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INTERNATIONAL MONETARY FUND
Central Banking Depar“ment and the IMF Institute

Report on the Seminar on Central Banking

November 28 - December 9, 1988

Introduction

The fourth seminar on Central Banking was held at the Fund's
headquarters from November 28 to December 9, 1988. The purpose of the
seminar was to provide an opportunity for senior officials from selected
member countries and regional central banks to discuss and exchange views
on recent trends and issues iz monetary policy, banking supervision and
international collaboration among central banks in the context of
financial reform, liberalization and innovationm.

Participation -

Participation in the seminar was by invitation. The 30 participants
were senior officials representing countries with diverse experiences and
different institutional arrangements. They were from: The Bank of
Central African States, the Central Bauk of West African States, Chile,
China, Colombia, Egypt, Gabon, Ghana, Indonesia, Islamic Republic of
Iran, Israel, Japan (2), Jordan, Korea, Lebanon, Malawi, Malaysia,
Mozambique, Pakistan, Poland, Senegal, Thailand, Tunisia, Turkey, United
Kingdom, United sSv.ates (2), Yugoslavia, and Zaire. A list of
participants 1is shown in Attachment I.

Organization of the Seminar

In total, 36 sessions were held. These included the Managing
Director's opening speech, 27 lecture presentations, 4 general discussion
sessions, 3 panel discussion sessions, and the closing session. Fifteen
prominent guest speakers and 19 Fund officials participated in the
presentation and/or discussion (see Attachment I).

The seminar was divided into three sections. Section I surveyed
monetary targets, instruments and control techniques against the
background of financial reform, innovation, and liberalizaticn in
industrial and developing countries. Section II reviewed the recent
experience in bank supervision. It examined the background to recent
banking crises and the approaches for dealing with problem banks and
deposit insurance. Section III discussed international economic
interdependence and international policy coordination with special
emphasis on bank supervision and mounetary policies. The list of topics
is presented in Attachment II.






Each lecture presentation was followed by questions or comments by
the participants. After a series of presentations on a main topic, there
was a session devoted to either a general discussion or a panel
discussion. In these sessions, the participants further explored the
issues with the speakers and also exchanged views among themselves. For
each presentation, participants received the main paper, together with
background articles for further reading. A selection of parers and
articles was sent to participants in advance of the seminar. Three
seminar volumes--Main Papers, Selected Readings, and Banking Crisis Case
Studies--and a Selected Bibliography on the topics covered by the
seminar were distributed to the participants upon their arrival. The
list of documents is shown in Attachment III,

The seminar elicited a lively and in-depth discussion among the
participants, guest speakers, and Fund staff. The participants viewed
financial reform as not only desirable but also inevitable, and the
issues were how best to design, phase, and manage the reform process. 1In
this regard, the value of Fund technical assistance in designing and
implementing reform programs was highlighted. Many participants were
concerned with the need to strengthen banking supervision in their
countries and with devising appropriate regulations and techniques for
effective prudential supervision. There was keen interest in countries'
experiences and procedures in dealing with insolvent financial
institutions, and the discussion of banking crises focused on the role of
the central bank in stabilizing the financial system and the
interrelationships between monetary and supervisory policies. The need
to strengthen the powers and independence of the central bank in a
country was raised in several-discussion sessions.

Social activities

The participants were invited to a welcome reception by the Director
of the IMF Institute and a luncheon hosted by the Director of the Central
Banking Department. Other soclal activities included a luncheon hosted
by the Board of Governors of the Federal Reserve System, an evening at
the Kennedy Center, and a day-long city tour with luncheon. A farewell
luncheon was hosted »y the Managing Director.

Central Banking Department and IMF Institute
December 1988

Attachments
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IMF Institvie and Central Banking Department

Seminar on Central Banking

November 28 - December 9, 1988

Senior 0fficials of Member Countries

NAME COUNTRY POSITION AND AFFIiLIATION

Abou-Musleh, Ghaleb Lebanon Director

Credit Department
Bank of Lebanon

Apea, S5.K, Ghana First Deputy Governor
Bank of Chana

Artstein, Yael (Mrs.) Israel Assistant Director

Research Department
Bank of Israel

Bernal, Olver Colombia Director of Economics
Research Department
Bank of the Republic of
Colombia

Cuen Yuan China Deputy Governor
~ People's Bank of China

Devo, Vilevo BCEAO Assistant Director
Central Directorate of Credit
Central Bank of West African
States (Headquarters)

Eguchi, Takashi Japan Director
Japanese Center for
International Finances

Kahn, Robert United States Economist
International Banking Sectiom
Federal Reserve Board

Khan, Shamshad Ashraf Pakistan Executive Director
State Bank of Pakistar

Kumcu, Ercan Turkey Deputy Governor
Central Bank of Turkey
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NAME

COUNTRY

POSITION AND AFFILIATION

lesshafft, Hans Joachim

Lindhart, Ronald

Luono Kimbanga

Maleiane, Adriano A.

Mishriky, Farouk Fouad

Mozayani, Masoud

N'Diaye, Seyni

Nong Nze, Herve

Oh, Kyong Hee

Palha, Ana (Mrs.)

Petrovic, Jovan

Malawi

United States

Zaire

Mozambique

Egypt
Igslamic Rep.

of Iran

Sené&al

Gabon

Korea

Portugal

Yugoslavia

Governor
Reserve Bank of Malawi

Director of International Bank
Supervision Policy -

Office of the Comptroller of
the Currency

Agsistant Director
Inspectorate of Banks
Bank of Zaire

General Manager
Bank of Mozambique

Assistant Sub-Governor of
Banking C~-trol
Central Bank of Egypt

Vice Govermor
Central Bank of the Islamic
Republic of Iran

Chief

Credit Section

Agency of the Central Bank of
West African States

Assistant Director

Credit Section

National Directorate

Bank of Central African States

Directox
Statistics Department
Bank of Korea

Division Chief
Research Department
Bank of Portugal

Deputy General Manager
Research Department
National Bank of Yugoslavia
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NAME

COUNTRY

POSITION AND AFFILIATION

Reid, D.J.

Salah, Jamal

Sathoud, Jean-Edouard

Sawinski, Andrze}

Sihotang, Kilian

Souayah, Abdelmoumen

Tan Yit Seong (Mrs.)

Wibulswasdi, Chalyawat

Yasui, Hajima

United Kingdom

Jordan

BEAC

Poland

Indonesia

Tunisia

Malaysia

Thailand

Japan

Advisor

External Finance Statistics
Financial Statistics Division
Bank of England

Economic Advisor
Central Bank of Jordan

Vice Governor
Bank of Central African States
(Headquarters)

Advisor to the President
National Bank of Poland

Director

Economics and Statistics
Department

Bank of Indonesia

Managing Director of “redit
and Banking
Central Bank of Tunisia

Deputy Manager .
Bank Regulations Departmen
Bank Negara Malaysia

Director

Bank Supervision and
Examination Department

Bank of Thailand

Manager
Bank Supervision Department
Bank of Japan
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Guest Speakers

Mr. Jurgen Becker
Director of Bank Supervision
Deutsche Bundesbank

Mr. Fred Dahl
Consultant

Mr. C. Freedman
Deputy Governor
Bank of Canada

Mr. Peter Hayward

Secretary to the Basle
Supervisors Committee,

Bank for Internatiomal Settlements

Professor Takatoshi Ito
Hitotsubashi University

Tokyo

Mr. Manuel Johnson
Vice Chairman
Board of Govermors of the
Federal Reserve System
Mr. E. Kiriwat
Alternate Executive Director
International Monetary Fund
(Formerly Director of Bank Super-
vision, Bank of Thailand)

Mr. David E. Lindsey

Deputy Director

Division of Monetary Affairs

Board of Governors of the
Federal Reserve System

- Mr, Millard Long

Staff Director
World Development Report
The World Bank

Mr. Charles Lucas
Senior Vice President -
International Capital
Markets Staff
Federal Reserve Bank of New York

Mr. Christian Madelin
Inspector
Bank of France

Mr. Paul Meek
Former Senior Vice President
Federal Reserve Bank of New York

Mr. C. Rangarajan
Deputy Govermor
Reserve Bank of India

Mr. William Taylor
Director

Bank Supervision

Board of Govermors of the
Federal Reserve System

Mr. Lin See Yan
Deputy Governor
Bank Negara Malaysia
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Officials of the Intermational Monetary Fund

Mr. Christi a A. Francois

Division Chief

Mr., Michel Camdiessus
Managing Director

African Department

Central Banking Department

Mr. J. B. Zulu
Director

Mr. V. Sundararajan
Division Chief

Mr. Carl-Johan Lindgren
Advisor

Mr. Tomas J. T. Balino
Assistant Division Chief

Mr. R. Barry Johmston
Economist

Mr. L. G. Manison
Senior Economist

Mr. Gerard M. Teyssier
Director

Mr. Arthur H. Whitfield
Assistant Director

Mr. Paul Masson
Advisor

Mr. Vicente Galbis
Advisor

Ms. Linda . Koenig
Deputy Director

Mr. Jacques Gautier

Advisor

Mr. Sergio Pereira Leite

Advisor

Mr. Craig Stirnweis
Consultant

European Department

IMF Institute

Mr. Donogh C. McDonald
Economist

Mr. Anthony Lany.
Deputy Director

Mr. Chorng-huey Wong
Advisor

Research Department

Bureau of Statistics
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IMF Institute and Central Banking Department

Seminar on Central Banking

November 28 -~ December 9, 1988

List of Topics

Introduction -

Welcoming Remarks
Recent Evolution of the International Monetary Fund

Part 1. Monetary Policy

Targets and Instruments

(a) Objectives, Targets and Instruments of Monetary Policy
(b) Operational Framework of Monetary Policy

Techniques in Industrial Countries

(a) The Recent Evolution of Mometary Control Techniques: The Case
of Japan

(b) The Recent Evolution of Monetary Control Techniques in Europe

(c) Recent Experience with Monetary Control Techniques: The Case of
the United States

Financial Reform in Developing Countries

(a) Financial Reform and Monetary Control in Developing Countries

(b) Monetary Control and Financial Reform in Centrally-Planned
Economies

(¢) Financial Reform and Monetary Contrcl: The Case of Malaysia

(d) Financiul Reform and Monetary Control Issues in India

Approaches to Money and Securities Market Development

The Role and Operation of Multinational Central Banks

Financial Innovation: Sources 2nd Implications for Monetary Control

Part I1. Bank Supervision

Objectives and Techniques

(a) Evolution of the Role and Objectives of Bank Supervision
(b) The Institutional and Operational Framework for Bank
Supervision
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(c) Organization and Technical Aspects of Bank Supervision:
Off-Site Monitoring and Bank Inspection

Practices in Industrial Countries

(a) Recent Developments in Bank Supervision in the United States

(b) Recent Developments in Bank Supervision and Regulations in
Europe

Problems of Bank Supervision in Developing Countries

Deposit Insurance: Policy Issues and Technical Aspects

Banking Crises

(a) Overview of Banking Crises

(b) Banking Crises and Adjustment: Recent Experience

(¢) Survey of Techniques for Dealing with Problem Banks

Structural Changes, Financial Policy, and Bank Regulation

Part II1. International Collaboration Among Central Banks

Interdependeace and International Coordination of Economic Policies
International Collaboration of Banking Supervision

Recent Developments in the Internationai Collaboration of Monetary
Policies
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IMF Institute and Central Banking Department

Seminar on Central Banking

November 28 ~ December ¢, 198&8

List of Documents

Volume I, Xain Papers

Introduction

"Recent Evolution of the International Mometary Fund," by IMF
Institute.

Part I. Konetary Policy

1. Objectives, Targets and Instruments of Monetary Policy
in a Setting of Financial Zystem Change, by Linda M.
Koenig

2. Operational Framework for Monetary Policy, by Thomas J. T.
Balino

3. The Recent Evolution of Monmetary Coatrol Techniques:
The Case of Japan, by Takatoshi Ito

4, Monetary Policy in the European Monetary System:
Implications of Financial Integration, by Domogh C.
McDonald

5. Comments on Recent Industrial Country Experience with
Monetary Policy, by Barry Johnston

6. Implementing Monetary Policy, by Robert Heller

7. Fineacial Reform and Monetary Control in Developing
Countries, by Sergio Pereira Leite

8. Monetary Control and Financial Reform in Centrally
Planned Economies, by L. G. Manison

9. Monetary Control and Financial Reform, Malaysia's
Experience: A Background Note, by Lin See Yan

10. Financial Reform and Monetary Control Issues im India,
by C. Rangarajan

11. Developing Money and Securities Markets: The Central
Bank's Role, by Paul Meek

12, The Role and Operations of Multinational Central Banks,
by Christian A. Francois

Part II. Bank Supervision

1. Evolution of the Role and Objectives of Bank
Supervision, by Fred Dahl

2. The Institutional and Operational Framework for Bank
Supervision, by Jacques Gautier
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3. Organization and Technical Aspects of Bank Supervision,
by Christian Madelin

4, Recent Developments in Bank Supervision in the United
States, by Craig Stirnweis

5. Recent Developments in Bank Supervision and Regulation
in Europe, by Jurgen Becker

6. Problems of Bank Supervision in Developing Countries,
by Christian Madelin

7. Deposit Insurance: Policy Issues and Technical Aspects,
by Vicente Galbis

3. Crisis in the Financial Sector, by Millard Long

9. Banking Crises and Adjustment: Recent Experience, by
V. Sundararajan

10. Structural Changes, Financial Policy and Bank Regulation
by C. Freedman

Part 1I1. International Collaboration

Part I.

1. International Policy Coordination and Exchange Rate
Fluctuations, by Jacob A.-Frenkel, Morris Goldstein and
Paul R. Masson

2. International Collaboration in Banking Supervision,
by P. C. Hayward

Volume II. Selected Readiqgg

Monetary Policy

Barrc, Robert J., "Recent Developments in the Theory of Rules
versus Direction," Economic Journal, Vol. 96, Supp., March
1986.

Bingham, T. R. G., "Choice of Monetary Instruments," from
Banking and Monetary Policy, OECD, Paris, 1985.

Friedman, Benjamin M., "Monetary Policy Without Quantity
Variables," American Economic Association, Papers and
Proceedings, Vol. 78, No.2, May 1988.

Jonson, P. D., and R. W. Rankin, "On Some Recent Developments
in Monetary Economics," Reserve Bank of Australia,
Research Discussion Paper, 8605, August 1986.

Axilrod, Stephen H., "Monetary Policy in Recent Years: An
Overview," Federal Reserve Bulletin, January 1985.

Fukui, Toshihiko, The Recent Development of the Short-Term
Money Market in Japan and Changes in the Techniques and
Procedures of Monetary Control used by the Bank of Japan,"
in Changes in Money Market Instruments and Procedures:
Objectives and Implications, Bank for Internatiomal
Settlements, March 1986.
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IMF, "Financial Market Conditions and Orientation of Monetary
Policy", World Economic Outlook, April 1988.

Rich, Georg,"Swiss and United States Monetary Policy: las
Monetarism Failed?" Federal Reserve Bank of Richmond
Economic Review, May/June 1980.

De Wulf, Luc, and David Goldsborough, "The Evolving Role of
Monetary Policy in China," IMF Staff Papers, Vol 33,
No.2, June 1986.

Johnston, R. Barry, and 0dd Per Brekk, "The Development of
Market Based Instruments of Mometary Control: Issues and
Recent Experiences in Developing Countries," IMF Central
Banking Department mimeograph, November 1988.

Leite, Sergio P., and V. Sundararajan, "Issues on Interest Rate
Management and Liberalization, IMF Central Banking
Department mimeograph, April 1988.

Rangarajan, C., "The Analytical Framework of the Chakravarty
Committee Report on the Monetary System,” Reserve Bank
of India Bulletin, Septembor 1987.

Sundararajan, V., and Lazaros Molho, "Financial Reform and
Monetary Control in Indonesia,” IMF Workigs Paper,
WP/88/4, January 1988.

Bank of England, "Bank of England Operations ip the Sterling
Money Market" Bank of England Quarterly Bulletin,
August 1988.

Meek, Paul, "Open Market Operations—-A Brief Comparative
Study," Paper prepared for the 1985 Central Banking
Seminar, July 1985.

Bhatia, Ratan J., "The West African Monetary Union: An
Analytical Review,” IMF Occasional Paper 35, 1985.

Kloten, N., "Possibilities of Moving Towards a European Central
Bank System,” Deutsche Bundesbank, Auszuege Aus
Presseartikeln, June 1988,

Study Group of Central Banks of Group of Ten Countries,
Abstract from. Recent Innovations in International
Banking, Bank for International Settlements, April 1986.

Tobin, James, "Financial Innovation and Deregulation in
Perspective" in Yashio Suzuki and Hisoshi Yomo (eds),
Financial Innovation and Monetary Policy: Asia and the
West, University of Tokyo Press, 1986,







Part II.
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Prudential Supervision

Bensten, € nrge J. and others, "Supervision and
Examination" %) Perspectives on Safe and Sound
Banking, #IT press, Cambridge, Massachusetts.

Maisel, Sherman J., "Risk and Capital Adequacy in Banks," in
Sherman J. Maisel (ed), Risk and Capital Adequacy in
Commercial Banks, University of Chicago Press, 1981.

Muller, H. J., "The Central Bank and Banking Supervision,"
International Banking Review, June 1984.

OECD, "Introduction" in Prudential Supervision in Banking,
OECD, Paris 1987,

Brumbaugh, Dan and Andrew S. Carrom, "Thirft Industry Crisis:
Causes and Solutions,” Brookings Papers on Economic

Activity, 2, 1987.

Corrigan, Gerald E., '"Bank Supervision in a Changing Financial
Environment,”" FRBNY Quarterly Review, Winter 1985-86.

Danielsson, Stig, "Key Elements in Bank Supervision Systems in
Europe," The World of Banking, May/June 1986.

Snoek, Harry A., "Problems of Bank Supervision in Developing
Countries,"” IMF Central Banking Department mimeograph,
November 1983.

Hilder, David B., "Thrift Industry Crieis may Force an Overhaul
of Deposit Ingurance," Wall Street Journal, July 27, 1988.

Isaac, William M., "The Role of Deposit Insurance in the
Emerging Financial Services Industry,” Yale Journmal on
Regulation, Vol. 1, 195, 1984.

Guttentag, Jack and Richard Herring, "The Insolvency of
Financial Institutions: Assessment and Regulatory
Digposition,"” in Paul Wachtal (ed), Crisis in the
Economic and Finmancial Structure, Lexington Books,
Lexington, Massachusetts.

Heiman, John G., "The Prohlem of Confidence in Domestic and
International Banking Systems,” Journal of Banking and
Finance, 6, 198z,

Jones, Douglas H., "Powers and Considerations of the Federal
Deposit Insurance Corporation for Handling Failed FDIC-
Insured Banks,” Federal Deposit Insuraance Corporationm,
August 1987,
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Office of the Comptvoller of the Curremncy, Bank Foilure: An
Evaluation ol the Factors Contributing to the Failure
of National Bsgnks, Office of the Comptroller of the
Currency, Washingtom, TU.C., June 1988,

Goodfriend, Marvin and R. G. King, "Financial Deregulation,
Monetary Po.icy and Central Banking," Federal Reserve
Bank of Richmend Economic Review, May/June 1988,

Merrick, John J. avl Anthony Saunders, "Bauk Frgulation and
Moaetary Policy." Journal of Money, Credit and Banking,
Vol. 17, No. &, Novembar 1985.

Part III. Internatioral Collsboration Among Central Banks

Horne, Jocelyn, and Paul R. Masson, “Scope and Limirs of
International Economic Cooperation and Folicy
Coordination," IMF Staff Papers, Vol. 35, No. 2, June
1988.

IMF, "international Coordination of Economic Policies,"
SK/28/183, August 1988.

Committes on Banking Regulations and Supervisory Practices,
International Convergence of Capital Measurements aad
Capital Standards, Bank for International Settlements,
July 1988.

Cocke, ¥W. P., "De&élopments in cooperation among banking
supervisory authorities,"” Bank of England Quarterly
Hulletin, Vol. 21, No. 2, June 1981.

IMF, "Basle Committee Sets Capital Adequacy Siandards for
International Banks,"” IMF Survey, August 15, 1988.

Funabashi, Yoichi, "Lesscns" in Managing the Dollar: from the
Plaza to the Louvre, Institute of International Economics,
1988.

IMF, "Recent Accords on the International Economy and
Statements of the Group of Seven," IMF Annual Report,
1988.

Guitian, Manuel, Massimo Russo, and Giuseppe Tullio, “"Policy
Coordination in the European Monetary Systems," IMF
Occasional Paper 61, September 1988,
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Volume III. Bankigg Criegis Case Studies

1. Argentina
Tomas J. T. Balino, "The Argentine Banking Crisis of 1980"

2. Bangladesh

Tarisa Watanagase, "Banks in Distress - The Case of Bangladesh"
3. Chile

Andres Velasco "Liberalization, Crisis, Intervention: The Chilean
Financial System, 1975-1985"

4, Malaysia
Andrew Sheng, "Financial Adjurtment in a Period of Disinflation"

5. Philippines _

Jean-Claude Nascimento, "The Crisis in the Financial Sector and the
Authorities’' Reaction: The Case of the Philippines"

6. “pain

Alfredo Leone, "The Financial Reform and Financial Crisis in Spain:
Preliminary Overview"

7. Thailand

R. Barry Johnston, "Distressed Financial Institutions in Thailand:
Institutional Weaknesses, Support Operations and Economic
Consequences"






