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INFORMATION FRAMEWORK INITIATIVE

1. The information dissemination and monitoring framework initiative was
undertaken to (i) help improve the transparency of activities in offshore and
international financial centers and (ii) provide the Fund with data to monitor
developments in financial centers. At the 2003 review of the offshore financial center
(OFC) program, in response to a request by jurisdictions initially made at the first
Roundtable in 2003, Directors recommended that staff work with jurisdictions in their
dissemination efforts. A data template (covering, inter alia, aggregate data on banking,
insurance and securities),' was developed in consultation with the centers and 46
jurisdictions were invited to participate at end-2004. Participation has increased from 16
jurisdictions, when last reported in the February 2006 progress report,” to 28 jurisdictions
(see Table 1).

2. This supplement reviews the data received thus far and the progress made by
participating jurisdictions in their dissemination efforts. Data for major jurisdictions that
declined to participate are also provided where it is available from published sources.

In addition, data on a sample of advanced economies are provided for comparative purposes.
The framework identified a minimum set of variables for dissemination and recommended
that jurisdictions publish data on those variables although jurisdictions could choose to
publish more. Tables 2 and 5 to 13 provide the data received on those variables.

The framework also identified additional variables that were to be provided to the Fund to
help Fund staff monitor developments in financial centers.’

A. Monitoring

Banking

3. The banking sector varies widely in size and scope across the jurisdictions
considered as part of the OFC program. Some centers are major players in the global
market, many are minor players, and some are important within their region. Twenty-seven
jurisdictions have provided data on total assets of the banking sector (Table 2; Figure 1).

As anticipated, in most of the jurisdictions a high proportion of assets are cross-border assets.
This reflects the core activity in these centers (Figure 1).

' See Information Framework Financial Activities in International and Offshore Financial Centers at
http://www.imf.org/external/np/pp/eng/2005/022505a.pdf.

2 Offshore Financial Centers—The Assessment Program—A Progress Report available at
http://www.imf.org/external/np/pp/eng/2006/020806.pdf.

* See Information Framework Financial Activities in International and Offshore Financial Centers at
http://www.imf.org/external/np/pp/eng/2005/022505a.pdf.




4. In general, offshore banks deal mostly with other banks. Tables 3—6 show the
proportion and value of external nonbank assets and liabilities in OFCs. Most banks deal
with banks on both sides of their balance sheets, with only a few having a relatively large
exposure to the nonbank sector. Generally, centers have less than 30 percent of their external
assets placed with nonbanks and only three centers have as much as 50 percent of their
external assets placed with nonbanks. External nonbank liabilities range from 30 to 90
percent of total external liabilities.

5. There is a pronounced regional bias in the direction of funds to and from these
centers. As shown in Figure 2, the European offshore centers gather funds from the rest of
Europe and channel them to institutions in Europe. Similar patterns emerge in Asian and
Western Hemisphere centers. OFCs do most of their business with the major markets in their
regions (U.K. for Europe, Japan for Asia, and the U.S. for Western Hemisphere). Major
financial markets account for a significant share of the claims and liabilities of offshore
banks located in their respective regions.

6. For many offshore banks the provision of investment or fiduciary services are an
important activity. Banks provide a range of services related to wealth or asset
management. In some cases fiduciary deposits include those from parent banks. Eighteen
participants reported data on fees and commission as a percent of gross income. The average
was 23 percent with the highest being 56 percent. Twelve jurisdictions reported data on
assets under management. For three of these jurisdictions, such assets were larger than their
on-balance sheet assets.

Insurance

7. The insurance industry reflects almost as wide a range in size of activity as the
banking sector, with one exception. Bermuda, one of the largest centers for reinsurance
business in the world, accounts for the bulk of insurance business conducted in OFCs.
While some other centers also play a significant role in the global market, several small
centers have only limited activity and a small volume of business relative to the major
players (Figure 3; Tables 7—-10).

8. Captives* and reinsurance companies dominate the insurance business in OFCs.
The growth in captives and reinsurance was in part facilitated by the regulatory and legal
framework put in place by the centers. Indeed, captive insurance was initially established as a
significant business activity in offshore jurisdictions. Reinsurance companies based in OFCs
(primarily in Bermuda) share many of the characteristics of those in onshore jurisdictions.
However, there is one key difference—catastrophe reinsurance is the dominant line of
business. Onshore companies seem to have a more diversified business mix, and a more
balanced mixture of long and short-term liabilities. Catastrophe insurers hold relatively large

* Defined by the IAIS (Glossary of Terms, February 2005) as “an insurance company established by a parent
firm for the purpose of insuring the exposures of the parent or its affiliates”.



amounts of capital to meet sudden large outflows of cash. One of the advantages of OFCs in
this area appears to be the speed with which they can authorize the deployment of new
capital in additional insurance capacity (new companies). Bermuda illustrates that, as in
banking, geography is important—the reinsurance business was launched there in response to
a shortage of US liability insurance in the mid-1980s, and at end-2005, three quarters of
captives’ gross premiums were sourced from North American companies, indicating that
most captives were established by North American companies.

Collective Investment Schemes (CIS)

9. The data show that the number and value of funds based in OFCs are significant
(Figure 3; Tables 11-12). Collective investment schemes, both public (mutual funds) and
private (hedge funds) are offered mostly by the more advanced OFCs. The OFCs provide a
number of supporting services to the fund industry. These include firms that provide
directors, trustees, or general partners; fund administrators; audit functions; registered office
service providers; and investment managers. In many cases a fund may draw upon one type
of service from one jurisdiction and another service from another jurisdiction.

Other data

10. The financial sector plays an important role in many of the economies. Sixteen
jurisdictions provided data on their financial sector’s contribution to GDP (Figure 4;

Table 13). The ratio of value-added to GDP ranges from 6 to 60 percent, with a majority of
ratios being in double digits. Nineteen jurisdictions reported some data on employment and
for some the financial sector is a significant employer.

B. Transparency

11. It is difficult to gauge the degree to which transparency amongst OFCs has
improved. While many of the advanced jurisdictions publish a great deal of statistical
information, including on their websites, the smaller jurisdictions need to do much more.

A brief survey was conducted of the participating jurisdictions to help judge the progress in
transparency in the last three years. Jurisdictions were asked to indicate the data
disseminated as a result of the information framework initiative. Thus far, only 11
jurisdictions have responded to the survey; preliminary results are summarized as follows:’

o Of the 11, six already publish data on most of the banking sector variables. Four of
the remaining started disseminating additional data on the banking sector in response
to the information framework initiative, particularly on external assets and liabilities,
and one indicated that it currently does not disseminate data on these variables.

> The following jurisdictions responded to the survey: Aruba, British Virgin Islands, Cyprus, Gibraltar,
Guernsey, Isle of Man, Macau SAR, Monaco, Montserrat, Panama, and Singapore. One jurisdiction excluded
responses on CIS and another provided no response regarding non-sectoral variables.



o Eight of the ten with an insurance sector® were already publishing relevant data on
the insurance sector and one jurisdiction made a small improvement in response to
the initiative by disseminating additional data.

o Seven of the nine with CIS activity’ already publish data on the number of funds
registered, and data on the value of the funds (i.e., either total or net assets) are
published by six of these. One jurisdiction started to disseminate data on net asset
value following the initiative. Five of the nine jurisdictions are publishing the number
of funds managed in the jurisdictions with four also publishing the net value of assets.
Following the initiative one jurisdiction started publishing both the total and net value
of assets managed in the jurisdiction.

o Seven jurisdictions indicated that they already publish most of the data on the other
variables. Of the remaining four jurisdictions, three do not publish data on these
variables and the other did not respond regarding these variables.

C. Data Issues

12.  Even among the jurisdictions that have made an effort to participate in the
initiative, data gaps remain, particularly for smaller low income jurisdictions. All but
one center among the participants provided some banking data. However, aggregate data on
cross-border assets, specifically broken down by bank and non-bank exposures, were not
provided by about one third of the jurisdictions that submitted banking data. In addition,
three jurisdictions with assets above the threshold did not provide the breakdown vis-a-vis
partner countries for cross-border assets and liabilities.® On the positive side, following this
initiative, Macau SAR is now reporting locational banking statistics (including partner
country data on cross border assets and liabilities) to the BIS. Also, as part of this exercise,
Gibraltar and Mauritius are providing the Fund with partner country data on banks’ cross
border assets and liabilities.

13. Data submission on banking sector variables requested for monitoring purposes
has been mixed. About 60 percent of participants have provided some off-balance sheet
data. Eight jurisdictions have provided limited data on derivatives; 18 have provided data on
fees and commissions; and 12 jurisdictions provided data on assets under management.

The information framework requested data on core financial soundness indicators (FSIs) on

% Insurance companies (as opposed to agents) are active in ten of the 11 respondents.

7 Nine of the respondents indicated that there is CIS activity in their jurisdictions. One jurisdiction indicated that
there was no CIS activity and the other excluded responses on CIS.

¥ The Information Framework had indicated that jurisdictions with banking activity levels below the threshold of
$5 billion could choose to provide a limited set of indicators (see
http://www.imf.org/external/np/pp/eng/2005/022505a.pdf).




an optional basis. Eighteen of the 27 jurisdictions who provided banking sector data provided
data on FSIs.’

14. Data gaps on insurance sector and CIS are somewhat greater than in the
banking sector. In part this could be because many small jurisdictions do not offer offshore
insurance services and/or CIS, but did not report this explicitly. Twenty jurisdictions
provided data on gross premiums in the insurance sector, while 13 jurisdictions provided data
on net asset value of CIS. In addition, 10 jurisdictions provided separate data on assets of
private CIS (hedge funds) and public CIS (mutual funds). Following the implementation of
this initiative, the Cayman Islands has initiated measures to collect and compile data on CIS.

D. Next Steps

15. Consistent with the recommendations in the main paper, the Information
Framework Initiative would continue with the integration of the OFC program with the
Financial Sector Assessment Program (FSAP). The initiative would focus, in particular,
on jurisdictions that do not receive Article IV consultations. Of these, only one jurisdiction
active in offshore business (Turks and Caicos Islands) is yet to commit to participate (Table
1)." Staff will follow-up with jurisdictions to improve the coverage of data being submitted
and to encourage jurisdictions to improve data collection and dissemination.

? Only two of these jurisdictions also participated in the wider Coordinated Compilation Exercise for FSIs.

10 The other two which do not receive Article IV consultations and which have either declined or not committed
to participate, Niue and Nauru, no longer have offshore financial business.



Table 1. Status of Participation in the Information Framework Initiative

Jurisdictions that have committed or

Jurisdictions that have indicated intent to participate but not Jurisdictions that have yetto ~ Jurisdictions that have
submitted data yet submitted data confirm participation declined to participate
Article IV
Antigua & Barbuda Barbados Grenada Costa Rica
Aruba Marshall Islands Hong Kong SAR 1/
Bahamas, The Palau Ireland 1/
Bahrain St. Kitts & Nevis Lebanon
Belize St. Vincent and the Grenadines Luxembourg
Cyprus Malaysia (Labuan) Malta
Dominica Switzerland 1/
Mauritius
Netherlands Antilles
Panama
Samoa
Seychelles
Singapore
St. Lucia
Vanuatu

Non-Article IV 2/

Andorra Liechtenstein Nauru Niue
Anguilla Turks and Caicos Islands
Bermuda

British Virgin Islands

Cayman Islands

Cook Islands

Gibraltar

Guernsey

Isle of Man

Jersey

Macao SAR

Monaco

Montserrat

Total
28 7 3 8

1/ These jurisdictions, while declining to participate in the initiative, have authorized the Bank for International Settlements (BIS)
to forward data on banks' external assets/liabilities to the Fund.

2/ Excepting Andorra, Monaco, Nauru, and Liechtenstein, these jurisdictions are Fund members, and member territories or
dependencies but do not currently receive Article IV consultations.
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Table 3. Banking: External Assets and Loans (end-2006)
OFCs and Selected Advanced Economies

Total external

External assets

Total external

External loans to

assets to non-banks as loans as a nonbanks as a
(in billions of ~ a percentage of percentage of percentage of
US dollars) total external total external total external
assets assets loans
Bermuda 10 20.6 36.7 2.9
Netherlands Antilles 21 58.0 100.0 58.0
Panama 22 52.9 73.9 51.0
Macao SAR 23 20.7 17.9 84.5
Isle of Man 77 23.8 100.0 23.8
Bahrain 160 52.1 100.0 52.1
Guernsey 183 15.4 78.2 5.5
Canada 242 56.9 81.1 51.0
Bahamas 343 8.2 94.8 5.1
Jersey 444 3.7 91.9 3.8
Italy 497 24.5 72.6 14.2
Singapore 604 23.1 94.8 24.4
Hong Kong 621 19.3 70.0 11.3
Ireland 819 48.7 51.6 36.4
Luxembourg 901 354 69.1 26.0
Switzerland 1,122 12.5 92.9 11.6
Cayman Islands 1,672 28.5 90.5 23.8
Japan 1,898 67.3 334 45.0
France 2,196 35.2 56.7 13.8
United States 2,383 23.7 99.3 23.6
Germany 2,794 36.8 67.1 29.6
United Kingdom 5,178 47.0 76.0 38.6

Source: Bank for International Settlements.



Table 4. Banking: External Liabilities and Deposits (end-2006)

10

OFCs and Selected Advanced Economies

Total external
liabilities (in
billions of US

External
liabilities to
non-banks as a

Total external
deposits as a
percentage of

External deposits
to nonbanks as a
percentage of total

dollars) percentage of total external external deposits
total external liabilities
liabilities
Bermuda 3 76.1 90.2 75.2
Macao SAR 9 77.6 86.0 89.4
Panama 18 44.0 70.1 62.2
Netherlands Antilles 19 543 100.0 543
Isle of Man 52 91.7 100.0 91.7
Bahrain 153 33.9 100.0 33.9
Guernsey 155 37.1 93.8 34.8
Canada 209 22.5 98.9 22.8
Jersey 309 52.1 98.4 51.6
Bahamas 347 41.4 98.1 40.8
Hong Kong 353 33.4 94.4 325
Singapore 607 344 87.9 39.1
Luxembourg 607 33.0 93.8 35.2
Italy 678 7.0 100.0 7.0
Japan 682 21.5 96.6 223
Ireland 889 27.8 100.0 27.8
Switzerland 1,001 442 100.0 442
Cayman Islands 1,630 37.7 91.3 39.2
Germany 1,722 23.7 76.4 31.0
France 2,123 6.6 77.2 8.5
United States 3,111 28.9 96.9 27.9
United Kingdom 5,432 28.6 85.2 27.7

Source: Bank for International Settlements.
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Figure 1. Banking Sector (end-2006)1/

1.a. Size of the Banking Sector in Participating Jurisdictions and
Select Financial Centers (log. scale) 2/
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Select Financial Centers 3/
120
98
ok 93
81 82 82
80 | 78 76 43
68
€ 63 66 o 66 o 67
g 60 54 40 58 52
£ 42 41
40 | a2 35
26 2930
20
20 + 14 12 14 15 15
O I I I I I
8859 % 5 : o P > £
Egéé%§sgﬁéggé“ﬁ%gégéééggﬁggg gggggggggg
PR LR FRREER S RAR S EF RN RS REN IS RE Y
g 28”5 8§ 30 52 %8 H 3 2
S 5 ¢ g3 £5
i 3 2 5
& £ 2z

Sources: Information Framework; Bank for International Settlements; and Eastern Caribbean Central Bank.

1/ 2006 or latest available. Data on non-participating jurisdictions were obtained from public sources.
2/ The data have been plotted on a logarithmic scale because of the wide dispersion in asset size among jurisdictions.
3/ Data on bank assets for Samoa and Gibraltar cover off-shore sector only, and therefore the ratio is not reported.
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Figure 2. Geographical Distribution of Banks' Cross-Border Assets and Liabilities (2004-2006) v

2.a. Geographical Distribution of Banks' Cross-Border Assets of Participating Jurisdictions
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2.b. Geographical Distribution of Banks' Cross-Border Liabilities of Participating Jurisdictions
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Sources: Bank for International Settlements; and Information Framework.

1/ The reporting jurisdictions are: The Bahamas, Bahrain, Bermuda, Cayman Islands, Gibraltar, Guernsey,
Hong Kong SAR, Ireland, Isle of Man, Jersey, Macao SAR, Mauritius, Netherlands Antilles, Panama,
Singapore, and Switzerland. They have been grouped regionally as follows: Europe, Middle East and Africa
(EU+ME+AF); Western Hemisphere (WH); and Asia/Pacific (AP). The cross-border assets/liabilities are
reported vis-a-vis the following countries/regions: United Kingdom (UK); Japan (JP); United States (US);
Africa (AF); Western Hemisphere (ME); Europe (EU); Asia/Pacific (AP); Middle East (ME); and
unallocated (UA). Mauritius data for 2004 and 2005 only, and Gibraltar data for 2005 and 2006.
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Figure 3. Insurance and Collective Investment Schemes Sectors (end-2006)1/

3.a. Size of the Insurance Sector in Participating Jurisdictions and
Select Financial Centers (gross premiums on log. scale)
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3.b. Size of the Collective Investment Schemes Sector in Participating Jurisdictions and
Select Financial Centers (net asset value on log. scale) 2/
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Source: Information Framework.

1/ 2006 or latest available. Data on non-participating jurisdictions were obtained from public sources.
2/ The data for Anguilla and Cyprus excludes funds of funds. The asset value for Singapore is on a gross basis.
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Figure 4. Other Sectors (end-2006)"

4.a. Financial Service Sector Contribution in Participating Jurisdictions
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