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I Outline of the Presentation

FSls Snapshot

m State of Play
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@ Selected Topics for Implementation of the 2019 FSls Guide
Use of FSls in Fund Surveillance




Financial Soundness Indicators (FSls): Snapshot

FSls Coverage

* 147 jurisdictions
» of which 17 MCD 29 AFR countries
» Mostly quarterly data with a move towards monthly
reporting

R N R R R R NN NN NN

Sectors

. . . . . Updated with the latest
Deposit Takers Nonfinancial methodology...

The upgraded FS| database, covering more than More prescriptive definitions of

Enhanced cross-country
comparability...

» Other Financial Corporations  corporations

140 ec s, reflects the methodological the FSls in the Guide enhance

improvements introduced in the 2019 FSls cross-country comparability of
> Money market funds ® Househ0|ds Guide which recommends the compilation and the data, further improving their

F|i5§emination of 18 core and 35 additional usefu!ness for macro-financial
> Insurance Corporations * Real estate markets e siatane

» Pension Funds

@ % @

Type of data

7\, » 53 Indicators

» Balance Sheet Information

* Income and Expense Statement
» Memorandum series (including regulatory series)

New measures to
assess tail risk...

The newly introduced
concentration and
distribution measures
(CDMs) provide
essential information to
users on tail risks,
concentrations, and
distributional properties
of the aggregate FSls.

Expanded coverage
beyond banks...

The new and improved
set of FSls expands the
coverage beyond the
banking sector, including
non-banks such as
money market funds,
insurance corporations,
and pension funds, as
well as households and
non-financial
corporations.

Improved metrics
for banks...

The expanded
indicators for banks
such as new capital,
liquidity and asset
uality metrics reflect
31@ |atest developments
in international
accounting and
regulatory frameworks.




2019 FSls Guide - The new FSls Templates

New FS2 New guidance on
classification of
Islamic financial
instruments in
+ Memorandum Annex 7.4 of the
items) 2019 FSls Guide

(Sectoral financial
statements

New CDMs
Financial for seven core

Soundness FSlIs for deposit
Indicators takers

(Table 6)

——

New Institutional
Coverage report New metadata
forms

— Metadata

Data



State of Play - Global (as at October 2023)

Implementation of new FSls data templates, aligned with methodological changes introduced in the

2019 FSIs Guide, has been completed.

[ Reporters Using Old Templates ] Reporters Using Mew Templates [l Mon-reportars

IMF | Statistics

Distribution of FSls reporters by IMF member countries

. 18% .
7%

. . -
AFR APD EUR MCD

H Reporters using new templates Reporters using old templates H Non-reporters

WHD

Periodicity
80%
60%
40%
20%
00/0 - - |
Monthly Quarterly Semi-annual Annual



State of Play - AMF Members

All AMF members are invited to be part of our global database

50%

FSls reporters — Periodicity
AMF members

18%
64%

OFCs FSls
reporting 73%

64%

Monthly Quarterly = Annual

Other sectors
FSls reporting

*Reporting of at least one FSI


Presenter Notes
Presentation Notes
Room for progress on FSIs reporting in the Arab region.

Periodicity and timeliness can be improved.

FSIs reporting can be enhanced by increasing coverage for OFCs and other sectors (NFCs, HHs).


FSls for Non-deposit Taking Sectors and Real
Estate Markets

2006 FSis Guide 2019 FSis Guide
Core Additional Core Additional
Deposit-takers (DTs) 12 13 17 12
/Gther Financial Corporations (OFCs) 2 2 \\
« Money market funds (MMFs) 2
* Insurance corporations (ICs) 4
* Pension funds (PFs) 2
Nonfinancial corporations (NFCs) 5 7
Households (HHSs) 2 3
\\Eeal Estate Markets 4 1 3 B //
Market Liquidity 2
Total 12 28 18 35

= The 2019 FSls Guide also introduced Concentration and Distribution Measures (CDMs) for seven core FSls for DTs.



Concentration and Distribution Measures

Intuition:

* FSis are “weighted averages” of underlying population

* Averages may hide “risky” developments

How to track more detailed information on DT population, without looking at every individual institution?

For concentration

The Herfindahl Index

The Guide
recommends

To measure dispersion,

including variance, standard
deviation and quartiles

® Weighted Standard Deviation
® Weighted Quartiles

® Weighted Skewness

® Weighted Kurtosis


Presenter Notes
Presentation Notes
Room for progress on FSIs reporting in the Arab region.

Periodicity and timeliness can be improved.

FSIs reporting can be enhanced by increasing coverage for OFCs and other sectors (NFCs, HHs).


CDMs for Selected Core FSlis for DTs

. Solvency Indicator (capital | Profitability
- adequacy) i [ g
§ | « Return on assets (ROA) (N
.« Tier 1 capital to risk-weighted i « Return on equity (ROE)
. assets |
» NPLs net of specific provisions to
capital
Asset Quality i Leverage
* NPLs to total gross loans » Tier 1 capital to total assets

- » Provisions to NPLs



The CDM Tool

BN,

-, |

s I

5 /)‘*

R Search Q
w fin @ @ @ B & MFOEE
ABOUT RESEARCH COUNTRIES CAPACITY DEVELOPMENT NEWS VIDEOS DATA PUBLICATIONS COoVID-19

IMF 2019 FINANCIAL SOUNDNESS INDICATORS COMPILATION

GUIDE (2019 FSI GUIDE)

Data Tools
IMF Data Mapper® v3.o ?‘
Plot, compare and import data
from countries regions

Available on the IMF iPad App

(w]flin]s]+]

The IMF 2019 Financial Soundness Indicators Compilation
Guide (2019 FSI Guide)

The IMF 2018 Financial Soundness Indicators Compilation
Guide (2019 FSI Guide) updates the methodological guidance
on the concepts and definitions, data sources and methods for
the compilation and dissemination of financial soundness
indicators. It includes new indicators to expand the coverage of
the financial sector, including other financial intermedianes,
money market funds, insurance corporations, pension funds,
nonfinancial corporations, and households.

Download PDF

DISCLAIMER:

This Concentration and Distribution Measures (CDMs) tool, for selected Financial
Soundness Indicators, is provided to member countries only for their convenience.
A key objective of the tool is to facilitate comparability, reproducibility and
interpretability of CDMs across the membership. However, individual countries
remain solely responsible for their reported CDMs. The IMF makes no
representation or warranty of any kind, express or implied, about the tool's
completeness, accuracy, reliability, suitability or usability with every system.
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https://www.imf.org/-/media/Files/Data/2019/cdm-tool.ashx

Metadata reporting

Users need comprehensive information on the methodological approaches underpinning
the FSls compilation.

Significant variation in the implementation of the financial sector reforms

« Basel I/lI/lI
« |AS 39/IFRS 9/National GAAP

Significant variation across countries' compilation practices

» Local NPL, large exposures, liquid assets definitions
» Consolidation practices

11


Presenter Notes
Presentation Notes
Room for progress on FSIs reporting in the Arab region.

Periodicity and timeliness can be improved.

FSIs reporting can be enhanced by increasing coverage for OFCs and other sectors (NFCs, HHs).


New Metadata Templates

Further progress needed for all countries in the implementation of the new

metadata templates.

FSM: Finandial Soundness Indicators (FSIs) |
Country Name: | |
Table 2. Metadata (FSM): Financial Soundness Indicators and Underlying Series
Period: | 1
N N N L. Consolidation | Intra-Group Accounting
Indicators and Underlying Series Definition Basis Adjustments Standards
Frequency: | W 1 Table 3. Metadata: Additional Relevant Information
Core FSis For deposit takers
Fiepalatory Sonital 1o e sinhied Sssos S e Comments
Total lat it o — - - -
Rf;f—L:;ki:;iz::: : Consolidation Basis Please fnd.t_cata any deviation from the approach presented in the 2018 FSI Guide for?he Please explain
Tier 1 capital to risk-weighted assets cor_lsohdanon of income and expense statement, balance sheet and memorandum series. [See FSI
Tier 1oapital Guide Chanter §1 _ — . _ _ _
. H Intra-Group Adjustments For countries that have specified 'partial adjustment’ in Table 2, please explain the adjustments. Please explain
Risk-weighted assets See FST Guide Chas
Nonpeiforming loans net of provisions to capital [See e Chapter é]
— For countries that have specified 'no adjustment in Table 2, please explain (i.e. no subsidiaries, Please explain
Maonperfarming loans net of provisions N
- etc). [See FSI Guide Chapter 6]
Totalregulatory capital - — - — — - —
Common Equity Tier 1capital to risk—weighted assets Accrual accounting Pleasau_lmcata wl?eﬂ_w(aocmed interest has been mcorpqratadmthe ou?standmg amount of the Please explain
Commen Equity Tier 1 capital underlying financial instrument. Choose from dropdown list. [See FSI Guide Paragraphs 4.10 - 4.13]
Rlisk-weighted assets
Pe'{l Ga_lp"lal to assets Vatuation Please indicate whether the approach used for valuation of financial instruments is consistent with Please explain
T‘et’ | S3p t‘a [A830/IFRS9/ National GAAP. Choose from dropdown list. [See FSI Guide P hs 4.35 - 4.43]
ND 2 assf = : P—" ; For countries using National GAAP, please explain how National GAAP is different from Please explain
onpettorming loans to total gross leans [AS3O/FRS% in terms of valuation of assets and labilities.
Monperforming loans
Total grass loans Time of Recognition Please indicate w]_)et.harlhe approach used for time reco_gﬂ.{ﬁon is cnnsgslmt with Please explain
Loan concentation by economic activity IAS39/TFR89/National GAAP. Choose from dropdown list. [See FSI Guide Paragraphs 4.5 -4.9]
Loan concentration by economic activity
Total gross loars to nonfinancial corporations For countries using National GAAP, please explain how National GAAP is different from Please explain
Provisions to nonperforming loans [AS39/TFRSD in terms of time recognition.
Specific provisions — _ - . - —
Exch Rate Please indicate whether the approach used for measuring exchange rate is consistent with Please explain
Morperforming loans L4521/ National GAAP. Choose from dropdown list. [See FSI Guide Paragraphs 4.52 - 4.36]
Return on assets
Net income befare tases For countries using National GAAP, please explain how National GAAP is different from [AS21 in Please explain
Total asscts terms measuring exchange rate.
Return on equity ‘Other Eelevant Information Please provide any additional information that is relevant for the compilation of FSIs not coversd Please explain
et income after takes above.
Capital Regulatory Framework
Interest margin to gross income Basel Framework Is the Basel Framework specified in Table 2 applied uniformly for all DTs7 Please provide details if Please explain
Interest margin "other" option is selected in Table 2 orimplementation is not uniform for all DTs. Choose from
Gross income dropdown list. [See FSI Guide Chapter 3]
Noninterest expenses to gross income M capital reqy Please specify the mimmum capital requirements (percent of sk weighted assets) for the different Please explain
Moninterest expenses components of regulatory capital, as applicable to your jurisdiction. [See FSI Guide Paragraphs 7.9-
~ Grazs income 122]
Table 2 | Table 3 Freve TCET1 (e, 49%) Please explam
- Tier 1 capital (i.e., 6%) Please explain
- P —— T

Table 3
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FSlIs in Fund surveillance work

FSIs are most relevant for surveillance, providing near-
contemporaneous indicators of risk and resilience.

The Core FSls provide a snapshot of the condition of the
- banking system and residential real estate market. !

________________________________________________________________________________

‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘

§The additional FSlIs provide insights into developments
'within a financial cycle
' » possible leading indicators of financial distress,
- and interlinkages among the financial sector and '
the rest of the economy. !

4 O
Financial . Households
Sector
N J
Corporations
J
Rest of
the World Government
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Financial Stability Assessments in FSAP (Three pillars)

FSls are used by the IMF in FSAPs, primarily in initial scoping and preliminary risk-assessment, as

inputs/outputs in stress testing, and formulation of macroprudential policy.

Risk Analysis

Structure and soundness of
the financial system

Bank and non-bank stress
testing

Bank profitability analysis

Corporate and household
vulnerabilities

Contagion and spillover
analysis

Financial Sector
Policy Framework

Financial sector supervision
(Banks, Non- banks, financial
market intermediaries)
Macroprudential policy

Systemic risk oversight

Crisis preparedness,
crisis management

The resolution framework

Financial safety nets
(deposit insurance)

Systemic liquidity
management

14



FSIis in Article IV

Example 2023 UAE Article IV

Table 6. United Arab Emirates: Financial Soundness Indicators, 2016-22Q2

(In percent)
2006 2017 2NME 2019 2020 2021 202202
Requlatory Capital to Risk-Weighted Assets 189 181 175 171 181 17.1 169
Requlatory Tier 1 Capital to Risk-Weighted Assets 173 166 162 165 170 16.0 158

Man-performing Loans to Total Gross Loans
Return on Assets

Return on Equity

Interest Margin to Gross Income

Man-interest Expenses to Gross Income

Liquid Assets to Total Assets (Liquid Asset Ratio)

Met Open Position in Fareign Exchange to Capital

48
14
105
689
380
134
a7

50

15
106
66.5
391
151
146

53
13
108
15
359
14.5
9.2

6.0

16
110
679
338
150
25

16
0.7
4.1
B85
3To
153
26.1

13
12
B2
b7
364
164
248

69
14
98
B4d.1
359
152
389

Source: Central Bank of the United Arab Emirates.

Figure 3b. United Arab Emirates: Banking Sector Developments

Banklng Sector Dmrelnpmenrs 2/
Percent, quarterly dats tribution to Depesit Grawth, monthly datal

Eank Deposul Grnwth by Currency

o — MPL ratia 15 15
L] ——— Brposit growth Yo¥irhs) 10 13 Y Oeposits L Deposits 1
& . 1 — D pasits 1/ "
7 ' 3 5
& ‘\ n T 7
H 5 5
(i = a
3 | v 1 1
1 -4 3 &l
o | B .

2016 07 201E 2019 2020 2021 022 Aug-15 Aug-16 Aug-17 Aug-18 Aug-19 Aug-20 Aug-21 Aug-22

Gross Bank Credit to Residents by Economic Acticity
-o-¥ percent change) Bank Credit by Economic Activity, 2022 Q2

150 Pareant &l tots T

“wonstruction & Real Estate

N Trade

B Transport/Somge/ Communicatian

W Govemment

=Persanal Loans for Cansumgption
Purposes
W Finl Iretitutions [scl Banks]

-50 -3 wOther
Q2/2018 Q427 az/zme Q4s2020 Qzfan2z
Bank Assets: Selected [tems Equity and Bond Flows 3/
Billians of Dirharm, manthly dats Millicns of US dollars, 3-manth average)
O s A et B 8 400
/M- Bills b by Binks 300 Eqquity Flows === = Band Flows
1sgp | EFomign kst

WAL FSE Ligsiid Adsats 84 Tatal Asiats (EOR, BSA. %) 200

100
o
=100
-200
-300
-400

L -500
Oct-16  Oct-17  Oct-18  Oct-19  Oa-20 Oct-21  Oct-22

1000

500

]
2018 217 2B 2019 2020 021 2022

1/ Excluding government depasits and commaercial prepayments.

2/ Starting from 202104, the CBUAE implemented the new methodelogy detailed in the 2019 FSls Guide. This resulted in a
downward shift in reported NPLs ratios.

3/ Fund flows and allocations data as collected by Emerging Portfolio Fund Research (EPFR).

Sources: Country authorities; Haver Analytics: Bloomberg LP; and IMF staff calculations.
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The way forward for the region

Improve coverage of new core and additional FSls for DTs introduced by the new FSls
Guide

Start compiling and reporting to STA, CDMs for seven core FSls for deposit takers

Extend coverage of FSls to OFCs (including MMFs, ICs, PFs), NFCs, HHs and real
estate market

Update FSIs metadata in ICS
AMF member countries’ staff are encouraged to attend IMF trainings, including FSIs.

Statistics Department provides Technical Assistance on the implementation of the new
FSIs Guide. Please feel free to approach us!

16



FSIs Online Course

TRAINING CATALOG SESSION DETAILS

CATALOG HOME FIND COURSE ELIGIBILITY ALL LOCATIONS

connecTwirHiMEiNsTTUTE W €@ B
Financial Soundness Indicators (FSIX)

DEADLINE PASSED
Session No.: OL 25.04

Location: Course conducted online

Date: July 18, 2023 - August 29, 2023 (8 weeks) new pates
Delivery Method: Online Training

Primary Language: tnglish

Online FSI Course Link



https://www.youtube.com/watch?v=4U83gJfjDMc
https://www.youtube.com/watch?v=4U83gJfjDMc

phurreegobin@imf.orq

STAFIAST@imf.org

IMF | Statistics


mailto:phurreegobin@imf.org
mailto:hurreegobin@imf.org
mailto:STAFIAST@imf.org

IMF | Statistics
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