The International Monetary Fund and the World Bank ratify the institutional strength of the economic authorities and the solidity of the Colombian financial system in FSAP-2021 evaluation results

· The multilateral bodies recognize the institutional architecture and the independence and technical soundness of the various authorities, which ensures the proper application of international standards on financial supervision and regulation.

· They emphasize the orderly management of the crisis derived from the COVID-19 pandemic through a political, fiscal, monetary and forceful support response with measures such as the PAD and the granting of grace periods to debtors, avoiding the occurrence of systemic failures that would compromise the stability and solidity of the financial system.

· Regarding risk-based supervision, the progress made since the 2012 evaluation stands out, as well as the evolution of the supervision of Colombian financial conglomerates.

· With regard to the evaluation of the 29 Basel banking supervision principles, our country went from 41% fulfilment/wide compliance rate in 2012 to 90% in 2021.

Bogotá, April 05, 2022.
The Colombian financial authorities highlighted the conclusions published today by the International Monetary Fund (IMF) and the World Bank (WB) following the 2021 evaluation of the Colombian financial sector within the framework of the Financial Stability Assessment Program (FSAP).
The analysis carried out by multilateral bodies includes aspects related to financial stability, macroprudential institutionality, compliance with the Basel principles on effective surveillance, the crisis resolution and management framework, and progress on climate risks.
The FSAP-2021 was carried out at the request of the Ministry of Finance, the Bank of the Republic, the Guarantee Fund for Financial Institutions, the Financial Regulation Unit and the Financial Superintendency of Colombia (SFC), institutions that throughout the year carried out joint activities to attend to more than 290 work meetings held under the coordination of the Superintendency.
The authorities and industry’s commitment in the consolidation of a resilient, inclusive and sustainable financial system is evident
In their report, the FSAP mission evaluators conclude that in the face of stress scenarios, banks in Colombia show themselves to be resistant to economic crises, which became evident during the crisis induced by the pandemic in 2020-2021. They further note the progress in banking supervision in line with the Basel principles on effective supervision and consider that the Conglomerates Act and the gradual implementation of Basel III requirements have resulted in a stronger framework for banking supervision.
[bookmark: _Hlk99135691]Likewise, they point out that macroprudential supervision is effective and that the crisis management framework has been considerably strengthened with the incorporation of structural reforms that include new resolution mechanisms and instruments, the identification of tools for systemic and non-systemic crises, and the exchange of information and coordination in the Financial Safety Net (RSF). 
In relation to the crisis derived from the COVID-19 pandemic, they emphasize the orderly management through a political, fiscal, monetary and forceful support response with measures such as the PAD and the granting of grace periods to debtors, thus avoiding the occurrence of systemic failures that would compromise the stability and solidity of the financial system.
[bookmark: _Hlk99139626]With regard to financial inclusion, they indicate that the public sector’s firm and sustained commitment together with the legal and regulatory reforms allowed to achieve the access objectives, which must be complemented by the pending developments in digital payments.
They further note that in the area of money laundering and terrorist financing management, the country has made significant progress in aligning its regulatory framework with the revised Financial Action Task Force (GAFI) standard.
The FSAP-2021 evaluators point out that Colombia is at the forefront of the region in developing a favorable regulatory environment to facilitate the mobilization of capital towards sustainable projects and improve the role of the financial sector in managing climate risks. 

The regulatory and supervisory technical bases are laid for the challenges ahead
From an institutional perspective, the evaluation group ratifies the recommendation issued in 2012 related to the need for introducing legal adjustments that strengthen the independence of the supervisor through the definition of the minimum period of the Superintendent and tools that provide explicit legal protection to the SFC.
In the areas of risk management and convergence to standards, the conclusions mention the need to make decisive progress in the definition of specific and clear guidelines regarding transactions with related parties and large exposures, the evaluation of internal capital (ICAAP) and interest rate risk in bank portfolios, as well as closing the information gaps in household indebtedness, developments that, as is well worth noting, are in process.
Likewise, considering the cross-border exposures and complexity of financial conglomerates, the FSAP-2021 urges the authorities to complement interconnection and contagion assessments based on technical methodologies such as network analysis.
In order to attend to the mission carried out by the 27 evaluators of the IMF and WB, the Colombian economic and financial authorities had the support and information of the Higher Council of the Judiciary, the National Tax and Customs Department, the Superintendencies of Solidarity Economy, Companies and Industry and Commerce, academia, think tanks, business associations and supervised entities.

About FSAP

The FSAP is an evaluation program implemented by the IMF and the World Bank after 1990’s crisis to all its member countries with the aim of identifying the strengths and weaknesses of financial systems in order to reduce the possibility of crisis, which contributes to promoting stability and domestic and foreign financial growth.




 

 	 



2


image1.png
El emprendimiento Minhacienda
es de todos





image2.png




image3.png
El emprendimiento Minhacienda
es de todos





image4.png




