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MISSION STATEMENT
FIRST aims to support economic growth and poverty reduction in
low- and middle-income countries by promoting robust
and diverse financial sectors.

The Financial Sector Reform and Strengthening Initiative, FIRST, is a multidonor grant facility that provides short- to medium-term
technical assistance to promote sounder, more efficient, and inclusive financial systems.
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FROM THE CHAIR OF
THE GOVERNING COUNCIL
On behalf of the FIRST donors, I am happy to present the report
on FIRST’s accomplishments during the past year. FIRST is a
donor-funded program offering technical assistance (TA) to lowand middle-income countries, implemented by the World Bank
and the International Monetary Fund (IMF), and aimed at enabling
financial stability, financial inclusion, and market development.
This is a critical juncture in the financial sector. Although the
global financial crisis has largely receded, financial sectors
remain fragile, and some signs point to greater instability in
the near future. Maintaining stability is best addressed by
ensuring that countries' financial sectors have the tools to
weather downturns. The world has seen great progress in
the past years toward financial inclusion, although much
remains to be done and providing access to financial services
to, for instance, women and the poorest segments of society
remains a challenge in many countries. Sustainable inclusion
and deeper, more efficient markets need to be based on
solid foundations, and helping establish those foundations is
where we expect FIRST to lead. FIRST’s response is all the
more critical in light of the smaller number of financial sector
assessment program (FSAP) engagements in low- and middleincome countries in the past year.
FIRST’s Phase III has now elicited substantial results for country
reform agendas. This report finds that under Phase III so far
47 projects have been fully implemented. Tangible results
have been realized with the enactment of 16 new or improved
laws and regulations, adoption of stronger supervisory and
institutional frameworks for 11 agencies, and approval of 4 sector
strategies or policy plans in fiscal year 2016. In Ethiopia, FIRST
supported the development of a national payment oversight
framework which helped the National Bank of Ethiopia to adopt
a retail payment strategy, achieve interoperability of ATMs, and
strengthen payments systems oversight. The strategy is expected
to increase the accessibility and affordability of important financial
services for a large number of Ethiopians, in particular in poor
and remote areas of the country, and give an important boost to
inclusive growth.

Whereas in the past FIRST was focused on funding short-term
TA, this past year saw a breakthrough in supporting longerterm comprehensive programs. A proper balance between
programmatic and catalytic projects is a key component of
FIRST’s current strategic focus. We are happy to note that
FIRST priority areas have been well served in 2016, with FIRST
surpassing targets for funding in Africa (achieving 54 percent)
and low-income countries (achieving 79 percent). FIRST is also
increasing its focus on gender mainstreaming in its activities,
not only in financial inclusion, but also in other areas of the
financial sector.
Three donors have increased their contribution to the third phase
of FIRST in the past year. This means that the program is now
fully funded up to the end of December 2017. Donors, the World
Bank, and the IMF should now start considering how they wish to
move on beyond 2017 and how they can further strengthen the
role of FIRST, given the challenges that are facing us.
As I depart the chairmanship and move on to other pursuits,
I wish to thank my fellow Governing Council members, World
Bank and IMF colleagues, the FIRST Program Management
Unit, and our counterparts in the countries where we work for a
most rewarding two and a half years. I wish the State Secretariat
for Economic Affairs of Switzerland, which will take over the
chairmanship in December, much success in helping to steer the
FIRST program to new successes and results.

Peter Le Poole
Chair of Governing Council
Senior Policy Advisor, Financial Sector Development
Netherlands Ministry of Foreign Affairs
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FROM THE PROGRAM MANAGER
The FIRST initiative, now in its 14th year, continues to fulfill its
mandate to promote sounder, more efficient, and more inclusive
financial systems in low- and middle-income countries. Over the
years, the FIRST TA delivery model has continued to evolve to
keep pace with the changing global financial sector landscape,
while maintaining its core comparative advantage of leveraging
both IMF and World Bank technical expertise. This was one of
the more successful years, as we achieved and in some cases
exceeded a number of operational targets in the FIRST Phase
III strategy. For example, FIRST intervention in the sub-Saharan
region exceeded the 50 percent target by 4 percent, while the
inclusion portfolio achieved double its 20 percent target. FIRST
continues to build strong partnerships with other institutions
that share our mission of strengthening financial systems. In
June 2016, we co-organized a well-attended conference on
financial sector development in fragile situations, a joint initiative
with Making Finance Work for Africa, the African Development
Bank, and FSD Africa. Working with the Bank’s Finance
and Markets Global Practice, FIRST advanced the work on
Principles for Public Guarantee Schemes for Small and
Medium Enterprises (SMEs), which is now endorsed globally
by all the relevant regional guarantee schemes.
The trend in demand for FIRST TA in fiscal 2016 was driven
by a number of global financial sector challenges and the
appropriate policy choices that governments make to address
them. In the area of financial inclusion, the World Bank Group—
through the UFA2020 initiative—has committed to enabling
1 billion people to have access to a transaction account by
2020. In addition, a number of governments have made
commitments, including concrete targets through the Maya
declaration to extend financial services to the 2 billion unbanked
people. All such commitments entail significant reforms at
individual country levels; for example, an appropriate legal and
regulatory framework to ensure proportional regulation and
consumer protection, development of a functional financial
infrastructure, and innovative financial products to ensure that
financial services are accessible in a sustainable and affordable
manner. FIRST has been at the forefront of supporting countries
in implementing such reforms through both its catalytic and
programmatic funding models. Our work in financial inclusion
goes beyond enabling access to transaction accounts. In 2016,
FIRST supported a number of countries in implementing reforms
to expand access to pension savings, develop strategies to
reduce barriers to affordable housing in low-income countries,

and develop agricultural commodity exchange platforms to help
unlock credit to the agriculture sector.
The volume of FIRST TA to the banking sector remains high
compared with other sectors, given that financial systems in
low- and middle-income countries are mostly bank-centric.
However, the role of market-based financing is increasing
gradually with the growth of both the corporate bond market
segment and nonbank financial institutions. This growth comes
with significant benefits of increased competition in the credit
market and greater availability of long-term finance but also
with new vulnerabilities and regulatory challenges. In addition,
the banking sector in a number of client countries is facing
vulnerabilities from commodity price shocks. As a result, central
banks are strengthening their micro- and macroprudential
regulations and bank resolution mechanisms. FIRST has
responded to such developments by supporting countries in
adopting policies and instruments to address both the supplyand the demand-side challenges of developing long-term,
market-based financing, as well as ensuring the right regulatory
environment. In fiscal 2016, more than 45 percent of FIRST
interventions went to support regulators in implementing better
risk management and macroprudential regulation frameworks,
legal and regulatory frameworks, and other forms of institutional
capacity building for the banking, insurance, and private
pension sectors.
In the broad scheme, FIRST grants are small but they are
targeted to key reforms that can catalyze relatively bigger
development outcomes. FIRST’s TA is carefully designed on the
basis of sound analytical work, through either a Financial Sector
Assessment Program or other relevant country strategies, and
implemented with strong client ownership, all of which are
critical factors in achieving the desired development impact.
This report shares examples of impact stories from projects
implemented in previous years that can be replicated in other
countries. Such successful outcomes are possible thanks to
the support of the FIRST Governing Council, the FIRST team,
excellent collaboration with the IMF and the World Bank, and
the commitment of FIRST clients to financial sector reforms.

Consolate Rusagara
Senior Program Manager
Financial Sector Reform and Strengthening Initiative
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I. About F IRST
INTRODUCTION
The Financial Sector Reform and Strengthening Initiative
(FIRST) is a multidonor program aimed at supporting low- and
middle-income countries in building stable, more efficient, and
inclusive financial systems. FIRST’s technical assistance (TA)
grants support national policy-making and regulatory bodies
in designing appropriate financial sector policies and building
capacity to regulate, supervise, and develop the financial
sector. In addition to supporting individual countries, FIRST
also supports regional initiatives, taking advantage of its global
reach, cross-sectoral focus, and ability to draw on solutions
adopted in one country for application in others.
FIRST was created following the East Asian financial crisis and has
since distinguished itself as an effective catalyst for broader reform
programs through its targeted TA interventions, as well as a source
of vital support for developing and implementing financial sector
strategies. Launched in 2002, FIRST has funded over 700 projects
in about 120 countries, deploying over US$150 million.
FIRST is housed in the World Bank Group’s Finance and Markets
Global Practice. Its day-to-day operations are administered by
the World Bank Group through a secretariat, which is located in
Washington, D.C. FIRST is currently supported by five donors:
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the Department for International Development of the United
Kingdom (DFID), Germany’s Federal Ministry of Economic
Cooperation and Development (BMZ), the Ministry of Finance of
Luxembourg, the Ministry of Foreign Affairs of the Netherlands,
and the State Secretariat for Economic Affairs of Switzerland
(SECO), alongside the implementing bodies, the World Bank
Group and the International Monetary Fund (IMF).

OBJECTIVES
FIRST focuses on providing high-quality short- to medium-term
TA. FIRST has established a distinctive role in financial sector
development as a provider of TA in designing targeted and
customized reform projects and programs that have a strong
potential for replication and scaling up.
Since inception, FIRST’s core mandate has been to support the
implementation of recommendations of the joint World Bank–IMF
Financial Sector Assessment Program (FSAP) and Reports on the
Observance of Standards and Codes—particularly in developing
countries that may lack the resources or expertise to tackle
difficult reforms. In addition, FIRST supports other reform initiatives
linked to countries’ economic and financial sector strategies that
contribute to stable, sounder, and deeper financial systems.

FIRST’S BASIC PRINCIPLES

ACTIVITIES AND IMPLEMENTATION

FIRST’s effectiveness in delivering TA is underpinned by the
following basic principles:

FIRST supports a broad range of financial sector reforms and
interventions, focusing on but not limited to banking, insurance,
capital markets, pensions, crisis preparedness, payment systems,
and financial inclusion. It has four primary areas of activity:

•

A DEMAND-DRIVEN APPROACH

FIRST aims to be demand driven and to identify innovative and
effective approaches to the delivery of TA. To this end, FIRST
accepts TA requests from a wide range of sources that may
include country authorities, donors, and international financial
institutions for the benefit of client countries, all of which must
demonstrate full client ownership. All FIRST TA is delivered by
the World Bank and the IMF as the designated implementing
entities.

•
•

•

Eligible beneficiaries of FIRST TA are government
agencies, regulatory bodies, policy makers, and—in limited
circumstances—quasi-public institutions such as self-regulating
organizations from low- and middle-income countries. Appendix
D provides further details on eligible beneficiaries, selection
criteria, and the application process.

ADDITIONALITY

FIRST seeks to ensure that its activities are complementary
to those funded from other sources and that its funding does
not substitute for or displace more suitable or appropriate
assistance available from other sources.
•

A CLEAR FOCUS ON DEVELOPMENT IMPACT

FIRST’s projects and programs are designed with clear intended
development outcomes as well as indicators to track progress
and a mechanism to systematically capture client feedback
at completion and to follow up at the postcompletion stage.
The robust results measurement approach adopted by FIRST
enhances quality control and accountability. In addition, FIRST
endeavors to promote learning and knowledge sharing about
financial sector TA.
•

LEVERAGING WORLD BANK AND IMF TECHNICAL
EXPERTISE

FIRST’s business model is built on close collaboration between
the World Bank Group and the IMF, leveraging their global
footprint and technical expertise in designing and implementing
financial sector reforms. Thus, policy reform recommendations
are based on a sound analytical foundation and on deep
country and financial sector knowledge. In addition, FIRST
makes use of highly skilled technical consultants who draw on
their global experience and on lessons learned in addressing
similar development challenges in other countries.

•
•

Financial sector reform strategy and policy advice
Advisory services to strengthen regulatory and supervisory
frameworks
Financial sector market and product development
Institutional capacity building

ELIGIBLE BENEFICIARIES

FIRST’S WINDOWS OF OPERATIONS
FIRST operates through two “windows”:
1. Catalytic: FIRST funds small-scale, short- to medium-term
(6- to 24-month) projects to help address targeted TA needs
on the basis of country demand. The amount of funding for
catalytic TA is under US$500,000. The Catalytic Window
operates through two trust funds, one for low-income
countries (LIC Catalytic Window) and one for middle-income
countries (MIC Catalytic Window).
2. Programmatic: Launched in 2013, the Programmatic
Window funds larger engagements across multiple
subsectors, connected through a well-structured, typically
multiyear reform agenda. The amount of funding for
programmatic TA ranges from US$1 million to US$2 million,
implemented over three years. The Programmatic Window
operates through two trust funds, one for low-income
countries (LIC Programmatic Window) and one for middleincome countries (MIC Programmatic Window).
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ORGANIZATION STRUCTURE
FIRST operates under a two-tier structure consisting of a
Governing Council and a Secretariat.
The Governing Council provides strategic guidance, sets
overall policies, and approves large projects and programs. It
comprises representatives from each of FIRST’s donors, as well
representatives from the World Bank Group and the IMF.

DONOR AND PARTNER
RELATIONSHIPS
FIRST works in close collaboration with donor agencies,
multilateral development banks, international standard-setting
bodies, and development organizations. As part of its due
diligence process, FIRST shares project summaries with its
donors and partners for three purposes: to avoid duplication,
to ensure coordination, and to gather technical feedback for
refining project designs.

The Secretariat, headed by a program manager, manages dayto-day activities. It is located in Washington, D.C., within the
World Bank Group’s Finance and Markets Global Practice.

FIRST’S GOVERNING COUNCIL MEMBERS AND ALTERNATES (AS OF JUNE 30, 2016)
Netherlands Ministry of
Foreign Affairs

Peter Le Poole
Senior Policy Adviser, Financial Sector Development

Chair of the
Governing Council

Bjorn Kuil
Senior Policy Adviser, Financial Sector Development

Alternate

Department for
International
Development, UK

Mike Foster
Financial Sector Specialist, Private Sector Department

Member

Tamsin Ballard
Head of Financial Sector Team, Private Sector Department

Alternate

German Federal
Ministry for Economic
Cooperation and
Development

Natascha Beinker
Head of Division Cooperation with the Private Sector; Sustainable Economic
Policy (Deputy)

Member

Makaio Witte
Financial Sector Specialist, Sustainable Economic Development Department

Alternate

International Monetary
Fund

Aditya Narain
Deputy Director, Monetary and Capital Markets Department

Vice Chair

Mark White Lewis
Assistant Director, Institute for Capacity Development

Alternate

Miguel Marques
Alternate Director – Belgium/Luxembourg/Slovenia, European Bank for
Reconstruction and Development

Member

Arsene Jacoby
Director, International Financial Institutions, Ministry of Finance

Alternate

State Secretariat for
Economic Affairs,
Switzerland

Monica Rubiolo
Principal, Macroeconomic Support Division

Member

Jonas Frank
Deputy Head, Macroeconomic Support Unit

Alternate

World Bank Group

Gloria Grandolini
Senior Director, Finance and Markets Global Practice

Member

Alfonso Garcia Mora
Director, Finance and Markets Global Practice

Alternate

Luxembourg Ministry of
Finance
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II. Fiscal 2016 in Review
KEY HIGHLIGHTS
•

In fiscal 2016, FIRST approved five programmatic
engagements spanning all three areas of financial sector
reforms that the Programmatic Window targets—financial
stability, financial inclusion, and market deepening. The
biggest share of FIRST interventions, for both low-income
and middle-income countries, focused on financial
inclusion. Specifically, the share of projects supporting
the development of financial inclusion strategies, payment
systems, and financial infrastructure grew from 20 percent
in fiscal 2015 to 54 percent in fiscal 2016.

•

FIRST surpassed its operational target of 50 percent of TA
being approved for the Sub-Saharan Africa Region, and the
volume of TA in the South Asia Region rose sharply to more
than 30 percent of approved amounts.

•

FIRST continued to advance its knowledge agenda. Jointly
with the Finance and Markets Global Practice of the World
Bank and in consultation with regional stakeholders, FIRST
developed the Principles for Public Guarantee Schemes
for Small and Medium Enterprises, which have been
endorsed globally by all the regional associations of credit
guarantee schemes.

•

FIRST also delivered the first regional Conference on
Financial Sector Development in African States Facing
Fragile Situations (held in Abidjan, Côte d’Ivoire, on June
28–29), which was a joint initiative undertaken by the
African Development Bank, Making Finance Work for Africa,
FSD Africa, the FIRST Initiative, and the Initiative for Risk
Mitigation in Africa. The conference attracted more than
140 policy makers, business leaders, academics, and
development partners from over 20 countries.

•

In the FIRST Lessons Learned series, FIRST published
an analysis of a financial inclusion strategy in Paraguay
that identifies best practices in financial inclusion strategy
engagements to promote implementation of such strategies.

•

FIRST has improved its public face and digital presence
through a new website, with a fresh visual design and
enhanced features and functionalities, striving to provide
more up-to-date data on the impacts of FIRST TA
engagements to support replicability and knowledge sharing
and to promote the FIRST brand.
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Table 1: Number of Approvals, F Y13–F Y16				
Window

FY13a

FY14

FY15

FY16

Total

Catalytic

5

45

31

20

101

LIC

1

14

23

14

52

MIC

4

31

8

6

49

n.a.

1

4

5

10

LIC

n.a.

1

2

4

7

MIC

n.a.

n.a.

2

1

3

5

46

35

25

111

Programmatic

Total

Note: LIC = Low-Income Country Window, MIC = Middle-Income Country Window. The table includes projects implemented by both the World Bank and the IMF.
a. Fiscal 2013 was a transition year in which Phases II and III overlapped. The table presents only the Phase III data for fiscal 2013.

Table 2: Value of Approvals, F Y13–F Y16
US$ million					
Window

FY13a

FY14

FY15

FY16

Total

Catalytic

1.1

12.3

10.1

7.1

30.6

LIC

0.3

3.7

7.7

5.6

17.3

MIC

0.7

8.6

2.5

1.5

13.3

0.0

2.0

6.8

8.2

17.0

LIC

0.0

2.0

3.4

6.5

11.9

MIC

0.0

0.0

3.3

1.7

5.1

1.1

14.3

16.9

15.3

47.6

Programmatic

Total

Note: LIC = Low-Income Country Window, MIC = Middle-Income Country Window. The table includes projects implemented by both the World Bank and the IMF.
a. Fiscal 2013 was a transition year in which Phases II and III overlapped. The table presents only the Phase III data for fiscal 2013.

Figure 1: Contribution to Financial Sector Developmental Goals, F Y14–F Y16
CATALYTIC WINDOW
FY14

FY15

PROGRAMMATIC WINDOW
FY16

Depth
20%
Stability
30%

Inclusion
50%
Stability

Inclusion

Depth

Efficiency

Note: The figure includes projects implemented by both the World Bank and the IMF.
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Table 3: Commitment Trend by Region, F Y13–F Y16
%			
REGION
Africa

FY13a

FY14

FY15

FY16

Total

34

37

43

54

44

East Asia and Pacific

0

9

6

3

6

Europe and Central Asia

0

13

7

3

8

Latin America and the Caribbean

0

12

23

6

14

33

25

17

3

15

Middle East and North Africa
South Asia
Total

34

5

4

31

13

100

100

100

100

100

Note: The table includes projects implemented by both the World Bank and the IMF.
a. Fiscal 2013 was a transition year in which Phases II and III overlapped. The table presents only the Phase III data for fiscal 2013.

Table 4: Commitment Trend by Sector, F Y13–F Y16
%
SECTOR

FY13a

FY14

FY15

FY16

Total

Banking

33

7

16

38

18

Insurance

37

21

18

6

17

0

14

15

11

13

30

8

20

7

13

Capital markets

0

15

12

3

11

Payments

0

15

3

16

10

Financial sector strategy
Macroprudential/safety net

Housing finance

0

9

0

7

5

Pensions

0

6

4

6

5

Microfinance

0

1

4

7

3

Accounting and auditing

0

1

4

0

2

Credit reporting

0

0

4

0

1

Secured transactions

0

2

0

0

1

100

100

100

100

100

Total

Note: The table includes projects implemented by both the World Bank and the IMF.
a. Fiscal 2013 was a transition year in which Phases II and III overlapped. The table presents only the Phase III data for fiscal 2013.
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III. F IRST’s Interventions
EXPANDING FINANCIAL INCLUSION
According to Global Findex 2014, an estimated 2 billion people—
or 38 percent of adults in the world—do not have access to basic
financial services. Recognizing the important role of financial
inclusion in reducing poverty and achieving inclusive economic
growth, policy makers and regulators around the world have
made expanding access to financial services a priority. As of mid2016, 58 countries have set ambitious goals through the Maya
Declaration Commitments1 and have made promoting financial
inclusion a national mandate. International organizations, including
the G-20 and the World Bank Group, have formulated strategies
and action plans to promote financial inclusion. Specifically,
through the Universal Financial Access (UFA) initiative, the World
Bank Group has committed to enabling 1 billion people to gain
access to a transaction account by 2020.2
Strong commitments to financial inclusion at the global and
national levels have spurred demand for FIRST TA. In the years
following the 2008 global financial crisis, the majority of FIRST
projects were focused on financial stability, with 49 percent in
fiscal 2014 and 55 percent in fiscal 2015. In fiscal 2016, financial
inclusion projects overtook projects on stability, accounting for
1.
2.
3.

a greater part, at 45 percent of approved projects, a notable
increase from 26 percent in fiscal 2015 and 29 percent in fiscal
2014.3 Of the nine catalytic projects aimed at expanding financial
inclusion, five were in the Africa Region, two in the Latin America
and Caribbean Region, and two in the South Asia Region.
FIRST offers a wide range of solutions to help clients expand
financial inclusion through enhancing (i) the policy environment,
(ii) the financial infrastructure, (iii) the use of innovative products,
(iv) consumer protections, and (v) the implementation of national
financial strategies (for details about these solutions, see
appendix B).

Creating Conducive Policy and Legal
Environments
A conducive legal and regulatory environment is a fundamental
prerequisite to expanding financial access in a sustainable
manner. Over its 15 years of operations, FIRST also helped
national authorities adopt new laws and implement proportional
regulations that, in addition to laying a foundation for financial
stability, paved the way for innovative product development,
diversified service providers, modernized financial infrastructure

http://www.afi-global.org/members.
The UFA2020 initiative is focusing on 25 countries where 73 percent of all financially excluded people live: Bangladesh, Brazil, China, Colombia, Côte d'Ivoire, the
Democratic Republic of Congo, the Arab Republic of Egypt, Ethiopia, India, Indonesia, Kenya, Mexico, Morocco, Mozambique, Myanmar, Nigeria, Pakistan, Peru,
the Philippines, Rwanda, South Africa, Vietnam, Tanzania, Turkey, and Zambia.
This refers to the distribution of Catalytic Window projects, on the basis of number of approvals. The distribution of Programmatic Window projects is presented
separately.
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such as credit bureaus and collateral registries, and better
consumer protection policies. In addition, for the past 10
years, FIRST has successfully supported a number of countries
in adopting financial sector strategies and action plans
that subsequently catalyzed millions of dollars in funding to
implement such necessary reforms.
In fiscal 2016, FIRST committed to support a number of countries
in formulating national strategies and policies to expand
financial inclusion. Specifically, FIRST supported countries of
the West African Economic and Monetary Union (WAEMU) in
developing a strategy for affordable housing finance (described
in box 1). FIRST also supported Ghana in developing a financial
inclusion strategy and action plan, Nigeria in developing a retail
payment strategy including government payments, El Salvador

in developing an action plan for a national payments system
(NPS), Paraguay in developing an action plan for an agriculture
commodity exchange, India in developing a strategy for
expansion of pension coverage, and Lesotho in developing a
national strategy for financial education.
In addition, FIRST provided support for strengthening legal
and regulatory frameworks to enhance financial inclusion in a
number of countries; for example, for regulations on registering
mortgages in WAEMU countries, microfinance regulations in
Guinea, retail payments regulations (including mobile payments
and remittances) in Nigeria, the payment systems law in El
Salvador, regulations for an agriculture commodity exchange in
Paraguay, and mobile payments regulations in Maldives.

Box 1: Expanding Access to Affordable Housing Finance in WAEMU Countries
The level of financial access in the WAEMU countries—Benin, Burkina Faso, Côte d’Ivoire, Guinea-Bissau, Mali, Niger,
Senegal, and Togo—is much lower than the Sub-Saharan Africa average, with just 8 percent of the population having an
account at a formal financial institution. Housing finance in WAEMU countries remains very limited, with just over 2 percent
of all loans being mortgage loans. In 2013, a modest 15,000 housing loans were approved to serve a total population of
105 million. For the most part, housing loans benefit only wealthy segments of these countries’ populations.
According to the 2008 WAEMU regional FSAP, this limited housing finance, particularly for the poor, has four main causes:
(i) lack of long-term financing resources; (ii) poor enforceable property rights, which limits the ability to offer secured
lending; (iii) a weak overall banking sector; and (iv) weak state housing banks. Following the completion of FSAPs, FIRST
supported a number of countries (Burkina Faso, Niger, Côte d’Ivoire, Togo) in translating FSAP recommendations into
Financial Sector Development Strategies (FSDSs), which include recommendations on developing the housing finance
sector.
In fiscal 2016, FIRST approved a follow-up project under the Catalytic Window to support WAEMU regional institutions and
regulatory bodies, the Banque Ouest Africaine de Développement, the Banque Centrale des Etats de l'Afrique de l'Ouest,
and the Caisse Regionale de Refinancement Hypothecaire de l’UEMOA (WAEMU in its French abbreviation). Specifically,
the project provided the following TA:
•

•
•

Developing the Affordable Housing Finance Strategy and Road Map, which provides clear institutional responsibilities
at both regional and national levels for implementing long-term funding solutions and improving legal, regulatory, and
institutional processes related to registering mortgages.
Drafting new or amended laws or regulations to improve the efficiency of collateral management.
Developing options for establishing a mortgage asset registry for use by mortgage lenders, servicers, secondary
market operators, document custodians, settlement agents, title companies, issuers, investors, land registries, and
consumers. Use of the registry, with updated information on mortgage notes and title deed holdings, will reduce the
incidence of granting multiple loans on the same property as well as the fraudulent use of forged documents to obtain
finance, thus boosting lenders’ confidence in increasing their mortgage lending.

The project is expected to address the funding mismatch issues by redesigning the regional and national policies that
stimulate private sector involvement in serving the underserved segments, creating confidence for the supply side by
establishing the registry, and thus make housing finance affordable to and accessible by the poor.
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Box 2: Enabling a Nonbank Mobile Money Solution in Maldives
Maldives is a challenging environment in which to deliver access to financial services through a traditional bank branch
network. The country spans 90,000 square kilometers, 99.5 percent of which is water. Nearly 340,000 people live on 200
scattered islands, and over 70 percent of the inhabited islands have fewer than 1,000 residents. Although over half of the
people have a bank account, those living in outlying islands and atolls experience difficulties in accessing financial services
through traditional banking outlets, automatic teller machines (ATMs), and point-of-sale (POS) terminals.
To help the government of Maldives address this challenge, in September 2015 FIRST approved a project worth US$496,314
to implement a mobile money solution from a mobile network operator (MNO). The TA includes (i) drafting amendments
to the Payment Systems Bill, regulations on custodial banking, consumer protection regulations for mobile money users,
nonbank agent model regulations, and electronic funds transfer guidelines; (ii) designing an interoperable mobile money
solution; (iii) implementing an awareness, outreach, and communication strategy; (iv) implementing a payment systems
oversight mechanism; and (v) providing training and capacity building for the regulators and training programs for the
custodian banks and the mobile money operators and agent network.
The project supports the Maldives Money Authority in establishing a special task force to coordinate the implementation of
all aspects of the TA. It is expected that one MNO will offer services to 7,000 customers in the first year.

Creating Innovative Financial Products for the
Poor and Underserved Individuals and MSMEs

Addressing Gender Gaps

One of the barriers to financial inclusion is the absence of
suitable financial products that meet users’ needs. A number
of countries have had initial success in enabling many people
to open accounts at formal financial institutions, but the usage
of account or financial services remains limited.4 In recognition
of this challenge, product development has become a critical
component in most of the recently approved FIRST projects
and programs aimed at expanding financial inclusion.

Innovative products such as mobile money, legal reforms that
allow women to own businesses, and consumer protection
and financial education programs have reduced both legal
and physical barriers to access to finance by women.
However, despite considerable improvement, women remain
disproportionately excluded. According to Global Findex 2014,
globally, 65 percent of men reported having an account, whereas
only 58 percent of women did. In developing economies, 59
percent of men reported having an account, whereas only 50
percent of women did.

In fiscal 2016, new products expected to be developed for
underserved individuals include affordable housing finance in
the WAEMU, agent banking in Côte d’Ivoire, mobile payments
in Maldives (box 2), remittances in Nigeria, and pensions for
informal workers in Mozambique. For the micro, small, and
medium enterprise (MSME) segments, the partial credit
guarantee schemes implemented in Ghana and Lesotho are
some recent examples of such products. Although access
to finance in the middle-income countries has improved
remarkably, significant gaps remain, calling for FIRST to remain
engaged. In fiscal 2016, FIRST approved projects to support
MSME finance and pensions in India, payments systems in El
Salvador, and an agriculture commodity exchange in Paraguay.

In December 2015, the FIRST Governing Council adopted a
gender mainstreaming approach to ensure that FIRST projects
pay particular attention to gender issues where relevant and
feasible, as part of existing FIRST eligibility areas. Under this
approach, FIRST will work with teams to identify concrete ways
in which gender equality can be incorporated in eligible project
components, such as through gender-disaggregated data
tracking as well as gender-specific components such as targeted
training or development of products specifically targeting women.
Addressing gender equality in relevant projects is generally
centered on one or more of the following activity areas:
•
•
•

4.

Conducting analysis on gender equality issues
Developing actions to address gender issues
Developing mechanisms to monitor gender impact

World Bank, Committee on Payments and Market Infrastructures (2016), “Payment Aspects of Financial Inclusion,” Bank for International Settlements and World
Bank Group, Washington, D.C.
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Photo Credit: pinBox Solutions
A woman in a village in Andhra Pradesh withdraws a pension from her bank account through a village-based micro ATM—avoiding the need to visit a bank branch.

Since the adoption of the gender mainstreaming approach,
FIRST has approved five projects and programs that include
one or more of these activities and has identified gender-relevant
opportunities in projects in several other countries (such as in
India, Haiti, Ethiopia, Lesotho, Sudan, São Tomé and Príncipe,
and Niger) that will help create awareness, collect insights and
lessons learned, identify any gender-specific impediments, and
make recommendations.

Examples:

»» In

the Maldives Mobile Money project, as part of the
market demand study that will assess usage patterns
and requirements as well as specific demand for mobile
payment services, distinct needs for women will be taken
into account. On the basis of the findings, appropriate
gender-specific recommendations will be provided. One of
the MNOs in Maldives, called Ooredoo, has committed to
the GSM Association’s Connected Women Commitment
Initiative, an effort to increase the proportion of women in the
global customer base for their mobile Internet and mobile
money services. It aims to reduce the mobile gender gap by
connecting millions more women in low- and middle-income
countries by 2020.

H.E. Sheikh Saud Bin Nasser Al Thani, Group Chief Executive
Officer, Ooredoo, speaking at the launch in February 2016:

"Mobile technology has a profound impact in
enriching people’s lives and creating new opportunities
for growth. However, a large percentage of women
across the world are deprived of these possibilities
due to challenges in accessing and using mobile
phones and mobile Internet. We are pleased to support
GSMA’s C onnected Women C ommitment, with the
aim to extend the opportunities of mobile technology
to all women in Indonesia, Myanmar, and Maldives,
ensuring that they too can reap its remarkable
benefits for economic and social development.”
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»» A pension project in India to expand voluntary pensions to
workers in the informal employment sectors has significant
potential for addressing gender inequality in the sector. As
part of expanding coverage for low-income workers, it will
include the design and implementation of an approach to
deliver low-cost, simple savings and pensions, leveraging
an existing identification-enabled information technology
platform used by the government of the Krishna District
and financial service providers. The state government of
Andhra Pradesh will support the pension coverage with
incentives for savers. As many low-income workers in the
district are women who face barriers to access such as the
costs of travel to traditional bank branch offices, the project
component offers opportunities for identifying genderspecific needs and building in gender-specific actions. The
project will also include mechanisms for monitoring genderdifferentiated impacts.

STRENGTHENING
FINANCIAL STABILITY
The IMF’s April 2016 Global Financial Stability Report notes that
risks to global financial stability have increased since its 2015
report. The slowdown in economic growth and the weaker oil
and commodity prices pose challenges for emerging markets
and developing economies. The report notes that “[r]isks to global
financial stability have also increased amid volatility in global asset
markets, weaker confidence, and geopolitical tensions” (p. xiii).
In this regard, countries in emerging markets must contend with
global headwinds and uncertainty from the increased risks in
advanced economies. The same headwinds indicate a “generally
weakening outlook for emerging market and developing
economies, reflecting tighter global financial conditions and a
weaker commodity market outlook” (p. xiii). These trends point
toward a renewed emphasis on boosting resilience and using
buffers, and on bolstering financial sector soundness.
Stable and strong financial sectors are at the core of such financial
stability efforts. The projects and programs that FIRST supports
focus on strengthening macroprudential and microprudential
regulatory and supervisory frameworks (as in the Lao People’s
Democratic Republic) and capacity as a fundamental pillar
of reforms contributing to financial stability. FIRST’s financial
stability work spans a broad range of topics (box 3). FIRST also
assists countries in addressing macroprudential challenges
such as crisis preparedness, financial stability frameworks,
stress testing, liquidity frameworks (as in Algeria), and systemic
risk analysis; these are delivered through both IMF-implemented
and World Bank–implemented projects.

5.
6.
7.

FIRST has increasingly been working in financial sector
supervision of microfinance (Ghana), as well as cooperatives
and microinsurance (Côte d’Ivoire), and in innovative areas such
as regulatory and supervisory frameworks for Islamic banking
supervision (Bangladesh). Strengthening financial sector
safety nets, reporting on financial stability, and supporting the
identification of systemic risk (Uganda, Tajikistan), along with
bank resolution and asset management, round out the stability
landscape.
FIRST continues to be one of the main providers of TA
supporting the strengthening of financial stability frameworks in
low- and middle-income countries. For several years following
the financial crisis, this pillar of FIRST TA was dominant. In
fiscal 2016, 35 percent of projects fell under it. Within this pillar,
banking continues to be the single largest topical area of FIRST
reforms, constituting 38 percent of fiscal 2016 commitments for
financial stability.
Although approvals of financial stability projects declined slightly
in fiscal 2016, the demand throughout FIRST’s Phase III has
been relatively steady and predictable, reflecting both the core
role that financial stability plays in financial sector development
and the continuous need to renew and reassess the strength
and suitability of financial stability underpinnings—including
institutional capacity in legal, regulatory, and financial regulatory
matters. (More details about these projects are presented in
appendix B.) Unstable and improperly regulated and supervised
financial sectors are not conducive to sustainable financial
sector development and can inhibit economic growth.

INCREASING LONG-TERM FINANCE
Long-term finance, frequently defined as all funding for a time
period exceeding one year, may contribute to faster growth,
greater welfare, shared prosperity, and enduring stability.5
However, the decreased availability of long-term funding
following the 2008 crisis has significantly widened potential longterm financing gaps in investment and growth. Recognizing this
development challenge, G-20 leaders have made commitments
to mobilize long-term financial resources to achieve the post2015 development goals under the 2015 Addis Ababa Action
Agenda.6 Long-term finance and risk management is one
of three strategic themes7 of the Finance and Markets Global
Practice, where FIRST is located.

World Bank (2016), Global Financial Development Report, 2015/2016: Long-Term Finance, Washington, D.C.
http://www.un.org/esa/ffd/ffd3/wp-content/uploads/sites/2/2015/07/Addis-Ababa-Action-Agenda-Draft-Outcome-Document-7-July-2015.pdf.
The Finance and Markets Global Practice adopted a strategy to focus on three main themes: (i) financial stability and integrity, (ii) financial inclusion and access,
and (iii) long-term finance and risk management.
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Box 3: Fostering Financial Stability Through Strengthening Banking and Financial Institution
Supervision in Nepal
The devastating earthquake that hit Nepal in April 2015 exacerbated pressure on the stability of the banking sector. During
this period, Nepal’s legal framework and the size of its banking sector have strained the supervisory capacity of the Nepal
Rastra Bank (NRB). Steps have been taken to begin to address the weaknesses in the legal and supervisory framework
governing financial institutions that were highlighted following the 2014 FSAP.
A medium-term TA project implemented by the IMF (funded by JSA) provided a resident adviser to introduce risk-based
banking supervision concepts, modernize supervisory processes, and transition from compliance-based to risk-based
supervision (RBS). Implementation was slow and uneven, with the off-site supervision function needing strengthening to
complement the on-site component.
Recognizing the need to continue the modernization of supervision and the capacity building of the NRB supervisors,
the IMF sought out FIRST funding. The FIRST medium-term TA program provides a resident adviser whose work is
supplemented by short-term expert missions. Under the guidance of the resident adviser, the first cycle of on-site RBS
inspections is nearly complete. Short-term missions have provided TA to the on- and off-site supervisors to strengthen
risk assessments.
The TA program focuses in part on ensuring a robust on- and off-site RBS regime to ensure that the banks have in place strong
risk management frameworks with a mechanism for early identification of warning signs and timely corrective measures.

FIRST interventions to support client countries in increasing
long-term finance amounted to nearly US$10 million during
2013–2016, which is about 30 percent of FIRST’s Catalytic
Window approvals thus far. In addition, two long-term finance
programs worth nearly US$4 million have been approved under
the Programmatic Window.
These projects and programs centered on (i) strengthening the
issuance of long-term finance—the supply side—including
government and corporate bonds; (ii) developing the investor
base—the demand side; and (iii) improving compliance with
international principles to boost investor confidence.
In fiscal 2016, FIRST supported the Eastern Caribbean Central
Bank in creating a plan for the development and implementation
of nonbank sectors and financial markets for the Organization of
Eastern Caribbean States. The implementation of this strategy
is expected to help diversify the financial system, which has
been dominated recently by banks with rising volumes of
nonperforming loans (NPLs). Another catalytic project approved
in 2016, for the Democratic Republic of Congo, is an example
of FIRST supporting the liberalization of the insurance sector to
expand the availability of long-term saving and risk mitigation
instruments for households and firms. FIRST also approved
a three-year program worth US$1.7 million to support the
government of Mozambique in developing the local bond
market (box 4).

INCREASING FINANCIAL EFFICIENCY
FIRST’s contributions to financial efficiency take place mainly
through support for payment systems reforms. New demand
for such reforms has followed the issuance by the Committee
on Payments and Financial Market Infrastructures and
International Organization of Securities Commissions (IOSCO)
of the Principles for Financial Market Infrastructures (PFMI) in
April 2012, as well as the entrance of new players in the retail
payments space and the growing attention to financial inclusion.
The PFMI significantly raise the bar for certain oversight
requirements and have implications for the need to modernize
and strengthen system components, risk management
frameworks, governance and oversight arrangements, and
overall legal and regulatory frameworks.
Since the start of its Phase III (in 2013), FIRST has approved
12 catalytic projects in this sector worth over US$3 million,
accounting for 10 percent of the catalytic portfolio (by
value). In fiscal 2016, the share of commitments for payment
systems reform was 16 percent. This TA typically includes (i)
the development of strategies for an NPS, retail payments,
and government payments; (ii) the modernization of the legal
framework; and (iii) the enhancement of oversight arrangements
and capacity.
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Box 4: Increasing Mobilization of Long-Term Funding in Mozambique
Though Mozambique’s growth has been strong since the end of the civil war in 1992, this growth has not brought about
significant poverty reduction. The government highlights the lack of long-term finance as one of the major impediments to
sustainable economic growth. With the support of FIRST, the government adopted the Mozambique FSDS 2013–22. The
strategy specifically sets a goal of developing long-term financial markets in the country.
In March 2016, FIRST approved a three-year program to support implementation of the FSDS, with two objectives: (i)
developing the primary and secondary markets for government bonds and (ii) increasing the supply of private capital to
support private sector development through improvements to the mobilization and investment of long-term funds, of which
pension funds and insurance companies can be important sources.
The program will support the Ministry of Economy and Finance, the Central Bank, the Insurance Supervision Institute, and
the Stock Exchange in reforming the government and corporate bond markets, and the insurance and pension sectors.
For the government bond market, the program builds on a previous FIRST-funded government bond market project and
embarks on second-generation reforms, including better price dissemination and liquidity, and implementation of risk
management tools for liability and refinancing. In addition, the program includes activities to expand nongovernment bond
markets and the investor base.
For the pension component, the program aims to strengthen oversight of private pensions, strengthen management
of public pension schemes, and expand pension coverage. The insurance component aims to strengthen supervisory
capacity and tools for RBS. By strengthening authorities’ capacity to regulate and supervise the pension and insurance
sectors as social safety net providers, the program to enable these sectors will contribute to increasing the supply of
domestic long-term funding in the medium to longer term. Overall, the program expects to stimulate growth in the issuance
of nongovernment bonds.

In Nigeria, FIRST’s TA focuses on retail payments, government
payments, remittances, and oversight (box 5). In Indonesia,
FIRST supported implementing the new generation of the
country’s real-time gross settlement (RTGS) system and
securities settlement system (SSS). In El Salvador, a FIRST
project is assisting the authorities in conducting self-assessment
of the local RTGS system against the PFMI, in addition to
reforms in retail payments, remittances, government payments,
and oversight. Most of the payments projects approved in fiscal
2016 are linked to FSAPs.

KNOWLEDGE AGENDA
As part of its Phase III strategy, FIRST continues to distill and
disseminate lessons learned during TA interventions and identify
emerging areas of financial sector development for which
more consistent guidance is needed. FIRST also supports the
development and dissemination of international standards and
best practices through our continuous work to assist clients in
achieving such practices.

Under the knowledge agenda, FIRST and the World Bank
Group’s Finance and Markets Global Practice launched a
consultative process to produce a set of principles for the
design, implementation, and evaluation of public credit
guarantee schemes (CGSs) for small and medium-size
enterprises (SMEs).
Access to finance, particularly credit, is widely recognized as
problematic for SMEs, hampering their growth and development.
Moreover, the recent global financial crisis dented confidence
that market solutions can be counted on as the primary source
of access to finance for SMEs. To address this challenge, many
governments around the world intervene in SME credit markets
through CGSs. CGSs offer risk mitigation to lenders by taking
a share of the lenders’ losses on SME loans in cases of default.
However, they can prove costly if they are not well designed and
implemented. Although efforts have been made in recent years
to identify good practices for CGSs, a common set of principles
or standards that can help governments establish, operate, and
evaluate CGSs for SMEs was still lacking.
Recognizing this knowledge gap, in January 2015 the World
Bank Group and FIRST convened a global task force to
identify and draft principles for the design, implementation,
and evaluation of public CGSs. The task force included
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Box 5: Improving the Efficiency, Safety, and Inclusiveness of Payment Systems in Nigeria
Over the last two decades, the Central Bank of Nigeria (CBN) has been collaborating with other banks in the country
to modernize the payments systems. Between 2007 and 2009, FIRST financed the development of Nigeria’s Financial
Sector Strategy 2020, the objective of which is to contribute to transforming the financial system into a catalyst for growth,
developing Nigeria into an international financial center, and transforming Nigeria into one of the 20 largest economies in
the world by 2020. The strategy provided recommendations in several areas, one of which was to improve the automation
of payment systems to reduce delays in the clearing and settlement of payment instruments. Among other efforts, the
authorities took actions to improve check clearance and introduced the RTGS system.
Despite these notable developments, challenges persist. For example, cash remains a dominant means of payment
despite the CBN’s policy of migrating to cashless means of payment through the “Cashless Nigeria” initiative announced
in 2011. Cashless retail transactions remain uncommon, at an estimated 0.2 per capita per year. Oversight of payment
systems needs to be strengthened in line with the revised standards for payment and securities settlement systems,
namely the PFMI.
The project aims to support the CBN in (i) developing a comprehensive regulatory and oversight framework for the payment
systems, including innovative payments and better understanding of the PFMI; (ii) developing a comprehensive retail
payments strategy that will guide the evolution of the retail landscape; (iii) assessing the remittances market with a view
to identifying barriers to cost reduction; and (iv) designing efficient government payment flows. The project is expected to
improve the efficiency, safety, and inclusiveness of Nigeria’s payment systems, in line with international standards.

delegates from the Arab Monetary Fund, the Asian Credit
Supplementation Institution Confederation, the Association
of African Development Finance Institutions, the European
Association of Mutual Guarantee Societies, the Ibero-American
Guarantee Network, and the Institute of International Finance.
These principles will provide a generally accepted set of good
practices that can serve as a global reference for the design,
execution, and evaluation of public CGSs.
Following the publication and dissemination of the principles,
FIRST continues to support the CGS knowledge agenda. The
World Bank and FIRST are conducting a worldwide survey of
the implementation of the principles in extant CGSs, and the
results are being compiled and analyzed in a World Bank Policy
Research Paper for publication in fiscal 2017.
In 2016, FIRST cosponsored a regional conference, Financial
Sector Development in African States Facing Fragile Situations,
which gathered leaders from the private and the public sectors
to discuss the links between fragility, resilience, and financial
sector development in Africa. The conference explored
opportunities for partnerships, innovative policies, and private
sector–led solutions to accelerate financial sector development
in fragile situations in Africa. Much attention was also paid to
the challenges that financial institutions and investors face in
African countries in fragile situations and called for development
partners to provide more opportunities to support the private
sector in those countries. The participants left the conference
with a major takeaway: Financial markets can play a key role in
tackling fragility and building resilience in Africa.

In its Lessons Learned Series, in December 2015, FIRST
published a note titled “Developing a National Financial Inclusion
Strategy: The Paraguay Experience.” Based on FIRST’s TA
in response to the Central Bank of Paraguay’s request for
assistance, the note shares the Paraguay experience in the
development of a national financial inclusion strategy. The
aim was to enhance synergies among multiple initiatives and
to produce a better sequence of initiatives, as well as to set
national indicators, develop an action plan, and support the
start of the implementation of the strategy.
FIRST also launched a newly enhanced version of its website
with superior features and functionalities that enable
knowledge sharing and data search, with basic and useful
information on FIRST’s TA engagements, both ongoing and
completed. The website has a modern visual design and is fully
up to date with information regarding FIRST’s overall portfolio
and knowledge resources such as reports, lessons learned,
video interviews with client beneficiaries, standard indicators
for sectors, and a vast pool of impact stories covering FIRST’s
work in various sectors and regions.
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LOOKING AHEAD
As we begin the final year of implementing the FIRST Phase III
strategy, the upcoming independent evaluation will enable us
to take stock of what worked well and what needs to improve
in our policies, processes, and partnership, and will provide
the foundation on which the next strategy will be built. The
programmatic approach which was at the core of the strategy
has been rolled out successfully in 10 countries, but catalytic
interventions remain FIRST’s niche TA delivery model. We will
assess the extent to which the complementarity and balance
between the programmatic and catalytic approaches enhances
FIRST’s ability to respond adequately to current financial
sector challenges. With a number of Phase III projects now
fully implemented, we will be able to assess how well project
outcomes have been achieved and draw important lessons
that will inform our strategy for Phase IV. In addition, this is an
opportunity to ramp up our knowledge agenda through the
dissemination of more project impact stories and the FIRST
Lessons Learned series.
Although the global financial crisis is behind us, financial
systems in developed and emerging markets remain fragile. An
environment of anemic economic growth, sustained low interest
rates, and weak commodity prices has produced an increase
in NPLs in the banking sector. Since the global financial crisis,
a number of client countries have turned to FIRST for support
in strengthening their micro- and macroprudential frameworks
and their financial sector safety nets in order to build financial
systems that can withstand future shocks. With the increased
interconnectedness between banks and nonbank financial
institutions (NBFIs), the proportion of FIRST interventions in
insurance and pension regulation and supervision has also
increased. Helping clients to implement such reforms in both
the banking and nonbanking sectors has been at the core of
FIRST’s financial stability agenda and is expected to grow.
Development of innovative ways of delivering financial services
to a large unbanked population using e-money and other forms
of financial technology platforms has been a game changer
for the universal access to finance agenda. FIRST has been
at the forefront of supporting countries in upgrading their core
payments systems, developing systems interoperability between
bank and nonbank financial services providers with the objective
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of increasing efficiency and access. As financial systems become
more sophisticated, so do the risks. There is a growing need
to mitigate the heightened risk to payment systems from fraud
and cyberattacks, especially for the weakly regulated nonbank
service providers such as MNOs. FIRST will continue to support
countries in implementing financial inclusion strategies and
policies that ensure the appropriate balance between access,
innovation, and stability, focusing on proportional regulations for
new delivery channels outside the traditional regulatory perimeter.
Despite significant improvements in the last decade, capital
markets in most developing countries remain illiquid and
shallow, with little capacity to transform short-term deposits
into the long-term financial products needed to fund efforts
to close large infrastructure and housing gaps. Moreover,
potential sources of long-term finance such as pensions and
insurance are themselves undeveloped, in part because they
lack diversified and long-term investment products to match
their liabilities. FIRST TA focuses on unlocking this vicious cycle.
The Programmatic Window was aptly designed to support this
agenda as exemplified by the ongoing FIRST-funded programs
in Morocco and Mozambique. To enhance market confidence,
FIRST will continue to support countries in creating an enabling
environment through strengthening the legal and regulatory
framework for insurance, pension, and capital markets;
corporate governance; market transparency; and investor
protection. This will be done by working with standard setters
to help countries implement related Reports on Observance of
Standards and Codes and by providing institutional capacity
building for regulators.
In December 2015, the Governing Council adopted an
approach for mainstreaming gender into FIRST’s advisory work.
Specifically, where relevant, FIRST projects endeavor to identify
legal, policy, or structural constraints on gender equality; to
support the development of appropriate action plans to address
those constraints; and to develop mechanisms for tracking
progress. This is particularly true in projects that contribute to
financial inclusion, where despite considerable progress, access
or coverage for women remains lower than for men. By working
on concrete projects and interventions, FIRST will also expand its
network of knowledge resources, build experience, and collect
lessons learned, which will provide valuable inputs for refining the
approach and incorporating it in our strategy for the next phase.

IV. Results Achieved
As of June 2016, 47 projects approved in Phase III have been fully implemented and have demonstrated positive outcomes and
significant impact for FIRST’s clients. Highlighted outcomes realized in fiscal 2016 include the enactment of 16 new or improved
laws and regulations, the adoption of stronger supervisory and institutional frameworks for 11 agencies, and the approval of 3 sector
strategies or policy plans.

Table 5: Key Outcomes Achieved, P hase III, January 2013–June 2016
KEY OUTCOME INDICATOR

FY15

FY16

TOTAL

Strengthened supervisory frameworks, manuals, tools adopted

1

1

2

Laws or regulations enacted

1

1

2

1

1

Banking

Capital Markets
Laws or regulations enacted
Housing Finance
Strategies, action plans, road maps, or policy plans approved

1

1

New or improved financial products introduced

1

1

Insurance
Strengthened supervisory frameworks, manuals, tools adopted
Strategies, action plans, road maps, or policy plans approved

1
2

Laws or regulations enacted

1
2

1

1

Microfinance
Strengthened supervisory frameworks, manuals, tools adopted

1

1

Payment Systems
New or improved infrastructure established

2

2

Strengthened oversight frameworks adopted

3

3

Strategies, action plans, road maps, or policy plans approved

2

2

Laws or regulations enacted

3

3

Strengthened supervisory frameworks, manuals, tools adopted

1

1

Laws or regulations enacted

8

8

Laws or regulations enacted

1

1

Collateral registries established or modernized

1

1

New or improved financial products introduced

1

1

1

1

1

1

Pensions

Secured Transactions

Macroprudential/Safety Net/Crisis Preparedness
Framework for liquidity assistance established or strengthened
Strengthened crisis preparedness frameworks adopted
Strengthened macroprudential frameworks adopted

1

1

Strengthened manuals, tools, methodologies for deposit insurance system adopted

2

2

4

Strengthened resolution framework adopted

2

1

3

Laws or regulations enacted

1

1

2

1

1

2

Financial Sector Development Strategy
Strategies, action plans, road maps, or policy plans approved
Note: The table includes projects implemented by both the World Bank and the IMF.
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Laws, Regulations, Policies, Strategies, and
Supervisory Frameworks Adopted in FY16

Banking
DJIBOUTI

MEXICO

Presidential Decree establishing the PCG Fund approved
in March 2016

Adoption of improved risk-rating matrix, enhanced onsite supervisory procedures, and more comprehensive
institutional report

Djibouti A047 MSME Credit Guarantee Fund
2014–2015

Mexico A067 Strengthening Banking Supervision
2014–2015

Capital Markets

Insurance

COLOMBIA

SRI LANKA

Regulations for the Securities Market Self-Regulator
Corporation of Colombia (Autoregulador del Mercado
de Valores) adjusted, incorporating new functional
structure, integrating activities and processes, and
reducing hierarchical levels

•
•

Colombia A056 Strengthening SROs Framework
2013–2015

Sri Lanka A003 Risk-Based Supervision (Insurance)
2013–2015
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•

Risk-based capital framework implemented
75 percent of insurance companies complying
with the new risk-based capital requirements
RBS approach adopted by the Insurance Board,
with six on-site inspections conducted during 2015

Payment Systems
DJIBOUTI

INDONESIA

MOROCCO

National Payment Systems Law
enacted in June 2016

New generation of BI-RTGS (realtime gross settlement) system
and BI-SSSS (scripless securities
settlement system) launched by
Bank Indonesia on November 16,
2015

•

Djibouti A034 Payment System
and Credit Reporting Infrastructure
2013–2015

ETHIOPIA
•

•
•

Retail payment strategy
adopted by the National Bank
of Ethiopia, making it possible
to catalyze DFID funding
(“Harnessing Innovation for
Financial Inclusion,” executed by
the World Bank) to support the
implementation of key actions
and the broader payment system
agenda
Interoperability of ATMs achieved
with the live run of Eth-switch
Payment systems oversight
department strengthened with
distinctive functions; started work

Ethiopia A048 Improving Efficiency
of Payment Systems 2013–2015

•

Indonesia C007 Payments Systems
Upgrade Implementation 2015–2016

JORDAN
•

•

•

National Payments Council
restructured by the Central Bank
of Jordan as recommended
Transferring retail payment
system to National Payments
Council, which has assumed full
control of the RTGS system
Regulations on electronic
funds transfer and oversight
adopted

Jordan A020 Payment Systems
Reforms 2013–2015

•

•

New department charged by the
Bank of Morocco (BAM) with
oversight of payment systems,
payment instruments, and
services, which includes licensing
Article 17 of Banking Law
amended, defining ring-fencing
conditions, and implementation
decrees prepared
Circulars issued by the BAM
to regulate nonbank payment
service providers and payment
activities
BAM opened the market for
switching of electronic payments.
(As part of its strategy for the
development of electronic
payments and financial inclusion,
BAM allowed MasterCard
Asia/Pacific Pte Ltd and Visa
International Service Association
to exercise switching activity
(i.e. routing authorizations,
processing and clearing of
electronic payment flows).

Morocco A032 Supervision and
Regulations for Non-bank Payment
Service Providers 2013–2015
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Pensions
COLOMBIA

COSTA RICA

RWANDA

•

•

Regulations for Registration of
Pension Schemes, Licensing of
Pension Scheme Providers, and
Authorization of Financial Institutions
approved on September 30, 2015

•

•

Decree 036 on annuity coverage
regarding minimum wage
variation enacted in 2015;
Resolution 039 issued to regulate
the methodology for calculating
coverage
Decree enacted to change the
investment regime of mandatory
pension funds
Policy on annuities and
survivorship and disability
insurance adopted

Colombia A064 Pension Reform
2014–2015

•

Organizational structure
at SUPEN changed (new
investment team, new strategy
and planning process, and
strategic committee)
New regulation passed to allow
greater flexibility in investment
regime and conduct of
supervision of pension funds;
other regulations (such as risk
assessment) in preparation

Costa Rica A030 Risk-Based
Supervision in Pension Sector
2013–2015

Secured Transactions
SEYCHELLES
•
•

Secured Transactions Bill enacted
Modernized collateral registry established, helping
to introduce movable lending products

Seychelles A026 Secured Lending and Collateral
Registry 2013–2015
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Rwanda P1: Strengthening Financial
Stability Program 2013–2017

Financial Sector
Development Strategy
PARAGUAY
Financial Inclusion Strategy adopted
Paraguay A036 Financial Inclusion Strategy 2014–2016

Macroprudential/Safety Net/Crisis Preparedness
NIGERIA

UKRAINE

Target Fund Ratio framework
adopted in February 2016

•

Nigeria A045 Strengthening Deposit
Insurance 2014–2016

RWANDA
Exceptional Liquidity Facility
established

•

Rwanda P1: Strengthening Financial
Stability Program 2013–2017

•

TUNISIA
Crisis Preparedness Framework
adopted

Law 629-VIII amending some
legislative acts in respect of the
improvement of the Deposit
Guarantee System and the
resolution of insolvent banks
approved July 16, 2015; full
deposit payout period reduced
from 7 months to 20 days
starting July 1, 2016
Consolidated Office for asset
management established in
December 2015
Deposit insurance fund models
adopted and used by Deposit
Guarantee Fund

Ukraine A025 Deposit Guarantee
Fund 2013–2015

Tunisia A053 Banking Law
Modernization and Crisis
Preparedness 2014–2015
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CATALYTIC EFFECTS

Table 6: Key Indicators of Catalytic Effects

The unique aim of FIRST’s small TA projects is to catalyze
follow-up reforms. As of June 30, 2016, 10 of 47 completed
projects have catalyzed follow-up projects worth over US$164
million, which have been funded by development partners as
well as FIRST clients’ own resources.

Indicator

Number of follow-up reforms catalyzed
Funding catalyzed, US$ million

Results as of
June 30, 2016
10
164.0

Follow-up Reforms Catalyzed by F IRST TA
FIRST TA

FOLLOW-UP REFORM

Colombia A064
Pensions

An investment in an electronic system for pension products
(SICOP) and a mechanism for survivorship and disability
insurance (client’s funding sources)

Colombia A006
Housing Finance

A grant of US$150 million to introduce new housing products
(client’s funding sources)

Djibouti A034
Payment System
and Credit Reporting
Infrastructure

A World Bank loan operation (US$5 million, of which US$2.6
million is dedicated to financing software and hardware) to
finance the purchase and implementation of software and
hardware for an automated transfer system

MENA A007 Insurance

A follow-up project in insurance supervision (FIRST funding)

Ethiopia A048
Payments

A follow-up project on “Harnessing Innovations for Financial
Inclusion” (HiFi), worth US$4 million, to support broader
payment system reform (DFID funding)

Kazakhstan A057
National Catastrophe
Insurance

A grant of US$5 million to support the infrastructure for affordable,
innovative catastrophe insurance products (Global Environment
Fund funding)

Liberia A052 FSDIP

A program worth US$1.3 million (FIRST funding, pipeline stage)
that will focus on increasing financial inclusion

Seychelles A027
FSDIP

A World Bank project worth over US$500,000 (World Bank
Reimbursable Advisory Services) focusing on the financial
sector regulatory framework and the credit information system

Seychelles A026
Collateral Registry

An investment of US$50,000 to develop software for the
Collateral Registry (client’s resources)

Uganda A063 Motor
Third-Party Liability
(MTPL) Insurance

An effort that informed a larger TA program to strengthen
financial stability including an insurance sector component
worth US$250,000 (FIRST funding)
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Catalytic Effects of FSDIP Instrument
As of June 2016, FIRST has approved eight Financial Sector
Development Implementation Plan (FSDIP) projects. Three have
been completed—in Lesotho,8 Seychelles, and Bhutan. The
FSDIP instrument has been recognized by FIRST’s implementing
partners as effective in underpinning financial sector reforms
that address client countries’ challenges in a prioritized and
harmonized manner in the absence of an FSAP.

Experience in various countries provides evidence of the
usefulness of an FSDIP in formulating or prioritizing reform.

Lesotho

Seychelles

The FSDIP was approved by the government in
November 2013. It places the highest priority on a twopronged approach to increasing financial inclusion by
strengthening the supply side of the financial sector
and increasing demand for financial services. To
support the implementation of the FSDIP, a number of
initiatives are under way with assistance from the World
Bank, the IMF, the United Nations Capital Development
Fund, Cenfri (the Centre for Financial Regulation and
Inclusion), the FinMark Trust, and the IFAD (International
Fund for Agricultural Development); the World Bank
project includes a component on improving access
to finance through a private credit bureau, financial
leasing, and a movable collateral registry; the IMF
project addresses banking supervision, RBS, and
NPSs; and the IFAD project focuses on expanding
financial services to rural areas. In September 2015,
FIRST approved a program worth US$1.5 million to
support the government’s financial inclusion agenda by
strengthening the legal and supervisory frameworks for
microfinance institutions, NBFIs, consumer protection,
and partial credit guarantee schemes.

The FSDIP was approved by the government in November
2014. It focuses on five priority areas for reforms—for
their potential high impact on individuals, businesses,
and government agencies—and on the overall efficiency
and safety of the financial sector. It addresses consumer
protection, financial literacy, and ongoing training of
financial sector professionals as cross-cutting topics.
As an upper-middle-income country, Seychelles is no
longer eligible for FIRST funding of follow-up reforms. It
has successfully secured the World Bank’s assistance
through a Reimbursable Advisory Service project worth
US$538,000 to implement reforms in three areas: (i)
the financial sector regulatory framework, (ii) national
risk assessment, and (iii) the credit information system.
Resources have been mobilized from the African
Development Bank and ICF to implement the strategy
(an FSDIP), which was supported by FIRST.

Liberia
During the FSDIP formulation stage, FIRST and Bank
staff have actively engaged stakeholders to coordinate
the next steps toward implementation of reforms. A
dissemination workshop is planned for September
2016, inviting development partners to collaborate and
coordinate implementation of the FSDIP. A US$1 million
program on financial inclusion is being conceptualized for
FIRST funding.

8.

One important aspect of an FSDIP is to institutionalize a body (a
secretariat or committee) to coordinate, facilitate, and monitor
the implementation. Annual follow-up with this body helps
FIRST obtain a complete picture of FSDIP implementation.

Sao Tome and Principe
The FSDIP 2016–2020 focuses on policy reforms and
actions in three key areas: (i) strengthening financial
sector supervision, (ii) improving financial inclusion,
and (iii) upgrading financial infrastructure. In July 2016,
FIRST approved two catalytic projects to support Banco
Central de São Tomé e Príncipe to strengthen bank
resolution, banking supervision, payment systems,
and financial inclusion. The payment systems reform
project is being jointly delivered by the World Bank and
the African Development Bank at an estimated cost of
US$4 million.

The FSDS developed for Lesotho was funded in Phase II. This was an FSDIP in nature, but at that time the FSDIP instrument had not been officially launched.
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FEATURED STORIES

Financial Inclusion
COLOMBIA: Improving Access to Housing Finance for Low-income and Informally
Employed Segments

Challenge
The housing finance market in Colombia remains
underdeveloped; the situation is especially acute for low-income
salaried households and those employed in the informal sector.
In 2013, the market depth was 4.5 percent of GDP (Col$28.6
trillion, or US$15 billion), noticeably lower than in Chile (20
percent) and in Mexico (11 percent), for comparison. Housing
finance represented about 10 percent of banks’ credit portfolios.
With rapid population growth and urbanization exacerbating
the housing shortage, an estimated 35–40 percent9 of the
population is in need of affordable housing.
The low-income households and those employed in the
informal sector are particularly challenged in accessing bank
financing for two reasons. First, would-be buyers are unable to
accumulate sufficient savings to meet the 15–20 percent down
payment required for a mortgage. Second, lenders have only a
limited ability to assess income and repayment capacities and
to accurately estimate the credit risk of informally employed
borrowers.
With 60 percent of Colombians working informally and over 40
percent of families paying rent, filling this accessibility gap has
become a major development challenge. Therefore, increasing
access to affordable, sustainable housing finance is a critical
priority of the Colombian government.

F IRST ’s Assistance
In April 2013, the Fondo Nacional del Ahorro (FNA; National
Savings Fund), a state-owned development bank, approached
FIRST for TA. The FNA administers public and private sector
employee savings and provides housing finance; it has 1.6
million affiliates and a 16 percent share in the housing finance
market. This assistance was to address the two major challenges
affecting the expansion of housing finance for low-income
individuals and the informally employed: namely, (i) to support
lenders in better assessing the creditworthiness of informal
workers and (ii) to help low-income applicants overcome the
barrier of a 15–20 percent down payment.

9.

This TA, delivered by the World Bank, supported the FNA in five
efforts:
•

•

•
•

•

Reviewing its financial and institutional capacity to assess the
challenges to expansion of housing finance in a sustainable
and efficient way
Assessing its suitability to develop an appropriate suite
of products for informal households and low-income
employees
Designing a credit score system for informal workers and
low-income formal employees
Developing and piloting the implementation of a residential
leasing product for informally employed and low-income
formally employed households
Disseminating these outputs to relevant stakeholders

Results
In July 2014, the government issued Decree 1058 to allow
banks to use the proposed residential leasing with savings
products. In October 2015, the FNA launched the Arriendo
Social (Social Rent), which was developed on the basis of
the project’s results. The FNA opted to launch the residential
leasing product without the savings component. To fund this
program, the FNA created a special purpose vehicle of Col$400
billion (US$150 million). Within the first two months following the
launch, the FNA received over 1,500 applications. In addition,
the proposed credit-scoring methodology informed the FNA’s
new credit score system for informal workers and low-income
individuals applying for the FNA’s housing finance products.
As a public development bank, the FNA was an ideal partner
to act as a market maker by introducing new products to the
financial markets and promoting innovation in housing finance.
There is large potential for replicating these outputs, as many
countries face similar challenges of improving access to housing
finance for low-income and informally employed people.

According to the National Census of 2005, the last conducted. A more recent estimate suggests 20–25 percent.
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SEYCHELLES: Strengthening Secured Lending and Collateral Registry

Challenge
The entrepreneurial environment in Seychelles is challenging: it
is characterized by an inefficient regulatory framework and poor
access to finance. Although the banking sector is well capitalized
and enjoys high levels of profitability, which is mostly attributed
to non-interest income earned on loans and advances and to
investment in government securities, banks in Seychelles do not
adequately engage in lending, especially to SMEs. This is partly
explained by the lack of acceptable collateral. Banks accept
only immovable property as guarantees on loans, thus effectively
preventing borrowers from using movable assets such as inventory,
machinery, accounts receivable, crops, and stock as guarantees.
In addition, the lack of a collateral registry prevents the banks,
NBFIs, and other potential creditors from using financial leasing as
a means to channel credit to the private sector.
As a result, the ratio of private sector credit to GDP for Seychelles
has been low, at 25.1 percent in 2012 against a 48.2 percent
average for countries in the same income group. The lending–
deposit spread in 2013 was 10.1 percent, against an average
of 5.6 percent for the same income group. Moreover, the share
of NPLs has stood quite high, at 9.4 percent in 2013 against an
average NPL share of 3.2 percent for the same income group. The
limited capacity for lending to the private sector inhibits growth.
In an effort to mitigate the challenges for small businesses,
the government has launched the Small Business Financing
Agency, which focuses on microfinance.

F IRST ’s Assistance
Acknowledging the gap in lending capacity, the Central Bank of
Seychelles (CBS) requested FIRST’s assistance in embarking
on a comprehensive reform to put in place a modern secured
lending system and a collateral registry for movable property.
With secured lending, enterprises will be able to use their
movable assets, inventory, and accounts receivable as collateral
and will have greater access to finance.
FIRST’s TA, which was delivered by the World Bank during
the course of 2014–1015, assisted the CBS in two efforts:
reviewing and drafting a secured lending legal framework,
including (i) reaching consensus among key stakeholders on the
need for reform, (ii) reviewing current secured lending practices,
and (iii) improving the enabling environment by drafting secured
transactions laws and regulations in line with international
practice; and designing and creating a secured transactions
registry, including (i) assisting in the creation of the registry and
(ii) supporting the CBS in creating awareness of the registry and
providing training of trainers.

Results
Following the project, the Secured Transactions Act was speedily
enacted by the Parliament in 2015, and the Electronic Secured
Transaction Registry/Collateral Registry was developed within
the CBS and launched in 2015. All seven banks in the country
are connected to the system. Although it is too early to measure
impacts, it is expected that secured lending will expand access
to credit for the private sector in Seychelles.
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Financial Depth and Diversification
COSTA RICA: The Outcomes- and Risk-Based Supervision Approach in Pensions

Challenge

F IRST ’s Assistance

In 2013, the Costa Rican pension system was growing steadily
in volume and complexity; to sustain stability, the legal and
regulatory frameworks that defined the system required reforms.
There were over 2.5 million individual entitlements, with coverage
for the population of 4.8 million, which was high relative to regional
comparators,10 and a rapidly growing asset base that exceeded
US$14 billion, over 26 percent of GDP in 2014.

In 2013, SUPEN approached FIRST to fund TA to support the
development and implementation of RBS of pension funds.
From the start, the World Bank team had a very proactive and
positive engagement with the authorities. The four components
of the project included a review and a road map, a risk-based
methodology, proposals for legislative reforms, and capacity
building.

The Superintendencia de Pensiones (SUPEN; Supervisor of
Pensions), established in 1995, is responsible for regulating
and supervising all pension funds and pension plans and for
protecting the system’s stability and participants’ benefits. The
expansion of Costa Rica’s private pension system in recent years
has presented challenges to SUPEN. Despite the significant
volume of pension assets managed, supervision remains mostly
compliance based and involves limited risk assessment. The
most recent FSAP, conducted in 2008, acknowledged that
Costa Rica’s pension system needed to be strengthened. The
assessment also recognized that the concentration of assets in
public sector instruments was not ideal.

The project focused first on developing a diagnostic review and
a road map to guide the process of establishing RBS of the
pension market, including recommended policy and regulation
changes. The resulting High-Level Design Report explained the
overall objectives and design principles of RBS.

Since the global financial crisis, the International Organization
of Pension Supervisors (IOPS) has identified RBS of pension
fund systems as a critical component in a modern supervisory
system, and it has included RBS of pension funds in the IOPS
Principles of Supervision.
SUPEN has highlighted the need for improved regulation
and supervision of the sector as a key priority. Authorities
recognized the critical need to replace SUPEN’s compliancebased supervision practices with an RBS methodology that
employed effective tools to reduce risks to achieving improved
long-run outcomes. Another key objective was to tackle poor
governance and underfunding of promises at a number of
defined benefit funds. These reforms would enable liberalization
of investment rules and the development of multiple pension
portfolios in the longer term through improved governance,
regulation, and supervision.

Second, the project developed a robust risk-based methodology
to enable decisions based on risk to be rigorous and defensible,
and to sharpen the focus on pension fund governance and
risk management. The outcomes- and risk-based supervision
(ORBS) framework provides guidance to focus on the long-run
outcomes, identify the risks to achieving these outcomes, and
implement the most effective solutions (figure 2).
Next, in order to fully mitigate risks and facilitate the
implementation of RBS, the team identified several legislative
reforms required to overcome weak governance issues and
legal barriers to a more detailed governance regime. The team
proposed several draft regulations, and recommended legislative
revisions related to actuarial regulation, risk management,
calibration, solvency, investment limits, and governance at
financial services institutions.
The project team adopted an approach that focused on
education, orientation, and enforcement to implement better
fund management, risk mitigation, and supervision of the sector.
This approach required training to improve understanding
of international best practices, effective consultation with
pension fund managers to gain feedback and buy-in, and
courses designed to develop the skills required to implement
RBS in practice.

10. Rofman, Rafael, Ignacio Apella, and Evelyn Vezza (2015), “Beyond Contributory Pensions: Fourteen Experiences with Coverage Expansion in Latin America,”
World Bank, Washington, D.C.
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Figure 2: Using an Outcomes-Based Approach to Create Outcomes and Risk-Based Supervision
Outcomes-Based Diagnosis and
Assessment (OBA)
Environment and Design

Outcomes

Economic and political
environment

Efficiency

Framework – other pillars and
key rules

Sustainability

Market structure, entities &
governance

Adequacy

Supervision

Security

Outcomes- and Risk-Based
Supervision (ORBS)
Develop long-run outcome-focused objective

Map inherent and residual risks to objective
Develop risk mitigation strategies prioritized
relative to costs and benefits
Publish new principles and best practice
guides as part of risk mitigation strategy

OBA develops the case for new regulations as
well as broader dialogue with government on risks
outside the scope of the regulator/supervisor that
could improve pension outcomes, such as a review
of social security, data and ID module, a financial
inclusion strategy or a capital market “deep dive.”

During 2015, the team delivered a wide range of training events
and a series of presentations tailored for the SUPEN staff,
pension fund administrators, and members of CONASSIF (the
National Council on Financial System Supervision), including the
governor of the Central Bank. In total, the team delivered over
100 reports, presentations, and training sessions, including risk
strategies, as well as principles and guides, which covered both
off-site and on-site supervision.

Results
This project has been considered a success and its deliverables
have led to positive outcomes. SUPEN has adopted
recommendations from the High-Level Design Report and
consequently streamlined the number of inspections conducted
for risk assessment from 40 to a single series of 12–15. The
ORBS framework also led to a greater focus on results, and
on monitoring and evaluation. A new regulation was passed
to allow greater flexibility in the investment regime and to
strengthen the supervision of pension funds. Other regulations
(for example, of risk assessment) are being prepared and will be
rolled out in phases over four years. This education, orientation,
and legislation approach has educated fund managers on
international best practices, enhanced communication and
transparency between the authorities and relevant stakeholders,

Implement new regulations, including for market
structure if most effective risk solution
Provide new risk-based off-site and on-site
supervision plus training and communication
Establish annual strategy and M&E cycle to
review and revise approach on basis of evidence
and improved enforceability—to compel reforms, penalize
noncompliance, and empower supervisors to intervene when
necessary.
Since the project ended, SUPEN has changed its organizational
structure, including a new investment team, a new strategy and
planning process, and two new committees. The Strategic Risk
Committee is responsible for determining SUPEN strategy by
peer reviewing each supervisory strategy and approving the
planned budget. The Supervision Committee peer reviews risk
assessments, and formulates or recommends responses to
new risk situations as they arise.
The tools, templates, guides, and training provided have enabled
supervisors to identify risks comprehensively across the system
and within individual pension funds, thus improving SUPEN’s
efficiency, strengthening risk management, and increasing the
capacity to adapt to market advances and innovations. From
a broader perspective, the project has improved institutional
investment governance, thus enabling a longer-term focus
with greater diversification and increased returns. Today, Costa
Rica’s pension fund supervisory regime is more aligned with
international best practices, providing more effective oversight,
reducing risk, and increasing financial stability.
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KAZAKHSTAN: Setting the Foundation for a National Catastrophe Insurance Scheme

Challenge
Since 2004, authorities in Kazakhstan have partnered with the
World Bank and the FIRST Initiative to reform and improve
regulatory supervision of the insurance sector. In 2009–10,
the FIRST-financed project called Strengthening Catastrophe
Risk Transfer Supervision made possible sound supervision
of catastrophe risk insurance in the country.11 This led to
an important, albeit small, share of homeowners enjoying
the protection of such insurance. The insurance market has
become more stable; however, with a population of more
than 15 million, private insurance barely covered 1 percent
of insurable dwellings—thus, the government remained
essentially the sole source of recovery and reconstruction
funding after natural disasters.
In Kazakhstan’s southern, mountainous region, small
earthquakes occur regularly and seismologists caution that a
big earthquake is long overdue. Such disasters affect the poor
disproportionately. When a 5.4 earthquake hit in May 2011,
the country was quickly reminded how critical earthquake
insurance is. Recognizing the potential risk from future
earthquakes, in 2013 the president of Kazakhstan decreed the
introduction of the National Mandatory Catastrophe Insurance
Scheme. This scheme would require every homeowner in the
country to have reliable catastrophe insurance coverage, in
case “the big one” strikes.

Results
The draft National Catastrophe Insurance Law has been well
received, and enactment is planned for early 2017. In the
meantime, the FIRST-financed project has had some catalytic
impact already. In April 2016, the Global Environment Fund
approved a US$5 million grant to further support the launch of
affordable, innovative catastrophe insurance products covering
extreme weather and natural disasters in Kazakhstan, including
floods, landslides, and earthquakes.
Building on outputs delivered under the FIRST-financed project,
this Global Environment Fund project will focus on establishing
the complex insurance infrastructure and systems that will
enable the government to begin massive sales of compulsory
catastrophe insurance starting in 2017.
By launching the scheme with substantial participation by local
insurers, the government intends to initiate risk transfer to the
global reinsurance market and provide a needed boost to the
development of the domestic insurance industry. In addition, the
adoption of actuarially sound premium rates and the increase in
awareness of international best practices will vastly improve the
service and supervision of the domestic insurance market.

F IRST ’s Assistance
The government of Kazakhstan reached out to the World Bank
and to FIRST for support in developing the regulatory and
financial foundations for a financially sustainable scheme of
national mandatory catastrophe insurance.
In 2014–2015, the project team worked closely with key
stakeholders and authorities to develop a framework technical
paper describing the operational design of the insurance
scheme, including the assigned roles of government agencies
and the private sector. This framework led to a draft law for the
introduction of national mandatory catastrophe insurance.
The team also provided a pricing model for the insurance
product that suggests appropriate technical premiums and
coverage rates. This model was based on extensive analysis
of the stochastic data set on earthquake losses. Finally, a
workshop on the proposed business model was held for the
staff of the National Bank and local insurance companies.

11. A full story on Kazakhstan's reinsurance regulation was featured in FIRST’s Annual Report for FY11 and is available, along with a video, on the FIRST website at
https://www.firstinitiative.org.
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Financial Efficiency
DJIBOUTI: Upgrading the Financial Sector Infrastructure

Challenge
The NPS in Djibouti is at a very rudimentary stage of
development. It is dominated by cash and physical exchanges
of paper instruments, and lacks the basic infrastructure to
support the development of the financial sector and financial
inclusion. The only interbank system in Djibouti is the manual
check clearinghouse operated by the Central Bank of Djibouti
(CBD).12 The lack of efficient payment products is problematic
for companies (large and small), merchants, government
agencies, and customers. It impedes efforts to modernize the
financial sector and limits access by the population to noncash
payment instruments. It also creates systemic risk and could
affect the financial stability of the country. Thus, the legal and
institutional framework for payment systems needed to be
strengthened. The lack of a specific law providing a strong legal
basis for payments and settlements in Djibouti has resulted in a
lack of legal certainty about transactions. The CBD did not have
the formal authority to oversee payments and to catalyze their
modernization.
Djibouti currently has no credit information agency, and risk
management by Djibouti banks is conducted manually, making
it very slow and expensive for both consumers and lenders.
Replies to loan applications can require weeks for review and
decision making, with the average time for processing an SME
consumer loan being five days.
The system for data collection related to risks is based on
banks loading information into an Excel file and generating
preformatted PDF files. Although no longer manual, the system
still suffers from serious shortcomings. The adoption of a
credit reporting system would contribute to a considerable
reduction in these delays and the establishment of improved
risk management practices.

F IRST ’s Assistance
The CBD turned to the World Bank and FIRST for a TA project
for modernizing the country’s financial infrastructure (covering
2013–2015). Specifically, the project supported the development
of an NPS strategy, which laid out the key building blocks for

payments systems modernization based on international best
practices, identified technical specifications for an automated
payment system, and provided TA in the drafting of an NPS
law. The project also supported the development of a draft law
and national strategy for a credit reporting system, including a
detailed action plan and a survey of data providers.

Results
Both the NPS law and the credit reporting system law were
adopted by the Parliament in June 2016, providing a solid legal
foundation for the modernization of the financial infrastructure.
The governor of the CBD has expressed the commitment of the
bank to implementing an automated payment system based on
the recommendations of the NPS strategy. The FIRST project
is helping to catalyze a new World Bank loan operation that
will finance the purchase and implementation of the software
and hardware needed for an automated transfer system (ATS).13
The ATS will combine the functionality of an RTGS system,
for large-value and time-critical payments, and an automated
clearinghouse for low-value retail payments. The system
will also include a separate module as a central securities
depository, which will support the development of a safe and
efficient market for government securities.14 Under the action
plan for the credit reporting system, several working groups of
public and private stakeholders have been created to prepare
for the modernization of the system.
Taken together, an NPS and a credit reporting system form
the backbone of a country’s payment and credit infrastructure,
and are instrumental in improving the business environment
and promoting financial inclusion. These improvements in
the financial sector infrastructure are essential steps toward
creating an environment in which enterprises and institutions of
all sizes have safe and efficient payment systems for conducting
business, and financial institutions can more easily obtain
information that can facilitate the provision of credit and can help
lenders diversify product and service offerings to better meet the
needs of borrowers. Financial infrastructure is the foundation
for financial access and inclusion, and the implementation of
an ATS in Djibouti is a critical enabler for payment aspects of
financial inclusion.

12. It processes both large and low-value checks on a deferred net basis, exposing the participants and also the CBD to credit risk. There is no intraday processing.
13. Specifically, this concerns proposed additional financing (US$5 million) for the World Bank’s Djibouti Governance for Private Sector Development Project, which
started in 2014. About US$2.6 million of this amount will be dedicated to financial infrastructure (investments in software and hardware). The loan is expected to be
approved in the fourth quarter of 2016.
14. The RTGS system would serve as the system for settlement of all large-value and systemically important payment transactions. The clearinghouse would enable
the banks and other eligible institutions to offer credit transfers and direct debits that can be used for a variety of retail payment needs, such as salary payments,
bill payments, and tax payments. It would also support the automation of check processing. The central securities depository would enable electronic recording
of securities ownership, which would also enable efficient usage of these securities as collateral for liquidity support in the RTGS system and also for repossession
and other open-market operations.
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ETHIOPIA: Strengthening National Payment Systems

Challenge
In 2008, Ethiopia had a largely unbanked population and
an economy in which cash was a predominant means of
payment. Checks were the dominant non-cash-based payment
instrument; however, these were mainly supported by manual,
paper-based systems for clearing and processing. The lack of
check standards established and adopted by member banks in
the clearinghouse meant that there was no common foundation
for quality printing and processing of checks and therefore put
at risk both safety and efficiency in the payment system. Overall,
the retail payment infrastructure was highly fragmented and
inefficient, with no interoperability between the ATM and POS
networks of different banks.
The government of Ethiopia had developed and issued its
Growth and Transformation Plan (2010–2015), which highlighted
the promotion of financial inclusion as a main priority in the
development agenda. To promote broader inclusion, it was
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necessary to strengthen and modernize the NPS and contribute
to establishing an accessible, efficient, and competitive financial
system across the country.
By 2013, Ethiopia had made remarkable progress in the
modernization of the payment system, as envisaged in the
Vision and Strategic Framework for the Modernization of the
National Payment System in Ethiopia of May 2009. Notable
developments included the establishment of an appropriate
legal framework, including the Payment System Proclamation;
implementation of the Ethiopian Automated Transfer System
(EATS), which comprised the RTGS system and the automated
clearinghouse system; introduction of check standards and
automated check processing; and implementation of state-ofthe-art core banking systems. Although these developments
were essential for the overall NPS and for creating the necessary
foundations for an efficient retail payment system and broader
financial inclusion within the country, more reforms were still
needed along with additional support from external sources.

Recently, the government launched its Second Growth and
Transformation Plan (2016–2020), which places greater
emphasis on strengthening modern payment systems and
developing regulations based on international standards. In
January 2016, the National Council for Financial Inclusion also
approved a national financial inclusion strategy for the next five
years. The main target for financial inclusion will be to increase
the number of transaction accounts in banks and microfinance
institutions from 47 per 100 adults (age 18 and older) in 2015
to 80 per 100 by the end of 2020. Furthermore, on the demand
side, the aim is to increase the proportion of adults who own
transaction accounts in regulated financial institutions to 60
percent. Thus, expanding financial inclusion and strengthening
payments systems remain high priorities for the government.

F IRST ’s Assistance
In 2013, the National Bank of Ethiopia (NBE) requested FIRST
assistance in improving and further developing payment systems.
In particular, the NBE sought to develop a comprehensive
strategy that ensures retail payments developments take place
in a more coordinated manner and promotes interoperability
and wider access to payment services. In addition, the TA would
strengthen the capacity of the NBE to oversee the payment
system and ultimately contribute to maintaining financial stability.
FIRST TA delivered by the World Bank during the course of
2014–2015 supported the NBE in three efforts:
1. Strengthening the NPS Oversight Framework: The project
team provided a detailed review of prevailing oversight
arrangements and the supporting legal and regulatory
framework, and developed a comprehensive oversight
framework. The oversight framework stipulated the activities
to be executed by the NBE and the tools to be adopted
for discharging its statutory oversight responsibilities. The
document was designed in the spirit of the principles set by
the standard-setting body, the Committee on Payments and
Financial Market Infrastructures.

2. Developing a Retail Payments Strategy: On the basis
of an assessment of the retail payments landscape and
identification of impediments to the functioning of an
efficient payments system, the team developed a retail
payments strategy that articulated the national vision for the
development of the retail payment system, in accordance
with the agreed fundamental principles. The development of
a coherent strategy was extremely important for providing
useful inputs into the implementation of the national switch. In
particular, these inputs raised awareness that it is important
to significant policy considerations and fundamental
principles before determining the technology solutions for
a national switch for retail payments. These considerations
include the risk management frameworks that increase
the efficiency and the transparency of the financial sector.
The strategy ultimately will lead to enhanced stability of the
system and to greater financial inclusion.
3. Strengthening the Capacity of Payment and Settlement
Systems Staff: The team conducted a practical session on
how to apply the PFMI, a detailed session on central bank
responsibilities and how a framework for cooperation with
other regulatory authorities can be designed, and training on
assessment methodology.

Results
Since the completion of the TA, the NBE has achieved a number
of tangible outcomes:
• It adopted the retail payment strategy and could catalyze
DFID funding (“Harnessing Innovation for Financial Inclusion,”
executed by the World Bank) to support the implementation
of key actions and the broader payment system agenda.
• Interoperability of ATMs was achieved with the live run of
Eth-switch.
• The payment systems oversight department has been
strengthened and distinct functions identified, and it has
started its oversight work.
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INDONESIA: Upgrading Payment Systems

Challenge
Bank Indonesia requested the World Bank’s support in
implementing an upgrade of its RTGS system (called BI-RTGS)
and its scripless securities settlement system (called BI-SSSS),
the two most important market infrastructures in the Indonesian
financial market. Bank Indonesia had been undertaking a
project to upgrade the two systems since 2011. The bank’s
original plan was to take these interconnected upgrades live by
2013; however, it had encountered a series of challenges in the
preparation and implementation stages. Nonetheless, given the
importance and urgency of the project, the system upgrades
had to be completed by the end of 2015.

F IRST ’s Assistance
In 2015, Bank Indonesia requested FIRST TA to support it in
successfully implementing the new generation of the BI-RTGS
and BI-SSSS.

2. Analysis and advice on revising the project
implementation: The team provided assistance and advice
on specific issues encountered by the project team through
meetings and workshops. The team also provided advice
on concrete actions to take toward achieving a successful
implementation.

Results
Bank Indonesia implemented the recommendations made by
the World Bank team under the FIRST project. As a result,
the Generation 2 implementation went live on November 16,
2015, and has been operational since that time. This significant
achievement by the Bank Indonesia team was the result of
effective cooperation between all the parties.
The final phase of this assistance to Bank Indonesia was
focused on the transition from project to production. It involved
reviewing the structures and resources in place for maintaining
and developing the BI-RTGS and the BI-SSSS.

This TA delivered the following outputs:
1. Fact finding on the challenges in project management:
The team reviewed the project planning and progress with
the Bank Indonesia team and other relevant parties with
the objective of providing advice and recommendations
in areas critical to the success of the implementation. This
involved meeting with the project leaders, business user
representatives, the two main software and support vendors,
and representatives from the working group of business users
to gain an understanding of the status of the project and the
challenges being faced in reaching the “go live” condition.
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The project team played a key role as a third party, bringing an
objective perspective to the project management department
as well as other stakeholders and providing practical solutions
and recommendations to the bank’s senior management. Given
the complicated dynamics between stakeholders and the
mounting pressure to bring the updates live, the team’s objective
perspective was important in helping all stakeholders focus on
solutions and ensure a smooth transition to the next generation
of critical infrastructure systems in Indonesia’s financial market.

MONGOLIA: Payment Systems Strategy and Oversight Framework

Challenge
With the rapid growth of Mongolia’s economy, the importance
of payment systems and the need to build the capacity of the
Bank of Mongolia (BOM) to regulate and oversee them continues
to increase. Developing safe and efficient NPS infrastructure
in line with international standards is crucial to supporting the
development of the financial sector and the further economic
development of the country.
The BOM has made significant progress in improving Mongolia’s
payment systems in the last 10 years. In 2006, the Switch
and Clearing Center was established as part of a World Bank
project to modernize financial capacity in the country. In 2009,
an RTGS system was established. In the same year, Mongolia’s
National Payment and Settlement Council15 adopted a strategy
for developing payment and settlement systems for the period
of 2009–2014. The main purpose of the strategy was “to
hasten the growth of money circulation, and to maximize [the]
sustainability, security, and safety of [the] entire financial market.”
The strategy included objectives to increase the speed of the
payment process and to minimize cash payment transactions.
Not all aspects of the 2009–14 strategy were implemented;
in particular, a clear legal framework for Mongolia’s payment
systems and an oversight framework for the BOM were not
completed. A strong legal foundation and regulatory framework,
an oversight framework, and strengthening the bank’s capacity
as an overseer of the payment systems are priorities for
increasing the safety and efficiency of the payment systems.
The 2009–14 strategy also did not address retail usage or
improved access to financial services through the expansion of
innovative payment services.

F IRST ’s Assistance
In 2014, the BOM requested FIRST TA to update its National
Payments and Settlement System Strategy (NPSSS) and
improve both the legal and regulatory framework and the bank’s
oversight capacity.
This TA delivered the following tangible outputs:
1. An updated NPS strategy: On the basis of a review of the
NPSSS, the former strategy, reforms already addressed,
and remaining challenges, the team developed a renewed
strategy for the development of the NPSs, including a
sequenced action plan for the coming years. A series of
consultation workshops were organized for the authorities
(the BOM, the Financial Regulatory Commission—the

securities regulator, and the Ministry of Finance) and the
private sector.
2. A legal framework: The World Bank team undertook a
series of missions to review the BOM draft act on payment
systems, build the capacity of bank working group members
on the key concepts of the legal framework for the NPS,
sensitize key members of the Parliament, and provide advice
and a draft NPS Act (in English and Mongolian).
3. Oversight and capacity building: The World Bank team
fielded a series of missions and developed a draft oversight
framework. The team organized a series of workshops on
the PFMI, payment systems oversight, and self-assessment
of the RTGS system by the BOM.
In addition, the TA contributed to enhancing cooperative and
joint oversight with the Financial Regulatory Commission.

Results
The Financial Stability Board of Mongolia (made up of
representatives from the BOM, the Financial Regulatory
Commission, and the Ministry of Finance) adopted the Strategy
for NPS Development in August 2016, and it will be officially
launched by the BOM later in 2016.
The BOM is working with stakeholders to finalize the draft
Payment Systems Law developed under the project. Submission
of the draft is expected in the fall (slightly delayed owing to the
elections held in June).
A follow-on World Bank Programmatic TA—an FSDS Program—
includes a payment systems component that will support the
government in implementing the strategy developed under the
FIRST TA.
The strategy, legal framework, and oversight work have
enabled the BOM to revise the administration document for a
US$20 million loan from the Asian Development Bank (ADB)
(for the Payment System Modernization Project), aligning it
with the updated strategy. The ADB lending operation began
implementation in early 2016. In addition, the BOM has agreed
to a proposal from the World Bank team to establish a regular
three-party coordination mechanism between the BOM, the
ADB, and the World Bank on payment systems to ensure that
the follow-up World Bank TA for implementation of the strategy
and the implementation of the ADB project will be well aligned.

15. Consisting of representatives from the Bank of Mongolia; the Treasury Department of the Ministry of Finance; the Financial Regulatory Commission; the
Information, Communications Technology, and Post Authority; the Mongolian Securities Clearing House and Central Depository; the Mongolian Bankers
Association; the Stock Exchange; and banks.
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B. Lkhagvasuren, deputy governor of the Bank of Mongolia,
in his feedback, stated that the Bank of Mongolia was honored
to receive TA from FIRST to improve the legal framework of the
NPS of Mongolia.
Our priorities were the drafting of the NPS Act, comprehensive
enough to cover netting, finality of settlement, and many more
issues, preparing the strategy for the development of the NPS in
Mongolia, and central bank oversight capacity strengthening for
the efficient and smooth operation of the whole financial market
infrastructure. I am glad that with the help of experts from the
World Bank we have succeeded in those issues.
Moreover, the fact-finding discussions with market participants
to identify the gaps in the current system, the whole process
of development of the “NPS Development Strategy 2015–
2020” document, and capacity-building trainings were a great
experience for our staffs and payment system specialists.
I am sincerely grateful to the World Bank and FIRST for their
invaluable contribution in the development of our national
payment system.
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The staff at the BOM also shared their opinions:
•

•

•

World Bank experts from various fields such as payment
system, and legal and technical operation worked together
with us to implement various documents such as the
development strategy, NPS Act, and oversight policy
framework and organized a series of capacity-building
workshops related to international standards, principles,
oversight, and assessment methodology.
I really liked the fact-finding discussions with World Bank
experts, Financial Market Infrastructures experts, and
participants as it gave us an opportunity to hear the market
voice from different perspectives. Moreover, it was very
encouraging and inspiring to collaborate with experts who
have a high level of expertise in their respective fields.
I am confident that FIRST has greatly contributed to the
development of the financial market infrastructure of our
country by making this TA available to us.

Financial Stability
MEXICO: Strengthening Risk-Based Banking Supervision

Challenge
Mexico is a middle-income country. Since the mid-nineties,
the growth of its financial sector has significantly outpaced
that of the rest of its economy. Although it does lag regional
peers in both financial inclusion and depth, the financial sector
is expected to continue to grow at a strong pace, and thus, if
not effectively monitored, could increase risks to the country’s
financial stability.
The National Banking and Securities Commission (Comisión
Nacional Bancaria y de Valores, CNBV) recognized several
potential challenges early on and began reforming the sector
in 2006. By 2012, the latest FSAP reported that the CNBV
had significantly overhauled and improved its organization,
regulations, and prudential supervision. In addition, to alleviate
the concentration of assets in a handful of banks, the CNBV
had increased competition among financial institutions by
authorizing several new banks.
In 2013, the CNBV launched the Internal Supervisory Process
Project to review, improve, standardize, and adequately
document the supervision of Mexico’s financial institutions.
In January 2014, it published financial reforms to expand the
scope and breadth of the financial sector. The overarching
benefits of these reforms were to (i) ensure the soundness and
safety of the financial sector as a whole, (ii) extend credit to
financial institutions, (iii) increase competitiveness in the financial
sector, and (iv) promote credit through development banking.
This backdrop and the recommendation of the 2012 FSAP
showed that although the CNBV’s supervision of the banking
sector had been reasonably effective, several gaps still needed
to be addressed in order to develop a fully risk-based regulatory
system, in line with international standards.

F IRST ’s Assistance
The CNBV requested TA from FIRST and the World Bank
to provide insights into RBS processes, methodologies,
and monitoring system components. Their objective was to
strengthen the CNBV’s risk-based bank supervision approach

by putting in place an appropriate governance structure; a
mix of on-site and off-site supervision methodologies, tools,
and processes; and a set of monitoring indicators that enable
supervisors to monitor the banking system effectively and
promote stability in Mexico’s financial sector.
The project team developed guidelines to enhance the CNBV’s
risk governance framework and an action plan to improve
and standardize its supervisory process in accordance with
best international practices. In addition, the team provided
guidelines to define the scope and intensity of supervision (onsite) and surveillance (off-site) activities; as well as guidelines
to strengthen the definition, quantification, and mitigation of
individual and systemic risk factors (including internal controls,
auditing, and risk management, among others).

Results
The CNBV has achieved a number of tangible outcomes from the
TA. As a result, the CNBV has now embarked on the process of
adopting a fully risk-based supervisory approach. The success
of the project, which was in large part due to the strong buyin and commitment of the CNBV’s senior management, has
contributed to improved efficiency, consistency, and rigor in
banking supervision as the results of comprehensive efforts
such as the following:
•
•
•
•
•

•
•

Adoption of an improved risk-rating matrix and enhanced
on-site supervisory procedures
Development of a more comprehensive template for reports
on financial institutions
Development of custom software for the institutional
supervisory manual
Incorporation of streamlined risk indicators and tools to
develop early warning models
Delivery of an Anti-Money Laundering Manual that aims
to help authorities better integrate such efforts into the
standard supervisory process
Improvement of coordination between units of the CNBV
Establishment of monitoring of supervision
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NIGERIA: Strengthening Deposit Insurance Reserve Targeting

Challenge
Nigeria’s financial system is large, with assets equivalent to 51
percent of GDP at the end of 2012. Banks dominate the system,
with 79 percent of all assets. In 2008–09, the financial system
experienced a severe banking crisis, triggered in part by the
global financial crisis and in part by domestic events. Although the
decisive policy responses by authorities succeeded in restoring
financial stability, the recent declines in oil prices have taken
their toll on the economy and public finances, putting pressure
on the financial sector. With the corporate sector accounting for
80 percent of bank loans, further deterioration of the largely oilbased corporate sector could impair bank resilience.
The Nigeria Deposit Insurance Corporation (NDIC) administers
the deposit insurance scheme and supervises banks; it is the
resolution and liquidating authority. It is a wholly owned federal
agency established through the original 1988 decree, which
commenced operations in March 1989 and was reestablished
through the 2006 NDIC Act.
Insured institutions are all deposit-taking entities licensed by
the Central Bank of Nigeria (CBN), which include universal
banks (deposit money banks), microfinance banks, and primary
mortgage institutions. More than 900 institutions are members
of the NDIC, with total assets of approximately N26.2 trillion
(US$163 billion) as of December 2012. In the event of the failure
of a participating financial institution, the NDIC is responsible
for making payments up to N500,000 (US$3,100) to depositors
in universal banks and N200,000 (US$1,200) to depositors in
other deposit-taking entities, on a net basis.
Member institutions pay a fixed base rate plus a premium that
reflects the member’s prudential risk profile. When necessary
the NDIC can collect special contributions not exceeding 200
percent of an institution’s annual premium. There is no statutory
target level for the NDIC. In 2012, assets in the fund were high by
international standards but not uncommon for countries that have
a high degree of concentration in the banking sector, as Nigeria
does. However, an appropriate level could not be determined
without reviewing the NDIC’s approach and applying international
guidance on setting target fund ratios to Nigeria’s circumstances.

F IRST ’s Assistance
In 2013, the NDIC requested FIRST’s assistance in establishing
a framework for determining the funding level necessary to
provision against contingencies in member banks and other
insured deposit-taking institutions.
This followed previous assistance from FIRST in conducting
a guided self-assessment of NDIC operations using the
Core Principles for Effective Deposit Insurance set by the
International Association of Deposit Insurers. This project
40 | FIRST 2016 Annual Report

identified, among other things, the absence of a target fund
ratio for the NDIC (Core Principle 11). The subsequent 2013
FSAP also recommended the adoption of a target size for the
fund, taking into consideration its additional mandate to provide
financial assistance to facilitate bank resolution arrangements.
To this end, in this targeted small project focusing on a specific issue,
the project team reviewed the current level of the fund, assessed
the viability of certain measures to ensure the adequacy of the fund
if necessary (that is, changes in the NDIC’s investment policy, a
premium increase, or cost savings), and proposed a methodology
for estimating the adequacy of the insurance reserves.

Results
The strategic relevance and ownership of the target fund model
was evident from the NDIC’s strong institutional support for the
project at the highest level of its management. The technical
quality of the project was also very high, as it leveraged a
partnership with the United States Federal Deposit Insurance
Corporation, which is among the foremost deposit insurers in
the world. The participation of one of its subject matter experts,
together with technical leadership from the World Bank’s deposit
insurance expert, resulted in a high level of technical quality that
was valued by the client. The technical review also involved
the participation of three target fund experts, who affirmed the
methodology’s relevance and robustness.
The NDIC formally decided to adopt the proposed methodology
as its target fund ratio in February 2016. It also committed to
maintaining and updating the model, particularly given efforts to
improve the quality of financial sector data in Nigeria. To that end,
the NDIC assigned a modeling team to incorporate additional data
regarding how exogenous shocks—oil price declines, exchange
rate volatility, the phase-out of NPL purchases by the Asset
Management Corporation, and reduced liquidity from the transfer
of government deposits to a single treasury account at the CBN—
would affect results. This commitment of support will help ensure
the sustainability and relevance of the model over time.
The TA also led to discussions on the broader bank resolution
and crisis management framework and the authorities’ capacity
to supervise and close banks. An important outcome of this
work was a formal request from the governor of the CBN for
additional TA to strengthen its capacity for contingency planning
and crisis management, to complement efforts to enhance
banking supervision. This request has been incorporated into
the World Bank’s programmatic approach for financial sector
development in Nigeria and will be supported with TA, following
work to strengthen banking supervision.
Lessons learned from this activity are being applied to fundmodeling work in other countries, most recently with the Deposit
Protection Corporation in Zimbabwe.

SRI LANKA: Implementing Risk-Based Supervision (RBS) in Insurance

Challenge
The insurance sector in Sri Lanka is relatively underdeveloped
compared with that in other countries, with total insurance
premiums representing about 3.2 percent of the financial
system at the time of project inception. Although the sector has
grown strongly in recent years, it is thought that less than 10
percent of the population has any form of insurance. Moreover,
the market for insurance is highly competitive. Although foreign
insurance companies are free to enter the market, they have
had only a modest impact. Starting in 2010 there was growth
in new businesses, especially due to the introduction of new life
insurance products such as investment-linked products and a
range of retirement products.
Furthermore, the insurance sector’s contribution to the
achievement of the targets under the “Mahinda Chintana,” the
Sri Lankan national vision and strategy, is envisaged in terms of
raising the level of contractual savings to close investment and
saving gaps through the provision of life and non-life investment
products to household and institutional savers. In this regard,
the insurance industry provides a positive stimulus to economic
growth and enhances the overall efficiency of the financial
system by reducing transaction costs, creating liquidity, and
facilitating economies of scale in investment. Starting January
1, 2011, reinsurance claims and commissions were exempted
from value added tax, thus providing further stimulus to the
growth of the insurance sector. The expansion of the insurance
sector at the rapid rate of over 30 percent in 2011 underscored
the need to strengthen the capital base of insurance companies,
improve the supervisory capacity of the Insurance Board of Sri
Lanka (IBSL), and transform its rules-based supervisory system
to a risk-based supervisory model.
The IBSL is the insurance sector regulator and supervisor. In
2009, it took initial steps to transform its rules-based supervisory
system to a risk-based supervisory system. This transformation
was thought to be vital in order to accurately assess the varying
risk profiles of insurers and also to be in line with international
best practices and the emerging standards of the International
Association of Insurance Supervisors. FIRST had previously
supported this transformation by delivering TA to develop a
framework for a risk-based capital (RBC) regime.

F IRST ’s Assistance
In 2013, the IBSL requested FIRST TA to strengthen the
supervisory function of the IBSL through the implementation
of an RBS framework and to enhance the IBSL’s supervisory
capacity in the areas of reinsurance, reinsurers, loss adjusters,
investments, and investment-linked products. As a follow-up to
the earlier FIRST-financed RBC project, this assistance aimed to
develop and implement an RBC regime for the insurance sector

in Sri Lanka. Along with implementing an RBC requirement, the
IBSL wished to move to a risk-based supervisory approach in
line with international best practices and standards.
Implementation of such a framework requires the development
of RBS materials and an enhancement in the skill sets of the
IBSL staff. They needed to build expertise and capacity in each
of the key risk management areas (credit, including related
company risks; market; liability; reinsurance; and operational
risks), and to develop supervisory materials including regulations
and manuals for supervising insurance companies through a
risk-based approach. One of the objectives of this project was
to complete the final draft of the RBC rules through a pilot.
Furthermore, the IBSL had recently been conferred an additional
regulatory mandate to cover the supervision of reinsurers
and loss adjusters and to review reinsurance contracts, and
it needed capacity building in these areas. As well, the IBSL
had recently granted permission to insurance companies to
make investments outside Sri Lanka, which widened the range
of investments acceptable as admissible assets and refined
the definition of investments, necessitating greater technical
capability in investment appraisal and monitoring by the IBSL
and the issuance of amended guidelines on investment-linked
products.

Results
Final rules for the minimum RBC regime were delivered to the
IBSL, which approved them in March 2014. The proposed RBC
requirements underwent an extensive road test before their
adoption. The test allowed insurance companies to identify
and take corrective actions, develop internal risk management
frameworks, and raise additional capital, if required. Furthermore,
the test allowed the IBSL to amend any requirements where
necessary based on the outcome of the test, and to fine-tune
the final rules before approval.
The final rules now require insurance companies to manage
their risks more effectively and cause these companies to put
in higher-quality capital, calibrated in line with the risks they
take. This will enhance the soundness and safety of insurance
companies through better management and through adequate
and appropriate capitalization. At the end of the project, 75
percent of registered insurance companies complied with the
minimum RBC requirement.
This work resulted in a draft RBS Framework and Supervision
Manual, which was submitted to the ISBL for approval. Training
on the framework and the manual was also provided.
Implementation of an RBS framework by the IBSL will help it to
accurately assess the varying impacts and risk profiles of insurers
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and to supervise them accordingly. Applying a supervisory
system that is more sensitive to the risks incurred by insurance
companies enables the IBSL to protect policyholders’ interests
more effectively and efficiently.
The team provided training to IBSL staff on risk evaluation and
on the new chapters of the Supervision Manual, as well as on
reinsurance contracts and on regulating pure reinsurers and
reinsurance programs. The activity also resulted in a proposed
Board Paper on the registration of pure reinsurers, along with
proposed amendments to the Regulation of Insurance Industry
Act, a Board Paper on RBS of reinsurance programs, and a
Board Paper on registering loss adjusters, as well as proposed
terms and conditions for reinsurance programs and industry
guidance, and related chapters to be added to the Supervision
Manual. After several reviews, the loss adjusters’ paper has
been submitted to the ISBL Board for approval, and the others
have been accepted by the senior management of the IBSL
with a view to Board submission in the near term.
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The TA helped the IBSL to produce (i) a proposed Board Paper
on the supervision of insurers’ investments with proposed rule
changes and a relevant addition to the Supervision Manual, and
(ii) a proposed Board Paper on the regulation of linked long-term
products with a relevant addition to the Supervision Manual, as
well as guidelines for supervising such products. Training was
also provided to ISBL staff on investments and linked products
and on the effective application of the manual. IBSL staff also
benefited from TA for two risk-based on-site inspections of
insurance companies.
Following the completion of this TA, with effect from the first
quarter of 2014, all insurers have been required to submit two
sets of financial returns (in accordance with both the rulesbased and the RBC regimes). As of 2016, the RBC framework
has become fully effective and replaced the previous solvency
margin requirements.

KYRGYZ REPUBLIC: Banking Supervision (IMF Feature)
A long-term expert in bank supervision began a one-year
assignment in Bishkek in January 2016, with financing from
FIRST. The 2013 FSAP for the Kyrgyz Republic had found
progress but also continued weaknesses in the banking
supervisory function. Among the areas identified for improvement
were training supervisory staff, enhancing the legal framework,
and implementing an RBS process. Some supervisory tools had
been developed, including supervisory manuals and memoranda
of understanding with foreign supervisors, and there was a need
to institutionalize their consistent application. The National Bank
of the Kyrgyz Republic (NBKR) had developed an action plan to
implement the numerous recommendations in the FSAP report
for improving banking supervision.

Main Elements of the Program
The long-term expert is assisting the authorities in strengthening
capacity in bank regulation and supervision, with a particular
focus on risk-based and consolidated supervision, as part of a
joint IMF–World Bank advisory program. The primary focus has
been on four efforts:
•

•

Assisting in the development and execution of a high-level
strategic plan for risk-based and consolidated supervision,
as the key objective
Providing support in developing a revised regulatory
framework in line with international standards to support
risk-based and consolidated supervision

•
•

Assisting in the strengthening of prudential guidelines and
operational framework
Training new staff and enhancing the skills of existing staff
in banking supervision policies and risk-based supervisory
practices

Outcomes
The project is expected to have the following results:
•

•

•

•

Full implementation of the new RBS methodology, including
more efficient allocation of limited staff resources in order
to improve the overall effectiveness of banking supervision
Improved human resource management, including skills
training in a wide range of areas, and enhanced capacity for
attracting and retaining competent supervisory personnel
New or revised NBKR resolutions, guidelines, and regulations
to implement FSAP recommendations and the Banking Law
once it is adopted, revisions to prudential regulations, and
upgraded off-site surveillance reports
Development and implementation of macroprudential policy
instruments based on the most successful and relevant
international best practices

This work is in progress, and financing has tentatively been
identified to extend the long-term expert’s tenure by two years.
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Clients’ Testimonials
Banking
The advisory assistance was very useful since a deposit guarantee is a new concept in Nepal.
– Dr. Dandapani Paudel, General Manager, Deposit and Credit Guarantee Corporation, Nepal
____
We were pleased with the TA as a whole, and we found most useful the discussion with experts and the
final product, which is a proposed draft of a banking and central bank law, which is done professionally and
consistently with other legislation with regard to best practices and international standards in force.
The TA also highlighted the need for the next steps to be taken in relation to the implementation of a specific
deposit guarantee scheme.
– Nadia Gamha, General Manager, Banking Supervision Department, Central Bank of Tunisia, Tunisia
____
The international experience and seniority of FIRST consultants proved to be extremely useful in the assessment
and improvement of the tools developed under the scope of the project. They provided us insight in the following:
(1) main technical issues, (2) the scope and nature of RBS, (3) implementation challenges that include not only
supervisory topics but also institutional requirements to support a major change in the CNBV’s supervisory
approach, and (4) general recommendations for implementation and quality assessments, among others.
– José Loyola, General Director for International Affairs, National Banking and Securities Commission, Mexico

Secured Transactions

Macroprudential/Safety Net

It was very useful to receive this assistance with the
drafting of new legislation and reviewing of existing
laws providing guidance and recommendations for
repeals/amendments where relevant.

We appreciate the TA in the application of stress
testing. It was also important to know the strengths
of the deposit insurance fund.

– Christophe Edmond, First Deputy Governor, Central
Bank of Seychelles, Seychelles
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– Cesar Augusto Avendaño, Manager, Technical
Department, Fondo de Garantías de Entidades
Cooperativas, Colombia

Payment Systems
We found the legal framework and recommended law amendments, and the recommendations regarding the
management of retail payment systems very useful. We also value the best practices regarding the clearing and
settlement process, collateral and risk arrangement, and oversight of the retail payment systems and card network.
– Amr Ahmad, Overseer in the Payments Systems Department, Central Bank of Jordan, Jordan
____
The BDL received, as part of this TA project, the Aide Memoire, the Oversight Policy Framework (May 2015), and
the Oversight Function–Road Map Implementation document that was submitted in December 2014. [All the]
documents were prepared based on our request and needs. The BDL also got TA in preparing the disclosure and
self-assessment for the high-value electronic payment system in Lebanon that is known as BDL-RTGS. Moreover,
in the capacity-building part of the project, the World Bank consultants and experts provided the BDL team, the
Capital Market Authority, and MIDCLEAR (CSD) employees with detailed information about the PFMI and training on
performing the self-assessment. During this workshop there were a lot of questions raised by the participants, and
the World Bank team replied professionally to all the queries.
All the received deliverables and training were useful for our institution and will surely help in developing further
our payment systems according to the International standards and best practices.
– Ramzy Hamadeh, Head of the Payment Systems Department, Banque du Liban, Lebanon

Pensions
As a result of the new strategic and planning process, the project team has made important decisions about
the best strategies [for facing] the most relevant risks identified in our national system of pensions; for instance
we have decided to develop a new risk assessment methodology, based on good practices for management
governance, investments, market conduct, operational risk, and IT.
– Patricia Abarca Rodríguez, Supervisory Director of Individual Capitalization Regimes,
Superintendencia de Pensiones de Costa Rica, Costa Rica
____
The actuarial study to calculate the cost of the disability and survivorship insurance for the private pension
system was the most useful deliverable. The work gave us valuable information to evaluate the feasibility of shortand medium-term regulatory proposals.
– Oscar Gonzalo Martinez Amaya, Deputy Director, Financial Regulation Agency
(Unidad de Proyección Normativa y Estudios de Regulación Financiera), Ministry of Finance, Colombia
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V. Appendixes
APPENDIX A – SOURCES AND USES OF FUNDS

Donor Contributions
All contributions received are converted into U.S. dollars at the
time of receipt. As of June 30, 2016, a total of US$85.2 million
was pledged in trust fund (TF) agreements for Phase III, of which
about US$76.7 million had been paid until fiscal 2016.

Table A1: P ledged Donor Contributions for P hase III
DONOR

CATALYTIC

PROGRAMMATIC

LIC
($ MILLION)

MIC
($ MILLION)

LIC
($ MILLION)

BMZ (Germany)

4.1

4.1

–

DFID (UK)

4.0

–

Luxembourg

1.4

3.0

Netherlands

9.7

SECO (Switzerland)

8.1

Total contributions

27.3

20.4

MIC
($ MILLION)

TOTAL
AMOUNT
($ MILLION)

SHARE
(%)

–

8.2

9.6

12.3

–

16.3

19.1

–

1.1

5.5

6.5

1.9

13.1

3.8

28.5

33.4

11.4

–

7.3

26.8

31.4

25.4

12.2

85.2

100.0

Note: All figures are rounded to one decimal point.

Use of Funds
Table 8 summarizes projections for funding and project
allocation as of June 30, 2016. The numbers reflect current
contributions, based on the signed agreements and projections
for disbursements through the end of Phase III.
Of the total fund balance available for the Bank’s project allocation
(US$61.4 million), US$43.1 million has been committed, under
both the Catalytic and the Programmatic windows.
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A total of US$18.7 million is estimated to be transferred to
the Project Management Unit (PMU) and will cover the costs
through the end of calendar year 2020. Estimated transfers to
the IMF for Phase III projects total US$12.4 million.

Table A2: Funding and Project Allocation Projections as of June 30, 2016
PROJECTION

CATALYTIC
WINDOW

PROGRAMMATIC
WINDOW

LIC
MIC
LIC
MIC
TOTAL
($ MILLION) ($ MILLION) ($ MILLION) ($ MILLION) ($ MILLION)
27.3

20.4

25.4

12.2

85.2

Administration fees

1.0

0.7

0.5

0.2

2.4

Balance from Phase II projects

7.2

3.3

–

–

10.5

Current contributionsa
b

Total funds for Phase III

33.4

23.1

24.9

11.9

93.3

c

PMU

6.7

4.6

5.0

2.4

18.7

IMF

d,e

3.9

3.0

3.7

1.8

12.4

M&E

0.3

0.2

0.2

0.1

0.8

Total

10.9

7.8

8.9

4.3

31.9

Budget for Bank project allocation (net of administration
fee, IMF share, PMU, and M&E reserve)

22.5

15.3

15.9

7.6

61.4

Project allocation across windows (%)

37%

25%

26%

12%

100%

Bank projects approved as of June 30, 2016

15.6

12.3

10.2

5.1

43.1

6.9

3.0

5.7

2.6

18.2

f

Budget available for Bank approvals as of June 30,
2016g

Note: PMU = Project Management Unit, M&E = Monitoring and Evaluation.
a. Amounts converted to U.S. dollars based on average exchange rates from recent months. Contributions include only signed agreements.
b. Administration Fee: A 2 percent fee structure was established under the Programmatic Window from inception. This 2 percent fee also became applicable to the
Catalytic Window contributions as of November 2014, when all donors finalized their agreement to revised terms. Prior to November 2014, contributions received in the
Catalytic Window were subject to a 5 percent fee.
c. Reserve for PMU cost through calendar year 2020. Includes both Knowledge Management and M&E staff.
d. Includes US$0.25 million transferred to the IMF for Phase III under the old Framework Administered Account (FAA) instrument.
e. IMF usage details are presented in table A4.
f. One percent of contributions ($0.8 million) reserved for M&E.
g. Excludes LIC and MIC projects in the pipeline. Formulated on the basis of approvals as of June 30, 2016.

In fiscal 2016, a total of US$9.8 million was disbursed
against projects, with the highest share in the Africa Region,
representing 48 percent of the total disbursements, followed by
Latin America and the Caribbean (14 percent) and the Middle
East and North Africa (11 percent).
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Table A3: P hase III Project Disbursements for F Y16 by Region
WORLD BANK REGION

CUMULATIVE DISBURSEMENT ($ MILLION)

Africa

4.8

East Asia and Pacific

0.9

Europe and Central Asia

0.6

Latin America and the Caribbean

1.4

Middle East and North Africa

1.1

South Asia

1.0

Global

0.1

Total

9.8

Note: All figures are rounded up to one decimal point.

Table A4: Financial Summary Details on IMF Funds and Usage, P hase III, SFA Only, F Y16
FUNDS AND USAGE

CATALYTIC

PROGRAMMATIC

TOTAL

LIC

MIC

LIC

MIC

3.8

2.8

3.7

1.8

Rollover from Phase II to Phase III (FAA to SFA)

n.a.

0.7

0.5

n.a.

1.2

Total funding for Phase III

3.8

3.5

4.2

1.8

13.4

Funds transferred to the IMFb

3.3

3.2

3.9

1.7

12.1

Approved IMF projects

1.7

1.0

1.7

–

4.4

Total project expenses

0.5

0.4

0.3

–

1.1

Balance that can be committed based on total funding

2.1

2.5

2.5

1.8

9.0

Donor contributions based on current signed agreements

a

12.2

Note: In fiscal 2015, the IMF transferred management of FIRST resources into a subaccount under the Selected Fund Activities (SFA) Framework Account. Upon the
transfer, the prior FAA instrument was terminated. All figures in this appendix are rounded off up to one decimal point.
a. Does not include a contribution of US$0.25 million made to Phase III under the old technical assistance framework (FAA), which was terminated on April 30, 2015.
b. Includes the transfer from Phase II to Phase III of US$1.2 million and does not include a contribution of US$0.25 million made to Phase III under the old (FAA)
instrument.

FIRST’s administrative arrangements provide that the
International Bank for Reconstruction and Development
disburses to the IMF subaccount 15 percent of paid-in
contributions for IMF-executed activities, net of administration
fees. Transfers of US$3.8 million were made in fiscal 2016. The
IMF has committed US$4.4 million to Phase III projects and
disbursed US$1.1 million.
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APPENDIX B – FIRST INTERVENTIONS IN FY16

Table B1: Approach to Financial Sector Goals in F Y16 Approved Projects, Catalytic Window
REGION COUNTRY
AFR

TECHNICAL ASSISTANCE

• Developing the Affordable Housing Finance Strategic Road Map
Inclusion
• Assessing long-term funding and developing new funding instruments
• Reviewing and improving regional and/or national legal and regulatory frameworks
related to registering mortgages
• Supporting the establishment of a Mortgage Asset Registry

Guinea
(C015)

• Modernizing the legal and regulatory framework for the microfinance sector, and
Inclusion
strengthening supervisory capacity
• Supporting the government’s Microfinance Fund to operationalize and restructure
the microfinance institutions loan portfolio
• Supporting the government in implementing the national financial inclusion
strategy, including the M&E framework to monitor progress and gender equality in
access to finance

Maya Declaration

Côte d'Ivoire
(C019)

• Developing options for restructuring state-owned banks and the financial
cooperative network
• Developing an M&E framework for tracking financial inclusion progress, including
gender equality
• Strengthening consumer protection
• Piloting the agent banking model

Inclusion,
Stability

Democratic
Republic of Congo
(B030)

• Developing a medium-term supervisory action plan and identifying needs for new
regulations and supervisory approaches
• Supporting the drafting of regulations, policies, and medium-term action plans on
implementing (i) the new supervisory agency’s governance and decision-making
processes, (ii) off- and on-site supervision, and (iii) supervisory intervention and
enforcement
• Preparing key draft insurance regulations in support of the new insurance code
• Providing training to help build the capacity of supervisors at the Autorité de
Régulation et de Contrôle des Assurances

Depth

Ghana
(C020)

• Developing a financial inclusion strategy and action plan, including addressing
gender equality
• Conducting needs assessment on Islamic finance
• Strengthening the SME Credit Guarantee Fund

Inclusion

Ghana
(C021)

• Strengthening bank regulation and supervision
• Promoting a well-regulated microfinance sector
• Building capacity for consumer protection

Stability

Nigeria
(B019)

• Developing a retail payment strategy
• Assessing and updating the remittance strategy and road map
• Developing a strategy and road map to enhance the efficiency of government
payments
• Improving the legal and regulatory framework that governs financial market
infrastructure and retail payments, including mobile payment services and
remittances
• Strengthening oversight of the national payment systems

Inclusion,
Efficiency

Republic of Congo
(B045)

• Delivering a comprehensive FSDS involving a prioritized, time-bound sequence of
actions and road maps for implementation

Crosscutting

Indonesia
(C007)

• Advising on the project implementation process for implementing the new
generation of the BI-RTGS and the BI-SSSS
• Advising on technical issues

Efficiency

Lao People’s
Democratic
Republic
(B026)

• Updating the on-site and off-site supervision manual, including RBS elements
• Assisting with developing procedures and reporting tools for off-site supervision
and banks’ inspection planning
• Conducting hands-on training and capacity building through close interaction
with banking supervision staff and informal seminars and training events
• Improving the CAMELS framework
• Implementing risk-based institutional profiles

Stability

Maya Declaration
and UFA target
country

Maya Declaration

Maya Declaration
and UFA target
country

EAP

GOAL

WAEMU countries
(B051)

a
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REGION COUNTRY

TECHNICAL ASSISTANCE

ECA

Tajikistan
(D001)

• Improving financial stability by developing a revised emergency liquidity assistance Stability
framework, a financial stability report, and procedures for an Interagency Financial
Stability Committee
• Conducting risk management and stress testing
• Reviewing NPLs to develop a technical note on tax treatment of NPLs and draft
regulations for assessing bank action plans
• Drafting a bank resolution to develop internal regulations on bank resolution and a
model contingency plan

LAC

El Salvador
(B058)

• Developing an NPS Action Plan
• Guiding the self-assessment of the RTGS system against the PFMI, including the
cash leg of securities transactions and links with retail payments
• Strengthening the oversight policy and regulations
• Drafting a payment systems law
• Drafting regulations on remittances

Inclusion,
Efficiency

Honduras
(C022)

• Establishing a framework to deal with seized assets
• Building the capacity of the Oficina Administradora de Bienes Incautados (OABI;
Administrative Office of Seized Assets) to implement the framework and to
effectively manage seized assets
• Improving the OABI’s asset management expertise

Stability

Organization of
Eastern Caribbean
States (B052)

• Conducting a diagnostic and preparing a strategy and action plan
• Developing the mechanism to support implementation

Depth

Paraguay
(C002)

• Drafting regulations and incentives for the establishment of the Agriculture
Commodity Exchange
• Developing a strategy and road map from cash markets to derivative markets for
the Agriculture Commodity Exchange
• Drafting a regulatory rulebook to govern the operations of the Agriculture
Commodities Exchange

Inclusion

Maya Declaration

Maya Declaration

GOAL

MNA

Algeria
(D004)

•
•
•
•

Introducing a liquidity monitoring exercise
Strengthening the bank's autonomous factor forecasts
Benchmarking the open-market operations
Adapting the use of the bank's instruments to changing liquidity circumstances

Stability

SAR

Bangladesh
(B061)

• Providing a diagnostic assessment of the existing regulatory and supervisory
framework for Islamic banks
• Providing technical support and advice for (i) designing a time-bound action plan
to implement an improved framework for the regulation and supervision of Islamic
banks; (ii) enhancing the legal and regulatory framework; and (iii) developing a
supervisory framework for Islamic banks
• Providing initial capacity building to implement (i) proper supervisory evaluation
of the unique risks facing Islamic banks and (ii) global sound practices on
conducting effective prudential oversight

Stability

India
(C008)

• Developing a coverage expansion strategy to expand pensions to informal
workers
• Enhancing regulations related to investment, governance, and payouts
• Strengthening supervisory capacity and tools

Inclusion

• Developing an enabling legal and regulatory framework for nonbank service
providers in mobile payments
• Providing technical advice on the interoperable mobile money solutions
• Developing the outreach and communications strategy
• Strengthening oversight capacity

Inclusion,
Efficiency

UFA target country
Maldives
(C001)

a. The West African Economic and Monetary Union (WAEMU) member countries are Benin, Burkina Faso, Côte d’Ivoire, Guinea-Bissau, Mali, Niger, Senegal, and Togo.
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Table B2: Approach to Financial Sector Goals in F Y16 Approved Programs, Programmatic Window
REGION

COUNTRY

TECHNICAL ASSISTANCE

GOAL

AFR

Lesotho
(P9)

• Developing a strengthened legal, regulatory, and supervisory framework for
microfinance institutions and savings and credit cooperative organizations
• Developing the legal framework for mobile money and agency banking
• Developing the legal framework for consumer protection
• Revamping the government’s partial credit guarantee schemes
• Expected impact:
• Increased percentage of adults with a transaction account by 15 percentage
points to 65 percent in 2021
• Increased percentage of SME loans supported by the Partial Credit Guarantee by
10 percentage points in 2021

Inclusion

Mozambique (P13)

• Pension: Developing comprehensive oversight of private pensions, managing
public sector scheme assets, expanding pension coverage
• Oversight of the insurance sector: Building capacity of insurance supervisory
staff in RBS, updating the supervisory manual, enhancing the reporting system,
reviewing inspection procedures
• Fixed-income investment vehicles: Drafting second generation of government
bond market reforms (building on the current FIRST program), expanding the
nongovernment bond market, expanding the investor base for government and
nongovernment bonds, and improving price dissemination and secondary markets for
government and nongovernment bonds

Depth

Uganda
(P17)

•
•
•
•

Supporting identification of systemic risk
Strengthening financial sector safety nets
Strengthening oversight and expanding coverage of pensions
Strengthening regulation and supervision of the insurance sector

Stability

India
(P10)

•
•
•
•

Developing financing solutions for start-up and early-stage MSMEs
Developing financing solutions for service sector MSMEs
Developing financing solutions for manufacturing MSMEs
Expected impact: increased access to finance for over 15,000 MSMEs by 2021

Inclusion

Nepal
(P12)

• Reviewing and drafting advice on regulations
• Providing risk management and supervision guidelines, and off-site supervision
manual
• Providing updated licensing criteria
• Providing guidance on ladder of enforcement
• Supporting the roll-out of on-site RBS supervision

SAR

Stability
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APPENDIX C – PROJECTS APPROVED IN PHASE III (FY13–FY16)
FISCAL
YEAR

REGION COUNTRY

PROJECT
#

PROJECT NAME

COMMITMENTS
($ MILLION)

2016

AFR

Congo,
Democratic
Republic of

B030

Insurance Regulation and Supervision Framework

391,675

2016

AFR

Congo,
Republic of

B045

Financial Sector Development Strategy

397,224

2016

AFR

Côte d'Ivoire

C019

Promote Financial Inclusion and Preserve Financial
Stability

487,275

2016

AFR

Ghana

C020

Financial Inclusion

402,824

2016

AFR

Ghana

C021

Financial Sector Supervision Strengthening and
Consumer Protection

489,359

2016

AFR

Guinea

C015

Strengthening Microfinance and Financial Inclusion

491,046

2016

AFR

Lesotho

P9

Financial Inclusion

1,497,889

2016

AFR

Mozambique

P13

Improving the Enabling Environment for Long-Term
Finance

1,714,328

2016

AFR

Nigeria

B019

Payment Systems Development

329,811

2016

AFR

Uganda

P17

Strengthening Financial Stability

1,575,276

2016

AFR

Western
Africa

B051

Expanding Access to Affordable Housing Finance

489,321

2016

EAP

Indonesia

C007

Payments Systems Upgrade Implementation

112,478

2016

EAP

Lao People’s
Democratic
Republic

B026

Strengthen Banking Supervision (IMF)

320,300

2016

ECA

Tajikistan

D001

Strengthening Financial Stability and Supervision
Frameworks

495,220

2016

LAC

Caribbean

B052

Diversifying the Financial System (MIC)

129,779

2016

LAC

Caribbean

B052

Diversifying the Financial System (LIC)

259,557

2016

LAC

El Salvador

B058

Payment System Development

166,892

2016

LAC

Honduras

C022

Asset Management Capacity Building

122,771

2016

LAC

Paraguay

C002

Agriculture Commodity Exchange Development

208,606

2016

MNA

Algeria

D004

Liquidity Management Advisor to the Governor of the
Bank of Algeria (IMF)

517,504

2016

SAR

Bangladesh

B061

Regulatory and Supervisory Framework for Islamic
Banking

386,558

2016

SAR

India

P10

SIDBI MSME Finance

2016

SAR

India

C008

Pension Coverage and Supervision

404,270

2016

SAR

Maldives

C001

Enabling a Non-Bank Mobile Money Solution

496,314

2016

SAR

Nepal

P12

Strengthening Banking Supervision (IMF)

2015

AFR

Angola

B032

Financial Sector Development Strategy (FSDS)

389,065

2015

AFR

Comoros

B018

Financial Sector Development and Implementation
Plan (FSDIP)

360,910

2015

AFR

Ethiopia

A069

Developing and Structuring MTPL Insurance

2015

AFR

Ethiopia

P7

Promoting Inclusive Insurance

2015

AFR

Kenya

A068

Strengthening and Deepening of Capital Markets

52 | FIRST 2016 Annual Report

1,716,965

1,689,882

397,912
1,870,083
473,554

FISCAL
YEAR

REGION COUNTRY

PROJECT
#

PROJECT NAME

COMMITMENTS
($ MILLION)

2015

AFR

Lesotho

B062

Insurance and Pensions

369,614

2015

AFR

Madagascar

B054

Strengthening Microfinance Supervision

370,860

2015

AFR

Malawi

B063

Warehouse Receipts Financing

239,034

2015

AFR

Mozambique

B042

Crisis Simulation

261,460

2015

AFR

Nigeria

A045

Strengthening Deposit Insurance Reserve Targeting

179,140

2015

AFR

Regional

B023

CIMA: Improving Insurance Regulation and Supervision

382,261

2015

AFR

São Tomé and B008
Príncipe

Financial Sector Development and Implementation
Plan

355,476

2015

AFR

Senegal

B036

Warehouse Receipts Financing

250,721

2015

AFR

Sudan

B031

Credit Information and Collateral Registry

417,656

2015

AFR

Sudan

A071

Financial Stability (IMF)

454,908

2015

AFR

Zimbabwe

B035

Bank Resolution and Crisis Management
Strengthening

452,035

2015

EAP

Mongolia

A065

Payment Systems Strategy and Oversight Framework

287,928

2015

EAP

Myanmar

B037

Strengthening Central Bank of Myanmar Financial
Management (IMF)

376,020

2015

EAP

Papua New
Guinea

B020

Financial Sector Development Strategy (FSDS)

378,950

2015

ECA

Albania

B005

Strengthening Government Bond Market and Related
Public Debt Management

370,436

2015

ECA

Kyrgyz
Republic

B060

Strengthening Banking Supervision (IMF)

462,067

2015

ECA

Turkey

B006

Pension Supervision, Regulation, and Development

367,803

2015

LAC

Colombia

A051

Strengthening Supervision of Conglomerates

198,586

2015

LAC

El Salvador

B039

Bond Market Development

215,025

2015

LAC

Guatemala

P5

Developing Diversified and Responsible Finance for
Micro, Small, and Medium-sized Enterprises (MSMEs)

2015

LAC

Guyana

B048

Supervisory Capacity Building and Consumer
Protection

2015

LAC

Haiti

P11

Increasing Access to Responsible Financial Services

2015

LAC

Paraguay

B016

Strengthening Financial Stability Framework

109,763

2015

MNA

Lebanon

B017

Strengthening Insurance Sector Regulation and
Supervision

391,849

2015

MNA

Morocco

P3

Development of Local Capital Markets and SME
Finance

2,025,672

2015

MNA

West Bank
and Gaza

B046

Capital Market Development Phase III

179,913

2015

MNA

West Bank
and Gaza

B049

Strengthening Insurance Supervision

297,374

2015

SAR

India

B057

Financial Stability Data Management (IMF)

466,103

2015

SAR

Nepal

B043

Bank Resolution Capacity Building

123,322

2014

AFR

Ethiopia

A038

Payment Systems Oversight Framework and A Retail
Payments Strategy

316,009

1,322,113
477,988
1,562,912
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FISCAL
YEAR

REGION COUNTRY

PROJECT
#

PROJECT NAME

2014

AFR

Liberia

A052

Financial Sector Development Implementation Plan

393,455

2014

AFR

Liberia

A048

Development of a Liquidity Forecasting Framework
(IMF)

102,400

2014

AFR

Mauritius

A028

Strengthening Insurance Sector Regulation and
Supervision

331,145

2014

AFR

Mozambique

A041

Debt Markets Development

409,395

2014

AFR

Namibia

A004

Developing Central Securities Depository and
Enhancing Payment Systems Oversight

375,425

2014

AFR

Rwanda

P1

Strengthening Financial Stability – Part 1

84,139

2014

AFR

Rwanda

P1

Strengthening Financial Stability – Part 2

1,995,707

2014

AFR

Seychelles

A026

Secured Transactions and Collateral Registry

300,264

2014

AFR

Seychelles

A027

Financial Sector Development Strategy

336,408

2014

AFR

South Sudan

A015

Strengthening Accounting and Auditing Legal
Framework

124,823

2014

AFR

Swaziland

B003

Financial Sector Development Implementation Plan

287,488

2014

AFR

Uganda

A063

Motor Third-Party Liability Insurance

353,839

2014

EAP

Indonesia

A058

Constructing Robust Mortgage Markets

421,880

2014

EAP

Indonesia

A059

Developing Housing Microfinance

174,115

2014

EAP

Philippines

A019

Crisis Preparedness Framework II

280,027

2014

EAP

Vietnam

B001

Government and Corporate Bond Market
Development

488,879

2014

ECA

Albania

B004

Pension Supervision and Coverage Expansion

262,962

2014

ECA

Albania

B007

Insurance Market Reform

423,270

2014

ECA

Kazakhstan

A057

Catastrophe Insurance

499,971

2014

ECA

Serbia

A013

Strengthening Mortgage Insurance

292,658

2014

ECA

Ukraine

A025

Improving Sustainability and Capacity of Ukraine
Deposit Guarantee Fund

409,530

2014

LAC

Colombia

A006

Improving Access to Housing Finance for Low-Income
and Informally Employed Segments

244,220

2014

LAC

Colombia

A056

Strengthening Self-Regulatory Organizations (SROs)
Framework

124,208

2014

LAC

Colombia

A066

Strengthening Deposit Insurance for Cooperatives

118,156

2014

LAC

Colombia

A064

Pensions Reform

338,725

2014

LAC

Costa Rica

A010

Systemic Risk Framework Analysis

123,322

2014

LAC

Costa Rica

A030

Risk-Based Supervision for Pensions

296,236

2014

LAC

Mexico

A067

Strengthening Bank Supervision

283,276

2014

LAC

Nicaragua

A037

Strengthening Supervision of Microfinance

200,910

2014

LAC

Paraguay

A036

Development of National Strategy for Financial
Inclusion (NSFI)

323,840

2014

MNA

Djibouti

A034

Modernization of Payments Systems and Credit
Reporting Systems

249,420

2014

MNA

Djibouti

A047

Operationalization of MSME Credit Guarantee Fund

245,565
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COMMITMENTS
($ MILLION)

FISCAL
YEAR

REGION COUNTRY

PROJECT
#

PROJECT NAME

COMMITMENTS
($ MILLION)

2014

MNA

Jordan

A020

Payment Systems Reforms

223,707

2014

MNA

Lebanon

A031

Capital Markets Regulation and Development

475,365

2014

MNA

Lebanon

A012

Development of a National Payment Systems Strategy

183,317

2014

MNA

MNA Region

A007

Strengthening Insurance Supervision in the MENA
Region

407,793

2014

MNA

Morocco

A032

Oversight and Regulation of Nonbank Payment
Service Providers

199,663

2014

MNA

Morocco

A061

Capital Market Development and Regulation

360,324

2014

MNA

Morocco

A062

Supervision of Financial Conglomerates and Crisis
Simulation

305,595

2014

MNA

Tunisia

A033

Restructuring MTPL Insurance

328,358

2014

MNA

Tunisia

A053

Banking Laws Modernization and Crisis Preparedness

107,659

2014

MNA

Yemen,
Republic of

A017

Improving Financial Infrastructure

325,752

2014

MNA

Yemen,
Republic of

A049

Improving Bank Supervision

202,955

2014

SAR

Bhutan

A060

Financial Sector Development Implementation Plan

347,058

2014

SAR

Pakistan

A021

Strengthening Insurance Regulation and Supervision

331,958

2013

AFR

Sierra Leone

A005

Banking Supervision and Financial Stability (IMF)

334,132

2013

AFR

Swaziland

A014

Strengthening the Supervision of Insurance and
Pension Funds (IMF)

169,734

2013

MNA

Tunisia

A001

Tunisia Establishment of an Asset Management
Company

113,538

2013

MNA

Tunisia

A002

State-Owned Banks Restructuring

232,073

2013

SAR

Sri Lanka

A003

Implementation of Risk-Based Supervision

386,243

Note: FY13 was a transition year in which Phases II and III overlapped. Phase II project applications ended in December 2012, whereas approvals in the World Bank’s
system continued through early 2013. Phase III started in January 2013, with the first project activated in the system in February 2013. FY13 data are presented
accordingly. FIRST projects from Phase I and Phase II can be found on the website.
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APPENDIX D – APPLYING FOR FIRST FUNDING, SECTORS AND AREAS FOR
FIRST FUNDING

FIRST is a multidonor facility that finances World Bank– and
IMF-delivered short- and medium-term TA to promote sounder
and more inclusive financial systems in low- and middleincome countries in all regions. FIRST uses the World Bank
Group’s classification of low- and middle-income countries.16
Low-income countries are those defined as eligible to receive
low- or no-interest loans and grants from the International
Development Association. Middle-income countries are those
defined as eligible to receive loans from the International Bank
for Reconstruction and Development.
FIRST TA supports the broader development agenda of a
country, including to promote inclusive growth and help alleviate
poverty, and to promote greater financial stability.

16. http://data.worldbank.org/about/country-and-lending-groups#Low_income.
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FIRST operates through two windows:
1. Catalytic: FIRST funds small-scale projects (with an average
size of US$250,000), implemented over 6 to 24 months, to tackle
targeted, short-term needs, on the basis of country demand.
2. Programmatic: FIRST funds larger programmatic TA
engagements aiming at long-term targets for longer-term reforms
in effective prudential supervision in banking and insurance,
financial inclusion, and market development. Programs average
US$2 million in size, with an average implementation period of
three years. These programs provide funding across multiple
projects connected through a well-structured, typically multiyear
reform program.

Areas eligible for funding

Areas excluded from funding

•
•
•
•
•
•
•

•

•
•
•

•
•

Banking
Capital Markets
Insurance
Pensions
Leasing and Factoring
Microfinance
Financial and Information Infrastructures (Accounting and
Auditing, Collateral Registries, Credit Reporting, Payment,
Settlement and Remittance Systems)
Housing Finance
Business Conduct (Corporate Governance, Consumer
Protection)
Macroprudential (Financial Stability Framework, Liquidity
Management, Monetary and Exchange Rate Policies,
Systemic Assessment Framework, Crisis Preparedness,
Bank Resolution, Deposit Insurance)
Financial Sector Development Strategy
Agricultural Finance

Eligible beneficiaries

•

•
•

TA cannot be provided for the purpose of strengthening
single private or public sector entities, with the exception of
financial regulators.
FIRST cannot provide “core funding,” the sole or primary
source of funding of a start-up or an up and running
organization.
FIRST does not fund stand-alone training that is not part of
a broader implementation-related project.
FIRST does not provide information technology advice,
software, or hardware.

FIRST is supported by five donors that are involved in financial
sector development around the world: the Department for
International Development of the United Kingdom (DFID), the
Ministry of Foreign Affairs of the Netherlands, the State Secretariat
for Economic Affairs of Switzerland (SECO), Germany’s Federal
Ministry of Economic Cooperation and Development (BMZ),
and the Ministry of Finance of Luxembourg. FIRST works in
close collaboration with the World Bank, where it is housed,
and with the IMF.

Eligible beneficiaries are government agencies, regulatory
bodies, policy makers, and—under limited circumstances—
quasi-public institutions such as self-regulatory organizations
and industry associations.

How to apply

FIRST gives preference to projects with the following characteristics:

As a first step, an applicant sends an inquiry (available online)
with a brief project description. FIRST reviews the inquiry to
determine whether the proposal is generally eligible for funding.
If deemed eligible, FIRST assists the recipient in developing and
submitting a project proposal.

•
•
•
•
•

Demonstrate client ownership and are demand driven
Likely to achieve the stated project objectives and successful
implementation
Show strong elements of additionality (the absence of
overlap and conflict with other sources of funding)
Catalytic; that is, show a capacity to lead to further financial
sector strengthening
Short- to medium-term (6–24 months)

FIRST encourages country authorities to apply for funding
through the FIRST website, www.firstinitative.org.

Main themes of assistance
•

Financial sector reform strategy and policy advice (in
particular, financial sector development plans following an
FSAP17)
• Advisory services to strengthen legal, regulatory, and
supervisory frameworks
• Financial sector market and product development
• Institutional and capacity building

17. An FSAP is a joint program of the IMF and the World Bank that identifies financial system vulnerabilities and develops appropriate policy responses for participating
countries.
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FIRST DONORS AND PARTNERS
Department for International Development of the United Kingdom
www.dfid.gov.uk

German Federal Ministry of Economic Cooperation and Development
www.bmz.de

International Monetary Fund
www.imf.org

Ministry of Finance of the Grand Duchy of Luxembourg
www.gouvernement.lu

Ministry of Foreign Affairs of The Netherlands
www.minbuza.nl

State Secretariat for Economic Affairs of Switzerland
www.seco.admin.ch

The World Bank
www.worldbank.org

FIRST PROGRAM MANAGEMENT UNIT
Consolate Rusagara
Senior Program Manager

Marlon Rolston Rawlins
Project Officer

Subita Gurbani
Knowledge Management Officer

Pramita Moni Sengupta
Senior Project Officer

Sarah Zekri
Project Officer

Padmashree Sidarth
Operations Analyst

Emiko Todoroki
Senior Project Officer

Renske Van der Kooi
Project Officer

Baaqia S. Holloway
Program Assistant

Tim L. De Vaan
Project Officer

Hanh Thi Bich Le
Senior Monitoring & Evaluation Specialist
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FINANCIAL SECTOR REFORM AND STRENGTHENING INITIATIVE
www.firstinitiative.org

FIRST Initiative
1818 H Street, N.W.
MSN I 9-904
Washington, DC 20433
United States
Tel: 1 (202) 473-2765
Fax: 1 (202) 473-0876

