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Introduction to the workshop

20.9.2016

https://www.youtube.com/watch?v=sOBmn0xU7wY


Workshop Purpose & Discussion Points  

3

Purpose: 
• To discuss measurement of Conduct risk, what this means in practice for 

regulated firms

Discussion Points:
• Corporate culture
• Definition and scope of Conduct risk
• How to measure Conduct risk
• Does measuring Conduct lead to change?

Agenda
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Does measuring 
Conduct lead to a 
change?



Sanctions - consequences if not complying
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Kevin Jones Anna Eskelin-Heino

Areas of responsibility in the group
• Head of Customer protection team within 

the Conduct risk unit
• Risk driver for Customer protection
• Financial advice
• Product Governance
• Customer complaints handling
• MiFID 5

Chief Compliance 
Officer
Group Risk and 
Compliance 
Conduct risk unit
Nordea Bank Abp

Director Compliance 
Commercial, 
Corporate & 
Institutional Banking 
ABN AMRO Bank N.V.

Areas of responsibility in the group

• Head of Business Compliance Advisory 
teams for Commercial Banking, Corporate 
& Institutional Banking, Global Markets 
and Clearing

• Head of Country Compliance teams for 
AsiaPac, Europe, USA and Brazil
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What is corporate culture

Regulators expect firms to implement cultures which support the spirit of 
regulation in preventing harm to consumers and markets. These sort of healthy 
cultures can also complement and support businesses’ financial performance.
• Definitions
• What it isn’t

How do you get “good” Corporate Culture?
• regulation must hold the individual to account
• leaders can manage culture even if they can’t measure it very well
• Needs to be chosen rather than imposed

How do you implement it?

How do you measure it?
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The FCA’s 5 Conduct Questions

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

How do you encourage the individuals who work in front, middle, back office, 
control and support functions 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 or function?

How does the Board and ExCo gain oversight of the conduct of business within 
their organisation and, equally importantly, how does the Board or ExCo consider 
the implications of the strategic decisions that they make?

Has the firm assessed whether there are any other activities that it undertakes that 
could undermine strategies put in place to improve conduct?
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How to define conduct risk 

Conduct risk can be defined
 Actions – outcomes
 Accountability: individual employee – the firm (or both)

Conduct towards 
 Customers
 Firm
 Community

Culture is one of the most important initiatives to manage Conduct risk

Definition and scope of Conduct risk
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How to measure conduct risk

Lack of common definition of conduct risk and lack of industry standards for the 
measurement and management of conduct risk.
Regulators increasingly focusing on the fairness in firms’ treatment of customers 
and dealings with the market. Several sanctions issued world wide due to mis-
conduct since the financial crisis.

• The measurement is dependent on the definition of conduct risk in the firm
• When determining metrics, both quantitative as well as qualitative data should 

be considered.
• Conduct dashboard through agreed tolerances can be used, consider whether 

set targets are achievable
• Consider what the metrics / dashboard indicates and what actions are needed, 

how the management reacts upon the data.
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UK FCA consumer outcomes

UK FCA Consumer outcomes
All firms must be able to show consistently that fair treatment of customers is at the heart 
of their business model.
There are six consumer outcomes that firms should strive to achieve to ensure fair 
treatment of customers. These remain core to what we expect of firms.
Outcome 1: Consumers can be confident they are dealing with firms where the fair treatment of 
customers is central to the corporate culture.
Outcome 2: Products and services marketed and sold in the retail market are designed to meet 
the needs of identified consumer groups and are targeted accordingly.
Outcome 3: Consumers are provided with clear information and are kept appropriately informed 
before, during and after the point of sale.
Outcome 4: Where consumers receive advice, the advice is suitable and takes account of their 
circumstances.
Outcome 5: Consumers are provided with products that perform as firms have led them to expect, 
and the associated service is of an acceptable standard and as they have been led to expect.
Outcome 6: Consumers do not face unreasonable post-sale barriers imposed by firms to change 
product, switch provider, submit a claim or make a complaint.
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How to measure conduct risk - examples

• Investment advice quality
• Lending advice quality
• Customer complaints
• Litigation and ombudsman cases

• Internal surveys on firms conduct and 
culture

• Consequence management 
committee

• Monitoring reputational issues 
through articles and market surveys

• Sale within / outside set target market 
• Incidents
• Training data (completion of 

mandatory training)
• Employee certification 
• Insider trading
• Whistleblowing –procedures
• Code of conduct monitoring revealing 

employee code violations
• Product governance indicators: new 

approved products, withdrawn 
products

• Sanctions
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Does measuring conduct lead to change?

There is a lot of attention around Conduct and it is included in most banks 
strategies, but is there sufficient action?

What does the data tell us, is it useful?

What do we try to achieve?

Most importantly, does the data have an impact on our actions and does it lead to 
change?
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Does measuring Conduct lead to change?

Agenda

Introduction

Corporate Culture

Definition and scope 
of Conduct risk

How to measure 
Conduct

Does measuring 
Conduct lead to 
change?



13

What are the indicators of good Corporate Culture?

How has Conduct risk been defined?

Measuring Conduct risk

Does measuring Conduct lead to change?
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Discussion Points – wrap up  
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