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Twin Peaks – in brief
A new financial regulatory architecture structured around
‘objectives’ of financial regulation and supervision rather
Financial
than an ‘industry silos’ approach
Services
Board

Rationale:
 Incorporates lessons from financial crisis
 Judged particularly relevant for SA:
• Prominence of financial conglomerates

• Financial stability enhanced through role of SARB
• Allows for dedicated focus on market conduct issues
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Twin Peaks –
phased implementation
• Establishes two
new regulators
• Provides
comprehensive
set of powers
• Enhances
accountability

Phase 1:

Financial
Services
Board

FSR Bill

Phase 2:
Strengthened
prudential /
conduct
frameworks
2016
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Focus on WHO
REGULATES

• New laws underpinning twin peaks
• new Insurance Bill (prudential)
• New CoFI Bill (conduct)

2017

2018

Focus on HOW THEY
REGULATE

Twin Peaks - Landscape
MARKET CONDUCT
SUPERVISION
NCR
Financial
Services
Board
CMS

Conduct of Business
Market Integrity &
Efficiency

Consumer Education

FSCA
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PRUDENTIAL
SUPERVISION
Financial Soundness
of:
• Banks
• Insurers
• Financial market
infrastructure
• Financial
conglomerates

PA

Overall
financial
stability

SARB

FSR Bill Objectives
The objectives of the FSR Bill is to:
Achieve a stable financial system that works in the interests of financial
Financial
customers and that supports balanced & sustainable economic growth,
Services
Boardby establishing a regulatory and supervisory framework that promotes –
(a) financial stability;
(b) the safety and soundness of financial institutions;
(c) the fair treatment and protection of financial customers;
(d) the efficiency and integrity of the financial system;
(e) the prevention of financial crime;
(f) financial inclusion;
(g) transformation of the financial sector; and
(h) confidence in the financial system.
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FSCA Objectives
The objective of the Financial Sector Conduct Authority (FSCA) is to—
(a) enhance and support the efficiency and integrity of financial markets;
Financial
and
Services
Board
(b) protect financial customers by—
(i) promoting fair treatment of financial customers by financial
institutions; and
(ii) providing financial customers and potential financial customers
with financial education programs, and otherwise promoting
financial literacy and the ability of financial customers and
potential financial customers to make sound financial decisions;
and
(c) assist in maintaining financial stability.
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FSCA Functions
The scope of the FSCA’s functions is expanded to cover –
• All banking products and services
• Financial services provided in relation to a credit agreement
Financial
Services
• Other gaps in regulation of financial products and services
Board

The way in which the FSCA will perform its functions will be very different –
• A “pre-emptive, outcomes focused and risk-based approach” – informed by
Treating Customers Fairly (TCF)
• Strong emphasis on co-operation with the SARB, PA, NCR and CMS
• An explicit mandate to:
• promote financial inclusion
• promote competition, in co-operation with Competition Commission
• support SARB in its financial stability mandate
• Must be forward-looking in regularly reviewing the scope of financial sector
regulation & monitoring the extent to which the financial system is delivering
fair outcomes for financial customers
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PA Objectives
The objective of the Prudential Authority (PA) is to—
(a) promote and enhance the safety and soundness of financial
Financial
institutions that provide financial products and securities services;
Services
Board

(b) promote and enhance the safety and soundness of market
infrastructures;
(c) protect financial customers against the risk that those financial
institutions may fail to meet their obligations; and
(d) assist in maintaining financial stability.

Slide

9

PA Functions
The scope of the PA’s functions includes –
• Banks, insurers, financial market infrastructure, financial conglomerates
Financial
The way
Services
Board

•
•
•

•
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in which the PA performs its functions must be –
A “pre-emptive, outcomes focused and risk-based approach”
Strong emphasis on co-operation with the SARB, FSCA, NCR and CMS
An explicit mandate to:
• promote financial inclusion
• promote competition, in co-operation with Competition Commission
• support SARB in its financial stability mandate
Must be forward-looking in regularly reviewing the scope of financial sector
regulation & monitoring the extent to which the financial system is delivering
fair outcomes for financial customers
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Co-operation & collaboration


The FSCA, PA, NCR, FIC & SARB must co-operate and collaborate including—

•
•
Financial
Services
•
Board
•

generally assisting and supporting each other in pursuing their objectives;
sharing information about matters of common interest;
striving to adopt consistent regulatory strategies;
co-ordinating actions in terms of financial sector laws, including in relation to—
• standards and other regulatory instruments;
• licensing;
• supervisory on-site inspections and investigations;
• enforcement;
• information sharing;
• recovery and resolution; and
• reporting by financial institutions;
• minimising duplication of effort and expense, including by establishing and
using, where appropriate, common or shared databases and other facilities;
• agreeing on attendance at relevant international forums; and
• developing, to the extent that is appropriate, consistent policy positions,
including at relevant SA and international forums.
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Co-operation & collaboration


Annual report to the Minister and the National Assembly on measures taken to cooperate and collaborate with each other



Enter into MoU’s to give effect to these obligations, within 6 months of Act
effective



Financial System Council of Regulators (FSCR) established to facilitate cooperation & collaboration among financial regulators

Financial
Servicesbecoming
Board

• FSCR members: NT, dti, DoH, PA, FSCA, NCR, CMS, FIC, NCC, CC, SARB



Financial Sector Inter-Ministerial Council established to facilitate co-operation &
collaboration between relevant Cabinet members
• The Council may require an independent evaluation of the effectiveness of cooperation and collaboration between financial regulators



Financial Stability Oversight Committee (FSOC) established to facilitate cooperation & co-ordination of action among financial regulators on financial stability



Financial Sector Contingency Forum (FSCF) to assist the FSOC with identification
of potential systemic events and co-ordination of plans to mitigate those risks
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Regulatory instruments


PA and FSCA may make regulatory instruments (subordinate legislation)
• not a new power, just subject to more stringent checks & balances

Financial
 Before making a regulatory instrument,
Services
Board • an explanation of the need for it and

PA/FSCA must publish a draft with —

its intended operation;
• a statement of its expected impact; and
• a notice inviting submissions, allowing for a period of at least 6 weeks
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PA/FSCA must submit regulatory instrument to Parliament for at least 30 days,
together with report on stakeholder consultation



When regulatory instrument is issued, the PA/FSCA must publish a report of the
consultation process, including a general account of the issues raised in the
submissions and a response to the issues raised
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Next steps


FSR Bill in final stages of Parliamentary consideration
• Process: Standing Committee on Finance, NA, NCOP, President’s signature

Financial
 FSR Bill provides for staggered implementation
Services
Board • PA established within existing entity - SARB

—

• FSCA a new entity, new leadership



SARB has established —
• PA organisational structure
• PA leadership



FSB is finalising handover report to future leadership of FSCA with
recommendations on —
•
•
•
•
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Regulatory strategy
Organisational structure
Processes & procedures to give effect to new supervisory approach
IT solution to support new supervisory approach

Change Management!!
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Questions?

