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Public use of financial sector data — the policy
making process

* Tinancial sector data are at the core of the financial system
oversight: micro/macro prudential regulation, supervision, deposit
insurance, systemic risk assessment

* Comprehensive, consistent and granular data are essential for:
* Analysis and research in support of policy

* Maintaining adequate capacity for monitoring and decisive policy
action if such need arises

www.bankofcanada.ca


Moderador
Notas de la presentación
In crisis time, the collected data can reduce uncertainty, and provide concrete information for crisis management planning and actions
Assessing policy change impact to allow proper policy adjustments as the case may be.

The need to share financial sector data:

-- These roles are fulfilled by separate agencies, therefore, the data collection that support their distinct mandates will tend to be fragmented in the absence of data sharing 

-- This fragmentation would most likely result in incomplete and inconsistent data on the financial system, negatively affecting the policy making process; this view was shared by the IMF in their latest Financial Sector Assessment Program (FSAP) report for Canada where this aspect was highlighted as a concern regarding policy makers’ ability to adequately monitor and analyse system-wide risks

-- Data needs vs. data uses:  data needs, as defined by the variables to be reported, can be very similar across agencies, however, data uses are, in most cases, different – consistent with their distinct roles and objectives

-- Areas of overlap in data collection and use cannot be, realistically speaking, fully eliminated, for a variety of reasons; in such cases, data sharing can significantly improve data quality and consistency across collecting/disseminating agencies
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The need to share financial sector data

Efficient use of public resources

* Collecting, processing and validating data is resource intensive and time
consuming

* Need adequate systems as well as the human resources with the
appropriate background and expertise

* Public institutions are accountable for the efficient use of public
resources

Managing industry reporting burden

* Reporting data is a costly activity for respondents who often need to
build and maintain reporting systems that are distinct from the
accounting ones

* Volume, level of granularity and pace of change — have all increased
significantly over the past decade and especially following the recent
financial crisis

www.bankofcanada.ca
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Challenges to inter-institutional data sharing:
sensitive granular data

* Increasing demand for granular data — important for policy
analysis and monitoring

* The collection of granular data puts the burden on authorities
collecting the information and, more specifically, on statistical
compilers

— In order to classify information and compile aggregates and
distribution measures as required for different purposes, primarily,
micro/macro-prudential policy, monetary policy and statistical
purposes

* The collection of granular data allows users to be flexible and meet
various current and potential future analytical and statistical needs

www.bankofcanada.ca


Moderador
Notas de la presentación
Ease somewhat the respondents’ burden associated with compiling aggregates – saving them resources 
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Challenges to inter-institutional data sharing:
individual Financial Institution (FI) data

* Confidentiality

—  Collecting data from individual FI’s is accompanied by a commitment,
often legislated, to safeguard data confidentiality

*  Legal and ethical reasons

*  Public trust and the ability to rely on the industry’s cooperation to
continue data collection

*  Reputational risk for collecting agencies as well as policy makers
using the data

www.bankofcanada.ca
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Foundations of effective inter-institutional data
sharing

* Close cooperation and coordination among relevant authorities:
regulators, supervisors, central banks, statistical agencies

* Adequate governance of data collection and sharing

—  Consistent with the legal framework, ensures confidentiality of data
is safeguarded

—  Provides the framework for collaboration, prioritization of data
requirements

—  Provides a clear process for accessing/using and sharing financial
sector data

—  Allows the implementation of data collection and sharing systems
that meet evolving data demands/functional requirements

www.bankofcanada.ca
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The international perspective: a globalfinancial
system

e  Global financial crisis

—  Highlighted interconnectedness of the financial system — domestically
and internationally

—  Data gaps 1dentified and renewed focus on data sharing
* Better data sharing

—  Early warning signals

. Can provide more comprehensive, consistent and timely information on exposures,
vulnerabilities and build up of risk

—  Improved capacity to coordinate and respond etfectively in a crisis
situation

www.bankofcanada.ca
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The international perspective: international
cooperation

e Data sharing at the international level 1s inherently more
challenging than at the national level where the legal frameworks
are defined

* International organizations can assist in enhancing data sharing

—  Across countries: by facilitating data flows to the extent possible for
data sets national agencies report to international organizations (e.g.,

IBS)

—  Within national borders: by fostering cooperation and dialogue, and
creating support by highlighting the benefits of data sharing

* Providing guirdance on ‘how to’ by publishing best practices and
guiding principles for effective data sharing and by leveraging the
knowledge and experience gained in many countries

www.bankofcanada.ca
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The international perspective: international
cooperation (cont.)

e Irving Fisher Committee Task Force on Data Sharing, “Data
Sharing: issues and good practices” published in December 2014

* The report focuses on the sharing of bank data between
supervisors and central bank statisticians at the national level to
support better policy making

* The good practices it outlines have wide applicability, and can be
used as guidance to improve data sharing more broadly (e.g., with
national statistical agencies, other supervisory authorities and
ministries) as well as at the international level

10
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Notas de la presentación
The Irving Fisher Committee on Central Bank Statistics is a forum of central bank economists and statisticians to facilitate discussions on statistical issues of interest to central banks. The IFC is established and governed by the international central banking community and operates under the auspices of the Bank for International Settlements (BIS). 
IFC is also associated with the International Statistical Institute (ISI). 

In 2013, IFC set up a Task Force to analyse data sharing between statistical organisations at the national and international level, a topic considered of broad interest in all regions of the world.

The TF has spelled out the benefits of data-sharing between bank supervisors and central bank (statistical) departments: 
-- policy decisions could be based on more consistent and comprehensive information
-- it would support better analysis as data would not be kept in silos

.. as well as the various factors that may inhibit data sharing:
-- legal and confidentiality constraints, which may not be as tight as is readily assumed in some countries but may pose serious challenges in others
-- organisational and cultural aspects as well as methodological differences between the different datasets


http://www.bis.org/ifc/events/7ifc-tf-report-datasharing.pdf
http://www.bis.org/ifc/events/7ifc-tf-report-datasharing.pdf
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IFC report on data sharing — practical guidance

* Good practices intended to serve all countries and organisations
in the concerted effort to improve data sharing and cooperation,
irrespective of existing arrangements:

1. Appropriate communication with stakeholders and proper
institutional endorsement

2. Clear legal basis to support data sharing
3. Fully fledged cooperation at all levels of decision

4. Collect common data using joint methodological and technical
standards

5. Sound measures to protect confidentiality

6. Formal governance and cooperation arrangements

11
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Notas de la presentación
Establish appropriate communication with stakeholders and seek proper institutional endorsement:
Dialogue on the benefits of data-sharing on the basis of a catalogue of existing data collections and their possible uses
Establishing a single governance body with an overview of both statistical and supervisory data has a positive impact in sharing information with full knowledge of the facts
Clear legal basis to support data sharing: 
A lack of an explicit legal framework can lead to asymmetrical information, which can have serious negative effects in crisis situations, and ad hoc treatment of users with different tasks
The optimal solution is a long-term one that should be pursued by seeking high-level institutional support for a clear legal foundation. If the existing legal framework does not allow for data-sharing for institutions’ statutory tasks, the removal of all obstacles to statistical use and cross-checking of data should be sought.
Fully fledged cooperation at all levels of decision:
Very important that cooperation and dialogue among all parties involved be fostered, including within the same organisation, across agencies or with reporting agents, in order to achieve synergies and aim at common goals to facilitate data-sharing
Cooperation may help reduce reporting burdens and decrease information asymmetry
Collect common data using joint methodological and technical standards:
Collecting granular data which can meet all user needs is important in promoting the benefits of sharing while avoiding some of the impediments  
This is facilitated by consistency of concepts, classification, methods and reporting standards 
Statisticians can and should assist in data and data quality management
Sound measures to protect confidentiality:
When data are shared, they need to be protected, and key to this are secure IT infrastructures, confidentiality agreements and procedures for granting and monitoring access rights
Confidential data could also be transformed in different ways (e.g., anonymisation) before being shared, although this may be a costly and not very effective solution 
Formal governance and cooperation arrangements:
Formal arrangements which set out common rules should be in place, such as MOUs or similar governance documents
Such a document could detail the type of data and the terms of the agreement, the benefits of the agreement and use of data, the basis for cooperation or data-sharing, any relevant information on governance and form of cooperation, IT-related aspects on the use of common data standards and protection measures
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IFC report on data sharing — practical guidance (cont.)

*  Recognition of significant challenges on moving forward on the data
sharing agenda, given the multi-faceted aspects as well as very different
starting points across countries and organizations

*  The IFC report argues for:

— A more proactive and stronger approach to raising awareness of the
benefits of data sharing in the public spheres, with all stakeholders actively
engaged in this process

— A need to create a new culture of cooperation and data sharing; particularly
in countries where data and cooperation business models are in their
infancy

— A top-down approach is often more effective, as the experience from some
countries suggests; therefore enlisting political support at the highest levels
can significantly facilitate the speed of implementation and scope of data
sharing arrangements

12
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Notas de la presentación
There are many positive experiences in countries around the world (some examples in the report, such as UK, Canada, France, Germany, Italy) where significant progress has already been made, although there still remains much room for improvement. These experiences can provide useful information on challenges and potential solutions.
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The Canadian example: the policy framework
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The Canadian example: legal framework for data
collection, use and sharing

* In the Canadian policy making context, financial stability 1s a
responsibility shared by:

— the Office of the Superintendent of Financial Institutions (OSFI) —
micro prudential regulation and supervision

— the Bank of Canada — system wide perspective
— the Canada Deposit Insurance Corporation (CDIC) — deposit insurance

— the Department of Finance — micro/macro prudential regulation and the
overall responsibility for financial stability

* In addition, Statistics Canada 1s responsible for collecting, compiling,
analysing, and publishing statistical information relating to the
financial, economic and general activities and conditions of the people

of Canada

14
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Notas de la presentación
The legal setting under which each agency has the right to collect, use and share the financial data required to fulfill its specific mandate is defined through a set of laws:
-- Office of the Superintendent of Financial Institutions Act, 1985: Established the Office of the Superintendent of Financial Institutions Canada as the office responsible for regulating and supervising banks
-- Canada Deposit Insurance Corporation Act, 1967: Established the Canada Deposit Insurance Corporation to protect depositors and promote stability of the Canadian financial system
-- Bank of Canada Act, 1934: Established the Bank of Canada to regulate credit and currency in the best interests of the economy

In addition, Statistics Canada has the right to collect and use financial sector data through the Statistics Act, 1985, which gives Statistics Canada broad authority to collect, compile, analyse, abstract and publish statistical information relating to the commercial, industrial, financial, social, economic and general activities and conditions of the people of Canada
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The Canadian example: FRFI data collection

* The financial stability ‘partnership’ is closely mirrored by the
integrated approach for the collection of financial data from
federally regulated financial institutions (FRFI) — banks, insurance
companies, pension funds

* Although each agency has a distinct mandate, regulators
acknowledge that the overall design and function of the financial
system 1s best served by close coordination and cooperation

— 'The Financial Institutions Supervisory Committee (FISC) 1s a legislated
forum for information sharing within Canada’s network of financial
regulation and supervision

— 'The Financial Information Committee (FIC), created under the
auspices of FISC, deals with collecting and sharing financial data

— 'The vehicle for data collection is a shared system, the Regulatory
Reporting System (RRS)

15
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Notas de la presentación
FISC’s role/mandate: to address the issues and challenges facing the financial sector, and to refine regulatory requirements that promote sound practices and procedures to manage risk
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The Canadian example: FIC and FRFI data collection

* The Financial Information Committee (FIC) — members: OSFI,
Bank of Canada, CDIC, Department of Finance;
observer: Statistics Canada

* FIC mandate: ensure that the ongoing financial information
requirements of all member agencies are met in a coordinated
manner

— assess & coordinate ongoing financial information requirements
—  main venue for cooperation & prioritization of reporting requirements

—  Intermediate discussions with respondent banks - ensure adequate balance
between meeting policy data needs and reporting burden

—  Considers requests for sharing FIC data outside FIC; such as Statistics
Canada

16
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The Canadian example: the vehicle for FRFI data collection and sharing

Shared collection system, the Regulatory Reporting System (RRS)   – participants: Bank of Canada, OSFI and CDIC
-- Advanced, secure solution for the collection, validation and storage of FRFI data (banks, insurance companies, pension funds)
-- Provides an efficient and secure way to share the data among the 3 RRS participants
-- Adequate capacity and flexibility to accommodate the increasingly granular, complex (multi-dimensional) and large data reporting requirements
-- Could serve as an efficient and secure tool for sharing data, in cases where the legal framework permits, with non-participant agencies, such as the Department of Finance and Statistics Canada
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The Canadian example: data sharing beyond
FIC and FRFI data

* Given its broad, system wide perspective on financial stability, the
Bank of Canada has data needs that extend beyond the federally
regulated financial institutions

* Risk assessment covers FI’s that are regulated at the provincial
level or unregulated

—  credit unions & non-depository FI’s
* Bank of Canada must rely on alternative data sources

—  Statistics Canada or provincial regulators

17
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The Canadian example: challenges of data
sharing beyond FIC and FRFI data

* 'The sharing of data on these important segments of the financial
sector 1s significantly more challenging

o Statistics Act limits Statistics Canada’s ability to share data it does
not disseminate publicly

* The Bank and Statistics Canada are engaged in consultations to
find alternative arrangements that would allow data sharing

18
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StatCan request under FIC consideration 
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Conclusion

* The recent financial crisis has further highlighted how important it is
for policy makers to have timely access to comprehensive, consistent
and granular data — which 1n turn, depends to a large extent, on
effective arrangements for data sharing among agencies collecting
financial sector data and policy makers

* Data sharing is inherently a challenging exercise:

—  Defined by legal frameworks and confidentiality aspects that often act as
constraints

—  Requires a high degree of coordination and cooperation
—  Initial set up may require significant support at highest-decision making levels and
may be costly
* However, the many benefits of data sharing are increasingly
acknowledged and a more concerted effort 1s emerging at both
national and international levels

19
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Questions?
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