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INTERNATIONAL COUNCIL OF SECURITIES ASSOCIATIONS

Communiqué of the 16th Annual General Meeting, 2003 Rome, Italy

The International Council of Securities Associations (ICSA) met on April 6-8,
2003, in Rome, Italy to discuss, initiate and endorse actions affecting their respective
capital markets and securities industries, with the goal of promoting and encouraging
harmonization in the procedures and regulation of international securities markets and
promoting the mutual understanding and exchange of information among ICSA mem-
bers. ICSA is composed of fifteen members who represent and/or regulate the securities
industry in eleven jurisdictions as well as globally. The markets represented by ICSA
members collectively account for the overwhelming majority of the world's equity, bond
and derivatives markets.

ICSA members approved and adopted a new constitution during their 16™ Annual
General Meeting. The adoption of the new constitution reaffirms ICSA’s commitment to
aid and encourage the sound growth of the international securities market while also
enhancing and improving ICSA’s ability to advocate issues of common interest and con-
cern. Among other changes the new constitution authorizes the establishment of a five
member Advisory Committee which will be responsible for establishing the strategic
vision for ICSA. The new constitution also authorizes the position of Secretary General
who, under the supervision of the ICSA member acting as Secretariat, shall be in charge
of ICSA’s day-to-day operations.

ICSA members remain strongly committed to encouraging increased consultation
and transparency on the part of regulators as a means to enhance the growth and stability
of the international capital market and the quality of services provided. To that end,
delegates endorsed the revised ICSA Statement on Regulatory Consultation Practices,
which sets out a detailed framework for the process of regulatory consultation. ICSA
members believe that regulatory transparency only brings its full benefits in securities
markets regulation if, as in other complex and specialized policy areas, there is at all
times effective consultation between securities regulators and market participants. An
effective and structured consultation process encourages active cooperation between
regulators and market participants and greatly helps to improve the quality and efficiency
of the rules and regulations that are finally adopted. To encourage the adoption of the
principles contained in the ICSA Statement on Regulatory Consultation Practices in as
many jurisdictions as possible, ICSA members agreed to: (1) seek to persuade their
domestic regulators to implement the principles contained in the ICSA Statement on
Regulatory Consultation Practices; (2) encourage the members of I0SCO’s Self-
Regulatory Consultative Committee to endorse the ICSA Statement on Regulatory
Consultation Practices and present it to [OSCO's Technical Committee; and (3) send the
ICSA Statement on Regulatory Consultation Practices to the World Trade Organization
for the negotiations on financial services.



ICSA members were informed that substantial progress has been made toward a
market-based solution to the resolution of emerging market sovereign issuer financial
crises. This includes the publication by a G-10 working group and a group of trade asso-
ciations, which includes several ICSA members, of forms of collective action clauses for
insertion in the terms and conditions of bond issues as well as work on a code of conduct
to govern the behaviour of the official sector, issuers and investors in avoiding and
dealing with financial crises and any debt restructuring. ICSA members noted with
support that some OECD and emerging market issuers have included or declared their
intention to include collective action clauses in their international bond issues. The
delegates endorsed the market-based approach to resolving emerging market financial
crises, including the use of collective action clauses and a code of conduct, and expressed
their hope that official and private sectors and issuers could rapidly reach agreement on a
common set of clauses and the code.

ICSA members discussed work that they have done on the issue of research
related conflicts of interest. The resolution of this issue, along with improved corporate
governance standards, is seen by many as key to restoring investor confidence in
securities markets. Delegates endorsed the documents prepared by the members of the
ICSA Working Group on Research Analysts and Related Conflicts of Interest, including
the Survey on Rules and Best Practices for Research Related Conflicts of Interest in ICSA
Member Countries and the draft research paper, After the Bubble Has Burst: New Rules
and Best Practices for Research Related Conflicts of Interest, and committed themselves
to circulate the completed documents to regulators, market participants and the general
public in their jurisdictions.

The Annual Meeting tabled the report of the Global Proficiency Accreditation
Working Group. In view of the increasingly global nature of financial markets and the
mobility of market professionals, ICSA members noted and affirmed their previous
agreement to promote the development of proficiency standards for financial market
professsionals using a competency-based education and training framework. Under a
system of global accreditation, financial market professionals would be able to move
more easily between financial centers and have access to other financial markets, with
their accreditation functioning much like a passport. ICSA members believe that the first
step toward developing a global standard for traders and other individuals involved in the
securities industry is to develop a clear understanding of current standards and practices
in different countries. To that end, ICSA members agreed that the Working Group on
Global Accreditation will undertake a survey of ICSA members during the coming year
to ascertain what bilateral agreements for mutual recognition of financial market
professionals are currently in place in ICSA member countries. The results of that survey
will be circulated to ICSA members with the objective of encouraging members to create
additional bilateral agreements and will also be used by the Working Group in the design
of a multilateral accreditation agreement, which is to be presented to ICSA members at
the Annual General Meeting in 2004.

In the wake of massive corporate failures of the past several years, regulators and
legislators in a large number of jurisdictions have approved or are discussing changes to



their corporate governance practices in their respective markets. These changes are seen
as critical for restoring investor confidence in securities markets on both a national and
international level. Delegates reviewed recent and proposed reforms to corporate gover-
nance in Canada, Japan, the UK and the US and committed themselves to follow these
reforms closely, with the objective of preparing a research report comparing corporate
governance practices in ICSA member jurisdictions.

The clearing and settlement of securities has become a major topic of concern to
financial market participants over the past few years. Profound institutional changes in
Europe combined with the impact of rapid technological changes on a worldwide basis
and the vulnerabilities exposed by the terrorist attacks of 2001 have all raised concerns
about the need for significant changes in market practices and supervision. Delegates
met with Alberto Giovannini to discuss the recent and forthcoming Giovannini reports on
improving the infrastructure for clearing and settlement in Europe. Delegates also
discussed the issues raised in the Group of Thirty’s recent report, Global Clearing and
Settlement: A Plan of Action, which presents a blueprint for the creation and
implementation of global standards and approaches. ICSA members endorsed in
principle the recommendations contained in the Group of Thirty report, noting that
implementation of those recommendations would help to improve the efficiency of cross-
border clearing and settlement while also lowering costs and reducing the vulnerability of
the system to adverse shocks. ICSA members also agreed to review progress made in
this area at the next ICSA meeting.

The financial services industry as well as governments have become acutely
aware of the need to develop contingency plans in order to protect the infrastructure of
the financial markets in the event of terrorist attacks or other disruptive events. After
discussing the different threats facing financial markets in different jurisdictions and the
contingency plans now in place in some of those jurisdictions, ICSA members agreed: (1)
that a conference call of ICSA members will be pre-arranged and activated upon an
identifiable catastrophic event; (2) where possible to submit an overview of contingency
programs in their own jurisdictions, at both a governmental and industry level, to the
ICSA Secretariat so that ICSA members will have access to information about these
various programs; and, (3) to review the SIA’s “Best Practices Guidelines” for business
continuity planning with a view to determining if those best practices would be appli-
cable in their own jurisdictions.

ICSA members discussed a recent proposal by the US Securities and Exchange
Commission that would grant one self-regulatory organization the authority to issue an
across the board trading halt in the over-the-counter municipal securities market in the
event of a declared emergency. ICSA members agreed that trading halts in decentralized
OTC bond and derivatives markets that are not otherwise traded on an organized
exchange are not an appropriate solution to critical infrastructure problems and that
policy makers should strive to keep markets open in times of stress in order to provide
liquidity to investors.



ICSA members discussed the growing importance of credit derivatives, which
combine concepts and practices from the traditional bank loan, bond and derivatives
markets. Because of the nature of these instruments, which are publicly marketed but
draw on information from banks’ corporate finance, investment banking and advisory
functions, the rapid growth of the market for credit derivatives has raised concerns about
banks’ ability to maintain adequate “Chinese walls” between their market making and
brokerage activities and their corporate finance, investment banking and advisory depart-
ments. ICSA members noted with support the efforts of market participants to develop a
set of principles for firms involved in the sales and trading of credit derivatives.



The following associations are members of ICSA:
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