ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	On June 2008 was enacted the Legislative Decree Nª 1028  which modified the Banking Law in order to include the recommendations of Basel II, related to capital measurement and capital standards.

The main changes included:

· Rules on the composition of capital (Tier I and Tier II) on line with Basel II recommendations. 

· A progressive increase of minimum capital requirements, from 9,1% of credit risk weighted assets to 10%, according to the follow timetable:

· Up to July 2009: 9,1% 

· From July 2009: 9,5%

· From July 2010: 9,8%

· From July 2011: 10,0%

· A process of close out-netting for repurchase agreements and derivatives operations; in case of a financial entity bankruptcy.

· The access of non banking financial institutions to further operations. 

Insurance System

From December 2008 the requirement for solvency equity will take into account market risks and operational risks. 

Private pension system

On May 2007 the legal limit of investment on foreign financial instruments was increased. from 20% to 30% of the portfolio.
The Central Bank has set an operational limit of 20%, which will be increased taking into account the evolution of internal macroeconomics conditions and external financial market evolution.  


	Firms in this service sector must be constituted under the form of anonymous association, though some exceptions apply depending on the nature of the service provided. The financial regulations and supervisory process follow international standards such as the Basel Principles for Banking Supervision, the International Association of Insurance Supervisors (IAIS), principles for insurance services and the international principles related to stock exchange services (IOSCO). In addition, the accounting rules are in accordance with international standards.

In this context, the Superintendence of Banking, Insurance and Private Pension Funds Administrators (SBS) has issued rules concerning operational requirements applied to the financial, insurance and private pension systems subject to its supervision. For example, rules about risk identification and management (operational, market, liquidity, credit, others), and regulations related to requirements about people involved in managing financial institutions.  

The National Supervisory Commission of Companies and Securities (CONASEV) establishes its own criteria taking into account the operational and market risks, as well as the behavior of the stakeholders. For services under the supervision of CONASEV, the establishment of branches is not permitted. 
The operational requirements for each specific system are:

Financial system:

· The minimum regulatory capital-risk weighted asset ratio requirement for the financial institution is 9,1%

· The minimum capital entry requirement varies in function of the type of institution (For more details see Law 26702, Art. 16°)

Insurance System

· The minimum capital entry requirement varies in function of the type of Insurance Company: Companies covering only one line (general risk or life); Companies covering both lines   (general risk and life), Insurance and Reinsurance companies, and Reinsurance Companies.

· Insurance and/or reinsurance companies shall at all time have a regulatory capital not lower than the solvency equity. The amount of the solvency equity is established based on the highest amount resulting from the application of the following criteria: the solvency margin and the minimum capital.

Private pension system

· Private Pension Funds Administrators (Administradoras Privadas de Fondos de Pensiones – AFP), are subject to set of laws regarding to investment policies and procedures of the pensions funds.

Securities Market:


The minimum capital required depends on the line of business in which the company will operate and is based on the market risks and transactions it is authorized to make.

The principal laws that regulates the financial sector is the “General Law of the Financial System and the Insurance System and Organic of the Superintendence of Banking, Insurance and Private Fund Administrators approved trough Law N° 26702” and the  Legislative Decree Nº 861, “Law of the Securities Market”, Nº 862 “Law on Investment Funds and its companies managers”, Law Nº 26361 “Law of commodities exchange”, Law Decree Nº 21907 “Law of the companies for the mutual funds”. And the details of the regulation concerning operational requirements issued by SBS and CONASEV are found in: 

http://www.sbs.gob.pe/portalsbs/normatividad/index.asp 

For further information, please visit:

Central Bank of Peru  - (BCRP) 

www.bcrp.gob.pe
Superintendence of Banking, Insurance and Private Pension Funds Administrators 

www.sbs.gob.pe
National Supervisory Commission of  Companies and Securities (CONASEV)

www.conasev.gob.pe

	The regulation of the changes enacted by the Legislative Decree, Nº 1028 concerning to the calculation of minimum capital requirements for credit risk (standardized approach, internal  ratings-base approach and securitisation framework), for operational risk, and for market risk.

That regulation is expected to be enacted by the SBS in the first semester of 2009.

Private pension system

The SBS has pre published a regulation that includes the following changes:

· Allows the investment in derivatives.

· Softens the investment criteria, broadening the set of eligible domestic securities to the part of the investment portfolio of the AFP.



	Licensing and 

Qualification Requirements of Service Providers


	On June 2008 was enacted the Legislative DecreeNº 1052 which modified the Banking Law, in order to harmonize our financial regulation to the Free Trade Agreement signed with the United States of America.

The mains changes included: 

· The impediment to be an organizer of a financial institution of persons convicted for money laundry and terrorism financing,

· The requirement for the SBS to explain the reasons of refusing the organization of a financial entity.
· The explicit inclusion of integrity and financial soundness as requirements for organizers.

The explicit applicability of the Banking Law to the branches of foreign financial entities.  
	Any firm which seeks to be constituted as a financial services enterprise must be established as a Corporation, except those whose nature does not allow it. 

Likewise, companies must follow the procedures established by SBS in order to get a license. The procedures have two parts: organization and functioning. 

In the case of Financial Entities and Insurance Companies they have to fulfill requirements established in the Law N° 26702 and the Resolution SBS 600-98. In the case of Private Pensions Funds Administrators they have to fulfill the requirements of the Supreme Decrees N° 054-97-EF and N° 004-98-EF and in the Resolution N° 054-98-EF/SAFP (Title II of the Regulation Private Pensions Funds Administration Compendium).

In the case of CONASEV the companies must comply with the requirements established in Legislative Decree Nº 861, Nº 862 , Law Nº 26361, Law Nº 27635, Law Decree Nº 21907, 22014, 23186,  Law Nº 26361, Law Nº 27635 and complementary norms

According to the regulation mentioned above, to get a license it is necessary in first place to have bylaws adapted to the regulation, including the specific reference to the activities that firms seek to develop, besides that it is necessary to have a minimum capital (according to the type of financial entity) and a proved moral behavior. 

In order to get an Organization Authorization the following documents are needed:

· Request of Organization, attaching a project of the deed of social constitution; 

· The relation of the social statute, 

· Two market researches,

· Financial and management studies, and

· Current Guarantee Deposit Certificate constituted in a Peruvian financial institution. 

After the analysis, the SBS grants the Organization Authorization based on the studies realized about the information requested and the prior opinion of the Central Bank. 

Also the National Supervisory Commission of Companies and Securities will have to assess if the companies comply with the requirements set forth in the regulations, such as internal rules of procedure, and with the pledging of collaterals in some cases.
Finally, firms must accomplish additional requirements related to registered incorporations in the Public Registers, and fulfill additional requirements requested by SBS. Once the mentioned requirements have been fulfilled, SBS or CONASEV will grant the Functioning License.


	

	Foreign Entry


	No Changes


	Peruvian Constitution provides foreign and local investors the same legal treatment. Regarding our financial sector, and developing the constitutional enforcement, the Law N° 26702 establishes that foreign investment in financial companies has the same treatment as domestic capital, subject, if applicable, to international agreements on the matter. 

The establishment of foreign firms is duly regulated under Peruvian rules, and it always requires the authorization of the SBS or CONASEV. Accordingly, any foreign or local individual or entity that seeks to provide financial services must be incorporated as a stock company –except those whose nature does not allow it- and to begin operations in Peru, their organizers must secure an organization permission and business license from the SBS or CONASEV, and follow the procedure issued by the regulators.


	

	Discriminatory Treatment/

MFN


	No Changes


	There is no discrimination with respect to the 4 modes of supply: cross-border, commercial presence, consumption abroad and temporal movement of persons on banking and insurance companies.

The Law includes a provision that takes into account the principle of reciprocity under specific conditions.
	


