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Supervisors and
regulators play a key role
in financial stability by
removing barriers,
enabling financial
inclusion and protecting
consumers.
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CAPACITY BUILDING PROGRAM TOPICS

Since inception in 1998, Toronto Centre has trained more than 12,000 mid- and- senior/executive-
level officials from over 190 countries and territories. In 2018, delivered 78 programs.

Financial Stability Effective Governance Financial Inclusion

Crisis preparedness and Leadership Market conduct / Consumer protection
simulations Corporate governance Inclusive insurance
Risk-based supervision Supervisory oversight Microfinance
Deposit insurance AML-CFT Digital financial inclusion
Conglomerate supervision Islamic Finance (risk Fintech and technology risk
Securities supervision management/corporate governance) supervision
Macroprudential surveillance Anti-corruption Payments systems
FSAP prep or follow up
Cross border and cross-sectoral
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nin preparing for battle | have always found that pla
are useless, byplanningis indispensable.

- Dwight Eisenhower
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CRISIS SIMULATION PROGRAMS lé,

| NATIONAL AND | BANKING, PENSIONS, || FOUNDATIONAL OR | PART OF PRACTICA
REGIONAL INSURANCE SECURITIES  CUSTOMIZED INTERACTIVE

PROGRAMS SIMULATIONS TRAINING
NATIONAL/REGIONAL

To date, Toronto Centre has run
Toronto Centre began

running crisis Over 120

simulation programs o _
crisis simulation programs
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CRISIS SIMULATION DURING A REAL CRISIS

TORONTOCENTRE

Welcome Participants!

Toronto Centre - Crisis Preparedness Program
Oct 6 - 10, 2008

OCTOBER 6™, 2008
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OVERVIEW OF OUR SIMULATIONS

RESOLUTIO _
AUTHORITY INFORMATION INCLUDED:

Financial market & institutional

MEDIA structure

Legal and regulatory framework

CENTRAL

BANK Evolving balance sheets &

payment system reports

SUPERVISOR

CROSS-BORDER Financial & economic indicators

AUTHORITIES

Media reports

DEPOSIT MINISTRY OH
INSURER FINANCE

Resolution plans & valuations

X TORONTOCENTRE
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RELEVANCE TO DEPOSIT INSURERS

International Association
of Deposit Insurers

AThe deposit insurer should participate in crisis simulation
exercises aimed at preparing for a systeiae crisis.
Such exercises should be pl

- IADI, May 2019 Guidance Paper

Testing contingency planning within DI is necessary, but not sufficient If there is no robust
coordination with other actors.

Crisis simulations: excellent way to test readiness of FSN participants, but follow-up
action planning on lessons learnt is critical.

X TORONTOCENTRE
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FEATURES OF SIMULATIONS

I Rapidly evolving: | Information challenges | Require timely decision
AiNewsod and media feeds Information overload-d i st i ngui sh fisignaking: avoiding
from the Anoi seo - :
analysis paralysis!

Balance sheets i tracking solvency,

regulatory ratios Making decisions with incomplete

information
Payments system i tracking liquidity
and collateral
Financial market reports T financial
conditions, contagion
| Place a high premium on | Role players in the control | De-brief meetings draw
coordination among room keep the simulation on lessons learnt
participants and timely track and add dynamic
communication with media features

and public

X TORONTOCENTRE
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SIMULATIONS AS PART OF TRAINING

| Cover critical features | Focus on the role of central
of crisis response banks and supervisors/
resolution authorities

l Designed to reinforce TC
training on crisis
management tools:

Central bank facilities

| Inclusion of deposit
insurance fund features

Supervisory response to | Evolved to include failures of
failing institutions other sectors

Bank restructuring and . . . e

resolution (Simulations initially focused on

banking failures)
Communications in times

of crisis

X TORONTOCENTRE
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CUSTOMIZATION: COUNBRECIFIC

Simulation designed to

reflect institutional, legal and banks/financial firms

crisis management
frameworks and financial
market structures in individual

countries

Developed in collaboration
with a team from the national
authorities

Institutions modelled on local Shocks are tallored to

reflect national sources of
systemic risk

Role of deposit insurance agency

reflects national context which
may include resolution powers;
adequacy of funding of DI is often
an issue in the simulations;

Examples: Canada, Colombia, Indonesia, Malaysia.

X TORONTOCENTRE
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CUSTOMIZATIOREGIONWIDE/CROSBORDER

Region-wide simulations multiply the number of agencies that need to be

coordinated; and, to communicate effectively to achieve an effective crisis response

Region-wide crisis Issues:
management simulations have Coordination of central bank responses in handling group liquidity
become increasingly Important problems and regional financial market contagion

Home/host supervisory coordination on failing institutions

Integration of regional financial markets Design and application of resolution strategies i single versus multiple
and institutions point of entry

Growth of cross border financial
conglomerates

Risks of financial market contagion

X TORONTOCENTRE
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RECENT COMPREHENSIVE RE®DNE:
NORDIEBALTIC CRISIS SIMULATION

KEY TAKEAWAYS:

Early 2019 Toronto Centre
conducted for the Nordic-Baltic
countries probably one of the 31 authorities
largest and most comprehensive about 300 Coordination on crisis response:
cross border crisis simulations among agencies in each jurisdictions
ever held. persons and across borders;

participated over
2 days e

Exercise involved liquidity
problems and failures of
financial groups with operations -
across the N-B region Home/host responsibilities for ELA

Financial stability implications of using bail-in tool,

Design and use of instruments in
crisis response, e.g.

Responding to regional contagion in financial markets

X TORONTOCENTRE
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ONE OF THE LARGEST CRBORDER CRISIS SIMULATION

EXERCISES EVER HELD

Overview of
participating
authorities

NCB - National Central Bank
NCA - National Competent Authority
NRA - National Resolution Authority

MOF - Ministry of Finance

14 © Copyright Toronto Centre 2019. All rights reserved.

ICE NCB

ICE NCA

ICE MOF
NO NCB
NO NCA

CONTROL
ROOM

TCRoleplayers EE NCB
DK NCB ECB/SSM EE NCA + NRA
DK NCA + NRA (IMF) SRS
DK NRA {
DK MOIBFA LV NCB
LV MOF

LT NCB + NCA + NRA

EU Commission LT MOF

Single Resolution Board ‘
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CLOSING THOUGHTS: PRACTICAL INSIGHT

Simulations are an excellent tool as part of the Toronto Centre crisis management training.

Customized simulations are more costly to prepare but with significant benefits in stress testing national and
regional crisis preparedness frameworks and provide tremendous learning opportunities.

In view of the evolving nature of financial institutions and financial markets, and financial crisis tools,
more attention will need to be given to region-wide crisis simulations.

Going forward, what we are |l earning is that while the Anewo cr
Recovery and Resolution Directive) are well developed, there is still much to learn through simulations
about its implementation.

The engagement of the deposit insurer in the simulations will depend on the country specific mandate, and they will
clearly need to be more fully involved the wider the mandate. At the minimum, communications with the DI and the

coordination of communications with the public on bank failures, deposit coverage and depositor payouts should be tested
as part of the simulations.
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fNever let a good crisis go to waste.

- Winston Churchill

WE LOOK FORWARD TO ONGOING COLLABORATION
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