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Summary

The rapid propagation of the financial crisis from the US to Europe
in 2007/2008 highlighted the present weaknesses in monitoring and
assessing potential threats and risks arising form the interaction between
macro-economic developments and the financial system worldwide.

Aftermath of the global financial crisis 2008-2009, many causes
have been suggested, with varying weight assigned by experts. Both
principles-based and regulatory solutions have been implemented or are
under consideration. The principles-based regulation should be used
properly and more rules-based regulation should be reviewed. World
leaders worked on responses to the global financial crisis, including
more rigorous international oversight of markets. This paper addressed
how G20 set out the Financial Reform Projects and the guidelines
announced by the international organizations, such as IMF, BIS, and
FSB. Moreover, the financial reform legislations of major countries
and regions, such as US, UK, and EU were reviewed to understand the
new trend and development of the global financial supervisory system.
With the deepening of globalization, to radically rethink our financial
system by learning the key aspects of financial reforms of global
regulatory systems, we need to be aware of various countries' difference
to maintain sound development and competency of Taiwan’s financial

industry. Our recommendations are summarized as follows:



Issues

Policy Options

Financial
Stability

Enhance Marco Prudential Regulatory

» Enforcing Stress Tests

» Establishing Capital requirements for Counter-Cyclicality
Enhancing Capital Quality and Standards of the Banking System
Enhancing Risk Management of Financial Institutions

» Establishing Risk Management Infrastructure

» Improving Risk Management Regulations

» Improving Internal Control

Enhance

Supervision of

Improving OTC Derivatives Supervisory

» Reducing Counter-party Exposure and Systemically Risk

» Establishing the CCP for Standardization OTC Derivatives ,
Non-standardization Product shall be Filed to the Authority

» Establishing Data Repository to Restore Trading Data, and Price
Reporting Requirements to Enhance Market Transparency

OoTC » Improving collateral Management and Executing Stress Tests for
Derivatives Counter-party Risk Management

Amending “Securities Exchange Act” to improve the infrastructure
of OTC Derivatives
Enhancing International Cooperation for the Cross-Border
Supervisory
According to the Recommendations of International Organizations to
promote consistent CRAs Evaluation Standards
Amending CRAs Supervisory Regulations

Enhance Maintaining Consistency of Evaluating Standards between the

Supervision of
Credit Rating

International Rating Institution and Taiwan Rating Corporation
Enhancing the Supervision of Credit Rating Institutions
» Requiring CRAs to take more responsibilities and be more reliable

Agency . - . . .
» Amended “Rules Governing the Administration of Credit Rating
Enterprises”
» Consider to establish CRASs Project Test
Enhancing the Accountability and Liability of CRAs
Improving Establish the Linkage of Company Compensation System between
Corporate Business Performance and Risk
Governance » Amending Self-Regulatory Ethics Codes
and Risk » Amending I_?elated Rules and Regulations
Sound Operation of the Board
Management

»Raising the Requirements for the qualification and the




of Financial Professional Ability of Directors
Institutions »Professional Training and Ethics Requirements for Board
Members
» Establishing Supervisory System for Board
® Enhancing Risk Management
@® Improving the Information Disclosure and Transparency
@ Ethics will be a Key Issue
» Promoting Corporate Governance and Conduct of Business
» Government shall assist Corporations to conduct Social Liability
» Announced “Enterprises Integrity Handbook”

® Encouraging Financial Innovation and Protecting Financial
Consumers

® Integrating Financial Consumers and Investors Protection Systems
» Establishing Financial Consumers Protection Institution

Protecting > Legislating  Financial Consumers Protection Law
Financial |® Amending Regulations of Financial Products Selling Conduct
Consumers » Emphasize Suitability
and » Disclosure and Explanation Liability

» Ratification and classified of the Investors

» Disclosing Financial Consumptions Information

Popularize Financial Knowledge and Education

Improving Financial Consumers and Investors Compensation

System

» Establishing Dispute Resolution for Financial Consumption
Conflicts

» Pursuits and Compensation

Encouraging
Financial

Innovation P

® International Supervisory Cooperation is the key issue for preventing
the next Global Financial Crisis; however, the major countries still
have no substantial active on this matter.

® As the tender situation developing between the Cross-Strait

Advancing relationships, the government shall convince Mainland China
International government to agree with Taiwan membership for international
Cooperation organizations, such as, FSB, or be a subject of the International

projects, such as, FSAP.

® The government shall establish consistent contact channels to
communicate with the cross-border supervision and crisis
management mechanism.




This paper tries to provide policy suggestions for our Authority and
wish to be useful for continuous financial reform, especially in financial
regulation, corporate governance, and risk management for the future
development of our financial industry.



