South African Reserve Bank

Contents

Chapter 1: Registrar of Banks’ review ............cccccoiiiiiiiiiiiee, 1
High-level overview of the banking SECIOr .........ccvviiviiiiiiiiiii e 1
International Monetary Fund Basel Il assessment..........ccvi, 3
TS0 115> 1) P 4

Compliance with anti-money laundering and the combating of the

financing of terrorism standards ... 5
International Conference of Banking SUPENVISOIS ..........ccouiiiiiiiiiiiiiiiiiiiiiie 8
Financial Sector Assessment Program ........cccccccivicc 10
International Monetary Fund Article IV Consultation ............cccccveeiieeiiiiiiinnnnen. 13
National Treasury initiative on Islamic financial Services ..........cccoceeeviiiiiiiiinnnnn. 15
SKills AeVEIOPMENT ... 15
Issues to receive particular attention iN 2009 ........ccccooiii 17
EXPression Of gratitUde .........vvvvviiieiiiiii e 18
INOTES .t 18
Chapter 2: Current issues in banking SUPErVIiSioN ..........cccvvveeiiiieeeeeeeeeeninnns 19
Revised regulatory and supervisory approach .....cccocccceevvvviiiiiniieee e 19
Use of external QUAITOIS ........iiiiiiiiiiiiie e 19
Internal capital-adequacy assSesSSMENt PrOCESS .......vveevvviiieeiiiiieeeviie e e 20
CIEAI FISK .1ttt 21
OPEIAtIONAI FISK ...t 26
Consolidated SUPEIVISION ....viviiiiiiiiiiiee e 31
Stress testing the South African banking system.........ccccccvvvviiiiiiiiiiiiiiiie, 31
The Department’s own stress tE€SHNG ...vvvvvvvriiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeee 38
INOTES . 41
Chapter 3: Developments relating to banking legislation .............................. 42
The Banks Act, the Regulations relating to Banks, the Branch Regulations
and the Securitisation NOTICE ... 42
Chapter 4: Banking-SECIOr OVEIVIEW .........ccueiiiiiiiieieeiiieee e 44
1. INTFOAUCTION . 44
2. Structural features of the banking SECIOr .......uuvviviiiiiiiiiiiiiiiiii 44
3. BalanCe SNEEL .......viiiiiiiicee 46
4. Off-balance-sheet aCtivIties..........uuiiiiiiiiiii e 54

Annual Report 2008 Bank Supervision Department

Vii



South African Reserve Bank

B, Profitability ..o e 55
B. Capital dEGUACY .....cooiviiiiiiiiie e 61
A I o [0 11 41 PSPPSR 63
S T O =T 1 g1 PP SSPPPPRRN: 65
9. MAIKEL MSK 11ttt e 73
N[ T PP 77
Appendices

Organisational structure of the Bank Supervision Department ...................... 80

2 Registered banks, mutual banks and local branches of foreign banks
as at 31 December 2008.........cciiiiiiiiieeeiiic e 81

3 Name changes and cancellation of registration of banks and
branches of foreign banks during the period 1 January 2008 to

31 December 2008.......ccoiiiiiiie e 83
4 Registered controlling companies as at 31 December 2008 ..........ccccoeeeeennnn. 84
5 Foreign banks with approved local representative offices..........ccooevvviiiieeen.n. 85
6 Selected information on South African banks: Tables 1-24..........ccccccceeeine 87
7 Directives, circulars and guidance notes sent to banking

iNStitutions during 2008 .......coooiiiiii e 102

Exemptions and exclusions from the application of the Banks Act, 1990 ..... 103

Approval of acquisition or establishment of foreign banking interests in
terms of section 52 of the Banks Act, 1990, from 1 January 2008 to
31 DeCEMBDEr 2008... ... i 104

10 Memorandums of understanding concluded between the Bank
Supervision Department of the South African Reserve Bank and foreign

supervisors as at 31 December 2008 ..........vviiiiiiiiiieiieiiiee e 106
ADBDIEVIAtioONS . ... 107
GIOSSANY .t 108

Annual Report for the calendar year ended 31 December 2008 in terms of section 10 of
the Banks Act, 1990 (Act No. 94 of 1990) and section 8 of the Mutual Banks Act, 1993
(Act No. 124 of 1993).

This report presents an overview of the objectives and activities of the Bank Supervision
Department of the South African Reserve Bank, with particular reference to the period
1 January 2008 to 31 December 2008.
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