framework for development of capital markets; 
· transparency; and
· the relationship between PPPs infrastructure investment and capital markets. 

Australia noted the need to narrow down the topic. This is a good start to the process of focusing in more detail on the topic. Australia also reflected on the general view that demand-side issues should be an area for focus. An additional paper could explore the institutional investor base and asked whether Japan would be willing to prepare such a paper, who indicated their willingness, in particular on how to develop a diversified institutional investor base.

Australia also suggested a focus on the relationship between capital markets and infrastructure investment/PPPs – they will draft a short paper on this topic in advance of SFOM4.

The US has offered a paper on the sub-prime crisis in framing some of the relevant issues, e.g. transparency.

Peru will draft a short overview paper on issues discussed at this meeting for circulation to members before SFOM4 for comment. This paper will help guide the discussion at SFOM4. Peru commented further on the importance of PPPs. 

Canada supported the areas of focus – the three papers would provide a rich agenda for discussion. The Chair may need to consider the timeline for work on these three areas.

SESSION3

Report on FMP Policy Initiatives

NZ briefed the meeting on the APEC Pensions and Annuities Seminar on 8-9 Nov in Singapore which was co-hosted by NZ, Singapore, Chile and Russia with support from the IMF. 

China briefed the meeting on the APEC Finance and Development Program (AFDP). ABAC commented on the close collaboration between the Melbourne APEC Finance Centre and China on the AFDP. AFDP is playing a significant role in capacity-building in the region.

Australia briefed the meeting on the deepening prudential regulatory capacity-building initiative in non-life insurance and the meeting on the following initiatives:

· APEC Future Economic Leaders’ Think Tank – 8th meeting will be held in early 2008. The theme has not yet been pinned down but will complement one of the policy themes for FMP 2008. Australia encouraged participation, co-sponsorship and hosting offers from other economies.

· Insolvency Review initiative – first phase was implemented. Second phase will follow up this work by setting up a regional network to share information etc. A website is being set up and an e-bulletin is being prepared. Australia encouraged participation of Asian economies in this initiative. 

· Reform of Financial Sector initiative (Catalogue of Policy Experiences and Choices) – a pilot website is being developed for launch early next year and will be reviewed after 3 years. The objective of the website is to provide information on experience with financial sector reform. A Steering Committee has been set up to govern the implementation of the website. 

· Fiscal Management initiative – training workshop on PPPs was held in Jakarta on 27-29 Nov. Over 50 government officials from 7 economies participated. The workshop was designed as a targeted capacity-building activity based on a needs analysis. A further workshop will be held in March 2008 in Ho Chi Minh City.

· Fiscal Space initiative – a seminar was held on 3 Dec in Bandar Seri Begawan. Brunei spoke on the objectives of the initiative. The next workshop will be held in Russia in Mar 2008.

HKC spoke on the Financial Regulators Training Initiative. HKC is responsible for the banking component of the initiative while the Philippines are responsible for the securities component. 

ABAC spoke on the bond markets dialogue that will be held in Cusco on 11 June 2008.

The US spoke on the Developing Capital Markets Initiative. The US is trying to pull together funding to place an advisor in the region, possibly at the APEC Secretariat. The aim will be to deliver technical assistance to interested economies on the development of capital markets. 

The WB raised two possible topics that could form the basis of policy initiatives:

· Impact of climate change on economic policy. Modus operandi could be to develop a framework for thinking about economic issues and climate change, providing a snapshot of 10 economies. Output – a workshop in late 2008 or early 2009 to present findings from case studies – narrow down key priorities for moving forward. Summary of key findings could be published for FMM in Singapore.

· Workshop on trade logistics – indicators on ease of doing business. 

Australia commented that the climate change proposal is timely. The major outputs will feed into the 2009 APEC year; however, it will be important to discuss and work on climate change in 2008 as well. Australia suggested that the WB could prepare a paper for SFOM4 to frame some of the climate change issues. This could contribute to a more explicit policy focus in 2009. Australia suggested that macroeconomic implications could be drawn out. Australia commented that the trade logistics will probably fit better under SOM and trade officials.

NZ echoed Australia’s views that a concrete work program for climate change would be useful. NZ is keen to see climate change come on to the FMP agenda. The NZ Treasury has been significantly involved in the policy work on climate change. 

ABAC commented that APEC could look at how domestic emissions trading systems could merge into a regional one. A workshop will be held in June/July on climate change in Tokyo. The 2007 WB work on ease of doing business has been a key focus for ABAC. Trade logistics is an issue that would fit better under the CTI and possibly the EC.

Mexico noted the need to clearly structure the climate change work program and to build on existing work. 

The Chair commented that the climate change work needs to be more focused. Trade logistics would be better covered by trade officials.

Australia briefed the meeting on progress in organizing the 2008 ministerial meeting on structural reform which will be held in August in Melbourne. A Deputies meeting will be convened in June to prepare for the meeting. Australia outlined the potential areas of focus. 

Australia agreed with Mexico’s views in relation to the need to build upon existing work in climate change. 

EC Update to FMP

NZ provided an EC update to the meeting.

ABAC Update to FMP

ABAC outlined the key priorities for ABAC 2008 from the ABAC 2008 Chair. The meeting took note of advice that Melbourne APEC Finance Centre and AFDC would submit a project for APEC Support for training in risk management in the banking sector for BMC1 next year. 
The Chair noted that the IMF and WB annual meetings will be held on 11-13 Oct 2008. He proposed that the FMM will be held on 7-9 Oct 2008. 
Canada commented that preparations for the annual meetings are quite taxing and so may affect participation of Ministers.

Australia commented that having the meeting after the annuals is problematic as well because a couple of days are needed for the drafting session and Deputies meeting.

Japan agreed with Canada and asked that it could be deferred to after the annuals. 

Mexico noted that a number of meetings are held before the annuals for their Minister. 

China echoed the comments from Japan.

Australia sought clarification as to whether the FMM should be held immediately after or sometime after.

Mexico clarified that it would be some days after. Japan agreed and suggested late Oct.

China preferred to have the FMM immediately after. 

Peru will consider these comments and finalize the dates shortly.

APEC Secretariat Update

The APEC Secretariat provided an update on the 2007 APEC key outcomes and a couple of news items from the Secretariat.

Australia added that a Policy Support Unit will be established at the Secretariat and outlined its objectives and governance arrangements. 
CONCLUDING OBSERVATIONS

Australia provided an overview of last year’s FMM format. The host economy will prepare a policy theme paper for each policy theme to draw together perspectives from members and IFIs. These papers are circulated prior to SFOM4 for comment and feedback. At SFOM4, the two policy theme papers will form the basis for discussion and highlight issues for discussion by Finance Ministers. The discussion at SFOM4 is used to prepare a 2-page discussion note for each theme for Ministers which are circulated for discussion amongst members. A set of questions is included in the 2-page discussion note. At the FMM, the Chair invites some Ministers to serve as lead discussants for the various sessions. The discussion notes can also be used as a basis for drafting the communiqué. 

ABAC noted that the 2-page discussion paper (including questions), was very useful in focusing attention on the main issues. 

Australia raised the need to have a more explicit discussion of the format for SFOM4. The most significant change in terms of substance will be in how issues are presented in the global and regional developments session. There is consensus that it is important to build into SFOM and FMM room to discuss wider issues other than the policy themes. Australia suggested that this session could have a more thematic focus rather than updates from individual economies. There is a need to be careful not to lock ourselves into focusing on particular issues too early in the process, but an issues-based approach has been useful in 2007. Food prices and climate change are examples of issues that interest Australia. Short issues-based papers could be prepared by other economies. 

The US and Canada agreed with Australia’s views. 

Australia suggested that SFOM4 should set aside time to consider the content of the communiqué. 

Australia took up China’s earlier comment that not all economies are ready for RBB implementation. The case studies would highlight diversity of experiences in implementation. There is a need to explore how low/middle-income economies would engage with RBB – this is already included in the outline of the IMF paper. The case studies may highlight principles that could be alluded to in the communiqué, e.g. economies have different circumstances which will influence the extent to which RBB is suitable. US, Canada and NZ have offered to provide case studies. 

The Chair noted that Peru will submit a paper on its RBB implementation. 

NZ noted that they did not offer a case study. However, they are establishing new procedures similar to Canada’s – NZ can prepare a paper on these developments. 

NZ asked whether the Chair will issue a tasking statement as to who will be doing what in the lead-up to SFOM4 and the respective timelines. Peru agreed to do this. 
The WB raised the issue of trade logistics as an area that SFOM can work on. The Chair responded that this is an issue more for trade officials and ministers. US agreed and also suggested that alternatively this issue would fit under behind-the-border barriers work. Australia agreed with the US. ABAC agreed as well.

Australia noted the importance of finalizing the FMM dates as soon as possible. Economies will need to consult with their Ministers. 

The Chair suggested that the global and regional developments session at SFOM4 should be focused on specific themes, e.g. oil prices, sub-prime crisis. The Central Bank of Peru can contribute a paper on inflation.  

Mexico noted that if FMM is held after the IFIs annuals, then we should not brief Ministers again on global and regional developments.

IMF proposed topics such as energy prices and climate change.

The US suggested the issue of the safety of the global financial system, e.g. anti-terrorist financing, money-laundering.

China supported Australia’s views that we choose one topic for discussion. However, it may be too early to choose a topic now. The topic could perhaps be chosen at SFOM4. The 2007 approach was good whereby the IFIs prepared background papers, some economies acted as discussants, and the host economy drew the discussion into discussion papers for Ministers. China suggested the Australian approach be followed for 2008.

Japan supported China’s suggestion. However, we could still think about oil prices as a possible topic. This could be widened to cover commodity prices.

The US sought clarification as to whether we are referring to the discussion at SFOM4 or FMM. 

Australia commented that even SFOM4 is more than 6 months away. It may be that other issues may become priorities in the next few months.

Japan raised an issue on the schedule for SFOM4 (12-13 June 2008 in Cusco), which might need to be adjusted since ASEM Finance Meetings are being held on 15-16 June in Korea. Korea strongly supported Japan’s views.
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