Opportunity in financial crisis

The realignment of global financial architecture is going to enhance gross welfare to the masses

INANCIAL REGULATORS
were not equipped to see
the risk concentrations
and flawed incentives be-
hind the financial innova-
tion boom. Neither market disci-
pline nor regulation were able to
contain the risks resulting from
rapid innovation and increased le-
verage, which had been building
for years. Policymakers failed to
sufficiently take into account grow-
ing macrocconomic imbakinces
that contributed to the buildup of
systemic risks in the financial sys-
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Arabia’s Vision 2020 15 best rea-
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lised by diversifiing the economy
into manufaciuring seeror and in
SKE segimeriis.

Ornan National Vision 2020 aims
to shif crude ofl contribution o be-
low 10 per cent of the GO and in-
crease natural gas and ndustrial to
abcve 10 per cent and 20 per cent

tem and in housing markets.
Financial supervisors were pre-
occupied with the formal banking
sector, not with the risks building
in the shadow financial system.
The key areas which required at-
tention from regulatory level are
scope of regulation, market discl-

pline, information gaps and sys-
temic liguidity provision. The key
areas which required attention at
the macroeconomic policy level
are response of monetary policy to
systemnic risks, strong fiscal poli-
cies, and regulation of interna-
tional capital flows and alignment
of fiscal and monetary policies.
Today's euro erisis is a clear case
of conflict between monetary and
fiscal policies.

In response to the crisis the glob-
al regulatory reforms had been ac-
tively reviewed under the leader-
ship of G-20 countries in
co-ordination with Financial Sta-
hility Board (FSB), International
Monetary Fund (IMF) and Bank for
International Settlements (BIS).
The Dodd-Frank Wall Street Re-
form and Consumer Protection Act
in US implemented the regulatory
reforms in response to the crisis.
The Volcker's Rule was enacted un-
.-det this regulation to restrict pro-
prietary trading. The SEC also pro-
pesed tougher disclosure rules for
hedge fund and private equity
firms. FSE, IMF and BIS are work-
ing on macro-prudential policy
frameworks, including tools to
mitigate the impact of excessive
capital flows. Policy framework for
systemically important financial
institutions, regulation and over-
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Dubai's urban development master plan is expecied to create about 950,000 new jobs by 2020, — Bloonnberg

sight of shadow banking, risk prac-
tices on structured products were
some of the areas which required
review in the light of current crisis.
Basel 3 is also planned to be imple-
mented.

The current realignment of global
architecture will: support
achizvement of one of the BUN Mil-
lennium development goals “to de-
velop a global partnership for devel-
opment” which aims to develop
further an open, tule-based, pre-
dictable, non-discriminatory trad-
ing and financial system. Econo-
mies need to integrate the principles
of sustainable development into
their policies and programmes and
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reverse loss of environmental re-
sources. This will also enable such
economies to achieve the UN Mil-
lennium development goal to “en-
sure environmental sustainability™.
Qatar’s National Vision 2030 has
also considered environment devel-
opment as one of the pillars of its
vision, Financial sector can also par-
ticipate in this sustainable develop-
ment by taking initiatives to “Man-
age Climate Change and Mitigate
Global Warming.

Global foreign direct investment
(FDI) putflows rose in 2011 by 16
per cent to a peak of $1.66 trillion,
surpassing pre-crisis levels. Global
investment fows requires clarity in

the universal standards of measure-
ment for valuation of investments.
Uniform accounting principles
should be followed to facilitate
meaningful comparison. The risk
and other measurement mecha-
nisms pertaining to securitisation of
assets should be strengthened to
protect the interests of investors.
The capital inflows to developing
economies also increased due to
quantitative easing measures ad-
opted after the crisis by developed
economies. The actions by Central
Bank of Japan and Switzerland to
prevent the strengthening of their
currencies in recent times could en-
courage various economies to fol-

Tow sirnilar praclices, result in a cur-
reney war and a rrade war.

The $WOT analysis of CCCG
peonomies revealed opportunities
in the arcas of infrastriucture and
non-renewahle energy. The ratio-
nale for diversification includes
supporling  economic srowth,
complement hyd rocarbon sector,
gencrate employment, make the
economy more resilient to exler-
nal shocks, improve infrastructure
and support climare change.
COC's economies have promored
siahility and transparency in their
cconomic development through
visiomary leadership and long-
lerm plans for cxecution, Saudi

espectively. Onman is expected to
be 3 nion-oil dependent country as it
increases rhe meastres of diversill-
cation into the services, industrial
and financial seciors.
The A Dhahi Teonomic Yision
20130 fooses on scunemic devel-
opmeis, social development, infra-

“structure development and envi-
ronent sustainabilicy. Yision for
Al Thabi consists of a secure fo-

clety and a dynamic open econo-
my. Dubai is introducing a master
plan for urban development that is
expected to open upaboul 950,000
jolrs by 2020, Jebel Al will be one
area which will see major develop-
el growth,

Kuwait hudger expenditure of
2012-1% is poing to expand by
13.4 per cent in 2012-13 to $79
billion T'he Qatar National Devel-
gpment Strategy {NDS 2011-
2018 will set a path lowards
achieving the goals of Qatar Nu-
rional Vision 2030. The realign-
ment of global financial architec-
rure und transparency in long teem
plans in the GOC iy going tw en-
hance gross welfare to the masses.
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