
 

 

 

 

 

 

© 2013 Promontory Financial Group (UK) Ltd.  All rights reserved. 

Washington, DC     Atlanta     Brussels      Dubai      Hong Kong     London     Milan      New York     Paris     San Francisco     Singapore     Sydney     Tokyo      Toronto 

CONFIDENTIAL 

Changes in Financial Regulation 
 
Speech to the Guernsey Financial Services Commission 

Sir Callum McCarthy 
Promontory Financial Group (UK) Ltd 
05 December 2013 



2 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

 



3 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

• Liquidity issue neglected 



4 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

• Liquidity issue neglected 

• Complex valuation of derivatives 

 

 



5 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

• Liquidity issue neglected 

• Complex valuation of derivatives 

• Over-reliance on rating agencies 

 

 



6 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

• Liquidity issue neglected 

• Complex valuation of derivatives 

• Over-reliance on rating agencies 

• Impact of compensation schemes 

 



7 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

• Liquidity issue neglected 

• Complex valuation of derivatives 

• Over-reliance on rating agencies 

• Impact of compensation schemes 

• Lack of international regulatory co-operation 

 

 



8 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Problems in 2008 

• Prudential 

• Scale of leverage not understood 

• Liquidity issue neglected 

• Complex valuation of derivatives 

• Over-reliance on rating agencies 

• Impact of compensation schemes 

• Lack of international regulatory co-operation 

• No mechanism to allow a bank to fail 
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Response to Prudential problems 

• Banks holding more, higher quality capital (via Basel III rules) 

• Increased focus on liquidity (UK at forefront) 

• Financial compensation schemes have been revised 

• Endeavours to improve international regulatory cooperation 

• Recovery and Resolution work to reduce impact of bank failure 
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Problems in 2008 

 

• Conduct 

• Treatment of retail customers was improper or inadequate 

• Questionable integrity on the wholesale side (leading to e.g. LIBOR scandal) 

 



16 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Response to Conduct problems 

• Specific  

• action against individuals (removals/prosecutions)  

 

 



17 © 2013 Promontory Financial Group (UK) Ltd.  All rights reserved 

Response to Conduct problems 

• Specific  

• action against individuals (removals/prosecutions)  

• action against firms (fines/compensation) 
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Response to Conduct problems 

• General 

• new focus on conduct issues (via FCA/CFPB)  

• FCA redefining what it expects of firms 
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Some implications for those here today 

• Guernsey’s role as a non-home regulator 

• New authorisation regime 

• Fair treatment of customers 

• Pressure to improve international regulatory co-ordination 

 


