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“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial banking activities are performed globally by 
banking affiliates of Bank of America Corporation, including Bank of America, N.A., member FDIC. Securities, strategic advisory, and other investment banking activities are performed globally by investment banking affiliates of Bank 
of America Corporation (“Investment Banking Affiliates”), including, in the United States, Merrill Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp., which are both registered broker dealers 
and members of FINRA and SIPC, and, in other jurisdictions, by locally registered entities.

Investment products offered by Investment Banking Affiliates:  Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed.

These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered (the “Company”) in connection with an 
actual or potential mandate or engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written agreement with us.  These materials are based on information provided by or on 
behalf of the Company and/or other potential transaction participants, from public sources or otherwise reviewed by us.  We assume no responsibility for independent investigation or verification of such information (including, 
without limitation, data from third party suppliers) and have relied on such information being complete and accurate in all material respects.  To the extent such information includes estimates and forecasts of future financial 
performance prepared by or reviewed with the managements of the Company and/or other potential transaction participants or obtained from public sources, we have assumed that such estimates and forecasts have been 
reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, represent reasonable estimates).  No 
representation or warranty, express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be relied upon as, a representation, whether as to the past, the present or the 
future.  These materials were designed for use by specific persons familiar with the business and affairs of the Company and are being furnished and should be considered only in connection with other information, oral or written, 
being provided by us in connection herewith.  These materials are not intended to provide the sole basis for evaluating, and should not be considered a recommendation with respect to, any transaction or other matter.  These 
materials do not constitute an offer or solicitation to sell or purchase any securities and are not a commitment by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any transaction or to 
purchase any security in connection therewith.  These materials are for discussion purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and risk perspective, as appropriate, 
following our discussion with the Company.  We assume no obligation to update or otherwise revise these materials.  These materials have not been prepared with a view toward public disclosure under applicable securities laws or 
otherwise, are intended for the benefit and use of the Company, and may not be reproduced, disseminated, quoted or referred to, in whole or in part, without our prior written consent.  These materials may not reflect information 
known to other professionals in other business areas of Bank of America Corporation and its affiliates. Any League Tables referenced within these materials have been prepared using data sourced from external third party providers
as outlined in the relevant footnotes where applicable. For persons wishing to request further information regarding these third party providers and the criteria and methodology used to prepare a league table please contact your 
usual Bank of America Merrill Lynch representative/Relationship Manager.

Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives trading, foreign exchange and other 
brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing and strategic advisory services and other commercial services and products 
to a wide range of corporations, governments and individuals, domestically and offshore, from which conflicting interests or duties, or a perception thereof, may arise.  In the ordinary course of these activities, parts of the BAC 
Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise effect transactions, for their own accounts or the accounts of customers, in 
debt, equity or other securities or financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company that may be involved in a transaction.  Products and 
services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America Corporation.  We have adopted policies and guidelines designed to preserve the independence of 
our research analysts. The BAC Group prohibits employees from, directly or indirectly, offering a favorable research rating or specific price target, or offering to change a rating or price target to a subject company as consideration 
or inducement for the receipt of business or for compensation and the BAC Group prohibits research analysts from being directly compensated for involvement in investment banking transactions. The views expressed herein are 
the views solely of Global Corporate and Investment Banking, and no inference should be made that the views expressed represent the view of the firm’s research department. We are required to obtain, verify and record certain 
information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as applicable, with the USA Patriot Act 
(Title III of Pub. L. 107-56 (signed into law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States.

We do not provide legal, compliance, tax or accounting advice.  Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and cannot be used by any taxpayer for the 
purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or 
arrangement to any taxpayer, then the statement expressed herein is being delivered to support the promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular 
circumstances from an independent tax advisor.  Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax treatment and tax structure of a 
transaction (including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or any nonpublic commercial or financial information (except to the 
extent any such information relates to the tax structure or tax treatment)) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such transaction, (ii) public announcement of such 
transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if such transaction is not consummated for any reason, the provisions of this sentence 
shall cease to apply. Copyright 2018 Bank of America Corporation.
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UK Conduct Regime for Financial 
Institutions
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‘Changing banking for good’ report The Financial Services (Banking 
Reform) Act 2013 

Parliamentary Commission
on Banking Standards

1 2 3

 Following the 2008 – 2009 financial 
crisis and conduct scandals, both 
Houses of Parliament in the UK 
appointed a Commission, the 
Parliamentary Commission on Banking 
Standards, to consider and report on:

 Professional standards and 
culture of the UK banking sector.

 Lessons to be learned about 
corporate governance, 
transparency and conflicts of 
interest.

 Recommendations for legislative 
and other action.

 The Commission’s Final Report, 
‘Changing banking for good’, contained 
recommendations to raise standards 
covering several main areas:

 Making senior bankers personally 
responsible.

 Reforming bank governance.

 Creating better functioning and 
more diverse markets.

 Reinforcing the powers of 
regulators and making sure they 
do their job.

 Following the Commission’s Final 
Report, The Financial Services (Banking 
Reform) Act 2013 was passed which 
made significant reforms to UK 
financial services regulation, including 
the introduction of the Senior 
Manager and Certification regimes
and Conduct Rules.

 Both the FCA and the PRA state that holding individuals to account is a key component of effective regulation.

 As a result, they have introduced regulations that changed the way individuals working for banks and PRA designated investment firms are assessed 
and held accountable for the roles they perform. 

UK Conduct Regime - Strengthening Accountability in Banking

5



UK Conduct Regime - Strengthening Accountability in Banking

Senior 
Managers 

Certified Persons 
(CPs)

Conduct Rules

 “Prescribed Responsibilities” and “Overall Responsibility” for key areas of the firm; Senior Managers must ensure that 

 “their” business is controlled effectively and complies with the relevant requirements and standards of the 
regulatory system,

 delegation is appropriate and delegates are supervised effectively, and

 Senior Managers must disclose appropriately any information of which the FCA or PRA would reasonably 
expect notice

 Senior Managers require approval by regulators; ongoing fitness and propriety to be considered by the firm

Senior Managers Regime

 Replaces previous FCA registration regime for entities in scope – shifts responsibility from regulators to firms

 CPs perform a role related to regulated activities that could cause “significant harm” to the firm or customers – for 
Investment Banking in particular Code Staff/Material Risk Takers and ”client dealing function”

 Every CP requires annual certification of fitness and propriety by the firm

Certification Regime

 Apply to (almost) all employees

 Aim to promote a common understanding of acceptable and unacceptable behaviour at all levels:

 You must act with integrity

 You must act with due skill, care and diligence

 You must be open and cooperative with the regulators

 You must pay due regard to the interests of customers and treat them fairly

 You must observe proper standards of market conduct

Conduct Rules
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Conduct and Culture – Fines and 
Examples
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Since the Financial Crisis

Regulatory Fines 

 Banks have paid $321bn in fines since the financial crisis

 2017 FCA fines totalled £229,515,303

____________________
Source: FT, FCA  Website.
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Recent Cases

Source: https://www.fca.org.uk/news/former-jp-morgan-cio-international-head-fined

Source: http://www.telegraph.co.uk/news/worldnews/northamerica/usa/11948378/British-
trainee-bankers-at-JP-Morgan-sacked-after-cheating-at-basic-maths-test.html

Source: https://www.finra.org/newsroom/2014/finra-fines-10-firms-total-435-million; 
http://thetally.efinancialnews.com/2014/12/proof-finra-fine-banks-courted-toys-r-us/

Source: https://www.fca.org.uk/news/press-releases/fine-former-investment-banker-sharing-
confidential-information-whatsapp
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Individuals in the Spotlight – Examples …

Tom Hayes

__________________
Source: “Fortune.com”

Tom Hayes, a former trader with UBS AG and Citigroup, has been sentenced to 14 years in jail after becoming the 
first person to be convicted over the rigging of the global benchmark interest rate LIBOR.
Hayes, 35, was found guilty of conspiracy to defraud on eight counts by a London court after a two-month trial, a 
rare success for the U.K. authorities, who have come under pressure for failing to prosecute financial crime 
effectively.
His sentence would almost certainly have been lighter had he not reversed an original guilty plea, a plea that 
Hayes has said was only offered in an attempt to avoid extradition to the U.S., where he faced sentences of up to 
30 years. Fraud normally carries a 10-year maximum sentence under English law, but consecutive sentences (a 
rarity in Britain) are allowed when there are large sums involved.
…
The court heard that Hayes had earned UBS over 200 million pounds ($310 million) in four years while 
orchestrating submissions to the yen LIBOR fixings.
Hayes, by contrast, told the court that his superiors had been quite aware of his actions and that he had not 
thought he could be doing anything wrong. __________________

Source: “Fortune.com”, 3 August 2015.

Former UBS and Citigroup trader Tom Hayes has lost an appeal against a confiscation order that forced his wife to 
sell their £1.6m family home in Surrey.
The Court of Appeal ruled that despite the fact that Hayes had gifted a share of the Old Rectory to his wife, Sarah 
Tighe, the money to buy the house had come from Hayes' activity at the banks and therefore should be classified 
as a "tainted gift" under the Proceeds of Crime Act.
Following his conviction the couple were forced to sell their Surrey home to fund an £878,806 confiscation order 
from the Serious Fraud Office (SFO), while Tighe was forced to buy back her own assets - including the couple's 
Mercedes-Benz and her engagement and wedding rings, valued at around £20,000 in total

__________________
Source: “City AM”, 28 March 2018.

10



Individuals in the Spotlight – Examples …

Christian Bittar

__________________
Source: “Bloomberg”.

Christian Bittar was once among Deutsche Bank AG’s highest-paid traders, a math whiz who earned a near 90 
million-pound ($126 million) bonus in 2008 alone. Now he’s sitting in a U.K. prison.
The 46-year-old former star banker pleaded guilty in a London court on March 2 to conspiring to rig the interest-
rate benchmark known as Euribor. 
…
Deutsche Bank, was fined $2.5 billion by global regulators in 2015 for failing to prevent attempts to rig 
benchmark rates and Bittar featured prominently in the penalty notices.
Bittar was fired in December 2011, as Deutsche Bank severed its ties with the trader to “best protect” itself amid 
the regulatory scrutiny.

__________________
Source: “Bloomberg”, 18 March 2018.

A former star trader at Deutsche Bank, whom authorities alleged had a “remarkable” relationship with the bank, 
has pleaded guilty to fraud just weeks before his jury trial in London on benchmark-rigging offences. Christian 
Bittar entered his guilty plea earlier this month but it can only now be reported after a judge at Southwark Crown 
Court lifted a restriction on Thursday, according to a short statement published by the Serious Fraud Office. Mr 
Bittar, a Frenchman who worked at the German bank’s London and Singapore offices until 2011, pleaded guilty to 
conspiracy to defraud.
…
The UK’s financial regulator, meanwhile, wants to fine Mr Bittar as much as £10m over Euribor-rigging, which 
would be a record penalty for the Financial Conduct Authority. It has had to put its file on hold pending the 
criminal case, however. Mr Bittar was in the process of challenging the FCA decision. __________________

Source: “The Financial Times”, 15 March 2018
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Individuals in the Spotlight – Examples …

Fabrice Tourre

__________________
Source: “The Telegraph”.

…, a federal court found “Fabulous Fab”, as he famously styled himself in emails to his girlfriend, liable for six of 
seven counts of securities fraud relating to the Abacus 2007-AC1 mortgage-linked collateralised debt obligation. 
Goldman Sachs, which was sued by the SEC alongside Mr Tourre in 2010, signed a $500m settlement with the 
regulator in July that year, neither confirming nor denying the allegations.
But Mr Tourre, who started at Goldman in 2001 and worked his way up to become a vice president at the bank, 
refused to settle, hoping to clear his name. 
He is still fighting to reduce the SEC’s fine of more than $1bn, which his legal team say is “unreasonably severe”. 

__________________
Source: “The Telegraph”, 26 February 2014.

Ex-Goldman Sachs trader Fabrice Tourre has been fined $650,000 (£391,000) and told to hand back a $175,000 
bonus for defrauding investors. The civil fines and pay claw-back, plus interest, amount to $825,000. Last year, 
jurors concluded that the trader, who nicknamed himself 'Fabulous Fab', had misled investors in the run up to the 
global financial crisis in 2008. But the payout falls below the $1.15m penalty regulators had been seeking.
US District Judge Katherine Forrest in Manhattan, New York, said Mr Tourre had "shown no remorse or 
contrition"…She also blocked Goldman Sachs from paying the 35-year-old Frenchman's fine for him.
Mr Tourre was found liable in six of the seven fraud claims brought by the US financial regulator, the Securities 
and Exchange Commission (SEC), in the summer of 2013.

__________________
Source: “BBC”, 12 March 2014.

Portions of an email in French and English sent by Tourre to a friend in January 23, 2007 stated:
“More and more leverage in the system. The whole building is about to collapse anytime now…only potential 
survivor, the fabulous Fab[rice Tourre]…standing in the middle of all this complex, highly leveraged, exotic trades 
he created without necessarily understanding all of the implications of those monstrosities!!!”

__________________
Source: “Business Insider”, 24 April 2010.
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Individuals in the Spotlight – Examples …

Nick Leeson

__________________
Source: “arbitrarytweets”, “gdpni”.

Nick Leeson, 45, is the original rogue trader. He lost £862m betting on the markets in 1995 and brought down 
Britain's oldest investment bank, 233-year-old Barings. He then spent four years in a Singapore jail before being 
released early with life-threatening cancer. 
Liquidators personally chased him for £100m and he was limited to earning less than £3,000 a month to stop 
them taking a cut. They stopped chasing him in 2005 and he earns about £80,000 a year – the majority comes 
from after-dinner speaking. __________________

Source: “The Telegraph”, 19 August 2012.

Barings, founded in 1762, was the oldest merchant bank in Britain before its collapse in 1995. The 233-year-old 
bank was brought down single-handedly by its employee, Nick Leeson - a derivatives trader. After landing the 
bank with a debt of S$1.4 billion, Leeson fled for Malaysia. By the time of the collapse, the banks accumulated 
losses amounted to S$2.2 billion. Leeson was sentenced to six-and-a-half years jail in Singapore for two charges of 
fraud and forgery.
…An internal audit of BFS was conducted for the period 19 July 1994 to 1 August 1994. The audit report was 
circulated to Barings' senior management. The report revealed that BFS was exposed to great risks with Leeson in-
charged of both the dealing and settlement operations. However, the bank chose to retain Leeson's position 
because of his experience and the profits he generated. This later proved to be a grievous mistake. They did not 
know that by this time, Leeson had already incurred big losses that were hidden in the 88888 account. By the end 
of December 1994, the losses grew to S$373.9 million in the 88888 account.

__________________
Source: “Singapore Infopedia”, 19 March 2014.
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Individuals in the Spotlight – Examples …

Jordan Belfort

__________________
Source: “Beckon Media”, “IMDB”.

He founded the brokerage firm Stratton Oakmont, which functioned as a boiler room marketing penny stocks and 
defrauding investors with stock sales. During his years as a stock swindler, Belfort developed a partying lifestyle, 
which included a serious addiction to Quaaludes. Stratton Oakmont employed over 1,000 stock brokers and was 
involved in stock issues totalling more than $1 billion, including an equity raising for footwear company Steve 
Madden Ltd.
Belfort was indicted in 1998 for securities fraud and money laundering. After cooperating with the FBI, he served 
22 months in federal prison for a pump and dump scheme, which resulted in investor losses of approximately 
$200 million. Belfort was ordered to pay back $110.4 million that he swindled from stock buyers. In prison he met 
Tommy Chong, who encouraged Belfort to write down his stories and subsequently publish them. They remained 
friends after their release from prison. __________________

Source: ”Wikipedia”, 14 May 2014.
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Individuals in the Spotlight – Examples …

Oliver Schmidt

__________________
Source: “Automotive News Europe”

A senior Volkswagen executive was sentenced to seven years in prison by a US court on Wednesday after being 
found guilty of concealing software used to evade pollution limits on nearly 600,000 diesel vehicles.
Oliver Schmidt, a German national who was the general manager in charge of VW’s environmental and 
engineering office in Michigan, had pleaded guilty to his part in the cover-up and argued he was “misused” by VW 
in its attempts to circumvent US emissions tests.
But at the sentencing in Detroit judge Sean Cox sided with the prosecution. “It is my opinion that you are a key 
conspirator in this scheme to defraud the United States,” Cox told Schmidt in court. “You saw this as your 
opportunity to shine … and climb the corporate ladder at VW.” __________________

Source: “The Guardian”, 6 December 2017.

__________________
Source: “NY Times”, 6 December 2017.

A top Volkswagen official in the United States was sentenced on Wednesday to seven years in prison for his role in the German automaker’s decade-long 
scheme to cheat on diesel emissions tests. The sentencing of Oliver Schmidt, a former Volkswagen manager in Michigan, was the latest turn in a vast 
scandal that has tarnished the company’s reputation and has cost the carmaker more than $20 billion in fines and settlements.
Mr. Schmidt, a citizen of Germany, is the highest-ranking Volkswagen employee to be convicted in the scheme in the United States. His case underscores 
the Justice Department’s commitment to indicting and prosecuting participants in the company’s efforts to rig pollution tests on hundreds of thousands 
of diesel vehicles imported for sale in the American market.
But most of those suspected of conspiring to defraud United States regulators are out of reach of American justice in Germany, which normally does not 
extradite its own citizens. Mr. Schmidt may turn out to suffer the harshest punishment for the emissions fraud even though he was hardly the only 
participant or the highest ranking.
Mr. Schmidt’s arrest in January, more than a year after the scandal erupted, was something of a fluke. Having been transferred back to Germany, he 
came to the United States for a vacation with his wife and was seized as he waited for a departing flight in Miami. Why he risked arrest by traveling to 
the United States remains a mystery.
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Individuals in the Spotlight – Examples …

Klaus Kleinfeld

__________________
Source: “Bloomberg”.

The CEO exited the aluminium-parts maker after the board said he showed “poor judgment” in sending a letter to 
Elliott amid a proxy fight -- a departure that the hedge fund called “long overdue” in its statement.
“The letter read as a threat to intimidate or extort a senior officer of Elliott Management based on completely 
false insinuations, a threat that we took seriously and about which we immediately and privately informed the 
board,” Elliott said. “We intend to pursue our campaign for fundamental board-level change as vigorously as 
ever.”
Until Monday, Arconic’s board had stuck by Kleinfeld as Elliott accused him of financial underperformance, an 
“obsession” with image, and wasteful spending on a Manhattan headquarters. For Kleinfeld, a member of 
President Donald Trump’s manufacturing council, today’s departure is the second time he has left a company 
under a cloud. In 2007, he stepped down as CEO of Siemens AG as the company worked to recover from a bribery 
scandal.
“Mr. Kleinfeld stepped down as Chair and CEO by mutual agreement after the Board learned that, without 
consultation with or authorization by the board, he had sent a letter directly to a senior officer of Elliott 
Management that the Board determined showed poor judgment,” Arconic said in the statement.
While Arconic didn’t disclose the contents of the letter, it stressed that its decision to let Kleinfeld go wasn’t made 
in response to the proxy fight or Elliott’s criticisms of the company’s strategy, leadership or performance.

__________________
Source: “Bloomberg”, 17 April 2017.

As he battled to save his position, Mr Kleinfeld sent Mr Singer, who is a keen football fan, a match ball from the 2006 World Cup, and a letter 
alluding to his time at the tournament. “People who accompanied you in Berlin in 2006 during and especially after the many matches you 
attended are still full of colourful memories,” Mr Kleinfeld wrote. Elliott concluded the letter had only one possible interpretation: it “read as a 
threat to intimidate or extort”. The fund passed it on to Arconic’s directors, and Mr Kleinfeld swiftly stepped down “by mutual agreement”. 
Reports in Germany suggested Elliott had misinterpreted a message intended as a personal appeal from Mr Kleinfeld to Mr Singer over their 
shared love of the game.

__________________
Source: “The Financial Times”, 21 April 2017.
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Individuals in the Spotlight – Examples …

Hiroya Kawasaki

__________________
Source: “kobelco.co.jp”

Kobe Steel Ltd said on Tuesday its CEO will step down to take responsibility for a widespread data fraud scandal, 
although doubts remain over a corporate culture mired in malfeasance and the possibility of future fines.
Japan's third-largest steelmaker, which supplies steel parts to manufacturers of cars, planes and trains around the 
world, admitted last year to supplying products with falsified specifications to about 500 customers, throwing 
global supply chains into turmoil.
Kobe Steel, in announcing the results from a four-month-long investigation by an external committee, said it 
found a new case of impropriety affecting a total of more than 600 clients.
Hiroya Kawasaki will resign as CEO and Chairman on April 1, with his successor to be decided at a board meeting 
to be held soon, the company said.
"We discovered that inappropriate actions were widespread, and were carried out with the knowledge and 
involvement of many, including management," it said.
"Considering the multiple compliance issues that we've had in the past, we must say that there are deep-rooted 
problems, not only in terms of compliance but also in the corporate culture and mindset of employees and 
management."

__________________
Source: “CNBC”, 6 March 2018.

Kobe Steel Ltd admitted on Tuesday its data fraud has been going on nearly five decades and also revealed new cases of cheating, highlighting the 
challenges facing the 112-year-old company mired in compliance failures and malfeasance.
Kobe Steel said the data cheating started at least as early as the 1970s, based on testimony from multiple sources interviewed by the external 
investigation team. The company mapped out various preventive measures, including setting up an external committee to oversee quality issues, 
but those familiar with the company say its problems are entrenched.
“What you see is a pattern, a culture,” said Steven Bleistein, CEO of Tokyo-based consultancy Relansa. “Company culture is something that a leader 
creates, so the very least you have to do is to remove the leader and the people who were complicit, from the CEO downwards.”
Kobe Steel has had a series of scandals in the last dozen years, including taking part in bid-rigging for a bridge project in 2005, failing to report 
income to tax authorities in 2008, 2011 and 2013, and falsifying emissions data in 2006. Illegal political funding to candidates in local elections in 
2009 also prompted the resignations of the then CEO and chairman. __________________

Source: “Reuters”, 6 March 2018.
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Conduct Risk Framework – Starting Point

 Guidance from the FCA - all Banks should complete an identification process for their inherent Conduct Risks

 Five FCA questions: 

 What proactive steps do you take as a firm to identify the conduct risks inherent within your business?

 How does the firm encourage individuals to feel responsible for managing the conduct of their business?

 What support does the firm put in place to enable those who work for it to improve the conduct of their business/function?

 How does the Executive Committee gain oversight of the conduct of the organisation and consider conduct in its deliberations?

 How does the firm make sure it is not doing anything to undermine all other efforts to improve conduct?

 Incorporation into Conduct Risk Strategy - continual review process rather than a one-off exercise

 Assessment phases and key milestones - inherent risk identification process in three key phases: 

Approach

Attestation
& Aggregation 

Phase 1 Phase 2 Phase 3

Identification Monitoring 
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Definition of Conduct Risk

 Conduct Risk is the risk that improper behaviour or practices by the company, its employees or representatives could harm customers, clients or 
shareholders or damage the integrity of the financial system.

 Integration into the wider Risk Framework required - Conduct Risk is inherent in the following risk types:

 Strategic Risk: The impact of ineffective business strategy planning and execution 

 Operational Risk: Risking business objectives due to improper conduct

 Compliance Risk: Failure to comply with the requirements of laws, rules and regulations including codes of conduct 

 Reputational Risk: The impact due to negative perception of the company’s conduct or business practices

 Attempt to provide definition into the topic must not limit it’s importance or narrow its breadth of influence - understanding of Conduct Risk and its 
potential impact must be the primary target for efforts around Conduct Risk.

Definition of Conduct Risk

Conduct Risk Principles / Framework

Conduct Risk

Risk in Business Practices

Strength of Risk 
Culture

Effectiveness in 
Controls

Areas of 
Consideration for 

Conduct Risk

Areas of Impact 
for Conduct Risk
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Ownership of Conduct Risk

Ownership of Conduct Risk

Oversight and Management of Conduct Risk

 Each employee has responsibility to ensure that their individual behavior reflects the standards required by the Industry and the Bank

 Each Line of Business and Control Function has responsibility for the conduct of all of their employees and the processes operated within their function.

 Each Line of Business or Control Function Executive has ultimate ownership for Conduct Risk in their function as part Senior Manager’s Regime for their 
respective areas of responsibilities 

 These responsibilities are regularly reinforced through the focus on the Bank’s culture and form a key consideration in performance appraisals 

 Conduct Risk Council - Areas of focus:

 Maintaining executive oversight of Conduct Risk 

 Enhancing partnership and drive co-ordination of Conduct Risk

 Providing an escalation point for issues of Conduct Risk

 Maintaining proximity and awareness of emerging Industry best practices and focus on Conduct Risk

 Conduct Task Forces:

 Membership 

 Tasks
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Identification and Weighing of Conduct Risks

Risk Identification  - Involved Parties

Risk Identification Considerations

Execution of the Risk Assessment by those groups responsible for the ownership of Conduct Risk in a function combined with consistent approach across 
functions: 

 Primary Risk Assessment - led by relevant Function or Business area

 Compliance and Business Control Functions involved and challenge

 Senior Managers - ultimate owners for Conduct Risk in their area

Risk categories

 People: Conduct Risks directly attributable to individual 
associate

 Processes: business processes where Conduct Risk can be 
evidenced in process or technology infrastructure

 Platform: Conduct Risks directly attributable to business 
organisation infrastructure

 External: how wider industry developments may influence 
areas of Conduct Risk 

Conduct Risk 
Principles

Areas of Consideration for 
Conduct Risk Template Section

Risk in Business 
Practices

Leadership, Strategy & 
Supervision

People, Platform and 
External

Customer / Client Delivery Processes

Effectiveness in 
Controls

Business Controls and 
Governance

Processes

Infrastructure Adequacy and 
Stability

Platform

Strength of Risk 
Culture

Associate Behaviour People

Organisational Environment Platform and External 

Mapping of risk identification template to Conduct Risk Principles

 Direct Conduct Risks: Inherent to a function due to either associate or business process activity that is performed directly by the employees of that 
particular function. The management and responsibility for these Conduct Risks would reside solely within the function

 Indirect Conduct Risk: Inherent to a function but are derived by the activity that other functions associates or business processes can bring into a
function. The management of these risks may reside with other functions but the impact would be relevant to the function
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Associate Business 
Process

Business 
Platform

External
Influences

Aggregation of Conduct Risks 

AIM Violations

AML KYC Violations

Associate Process 
Failure

Benchmark 
Manipulation

Collusion

Communication Policy 
Breach

Confidential 
Information Leaks

Cyber Threat

Failure to meet 
regulatory change

Failure to comply with 
internal policies

Failure to escalate

Failure to identify 
conflicts of interest

Front Running

Gifts and 
Entertainment Abuse

High Volume of 
Systemic Operational 

Losses

Inaccurate Client 
Reporting

Incomplete 
Registration 

Requirements
Loss of Control of 
Confidential Deal 

Information

Limit / Associate 
Mandate Violations

Misleading Information
(Internal / External)

Mis-selling to clients

Misuse of Company 
Property

Failure to protect MNPI 
/ Wall Crossing 

Breaches

Failure to Manage 
Model Risk violations

P&L 
Abnormalities

Failure to protect 
Client Assets

Out of Hours Activity

Reputational Risk

Senior Manager 
Compliance

Supervisory Failure

Technology Process 
Failure

Third Party Controls

Unauthorized Trading

Undue Associate 
Influence and Pressure

Incomplete Mandatory 
Training

Misuse of Social Media

Key Conduct 
Themes visible 
across multiple 
areas within the 
Organization

Examples of Key Conduct Risk Themes
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Conduct Risk - Conclusions and Actions

 Read across Business Lines

 Measuring progress and actions 

 Conduct Task Forces Strategic Priorities

 Training and Engagement

 Conduct Risk Reporting

 Conduct Risk Dashboards

 (Compliance) Breach Report

 Management Escalation Routines

 Integration into Strategic and Operational Risk Frameworks

 Conduct Risk Inventory

 Existing Risk Assessments

 Issue Management
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UK Trends and Regulatory 
Expectations
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UK Trends and Regulatory Expectations

 Communication of Conduct Expectations and Standards to Market Participants

 Enforcement Approach and Deterrence by Higher Fines or Higher Likelihood of Detection?

 Rewarding Good Conduct

 FCA Conduct Shallow Dives

 Effective communication across all levels of seniority (“Permafrost”?)

 Focus areas include social media, information handling, manager awareness and escalation culture

 Blueprint for other regions / regulators?

 Impact on global internal standards and frameworks

 Risk Assessment Frameworks – integration or separation of Conduct Risk Assessments?  
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Conduct and Culture in Other Highly 
Regulated Industries
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