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Distinguished Participants,

Ladies and Gentlemen,

It is indeed a great pleasure to welcome you all in Istanbul and to the EBTN conference with the theme “A New Risk Culture in Banking; Basel II Effects on Human Resources and Knowledge Management ”. 

I also would like to welcome our guest speakers. I am sure that they will make a very valuable contribution on the discussions over the next two days.

The close of the Twentieth Century has marked the advent of the New economy, which is characterised by unprecedented progress in information and communication technology. This has facilitated greater mobility of resources, particularly monetary capital, natural resources, human power and most importantly information. 

These developments also led to increasing globalisation of financial services. Deregulation and globalisation of financial services, together with the growing sophistication of financial technology, make the activities of banks and thus their risk profiles more complex. 

In that respect, Basel II has the significant potential to improve risk management practices in banking systems around the world and increase the efficiency of the financial system. Moreover, it will provide stronger incentives to strengthen domestic supervision and for banks themselves to become more sophisticated in their management of risk. 

Certain elements of Basel II will pose difficulties for banks and supervisors in the emerging market economies which the Basel Committee on Banking Supervision and the official community as a whole will need to take into account in encouraging countries to make the move to the new regime. On the other hand the banks and supervisory bodies of the emerging market economies and developing countries should build a forum to exchange views and build a consensus on the implications of Basel II. 

One of the most distinctive elements of the minimum capital requirements laid down in Basel II is the inclusion of new capital requirements for operational risk. The Basel Committee on Banking Supervision defines the crucial elements of an operational risk management framework for banks as a strong operational risk culture and internal control culture, effective internal reporting and contingency planning. We can conclude that, Basel II and its requirements for comprehensive risk management practices will not only affect the systems but the mission and values of the organisation as well.

I would also like to comment briefly on the risk management practices in Turkey. 

Important developments on the establishment of risk culture have been realised with the “Regulation on Internal Control and Risk Management Systems of Banks” published and entered into force by the Banking Regulation and Supervision Agency in February, 2001. The importance of having efficient internal control and risk management systems has been recognised by all banks in the sector. To this end, regulatory amendments necessary to activate the system and preparations on forming the organisational structure have been completed to a great extent. Also, work for establishing the risk management system on a consolidated basis, continues in many private banks. 

From a macro perspective, it is encouraging to see the regulatory environment of banking being harmonised with the internationally accepted standards. But, there are still measures needed to be taken to maintain macro economic stability and a well regulated competitive environment free of all distortions. We believe that, the reforms in the Turkish economy should be carried out in a synchronous manner to include all sectors, public-private or financial–industrial. A reform to include only the financial sector or only the banks is not considered to be long lasting.

Ladies and Gentlemen, 

I believe that the enduring success of any risk management framework rests on senior leadership attention. The benefits of effective risk management will never be realised unless we foster risk management knowledge, skills and professionalism in our people. Our leadership role is to ensure that robust “top down” settings create the climate for a risk aware culture, without that climate, the best technical solution to risk management just will not “stick”. We should also integrate the business line, our corporate clients, into our risk management framework. The clients should also be incorporated in the target group of our training programs.

Before I conclude, I would like to reiterate my thanks to EBTN for giving the Association the opportunity to host this conference in Istanbul. I hope this conference will be a good platform for exchanging views and experiences regarding Basel II and its implications on the banking sector and enhancing mutual co-operation between EBTN members.

I also hope that our international guests would find time to experience the hospitality of the Turkish people and enjoy our country’s arts, cuisine and historical values.

Thank you and please accept my best wishes for a fruitful conference.

