
83rd Annual Report
1 April 2012–31 March 2013

Basel, 23 June 2013



This publication is available on the BIS website (www.bis.org).

Also published in French, German, Italian and Spanish.

©	 Bank for International Settlements 2013. All rights reserved. Limited extracts  
	 may be reproduced or translated provided the source is stated.

ISSN 1021-2477 (print) 
ISSN 1682-7708 (online)

ISBN 92-9131-991-0 (print) 
ISBN 92-9197-991-0 (online)

http://www.bis.org/


Content

Letter of transmittal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                       	 1

Overview of the economic chapters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    	 3

I. Making the most of borrowed time . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                  	 5

Enhancing flexibility: a key to growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                             	 6
Fiscal policy: threats remain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                      	 7
The financial system: increasing resilience . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                         	 9
Monetary policy: borrowing time . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 	 10
Summing up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                   	 11

II. The year in retrospect . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 	 13

Weak global growth persisted in 2012–13 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                         	 13
Central bank actions boosted financial markets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    	 16

Policy supported financial markets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                           	 17
Credit conditions remained different across countries . . . . . . . . . . . . . . . . . . . . . . . .                          	 19
Global financial spillovers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 20

Private non-financial sector debt is still high . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                       	 23
Summing up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                   	 26

III. Removing the roadblocks to growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                	 27

Productivity and employment after the Great Recession . . . . . . . . . . . . . . . . . . . . . . . . . . .                             	 27
Structural rigidities and growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 31
Structural rigidities and the recovery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              	 33
The current state of structural rigidities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 35
Conclusions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                    	 35

IV. Fiscal sustainability: where do we stand? . . . . . . . . . . . . . . . . . . . . . . . . .                           	 38

Progress to date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                	 38
What is still needed to ensure fiscal sustainability? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                  	 41
Box: Is high public debt a drag on growth?  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                       	 45
Interest rates and sustainability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 46
Costs and benefits of fiscal consolidation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          	 48
The quality of fiscal adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                  	 50

iiiBIS  83rd Annual Report



Summing up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                   	 51

V. The road to a more resilient banking sector . . . . . . . . . . . . . . . . . . . . .                       	 52

Capital, profitability and balance sheet repair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      	 52
Progress with global regulatory financial reform . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    	 55
National initiatives on bank structure regulation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    	 57
Box V.A: Recent proposals for the structural reform of banking . . . . . . . . . . . . . . . . . . . .                      	 58
Complexity in risk measurement and prudential rules . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                               	 59

Sources of variability in internal risk models: observability and bias  . . . . . . . . . . .             	 59
Box V.B: Statistical noise in risk estimates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                          	 60

The risk sensitivity of the prudential framework . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                	 62
Policy responses to uncertainty in risk measurement  . . . . . . . . . . . . . . . . . . . . . . . . .                           	 64

Summing up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                   	 65

VI. Monetary policy at the crossroads . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                  	 66

Monetary policy and the crisis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 66
Exit strategies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                  	 71
The road ahead . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                 	 73
Summing up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                   	 76

Organisation of the BIS as at 31 March 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                       	 82

The BIS: mission, activities, governance and financial results . . . . .       	 83

BIS member central banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                       	 116

Board of Directors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                              	 117

Financial statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                      	 125

Independent auditor’s report . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 193

Five-year graphical summary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 194

iv BIS  83rd Annual Report



Tables

II.1	 Annual changes in foreign exchange reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                 	 22

IV.1	 Fiscal positions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                            	 40
IV.2	 Fiscal adjustment needs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                    	 43

V.1	 Profitability of major banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 	 54

Graphs

I.1	 Global economic activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 6
I.2	 Change in debt, 2007–12 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 7
I.3	 Bond yields and interest rate risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 9
I.4	 Policy rates and central bank total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                     	 11

II.1	 Global economic activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 14
II.2	 Business activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                           	 16
II.3	 Policy rates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  	 17
II.4	 Government bond yields and equity prices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                   	 18
II.5	 Selected indicators of risk premia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 19
II.6	 Credit conditions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                          	 20
II.7	 Global spillovers: transmission channels . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                      	 21
II.8	 Private non-financial sector debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            	 23
II.9	 Private non-financial sector debt, GDP and property prices . . . . . . . . . . . . . . . . . . .                     	 24
II.10	 Private non-financial sector debt service ratios . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                	 25

III.1	 Economic growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                          	 28
III.2	 Productivity and employment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                               	 29
III.3	 Average annual real GDP and labour productivity growth . . . . . . . . . . . . . . . . . . . .                      	 30
III.4	 GDP growth and sectoral imbalances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                        	 31
III.5	 Structural rigidities, productivity and employment in advanced and major  
	 emerging market economies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                	 32
III.6	 Employment protection and the speed of recovery . . . . . . . . . . . . . . . . . . . . . . . . . .                            	 34
III.7	 Structural rigidities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                         	 36
III.8	 Market pressure and reform intensity in OECD economies . . . . . . . . . . . . . . . . . . . .  	 37

IV.1	 Projected changes in age-related spending, 2013–40 . . . . . . . . . . . . . . . . . . . . . . . .                          	 42
IV.2	 General government debt projections under alternative scenarios . . . . . . . . . . . . .               	 47
IV.3	 Financial conditions in the euro area . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                         	 49

V.1	 Balance sheet repair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                       	 53
V.2	 Risk-weighted assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                       	 55
V.3	 Signals of banks’ distress risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                	 63

VI.1	 Policy rates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  	 67
VI.2	 Central bank total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                   	 68
VI.3	 Central bank balance sheet size and composition . . . . . . . . . . . . . . . . . . . . . . . . . . .                             	 69
VI.4	 Real GDP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                 	 70
VI.5	 Forward curves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                            	 71
VI.6	 The Taylor rule and policy rates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                             	 75

vBIS  83rd Annual Report



Conventions used in this Report

lhs, rhs	 left-hand scale, right-hand scale
billion	 thousand million
sa	 seasonally adjusted
ppt	 percentage point(s)
…	 not available
.	 not applicable
–	 nil or negligible
$	 US dollar unless specified otherwise

Differences in totals are due to rounding.

The term “country” as used in this publication also covers territorial entities that are 
not states as understood by international law and practice but for which data are 
separately and independently maintained.

The chapters of this Report went to press on 13–14 June 2013.
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83rd Annual Report

submitted to the Annual General Meeting 
of the Bank for International Settlements 
held in Basel on 23 June 2013

Ladies and Gentlemen,
It is my pleasure to submit to you the 83rd Annual Report of the Bank for 

International Settlements for the financial year which ended on 31 March 2013.
The net profit for the year amounted to SDR 898.2 million, compared with  

SDR 758.9 million for the preceding year. Details of the results for the financial year 
2012/13 may be found on pages 120–3 of this Report under “Net profit and its 
distribution”.

The Board of Directors proposes, in application of Article 51 of the Bank’s 
Statutes, that the present General Meeting apply the sum of SDR 175.8 million in 
payment of a dividend of SDR 315 per share, payable in any constituent currency of 
the SDR, or in Swiss francs. 

The Board further recommends that SDR 36.1 million be transferred to the 
general reserve fund, SDR 6.0 million to the special dividend reserve fund and the 
remainder – amounting to SDR 680.3 million – to the free reserve fund.

With effect from 1 April 2013, the Bank has changed its accounting policy for 
post-employment benefit obligations to reflect developments in global financial 
standards. The change, which will be applied in the 2013/14 financial statements, 
requires statutory reserves to be reduced by SDR 89.7 million, representing  
the cumulative change in profit recognition as a result of applying the revised 
accounting policy. To this end, the Board proposes to deduct the aforementioned 
amount from the free reserve fund. Further details on the revised accounting policy 
can be found in note 3 to the financial statements.

If these proposals are approved, the Bank’s dividend for the financial year 
2012/13 will be payable to shareholders on 28 June 2013.

Basel, 14 June 2013	 JAIME CARUANA
	 General Manager
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