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Introduction
Never before has it been so important for the global
capital markets to pay attention to the discussions
and decisions of world leaders. Global markets and
economies are so intertwined today that they not
only rise together, but they fall together as well.
Contagion used to mean the spread of a financial
shock from one sector to another within an individual country; now it crosses borders. The only way to
mitigate contagion is with collaborated responses.
When the financial crisis began in 2008, it was
evident that a coming together of heads of government would be needed to discuss strategies and
best practices for responding to the downward spiral of the financial industry. Many thought that a
repeat of the 1930s Great Depression was unfold-

ing before their eyes. As a result, at the invitation
of U.S. president George W. Bush, the leaders of
the G20 finance forum met in Washington DC on
November 24-25, 2008. They have now met four
times, and have made many commitments to mitigate the crisis — to varying degrees of success.
Financial institutions, which many see as a
cause of the crisis, have received much time and
effort in the G20 discussions. Consequently, there
have been unprecedented changes in financial
institutions and market regulation. G20 decisions
trickle down to the individual country level. To
avoid regulatory arbitrage, countries are now coordinating their policies to create a level playing field.
The Financial Stability Forum, which was created

About the G20
In 1999, in response to the Asian-turned-global financial crisis, the G7 established the G20 forum of finance ministers
and central bank governors. In addition to the G7 members of Canada, France, Germany, Italy, Japan, the United Kingdom, the United States and the European Union, the G20 included countries considered systemically significant at that
time: Argentina, Australia, Brazil, China, India, Indonesia, Korea, Mexico, Russia, Saudi Arabia and Turkey.
On November 24–25, 2008, United States president George W. Bush invited the leaders of the G20 countries to
Washington DC. The G20 leaders have met four times since then and have made many commitments in order to mitigate
the crisis — with varying degrees of success.
From 1999 to 2008, the G20 finance ministers and central bank governors met annually, usually in the fall. Since
the leaders began meeting in 2008, there have been more frequent G20 finance ministerials to carry on the work of
the leaders and to prepare for the summits. The chair changes annually among the membership, and passed from the
United Kingdom in 2009 to the Republic of Korea for 2010. France will take over in 2011, when it also assumes the
G8 presidency. Mexico will chair the G20 in 2012.
Today, the group represents 85% of the global economy, 80% of global trade and two thirds of the world’s population, and was sufficiently inclusive to be elevated to the level of leaders to consider the current options available to
them.
The G20 leaders met for the first time on November 14–15, 2008, at the “Summit on Financial Markets and the
World Economy,” hosted by U.S. president George Bush in Washington DC. It began with a working dinner followed
by a full day’s meeting at the National Building Museum.
The second summit, hosted by British prime minister Gordon Brown, took place on April 1–2, 2009, at the ExCeL
Centre in London. It followed the same schedule, beginning with a working dinner followed by a full day’s meeting,
which has now become the tradition. The leaders committed $1.1 trillion in new funds to increase the capital available
to the International Monetary Fund.
The third summit on September 24–25, 2009, was hosted by U.S. president Barack Obama at the David L. Lawrence Convention Center in Pittsburgh, Pennsylvania. The leaders declared that the G20 was the “premier forum for
international economic cooperation.” They also created the Framework for Strong, Sustainable and Balanced Growth,
in which they committed to continue their coordinated efforts to get the global economy back on track.
In January 2010, G20 officials agreed to continue to hold summit-level meetings, which would be held once a year
usually in the fall. (The G8 also meets annually, usually in the summer.) The G20 finance ministerials would continue as
before.
The fourth summit, in Toronto on June 26-27, 2010, immediately followed the G8 Muskoka Summit on June 25-26,
with a focus on accountability for the commitments already made. It was co-hosted by Canadian prime minister Stephen
Harper and Korean president Lee Myung-bak at the Metro Toronto Convention Centre.
The fifth summit, on November 11–12, 2010, will be hosted by President Lee Myung-bak at COEX in Seoul,
Korea.
More information about the G20 is available from the G20 Information Centre website at <www.g20.utoronto.ca>.
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by the G7 in 1999, was renamed the Financial Stability Board (FSB) at the G20 London Summit in
April 2009 and expanded into a body responsible
for developing policy and a peer review process to
keep implementation on track. Topics of focus have
included market integrity, bank supervision, capital
requirements and leverage ratios, bank stress tests,
and executive compensation. No issue thought to
have been either a cause of the crisis or a mitigating
factor has been safe from consideration.
The Basel Committee on Banking Supervision
(BCBS) is another governance body that directly
affects global capital markets. The Basel Accords
influence the business practices of the financial
institutions within the countries that have signed the
accords. In the past, the BCBS and the G20 operated independently, but today’s globalized world has
brought them together to facilitate the informal creation of global regulation. The G20 asks the BCBS
for recommendations and then calls on its members
to ratify the BCBS decisions.
Why is it important for the financial industry to
pay attention to the international stage? National
regulators take their cues from the international

bodies that establish global guidelines. At the G20,
the leaders are committed to implementing the recommendations put forward by these international
bodies. Whatever is accepted at the G20 has the full
support of each leader sitting at the table, who must
bring it home to pass into law at the national level.
The following report discusses the commitments made by the G20 leaders at the G20 Summit
in Toronto on June 26-27, 2010, with emphasis on
the issues most relevant to global capital markets.
It serves as a starting point for tracking those issues
monthly to monitor the landscape as it changes
for various and sometimes all sectors, and tracking the G20 members’ progress. In the wake of
the Toronto Summit, some of the most important
topics are market integrity and financial institution reform, over-the-counter (OTC) derivatives
trading and reporting reconfiguration, bank stress
tests and executive compensation. Although the
Toronto Summit communiqué devoted only one
line to regulation of the commodities market, this
issue will likely gain importance in the lead-up to
the next G20 summit, which will take place in Seoul
on November 11-12, 2010.
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G20 Toronto Summit
The theme of the Toronto Summit, as chosen by
Canadian prime minister Stephen Harper, was
accountability. The summit focused on the progress made on the commitments made at the Pittsburgh Summit in September 2009, as well as on
what needed to be done before the Seoul Summit.
Other overarching themes included the recognition
of differing capabilities among individual countries
and enhanced engagement of the private sector in
achieving economic goals.
Preparations for the Toronto Summit began in
full with the first meeting of the leaders’ personal
representatives, commonly known as sherpas, on
January 13-14, 2010, in Mexico City. Many systemic
decisions were made. On the frequency and timing,
it was agreed that there should be one G20 summit
a year, in the fall. On the agenda, it was agreed that
there would be a sharp separation of the agenda
between the G8 and G20. The G20 would focus on
financial and economic matters for the next three to
four years and then consider expanding its agenda
at that time. On membership and participation, the
consensus was that the G20 should have 20 member
participants, with each chair being allowed to invite
up to three guests as it chooses. On the summit
format, because the leaders need to engage more
among themselves, some sessions would be held
among leaders alone, without their finance ministers present. The heads of multilateral organizations could be invited as technical experts available
to speak only when requested. A two-member team,
perhaps consisting of the current and in-coming
chair, would be tasked with keeping track of compliance and a public G20 website would be created
to report on compliance on an ongoing basis. The

Hosting Responsibilities
Hosting the annual G20 meetings has rotated among
the members in such a way as to allow the responsibility to be shared among the developed and emerging
economies. But the first summit was an extraordinary
meeting called for by the United States, and the subsequent three summits continued in response to the
2008 crisis; thus hosting did not necessarily fall to
the presidency (Brazil held the G20 chair in 2008
and the UK in 2009, and the U.S. hosted summits in
both years). However, starting with the Seoul Summit
in November 2010, the G20 presidency will likely
host both the ministerial and the summit each fall.

overall leadership would continue to be advised by
the troika system used by the finance ministers and
central bankers, with the lead taken by the current
chair supported by the chairs of the previous year
and the following year. Thus in 2010, the troika
consists of the UK, Korea and France.

At the Toronto Summit
The G20 leaders were joined by their invited guests
from Spain, the Netherlands, Malawi (as head of the
African Union), Ethiopia (as head of the New Partnership for Africa’s Development [NEPAD]) and
Vietnam (as head of the Association of Southeast
Asian Nations [ASEAN]). They were also joined by
the heads of the United Nations, the International
Monetary Fund (IMF) and the World Bank.

Framework for Strong, Sustainable and
Balanced Growth
The Framework for Strong, Sustainable and Balanced Growth was agreed upon at the Pittsburgh
Summit, with the goal of ensuring that all G20
members produce national policy plans with precise
numbers. This would allow for a proper analysis of
how those plans fit together to achieve shared global
objectives and of the options available to make the
necessary adjustments. With such an analysis the
leaders could credibly signal their determination
to make the balanced and broadly shared changes
in exchange rate, fiscal, microeconomic and social
policy required to put a durable recovery in place.
More specifically, they said that they intended
to launch a framework that lays out the policies and
the way they could act together to generate strong,
sustainable and balanced global growth. The framework commits the G20 members to work together
to assess how their policies fit together, to evaluate
whether they are collectively consistent with more
sustainable and balanced growth, and to act as necessary to meet their common objectives.
  John Kirton (2010), “Progress through Partnership:
Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.
  G20 (2009), “Leaders Statement: The Pittsburgh Summit,” September 25.  <www.g20.utoronto.ca/2009/
2009communique0925.html>.
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Financial Regulation and Supervision
The global financial crisis has revealed a need to
modernize G20 members’ domestic financial regulations and supervision in a more comprehensive,
forward-looking and internationally coordinated
way. Toronto’s priorities were to tighten the consensus on improving the quality and quantity of bank
capital and liquidity and lowering leverage ratios.
To build on the G20’s goals of a sustainable
global recovery, financial regulation and supervision were high on the agenda with a multitude of
reforms that took up the bulk of discussions. They
welcomed the Dodd-Frank Wall Street Reform and Consumer Protection Act, which was set to be voted on in
the United States in July, and the decision of the EU
leaders to publish the results of ongoing stress tests
on European banks, with the results also due in July.
The underlying goal, however, was to restore market integrity. The financial crisis illuminated fraud
and market abuse like never before. Bernie Madoff,
for example, swindled $18 billion of international
investor’s money in a Ponzi scheme — and he was
not alone in the list of fraudsters that came to light.
With market integrity and safeguarding the protection of their citizens in mind, the leaders pushed for
greater reform in regulation and supervision.
Increasing prudential oversight, improving risk
management, promoting transparency and reinforcing international cooperation were at the core
of financial regulatory reform, as were building a
more resilient financial system by reducing moral
hazard, limiting the build-up of systemic risk and
supporting strong and stable economic growth.
The FSB plays a principal role in the elaboration of regulatory policies, standards and reforms.
It is also a mechanism for coordinating with various standard-setting bodies and for developing and
implementing strong regulatory, supervisory and
other policies in the interest of financial stability.
The reforms agreed upon in Toronto rest on
four pillars: a strong regulatory framework, effec  John Kirton (2010), “Progress through Partnership: Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.
  G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
  Financial Stability Board (undated), “Overview.” <www.
financialstabilityboard.org/about/overview>.

tive supervision, resolution and reform of financial
institutions, and transparent international assessment and peer reviews. Each is discussed below.

Pillar One: A Strong Regulatory
Framework
At the core of financial sector reform are the G20’s
commitments to increase the quality, quantity and
international consistency of capital, strengthen
liquidity standards, discourage excessive leverage
and risk taking, and reduce procyclicality. The G20
also fully supports the work of the BCBS.
In Toronto, the G20 declared its intention to reach
agreement on a new capital framework by the Seoul
Summit in November. The framework would require
each bank to hold, at a minimum, an increasing share
of common equity in Tier 1 capital, after deductions,
measured as a percentage of risk-weighted assets. It
would also move to establish a globally consistent,
transparent set of conservative deductions applied at
the level of common equity, or its equivalent in the
case of non-joint stock companies.
The G20 leaders also reaffirmed their agreement at the Pittsburgh Summit that Basel II would
be adopted by all members and phased in so as to
sustain recovery and limit market disruption by the
end of 2012. The BCBS is working with the FSB
on a macroeconomic impact study to determine an
appropriate timeline. The G20 also welcomed the
BCBS agreement to start revising trading book rules
no later than December 31, 2011. Leaders supported the BCBS’s work on the role of contingent
capital in strengthening market discipline and helping to bring about a financial system in which the
private sector bears any losses on its investments.
  G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
  The new rules introduce an incremental risk charge,
intended to reduce regulatory arbitrage between trading
and banking books. Banks will have to “measure losses in
the trading book due to default and migrations at a 99.9%
confidence level over a one-year capital horizon, taking into
account the liquidity horizons of individual positions or sets
of positions.”  Mark Pengelly, (2009), “Correlation Desks
Win Relief from Basel Trading Book Rules,” Risk Magazine,
July 13. <www.risk.net/risk/news/1518015/correlationdesks-win-relief-basel-trading-book-rules>.
  G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
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Financial Market Infrastructure
The G20 agreed to strengthen financial market
infrastructure by accelerating the implementation
of strong measures to improve transparency and
regulatory oversight of hedge funds, credit rating
agencies and OTC derivatives in an internationally
consistent and non-discriminatory way. They also
supported improving the functioning and transparency of the commodities markets and implementing the FSB’s standards for sound compensation.

pay and borrowing at hedge funds and require disclosure on investing and short selling. Britain’s new
coalition government fought against the decision at
its first EU meeting, objecting to a provision that
refuses to licence foreign funds to conduct business
in Europe. London, with eight out of ten European
hedge funds, may lose its financial services elite as
a result of the new rules. Within the EU, only the
Czech Republic supported Britain’s opposition; the
United States also supported Britain’s objection.10

Hedge Funds

Credit Rating Agencies

The G20 recognized the work of the International
Organization of Securities Commissions (IOSCO)
in facilitating the exchange of information among
regulators and supervisors. They also acknowledged
IOSCO’s principles for hedge fund oversight, which
address related regulatory and systemic risks.
In the lead-up to the Toronto Summit, in mid
May European Union finance ministers — led by
France and Germany — backed strict controls for
hedge funds and private equity groups. The draft
rules, which will come into effect in 2012, control
  G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

Credit ratings agencies played a significant role in
assessing risks related to collateral debt obligations
(CDOs). As a consequence of the resulting credit
crunch, billions of dollars of assets were written
down in the books of financial institutions, pension
funds and private individual investment savings. To
prevent a recurrence, the G20 called upon the credit
rating agencies to increase transparency, improve
quality and avoid conflicts of interests.11
10 John O’Donnell (2010), “Update 3: Britain Cornered
as EU Backs Hedge Fund Crackdown.” Reuters, May 18.
<www.reuters.com/article/idUSLDE64H14X20100518>.
11 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

The Basel Committee on Banking Supervision
The Basel Committee on Banking Supervision (BCBS), which is a committee at the Bank for International Settlements that
meets three to four times a year, is a forum for cooperation on banking supervisory matters. It was established in 1974
by the central bank governors of Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Sweden, Switzerland,
the United Kingdom and the United States. The BCBS supports common approaches and standards among member
countries without imposing harmonization of national supervisory techniques.
In 1988 the first Basel Accord was approved. It represented a consensus on the measurement of risk and formulated
a minimum capital ratio of capital to risk-weighted assets of 8%. Over the next decade, the accord was amended to
define precisely what could be included in capital for purposes of calculating capital adequacy, to recognize the effects
of bilateral netting of banks’ credit exposures in derivative products and to incorporate capital requirements for the market
risks arising from banks’ open positions in foreign exchange, traded debt securities, equities, commodities and options.
Of note was an amendment regarding banks’ ability “to use internal value-at-risk models as a basis for measuring their
market risk capital requirements.”
In 2004 the BCBS released the New Capital Framework, referred to as Basel II. It focused on minimum capital
requirements, supervisory institutional review of capital adequacy, and internal assessment processes and the use of
disclosure to strengthen market discipline and encourage safe banking practices. Although Basel II has not been adopted
by all major centres, the accord is undergoing further reform, commonly called Basel III. It calls for “tighter definitions
of Tier 1 capital, the introduction of a leverage ratio, a framework for counter-cyclical capital buffers, measures to limit
counterparty credit risk, and short and medium-term quantitative liquidity ratios.”
  Basel Committee on Banking Supervision (2009), “History of Basel Committee and Its Membership.” <www.bis.org/
bcbs/history.pdf>.
  Melvyn Westlake (2010), “Regulators to Stand Their Ground over Basel III,” Global Risk Regulator, volume 8, issue 5.
<www.globalriskregulator.com/article.php?pgkey=2322>.
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OTC Derivatives

Accounting Standards

With the tangled web of ownership of subprime
bonds and CDOs that brought down major financial
institutions during the financial crisis, the opaqueness of the OTC derivatives industry needed to be
addressed. The G20 leaders pledged to coordinate
efforts to accelerate the implementation of the regulation and supervision of OTC derivatives and to
increase transparency and standardization. By the
end of 2012, all standardized OTC derivatives contracts would be traded on exchanges or electronic
trading platforms, cleared through central counterparties and reported to trade repositories. The leaders also agreed to pursue policy measures regarding
haircut setting (discounting the value of a stock or
bond to mitigate loss) and margining practices (purchasing with borrowed money) for securities financing and OTC derivatives transactions.12

At the 2009 London Summit, the G20 called on
the international accounting bodies to work with
supervisors and regulators to improve valuation
and provisioning standards and create a single set
of high-quality global accounting standards. In
Toronto, they repeated their request to the International Accounting Standards Board (IASB) and the
Financial Accounting Standards Board (FASB) and
urged them to complete this convergence project
by the end of 2011. They also asked the IASB and
FASB to reach out to emerging market economies in
order to improve the involvement of stakeholders.14

Executive Compensation
The FSB conducts thematic peer reviews to foster
consistent cross-country implementation of financial and regulatory policies and to assess the effectiveness of those policies. The first such review was
on executive compensation after the FSB recommended core principles and standards for compensation. The G20 noted that these standards had not
been adopted by all and encouraged the member
countries to do so by the end of 2010. The second
review, which will examine risk disclosures, will
come in the second quarter of 2011.
In July, the European Parliament will approve
part of a series of amendments on bank capital
rules that limit compensation for employees of
financial institutions. The rules, which comply with
the G20’s recommendations and are among the
toughest in the world, require banks to defer up to
60% of bonuses for three to five years, with half of
any immediate bonus paid in shares or other securities linked to the bank’s performance. Cash bonuses
up front are thus limited to no more than 30%.13

12 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
13 Nikki Tait and Brooke Masters (2010), “EU Parliament
Backs Tough Bonus Rules,” Financial Times, July 7. <www.
ft.com/cms/s/0/6f7788da-89aa-11df-9ea6-00144feab49a.
html>.

Pillar Two: Effective Supervision
The G20 leaders said they were committed to
the BCBS’s Core Principles for Effective Banking
Supervision. They tasked the FSB, in consultation
with the IMF, to provide their finance ministers and
central bank governors in October 2010 with recommendations to strengthen oversight and supervision, specifically relating to the mandate, capacity
and resourcing of supervisors and specific powers
that should be adopted to proactively identify and
address risks, including early intervention.15

Pillar Three: Resolution and
Reform of Systemically Important
Financial Institutions
The G20 leaders are committed to reducing moral
hazard in the financial system. They have asked the
FSB for policy recommendations by the Seoul Summit so that they can design and implement a system
where they have the powers and tools to restructure
or resolve all types of financial institutions in crisis,
without a burden on taxpayers and with adopted
principles to guide implementation. They agreed that
the financial sector should make a fair and substantial contribution toward paying for costs associated
with government interventions to repair the financial system or fund resolution. The financial sector
should also reduce risks from the financial system.
The leaders recognized that countries can pursue a
range of policy options to achieve this end, includ14 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
15 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
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ing a financial levy, but agreed that the approaches
should be based on protecting taxpayers, reducing
risks from the financial system, protecting the flow
of credit in good times and bad, considering individual countries’ circumstances and options, and
promoting a level playing field. They also pledged to
continue developing recovery and resolution plans
for major cross-border institutions.16

Bank Levies
In the lead-up to the Toronto Summit, the issue
of a bank levy to recover costs of the failures of
financial firms was divisive. Extensive lobbying on
both sides led to an agreement first to take it off the
table and then to readdress it on the eve of the summit. Germany, France, Britain and the EU were its
loudest advocates, stating that they would proceed
with a bank levy even if consensus was not reached.
Canada, Australia, Russia, China and India held
steadfast against it. China and India took the view
that because the crisis was created by the advanced
economies it should be their problem to solve; Russia predicted a levy would have a negative impact
on the accessibility of loans and other services.
Canada, where the banking system had remained
stable throughout the crisis due to higher capital
requirements and stricter regulation, took the position that moral hazard would result as banks would
take increased risk because of assured bailouts if
necessary. At his closing press conference, Canadian
host prime minister Stephen Harper stated that the
issue had been “left to individual countries.”

Pillar Four: Transparent
International Assessments and
Peer Reviews
In Toronto, peer review and mutual assessment were
seen as an essential part of the reform process in
order to maintain accountability and ensure progress and sharing of best practices. The G20 leaders
recognized that they could do much better after the
initial stage of mutual assessment was completed.
Requested by the leaders at the Pittsburgh Summit, the G20 finance ministers and central bank
governors, with the support of the IMF, the World
Bank, the Organisation for Economic Co-opera16 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

tion and Development (OECD), the International
Labour Organization and other international organizations, are assessing the collective consistency of
their individual policy frameworks and global prospects under alternative policy scenarios.17

Tax Havens
At the Toronto Summit, the leaders affirmed their
full support for the OECD’s Global Forum on
Transparency and Exchange of Information for
Tax Purposes. They welcomed progress on the peer
review process and the development of a multilateral
mechanism for information exchange open to all
interested countries. They declared their preparedness to use countermeasures against tax havens.18
In September 2009, representatives of almost
100 governments met to discuss proposals for a
new governance structure, methods for the Global
Forum and a peer review mechanism to support the
implementation of international standards.19 The
OECD issued its first progress report at the London Summit and has regularly issued updates since
then. Dozens of countries and territories have now
revised their bilateral treaties and as many as 500
tax information exchange agreements have been
signed or are under negotiation since London.20
For individuals, banks and companies, the standards mean an obligation to keep reliable records
and provide access to information about beneficial
ownership and banking transactions. They enable
tax authorities to track down tax evaders by obtaining information through cooperation with other
governments. New participants, from both the
developed and the developing worlds, are being
invited to join the Global Forum.21
17 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
18 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
19 Organisation for Economic Cooperation and Development (2009), “Next Steps for OECD Global Forum on
Information Exchange for Tax Purposes,” August 21.
<www.oecd.org/document/30/0,3343,fr_2649_37427_
43532712_1_1_1_1,00.html>.
20 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
21 Organisation for Economic Cooperation and Development (2009), “Next Steps for OECD Global Forum on
Information Exchange for Tax Purposes,” August 21.
<www.oecd.org/document/30/0,3343,fr_2649_37427_
43532712_1_1_1_1,00.html>.
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Money Laundering and Terrorist
Financing
The G20 leaders fully supported the work of the
Financial Action Task Force on Money Laundering
(FATF) and FATF-style regional bodies in their fight
against money laundering and terrorist financing,
as well as their regular updates of a public list of
jurisdictions with strategic deficiencies. They also
encouraged the FATF to continue monitoring and
enhancing global compliance with their international standards.

Corruption
The leaders called upon all the G20 members to
ratify and fully implement the United Nations Convention against Corruption (UNCAC) and encouraged other countries to do the same.22 Germany,
22 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

India, Japan and Saudi Arabia have not yet ratified
the convention, which entered into force in 2005.23
The G20 also established a working group to submit
recommendations at the Seoul Summit on adopting and enforcing strong and effective anti-bribery
rules, fighting corruption in the public and private
sectors, preventing access of corrupt persons to
global financial systems, cooperation in visa denial,
extradition and asset recovery, and protecting
whistleblowers. They welcomed the progress made
since the Pittsburgh Summit on the Stolen Asset
Recovery Program, launched by the World Bank
Group and the United Nations Office on Drugs and
Crime to recover the proceeds of  corruption.24

23 United Nations Offices on Drugs and Crime (undated),
“United Nations Convention against Corruption,” <www.
unodc.org/unodc/en/treaties/CAC/signatories.html>.
24 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

Financial Action Task Force on Money Laundering
Established at the G7 Paris Summit in 1989, the Financial Action Task Force on Money Laundering is an intergovernmental body that develops and promotes policies at the national and international levels to combat money laundering and terrorist financing. It has issued a series of recommendations for a framework for
anti-money laundering efforts that can be universally applied. It also monitors members’ progress in implementing necessary measures, reviews money laundering and terrorist financing techniques and countermeasures, and promotes the adoption and implementation of appropriate measures globally. Membership now
numbers 36, including all members of the G20 except Indonesia. Saudi Arabia is represented by Gulf
Co-operation Council.
 Financial Action Task Force on Money Laundering (undated), “About the FATF,” <www.fatf-gafi.org/pages/
0,3417,en_32250379_32236836_1_1_1_1_1,00.html>; Financial Action Task Force on Money Laundering (undated),
“FATF Members and Observers,” <www.fatf-gafi.org/document/52/0,3343,en_32250379_32236869_34027188_1_1_
1_1,00.html>.
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Fiscal Consolidation
Since the beginning of 2010 the global economy
has changed dramatically. The sovereign debt crisis
in Europe further diminished confidence already
reduced since the global financial crisis began in
2007–08. The situation needs be stabilized in order
for the recovery to continue and to avoid contagion. EU members do not have a flexible exchange
rate and thus require coordinated efforts by all
countries.
Among the tasks for the G20 at the Toronto
Summit were to agree to stay the course on stimulus until a private sector–led recovery was assured,
design and implement smart exit strategies and
contain the unilateral uncoordinated cutbacks in
Europe, and convince nervous markets that the
U.S. and the European members, including Britain,
had credible medium- and long-term plans for fiscal
sustainability.25

Stimulus and Exit Strategies
In the month leading up to the Toronto Summit,
there were many conflicting views on continued
stimulus versus exit strategies. Greece, Spain, Germany and Britain were already cutting spending.
In the week before the summit, Britain released
an “emergency budget” that that included an 80%
debt reduction through spending cuts. According
to George Osborne, chancellor of the exchequer,
the risk of spiralling debt was greater than the
likelihood of a double dip recession, thus tough
austerity measures were justified. Confidence was
at great risk with the sovereign debt crisis reaching its peak in the late spring. Along with the U.S.,
Japan and India, which all opposed spending cuts,
Canada maintained that stimulus should continue
where needed until 2011. Australian prime minister Julia Gillard, who replaced Kevin Rudd in Australia on June 21 and did not attend the summit,
also affirmed that Australia would continue with its
stimulus policies.
At the Toronto Summit, the G20 leaders agreed
that because recovery was not universally uniform
fiscal sustainability would need to be tailored to
national circumstances. Countries facing serious
25 John Kirton (2010), “Progress through Partnership: Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.

fiscal challenges would need to accelerate the pace
of consolidation.26 They also recognized the importance of the private sector to help fuel economic
growth and recovery.
The G20 leaders sought to find the balance
between the risk that synchronized fiscal adjustment across several major economies might
adversely impact the recovery and the risk that the
failure to implement consolidation where necessary
would undermine confidence and hamper growth.
Reflecting this balance, advanced economies committed to fiscal plans to at least halve deficits by
2013 and stabilize or reduce the ratio of government to gross domestic product (GDP) by 2016. Fiscal consolidation would be credible, would begin in
advanced economies (i.e., those in the G8) by 2011
— or earlier for countries experiencing significant
fiscal challenges — and would focus on measures
that fostered economic growth. Special consideration was extended to Japan, where debt levels were
much higher than the other G8 members and were
financed entirely domestically.27
U.S. president Barack Obama declared he was
firm on freezing discretionary domestic spending for the next three years and that he would cut
programs that were not working — including in
defence.

Rebalancing and Exchange Rates
Prior to the Toronto Summit, much discussion had
focused on rebalancing trade deficits and surpluses
to allow for a more sustainable global recovery.
Recovery would be more uniform if surplus countries shared wealth with trading partners in order to
address government debts and enhance economic
growth. Surplus countries could also inflate their
currencies to lessen the deficit burden on high deficit countries.
In Toronto, the G20 announced that deficit
countries, such as the U.S., would focus on saving
more, importing less and increasing export competitiveness while the surplus countries, namely
China, Germany and Japan, would do the opposite by concentrating on reforms that would reduce
26 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
27 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
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their reliance on export demand and focus more on
domestic sources of growth.28
Surplus emerging markets were recognized as
important to a sustainable global economic recovery. They were called on to strengthen social safety
nets, corporate governance and financial market
development in order to stimulate private spending,
increase infrastructure spending to help boost productive capacity and reduce supply bottlenecks, and
enhance exchange rate flexibility to reflect underlying economic fundamentals that contribute to
global economic stability.29
The G20 leaders applauded China’s announcement in the week before the summit that it would
move toward a flexible exchange rate. However,
they acknowledged that it was only a small step
toward the true valuation required to provide
proper rebalancing.

Trade and Investment
In order to fuel private sector–led growth and
development, especially in the emerging and developing economies, trade and investment liberalization were once again a topic on the G20 agenda.
The G20 leaders were expected to promise to avoid
and redress protectionism and get the overdue
Doha Development Agenda of multilateral trade
negotiations done. They would be encouraged to
cut tariffs unilaterally, negotiate ambitious bilateral

28 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
29 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

and plurilateral trade, investment and regulatory
agreements, and forge regimes to contain financial
protectionism, eliminate nuisance tariffs, foster freer
trade in environmentally enhancing services and
goods, and reduce subsidies for fossil fuels and agriculture that damage the environment.30 Although all
the G20 members had declared their commitment
to liberalization at their first summit in November
2008, many countries had engaged in some form
of protectionism, such as the Buy American Act in the
U.S. and Russia’s increased tariff on major agricultural equipment. Nonetheless, all agreed that
open trade could lead to greater prosperity through
growth and job creation and was thus important to
avoiding a deeper recession.
In Toronto, the G20 leaders agreed not to raise
tariffs or trade barriers until at least 2013. They
empowered their negotiators at the World Trade
Organization (WTO) to clear the path for the Doha
Development Agenda to restart by the Seoul Summit in November. They also encouraged consideration of other trade liberalization opportunities,
such as bilateral agreements.31
The G20 asked the WTO, OECD and the
United Nations Conference on Trade and Development (UNCTAD) to continue monitoring the situation within their respective mandates and to report
publicly on these mandates quarterly.32

30 John Kirton (2010), “Progress through Partnership: Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.
31 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
32 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
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International Financial Institution Reform
International financial institutions (IFIs), particularly
the IMF and the World Bank, require reform of their
governance structure, redistribution of voice and vote
quotas, and revised strategies and mandates. IFIs are
valuable instruments for coordinating multilateral
action and the G20 has been committed since the
start to strengthening the legitimacy, credibility and
effectiveness of these institutions.33
At the Toronto Summit, the G20 called for the
reforms requested at their previous summits to be
completed by the Seoul Summit in November. Recommendations made at the London and Pittsburgh
summits support new open, transparent and meritbased selection processes for the heads and senior IFI
leadership. Equally important are the expansion of
resources at the IMF and the World Bank, as well as
consideration of their role in any future large financial safety nets and support packages.34

International Monetary Fund
In recent years the IMF has lost some popularity and
even usefulness. However, its importance was reaffirmed in the recent global financial crisis. The G20
recognizes that the IMF should remain a quota-based
organization and that the quota distribution should
reflect the relative weights of its members in the
world economy, which have changed substantially
in view of strong growth in emerging economies.
In Toronto, G20 leaders committed to shift quota
shares to dynamic emerging market and developing
countries of at least 5% from over-represented to
under-represented countries, using the current IMF
quota formula as a basis. Likewise, the G20 committed to protecting the voting share of the poorest
in the IMF.35 To this end, those G20 members that
have not fulfilled their commitment made at the
London Summit to ratify the 2008 IMF quota and
voice reforms have pledged to doing so by November. The G20 also wants to see all members ratify
the IMF’s New Arrangements to Borrow (NAB),
33 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
34 John Kirton (2010), “Progress through Partnership: Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.
35 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

which will consolidate more than $500 billion for
IMF lending to countries in crisis.36

World Bank
The G20 has endorsed the voice reforms agreed to
by shareholders at the World Bank that will increase
the voting power of developing and transition countries (DTCs) by 4.59% (1.46% from reforms since
2008 and 3.13% most recently). G20 members are
committed to more equitable voting power, while
protecting the smallest countries, by arriving at a
dynamic formula that reflects countries’ evolving
economic weight and the World Bank’s development mission. Similarly, voice reforms at the International Finance Corporation (IFC), a member of
the World Bank Group, were endorsed to reflect a
total shift of 6.07%, to bring DTC voting power to
39.48%.37

Multilateral Development Banks
Multilateral development banks (MDBs) play a crucial role in lending during a financial crisis because
of the diminished capacity and, sometimes, of willingness of the private sector. The major MDBs are
the Asian Development Bank, the African Development Bank (AfDB), the Inter-American Development Bank, the European Bank for Reconstruction
and Development, and the World Bank Group,
which includes the International Bank for Reconstruction and Development and the IFC.
The G20 committed to making sure that MDBs
have proper resources and capital to carry on the
work of underwriting growth, promoting security
and addressing the global challenges of poverty,
climate change and food security. Combined with
reforms to focus more on low- and middle-income
countries, improved governance and transparency,
and deeper support for private sector development,
the MDBs would become more efficient, effective
and accountable.38

36 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
37 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
38 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
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Climate Change and Clean Energy
Going into the Toronto Summit, the G20 was
expected to extend the initiative announced at Pittsburgh to reduce inefficient fossil fuel subsidies, in
part by expanding to embrace producer subsidies
as well as consumer ones. G20 members would
offer their share of the “fast start” financing for
developing countries to combat climate change,
promised at the Conference of the Parties (COP)
to the United Nations Framework Convention on
Climate Change (UNFCCC) at Copenhagen in
December 2009, and to prepare for mainstreaming
“green growth” at both the G20’s November Seoul
Summit and the next COP in Cancun, Mexico, in
December 2010.39

of the differentiating abilities and responsibilities for
parties to ensure successful inclusion and outcomes.
Further discussions will take place in Cancun. The
G20 also looks forward to the report from the UN
Secretary General’s High-Level Advisory Group
on Climate Change Financing, which will explore
innovative finance.40

Fossil Fuel Subsidies

In Toronto, the G20 leaders affirmed their commitment to a green recovery and sustainable
global growth. They encouraged those not already
associated with the Copenhagen Accord to do so
as soon as possible and looked to further negotiations with the UNFCCC because of its recognition

Before the Toronto Summit, the International
Energy Agency, the Organization of Oil Exporting
Countries (OPEC), the OECD and the World Bank
presented a report on energy subsidies to the G20.
The summit declaration recognized the BP Plc oil
spill in the Gulf of Mexico and, with urging from
U.S. president Barack Obama, used tough language
to commit to phasing out over the medium term
inefficient fossil fuel subsidies, which encourage
wasteful consumption. The phase-out would take
into account vulnerable groups and their development needs and encourage continued and full
implementation��������������������������������
of country-specific strategies.41

39 John Kirton (2010), “Progress through Partnership: Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.

40 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
41 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

Copenhagen Accord
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Development
The G20 agenda includes development, still afflicted
by the recent American-incubated crisis and now
endangered by the European-initiated one. The key
task was to ensure that the MDBs had the renewed
and expanding funding needed to combat the economic recession and meet the Millennium Development Goals (MDGs), which come due in 2015.42
At the Toronto Summit, several development
issues were addressed in order to recognize that the
world’s most vulnerable could not be forgotten especially during tough global economic times. These
include the work needed to achieve the MDGs and
food security. It also included increasing support for
small and medium-sized enterprises (SMEs) and creating a working group on development to establish
an agenda and action plan to be adopted at the Seoul
Summit that would be consistent with the G20 focus
on promoting economic growth and resiliency.43

Millennium Development Goals
At the 2000 United Nations General Assembly
— commonly referred to as the Millennium Summit — the United Nations Millennium Declaration
was adopted, committing to a new global partnership to reduce extreme poverty. The declaration set
out eight MDGs that range from halving extreme
poverty to halting the spread of HIV/AIDS and
providing universal primary education, all by 2015,
agreed to by all the members of the UN as well as
the world’s leading development institutions.44
The Toronto Summit declaration recognized
that the 2010 Millennium Development Goals High
Level Plenary on September 20-22, 2010, would provide the opportunity to agree on aggressive actions
for reaching the MDGs by the deadline. Working
with the least developed countries would be equally
important in making them active participants and
beneficiaries of the global economic system.45
42 John Kirton (2010), “Progress through Partnership: Prospects for the 2010 Muskoka-Toronto Summits.” <www.
g8.utoronto.ca/evaluations/2010muskoka/kirton-prospects100624.pdf>.
43 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
44 United Nations (undated), “Background.” <www.un.org/
millenniumgoals/bkgd.shtml>.
45 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.

SME Finance Challenge
In recognizing that adequately financed SMEs are
crucial to job creation and a healthy economy in
emerging countries, the G20 launched the SME
Finance Challenge to find promising models for public-private partnerships that catalyze finance. The
winning proposals will be announced at Seoul.46

Food Security
The G20 leaders at Toronto welcomed the launch
of the Global Agriculture and Food Security Program (GAFSP), a multi-donor trust fund managed
by the World Bank to provide predictable financing
for low-income countries to improve agricultural
productivity, raise rural incomes and build sustainable agricultural systems. In keeping with the theme
of encouraging the private sector to do its part in the
economic recovery and growth, the G20 also supported the development of the private sector aspect
of the GAFSP, which will increase private sector
investments to support small- and medium-sized
agri-businesses and farmers in poor countries.47

Africa
Recognizing that the MDGs are furthest behind in
Africa, the G20 capitalized the AfDB for substantial
growth, to increase its capital by 200%. This infusion
tripled the AfDB’s annual lending levels to support
the region’s long-term growth and development.48

Haiti
The G20 leaders expressed solidarity with the people
of Haiti as the country struggles to recover from the
devastating earthquake in January 2010. They noted
that their finance ministers had agreed in April to
cancel Haiti’s IFI debts so it could concentrate on
reconstruction rather than on debt obligations. They
pledged to report on the burden sharing associated
with the cost of this debt cancellation in Seoul.49
46 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
47 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
48 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
49 G20 (2010), “The G20 Toronto Summit Declaration,” June
27. <www.g20.utoronto.ca/2010/to-communique.html>.
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A Look Ahead: Seoul: November 11-12, 2010
The first stand-alone G20 summit to be hosted by
an Asian member (and one that is not a member of
the G8) will take place in Seoul, Korea, on November 11-12, 2010. Many deadlines have been placed
on the G20 before this summit. Korea, which cohosted the Toronto Summit with Canada, plans to
build on the commitments and progress seen at the
Toronto Summit to determine the next steps after
many reports are delivered in October.
Korea has a debt-to-GDP ratio of about 30%.
It is one of the few countries largely unscathed during the financial crisis. Perhaps it was due to learning some valuable lessons from the Asian financial
crisis in 1997–99 that Korea was better prepared
than others to weather a downturn. In 2008, the
won decreased, which facilitated exports, and, with
an unemployment rate close to 3%, Korea is forecast to have a growth rate of 5.8% in 2010.

President Lee Myung-bak has stated that
development will be high on the agenda after seeing what he calls the devastating effects of sudden reversals of international capital outflows on
emerging and developing economies. He hopes to
establish a “global financial safety net” to address
such reversals. Furthermore, Lee would like to see
the gap closed between advanced and developing
countries thanks to the efforts of the G20 in striving for balanced growth. Another declared priority
will be a greater role for the private sector in taking
over the reins for the global recovery from governments. Lee supports job creation and investment as
the keys to growth, and encourages the cultivation
of the entrepreneurial spirit. To this end, the G20
will hold a Business Summit on November 10-11, in
tandem with the G20 Seoul Summit.50

50 President Lee Myung-bak: Davos Forum Special Address (January
28, 2010), “Seoul G20 Summit: Priorities and Challenges”
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Acronyms and Abbreviations
AfDB
BCBS
COP

African Development Bank
Basel Committee on Banking Supervision
Conference of the Parties (to the United Nations Framework Convention on Climate
Change)
CDO
collateral debt obligation
DTCs
developing and transition countries
FASB
Financial Accounting Standards Board
FATF
Financial Action Task Force
FSB
Financial Stability Board (formerly Financial Stability Forum)
G7
Group of Seven (Canada, France, Germany, Italy, Japan, United Kingdom, United States,
and the European Union)
G8
Group of Eight (Group of Seven plus Russia)
G20
Group of Twenty (Argentina, Australia, Brazil, Canada, China, France, Germany, India,
Indonesia, Italy, Japan, Korea, Mexico, Russia, Saudi Arabia, South Africa, Turkey, the
United Kingdom, the United States and the European Union)
GAFSP
Global Agriculture and Food Security Program
GDP
gross domestic product
IASB
International Accounting Standards Board
IFI
international financial institution
IMF
International Monetary Fund
IOSCO
International Organization of Securities Commissions
MDB
multilateral development bank
MDG
Millennium Development Goal
NAB
New Arrangements to Borrow
NEPAD
New Partnership for Africa’s Development
OECD
Organisation for Economic Co-operation and Development
OPEC
Organization of Petroleum Exporting Countries
OTC
over the counter
SME/SMEs small and medium-sized enterprises
UNCTAD United Nations Conference on Trade and Development
UNCAC
United Nations Convention against Corruption
UNFCCC United Nations Framework Convention on Climate Change
WTO
World Trade Organization
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