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A predictable result of the financial crisis was an 

overhaul of the financial sector regulatory framework
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• Global regulatory reform has been coordinated by the G20 to 

– Restore global financial stability 

– Ensure the reckless behaviour, irresponsible practices and 

misaligned incentives do not happen again

– Establish a global financial system that serves the real 

economy 

• Financial stability is to be achieved without sacrificing other policy 

objectives: appropriate market conduct (and consumer 

protection), market integrity and financial inclusion

• Costs of the regulatory reform are mainly private costs to financial 

institutions but with wider economic and societal benefits i.e., a 

financial system that facilitates sustainable economic growth and 

prosperity



Several  measures to reduce the  systemic risk across 

the financial system

3

• Banking 

– Improve the safety and soundness of banks (enhanced capital 

and liquidity requirements) 

– Mitigate the risk of interconnected and systemically important 

banks that are difficult to resolve 

– Enable crisis management and resolution to ensure that the 

entire cost of failure is not carried by taxpayers 

• Financial market infrastructures: Improve transparency and 

regulatory oversight of over-the-counter derivatives markets

• Shadow banking: All financial market participants need to be 

appropriately regulated and subject to supervisory oversight

• Reinforce stability with a revised prudential regulatory framework 

for insurers (Solvency II) (SAM)



… and improve the behaviour of financial institutions 

and ensure their fair treatment of consumers
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• Market conduct failures were highlighted by the financial crisis 

and more recent market abuses such as the fixing of benchmarks,  

LIBOR, EURIBOR, foreign exchange and commodity

• What needs to be done?

– Improve the protection of consumers through market conduct 

regulatory framework that ensures the fair treatment of 

consumers

– Support consumer redress by  strengthening the financial 

sector ombuds system

– Enhance the independence and reliability of credit ratings

– Promote competitive markets  to provide consumers with 

greater choice amongst financial services and place pressure 

on providers to keep prices competitive and service quality 

high 



Planned improvements to the South African financial 

sector regulatory framework
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• Twin peaks: Financial Sector Regulation Bill

• Solvency Assessment and Management regime 

• Treating Customers Fairly

• Retirement Reforms 

• Retail distribution review

• Hedge funds regulations

• Binder regulations

• Demarcation regulations

• Regulations for OTC derivatives

• Amendments to various sectorial laws

• National Credit Act regulations, “guidelines” and codes of conduct 



Globally increased regulation is an inevitable result of 

the financial crisis
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Before After

Basel I (30 pages)

Basel II (347 pages)

Basel III (616 pages)

National implementation of Basel I&II

• US 18 pages

• UK 13 pages

• SA 274 pages

National implementation of Basel III

• US over 1000 pages

• UK over 1000 pages

• SA 1 223 pages

Glass-Steagalls Act 1993 (37 pages) Dodd-Frank 2010 (848 pages)

Requires 400 pieces of rulemaking – estimate 30 000 pages

Europe proposed and adopted legislations

• Response to financial crisis: 13 

• Banking union : 2

• Other measures: 29



Complexity and scope of regulation has had 

predictable results for scale of regulatory resources

• UK bank supervision

– 2009 2 500 people

– 2013 3 400 people

• US federal regulatory bodies 

– 2009 14 000 people 

– 2010 18 500 people (3 regulators per bank)

7



Recently substantial fines point towards increased 

regulatory expectations 
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Bank
Costs 2009-2013 

(GBP bn)

Provisions 

as at 31 Dec 2013 

(GBP bn)

Total 2009-2013 

(GBP bn)

Bank of America 39.09 27.31 66.40

JP Morgan Chase & Co 26.61 9.17 35.78

Lloyds Banking Group plc 8.91 3.82 12.72

Royal Bank of Scotland 3.54 4.92 8.47

Barclays Plc 4.88 3.01 7.89

Citigroup, Inc 4.55 3.02 7.57

HSBC 4.97 2.24 7.21

UBS 3.08 1.10 4.18

Goldman Sachs 1.48 2.17 3.65

Santander 2.42 1.14 3.57

Total 99.53 57.91 157.43

Source: LSE Conduct Costs Project 2012-2014 http://blogs.lse.ac.uk/conductcosts/

April 2014 SARB imposed administrative sanctions of R125million on the big four banks for failing to 

implement sufficient anti-money laundering controls  



IOSCO’s survey of securities markets risk trends 2014

Risks or concerns to and within the securities markets

Five areas that are considered most important to explore for 

maintaining financial stability
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Area of risk / concern Frequency of responses

Regulatory uncertainty 82

Volatile capital flows 68

Banking vulnerabilities 62

Corporate governance 54

Shadow banking 52

Financial risk disclosure 48

Cyber security 46

Search for yield 43

Recovery and resolution plans 38

High-frequency and algorithmic trading 37



Challenges for regulatory compliance

Regulators’ view of compliance failures

• Lack of regulatory knowledge or understanding by the regulated

– Complexity, technical nature and volume of new regulations

• Reluctance of the regulated to comply i.e., lack of:

– Support for policy goals

– Economic incentives

– Positive attitude (good citizenship)

– Pressure from enforcement activities

• Inability of the regulated to comply 

– Costs of compliance

– Complexity, technical nature and volume of new regulations
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Challenges for regulatory compliance

Regulator’s measures to address compliance failure 

• Design phase

– Research and information collection including international 

benchmarking and experience

– Industry standards and internal management systems that 

ensure outcomes in line with policy objectives

– Stakeholder discussion and workshops including public 

comment process

• Implementation phase

– Incentives for high / voluntary compliance (e.g., reduce burden 

of inspections, reduce penalties for and allow correction of 

non-bad-faith compliance)

– Build  compliance capacity in SMEs 

• Enforcement

– Tiered enforcement strategies (from moral suasion to license 

revocation)  
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Strategy for regulatory compliance under uncertainty 

Know your regulator
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Strategy for regulatory compliance under uncertainty 

Know what is guiding your regulator  



Strategy for regulatory compliance under uncertainty 

Risk management frameworks

• Risk management environment

– Risk appetite

– Risk governance structure (three lines of defence)

– Risk policies, processes and procedures

– Staff and other resources

• Risk strategy

• Risk management process

– Identification

– Measurement and assessment

– Management

– Reporting (including key risk indicators)

– Monitoring
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