IOSCO and ICGN make calls for G-20 action 
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Two international organisations — the International Organisation of Securities Commissions (IOSCO) and the International Corporate Governance Network (ICGN) — have made appeals to the G-20 forum ahead of its weekend summit. The focus of the G-20 meetings is to discuss ways of preventing financial crises and drawing up a new global economic roadmap.
IOSCO said in an open letter to the G-20 forum it was the best vehicle to use to close some of the regulatory gaps that have emerged as a result of the financial crisis. 

"It has become evident that regulatory gaps, particularly those posed by certain unregulated or under-regulated parts of the global market will need to be closed and IOSCO is the appropriate vehicle to achieve this," the letter said. 

"It is also increasingly clear that, while financial regulatory structures remain national, consistent global solutions are desired by many."

IOSCO is calling for the implementation of its Principles (the Objectives and Principles of Securities Regulation) in every country and for the strengthening of cross-border enforcement cooperation through its Multilateral Memorandum of Understanding (MMoU) in every jurisdiction. 

IOSCO has said it was intending to build on its existing principles and that it is working on closing regulatory gaps highlighted by the crisis. 

Its current work includes international financial reporting standards and the accountability of the standard setter to the community of national authorities responsible for reporting by public companies. 

IOSCO said in its letter that it was strongly supporting accounting standards that afford investors transparency, maintain market integrity, facilitate capital formation and are consistent with financial stability. It said it was supporting the International Financial Reporting Standards (IFRS) as developed by the International Accounting Standard Board (IASB). 

It also includes building investor confidence through the strengthening of cross-border enforcement cooperation and addressing concerns around short-selling. 

IOSCO said it was planning to begin work with the Technical Committee to update its report on Transparency of Short Sales. The update will look into whether recent regulatory responses to short-selling were effective and whether to establish principles regarding short-sales. It will look into reducing manipulative short-selling without stifling legitimate short-selling activity. 

Another area IOSCO is working on is transparency in the market and disclosure with respect to all financial products. 

IOSCO has also suggested that regulators globally use its code of conduct to oversee and inspect rating agencies.


ICGN calls for better governance 
IOSCO is not the only body making a statement ahead of the G-20 meeting. ICGN said in its statement on the global financial crisis that it was calling on world leaders to include strengthened corporate governance as part of a package of measures aimed at restoring confidence in the markets. 

ICGN has highlighted a number of issues on which it seeks to actively engage a debate. These include the strengthening of shareholders’ rights. ICGN said shareholders should be able to appoint or dismiss boards and operate in a framework giving them the ability to exercise their rights in an informed way. ICGN is also calling for a strengthening of companies’ boards, making sure that they have the right skill sets to oversee complex businesses. 

Fair and transparent markets is another issue that ICGN is working on. The organisation says transparency is preferable to restrictions on the use of particular techniques, including short-selling. ICGN said it did not believe that short-selling should be artificially restricted and that it was a legitimate investment tool. 

The organisation also said that there should not be any political interference in setting accounting standards. "The fair value approach has been blamed for encouraging pro-cyclicality," the statement said. 

"Investors generally support fair value that delivers a picture of what is actually happening. There are some challenges to address, but abandoning this approach would damage confidence in financial reporting. It is important to recognise that there is a difference between fair value used for reporting and fair value used to measure the need for regulatory capital Accounting standards also need to be clearer about when off-balance sheet business should be reported."

Anne Simpson, ICGN executive director said ICGN favoured reporting on a yearly rather than quarterly basis. "We don’t like quarterly forecast as it puts short-term pressure on companies and favour a form of reporting that allows companies to keep a steady hand on their strategy. 

ICGN said its members should play a greater role when it came to remuneration and should incentivise directors of companies to deliver medium and long-term results and not encourage the payment of rewards for failure. 

The organisation said there should be more competition among rating agencies, but also that investors should not be overly reliant on credit ratings.

