TWINNING OPENING CEREMONY 

Title of Twinning project: "STRENGTHENING THE REGULATORY AND SUPERVISORY CAPACITY OF THE FINANCIAL REGULATORS"

Opening remarks by Mr Clive Rumbold, Acting Head of Delegation

· Your Excellency Deputy Prime-Minister Lukšić, Madam ambassador, representatives of beneficiary institutions, ladies and gentlemen

· it is my pleasure to attend the Opening Ceremony of the Twinning Project of “Strengthening the Regulatory and Supervisory Capacity of the Financial Regulators” and to greet you all on behalf of the Delegation of the European Union in Podgorica. 

· First of all, I would like to thank the organisers for inviting me today to this important event. This project signifies efforts of EC to help Montenegro build a sound and efficient financial system and thereby improve the smooth functioning of the market economy.
· This is a historic twinning project, because it is the first twinning project in the enlargement context to be led by Bulgaria. Bulgarian is in a good position to share the lessons it learn on its own path to the EU.  It is not the first twinning for out Dutch partners, who have long experience in the financial sector.
· Financial markets are crucial to the functioning of modern economies. The more integrated they are, the more efficient the allocation of capital and long-run economic performance will be.

· Completing the single market in financial services is thus a crucial part of the European Commission's overriding objective of achieving more and better jobs in a more dynamic, innovative and attractive Europe.

· Having an overarching strategy in financial services and financial markets ensures coherence and consistency between policy areas such as banking, insurance, securities and investment funds, financial markets infrastructure, retail financial services and payment systems.
· From 1999 to 2005, this overarching policy was delivered in the framework of the Financial Services Action Plan (FSAP), and the Commission continues to regularly monitor progress made in implementing the FSAP. 

· In December 2005, the Commission published the White Paper on Financial Services 2005-2010, which sets out the Commission's objectives in financial services policy for the period to 2010.

· These European policies aim at ensuring efficient financial markets infrastructure (such as well-functioning cross-border clearing and settlement processes), at promoting proper supervision of financial conglomerates and at preventing corporate and financial malpractice.

· When financial crisis started in 2008, the Commission put forward legislative proposals to significantly strengthen the supervision of the financial sector in Europe.

· The overall objective of this Twinning Project is to create conditions for long term economic stability and growth by strengthening the regulatory and supervisory framework of the capital and financial markets in Montenegro.

· The project aims to improve the institutional and regulatory capacities of the financial sector regulators to supervise financial market and institutions in line with the EU acquis.

· The Montenegrin financial system is undergoing a significant transformation, with major increase in the volume of transactions – for example the total credit tripled in a couple of years - the emergence of new financial products, and the establishment of new institutions.

· While the increased depth and sophistication of the financial sector is a positive development, this must be accompanied by the strengthening of the regulatory framework, in order to ensure stability. 

· Strengthening a financial market and enhancing financial stability and harmonisation within the European financial market environment requires regulatory and legal measures that also include preventing criminal behaviour, damaging the reputation of market participants, the financial markets themselves and the country's economy as a whole.
· The fight against money laundering and organised crime is one of the concerns of the EU when it comes to examining Montenegro’s respect of the SAA and therefore the speed with which it can progress towards EU membership.

· Three institutions in charge of the supervision of the financial system are the Central Bank, the Securities and Exchange Commission and the Insurance Supervisory Agency. 

· The process of EU accession is a major challenge for the Montenegrin supervisors. Future EU membership of the country, and as a consequence ESCB (European System of Central Banks) membership requires that the Central Bank of Montenegro identifies and reduces the existing deficiencies, including lack of specific knowledge and skills for new operations, and existing regulations not fully aligned with the acquis communautaire.
· The 2006 IMF/World Bank Financial Sector Assessment Programme (FSAP) and subsequent EU expert missions concluded that the Central Bank of Montenegro had adopted a number of relevant international standards.

· However, it also identified the need to develop capacity in the area of consolidated supervision and effective interaction with banking sector regulators in other countries.

· In addition, further efforts must be invested in improving the internal audit systems in the supervised banks.

· The Securities and Exchange Commission, in turn, will need assistance in dealing with challenges of a rapidly developing and very lively stock market, and in educating consumers to understand market risks and make informed decisions on their investments - so the regulatory and supervisory skills of its staff need to be upgraded. 
· The Insurance Supervision Agency is a new institution, whose staff will thus require continued education and training, manuals for supervision procedures, introduction to new EU concepts and assistance in bringing Montenegrin laws and regulations in line with EU law and best practice.
· Montenegrin financial regulators have received limited and rather fragmented donor support for institution building in the field of financial sector regulation and supervision.

· On the EU side, we have harmonised regulation in this area over the last years in such a way that same rules are implemented by the different supervisors.

· Capacity building and training activities in the future need to be common to the staff of the supervisors involved and/or staff members and executives responsible for internal audit and compliance in the supervised entities.
· The Project will provide support to improve the functioning of the financial authorities in the areas of Central Bank of Montenegro capacity, banking supervision operations, Securities and Exchange Commission and Insurance Supervision Agency operations and combating money laundering and financial crime

· To conclude, Montenegro's financial regulators are doing a vital job in fostering a well-functioning market economy, and this project is an important step into the right direction for enhancing these institutions. 

· I wish you much success in this important work.

· Thank you.
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