Chapter 1 Updates
Developments pertaining to the global financial crisis are still unfolding. An enormous amount of literature on the crisis can be found on the Internet. The following are some useful references and updates: 

Financial Crisis of 2007–2010

http://en.wikipedia.org/wiki/Financial_crisis_of_2007%E2%80%932010

Global Financial Crisis is 'Over' - Treasury Boss Ken Henry

http://www.news.com.au/business/gfc-is-over-treasury-boss-ken-henry/story-e6frfm1i-1225829533800

Credit Crisis — The Essentials

http://topics.nytimes.com/top/reference/timestopics/subjects/c/credit_crisis/index.html
What Global Financial Crisis, Asks Howard

http://theland.farmonline.com.au/news/nationalrural/agribusiness-and-general/political/what-global-financial-crisis-asks-howard/1914758.aspx

Causes of the Global Financial Crisis Unveiled

http://media.murdoch.edu.au/causes-of-the-global-financial-crisis-unveiled

The Financial Crisis Tab in the US: $5 Trillion

http://www.financialcrisis2009.org/news/The-financial-crisis-tab-in-the-US-5-Trillion-4268.htm

Despite Global Financial Crisis, Australia is Still the Lucky Country

http://www.couriermail.com.au/news/opinion/despite-global-financial-crisis-australia-is-still-the-lucky-country/story-e6frere6-1225875779626

Chapter 2 Updates
The BIS’s Triennial FX Survey

In April 2010, 53 central banks worldwide participated in the eighth Triennial Central Bank Survey of Foreign Exchange and Derivatives Market Activity to measure the size and reveal the structure of the global foreign exchange market. Coordinated by the Bank for International Settlements, participating institutions collected data from some 1300 reporting dealers on turnover in foreign exchange instruments and over-the-counter (OTC) interest rate derivatives. 

Previous triennial surveys have used the expression “traditional foreign exchange markets” to refer to spot transactions, outright forwards and foreign exchange swaps, hence the term excludes currency swaps and currency options, which fall under OTC instruments. Beginning with the 2010 survey, the expression “global foreign exchange markets” will include all five foreign exchange instruments. 

The most important findings of the April 2010 survey are the following: 

· Global foreign exchange market turnover was 20% higher in April 2010 than in April 2007, with average daily turnover of US$4.0 trillion compared to US$3.3 trillion. The increase was driven by the 48% growth in turnover of spot transactions, which represent 37% of the turnover. Spot turnover rose to US$1.5 trillion in April 2010 from US$1.0 trillion in April 2007. 

· The increase in the turnover of other foreign exchange instruments was more modest at 7%, with average daily turnover of US$2.5 trillion in April 2010. Turnover in outright forwards and currency swaps grew strongly. 
· The growth in turnover is associated with more active trading of “other financial institutions” (non-reporting banks, hedge funds, pension funds, mutual funds, insurance companies and central banks). Turnover resulting from the activity of this category grew by 42%, increasing to US$1.9 trillion in April 2010 from US$1.3 trillion in April 2007. 

· Foreign exchange market activity has become more global, with cross-border transactions representing 65% of trading activity in April 2010, while local transactions account for 35%. 

· The percentage share of the U.S. dollar has continued the slow decline witnessed since the April 2001 survey, while the euro and the Japanese yen gained relative to the previous survey. Among the 10 most actively traded currencies, the Australian and Canadian dollars achieved higher market shares, while the pound and the Swiss franc lost ground.
· The market share of emerging market currencies increased, with the biggest gains for the Turkish lira and the Korean won. 

· The relative ranking of foreign exchange trading centres has changed slightly from the previous survey: the U.K. (36.7%), the U.S. (18%), Japan (6%), Singapore (5%), Switzerland (5%), Hong Kong (5%) and Australia (4%). 
· The Australian foreign exchange market has remained the seventh largest in the world.

· The global market share of FX transactions involving the Australian dollar rose to 7.6%. The Aussie has overtaken the Swiss franc to become the fifth most traded currency in the world.

· The Australian dollar/U.S. dollar combination has remained the fourth most actively traded currency pair in the world. 

The report Triennial Central Bank Survey Foreign Exchange and Derivatives Market Activity in April 2010: Preliminary Results can be accessed at

http://www.bis.org/publ/rpfx10.pdf

The Semi-Annual Report on Foreign Exchange Turnover in Australia (April 2010)
The semi-annual report on foreign exchange turnover compiles data obtained from 28 financial institutions that are active in the Australian foreign exchange market, as reported in the Reserve Bank of Australia’s monthly turnover survey. For the purposes of this report, turnover is defined as the gross value of all new deals entered into during the month, regardless of whether or not settlement was made during the period. It is reported in terms of the nominal or notional amount of the contracts. 

The report shows that total average daily turnover in the Australian FX market (all instruments) was US$191.2 billion in April 2010, an increase of 35 per cent from October 2009, and an increase of 54 per cent over the year. The average daily turnover in traditional OTC foreign exchange instruments (spot, outright forwards and foreign exchange swaps) was US$184.9 billion, an increase of 38 per cent from October 2009 and an increase of 54 per cent over the year. The report also shows that the average daily turnover in OTC options and cross-currency interest rate swaps was US$6.3 billion. Turnover in OTC options increased by 3 per cent from October 2009 but declined by 1 per cent from April 2009. Turnover in currency swaps declined by 21 per cent from October 2009, but increased by 87 per cent from April 2009. The next semi-annual report will be released in January 2011, presenting data for October 2010. 
The semi-annual report is available at

http://www.rba.gov.au/AFXC/Statistics/FXTurnoverReports/2010/Apr_2010/index.html

Monthly data for selected series can be accessed at
http://www.rba.gov.au/statistics/index.html

Similar semi-annual foreign exchange turnover surveys are conducted for a number of foreign exchange markets. The results of these surveys can be found at:

Canada 
http://www.cfec.ca/fx_volume.html

Japan 

http://www.fxcomtky.com/index_e.html

Singapore 
http://www.sfemc.org/

United Kingdom 
http://www.bankofengland.co.uk/markets/forex/fxjsc/index.htm

United States 
http://www.newyorkfed.org/fxc

Chapter 7 Updates

The Basel II Reform

The global financial crisis has raised concerns about and exposed the loopholes in the Basel II Accord. As a result, the Basel Committee on Banking Supervision (BCBS) has come up with proposals to reform Basel II (even before its full implementation) in view the causes and ramifications of the global financial crisis. 

On 19 December 2009 the BCBS published documents containing the proposals. Following a period of consultancy and review, the BCBS is expected to present final proposals for approval by the G20 summit in Seoul in November. The proposed reforms, unofficially dubbed Basel III, are planned for implementation in December 2012. They include the following:
· Improving the quality, consistency, and transparency of the capital base.

· Strengthening the risk coverage of the capital framework. 

· Introducing a leverage ratio as a supplementary measure to the Basel II risk-based framework with the objective of putting a floor under the build-up of leverage in the banking sector.

· Introducing a series of measures to promote the build up of capital buffers in good times that can be drawn upon in periods of stress.
· Introducing a series of measures to address procyclicality. 

· Introducing a global minimum liquidity standard for internationally active banks that includes a 30-day liquidity coverage ratio requirement underpinned by a longer-term structural liquidity ratio.

· Reviewing the need for additional capital, liquidity or other supervisory measures to reduce the externalities created by systemically important institutions.

Due mostly to lobbying by banks, the BCBS took a decision in July 2010 to water down the proposals. The decision involves the postponement, abandonment or modification of the proposals pertaining to leverage, liquidity and the definition of capital.

The following are useful references and websites dealing with the issue of the Basel II reform and the so-called Basel III: 
Moosa, I.A. (2010) Basel II as a Casualty of the Global Financial Crisis, Journal of Banking Regulation, 11, 95-114.

Walter, S. (2010) Basel II and Revisions to the Capital Requirements Directive. Available at http://www.bis.org/speeches/sp100503.htm.

Wellink, N. (2010) The Basel Committee and regulatory reform, Institute of International Finance 20101 Spring Meeting, Vienna, 11 June.

The Economist (2010) Bare-knuckle in Basel, 29 May, 11-14.

Cassidy, G.S. (2010) The Basel III Proposal Flaws, American Banker, vol 175, Issue 74, 8.

Melloan, G. (2010) The Lesson of Basel’s Bean Counters, Wall Street Journal, 24 April.

Drehmann, M., Borio, C., Gambacorta, L., Jimenez, G. and Trucharte, C. (2010) Countercyclical Capital Buffers: Exploring Options, BIS Working Papers, No 317.

Masters, B. and Murphy, M. (2010) Banking Reform: Suspense Over, Financial Times, 18 August.

Financial Reform: What is Basel III and Why Should we Regulate Bank Capital?
http://dolanecon.blogspot.com/2010/08/financial-reform-what-is-basel-iii-and.html
Reform of Global Banking Regulation: Balancing National And International Interests
http://www.apra.gov.au/Speeches/upload/20100409-Bond-University-Speech.pd
US Banks Receive Basel III Boost

http://www.ft.com/cms/s/0/0d54e652-ab01-11df-9e6b-00144feabdc0.html

Basel Bank Plans Eased after Heavy Lobbying

http://uk.reuters.com/article/idUKTRE66P4PU20100726

Bankers’ ‘Doomsday Scenarios’ Under Fire

http://www.ft.com/cms/s/0/6d4c92a4-6c26-11df-86c5-00144feab49a.html
Basel Committee Proposes Significant Reforms to Regulatory Capital Framework

http://www.mayerbrown.com/securitization/article.asp?id=8416&nid=12625

Consultative Document: Strengthening the Resilience of the Banking Sector
http://www.bis.org/publ/bcbs164.pdf?noframes

Consultative Document: International Framework for Liquidity Risk Measurement, Standards and Monitoring

http://www.bis.org/publ/bcbs165.pdf?noframes=1
