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“It is always a pleasure to attend an event of BEBA”, said H.E. Dr. Ziad Bahaa El Din, Chairman of the Egyptian Financial Supervisory Authority (EFSA), at the beginning of a breakfast briefing organized in his honour. 
Dr. Bahaa El Din explained that the EFSA was not a ‘new’ institution, as it was the result of the merger of three already-existing institutions: 

· The Egyptian Insurance Supervisory Authority (the oldest of the three institutions)
· The Capital Market Authority (CMA)
· The Mortgage Finance Supervisory Authority (the newest of the three institutions).
He added that since the 1980’s, around 80 countries have merged their financial regulators in some form or another, before the EFSA was established. The majority of these countries have merged banking and non-banking regulators into one entity. The rest of these countries, according to Dr. Bahaa El Din, have merged the regulators of non-banking services only – which was the model followed by Egypt – and have left the banking sector regulator as the Central Bank of the country.
Dr. Bahaa El Din mentioned that the main reason for such mergers in many countries has been the development of financial services. He explained that as financial institutions began to diversify their products, the regulators of the financial sector had to become less fragmented. This was important in order to reduce the risk of having some activities escaping supervision, in the case of having multiple regulators.
This fact was a main reason for the establishment of the EFSA in Egypt, as explained by Dr. Bahaa El Din. He added that the consolidation of resources and the creation of synergies were two other crucial reasons for establishing this institution.

Discussing the process of the merger, the Chairman of the EFSA stated that the mechanics of the merger were almost completed. With regards to the model implemented in this merger, he explained the two main models adopted worldwide:
· Model 1: Keeping the three institutions as they were and having a board of directors supervising them.
· Model 2 – the one selected in Egypt: Doing a complete breakdown of the units and ending up with a licensing department, a legal department and a supervisory department for all institutions. 
The step of carrying out this model, according to Dr. Bahaa El Din, was practically completed, and the EFSA has been thinking more about developing the market over the last month.
With respect to the tasks expected from the EFSA over the coming two years, Dr. Bahaa El Din stated the following points:

· The EFSA should continue to ensure the safety and stability of financial institutions in the market – a main priority for the authority. This priority had the following implications:
· The EFSA would not be as focused on promoting and marketing the financial sector in Egypt as the three separate institutions were.
· Even though Egypt has fared well during the financial crisis, it did not mean that regulators could relax. Thus, the EFSA should anticipate future problems and ensure that the market would stay stable.
· A proper database needed to be built for financial services, institutions and professionals in Egypt. While each of the three entities used to have its own base of information, it was important for the EFSA to generate a new, better base of information, for the market participants to be able to make the right decisions and to interact correctly with the market.
· The authority had to continue with the proper supervision of the market and its institutions. This involved the following:
· The EFSA should make sure that all of the institutions were supervised. This might be considered as crucial due to the fact that some professions in the financial system drew the attention of supervisory authorities more than others. For instance, brokerage companies have been regularly supervised, even though there were around 17 other professions in the capital market that should be equally supervised.
· Risk-based supervision should also be considered as an important element of market supervision. The resources needed to carry out this task should be determined and studied.
· Professionals (or individuals) in the financial market should be supervised randomly, rather than being inspected only upon complaints of their customers or other parties.
· There has been an agreement between Dr. Ziad Bahaa El Din and the Governor of the Central Bank of Egypt (CBE) in order to strengthen the two entities’ working relationships and collaboration efforts. This would allow for more effective discussions of regulatory standards, in general, and of supervising banks that perform non-banking activities, in particular.
· There were other institutions (than the EFSA) whose actual role was to promote and market the Egyptian financial sector. The Egyptian Investment Management Association, the Egyptian Capital Market Association, the Union of Egyptian Insurance Companies and the different chambers and business associations, such as BEBA, have been – and should be – more engaged in promoting the financial sector in Egypt. 

The EFSA should work closely with these and other institutions in order to play its role in market development. Market development, in that sense, would be the establishment of the various regulations and procedures that would facilitate investments in the Egyptian financial market.
· The EFSA should also continue to work closely with the Ministry of Investment, the CBE and the General Authority for Investment & Free Zones (GAFI) in order to make sure that Egypt does not lose sight of the competitiveness of its market. These should determine what areas in Egypt’s financial system were competitive and which areas could be improved. In addition, the pricing of services in neighboring countries, and how these countries were improving their capacity to serve investors should be observed. This would allow the Egyptian financial sector to improve its competitiveness.
· The key should not be for Cairo to be the financial center of the Arab World. Rather, the key was to determine which niches, sectors and instruments of the market were the ones that could give Egypt the lead. No place could be the financial center for everything: some would specialize in Islamic finance, and others would specialize in banking or in fund management. The EFSA, with the help of other institutions, should determine what elements of the financial system could provide 
Egypt with an edge, and should work on them.
· With regards to potential cooperation with BEBA: the EFSA has been building its capacity, and BEBA could provide assistance in that process. Cooperation with BEBA and other NGOs could be very useful for the following reasons:
· NGOs represented a wide spectrum of interests in the market.
· There was a sense of institutional collaboration, when working with NGOs.
BEBA could communicate its members’ ideas, researches, problems and challenges to the EFSA through meetings, memos or any other forms of collaboration.
Question-and-Answer Session:

After Dr. Bahaa El Din’s speech, the floor was opened for questions. The following comments were made by Dr. Bahaa El Din during the question-and-answer session:
· Proposals made by the EFSA and the CBE, with regards to bancassurance, would be submitted to the union of banks and the union of insurance soon. Bancassurance was allowed for a period of time, and seven companies were granted the right to sell bancassurance, but some problems took place. There was confusion among the public about whether these products were banking products or insurance products. Therefore, a temporary hold has been put on this issue.
·  The EFSA should consider the safety and soundness of existing institutions of credit insurance as a priority. A draft law for the medical insurance business has been constructed. Bancassurance, credit insurance and medical insurance were all important issues, but the EFSA does not have the capacity to work on everything at the same time. Thus, dealing with each of them would take time.
· There was a mismatch between the technical, regulatory staff and the support staff in the EFSA, which should be worked on.
· Incremental regulatory changes would deal with fixed-income security regulations.
· The CBE mainly deals with the public side of the financial sector in Egypt, while the EFSA handles the corporate side. Both have been collaborating effectively so far.
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