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INTERNATIONAL BRIEFING

{ AROUND THE WORLD IN 30 DAYS }

BoE BUFFER; ECB POLICY; INFRASTRUCTURE FUNDS
UK CENTRAL BANK 
RAISES BUFFER
The Bank of England has told 
lenders in the UK that they 
must set aside a combined 
£11.4bn to protect against the 
risks of a downturn.

The bank told UK lenders 
it would increase the 
‘countercyclical capital buffer’ 
from zero to 0.5% of risk-
weighted assets as a means of 
increasing resilience across the 
sector, against a backdrop of 
mounting levels of consumer 
debt. The bank predicted the 
buffer would need to reach 
1.0% by the end of the year. 
Lenders have 18 months to 
raise the capital needed to 
create the buffer. 

The Bank of England joins 
a small group of jurisdictions 
that have triggered a capital 
buffer. Hong Kong and 
Sweden’s central banks have 
also taken the measure. 

ECB HINTS IT  
WILL EASE POLICY
The yields on sovereign 
bonds in the eurozone 
increased and the euro rose 
to its highest level against 
the dollar, as European 
Central Bank president Mario 
Draghi announced that 
the bank would cautiously 
begin withdrawing stimulus 

measures. The bank would 
have to gradually adjust 
monetary policy in line  
with the economic recovery, 
Draghi said, as signs of 
economic recovery remain 
muted. The ECB has  
been under pressure to  
tighten monetary policy  
in the face of improving 
economic indicators.

IFC RAISES $500M 
FOR PROJECTS 
World Bank Group  
member IFC has signed an 
agreement with Eastspring 
Investments, the Asian  
asset-management business 
of Prudential, to raise  
$500m towards a programme 
that mobilises funds from 
institutional investors for 
infrastructure projects in 
emerging markets. 

The agreement marks 
the first involvement  
of an Asian investor in 
the MCPP Infrastructure 
programme, which  
seeks to raise $5bn from 
global institutional  
investors to modernise 
infrastructure in emerging 
markets by 2021, opening  
up new capital flows to 
improve energy, water, 
transportation and  
telecoms systems.

{ KEY FINDINGS FROM 
THE EY GLOBAL  
CAPITAL CONFIDENCE 
BAROMETER }

64% see the global 
economy improving

56% intend to acquire 
in the next year

64% are looking to cross-border 
deals to secure market access and 
grow their customer base

97% expect global corporate 
earnings to accelerate or stay stable

69% cite geopolitical or  
emerging policy concerns as the 
greatest risk to their business

THE
STATS

{ REGULATION }

TREASURER GROUP CALLS FOR 
AUTHENTICATION WATCHDOG 

The European Association 
of Corporate Treasurers 

(EACT) has said that  
EU regulators should  
create either a new agency  
or a continent-wide  
network of specialist  
bodies tasked with  
managing anti-fraud 
authentication processes.

In its response to a 
European Commission 
consultation on the EU’s 
regulatory management of 
fintech, the EACT wrote:  
“A pan-European, centralised 
service – or a network of 
interconnected national 
services providing secure 
identification – would 
considerably reduce the risk 
of malicious impersonation 
and fraud.”

Currently, these measures 
are, in practice, carried out 
by large tech companies, 
such as the internet service 
providers that provide 
digital certificates. However, 
as the EACT points out: 
“These organisations do not 
guarantee security standards, 

transparency or privacy 
rights. There is a need for 
international cooperation  
at state level to address  
this key issue; otherwise 
multiple standards and 
practices will lead to 
fragmentation of solutions 
and the diversity will leave 
loopholes to fraudsters.” 

In its response to the 
consultation, the EACT 
stated: “Such a fundamental 
topic as identity should 
not be left to private 
organisations, but should 
be dealt with by states. The 
current status of digital 
identity is comparable to  
a situation where passports 
or identity cards are issued 
by private organisations.”

The Bank of England 
wants lenders to set 
aside £11.4bn to counter 
the risks posed by 
consumer debt 
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{ CONTEXT OF TREASURY }

OECD TAX INITIATIVE WILL BENEFIT MULTINATIONALS
 A large majority of CFOs and tax 
directors polled by global tax adviser 

Taxand believe the OECD’s Base Erosion 
and Profi t Shifting (BEPS) initiative, 
formally signed off  in Paris in June, 
will benefi t multinationals.

The initiative is principally aimed at 
closing gaps in existing international 
rules that allow corporate profi ts to 
be artifi cially shifted to low- or no-tax 
environments where the companies 
concerned have little or no economic 
activity. However, as well as combating 
tax avoidance, the initiative seeks to 
improve tax dispute resolution.

Key upsides of the initiative are 
that it helps avoid double taxation 

for enterprises operating across multiple 
tax jurisdictions and improves the means 
of resolving disputes when authorities 
in diff erent countries attempt to tax 
the same income stream. In a poll of 
delegates at a Taxand conference in 
Frankfurt, 78% said the multilateral 
instrument will bring long-term 
benefi ts in this respect.

More than 100 countries have 
participated in the BEPS initiative. 
The OECD estimates that tax revenue 
losses that arise from corporate entities 
artifi cially moving profi t centres come 
to between $100bn and $240bn annually 
– the equivalent of between 4% and 10% 
of global corporate income tax revenues. 

In a keynote speech, OECD 
secretary-general Angel Gurría said: 
“The signing of this multilateral 
convention marks a turning point 
in tax treaty history. We are moving 
towards rapid implementation of the 
far-reaching reforms agreed under 
the BEPS project in more than 1,100 
tax treaties worldwide, and radically 
transforming the way tax treaties are 
modifi ed. Beyond saving signatories 
from the burden of renegotiating these 
treaties bilaterally, the new convention 
will result in more certainty and 
predictability for businesses, and a 
better-functioning international tax 
system for the benefi t of our citizens.”

Argentina’s century bond
Argentina has become only the 
second Latin American country to 
issue a century bond, successfully 
selling $2.75bn worth of 100-year 
government debt. It joins countries 
including Ireland, Mexico and 
Belgium as sovereign issuers of 
bonds with a 100-year maturity. 
The issue was met by strong 
demand, with $9.75bn in orders 
from investors, at a yield close 
to 8% – even though Argentina 
has defaulted on its sovereign 
debt eight times since 1816. It 
is the fi rst country to issue a 
century bond without the benefi t 
of an investment-grade rating, 
having missed out on a rumoured 
upgrade from frontier market to 
emerging market from MSCI.

Tech fi rm to bank
Swedish technology and 
payments fi rm Klarna was 
granted a banking licence last 
month, making it the largest 
European fi nancial technology 
fi rm to become a bank. The 
fi ntech fi rm, which was valued at 
$2.25bn in a fundraising round in 
2015, received its banking licence 

from the Swedish Financial 
Supervisory Authority and has 
said it is targeting Europe and 
the US for expansion. CEO 
Sebastian Siemiatkowski has 
said the licence confers the 
legitimacy and trust needed 
for that expansion and that 
the Swedish group wants to 
provide core banking services 
across Europe.

No more passing the plate
The Church of England will 
embrace contactless payment 
technology this summer, as 
40 churches are equipped 
with handheld terminals. John 
Preston, national stewardship and 
resources o�  cer at the Church 
of England, said in a report in the 
Financial Times that the church 
wants to o� er more choice. 

“We’re aware that younger 
generations – and there are many 
people now who don’t carry 
cash – want to give in di� erent 
ways. Enabling them to give in a 
way that suits them is something 
we’d like to try.” The UK Cards 
Association says £25bn was spent 
in 2016 via contactless devices, 
compared with £11bn in total
from 2007 to 2015.

MAKING 
THE 

NEWS

The Church of England 
is rolling out contactless 

payments this summer
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