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COmmercial Banking Services
This note presents a list of regulations affecting trade in commercial banking services which are included in the OECD Services Trade Restrictiveness Index (STRI) database within the financial services sector. 
[bookmark: _Toc347414376][bookmark: _Toc347414436][bookmark: _Toc347415048][bookmark: _Toc347415065][bookmark: _Toc347415572][bookmark: _Toc347416501][bookmark: _Toc347477209][bookmark: _Toc347479776][bookmark: _Toc347481521][bookmark: _Toc347481570][bookmark: _Toc347483092][bookmark: _Toc354559702]Definition of the sector
Banking services are classified as part of the Financial Services sector in the W/120 classification (section 7B). The STRI covers the following commercial banking and related activities performed by credit institutions:
Acceptance of deposits and other repayable funds from the public 
Lending of all types, including, inter alia, consumer credit, mortgage credit, factoring and financing of commercial transactions 
Financial leasing
Payment and money transmission services  
Guarantees and commitments 
The database covers all modes of provision by foreign services suppliers. In practice, trade in banking services mainly takes the form of commercial presence (Mode 3) through the establishment of local branches or subsidiaries of foreign financial institutions. When a distinction is made in national laws and regulations, the focus of the sub-sector will be on commercial banks (rather than mutual savings banks or credit cooperatives) as the form of highest relevance to foreign providers. Cross-border supply (Mode 1) has historically been used primarily for commercial credit, trade finance and syndicated lending; but its scope is expanding with the development of e-banking, through foreign internet-only banks or the online provision of financial services by foreign entities without local commercial presence. Consumption abroad (Mode 2) and the presence of natural persons (Mode 4) are quantitatively less important in the case of banking services. 
Some countries have different degrees of liberalisation towards different trade partners, as a result of regional integration or of international agreements such as the OECD Codes of Liberalisation. In such cases, the STRI records the level of openness towards third countries and does not take into account preferential agreements. For instance, the database for European Union members records legal provisions applying to financial services suppliers from outside the European Economic Area.
[bookmark: _Toc347414377][bookmark: _Toc347414437][bookmark: _Toc347415049][bookmark: _Toc347415066][bookmark: _Toc347415574][bookmark: _Toc347416503][bookmark: _Toc347477211][bookmark: _Toc347479778][bookmark: _Toc347481523][bookmark: _Toc347481572][bookmark: _Toc347483094][bookmark: _Toc354559704][bookmark: _Toc347414378][bookmark: _Toc347415067]Restrictions on foreign entry 
Foreign equity restrictions: Maximum foreign equity share (%)
Foreign equity restrictions are defined as restrictions on the total equity share foreign natural or juridical persons can hold in a commercial bank incorporated in the country in question. The limit does not include additional indirect foreign ownership, e.g. through minority shares in local investment companies.  Where a higher foreign equity share is allowed for greenfield investments than for acquisitions of domestic banks, the higher limit is recorded under this measure and the additional restriction on acquisitions is recorded under “Restrictions on cross-border mergers and acquisitions”.
There are limits to the proportion of shares that can be acquired by foreign investors in publicly-controlled firms
 This refers to statutory and other legal limits and only applies if there is at least one bank controlled by a national, state or provincial government. By “controlled by” is meant that government holds at least a blocking minority or a golden share in the company. The equity threshold for “control” may vary between countries according to legislation on the required majority for certain corporate decisions. Such differences are taken into account when filling the database. A restriction is recorded if foreign investors are restricted from owning the shares in state-owned enterprises that are traded in the market, or if no shares of the state-owned enterprise are traded in the market. 
[bookmark: _Toc347414380][bookmark: _Toc347415069]Restrictions on legal form
Only joint ventures are allowed 
Foreign branches are prohibited
Restrictions on foreign branches
Restrictions on legal form apply when non-resident banks can only establish a commercial presence through a joint venture with a local firm, or when the establishment of branches of foreign banks is either banned or restricted. Limitations on foreign branches can take the form of a complete prohibition, i.e. a requirement that foreign banks supply the domestic market through locally incorporated subsidiaries; or branching may be allowed with restrictions such as limits on the business scope (e.g. foreign branches may not accept retail deposits), reciprocity conditions based on the nationality of the parent company, a ban on branches for systematically important financial institutions (SIFIs) only, or a requirement to convert branches into subsidiaries after a given time period. A limitation on foreign branches is considered as restrictive if it is applied regardless of the quality of home country supervision. It is not considered as restrictive if it is justified by deficiencies in home country supervision and applies only to the countries which do not meet an adequate supervision test, or whose supervisor does not co-operate with the host country supervisor (consistently with the interpretation of Article 9 of the Code of Liberalisation of Invisible Operations).
It is recognised that the definition of foreign branches may vary across host countries. In particular, there are two types of regulatory regimes that are commonly applied to branches of foreign credit institutions. In the first case, branches provide the wide range of wholesale and retail services open to domestic banks, and must be separately capitalised in a similar way to foreign subsidiaries. In the second case, branches are a means for foreign banks to enter only a segment of the market, typically excluding retail deposit-taking, at a lower financial and administrative cost. The STRI does not intend to discriminate between these two regimes. The regime is not considered restrictive if: (i) foreign branches are allowed to provide the full scope of banking services and must comply with capital and other prudential requirements no more burdensome than those imposed on domestic banks; or (ii) foreign branches have a limited scope of activities but are subject to significantly lighter capital and regulatory requirements than full-service domestic banks. The answer to “Restrictions on foreign branches” is “yes”, subject to the considerations detailed in the previous paragraph, if the scope of business of foreign branches is restricted without provisions offering a less costly form of establishment for branches, such as lower deposited capital, easier authorisation procedures or exemptions from some regulatory requirements.
[bookmark: _Toc347414381][bookmark: _Toc347415070]Requirements for board of directors and managers
Board of directors: majority must be nationals
Board of directors: majority must be residents
Board of directors: at least one must be national
Board of directors: at least one must be resident
Manager must be national
Manager must be resident
This set of measures refers to requirements that either the majority or at least one of the members of the board and the manager of a commercial bank established in the host country is national or resident therein. It captures the freedom foreign investors have to appoint board members and managers of their choice. Majority refers to simple majority. The question refers to legal forms that are required by law to have a board or equivalent (e.g. corporations).  
[bookmark: _Toc347414382][bookmark: _Toc347415071]Screening of foreign investments
[bookmark: _Toc347414383][bookmark: _Toc347415072]Screening explicitly considers economic interests 
This measure refers to cases where laws or regulations enable governments or regulators to alter or prohibit foreign investment projects, and the consideration of economic motives or economic interests is explicitly included in the criteria for approval. Screening for net economic benefits or for compatibility with economic interests can take the form of a prior approval requirement or the possibility of reviewing the investment ex post. A restriction is recorded under this measure if laws or regulations mandate the consideration of economic interests in the review of foreign investments, including for instance the impact of an investment on competition, employment, income or technology. Note that it is considered a restriction even if no firm hitherto has been denied market access under the regulation. 
Screening exists without exclusion of economic interests 
If laws or regulations enable governments or regulators to alter or prohibit foreign investment projects, and the consideration of economic motives or economic interests is not explicitly ruled out, it is recorded as a restriction in the database. Such screening can take the form of a prior approval requirement or the possibility of reviewing the investment ex post. Note that it is considered a restriction even if no firm hitherto has been denied market access under the regulation. The non-discriminatory requirements that all commercial banks must be licensed before they are allowed to operate and that the acquisition of a significant interest in a commercial bank requires approval are not considered as restrictions.
Memo: Screening threshold 
Reports the threshold above which a foreign investment project is subject to screening. The threshold may be set in terms of the amount invested, or in the case of mergers and acquisitions, the threshold may also be defined for instance by the number of employees, revenue or market share of the firm. 
Acquisition and use of land and real estate by foreigners is restricted
	This measure captures discriminatory treatment against foreign firms regarding the acquisition and use of land and real estate for commercial and residential purposes, which may act as a barrier to the commercial establishment of foreign firms. It covers also restrictions on agricultural land, provided these apply in a discriminatory manner. A simple notification to the authorities for statistical purposes is not considered a restriction, but a notification that has a similar effect as a prior approval will be recorded.
	Examples could include but are not limited to: complete prohibition on acquisition of land; prior or permanent residency requirement to purchase; prohibition or restriction to purchase land or obtain leases/concessions in border, coastal or protected areas; discriminatory requirements to obtain authorization or prior approval from the authorities before purchase, lease or concession can take place; limitation on the surface or type of properties a foreigner can acquire or lease, etc. 
Restrictions on the type of shares or bonds held by foreign investors
These measures require for instance that foreign investors hold only or partly shares with non-voting rights in commercial banks.
[bookmark: _Toc347414384][bookmark: _Toc347415073]Conditions on subsequent transfer of capital and investments
This measure entails: (i) restrictions on the conversion of funds to and from foreign currency; (ii) compulsory transfer of ownership to local firms over a given time period; (iii) whether there are restrictions on the free transfer of shares or other proprietary rights (beyond general financial and transparency criteria applying to acquirers of significant stakes in commercial banks); (iv) restrictions on foreign shareholders’ rights such as payment of dividends or reimbursement of capital upon liquidation; and (v) whether there are restrictions on the scale and scope of future expansions or downsizing. In particular, restrictions on the repatriation of profits to the head office of foreign branches or subsidiaries are recorded. Non-discriminatory limitations on dividend payments imposed on banks with insufficient capital or liquidity are not considered as restrictive.
[bookmark: _Toc347414385][bookmark: _Toc347415074]Restrictions on cross-border mergers and acquisitions (M&A)
This measure applies to specific restrictions on cross-border mergers and acquisitions (M&A) over and above general, non-discriminatory restrictions on M&A for competition reasons, if any. Regulations requiring approval of M&A for prudential reasons and specifying an objective set of criteria (financial soundness of the acquirer, transparent origin of funds, or similar criteria), in accordance with the Basel Committee’s Core Principles for Effective Banking Supervision 6 and 7, are not considered as restrictive provided they apply in the same way to domestic and cross-border M&A.
[bookmark: _Toc347414386][bookmark: _Toc347415075]Restrictions related to licences
Quotas or economic needs tests are applied in the allocation of licences
The number of operating banks may be limited by quotas or by economic needs tests that are applied as part of the licensing process at the national or regional level. Licence is understood as any form of authorisation and regulatory approval necessary to engage in banking business. Quotas and economic needs tests can be discriminatory or apply on a non-discriminatory basis to both domestic and foreign suppliers. Limits on the overall value of assets that foreign banks may hold (for instance stating that licences are not granted if the share of foreign banks in the banking system's assets goes beyond a certain threshold) are considered as a quota. Economic needs tests may include an assessment of the bank’s impact on employment, competition or more general requirements for public benefits. 
Criteria to obtain a licence are more stringent for foreign firms
This measure refers to criteria other than quotas and economic needs tests that discriminate against foreign banks in the licensing process. Examples of such criteria are a higher minimum capital threshold or higher initial deposit requirements for foreign subsidiaries than for similar domestic banks, or having maintained a representative office in the country for a given period of time. The measure deals with the existence of equal rules, but not necessarily with identical capital or deposit requirements: if requirements based on risk profile are applied according to the same principles to domestic banks and foreign subsidiaries but the latter are riskier, it is not recorded as a restriction as long as nationality is not in itself a criterion.
[bookmark: _Toc347414388][bookmark: _Toc347415077]Restrictions on the branch network
Laws or regulations may limit the number of branches that a bank can operate with a given licence, in a discriminatory or non-discriminatory manner. Quantitative or geographical limits on the expansion of the branch network inhibit the deployment of new and foreign banks and put them at a competitive disadvantage. Such limits can for instance take the form of a cap on the number of branches, an obligation to submit applications for new branches one by one, geographical restrictions or the non-automatic approval of new branches for banks already established and satisfying capital requirements and prudential criteria. 
[bookmark: _Toc347414389][bookmark: _Toc347415078]Restrictions on automated teller machine (ATM) networks
Access to a wide and geographically extended network of ATMs is a key component of competitiveness with respect to retail customers. Restrictions on new entrants’ ability to set up ATM networks arise for instance  if only domestic banks can establish their own ATM networks, if the number of on-premise or off-premise ATMs per bank is limited, or if the approval procedures for new ATMs are exceedingly burdensome (notably  if each ATM is treated as a separate branch in the licensing process).
Some financial products are reserved for statutory monopolies
Statutory monopolies and exclusive services suppliers may take the form of government or private monopolies and prevent market entry of foreign suppliers, but are typically confined to certain products such as subsidised savings products or specific classes of loans.
Some banking services are reserved for domestic suppliers
Discriminatory limitations on the scope of activities arise for instance if foreign banks are not allowed to issue credit cards; or if foreign banks are only allowed to participate in activities related to trade in goods, such as the provision of trade credit and foreign exchange and credit to foreign firms, but are not allowed to take deposits or extend loans to residents in domestic currency. These restrictions on operations close a large share of the banking market to foreign financial services suppliers and may discourage foreign market entry altogether. If foreign bank subsidiaries are allowed to supply all services open to domestic banks but foreign branches are not, the restriction is not counted here but under Restrictions on legal form (“Restrictions on foreign branches”).
[bookmark: _Toc347414392][bookmark: _Toc347415081]Performance requirements
This measure captures any requirement that banks must source inputs locally; give preferences to local suppliers; transfer technology or export.    
[bookmark: _Toc347414393][bookmark: _Toc347415082]Commercial presence is required in order to provide cross-border services
Deposit-taking
Lending
Payment services
	These measures refer to regulations that prohibit foreign banks from offering services in the country on a cross-border basis (mode 1): taking deposits from resident households or corporations, extending loans to resident households or corporations, and providing payment services such as issuing cards and acquiring merchants in domestic payment card systems. The cross-border supply of banking services is primarily directed to large corporate clients, but also and increasingly to a wider customer base through the provision of online financial services. The requirement for a local commercial presence or local legal incorporation effectively shuts down the local deposit market, the local lending market or the domestic debit or credit card payments market to cross-border financial services suppliers. Where a licence or authorisation by the supervisor is required to engage in the specified type of activity, there is no commercial presence requirement if such authorisation can be obtained without a local establishment, at least for part of the market including large commercial deposits and loans, provided prudential conditions are satisfied (e.g. being subject to adequate home country supervision). If cross-border transactions are only allowed at the customer’s initiative, but banks established out of the country cannot be allowed to direct, market or promote services to residents, it is recorded as a commercial presence requirement. Anti-money laundering measures and obligations to report transactions for tax purposes are not considered as restrictive.
Local presence is required for cross-border supply
       This measure records cases where there is no commercial presence requirement for some or part of a type of services provided. However, cross-border services can only be supplied when some form of local presence is established in the country (e.g., a representative office or residency), but not a commercial presence. It also captures regulations requiring that part or all of cross-border transactions go through a locally established agent. 
Limitations on cross-border transfers by customers
Restrictions on cross-border capital flows include exchange control regulations or approval requirements which limit the ability of resident persons and firms to open accounts with non-resident banks at their own initiative and transfer deposits or interests payments to and from foreign countries. Anti-money laundering measures and obligations to report transactions for tax purposes are not considered as restrictive.
Restrictions on internet banking
The provision of banking services over the internet is an important means of entry for new suppliers, in particular through the development of internet-only “virtual” banks. As incumbent domestic banks typically enjoy a wider network of physical outlets, new entrants and foreign banks often use internet banking as an effective strategy of market entry, either through commercial presence or through cross-border supply. Hence, limitations on internet banking tend to put entrants at a disadvantage and hinder competition in the retail banking sector.  
Cross-border data flows
Digital information transfers form a growing part of economic transactions. Regulations on such transfers can impact the operation of business entities, especially when these rely on cross-border data transfers in their services supplies. This measure captures regulations governing the cross-border transfer of personal data, and distinguishes between the following measures: 
· Memo: Free cross-border transfer of personal data or application of the accountability principle. This measure captures a policy of free data transfer abroad, subject only to the continued accountability of the local data exporter for any misuse of the data sent abroad. 
· Memo: Cross-border transfer is possible when certain private sector safeguards are in place. Transfer of data can be permitted when certain safeguards are put in place by the data sender. This includes seeking the consent of the data subject prior to the transfer, the conclusion of contracts following pre-defined models, adoption of codes of practice or binding corporate rules. The application of such safeguards may be subject to approval from the data protection authorities of the data exporter. 
· Cross-border transfer is possible to countries with substantially similar privacy protection laws or after consent by government authority. This measure foresees that transfer is permitted if the destination country ensures adequate data protection which means an essentially equivalent level of protection to that applied in the exporting country. The laws of the recipient country need not, however, be identical to the laws of the exporting country but should be substantially similar. This measure also covers authorisation or approval requirements by government authorities in order to transfer data abroad. 
· Certain data must be stored locally: This measure captures the requirement that certain types of data relevant for business operations in the sector must be stored within the country. 
· Cross-border transfer of personal data is prohibited. This measure applies if there are requirements that all personal data collected in the country must be stored and/or processed locally. As such, this measure is different from the previous one in that it captures general prohibitions on transfer as opposed to prohibitions affecting only certain types of data.
Other restrictions 
[bookmark: _Toc347414395][bookmark: _Toc347414438][bookmark: _Toc347415050][bookmark: _Toc347415084][bookmark: _Toc347415575][bookmark: _Toc347416504][bookmark: _Toc347477212][bookmark: _Toc347479779][bookmark: _Toc347481524][bookmark: _Toc347481573][bookmark: _Toc347483095][bookmark: _Toc354559705]	Other restrictions cover any market access limitation not captured by the standard measures. 
Restrictions to the movement of people
[bookmark: _Toc347414397][bookmark: _Toc347414439][bookmark: _Toc347415051][bookmark: _Toc347415086][bookmark: _Toc347415576][bookmark: _Toc347416505][bookmark: _Toc347477213][bookmark: _Toc347479780][bookmark: _Toc347481525][bookmark: _Toc347481574][bookmark: _Toc347483096][bookmark: _Toc354559706]Measures under this heading distinguish between intra-corporate transferees, contractual services suppliers and independent services suppliers.  These categories are commonly found in GATS schedules and regional free trade agreements and some OECD countries use these terms in their legislation or regulation. The definitions of the three categories are as follows (based on WTO):
Intra-corporate transferees (ICT) work for an enterprise established in the territory of a Member [of the WTO] and are transferred to the enterprise’s commercial presence in the territory of another Member in the context of the supply of a service, often as executives, managers or specialists. Executives direct the management, have wide latitude in decision-making, are supervised only by board of directors or stockholders and do not provide service directly.  Managers direct organisation or department, hire/fire, have day-to-day discretion and supervise other staff.  Specialists have essential knowledge at advanced level of expertise and proprietary knowledge of organisation
Contractual service suppliers (CSS) are employees of a juridical person (which has no commercial presence in the host Member) who supply a service on the basis of a contract their employer has concluded with a consumer in host Member.  The employee receives remuneration from the employer while abroad, has appropriate educational and professional qualifications and may not engage in other employment.
Independent professional (IP) is a self-employed person based in the territory of another Member who supplies a service on the basis of a services contract with a consumer in the host Member.  IP has appropriate educational and professional qualifications.
In principle, the measures do not cover foreign natural persons seeking access to the local employment market on a permanent basis. However, when countries do not use the above terms in their regulation, the STRI database is filled on the basis of the regulations that come closest to the definitions. The comment column explains which visa categories are assumed to correspond to the ICT, CSS and IP categories respectively.
Temporary movement of natural persons is restricted by quotas
A quota is defined as a numerical limitation, in the form of an absolute number or a percentage, to temporary movement of natural persons providing commercial banking services. A restriction is noted if there is a horizontal quota under which financial services providers fall, or a quota on certain skills categories to which financial services providers belong. Quotas are typically set annually based on an assessment of labour market conditions.  The measure captures the discretion a country has to set binding quotas e.g. in economic downturns or otherwise when there is excess supply of local banking services providers. 
Temporary movement of natural persons is restricted by labour market tests
 Labour market test is a mechanism of protection of local labour market. It is created to determine whether suitably qualified local workers are available (or could easily be trained to do the work). They typically involve seeking advice from industry representatives and government agencies to determine current skill shortages. A labour market test can also include the following factors: demand of skills and/or qualifications, a requirement that the salary or other forms of earnings should be similar to the going local wage/earnings for similar work, economic impact of the worker and advertisement of the position. Even if there is only one of these factors, it is considered a labour market test. A positive or negative list of shortages is considered a restriction by itself as well.
Duration of stay for natural persons is limited to (months)
The number of months refers to the time limit of the initial work/residence permit which is given prior to entry, and does not include number of months of possible extension.     
Other restrictions 
Other restrictions cover any limitation on movement of natural persons not captured by the standard measures
Other discriminatory measures 
[bookmark: _Toc347414398][bookmark: _Toc347415087]Foreign suppliers are treated less favourably regarding taxes and eligibility to subsidies
Discriminatory tax treatment relates to higher direct or indirect taxes charged to foreign providers of financial services in the host market. It also includes differential tax treatment of consumers or corporations contracting with foreign banks, such as differences in the tax deductibility of interest payments, or in income tax exemptions for specific savings products. Subsidies refer to government support granted only or more favourably to local banks in the local market. They may take the form of grants, loans at preferential rates, direct and indirect tax incentives, or provision of goods or services by the government at prices below market levels. Withholding taxes is not considered a trade restriction unless above the applicable tax rate.
Restrictions on public procurement

· Explicit preferences for local suppliers

Explicit preferences relate to outright discrimination through: (i) domestic price or other preferences; and/or (ii) imposition of conditions to foreign contractors to source inputs locally for selection of tenders and contract award. Such offsets may cover, among others, requirements to use local products or services as inputs, hire local personnel, or subcontract a part of the awarded work to local entities. This measure also covers instances where access to procurement markets for foreign suppliers is prohibited unless reciprocity conditions apply in the foreign supplier’s country.
· Procurement regulation explicitly prohibits discrimination of foreign suppliers

Apart from explicit preferences, public procurement regulations may not explicitly prohibit discrimination of foreign suppliers, thereby providing the authorities with flexibility to extend treatment for procurement contracts only to domestic providers or to members of a bilateral, regional or plurilateral agreement (notably the WTO Government Procurement Agreement).

· The procurement process affects the conditions of competition in favour of local firms 

Explicit or implicit discrimination in the procurement process can be one or more of the following:

i. Technical specifications based on design or descriptive characteristics rather than performance; and/or specifications not based on international standards when they exist or on established national standards.   

ii. Conditions for participation in tendering procedures not limited to what is necessary to fulfil a given contract. Such conditions include both financial guarantees and technical qualifications of suppliers.  In particular, best practice is to judge the financial, commercial and technical capacity of a supplier on the basis of both that supplier’s global business activity as well as its activity in the host market.  

iii. Procurement entities do not award contracts to capable suppliers on the basis of either the lowest tender or the most advantageous as set forth in the notice; and/or a law or regulation is not in place to question abnormally low tenders.

iv. The law or regulation does not allow foreign suppliers to challenge procurement process and procedures to ensure fairness in the application of the process.

Memo: thresholds above which tender is mandated
	This memo captures whether thresholds (or minimum estimated values) above which tender is mandated are in place. Thresholds may refer to domestic or international tenders; they may also differ depending on e.g. the contracting authority involved. In both cases, the different thresholds will be included and expressed in US dollars.
[bookmark: _Toc347414400][bookmark: _Toc347415089]Memo: The procurement process below the value thresholds affects the conditions of competition in favour of local firms
              This memo captures the procurement regime applied towards foreign suppliers below the value thresholds. It covers instances where foreign suppliers do not have access to the procurement market below these thresholds as well as instances where regulations give preference to local suppliers (e.g,. through direct tendering where the contracting authorities award contracts without competition or through limited tendering where the authorities invite bids from suppliers of their choice).   
Restrictions on extending loans or taking deposits in foreign currency 
Although restrictions on foreign currency transactions can be imposed to avoid currency mismatch in banks’ balance sheets, they have discriminatory effects. Foreign branches often rely on cross-currency funding from their parent institution. When deposits or loans in foreign currency are prohibited or limited, foreign banks are likely to be the most affected by the restriction as they are more reliant on foreign currency income and hedging.
[bookmark: _Toc347414402][bookmark: _Toc347415091]Restrictions on lending to non-residents for domestically licensed banks
Foreign banks often follow their multinational customers and may wish to establish a presence in a region through a hub branch that would also serve neighbouring countries. They may also use foreign branches or subsidiaries to lend in the host country’s currency to clients located in its home country (exporting firms in particular). Regulations against lending to non-residents create barriers to pursuing such strategies.  
Restrictions on raising capital domestically for foreign banks
This measure captures the access of foreign banks to local capital, in particular through the issuance of domestic securities and access to short-term funding on the interbank market. Restrictions on raising equity and issuing bonds in the host country’s securities market can hamper the ability of foreign subsidiaries to fund their activities efficiently. Requirements to fund affiliates’ operations locally are also captured under this measure.
[bookmark: _Toc347414403][bookmark: _Toc347415092]Discriminations in the access of foreign-owned banks to the central bank discount window
The central bank discount window is an important source of short-term liquidity for financial institutions. Access to the domestic discount window on a non-discriminatory basis is part of guaranteeing that foreign-owned banks are offered equal funding conditions to domestic banks.
[bookmark: _Toc347414408][bookmark: _Toc347415097]Non-discriminatory access to payment systems
Wholesale payment systems
Retail payment systems
Access to network infrastructures such as payment and clearing systems is essential for branches and subsidiaries of foreign banks to conduct their daily operations and process payments. Both wholesale payment systems (large-value interbank transfers) and retail payment infrastructure (small-value payments between individuals, companies and governments) are considered. Equal access is granted if it is based on objective, publicly disclosed and non-discriminatory criteria for participation as well as non-discriminatory fees. If foreign-owned banks and branches can only be indirect participants in payment systems through a local sponsor but cannot be granted direct access, and there are no objective and verifiable rules to grant new entrants a right of access to sponsorship by one of the incumbent banks, this is recorded as discriminatory. Regulations that limit access to payment systems on the basis of the ability of credit institutions to cover their liabilities through collateral and liquid assets, and to build and maintain the systems required to participate directly, are not considered as restrictions as long as the technical and prudential criteria are applied similarly to domestic and foreign banks. Similarly, a requirement to maintain an account with the central bank in order to participate is not considered as restrictive. 
[bookmark: _Toc347414410][bookmark: _Toc347415099]Deviation from international standards
Risk weighting and calculation of the capital adequacy ratio (Basel Committee on Banking Supervision)
Accounting rules for regulatory reporting (International Financial Reporting Standards)
Transparency and anti-money laundering/combating the financing of terrorism (AML/CFT) rules (Financial Action Task Force 40)
These measures record whether national laws, regulations or relevant standard-setters require the use of or have adopted the international standards on the calculation of risk-weighted assets (Basel “2.5”), accounting rules and AML/CFT measures. The adoption of international standards reduces the cost of compliance for financial institutions operating in several countries. Conversely, inconsistencies with international standards, for instance regarding accounting practices, impose a burden on foreign banks which have to keep accounts and report to supervisory authorities according to several conflicting sets of rules. Minimum capital requirements set higher than the Basel II or Basel III ratios, and other ways in which regulations may go above international minimum standards, are not considered as restrictions.
Other restrictions 

Other restrictions cover any discriminatory measures not captured by the standard measures.

[bookmark: _Toc347414411][bookmark: _Toc347414440][bookmark: _Toc347415052][bookmark: _Toc347415100][bookmark: _Toc347415577][bookmark: _Toc347416506][bookmark: _Toc347477214][bookmark: _Toc347479781][bookmark: _Toc347481526][bookmark: _Toc347481575][bookmark: _Toc347483097][bookmark: _Toc354559707]Barriers to competition 
Decisions by the regulatory body can be appealed
This measure captures whether decisions by the regulatory body, e.g. licensing and other decisions by the financial supervisor, can be appealed by an affected party to an independent body. In particular, this measure aims to capture whether there is an effective appeal procedure in place, either in the form of administrative or judicial redress, with an impartial and independent body. Any factor that hinders the effectiveness of the appeal by an affected party is considered restrictive (e.g., the decision taken by the first instance body is final, there are factors jeopardising the impartiality of the appeal body, etc.). Furthermore, this measure captures also any other condition attached to a right of appeal which renders the exercise of that right impractical because they expose the complainant to severe and unreasonable financial consequences (e.g., excessive appellate bonds or other forms of collateral are necessary in order to appeal).
[bookmark: _Toc347414413][bookmark: _Toc347415102]Firms have redress when business practices restrict competition in a given market
This measure relates to the extent and channels through which firms can have redress when business practices (e.g. by local firms with a strong market position) restrict competition.  Examples of channels open to firms are competition agencies, trade policy bodies, regulatory bodies or through private rights of action. 
[bookmark: _Toc347414414][bookmark: _Toc347415103]National, state or provincial governments control at least one major firm in the sector
Major commercial bank means one of the 5 largest commercial banks in the country by volume of assets or deposits.  Government control means that the government holds at least a blocking minority or a golden share in the company. In some countries, state ownership of a major bank has been the result of resolution during the financial crisis rather than an institutionalised situation. The STRI records the current state of public ownership in all sectors, but the database will be updated as temporary public stakes in banks are wound up. 
[bookmark: _Toc347414415][bookmark: _Toc347415104]Publicly-controlled firms are exempted from the application of the general competition law
This measure applies only if there is at least one bank controlled by national, state or provincial government. Exclusion results from actions by the courts, legislature or government to remove publicly-controlled firms from the general competition law or the competition agency's jurisdiction. Exemptions arise under the competition law and represent decisions by the enforcement body or others about how the law should be applied.
[bookmark: _Toc347414417][bookmark: _Toc347415106]Restrictions on pricing and services
Contractual interest rates on loans are regulated 
Default interest rates on loans are regulated 
Interest rates on deposits are regulated
This measure captures instances where interest rates are regulated by government for one or more types of credit services or savings accounts, and on some or all categories of borrowers or depositors. Maximum, minimum or recommended rates are recorded. Interest ceilings and floors may differ depending on the type and length of the loan, and may be set in absolute nominal terms or relative to a reference market rate. General rules prohibiting usury are not recorded as restrictive. Legal provisions that regulate the terms of the contract strictly for consumer protection purposes, such as information and disclosure requirements, are not considered as restrictions. 
[bookmark: _Toc347414418][bookmark: _Toc347415107]Approval by the regulatory authority required 
For new products or services
This measure records regulations that compel banks to seek formal approval before introducing a new financial product, within a class of banking services for which they are already authorised. Such requirements impose additional costs on commercial banks and limit the scope of services that can be provided by a licensed bank. It is not listed as restrictive if it applies exclusively to the provision of a new class of financial services by banks already operating in one or several other classes.
For new rates or fees
 This measure records regulations that require commercial banks to seek formal approval before setting rates and fees for new financial products or services, or before modifying existing rates and fees.
[bookmark: _Toc347414419][bookmark: _Toc347415108]Directed credit schemes
Directed credit measures require that private banks allocate a minimum share of their loan portfolios to specific regions, activities or social groups. Directed credit programmes may be part of industrial policy (SMEs, priority sectors) or target social policy goals (low-income households, housing, rural areas). Subsidies and the tax deductibility of interest rates on certain loans are not considered in this question, as long as they do not constrain the ability of banks to freely determine the composition of their credit portfolio.
[bookmark: _Toc347414420][bookmark: _Toc347415109]Early repayment conditions and fees are regulated
Early repayment allows borrowers to switch credit providers and take advantage of competitive conditions in credit provision. It is used in particular to refinance mortgages and personal loans at lower interest rates. Early repayment charges are justified by the need to compensate lenders for potential losses incurred from downside interest risk. However, they may also lock borrowers in an existing contract even though competitors may offer better credit terms. Legal limits on early repayment conditions, in particular stating that early repayment should be allowed and that early repayment penalties should not be excessive with regard to the lender’s actual loss, support market entry and competition in these market segments. Note that the absence of regulation in this area, either through specific legal provisions or through enforcement by the competition authorities, is considered a barrier to competition.
[bookmark: _Toc347414421][bookmark: _Toc347415110]Product tying is regulated
Examples of product tying are making the provision of credit by a bank conditional on the purchase of credit insurance from the bank itself or its insurance affiliate (for personal or commercial loans), or on the purchase of debt underwriting services from the bank’s investment affiliate (for large corporate loans). Product tying can have the effect of restricting competition. Therefore, the absence of regulation of product tying in the banking sector, either through specific legal provisions or through general competition law and enforcement by the competition authorities, is considered a barrier to competition.
Existence of a collateral registry with equal access of all lending institutions 
A unified collateral registry or securities interest registry allows lenders to check, before extending a collateralised loan to a natural or legal person, whether the asset is already pledged. It should cover a minima land, real estate and large commercial assets (e.g. ships, aircrafts), and make the information available in a non-discriminatory way to all financial institutions undertaking secured credit-granting activities in the country.
Existence of a credit registry with equal access of all lending institutions
A credit registry or credit bureau records financial information on borrowers and default history reported by banks and other credit providers. Equal access to credit information supports competition in retail banking. Restrictions to competition arise for instance if membership criteria or fees discriminate against smaller players (e.g. where credit registries are owned by large domestic banks and impose different rights and obligations to owners and non-owners), or against foreign banks (e.g. requirement for a commercial presence or reciprocity conditions for membership).
Restrictions on advertising
If financial services providers are restricted in advertising their products, then new entrants in the sector may find it difficult to gain market shares from incumbent competitors. The need for regulation to protect consumers is however recognised. For instance, regulations requiring that advertising must not be misleading are not regarded as a restriction. Restrictions or prohibitions on advertising banking services to consumers can concern specific types of services (e.g. revolving credit) or specific means of promotion. A prohibition of comparative advertising constitutes a restriction.
[bookmark: _Toc347414424][bookmark: _Toc347415113]Independence of the supervisory authority
The supervisor has full authority over licensing and  the enforcement of prudential measures 
The government can overrule the decisions of the supervisor
Length of term of heads of the supervisory authority 
The government has discretionary control over funding of the supervisory agency
In countries where several authorities are involved in banking authorisation and supervision, “supervisor” is understood as all relevant supervisory authorities. A non-independent supervisory authority creates a less predictable policy and regulatory environment for regulated banks. A supervisor and/or regulator lacking independence towards the government may also unduly favour domestic banks over foreign providers. The Core Principles for Effective Banking Supervision issued by the Basel Committee highlight the importance of a legal framework giving the supervisory authorities clear objectives, the necessary powers to achieve these objectives (Core Principle 1), and guarantees the independence of supervisors (Core Principle 2). 
The first two measures assess whether the supervisor possesses operational independence, i.e. whether legislation grants supervisory authorities full discretion to take any decisions or actions necessary to authorise banks, conduct on-going supervision and undertake corrective actions without government interference. If the supervisory authority is an entity of a Ministry, these two measures as scored as restrictive. The last two measures relate to management and budget independence.  
Other restrictions
Other restrictions cover any barriers to competition not captured by the standard measures.

[bookmark: _Toc347415578][bookmark: _Toc347416507][bookmark: _Toc347477215][bookmark: _Toc347479782][bookmark: _Toc347481527][bookmark: _Toc347481576][bookmark: _Toc347483098][bookmark: _Toc354559708]Regulatory transparency 
[bookmark: _Toc347414425][bookmark: _Toc347415114]There is a legal obligation to communicate regulations to the public within a reasonable time prior to entry into force
The measure relates to the legal obligation of countries to publish laws, regulations, and administrative decisions prior to entry into force, allowing a reasonable period of time between publication and their effective date, so that foreign suppliers may become acquainted with relevant regulations. A transparent regulatory process is one of the principles of the OECD Policy Framework for Effective and Efficient Financial Regulation. International best practice is to publish new regulation within a specified time frame prior to its effective date, preferably on the internet. A period of 14 days is considered to be a reasonable time between publication and entry into force of laws and regulations.
[bookmark: _Toc347414426][bookmark: _Toc347415115]There is an adequate public comment procedure open to interested persons, including foreign suppliers
This measure captures whether there is a prior notice and public comment procedure open to interested persons, including foreign suppliers, and/or the regulator has a formal mechanism for consultation with stakeholders that is open to foreign private parties. Draft regulations are posted on the internet or otherwise published in a manner that makes them accessible for all financial services suppliers, and suppliers are allowed to comment on the regulation before it is being implemented. This procedure should be mandated by law. Appropriate public consultation procedures by which all interested parties have the opportunity to provide input are part of the OECD Policy Framework for Effective and Efficient Financial Regulation.
[bookmark: _Toc347414427][bookmark: _Toc347415116]Range of visa processing time (business days)
This measure captures the ease of business travel, which may be an important complement to cross-border supply and commercial presence in financial services. The information entailed in this measure is the number of days it takes on average to process a visa application for business visitors.  The number of days may depend on the country of the applicant. India is an important exporter of services and most countries require a visa for Indian business travellers. To make the measure as comparable across countries as possible, information on average number of visa days obtained from the country in question’s embassy website in India have been chosen as source. If commercial banking services providers are subject to special treatment, this is reported otherwise it is a horizontal measure. For India the time for obtaining a visa online is recorded.   
Multiple entry visas are allowed for business visitors
This measure captures regulations allowing multiple entry visas for business visitors travelling to the host country for business and investment purposes
Number of documents required and costs for a visa (number, in USD)
This measure also captures the ease of business travel. The information entailed in this measure is the total number of documents required and costs for a visa. This measure includes a reference/invitation letter or an existing business partnership agreement as a proof of the commercial nature of the temporary visit.
The number of documents and costs may depend on the country of the applicant. In order to have comparable data, information on documents and costs is gathered from all countries’ embassies in India.    
Number of working days to complete all mandatory procedures to register a company
The measure includes the number of working days it normally takes to register a foreign subsidiary, including pre-registration and registration procedures. Together with the next two measures, it addresses efficiency in implementation of regulation. The measure is horizontal and the source is the World Bank Doing Business Survey.
Total cost to complete all mandatory procedures to register a company 
The measure includes all the fees and charges that a company has to pay for pre‑registration and registration procedures.  It does not include the cost of the investors company’s time or foregone profits. The measure is horizontal and the source is the World Bank Doing Business Survey.
Number of mandatory procedures to register a company
The measure includes all the mandatory pre-registration and registration procedures to register a company. The measure is horizontal and the source is the World Bank Doing Business Survey.
[bookmark: _Toc347414428][bookmark: _Toc347415117]Licences are allocated according to publicly available criteria
This measure captures whether laws and regulations specify the criteria for approval to operate as a commercial bank. Non-transparent criteria for licence allocation allow discretionary behaviour of the issuing authority and reduce the security and predictability for foreign providers of banking services.
Applicants must be informed of the reasons for denial of licenses
This measure records whether there is a legal obligation to inform applicants of the grounds for denying an application to establish a commercial bank or a branch of a foreign bank, or to acquire control of an existing bank.
There is a maximum time allowed to the regulator for decisions on applications 
This measure records whether laws or regulations specify a time frame within which the regulatory authority has to decide on a bank’s application to be licensed or authorised in the country. The standard set by the OECD Codes is 6 months from the date of which the application has been completed. 
[bookmark: _Toc347414430][bookmark: _Toc347415119][bookmark: _Toc347414429][bookmark: _Toc347415118]Time (years) and cost (%) of resolving insolvency
· Time of resolving insolvency (in years)
· Cost of resolving insolvency (in % of the estate’s value)
The time and cost of dealing with defaults address the contractual environment in which banks operate and the procedural and administrative bottlenecks in the bankruptcy process. The protection of creditors enforced by bankruptcy law and administrative or judiciary procedures is particularly relevant for new entrants and foreign lenders with limited ex ante access to informal borrower information. These indicators are provided in the World Bank’s Doing Business database. 
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[bookmark: _Toc347414329][bookmark: _Toc347414431][bookmark: _Toc347415044][bookmark: _Toc347415056][bookmark: _Toc347415563]9

