8" ASEAN CENTRAL BANK GOVERNORS’ MEETING
Phnom Penh, Cambodia, 29" March 2012

(to be delivered by Troika Governors at the 16" AFMM on 30" March 2012)

Thank you Chair,

Honourable ASEAN Finance Ministers,

Honourable Central Bank Governors,

Distinguished Delegates, Ladies and Gentlemen,

1.

We, the ASEAN Central Bank Governors’ Troika (Indonesia,
Cambodia and Brunei Darussalam), would like to share the results
of the 8" ASEAN Central Bank Governors Meeting, which was held

and concluded yesterday.

Four main areas were discussed in the meeting, namely, (1): Global
and regional economic development and challenges for central
banks after the global financial crisis; (2): Implementation of the
ASEAN Financial Integration Framework (AFIF); (3): Publication of
the summary report entitled “The Road to ASEAN Financial
Integration”; and (4): Progress of the ASEAN+3 finance

cooperation.

Now, on behalf of the ASEAN Central Bank Governors, let me

briefly elaborate on each of these four important areas:

Global and Regional Economic Development and Challenges

for Central Banks after the Global Financial Crisis



I1.

Governors noted the IMF's views that global economic prospects
have improved in 2012. After a sharp slowdown at the end of 2011,
there is growing evidence that global activity is set to strengthen in
the second half of 2012, as financial conditions eased after
policymakers averted an imminent crisis in the Euro area.
Nevertheless, large downside risks can stem from any less-than-
steadfast resolution of the debt crisis in the Euro area and higher

energy prices from increased geopolitical risks.

Governors also took note that economic growth in Asia is expected
to gain momentum over the course of 2012. Domestic demand has
generally remained strong, supported by low unemployment, high
capacity utilization, and robust credit growth, thus buffering the
impact of the weakening external demand. In the first months of
2012, leading indicators of activity strengthened, while inflation
expectations have also picked up. As capital inflows have
rebounded, increased vigilance on their potential volatility is

therefore critical.

Governors recognized the difficult task faced by Asian policymakers
in pursuing economic rebalancing and strengthening domestic
sources of growth. At the same time, policy normalization may be
needed to address any potential overheating pressures. Governors
acknowledged that the balance of risks and the need for switching

gears differ from country to country.

ASEAN Monetary and Financial Integration

Governors appreciated the substantial progress made by the ASEAN

Senior Level Committee on Financial Integration (SLC) since its

2



establishment in April last year. In particular, the SLC has mapped
out an implementation plan for the key milestones and timelines
under the ASEAN Financial Integration Framework (AFIF).

To further advance regional integration of the banking sector, the
Governors supported the establishment of the Taskforce on ASEAN
Banking Integration Framework (TF-ABIF) by the SLC. The
Taskforce has already started work by taking stock of members’
current state with respect to necessary preconditions for a smooth

banking integration process in ASEAN.

Governors welcomed the progress in the implementation of the
work plans of the Working Committees on Capital Market
Development, Capital Account Liberalization, Financial Services
Liberalization, and Payment and Settlement Systems. Highlights of
these progress include: the development of a study to streamline
and improve cooperation frameworks across various regional
capital market initiatives such as the ASEAN Capital Market Forum;
development of a capital account liberalization framework, which
will guide the member countries’ process of capital account
liberalization including the drafting of timelines and milestones
consistent with national agendas; the launch of the Sixth Round of
negotiations on financial services liberalization under the ASEAN
Framework Agreement on Services; and the finalization of action
plans with due consideration of alignment with other working
committees to ensure the smooth implementation of milestones
and timelines for the harmonization of ASEAN payment and

settlement system.



10.

III.

11.

IV.

12.

13.

Governors acknowledged the importance of the SLC’s
establishment of the Steering Committee on Capacity Building
Initiatives (SCCB), which is co-chaired by the Asian Development
Bank and the SEACEN Research and Training Centre. Demand for
and supply of capacity building have been identified by the Working
Committees/Taskforce and coordinated by the SCCB to support
ASEAN financial integration.

Publication of Summary Report: “"The Road to ASEAN

Financial Integration”

Governors endorsed the publication of the report entitled “The
Road to ASEAN Financial Integration”, which provides a concise
assessment of the financial landscape and propose a process
towards greater financial integration in ASEAN in support of the

goals of the ASEAN Economic Community.

ASEAN+3 Finance Cooperation

Governors took note of the progress under the ASEAN+3 finance
cooperation process, particularly the enhancement of the Chiang
Mai Initiative Multilateralization and the strengthening of the
ASEAN+3 Macroeconomic Research Office’s institutional and

surveillance capacities.

Governors also look forward to participating for the first time in the

ASEAN+3 Finance Ministers’ Meeting in Manila in May this year.
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