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The Senior Finance Officials Meeting (SFOM) 6 was held on 17-18 July, 2009 in Singapore. The meeting was chaired by Mr Poon Hong Yuen, Director, Economic Programmes/ International Relations, of the Ministry of Finance, Singapore.

All member economies were present. The Asian Development Bank (ADB), the International Monetary Fund (IMF), the World Bank (WB), the APEC Business Advisory Council (ABAC), the Pacific Economic Cooperation Council (PECC) and the APEC Secretariat also attended the meeting. 

DAY 1 – 17 July 2009

Opening Remarks
The Chair opened the meeting by welcoming delegates back to Singapore. The Chair observed the global economic situation had improved slightly since SFOM5 in February, but there was still a bit of uncertainty as to what would occur moving forward. Of immediate concern was what would happen by the Finance Ministers’ Meeting (FMM) in November. Due to the uncertainty, some degree of flexibility was still required. 
Adoption of the agenda

The agenda was adopted without change. 
Session 1:  Global Economic Developments

The IMF presented a summary of the current global economic outlook and the implications of this outlook (Recent Global Developments and Prospects, Document 2009/SOM2/FMP/SFOM6/008; and, Global and Regional Outlook, Powerpoint Presentation 2009/SOM2/FMP/SFOM6/008a). The IMF noted the global economy was beginning to stabilise and that improvement could be seen in high frequency indicators, but there was disparities in the pace of improvement, with signs of stabilisation more discernible in the United States and Asia than in continental Europe. Although prospects for economic recovery have improved, the timing and pace remain uncertain. 

The IMF noted the balance of risk was skewed to the downside, with ongoing fragility in global financial markets and worsening labor market outcomes presenting the two main sources of vulnerability. A lot of stimulus spending is just beginning to flow into the major economies and the IMF expected that to be a positive factor.
The IMF suggested, in terms of policy actions required to sustain the recovery and insure against downside risks, there was still a need to provide support to aggregate demand through macroeconomic policies and for advanced economies to restore their financial sectors back to health. While it is still too early to implement exit policies, it would be timely to start discussing them as interventions may have distorted market mechanisms. At the same time, economies will need to begin preparing frameworks that allow an orderly exit from the extraordinary public interventions of the past few years. In terms of monetary policy, they will need to develop exit strategies for the withdrawal of the exceptional liquidity support, so as to ensure a smooth return to normal market functioning. Meanwhile, medium-term fiscal plans should be put in place to reverse the deterioration of fiscal balances and ensure sustainable debt trajectories after growth is firmly re-established.

The World Bank made a presentation on the Global Economic Outlook and Prospects for Developing Countries (Powerpoint Presentation 2009/SOM2/FMP/SFOM6/003a; and, Global Economic Outlook - Implications for Developing Countries’ Financing Needs and the World Bank Response, Document 2009/SOM2/FMP/SFOM6/003). The World Bank noted, despite some recent good news, risks to the global outlook remain weighed on the downside and output is unlikely to return to potential until 2012 at the earliest. Although the crisis affected all economies, the World Bank stressed there had been heterogeneity in impact of the crisis and the recovery will also be heterogeneous. The swift, massive and coordinated policy response has been helpful in averting a complete meltdown of the financial sector, but run the risk of creating new imbalances. The World Bank suggested these things needed to be kept in mind and addressed in the medium term
The World Bank noted the impact of the crisis on low-income developing economies. While many are still expected to experience positive growth in 2009, they are also particularly vulnerable to the economic slowdown. Low-income developing economies do not have the institutional and administrative capacity to respond to the crisis and are less likely to have the fiscal space necessary to undertake countercyclical fiscal policy. Low-income developing economies are likely to be unable to borrow from private markets and are heavily dependent on donor assistance. The World Bank forecasted capital flows from private sources will fall short of developing economies’financing needs in 2009 by between US$352 billion to US$635 billion.
The World Bank advised cooperation is essential to ensure the financing needs of developing economies are met and to avoid a second round of crises. Policy makers should consider giving priority to four areas: following up on the G-20’s promise to restore domestic lending and the international flow of capital; addressing the external financing needs of emerging market sovereign and corporate borrowers; reaffirming pre-existing aid commitments and the Millennium Development Goals; and, eventually, unwinding governments’ high ownership stake in the banking system and re-establishing fiscal sustainability.

ADB presented on the Global Economic Crisis and Developing Asia: Where Do We Stand and Where Do We Go from Here (Powerpoint Presentation 2009/SOM2/FMP/SFOM6/015; and, Global Economic Crisis and Rebalancing Asia’s Growth, Document 2009/SOM2/FMP/SFOM6/009). ADB’s key message was that although 2009 will still be a difficult year for Asia, the transition to recovery may already be underway. While there seems to be improvement overall in emerging Asia, economies must guard against complacency as significant risks persist and substantial policy challenges lie ahead. Overall things seemed to have improved, but there is quite a bit of inter-economy differences in growth outlook with open economies suffering more. ADB was not certain whether current signs of improvement were a one-off, stimulus-led upturn in activity or whether they will be sustained and for how long.
ADB re-iterated significant risks remain and suggested authorities need to stay the course in stimulating domestic demand, even while preparing exit strategies. The current monetary policy should continue for a while until recovery gains traction. It is not time to unwind fiscal stimulus measures. ADB advised that thought also need to be given to issues beyond the crisis such as the need for financial regulatory reform. 
ADB noted their response to the crisis, including increasing overall lending by $10 billion in 2009/10, consisting of a new Countercyclical Support Facility, Trade Finance Facilitation Program and other lending. 
Canada acknowledged uncertainty still permeates the environment and forecasts are constantly changing. Turning points are difficult to predict, this one even more so. Question remains whether the recovery will be sustainable. There is a risk that misplaced optimism could block the continued implementation of stimulus policies, precipitating a premature tightening of policy settings, thereby hindering the recovery and perhaps increasing the risk of a double-dip recession. 

Canada suggested at the FMM Ministers could have a useful discussion by exchanging views on the outlook for the global economy and the strategies to bring the economy out of recession. By focusing on the short term, Ministers may have a candid discussion about what are the domestic green shoots that are signalling the economy has turned the corner or data points signalling that we are nowhere near the beginning of the end. In that case, Ministers may want to share views on how much fiscal space they have to do more and if they are prepared to do more fiscal stimulus measures. Ministers may also wish to discuss medium term strategies – the development of credible, medium-term policy frameworks will help to bolster confidence in the short-run and lay foundation for strong, sustainable growth in the longer term. Ministers can send a clear signal that they fully intend risk-taking to return to the private sector from the public sector. Finally, the shifting composition of global growth will have important implications for all APEC economies. The current pattern of activity in the United States is proving challenging for all our businesses, and as such, it will be important to address patterns of sustainable global growth for the longer term. Specifically it will be important to build up our economies’ domestic purchasing power to fill the gap left by the slow down in United States consumption. 

Russia provided an update on the economic situation in Russia (The Economic Situation in Russia, Document 2009/SOM2/FMP/SFOM6/002). Russia noted the first green shoots of global economic recovery have not been accompanied by changes in the fundamental indices so can not talk yet about sustainable recovery. In particular, there is still major concern over capital flow in developing and emerging economies. 
Indonesia requested an update on decisions made in the G20 to enhance financial resources and reform, and asked whether there are initiatives that APEC could undertake to support the efforts to address the crisis. 
ADB responded that their resources had been increased and that if this had not taken place ADB would have not only been constrained in doing anything additional in response to the crisis, but also may have had difficulty maintaining previous levels of lending. From ADB’s perspective, the current difficulties that the region is facing are not a home-grown crisis. Going forward, there is no reason for the region not to play a role in reshaping the global financial landscape. ADB suggested that focus should also be on streamlining regulatory frameworks within the region. 
The World Bank noted the status of different initiatives World Bank has been implementing, in particular the trade financing facility and the capitalisation fund being managed by the International Finance Corporation (IFC) and the WB Vulnerability framework which organizes under one umbrella the existing Global Food Crisis Response Program, the new Rapid Social Response program and the Infrastructure Recovery and Assets Platform.
The IMF noted there had been an agreement at the G20 meeting in April to increase the lending resources to US$750 billion. There have been quite a number of commitments from economies and the IMF is willing to issue some notes. In response to what APEC can do, the IMF noted APEC had an important role in re-stating its commitment to trade and to resist protectionism. 
Session 2:
Fiscal Priorities Beyond the Crisis 

Peru provided details of the fiscal measures taken by Peru to ameliorate the impact of the international crisis. Peru’s economic stimulus plan has focused on boosting business, enhancing infrastructure and providing social safety nets. Given the present conditions, the most important component of the stimulus plan is the infrastructure component, which takes up about 65% of the total budget. Peru chose to concentrate on expenditure rather than tax cuts as taking into account the fiscal multipliers, public expenditure was a much more effective tool than tax cuts. The stimulus plan also included complimentary measures to facilitate procedures for executing private investment as well as promoting private businesses, particularly to facilitate financing for small to medium enterprises (SMEs) and increase liquidity in the private sector. 
With regard to the results of the stimulus plan, infrastructure projects are being carried out at a slightly slower pace than expected, and finance for SMEs is not working as well as expected, due to lack of demand. Some lessons learnt from the first round, making it easier and increasing funding, does not mean you will see immediate results in infrastructure development. Peru realised that there was a lack of know-how, and there was a need to adequately train officials. 
Peru suggested economies need to maintain the economic stimulus but with fiscal and monetary discipline. 
Hong Kong, China noted the Hong Kong Government has been pursuing very stringent fiscal policies. Hong Kong, China has ensured fiscal relief measures are forward looking, simple, direct, do not involve major policy changes so that they can be implemented very quickly, targeted, timely and effective to help citizens ride out the financial turmoil. Stimulus measures have fallen into three major categories: supporting enterprises; providing more jobs and training opportunities; and, providing relief to the public. Hong Kong, China expects the measures to improve the 2009 GDP figures by about 2%. 

Hong Kong, China advised there is still need for economies to closely monitor the situation and consider the need to implement further measures for fiscal stimulation. In reviewing fiscal measures already in place, and considering further measures, would be useful to conduct a more detailed study on the quality, effectiveness of such measures. Economies should stay alert to the need for exit strategies. 
The IMF provided the meeting with some background on its paper, The Global Outlook for Public Finances and APEC Economies (Document 2009/SOM2/FMP/SFOM6/013rev1). The paper was developed in response to the request at SFOM5. The paper covers three main areas: fiscal policy response to the crisis – the scale, composition and impact; public finance outlooks; and, exit strategies. The main message in the near term is that it is essential to maintain a supportive fiscal stance, but it is also necessary to start charting a coherent mid-term path of fiscal consolidation to anchor expectations. Budget deficits will need to be reduced substantially to bring public finances back to a sustainable path. Given the size of the necessary consolidation in many economies, fiscal strategies will need to be designed within a multiyear horizon and encompass a range of initiatives including entitlement reform, fiscal consolidation, growth oriented policies, and structural fiscal reforms. Fiscal exit strategies would benefit from regional/international coordination to avoid a sharp global fiscal withdrawal.
ADB discussed the key messages in their paper, Will Asian Fiscal Stimulus Packages Stimulate Growth (Document 2009/SOM2/FMP/SFOM6/010). Quite a few Asian economies have introduced fiscal stimulus measures of varying degrees in response to shortage in external demand stimulus. Common themes in spending pattern of the fiscal stimulus measures have been focussing on spending on infrastructure, housing and social development. Most economies have struck a good balance between demand creation and asset creation. The measures are targeted, timely and, hopefully, temporary. ADB suggested that economies still need to wait for a while before implementing exit strategies. 
Singapore noted it is currently trying to work out the right time to implement exit strategies. Withdrawing the stimulus prematurely could do more harm than good. Singapore also wondered how to communicate such a move to markets and businesses. Singapore suggested that it would be useful for the IMF report to include the non-G20 APEC members as well. 
Korea made a presentation on green growth (Green Growth and Green Finance in Global Economic Recession, Document 2009/SOM2/FMP/SFOM6/004; and, Green Growth and Green Finance in Global Economic Recession – Presentation, Powerpoint Presentation 2009/SOM2/FMP/SFOM6/024). Korea noted the importance of green growth and green finance given the current global crisis. Korea suggested further research on the topic and experience sharing.
The United States noted exit strategies were important to keep in mind, but it was also important not to choke off near term recovery. In terms of its deficit, the United States recognised two-thirds were due to the recession e.g. financial sector support policies, and will unwind naturally as growth resumes. The United States’ medium to long-term strategy is to return to a 3% deficit. Partly this will occur through a natural unwinding, but other part will be through longer term structural reforms. 
The United States suggested it would be useful to talk discuss the appropriate balance between supporting growth and starting to thinking about exit strategies at the FMM.
China provided a brief update on China’s stimulus package. Implementation of the two-year package has been carried out effectively. The latest statistics released by China’s National Statistics Bureau were encouraging, and highlighted an increase in investment in fixed assets and consumption. The following are some of the priorities the central government has attached to when designing the stimulus package: design needs to be timely, well targeted; should focus not only on investment in infrastructure, but also promoting consumption; and, the package should not be designed to be purely as counter-cyclical measure, but should also be designed to promote economic restructuring. 
The Chair summarised the session, noting the need to be careful about premature withdrawal of stimulus measures, but at the same time needing to think about exit strategies. In terms of longer-term priorities, the Chair noted discussions centred on: inclusive, sustainable growth; the need to build capabilities in terms of training and infrastructure development; and, the need for structural reforms. 
Session 3: SOM-SFOM Symposium on Addressing the Economic Crisis, Preparing for Recovery     

The SFOM Chair opened the symposium. The SFOM Chair noted it was the second time SFOM and SOM had meeting jointly, albeit in a different format. At the first joint dialogue in February, APEC’s response to economic crisis, particularly areas of strong overlap between trade and finance and areas where APEC can make contribution were discussed. It was agreed there was a need to take appropriate fiscal, monetary and social resilience measures to help businesses and individuals through the crisis. As an organisation devoted to improving lives by promoting trade and investment flows, APEC important role for strengthening consensus for open trade in this challenging time. There is strong interest from economies in exploring how APEC can make a bigger contribution to this area, fostering inclusive growth. 
The SFOM Chair recalled in February, SOM and SFOM officials agreed trade financing was an area that merits further attention. It was agreed APEC should promote an exchange of information on trade financing and help strengthen economies’ capacity in this area. Case studies on how selected APEC economies have facilitated trade financing have been developed, and a broader survey was undertaken to generate a picture of the trade finance situation across APEC and highlight ideas on areas APEC economies could collaborate in this area.
· Session 1: Fostering Inclusive Growth

The PSU Director made a presentation on What Is Inclusive Growth? (Powerpoint Presentation, 2009/SOM2/SOM-SFOM/SYM/006; Background Paper, The Global Economic Crisis: Effective Responses and Policy Strategies to Address the Human Impact, 2009/SOM2/SOM-SFOM/SYM/004; Handout, What is Inclusive Growth About?, 2009/SOM2/SOM-SFOM/SYM/005; and, Speaker Notes for Inclusive Growth Presentation by Policy Support Unit, 2009/SOM2/SOM-SFOM/SYM/007). 

The PSU Director noted elements of inclusive growth have existed for some time in academic works and work of international organisations, but have become better defined through material such as the World Bank’s Knowledge Brief. Inclusive growth draws together macroeconomic and microeconomic determinants of growth, focusing on individuals as economic actors. 
From a longer term perspective, inclusive growth encourages investment to enhance capabilities and to progress structural reform. Time lags exist between implementation and outcomes. Social safety nets and other structural assistance measures can assist in transition phase. Well designed social safety nets are necessary underpinning to support an approach of inclusive growth. 
The PSU Director suggested APEC should consider adopting agenda like inclusive growth: provides framework for trade-offs between policies aimed at growing GDP pie and those aimed at redistributing that pie; is more likely in result in sustained growth in GDP per capita; and, provides an overarching policy framework that allows political and policy tradeoffs to be judged against temporal, sectoral and fiscal impacts. 
Ambassador Yoshiji Nogami, President, Japan Institute of International Affairs and Chair, Japanese National Committee for Pacific Economic Cooperation Council, presented on the Longer Term Regional Efforts to Enhance Social Resilience (2009/SOM2/SOM-SFOM/SYM/009). Amb. Nogami noted implementing economic stimulus packages is the primary concern in the short-term, but developing economic structures, social economic structures more resilient to economic crisis is also task in the long term. In the wake of sudden evaporation of export demand, many in region pointed out need for a more sustainable growth strategy, less vulnerable to changes in external demand structure. 
For this reason, the Japanese National Committee for PECC have prepared to launch a project on the how to strengthen social resilience including the aspects of social safety nets. Possible key topics to be dealt with include the ability of social safety nets to make societies more resilient to economic crisis, and to promote domestic demand and growth. 
Dr Wang Haifeng, Senior Fellow and Director in International Economy, Institute for International Economic Research of the National Development and Reform Commission (NDRC), China, made a presentation on Reshaping Growth Model: Opportunities and Challenges of China (2009/SOM2/SOM-SFOM/SYM/008). Dr Wang discussed China’s response to the current economic crisis and how to reshape China’s growth model in the longer term. Dr Wang noted the challenges to China’s growth model included an imbalanced economy, weak domestic demand, dependence on the external sector, income distribution problems, lack of a social security network, and environmental problems.
Dr Wang suggested APEC had a role to play in avoiding trade protections, facilitating trade finance and encouraging FDI flows. It would also be useful for APEC to identify weaknesses in existing growth models for different economies and provide recommendations if possible and to propose a mechanism to help small vulnerable economies, such as a cross-border or transnational infrastructure program.
Mr Zhuang, Assistant Chief Economist, Economics and Research Department, ADB, presented on Inclusive Growth – Toward a Prosperous Asia and the Pacific: Policy Implications (2009/SOM2/SOM-SFOM/SYM/010). Mr Zhuang spoke on three topics: why Asia and the Pacific need inclusive growth; what should be policy ingredients of inclusive growth strategy; and, how ADB is supporting inclusive growth in Asia and the Pacific, and its recently adopted Strategy 2020. 
Mr Zhuang noted more economies in the region are putting inclusive growth at the heart of the growth development strategies. Inclusive growth strategy needs three pillars: need to keep growth high and sustainable so larger amounts of economic opportunities can be created; need to promote equal access to opportunities; and, need to provide social safety nets to prevent extreme poverty.  
The SOM Chair observed three ideas coming across clearly as to why APEC is interested in inclusive growth. First, the centrality of people – concerns about equality and access to opportunities. Second, macroeconomic motivations for this – issues related to domestic demand, domestic consumption and wage share of income. Third, trade and investment liberalization – consensus for free trade. If benefits of growth are more widely shared through inclusive growth, can restore consensus for trade and investment liberalization. 
Singapore asked ADB why public housing was not mentioned in the strategy.  ADB responded that public housing was covered under the social safety nets pillar. 
The United States noted the ADB presentation was helpful for outlining three pillars of inclusive growth. The first, maximizing economic opportunities, was not new to APEC, but the others pillars were areas where APEC has not been as active. The United States suggested APEC could try to develop some broad-based principles, do surveys of case studies or studies of best practices. These would be useful ways for APEC to do some value-added in the area of inclusive growth. The United States also suggested the area of financial services – access to basic financial services and the opportunity to use financial services to create economic opportunity – was an important area in which APEC could do more work. 
Japan stated the discussion was important for next year’s agenda and they hoped to have better programs for ECOTECH to support development of people in the region.
Canada noted the challenge for many economies in the Asia Pacific region, is how we make the transformation from growth model based on exports, to a more domestically-oriented, socially inclusive growth model. While it is easy to say we should do this, the difficulty is the transition. Amb. Nogami agreed transition may be difficult, and suggested economies get together to discuss and review the difficulties. 

China asked why the tools are popular in other parts of the world eg Europe, but not in Asia, and whether taxation system in Europe could also be applicable in Asia. The SOM Chair responded it was his sense is that APEC economies on both sides of Pacific have lower tax-to-GDP ratios than European economies and models adopted here are quite different from European social economy models financed by high levels of taxation and generous levels of social safety net mechanism. 

Amb. Nogami added most of the economies in the APEC region will never be like Northern European countries. The maximum will go to is medium level burden. 
The PSU Director stated in the provision of social safety nets, there can be private contributions as well as public contributions. Private contributions are not controlled; the end result can impact on government, not the private sector. There is a need to look at sustainability as well as who bears the burden. Within APEC, there is already a broad range of expenditures covering social and health sides of budgets. Need to look at the design of the schemes, their targeting and their features. 

Australia noted there seemed to be an emerging consensus that APEC should do something on this issue, but the question is the “something” given the enormous size and complexity of the subject and the fact that lots of other people are doing work on this. Australia asked how APEC could most usefully contribute on this issue. Australia suggested that a small area that APEC could add value was by talking about the role of central policy agencies in trying to design social safety nets and picks up on the point of sheer diversity of APEC economies, different requirements, and what the PSU said about need to get design of systems right.
The PSU Director agreed the membership of APEC crosses such a diverse range of experiences and lessons learnt, that there would be a rich source of information that could be shared including what experiences have been happening in individual economies and where individual economies have learnt from these experiences and where they would like to be and how they would like to get there. 
The EC Chair agreed with the SOM Chair’s summary of inclusive growth as having three areas: social safety nets, rebalancing external and domestic demand, and regional integration. The EC Chair asked what APEC could do to further develop the discussion on possible interaction of the three areas and try to reach integrated picture on inclusive growth.

· Session 2: Facilitating Trade Finance

Mr Marc Auboin, Counsellor in the Economic Research and Statistics Division, World Trade Organization (WTO), and Member of WTO Task Force on the Finance Crisis and Trade, provided an overview of trade finance in the Asia Pacific (Trade and Trade Finance in the WTO, Powerpoint Presentation 2009/SOM2/SOM-SFOM/SYM/011). Mr Auboin noted the potential damage of decreased trade finance could be enormous for international trade, as 80-90% of world trade is subject to some form of financing. Part of the collapse in international trade in past year is due to lack of trade finance. 

The trade finance problem came to light through a number of surveys. The surveys, undertaken in 2008, showed trade was still growing, especially in developing economies, but trade finance was declining, so there was a gap between the two. The information was corroborated by international banks. The WTO estimated that the gap was approximately US$300 billion, which was not that substantial when compared to the volume of trade that involves credit or insurance.

Mr Auboin noted developing economies were most affected by the reduction in trade finance. Part of the problem is liquidity in West, another part of the problem is risk perception in developing economies and capacity to pay. Efforts to ease the problem have included risk mitigation by development banks and the provision of liquidity to banks by development banks. The G20 package was developed on the basis of these ideas and provides US$250 billion of trade finance, which was the gap identified at the time. 
Mr Auboin could see some easing in the situation in Asia, but not in all economies. In Latin America, 50% of banks have difficulty accessing finance due to cost and heightened risk perception of their economies. 

Singapore presented the findings from APEC 2009 Trade Finance Report (Document 2009/SOM2/SOM-SFOM/SYM/015; and Powerpoint Presentation - APEC 2009 Trade Finance Report, Powerpoint Presentation 2009/SOM2/SOM-SFOM/SYM/016). Singapore undertook the trade finance survey to give an indication of the trade finance situation across APEC economies and the measures economies have put in place to support trade finance. Singapore noted 18 out of 21 economies participated in the survey. Beyond that, case studies were received from Chinese Taipei, Indonesia, Japan, Korea, Singapore and Hong Kong, China. The case studies provide more detailed analysis of trade finance situation in the various economies. The report also contains summaries from news reports on how APEC economies have worked together, and with the MDBs, to support trade finance in the region. 

With regard to the results of the survey, Singapore noted most economies felt that trade finance was an area of concern. The most common reasons cited for the current trade financing situation were increased risk aversion of financial institutions towards companies, higher perceived counterparty risks and general liquidity shortage in the economy. Most economies expect the situation to ease in the next six months, although the situation still bears watching given uncertain credit conditions. 

Facilitating trade finance is an important policy measure to support the global trade and the global economy. In this regard, all but one respondent already had existing programs to support trade finance in their economies. In response to the crisis, 15 of the economies had implemented new programs. Based on survey, APEC economies have committed US$70bn to ease the trade finance situation in the next 2 years.
The report also suggests how APEC economies can work together i.e. trade finance data collection, cooperative efforts in trade finance programmes, and information and experience sharing. Singapore thanked the economies that participated in the survey, particularly those who had provided case studies. 
Hong Kong, China shared its experience in resolving the challenging question of trade finance (Presentation – Trade Finance Case Study: Hong Kong, China, Powerpoint Presentation 2009/SOM2/SOM-SFOM/SYM/012). At end of 2008, Hong Kong enterprises faced a severe liquidity problem. Hong Kong, China introduced a number of measures in response. It enhanced its existing SME Loan Guarantee Scheme by making it more flexible and increasing the amount of government guarantee; injected additional money into the SME Export Marketing Fund; and, established a Special Loan Guarantee Scheme. The Export Credit Insurance Cooperation also launched a series of enhancement measures to facilitate exporters in obtaining better export credit insurance cover for their exports.

Hong Kong, China noted there were two main challenges in addressing the trade finance problem: banks’ willingness to lend and the high interest rate. As trade has been picking up, banks have also been more willing to lend and interest rates are coming down. Hong Kong China also noted that the International Finance Corporation is considering setting up a Global Trade Liquidity Programme in the region. It will closely monitor the development and consider the merits of participating in the Programme. 
Indonesia presented its case study (Presentation – Trade Finance Case Study: Indonesia, Powerpoint Presentation 2009/SOM2/SOM-SFOM/SYM/014). Indonesia stated its exporters have raised their concerns over access to trade finance. Pricing of trade credits has increased, and increasing counterparty risk and rising costs for foreign exchange funds have undermined market confidence in providing trade finance in Indonesia. Indonesian authorities introduced measures to help ease the bottleneck on trade finance.
Indonesia noted the results of a domestic survey which showed the trade finance situation has improved slightly from March 2009 to July 2009. It also indicated the problems in bank willingness to lend, higher banking cost, and collateral requirements have reduced significantly in July 2009.

Japan informed the symposium about Japan’s trade finance initiative as agreed at London G20 summit in April 2009 and its implementation (Presentation – Trade Finance Case Study: Japan, Powerpoint presentation 2009/SOM2/SOM-SFOM/SYM/013). Japan noted to overcome the current constraints on trade finance, they were urged to fully mobilize a variety of financial tools to supply liquidity for trade activities and provide sufficient guarantees/insurances to mitigate risks and reduce costs of trade. Institutions such as each economy’s ECAs and/or MDBs should maximize their own facilities on trade finance, and contribute to promote trade finance especially in developing economies.

Japan noted progress in the implementation of the trade finance initiative including by: strengthening the Asia-Pacific Trade Reinsurance Network; concluding reinsurance agreements with Asia-Pacific ECAs; and, close cooperation with trade finance programs run by the IFC and the ADB.
The SFOM Chair stated the trade finance report gives good overview of trade finance situation in APEC. It is a broad overview, enriched by case studies from various economies. From the report and the presentations, the conclusion could be drawn that the worst of the problem seems to be over, but economies would still need to be watchful. It mirrors the current economic situation. 
The United States noted two issues arose over last year in trade finance: liquidity and the increase in counterparty risk. The United States asked what APEC can do to look at the risk issue as the liquidity issue no longer seems to be a problem. 
The WTO remarked liquidity was still an issue for some economies. On counterparty risk, Mr Auboin noted Western banks were in much worse shape than Asian banks. Anyone coming with counterparty risk will be rejected by management in these banks as there is no appetite. The situation is not as bad in the APEC area, but still need to deal with the global banking sector which is subject still to liquidity and capital constraints. 

Mr Auboin noted regulatory issues with regard to Basel II. Problem is that the basic principle of Basel II says that the sovereign risk of the economy cannot be worse than any individual counterparty risk. 

The SFOM Chair asked how economies deal with the counterparty risk. 
Hong Kong, China responded that chambers of commerce/trade associations come to the government saying the banks had been over cautious in assessing risk in respective of individual enterprises and certain trade sectors eg tourism. The Hong Kong Monetary Authority regulates, ensures banks lend prudentially, but faced by this crisis they also been encouraging banks to continue to lend and not to discriminate against sectors, or type of business. Hong Kong, China stepped in by providing government guarantees (70-80% maximum, to ensure banks share risk), which seemed to have worked. Even with same degree of risk assessment, banks have been more willing to lend. 
Ken Waller from the Melbourne APEC Finance Centre (MAFC) agreed liquidity remains a very serious issue in this region and globally. It is important for this region to take more thought about what can be done internally. APEC ought to be giving more attention to liquidity within the region and bilateral relationships between economies to support banking systems. 
Hong Kong, China agreed it was premature to be optimistic about whether we have turned the corner. At the same time, as we continue to review whether things we are doing are enough to help economies, it is important to think ahead to exit strategies. 
The SFOM Chair noted the similar thread in economies’ responses to issue of trade finance – dealing with risk aversion, liquidity issues. 
The SOM Chair summarised the key messages from the symposium. Inclusive growth is important; it strengthens consensus for trade, enhances opportunities for all sectors of society and reduces poverty. Inclusive growth can also potentially boost domestic consumption and demand and make a contribution towards addressing global economic imbalances. APEC can and must do more on inclusive growth. Inclusive growth is a broad topic, potentially covering far more areas than APEC can take on. APEC needs a framework to organise our approach to inclusive growth and identify and prioritise areas to focus on. Before Leaders meet could scope possible areas under inclusive growth and could map existing APEC work to these areas so we know the lay of the land. Prioritise areas of focus. A substantive work program could begin in 2010 under Japan’s leadership. 
With regard to trade finance, it remains an area of concern, based on the survey. Only two out of the 18 economies surveyed did not have problems with trade finance. The situation has improved, with 12 out of 18 economies expecting the situation to get better over the next 6 months. Situation bears close watching because uncertainty continues to remain. The survey report is a useful read, combines quantitative feedback and qualitative case studies. It is a practical demonstration of APEC’s cooperative efforts to monitor and facilitate trade financing in the region. 
DAY 2 – 18 July 2009

Session 4 – Facilitating Financing for Sustainable Growth

The Chair provided a recap of discussions at SFOM5 on infrastructure financing. The Chair noted that SFOM had agreed it would be useful to talk about the gaps and what can be done, and to organise a platform to share experiences and best practice. 
Mr Khan from the World Bank joined the meeting by videoconference, and provided a presentation on Financing Infrastructure in East Asia During and Beyond the Global Financial Crisis (Powerpoint Presentation 2009/SOM2/FMP/SFOM6/033; and, Infrastructure Impacts and Response to the Global Financial Crisis - East Asia and the Pacific Region, Document 2009/SOM2/FMP/SFOM6/028). 
Mr Khan stated, in regard to infrastructure financing in East Asia, the needs are tremendous and the demand is growing due to economic growth. At a macro level, financing does not seem to be a big issue; the issue is how to channel the capital into infrastructure development. The reasons why more private sector investment has not taken place include: lack of credit culture in public sector infrastructure operations; project financing silos; transactional hurdles; and, the “how to” gap in economies’ ability to implement reforms. Mr Khan acknowledged there was a need for know-how to be shared across the region and suggested it would be useful for APEC to develop a platform to share knowledge, such as the Infrastructure Finance Network developed in partnership with ASEAN. 
Mr Khan discussed the impact of the crisis on infrastructure in East Asia, noting the crisis has thrown into sharper relief long-term policy/structural impediments to closing infrastructure gaps; and, provided information on the range of financing instruments and technical advice the World Bank has implemented in response to the crisis. 
Mr Khan suggested there was a need for governments, the private sector and development partners to design innovative solutions. It would be useful to look at these issues on a regional basis; to not only share information and know-how, but also to allow approaches to be synchronized.

Australia presented its paper, Infrastructure: A Defining Challenge for the Asia-Pacific Region (Document 2009/SOM2/FMP/SFOM6/029). Australia noted the financial crisis had compounded the infrastructure challenges in the region, with government fiscal positions deteriorating and reducing the capacity to meet infrastructure needs, and with the private sector having lower risk appetite. To sustain private infrastructure markets governments have had to take on a greater underwriting role and take on more risk. 
Australia suggested APEC could make a contribution to address these issues. Australia proposed Ministers could underline the importance of continued enhancements in financial and technical assistance from the international financial institutions (IFIs) and multilateral development banks (MDBs) on infrastructure issues. Ministers could also discuss the microeconomic and institutional reforms required to create conditions where new and existing infrastructure is fully utilised and effectively priced.  

Australia further suggested Ministers may benefit from a discussion of how best to facilitate private infrastructure investment in the post-crisis world and on finding the right balance in private and public provision and risk transfer.  

Australia also proposed that Ministers could endorse a framework of guiding principles that may help create greater commonality in approaches towards bidding procedures and concession agreements.  More commonality among concession agreements could also increase cross-border investment by institutional investors, thus boosting the pool of funds available for infrastructure finance and helping find productive uses for Asian savings in the region. 
To develop these ideas for Finance Ministers, an expert study could be undertaken to report before the FMM on areas where the gains from greater commonality in approaches could be maximised, and to provide suggestions on possible guiding principles in these areas.  Input from the ABAC could be sought.  Ministers could then announce the APEC Framework of Guiding Principles for Enhancing Private Sector Infrastructure Provision at the FMM. Ministers would be able to point to some supporting capacity building work with the proposed Australian initiative on financing and managing risks in PPPs in both the national and sub-national level.  
New Zealand thanked Australia for focussing discussions on deliverables for the FMM. New Zealand had recently put in place a National Infrastructure Unit, but had very limited experience in using PPPs. New Zealand was supportive of drawing on other economies’ experiences and supported Australia’s proposal for an expert study to develop guidelines to use in PPPs.

Chinese Taipei shared their experiences with PPPs. Chinese Taipei recognised encouraging the participation of the private sector in provision of funding, innovation and efficiency in infrastructure projects is an important issue for all members. 
Indonesia noted the Indonesian Government had placed more attention on infrastructure in the crisis, and asked Mr Khan how to incentivize more financing to come into infrastructure development. 
The World Bank (Mr Khan) responded there are a number of things different counties have tried and there is no one set formula that is recommended. Mr Khan noted attracting private capital into infrastructure should not be about moving from one sector to another. It should be about creating the right environment where the private sector feels comfortable investing. 
The Chair stated it was a useful reminder that infrastructure development is long term and setting a conducive environment for attracting investment is most important.
Canada supported Australia’s proposal, noting APEC is very well suited for this discussion. 
Singapore indicated its support for Australia’s initiative, noting it should be a useful reference for infrastructure investors. 

The World Bank (Mr Khan) responded this was an area in which APEC could add a lot of value. The common documentation and common rules would be useful for investors to know they will have to go through the same kind of analysis, but it also allows a number of economies to adopt certain procedures and rules because the regional platform demands it. It allows them a certain amount of political room to manoeuvre.  
Mr Khan suggested it would also be useful to have a common platform for the clearing the deals i.e. a common platform set up in one APEC economy where a number of investments done around the region could be housed and registered. The World Bank would be happy to work with APEC on this to try to explore further a common trading platform for infrastructure assets so that they could be registered in one place and would make it a lot easier for the institutional investor, to create a secondary market.  
Mr Khan also acknowledged the work the World Bank was doing with Australia and Malaysia on infrastructure financing. 
Vietnam drew some conclusions from their experiences: PPPs are playing more and more important role in infrastructure financing in Vietnam; it is a learning-by-doing process; there is no common formula for PPP projects; and, it is important to study international experiences, but each economy’s economic and social conditions need to be considered. (Public - Private Partnership (PPP) in Viet Nam: Current Situation and Prospects, Powerpoint Presentation 2009/SOM2/FMP/SFOM6/017). 
The Chair commented this highlights the importance of economies learning from one another. An international platform to learn from one another in terms of experience and expertise, bringing in the private sector and MDBs, would be useful.

ABAC updated the meeting on work being done by ABAC, including: helping address information asymmetry between the private and public sectors; needing to develop broader and deeper capital markets; and, promoting more active role for IFIs in the provision of long-term funds in local currencies. ABAC is also working on the idea of a regional infrastructure partnership which should provide the framework that would address the essential ingredients of governments, IFIs and the private sector. ABAC noted its interest in actively participating in the World Bank – Singapore: Regional Infrastructure and Urban Development Financing Conference. 

World Bank provided the meeting with some information on World Bank – Singapore: Regional Infrastructure and Urban Development Financing Conference (Powerpoint Presentation 2009/SOM2/FMP/SFOM6/034). The themes of the conference will be: Financing Cities: Redeveloping City Downtowns; Restructuring SOEs to be Better Partners for Development; and, Smart Grid Technologies & Financing Solutions for Sustainable Cities. Best practices from around the world will be presented, what is going on in the region will be explored and reviewed, the problems will be highlighted and hopefully the conference will come up with some solutions and some recommendations that can be implemented. 
Singapore explained the ‘marketplace’ at the conference would be one where economies can show projects in the pipeline to potential financers and developers attending the conference.  Singapore requested feedback from economies about whether this would be useful to do. 

Australia thought it was a good idea and noted it was important to get Ministers engaged in the conference at some point.
The Chair noted while information sharing is useful, tangible outcomes are important as well, hence the idea of the market place. For that to go well, economies would have to participate by bringing projects to the table. The Chair noted general agreement for this initiative. 
The Chair also noted Australia’s idea to set up an expert group to do a study for Minister’s consideration was something worth doing. It would be important to involve the right parties, including the private sector and development banks so as to have a broad perspective of the issues and how to go about addressing these issues. Money itself was not an issue, it was the environment and the ability of economies to attract private sector that was lagging. The conference and the expert study will go some way in addressing some of these deficiencies and gaps.

Session 5 – Broadening the Institutional Investor Base

ADB made a presentation on the Implementation Plan to Strengthen ASEAN Capital Market Development and Integration under the ASEAN Economic Community Blueprint 2015 (Powerpoint Presentation 2009/SOM2/FMP/SFOM6/026). ADB noted there was a feeling that ASEAN’s capital/equity markets are losing competitiveness, and an objective of the plan was to see if ASEAN can acquire the scale/depth in markets to compete effectively with the global players. 

The exercise governed by three core elements: creating an enabling environment through a system of mutual recognition and harmonization; creating the market infrastructure and regionally focused products and intermediaries; and, strengthening implementation mechanisms at national and regional levels. Initiatives under these themes include: Mutual Recognition & Harmonization Framework; Developing Exchange Alliance Framework; Promote new Products & Regional Intermediaries; Strengthen Bond Market Development & Integration; Domestic Capital Markets Development Plans; and, Strengthening the ASEAN Implementation and Coordination Process through the ASEAN Secretariat. 

Indonesia provided members with an update about the seminar on regional capital market integration held in Jakarta in March 2009.
Australia provided an update on the Developing a Diversified and Sound Institutional Investor Base workshop. The workshop was a targeted capacity building activity over three segments in March and July 2009 with workshops held in Kuala Lumpur and Hanoi. It was led by Australia and Malaysia, with Indonesia, Thailand, Vietnam and China as active participants. Segment one introduced current thinking and technical tools that could be adopted to approach reforms required to support institutional investor development. In segment two, participants prepared draft action plans in consultation with key stakeholders in home economies. The plans drafted aimed to address a specific problem identified as an impediment to broadening the institutional investor base. In segment three, participants workshopped barriers in implementing the chosen actions. 
Drawing from the outcomes of the workshop, Australia suggested APEC could encourage regulators to map provisions that require insurance and pension funds to invest a minimum percentage of their assets in government securities as this would help create structured demand for long term, fixed-income securities. It could also encourage regulators to consider enabling legislation for reforms to pension systems to permit private and/or supplementary pension funds, and legislation to allow foreign participants in insurance, pensions and portfolio management centres. 
ABAC updated members on the 3rd ABAC Private-Public Sector Forum on Bond Markets. ABAC thanked Singapore’s Ministry of Finance and the Monetary Authority of Singapore, the APEC Secretariat, the Malaysian Finance Ministry, the IMF and the ADB for their kind and efficient collaboration. A report on forum will be drafted and reviewed at the ABAC meeting in Viet Nam in August, and will submitted to Finance Ministers at the FMM.
Participants in the forum recognised the important role that regional public-private sector dialogue can play in the development of bond markets. ABAC submitted for SFOM’s consideration the continuation of this initiative by holding the 4th forum next year. 
Special session 1: Report from Economic Committee (EC)
The EC Chair provided an update on the activities of the Economic Committee (Economic Committee Chair Update to 6th Senior Finance Officials’ Meeting 2009 (SFOM6), Document 2009/SOM2/FMP/SFOM6/027).
The EC Chair noted regulatory reform for improving business environment is one of the priority areas in this Singapore year. EC was asked by SOM to come up with a preliminary list of priority areas for regulatory reform to SOM2 for its further consideration. The preliminary list of the priority areas identifies five of the Ease of Doing Business Areas: Starting a Business, Enforcing Contracts, Getting Credit, Trading across the Border, Dealing with Permits. 

The EC Chair also highlighted the work EC is doing on new issues arising from the crisis and the development of a post LAISR (Leaders' Agenda to Implement Structural Reform) agenda. At SOM1, EC held a round table discussion on the implications of the global financial crisis on structural reform. The EC plans to hold a brain-storming session for restoring growth at EC2 next week to discuss policies for addressing the crisis and rebuilding the basis for sustainable growth. The EC also proposes to hold a High-level Policy Round Table in 2010, inviting high-level participants from the governments, academics, and representative of business. 

The EC Chair updated SFOM members on the EC’s intended work on inclusive growth. With the input of what was discussed at SOM2 retreat, EC2 will discuss how to further develop the concept of inclusive growth. Assuming consensus at EC2, EC will come up with a progress report by AMM this year, and after that will continue that work to try to develop an integrated picture of inclusive growth to be used as base for discussion both in various Ministerial meetings and the High-level Policy Round Table. 
Australia stated structural reform is important to the key macroeconomic challenges facing the world today. The work of the EC on these issues is particularly important at this time and should be strongly endorsed by Finance Ministers when they meet. Australia suggested some direction to the work should be given by Finance Ministers. 
The Chair agreed there needs to be greater integration between the FMP and the work the EC is doing.
ABAC noted they have been doing work in the Finance Working Group on the issue of financial inclusion over the past few years. ABAC suggested recommending the issue to Finance Ministers as an area to work on. 
The EC Chair undertook to try to keep in close contact with FMP. The Chair suggested building stronger linkages between EC and FMP. 
Special Session 2 – Fiscal Priorities Beyond the Crisis (continued)
Chinese Taipei gave a brief outline of fiscal measures that had been implemented to stimulate the economy and encourage employment. Chinese Taipei noted with expansionary fiscal policy, it is inevitable that government debt is expected to rise, but that they have drawn a comprehensive plan for fiscal stability and expect to achieve fiscal balance in the future. Chinese Taipei is also seeking to upgrade certain industries. Chinese Taipei is over-dependant on the ICT industry, and is now seeking to encourage development of six key emerging industries: biotech, tourism, green energy, medical and health care, high-end agriculture and culture and creation. 
Korea stated in order to find best solution to the crisis, more thought was required to find cause of this crisis. Korea suggested there was an unsustainability that needed to be resolved, and a new model for economic growth and development was required. An inclusive growth strategy is all the more meaningful t this time.
With regard to exit strategies, Korea suggested that these should not be undertaken until there was a clear sign of economic recovery and that exit strategies should be adaptive rather than pre-emptive. Korea also noted that a common understanding was required about when and how to undertake the exit strategies. 
Korea also indicated its support for the expert study and for the World Bank-Singapore conference, and would like to have some meaningful contribution to both initiatives. 
Australia endorsed Indonesia’s comments on the importance of action and ambition in midst of crisis. Australia also endorsed the comments made about the importance of thinking about exit strategies as we get into this phase of the financial crisis. As economies are in different stages of coming out of the recession, it was important to frame the exit strategies as being state-dependent, rather than being time-dependant. Australia suggested that some commonality of understanding be developed about what the macro environment may look like to start implementing exit strategies and what the exit strategies may actually look like. 
The Chair responded that a common understanding of the environment is important, but for some measures, such as bank deposit schemes, coordination may be required. 
The United States agreed with Australia’s comments regarding exit strategies needing to be economy-specific, not time-dependant, as it depends on where economies are in the recovery path. The United States suggested sets of indicators that might be common for all economies may be useful. The United States noted all economies should be aware of a medium term strategy for bringing deficits back down to a sustainable level and be continually moving along that path.
Malaysia informed members they are also looking at a new growth model. Long-term measures are underway to enhance resilience, strengthen competitiveness and diversify sources of growth to ensure a more broad-based economy. Malaysia is moving away from over-reliance on oil-related revenues, and the Government is working towards transforming Malaysia into a high income economy. Towards this end, policy measures implemented have focused on human capital development, facilitating moving up the value chain, accelerating private investment, and strengthening new sources of growth. 
Singapore shared they are considering various strategies beyond the crisis. As a result of the crisis, the world is undergoing a structural shift, and an open economy like Singapore needs to adjust. Singapore will not be abandoning the export–oriented model, but within this boundary Singapore is re-analysing and seeing what sectoral shifts they may want to look at. Singapore shared three things they are thinking about: inclusive growth, how to continue creating good jobs and rising incomes; energy and sustainable growth/green growth. Singapore is concerned about energy security and needs to diversify energy sources and encourage more energy conservation and efficiency. Singapore is also looking at how to ensure necessary infrastructure and efficient land use. The Singapore Government has established an economic strategies committee (ESC) to develop recommendations for new strategies for Singapore. 
The Chair suggested members discuss APEC’s role with regard to new growth models and exit strategies. APEC Finance Ministers could perhaps note what economies are doing and endorse a set of principles on growth models and exit strategies. 

Australia responded that inclusive growth is clearly an important issue. Australia sensed it is appropriate for APEC to be focusing on inclusive growth, and appropriate for Finance Minsters to have discussions on. Australia noted, from its perspective, the Treasury had been quite involved in trying to influence how these sorts of strategies are pursued domestically, in particular how the Australian social security system has been re-cast over the last decade or two.  Australia asked whether there would be interest in having an initiative across APEC in sharing experiences in roles central policy agencies have played in building social security networks, picking out a narrow sub-set of the whole issue. 
The United States supported the idea. The United States suggested looking at some of the structural reforms within individual economies. The United States further suggested presenting to Ministers the status quo in region now right in terms of social safety nets, and a proposal that Ministers could endorse to bring together some information, do some workshops, and look at ways to expand social safety nets for those economies that are interested. 
The Chair agreed some work was required to present to Ministers why this is an important issue. 
Korea supported the idea proposed by Australia and the United States. Korea noted the concept of inclusive growth is broader than the concept of green growth, and suggested that its green growth study could be included as a sub-topic if a seminar or workshop on inclusive growth were conducted. 
The Chair suggested the issue could be looked at broadly as ‘sustainable growth’, which connotes both environmental sustainability and also broad-based growth. The Chair further suggested the work plan taken to Ministers for endorsement could contain two separate work streams, i.e. inclusive growth and environmental sustainability/green growth. 
Singapore felt that it is more appropriate for finance ministries to look at inclusive growth than trade ministries. While trade officials want to have an outcome of inclusive growth so that the agenda of free trade can be pursued, it is not something which is in their control. Singapore suggested that the FMP needs to work with the EC on inclusive growth, to see how the FMP can fit into the EC’s plans. There is a need to make sure two different sets of work streams on inclusive growth aren’t produced within APEC. 
PECC noted that as part of their work program on enhancing social resilience, they are planning a series of workshops over the next 12-36 months. PECC undertook to keep the FMP informed about the workshops. 
The Chair summarised the session, noting discussions centred on both short-term and longer-term issues. Short-term issues included: caution regarding premature withdrawal of stimulus measures;  exit strategies – need to have common understanding of what the environment is like before we make decisions about exit, perhaps some need for coordination for certain measures; need to consider beyond the short-tem, think about medium-term framework so not too short-sighted. 

Discussion on longer-term priorities centred on: need to look at new growth areas e.g. upgrading industries, diversifying economic structure, looking at green growth and new areas economies will pursue. Some discussion of certain longer term issues may call for sharing, as they are relatively new e.g. green growth/environmental sustainability. With regard to inclusive growth/social resilience, the Chair noted work being done in other APEC fora and the need to coordinate with those fora. 
Session 6a – Arrangements for Finance Ministers’ Meeting

The Chair introduced the session by explaining that Singapore had made some changes to the FMM meeting format in order to make it more worthwhile for Finance Ministers. The duration for the FMM itself was streamlined to a day, but interesting events had been built around FMM,  
Singapore presented the draft FMM program to members (Draft Programme - 16th APEC Finance Ministers’ Meeting and Related Meetings, 10-12 November 2009, Document 2009/SOM2/FMP/SFOM6/031). Singapore noted it wanted to integrate FMM in way that is most meaningful for Ministers. As such it has been arranged so that is close to the Leader’s meeting (AELM), the APEC CEO summit and the World Bank-Singapore infrastructure conference. 
Canada agreed that a shorter week makes sense and asked when SFOM members are likely to see the Joint Ministerial Statement (JMS) draft. The Chair indicated that it would be circulated around mid-October.
Mexico asked whether there would be a theme for the Ministerial retreat. Singapore responded that there would be, but it was not finalised as yet. 
The United States reiterated that it would be good to have a sense of what the topics will be for the Ministerial retreat and the ABAC lunch. The Chair indicated that the topic for the lunch had not been decided yet. 
Australia endorsed the idea of have a one-day FMM. Australia cautioned that, due to the overlap of the FMM and the AMM, there would need to close coordination to ensure the Ministerial Statements did not contradict each other, or were not too similar with too much overlap. Australia noted it was important for each of the two groups to sticks to their own territory.  The Chair agreed there was a need for coordination between the tracks and to ensure the two statements are separately meaningful. 
Japan supported the shortened meetings and the differentiated subjects in Deputies meeting and the FMM. With regard to the agenda for the FMM, Japan suggested as the meeting is still four months away, need to keep some flexibility in formulating the agenda so that the forum is most productive. The Chair agreed it was important to maintain flexibility so Ministers could have topical and relevant discussions. 
Singapore added the agenda will need to be refined over the next few months, but some of these issues, such as fiscal measures and infrastructure financing, have been discussed over the course of the year, so it would not be feasible to deviate away from them too much. The retreat could be where the most relevant issues are discussed.
Brunei sought clarification whether the endorsement of the JMS would be included on FMM agenda. The Chair noted time will be factored in for Ministers to endorse the JMS.
Australia noted for the last two years, it had been the practice of host economy to draft discussion notes – short primers for the Ministers on the key policy themes – and asked whether Singapore was intending to do this. The Chair responded Singapore could do this, if economies found it useful.
Indonesia asked whether Ministers would need to discuss the achievement of the Bogor Goals. Singapore noted trade officials would be looking at this issue centrally. At this moment Singapore was not thinking to bring into Finance Ministers’ statement, but could if members wanted.
Vietnam asked about the participation formulas for the meeting and whether these could be increased. The Chair noted the participation formulas were based on precedents, but would check back on these. 
Session 6b – Joint Ministerial Statement
Singapore introduced the 16th APEC Finance Ministers’ Meeting, 12 November 2009 - Joint Ministerial Statement - Key Messages (Document 2009/SOM2/FMP/SFOM6/032). Members agreed on the key messages, but United States advised as the drafting process moves from messages to the actual language, each paragraph should be as concrete as possible, especially on what actions Ministers have committed to. The Chair agreed where there are actions to be taken, they will be specific. In some parts of the JMS, they will just note certain developments. 

Japan announced the 2010 FMM would be held on November 6 in Kyoto. 
Canada asked whether there would be a standalone statement on global economy for the Leaders’ Meeting.  The Chair did not think this was necessary given the close timing of the FMM and the Leaders’ Meeting, but this would have to be further discussed with the SOM track. 
Session 7 – Mid-Term Agenda

· Update on FMP Policy Initiatives

ADB presented an update on the APEC Financial Regulators Trading Initiative (Document 2009/SOM2/FMP/SFOM6/011). 
Korea provided an update on the APEC Financial Institutions Dealing with SMEs initiative, noting the sixth annual meeting of APEC Financial Institutions Dealing with SMEs was held in Seoul, Korea in July 2009. Korea also provided an update on the APEC Policy Response to Ageing Issue initiative, noting that they were finalising a report on the initiative for FMM.  
Indonesia presented a project proposal on Strengthening Financial Markets Stability in APEC Economies (Document 2009/SOM2/FMP/SFOM6/019). Indonesia noted the objectives of the project were to: describe and analyse the level and determinants of financial integration based on multivariate cointegration and panel regression methods; identify financial markets mechanism and analyse the financial markets stability condition in four members of APEC economies (the United States, Singapore, Indonesia and Mexico); and to make policy recommendation to strengthen the APEC economies financial markets. 
SFOM approved the project proposal.
Malaysia presented a new initiative co-sponsored by Australia/Malaysia, Improving Strategies for Fiscal Sustainability and Economic Recovery (Document 2009/SOM2/FMP/SFOM6/007). Malaysia highlighted that it would be a three-part activity and would take eight months to develop and deliver. It would comprise a seminar cum workshop in Kuala Lumpur, a home-based assignment, and a follow up session in another economy. The activity is open to all APEC member economies, but targeted participants will be from Indonesia, Vietnam, China, Thailand, and the Philippines. Funding support would be available for targeted economies. 
Australia was looking forward to working with Malaysia to deliver the program and noted the tight timeframe to deliver the initiative by December. 
Indonesia and Brunei supported the proposal. 
SFOM approved the initiative. 
The Chair informed the meeting that Australia had agreed to lead the infrastructure financing expert study and sought the interest of economies to be involved. Given the time constraints, the Chair noted it would be challenging to get something up for Ministers consideration at the end of the year. The Chair also sought indications of interest in involvement in the World Bank-Singapore infrastructure conference. The Chair thanked Korea for its previous indication of its intention to be involved with both initiatives. 

Australia stated the timeline for the study was tight, but quite do-able. Australia requested that economies contact them in the next week to two, if they needed to consult capitals, to indicate their interest in being part of the steering committee to help. Australia undertook to keep all member economies involved throughout the process and briefly outlined what it envisaged the process would be. 
New Zealand, Indonesia and Singapore expressed their interest in being involved in the expert study.
Ken Waller from the Melbourne APEC Finance Centre (MAFC) noted the Enhancing Risk Management and Governance in the Region’s Banking Sector project proposal had been revised and requested approval to circulate revised project proposal intersessionally to SFOM members to enable consideration in the next approval session. The Chair agreed. 
MAFC also provided an update on the Catalogue of Policy Experience and Choices (the Catalogue) initiative, noting that the supply of papers have dried up. MAFC proposed a drive to encourage further support, and would like to contact FMP/EC/CTI to let them know what the Catalogue is about. The Chair noted the APEC Secretariat would be able to assist in disseminating any requests.

· Report from PSU

The PSU Director noted he had submitted papers which would provide members with a reasonably detailed update what is going on in the PSU (APEC Secretariat Policy Support Unit (PSU) Projects as at 2 July 2009, Document 2009/SOM2/FMP/SFOM6/025a; APEC Secretariat Policy Support Unit (PSU) Half Year Evaluation Report - 6 Months Ending 30 June 2009, Document 2009/SOM2/FMP/SFOM6/025b; and, APEC Secretariat Policy Support Unit (PSU) Report to the Second Senior Officials’ Meeting (SOM2) – July 2009, Document 2009/SOM2/FMP/SFOM6/025c). The PSU Director noted that most recently, there had been some work done on the topics of inclusive growth (Inclusive Growth, 2009/SOM2/FMP/SFOM6/021)
The PSU Director provided an update on food project (Project Progress Report - Improving Market Structure, Regulatory, Infrastructure and Distribution Systems: Can the Cost of Food to Consumers in APEC Economies Be Lowered?, Document 2009/SOM2/FMP/SFOM6/030). The PSU received an interim draft report and the work done by the consultants was broad and comprehensive. The report looks at both structural reform and food security. The PSU Director undertook to distribute the draft report to Committee members to seek comments prior to finalising the report for FMM.
· Report from ABAC on Capacity-Building
ABAC provided members with an update on a number of capacity-building initiatives to promote public-private partnerships in developing financial systems. ABAC noted work was being done on improving credit reporting systems, bond markets, strengthening financial systems and financial inclusion. 

ABAC also presented the results of the Tokyo workshop on financial inclusion (Financial Inclusion - Results of the Tokyo Workshop and Progress of the Proposal for an APEC Initiative, Powerpoint Presentation 2009/SOM2/FMP/SFOM6/035). ABAC noted the tremendous potential for regional public private partnership, and recommended that an APEC Financial Inclusion Initiative could add value. ABAC suggested key issues which could be addressed in such an initiative would included expanding coverage to financially excluded; commercial banks’ participation; and, private funding through capital markets. ABAC was pleased that Senior Officials had decided to focus on inclusive growth, and suggested that inclusive finance was an important component of such a strategy.
· Document list

The meeting agreed that other than draft and working documents, all documents would be accessible to the public (Restricted documents: 000, 006, 008, 008a, 013rev1, 016, 018, 019, 025a, 025b, 025c, 026, 029, 030, 031 and 032).
Closing Remarks by the SFOM Chair

The Chair summarised the SFOM6 discussions as follows:

· The global financial situation has improved somewhat. We remain hopeful, but also cautious and vigilant at the same time. We will consider appropriate actions if the situation deteriorates. 
· Our joint discussion with SOM on inclusive growth and social resilience was useful and interesting. It is important to think about the contribution that the FMP can make in those areas. On trade finance, there have been some quite useful things done in the past few months, such as the trade finance survey and the case studies. While there is value in SOM-SFOM collaboration, it will be up to future APEC Chairs to decide whether or not to continue with it. 
· We arrived at useful understandings on post-crisis fiscal priorities. Some priorities economies have identified include green growth and inclusive growth. It was agreed that FMP should study these areas more and work with other relevant APEC fora, such as the Economic Committee. 
· Good recommendations came out of discussions on infrastructure financing. We look forward to delivering a good expert study report to the Ministers. We also look forward to a fruitful infrastructure conference in November. Infrastructure financing is an area which leverages on the strengths of APEC, with the involvement of the private sector, member economies and MDBs. 
The Chair thanked members for the support for FMM arrangements and looked forward to good attendance of Ministers in November. The Chair also looked forward to member economies’ support in developing a good FMM Joint Ministerial Statement. 
