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The Causes and Consequences of Failures of Financial Institutions in Antigua and Barbuda

Abstract
The small state of Antigua and Barbuda with its economy based primarily on tourism has witnessed the failure and near failure of some institutions over the past ten years and arguably in some cases the results could have been more catastrophic had there not being interventions by Government and the Eastern Caribbean Central Bank.  With failures being experienced in the international banking sector (Stanford International Bank Ltd (In Liquidation), the near failure of two domestic banks (Bank of Antigua and ABI Bank Limited) and the effects of the collapse of British American Insurance Company Ltd (BAICO) and the Colonial Life Insurance Company Ltd (CLICO), this paper will seek to highlight some of the causes and consequences of failures or near failures of financial institutions in Antigua and Barbuda.  Finally the paper provides possible policy directives to avert any future failures or near failures.
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1. OVERVIEW
Over the last two decades and a half, globally we have witnessed the collapse of many large financial institutions some of which had crippling effects on domestic economies. Notably during the late nineties we had the Asian crisis which caused the collapse of some of that region’s economies and raised fears of a worldwide economic meltdown due to financial contagion.  Also during the late nineties we witnessed the growth and burst of the dotcom bubble and more recently starting in late 2008 and early 2009 we saw what was dubbed the “global financial crisis” triggered by the US subprime mortgage crisis which had crippling effects on most key macroeconomic variables globally.

Though they may be categorized as small developing states and economies which may lack the depth and sophistication of the developed world, some states within the Caribbean have experienced financial failures or near failures.  To some varying degree these failures or near failures may not have been a direct result of external factors but rather the policies and practices inherent in the institutions.  Of significance within the region, the year 1995 saw the start of a crisis in the financial sector of Jamaica and further down in 2006 concerns were heightened about the growth of alternative investment schemes; In Barbados there was the collapse of Trade Confirmers (See Layne 2010); and in 2009 the Central Bank of Trinidad and Tobago took over the operations of CL Financial, after its flagship insurance companies British American and CLICO experienced financial difficulties.
The small state of Antigua and Barbuda with its economy based primarily on tourism has also witnessed the failure and near failure of some institutions over the past ten years and arguably in some cases the results could have been catastrophic  had there not being interventions by Government and the Eastern Caribbean Central Bank.  With failures being experienced in the international banking sector, the near failure of two domestic banks and the effects of the BAICO and CLICO insurance companies’ fallout, this paper will highlight some of the causes and consequences of failures or near failures of financial institutions in Antigua and Barbuda.  The paper is arranged as follows: 
I. Section 2 provides a brief overview on the framework of financial failures, highlighting parallel factors with the Jamaican Financial Crisis; 
II. Section 3 provides a breakdown of the key financial institutions in Antigua and Barbuda; 
III. Section 4 addresses the consequences or potential consequences of failures or near failures; 
IV. Section 5 highlights probable policy and institutional responses to avert future failures; and 
V. Section 6 concludes the paper.
2.  
FRAMEWORK OF FINANCIAL FAILURES

As detailed in the introduction to this paper, the failure of financial institutions is nothing new to the region since over the years we have witnessed such failures from Jamaica in the north to Trinidad and Tobago in the south.  Of the literature on the subject, a review of the materials has shown some high degree of similarity with what was experienced in Jamaica and that of the Jurisdiction of Antigua and Barbuda.  Kirkpatrick and Tennant (2002) in their study of the Jamaican crisis opined that one of the primary reasons for its occurrence was the emergence of large financial conglomerates that took advantage of regulatory arbitrage.  These entities were said to have expanded rapidly into many core and non-traditional business areas, which often stretched the boundaries of prudent practices.   DaCosta et al (2012), in their review of recent financial failures in the Caribbean, drew a parallel observation in the rapid growth of business within a holding company structure, as typified by the ABI Financial Group’s structure.  Similarly, these authors noted the divergence from the primary business line and the liquidity challenges that ultimately resulted in the case CLICO/BAICO with the offering of annuity products.  Soverall 2012 also shared similar observations.
In the case of Jamaica, Kirkpatrick and Tennant (2002) also opined that the crisis was driven in part by issues surrounding corporate governance, which are typically inherent in structures of intercompany shareholding, interlocking boards of directors, common management and extensive intergroup transactions.  Specifically in the case of CLICO/[BAICO] Soverall (2012) cited issues of governance which included failure of duty of care and skill as directly related to the failure of these institutions.  With regard to ABI Bank Ltd, DaCosta et al (2012) highlighted similar concerns and the consequences of high related party balances.
With regard to the ultimate trigger for the crisis in Jamaica, Kirkpatrick and Tennant (2002) cited that this was primarily the result of illiquidity of the life insurance companies which was a direct consequence of the downturn in the domestic real estate and stock markets.  Similar observations were noted by authors such as Soverall (2012), Layne (2010) and DaCosta et al (2012) on the collapse of CLICO/BAICO.  However, the only notable difference was, whereas the real estate and stock market issues were primarily locally driven in the case of Jamaican institutions, for CLICO/BAICO this was more a result of macroeconomic shocks in North America.  In both cases, given the contagion and systemic issues surrounding the failures, in the case of Jamaica, there was intervention by the government, whilst a similar approach was undertaken in Trinidad and Tobago to address the CL Financial collapse.
3.0
THE FINANCIAL SYSTEM OF ANTIGUA AND BARBUDA
As at March 31, 2013, the following constituted the key composition of the financial sector in Antigua and Barbuda, with commercial banks being the primary domestic intermediary in terms of credit and deposit taking. See Table I
TABLE I

PROFILE OF ANTIGUA AND BARBUDA FINANICAL SYSTEM

	ENTITIES
	No.
	REGULATOR

	Commercial Banks 
	8
	Eastern Caribbean Central Bank

	International Banks
	13
	Financial Services Regulatory Commission

	Insurance Companies and Agents
	26
	Financial Services Regulatory Commission

	Credit Unions
	6
	Financial Services Regulatory Commission

	Development Banks
	1
	Ministry of Finance

	National Development Foundation
	1
	Ministry of Finance


4.0 CAUSES OF FAILURES OR NEAR FAILURES
4.1  
Corporate Structure and Corporate Governance
Regulators and supervisors have a statutory objective to provide institutions with control and discipline mechanisms (Coskun, (2007)) and consistent with attention globally since the recent financial crisis, the region has placed even greater focus on the issue of corporate governance and corporate governance structures (Williams (2010)). However, these entities, CLICO and its associate BAICO, ABI Bank Ltd (ABIB) and Stanford International Bank Ltd., (SIBL) (In Liquidation) and its then associate Bank of Antigua Ltd (BOA) were all part of conglomerates with holding structures outside of the regulatory framework.  See Soverall (2012).  As opined by DaCosta et al (2012), the ECCB’s intervention into ABIB probably came against the backdrop that the institution expanded too rapidly, diversifying into many different areas and having invested in certain assets which generated little or no return.  The regulatory arbitrage such an expansion would have allowed, such as shifting operational areas to entities that are not regulated, invariably would have made the activities within the group very vulnerable to unsafe/imprudent practices, as opined by Swaan 2000.  The industry and supervisory challenges that normally accompany such development have also been documented as being part and parcel of the root causes of the Jamaican financial crisis (Kirkpatrick and Tennant (2002)). 

With regard to governance, a review of varying publications on the failure or near failure of the entities showed concerns at the directorship level regarding control, failure of directors in their fiduciary duties, inadequate independence and improper risk management
.  These concerns were found to be particularly acute for entities which had a common shareholder, who also functioned in the capacity of board chairperson.   If as many researchers including Goldstein et al (2007) suggest that markets function better with increased transparency and transparency is inextricably linked with informed disclosure, and Ball (2001) connects disclosure with corporate governance, then information disclosure and transparency play an important role in preventing governance failures.

4.2
Regulatory Forbearance and Political Environment/Interference

Regulatory forbearance according to Sohn and Choi (2012) can be defined as a discretionary delay in enforcing appropriate actions to reduce the cost of bank failure [or any other financial institution].  When applied, such a restraint always results in institutions that are otherwise insolvent to continue operation, often with dire end consequences.  In many economies, such forbearance is normally applied (a) to institutions that are considered “too big to fail” or (b) at institutions policy makers may consider that for strategic reasons, any strict intervention may have negative domestic consequences.

Literature suggests that regulatory forbearance and political environment/interference are some of the major causal issues in nearly all financial crises and contributory factors to the depth and size of systemic crises (Das and Quintyn (2002)).  Notably, an IMF Working Paper suggests that the closing of an institution is “politically costly” for regulators, thus the incentive to avoid closure of even insolvent institutions.  This perspective has congruity with a speech by Layne (2010), who opined that a consulting actuary advised the Supervisor of Insurance (SOI) in Barbados since 1992 to intervene into the affairs of CLICO, a Trinidadian based insurance company with branches throughout the ECCU region.  Layne further asserted that at the end of 1996, loans to the parent company (CL Financial
) had increased 63% to $571 million; there was a statutory fund deficit of $580 million, and by 1997 the Company was insolvent by $1.16B.  However, despite this evidence of further deterioration, CLICO was given time to remedy the situation by the SOI.  

4.3
High Related Party Exposure

A review of the financial statements for BAICO, an affiliate of the CL Financial group with significant intergroup exposure averaging 53.2% between 2004 and 2007 and growing to 81.4% in 2009, showed that issues in one institution (an inherent contagion risk) could severely impact all members of the group. See DaCosta et al (2012).  Additionally, the significant investment by BAICO (Green Island Project Investment) which was exposed to the conditions of the housing market in the USA became severely impaired (Carballo (2012)).  Kirkpatrick and Tennant (2002) cited similar concerns as it relates to the contagion risk factor as being one of the contributors to the Jamaican financial crisis.
4.4
Weak Financial Soundness Indicators

The near failure of ABI Bank Ltd (ABIB) prompted an intervention by its regulator the ECCB.  As reported by the authorities, this intervention was highly related to the bank being unable to function as a regular going concern due to an inadequacy of liquid assets and the capacity to effectively manage the institution. (See ECCB Press Release (2011)).  A review of the financial soundness indicators (FSI) of the bank between the period 2002 and 2008 showed weakened profitability and deteriorating asset quality. Moreover, exposure to sovereign debt (exclusive of holdings of government bonds and treasury bills) moved from 25.1% in 2006 to 30.7% in 2008. 

4.5
Regulatory Actions and Possible Contagion

The ECCB also came to the rescue of the BOA. This intervention however, was not occasioned by concerns with the FSIs but rather to contain contagion, evidenced by a run on the Bank, precipitated by the Securities and Exchange Commission in the United States’ then allegation of wrong doing (in another institution) by its sole shareholder.  BOA did not display any underlying weaknesses prior to the intervention by ECCB in 2009; conversely, the opening financial statement of ECAB, its successor, showed significant exposure to government in the loan portfolio which was above the regulatory limit.  Since this exposure represented approximately 47.3% of lending and made up 88.15% of the ECAB’s asset base, there were implications for solvency and liquidity in the event of Government’s default (DaCosta et al (2012)).
Some have pointed to the presence of foreign banks in developing countries as a key mechanism for transmitting the 2008-2009 crises from advanced to developing countries (e.g., IMF, 2009).  While the previous institutions noted in this paper, are local and or regional companies, SIBL was an international bank incorporated in 1990 under the International Business Corporation Act of Antigua and Barbuda.  The legal framework restricts its operation to outside of Antigua and Barbuda and the Caricom Region. The demise of SIBL was blamed solely on its sole shareholder, and his less than prudent banking practices.
5.0 
 CONSEQUENCES OR NEAR CONSEQUENCES OF FAILURES
5.1
Impact on System Stability/Crisis of Confidence 
Whereas the failure of a major financial institution within a domestic environment has great potential to cause widespread systemic failure and deposit runs (See Kirkpatrick and Tennant 2002) such was not the case with the failure of SIBL.  Anecdotally, this development might have been indicative of the fact that unlike within the domestic banking system, the international banks in Antigua and Barbuda can be described as being fragmented.  Though SIBL and BOA shared the same ownership structure then, any risk of possible contagion warranted different policy responses.
A review of the gazetted audited returns for the international banks for the period immediately preceding the failure of SIBL and post failure showed that the deposit base remained relatively stable. See Chart I Below.
  It can be inferred from the data that there was no deposit run or flight to safety.  Such a response by depositors may be associated with confidence within the system or by way of weighing the alternatives.  Notwithstanding the foregoing, as cited by Demirguc-Kunt et al (2007), any immediate lack of confidence depositors had in the system could have been quelled or stymied had there been some degree of deposit insurance protection. 
Chart I

Deposit Balances Within the International Banking Sector
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Source: Official Gazette of Antigua and Barbuda 2008-2011
The fate of the domestic financial sector was different with the failure of SIBL as noticed with the ECCB’s intervention of BOA to prevent an outright run on the bank, which could have placed severe systemic consequences on the entire ECCU.  (See DaCosta et al 2012)  The emergency powers of ECCB for intervention as laid out in the Eastern Caribbean Central Bank Agreement Act, 1983 might have prevented what potentially could have been a total collapse of the ECCU’s financial system.  Such emergency powers which saw the provision, inter alia, of financial and human resources ensured the bank remained a going concern.  Also of great success was the public relations mechanism which was immediate in quelling “fear and jitters” amongst depositors.  The positive outcome and timeliness of the Central Bank’s intervention was also apparent with the incorporation of the Eastern Caribbean Amalgamated Bank.  (See DaCosta et al 2012).  
As in the case of BOA, the ECCB’s intervention into ABIB also prevented what could possibly have become a systemic collapse.  The fallout on domestic depositors and the Government of Antigua and Barbuda would have been dire having taken into consideration the exposure level and the bank’s intermediary role on the Regional Government Securities Market. (See DaCosta et al 2012).  
5.2
Impact on Macro Economic Variables
Of the three failures or near failures within the jurisdiction over the past five years, the events surrounding the collapse of SIBL arguably was the one with the most direct economic consequences.  The macroeconomic impact from the foregoing development was a loss of jobs directly and indirectly and a loss of direct government revenue.  Though not stated explicitly, it is highly likely that apart from the direct impact of the global recession, the low growth in real economic activity in 2008 and the declines experienced in 2009 and 2010
 were associated in part with these developments.  According to the 2011 Economic and Financial Review published by the ECCB, in real terms, the economy of Antigua and Barbuda grew by 1.5 per cent in 2008; however this was followed by declines of 10.3 per cent, 8.9 per cent and 5.5 per cent over 2009, 2010 and 2011 respectively.  On the fiscal side, the publication showed a strong decline in tax revenue over 2009 from XCD $692.4M to XCD $573.4M.  While data was not readily available, anecdotally, there would likely have been an increase in the central government’s debt level given the decline in revenue.
5.3
Financial Action Task Force Listing

As a more direct consequence of the failure of SIBL and the reform initiatives that are yet to be completed, the twin island state was placed on an FATF “grey” list. (See www.FATF-GAFI.org Improving Global AML/CFT Compliance: On-going process - 22 February 2013). The implications of this listing can serve as a deterrent for potential investment in the real sector and prove detrimental for banks with existing correspondent banking relationships and those trying to obtain such key operational arrangements.  The ongoing commitment on the part of Government to reforming the regulatory agency as well as the jurisdiction’s thrust to ensuring international norms are adhered to are welcoming responses to these developments. 

5.4
Jurisdictional Reform Initiatives
As evidenced in the literature, following a financial crisis or subsequent to the failure or near failure of a systemically important institution a series of regulatory, supervisory and legislative reforms are normally undertaken.  In citing examples from the region following the Jamaica crisis, there was the establishment of the Financial Sector Adjustment Company (FINSAC) (See Cheng-Young (1998)), an entity charged with the mandate of intervening, rehabilitating and divesting the Jamaican financial sector (Kirkpatrick and Tennant (2002)).  As cited by DaCosta et al (2012), following the demise of CLICO and BAICO, new pieces of legislation were introduced in an effort to address some of the regulatory and supervisory weaknesses exposed and lessons learned.  Other reform initiatives cited following the collapse of BAICO and CLICO included the implementation of a risk-based supervision framework in the Bahamas and the establishment of a Financial Services Commission in Barbados.
A series of reform initiatives have been commissioned by the Government of Antigua and Barbuda aimed at strengthening the regulation and supervision of not only the international financial sector but also the non bank financial sector.  Key amongst these initiatives was the issuance of a new set of guidelines covering, inter alia, the external and internal auditing of institutions, the appointment of accountants, managers of finance or financial comptrollers; and guidelines on market risk management of financial institutions.  At the macro level, there is an action plan currently being implemented aimed at reforming the regulatory agency for the international financial sector.  Implicitly these initiatives will not only enhance the supervision and regulation of institutions in Antigua and Barbuda, but also ensure the jurisdiction becomes compliant with international standards and norms. 
Other notable reform initiatives by the Government of Antigua and Barbuda include amendments to the Insurance Act, the Co-operatives Societies Act and the International Business Corporation Act.  In light of the supervisory/regulatory issues surrounding the failure of BAICO and CLICO, the recruitment of an insurance specialist is also a welcoming development aimed at, inter alia, capacity building within the regulatory agency for the international and non-bank financial institutions sectors.
6.0 MEASURES TO AVERT NEW FAILURES AND MANAGEMENT OF NEW OR NEAR FAILURES
6.1
Implementation of a robust Corporate Governance Framework

One of the central themes as discussed in the paper is that a weak corporate governance framework can prove detrimental to an institution.   The problems associated with a weak framework may manifest themselves in situations where there is no diversification in the ownership of the entity.  As a result, albeit directly or indirectly, some pressure may come to bear on the board and committees within an institution, that ought to be the guardians of overall operations.  Within the jurisdiction of Antigua and Barbuda, the provisions as contained in the Insurance Act (2007) limiting shareholding by any individual or entity to 20 per cent of the paid-up capital of the entity without prior approval from the regulatory authority, is a positive development in this regard.
Addressing failures in governance means that boards of directors must become more cognizant of their fiduciary duties and avoid engaging in activities that might be self-serving.  The outfitting of the board of directors requires that persons so designated to serve as members are knowledgeable in some respects of the institution’s business so that they might (a) make informed decisions and (b) avoid becoming members merely to meet regulatory or incorporation requirements.   Board members must be prepared to act independently, and in the process, mitigate any potential conflict of interest amongst the stakeholders of the institution.

Setting the tone and ensuring that a robust oversight framework exists within the institution requires the board to play an integral part in the development of manuals, policies and procedures and their implementation at the operational level.  As industry stakeholders, the onus is also on regulators to ensure adherence to the tripartite standards set by institutions, domestic laws, regulations with accompanying guidelines, and international best practices.
6.2
Strengthen Legislation Supervision

Emanating from these failures or near failures was a commitment made at the CARICOM Heads of Government meeting in Guyana in 2009, for a “vigorous and intensive review of the workings of the regulatory and supervisory system”.  This commitment has led to a number of initiatives, one of which was a new harmonized insurance act which was passed in several sub-regional jurisdictions, inclusive of variations designed to fit jurisdictional needs.   However, according to a World Bank 2011 report, the Act needs further enhancements or an overhaul in order to meet today’s standards and best practices. The report also recommends the enactment of a unified regulatory framework and the establishment of a single regulatory unit.  This advance may have the effect of mitigating the effect of any potential political interference. 

In responding to the financial crisis and the G20’s request to "review the differentiated nature of regulation in the banking securities and insurance sectors" and "to identify areas where systematic risks may not be fully captured" the IAIS introduced new principles such as Cross Border Cooperation and Coordination on Crisis Management.  The overall review of the principles addresses insurers' risks when dealing with complex insurance groups. Within the jurisdiction of Antigua and Barbuda, these principles as developed by IAIS are currently being incorporated in regulations and guidelines that will be issued to the industry.
6.3
Training of Regulators

Effective regulation and supervision of the domestic financial sphere requires regulators to stay abreast with developments in the market, particularly in the area of banking and insurance. The operations of BAICO/CLICO for instance, would have shown that market participants may bring to bear on product diversification some level of financial creativity, offering products and services that may lie outside the traditional realm of business. Regional insurance sector regulators without the skills-set to evaluate the risks inherent in these non-traditional products may find it challenging to effectively regulate these entities.   A similar argument holds as it relate to banking, since one of the reasons cited for the global financial crisis was the offering of “synthetic financial products” that many market participants did not fully understand, including regulators.  Notably though, while many jurisdictions recognize the need to train regulators to effectively supervise their financial systems, there may be resource constraints.  Accordingly, the ongoing technical support provided by the international community, remains a positive development in this regard.
6.4
Limit political level influence and encourage transparency
History has shown that in nearly every major financial crisis of the past decade—from Asia to Russia, Turkey, and Latin America—political pressure can effect and affect financial crises.  An IMF Working Paper (2004) posited the view that there is a need to shield financial sector regulators from political pressure to assist in preventing financial crises. 

6.5
MOU with Cross Border Regulators & Establishment of Regulatory Colleges

As cited in a British Bankers Association Report (2008), use of a “College of Supervisors [irrespective of the nature of the financial institution being regulated] will reduce regulatory duplication and inconsistency, improve subsequent bilateral dialogue between regulators, increase level of trust and enhance the cooperation of supervisors”. The improvement of cross-border supervision by regional regulatory bodies such as Caribbean Group of Banking Supervisors, Caribbean Association of Insurance Regulators (CAIR); and the Caribbean Association of Pension Supervisors which through mechanisms such as a memorandum of Understanding provide for coordination and information sharing along with a College of Regulators Meetings to discuss cross border issues of large insurance companies operating throughout the region.  There is also the Caribbean Actuarial Association which provides consistent valuation of actuarial liabilities.  These organizations arrange support for training for their members to remedy supervisory deficiencies with the help of funding agencies such as CARTAC, the World Bank and various EU-funded units.  To date, the jurisdiction is a member of a majority of the foregoing regional groupings and specific international memoranda of understanding (MOU) exist with key jurisdictions that have a regulatory interest in licensed institutions.
6.6
Financial Education and Awareness

Given the importance of the general public in the whole process of financial intermediation, it is of importance that consumers of financial services become more knowledgeable in the areas of banking and finance, as intended users ought to become more familiar with financial jargon and the basic rudiments of the financial goods and services they buy.  Fulfilling such a role requires direct input from key stakeholders, Government and the private sector.  The continued educational thrust by the ECCB within the OECS region as in its observation of Financial Literacy Month as well as hosting savings and investment courses are positive developments in this regard.  Emanating from these developments, the general public will be better able to make more informed financial decisions.
6.7
Establishment of a Separate Agency to deal with Failed Institutions/Problem Banks
In the area of domestic banking, it may be necessary for the authorities to give due consideration to establishing a separate agency to deal with failed institutions or problem banks.  The benefits of having such a specialized team can be significant since invariably it means that the regular pool of examiners would then be able to concentrate on undertaking normal on-site and offsite surveillance work rather than becoming integrally involved in problem bank resolution activity.  Within the region there are institutions such as the Financial Sector Adjustment Company Limited (FINSAC) of Jamaica which could serve as a model to address failed institutions and problem banks.   (See Kirkpatrick and Tennant (2002)).
6.8
Institutional Risk Management
Operationally, there needs to be greater emphasis on improving the risk management framework within institutions. Addressing such an issue requires the staffing of institutions with a cadre of persons who are technically competent to manage the book of business.  Technical competence in the area of asset and liability management is especially important, as grave disparity in balance sheet maturity distribution can be disastrous for financial institutions.  
6.9
Implementation of a Depository Protection Scheme

While strong regulatory and supervisory frameworks exist for domestic and international banks operating within the Jurisdiction, the absence of any financial safety net to address a failed institution brings to the fore the need for giving due consideration to establishing a deposit insurance scheme or similar safety net.  Demirguc-Kunt et al (2007) opined that deposit insurance has become an increasingly used tool by governments as it provides some degree of system wide stability and protects depositors from any major financial losses when institutions fail.  Such a stable financial environment is of critical importance, not only to existing depositors, but also as an agent of growth, with new market participants, buoyed by the partial safety net, reposing a higher level of confidence in the financial system.  Peters and Polius (1999) in elaborating on the latter point noted that with this confidence, persons are likely to retain a larger proportion of their financial assets within such a banking system. For Ketcha Jr (2007) public confidence reduces the likelihood that depositors at an individual bank will panic and withdraw funds suddenly if concerns arise about the condition of that institution. 

Whereas the establishment of such a scheme may be a costly venture to set up and operate, especially if there is an immediate failure soon after its establishment, in the long run it is highly likely that the benefits will outweigh the costs.  The core principles for effective deposit insurance systems as developed by the Basel Committee on Banking Supervision and the International Association of Deposit Insurers (2011) could serve as a guide for the effective development of such a system.  Further, within the region there are functioning schemes in Barbados, Jamaica as well as Trinidad and Tobago which could serve as practical guides for the establishment and operationalization of a new entity.  Notably, many of these systems within the Caribbean, as was often the case within the developed world, were created after a failure of domestic institutions.

7.0
Conclusion

Given the importance of the intermediary role of the financial sector within the Jurisdiction, the onus is on policymakers to ensure a robust regulatory and supervisory environment exists.  A central supporting theme to the foregoing is ongoing consolidated supervision.  For jurisdictions such as Antigua and Barbuda where the financial sector plays a critical role, where necessary there must be an ongoing series of reform within the sector since evidence would have shown that there are direct macroeconomic, political and social consequences if institution(s) fail.  Notably having to deal with failed institutions can be a costly venture especially when there is absence of financial safety nets.
Since it is often the case that the industry is ahead of regulation and supervision, there is stronger onus on the board of directors of financial institutions to ensuring that sound governance and oversight mechanisms are in place within these entities.  Institutions ought to ensure that they operate within a manageable risk appetite and further they should have the guarantee that there are proper systems and procedures in place when seeking to expand.
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