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BBA Update on FATCA
On 17th April 2012, the BBA submitted a preliminary response to the U.S.

Foreign Account Tax Compliance Act (FATCA) Proposed Regulations and to

the Joint Statement regarding an Intergovernmental Approach to FATCA.  The

paper set out eight priority issues, tabled for discussion at a meeting with the

U.S. Department of the Treasury and Internal Revenue Service on Monday

23rd April. 

Partnership Agreements

France, Germany, Italy, Spain and UK have announced their

intention to enter into agreements with the U.S. (an

intergovernmental approach), with the objectives of

addressing certain legal impediments to FATCA compliance,

simplifying practical implementation and reducing costs for

financial institutions in those jurisdictions. The BBA

welcomed the initiative and urged that the agreement

developed amongst these countries should form the basis

of a universal model agreement to implement FATCA,

allowing for the development of globally consistent data

requirements and reporting frameworks. However, the BBA

also noted that, in recognition of different legal regimes and

financial products, where there is a need to accommodate

jurisdictional variations, that could be achieved by means of

a country specific attachment.  The BBA submission has,

however, highlighted areas for clarification regarding the

interaction of the partnership agreements with; the

requirement for financial institutions to enter into a direct

agreement with the IRS; and the interaction with the

Qualified Intermediary (“QI”) regime.

Limited FFIs

As drafted, the proposed regulations create a problem

whereby Foreign Financial Institutions (FFIs), operating in

partner countries, which have Limited Affiliates (affiliates

located in jurisdictions in which full FATCA compliance is

prevented), face an untenable and substantial risk of non-

compliance if the status of the Limited Affiliates are not

resolved by the end of 2015. The status of the Limited

Affiliates thereby poses a major risk to the compliance and

FATCA status of the entire FFI group. The BBA submission

calls for transitional arrangements to be extended and the

envisaged withholding requirements to be relieved in such

circumstances. The BBA sets out its view that an FFI

operating in a partnership territory should not experience

withholding and its status should not be affected by the

FATCA status of any other expanded affiliate group member,

including foreign branches. A PFFI operating in a territory

where a partnership agreement is not necessary for

compliance with FATCA should not experience withholding

and its status should not be affected by the Limited FATCA

status of any other expanded affiliate group member. Only
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an NPFFI within the expanded affiliate group operating in a

territory without a partnership agreement, or who could

otherwise comply, should face an appropriate sanction.

Draft FFI Agreement

The BBA notes that, notwithstanding the Joint Statement
approach, there remains a problem with the FFI agreement,
as envisaged in the proposed regulations. As passthru has
been ‘reserved’ in the proposed regulations, FFIs would be
unable to sign an FFI agreement in the absence of a legal
resolution to the withholding issue and data protection
concerns.  As such, the BBA has recommended that
passthru withholding is removed from the proposed
regulations and not included in the FFI agreement.

Documentation and Due Diligence

The BBA welcomed that the proposed regulations seek to
align the requirements for FATCA compliance with the
procedures that financial institutions currently follow for
AML/KYC rules. Although the proposed regulations are
generally in line with existing procedures, there remain
certain cases where the proposed regulations impose
significant, additional actions which we have urged are
modified. For instance, rather than the complex
classification and verification standards for entities, the BBA
proposed that an FFI should be able to rely on existing
AML/KYC information, but where further information is
required FFIs should be able to place reliance on the self-
certification of entities and collect their documentation,
signed under penalty of perjury, unless there is a reason to
know the classification is inappropriate. We argued against
the requirement to monitor the expiry of documentation and
renew such documentation. We resisted the requirement to
assess actively trading, which would require annual,
substantial manual intervention. We have opposed the
requirement to search for U.S. telephone numbers. We have
called for confirmation of FFIs to be able to rely upon third
party due diligence processes.

Withholding Requirements

The BBA welcomed the intention to “eliminate U.S.
withholding under FATCA on payments to FFIs established
in the FATCA partner [country]” but highlighted that the FFI
withholding requirements for FFIs in the FATCA partner
countries have not been fully eliminated – such as in relation
to the application of U.S. source FDAP withholding, and in
relation to payments made to NPFFIs in non-partner
countries, requiring the development, build and operation of
withholding engines. The BBA recommended that a
reporting solution is adopted in place of withholding, with a
review period to assess the effectiveness of reporting and
any residual need for the future introduction of targeted
withholding requirements.

FATCA Scope

The BBA welcomed the move towards a risk based
approach in the proposed draft regulations and suggested
that the underlying principles of FATCA could be more
effectively achieved by focusing on those entities and
products which pose the greatest risk of tax evasion. We
noted that within each jurisdiction there are a variety of
products and entities which are regulated, often tax exempt
and subject to additional controls which pose a low risk of
tax evasion. To ensure consistency between partner
jurisdictions, the BBA proposed that the regulations are
modified to include broad categories of low-risk entities
(such as charities, savings clubs, quasi-government entities
and associations) and broad categories of low-risk products
(such as Government sponsored savings accounts and
retirement products). The BBA also suggested that, absent
a better definition of trusts eligible for exclusion, a
residency-based carve out be made available in the
regulations for trusts.  In non-partnership countries the BBA
proposed a de minimis rule of $1 million, in line with the
current de minimis rule for high value accounts.

Self-Verification

The BBA welcomed the approach to self-verification and
suggested that the verification procedures in partner
countries should be risk based, rely on internal controls,
internal testing, internal audit, and certification of
compliance. It was proposed that where a material
deficiency in an FFIs verification processes is identified, an
FFI could engage an external auditor to assess and report
on the problem area. The BBA also proposed that the
Responsible Officer Certification could be extended to
cover classification of entities allowing other FFIs to rely on
these classifications without further validation. It was further
suggested that the proposed self-verification model for
FATCA compliance be extended to cover the existing QI
regime.

U.S. Financial Institution obligations

The BBA finally called on the U.S. to ensure alignment
between U.S. financial institution FATCA obligations and
those of the FFIs. 

Next Steps:

The BBA will be in dialogue with the US, UK and European
Authorities. The U.S. will be publishing the draft FFI
Agreement, the model government to government
agreement, and final regulations in due course. The BBA will
keep members informed of the progress of their discussions
and will provide its responses to any further publications.

Contact: Sarah Wulff-Cochrane 020 7216 8897
sarah.wulff-cochrane@bba.org.uk

Continued from page 1 >>
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Update on BBA Capital Market Priority Areas
The BBA continues to work on members behalf in engaging actively with EU stakeholders to

highlight member agreed priorities in terms of the MIFID proposals. The BBA agreed with

members to lead on priority areas which cover, amongst other things, access to market

infrastructure providers, custody and safekeeping as a core service and transaction reporting.

The BBA has drafted amendments

to the Commission’s MiFID draft

text on its lead priority areas and

has secured meetings with EPP,

ECR and ALDE MEPs which will

provide the BBA with an opportunity

to ask MEPs to table relevant

amendments.  The deadline for

amendments remains 10 May 2012. 

Access to Market Infrastructure

Providers 

BBA members are very supportive

of the European Commission’s

proposals in MIFIR that require non-

discriminatory access to CCPs,

trading venues and benchmarks.

Open access is critical to ensure

competition among trading venues.

Such competition, in turn, is

necessary to foster choice of

execution methods and price

efficiencies for market participants.

While those seeking access should

make reasonable efforts to comply

with relevant technical and

operational requirements, the

operational and technical caveat in

the Commission’s proposal should

not be used as a barrier to access.

Where access is denied, the

applicant should be able to

challenge the assessment via

competent authorities and ESMA.

The BBA is engaging with MEPs to

protect against any limitation of

right of non-discriminatory access

to CCPs, trading venues and

benchmarks which have come

under threat from the rapporteur’s

draft amendments. 

Custody and Safekeeping as a

core service 

BBA members do not support the

European Commission’s proposals

to include custody and safekeeping

as a core service.  Including

custody as a core service would

create confusion for custodians as

to the obligations required of them.

Custodians do not execute client

orders; they carry out post-trade

corporate action instructions from

their clients, to which much of the

conduct of business rules (e.g.

suitability, order execution) are not

relevant.  Their specific

responsibilities are extensively

covered by existing or proposed

legislation (e.g. AIFMD, UCITS 5,

Securities Law Directive).  

Transaction reporting 

BBA members support efficient and

effective reporting of transactions to

regulators, so that they can identify,

punish, and deter market abuse.

The Commission’s proposals would

greatly increase both the number of

reported transactions (by adding

reports for commodity, interest rate,

and foreign exchange derivatives,

and instruments traded to OTFs)

and the amount of information

reported (trader and algorithm

identification).  The expansion of

scope and requirement for

additional information may serve to

create excessive noise for

regulators that will not lead to the

detection of market abuse.  We

support amendments which provide

regulators with the information they

need, but do not lead to congestion

of monitoring mechanisms with

information that is not needed to

identify market abuse. 

EMIR

On the 19 March the BBA

responded to the ESMA EMIR

technical standards discussion

paper in a joint submission co-

signed with AFME and ISDA.  This

paper was made in conjunction with

two additional submissions

concerning CCP requirements and

non-CCP cleared derivatives risk

mitigation techniques.  Together,

these will inform the development of

the final Level 2 technical standards

text, due for release in June.  The

BBA continues to engage with

members and the relevant

regulatory authorities as it seeks to

secure positive outcomes for

members.

Contact: 
Sally Springer 020 7216 8841
sally.springer@bba.org.uk

Jodie Maurer 020 7216 8895
jodie.maurer@bba.org.uk

Andrew Rogan 020 7216 8858
andrew.rogan@bba.org.uk

BBA members do not support the European

Commission’s proposals to include custody and

safekeeping as a core service.  

mailto:jodie.maurer@bba.org.uk�
mailto:sally.springer@bba.org.uk�
mailto:andrew.rogan@bba.org.uk
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Issues around bribery are high on banks’ boardroom

agendas. Many of the world’s largest economies have set

themselves targets of stamping out bribery, or significantly

reducing current levels. Bribery is widely accepted as a

scourge that hinders business growth and weakens

markets.  Barely a week goes by without new initiatives or

directives being launched by Governments in the global

campaign to eradicate bribery from the business world, and

headlines constantly announce another firm or organisation

being investigated for suspected malpractice. 

But for all the regulations, legislation and rhetoric, how

comprehensive are the efforts of the world’s largest

economies, the G20, to overcome bribery?  

As part of our global Bribery Watch campaign, we

investigated the 19 economies that make up the G20 (the

20th is the European Union) and measured over 16 different

criterion of ABC legislation to examine how the world’s

leading economies vary in their approaches to tackling

bribery.  

At a time of increasingly broad anti-bribery regulation, our

findings highlight how widely differing approaches to anti-

bribery legislation and enforcement in each jurisdiction pose

a real problem for banks looking to do business within the

nations of the G20. For businesses, the upshot is a double-

whammy of increased risk from non-compliance with

individual states’ regulations and high costs to monitor

compliance for each separate market in which they operate. 

Research methodology

Each of the G20 nations was assessed against 16 key

indicators which were used to benchmark the strength of

their Anti Bribery & Corruption legislation. These scores were

then put together to give an overall anti-bribery legislation

rating for each country. A second assessment was then made

of enforcement levels in each jurisdiction, with each being

rated as having either active, moderate or little enforcement.  

The 19 countries were scored from 0 – 1 on each of the 16

criteria, with 1 meaning that the legislation had been fully

implemented, and 0 meaning that the measure was not in

place at all. The highest possible score, then, was 16; the

lowest, 0. 

Findings

The graph below uses an index to score ABC legislation

in each country of the G20 (shown as a percentage).  

The results highlight a number of significant differences

in the scope of legislation amongst G20 countries.  The

USA, Mexico, Indonesia, Canada, Australia do not

prohibit facilitation payments for example, and

Argentina, Australia, Canada, France, and Japan have no

specific rules regarding liability of board members in

connection with bribery. In Saudi Arabia, India and

Indonesia it is not an offence to bribe a foreign public

official.

Bribery Legislation in the G20 
– Getting Compliance Right   

By Raj Parker, Partner and Michelle Bramley, Global Practice Development Lawyer
at Freshfields Bruckhaus Deringer LLP 

Continued on page  5 >>
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Perhaps the most striking result from this analysis

however is the range of scores. Japan scrapes past

50%, while the UK scores over 90%. The G20

collectively accounts for over 80% of world GNP, and

yet it is clear that bribery legislation across these

countries is far from consistent in the way in which it is

implemented. This, presents a significant compliance

challenge for banks operating across multiple countries.

The matter is further complicated by the varying levels

of enthusiasm on the part of local enforcement agencies

to investigate and prosecute bribery. More stringent

ABC legislation does not necessarily imply a tougher

anti bribery regime if the legislation is not enforced.

Transparency International recently drew up an anti

bribery enforcement rating for countries in the OECD,

based on anti bribery enforcement agencies’ existing

levels of activity and categorising them as having little,

moderate or active enforcement. 

Applying their methodology to the G20, the results are:

Enforcement levels key: l Active  l Moderate  l Little

Country ABC Legislation Score (/16)

UK 14.5

South Africa 14

USA 14

China 13.5

Turkey 13

Republic of Korea 13

Russia 12.5

Brazil 12

Canada 12

France 12

Mexico 12

Germany 11.5

India 11.5

Saudi Arabia 11.5

Italy 11

Argentina 10.5

Australia 10.5

Indonesia 10

Japan 9.5

Continued from page 4 >>

Our research reveals little correlation between strong

legislative regimes and strong enforcement regimes, as

illustrated in the chart above. 

While it is abundantly clear that the UK and the US both

have robust anti bribery regimes, with both of them

scoring highly on both legislation and enforcement, there

are cases where less stringent legislation is more

actively enforced – for example, Japan has the lowest

legislation score but a moderate level of enforcement –

and where strong legislation is poorly enforced – South

Africa being the most striking example. 

Differing levels of enforcement, then,

serve to further complicate what was

already a highly inconsistent

environment for firms looking to

ensure that they don’t fall foul of local

anti bribery legislation across multiple

countries.

How should banks respond?

Across the G20, it is clear that ABC legislation is both

inconsistent in its content, and wildly varying in its levels

of enforcement. The situation is made more complex by

the fact that many governments – Brazil is one example

- are actively reviewing and revising existing ABC

legislation. Many are also announcing measures to step

up enforcement activity. Banks need to keep track of all

of these developments. Banks need to implement global

anti-bribery and corruption policies and procedures but

they also need to reflect the local law position in the

countries in which they operate. 

Freshfields has developed Bribery Watch, an online tool that
provides a summary and comparison of anti-bribery and
corruption laws and enforcement activity across 100 countries.
It is designed to help banks improve their understanding of the
bribery and corruption risks they face so that they can
implement global anti-bribery and corruption standards that
also address local legal requirements in the countries in which
they operate. 

Contacts for further information raj.parker@freshfields.com and
michelle.bramley@freshfields.com 

mailto:michelle.bramley@freshfields.com �
mailto:raj.parker@freshfields.com�
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CRD IV and Solvency II
The future regulatory framework for European banks and insurance companies will be defined by

the final CRD IV (which gives Basel III legal form in the European Union) and Solvency II

requirements. Both sets of standards are still to be finalised but are at an advanced stage. To

date the standards have evolved independently reflecting separate prudential concerns and the

distinct objectives of improving and harmonising capital standards within the banking and

insurance sectors. 

These sectors have different business

models and risks and this should be

reflected in their prudential

requirements. However, as a result of

the interrelation between the activities

of the banking and insurance sectors,

greater consideration should be given

to the broader macroeconomic impact

of the standards. These regulatory

requirements will have far reaching

impacts for European businesses and

economies and an appreciation of the

interrelation between the requirements

is essential to avoid adverse and

unintended consequences.  

This paper summaries certain key

differences between the business

models of the bank and insurance

sectors which drive the differing

standards and highlights those areas

where a greater co-ordination of the

evolving regulatory frameworks could

produce better macroeconomic

outcomes. 

CRD IV and the underlying Basel III

framework which it codifies were

developed for banks in response to

the recent financial crisis. As a result

CRD IV focuses on enhancing the

quantity and quality of capital as

well as strengthening liquidity

standards. CRD IV largely

concentrates on the own funds

numerator of the capital equation,

and incorporates an aim of avoiding

pro-cyclicality. 

Solvency II predates Basel III and

represents an attempt to harmonise

standards for insurance supervision

across EEA countries and to apply a

risk based capital framework.

Capital requirements are typically

higher under Solvency II but much

depends on whether firms use the

standard formula or internal models.

Solvency II redefines both own

funds and capital requirements

(numerator and denominator), but

does not discuss cyclicality.

The introduction of Solvency II is

likely to have a material impact on

the investment strategies of

insurance companies. As drafted

the capital requirement is

significantly higher under Solvency II

for equity instruments, structured

products such as securitisations

and long term or low rated

corporate bonds. Capital charges

increase with duration and lower

credit risk. EEA government bonds

and covered bonds receive relatively

favourable treatment within

Solvency II hence there is expected

to be additional demand for these

products. 

The introduction of a

regime similar to

Solvency II in Australia

caused a substantial

reallocation from

equities into bonds –

with a subsequent

increase in the volatility

of the local equity

market. 

It is likely that this impact has

already largely taken place in the UK

following the introduction of the ICA

regime in 2006/7. 

There remains uncertainty around

the use of an illiquidity premium

within Solvency II, where insurers

use a discount rate to fair value their

liabilities based on the profile of

their assets.  This is particularly

important in the UK, for example

within annuity businesses. If the

liquidity premium is denied (or its

value curtailed) this may further

reduce demand for corporate loans 

Business
Model

Funding

Liquidity

Banking

Maturity transformation / asset
driven.  
Leveraged balance sheet

Use of short term and wholesale
funding

Strong demand / requirement for
liquidity

Insurance

Risk pooling and transfer, liability
driven.
Assets and liabilities closely matched

Stable funding, low interbank
borrowing

Excess liquidity

Origins of the Standards: The differences between Bank and Insurer
Business Models
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and encourage insurers to enter

into specific transactions such as

liquidity swaps to monetise returns

from their surplus liquidity.

Areas of Concern

1. Asset Duration

Bank liquidity requirements under

CRD IV and insurance asset

selection requirements as a result

of Solvency II are likely to drive

banks and insurers to act in a

similar manner despite their

differences. From a macroeconomic

perspective it would be preferable

for insurers to be incentivised by

their regulatory requirements to

hold term assets (as their liability

structure is typically term) rather

than short term assets. This would

provide banks with an outlet for the

increase in term liabilities they will

require to more closely match their

assets. Solvency II is likely to have

the opposite effect as the current

insurer capital requirements for a

number of asset classes increase

with duration. 

Life insurers are important and

natural providers of long term

funding and liquidity to both banks

and corporates as long duration

assets provide a natural match for

their long term, illiquid nature

liabilities. As currently drafted,

Solvency II is likely to incentivise

insurers to reduce the matching of

their long term liabilities with long

term assets with increasing

investment risk. Insurers may

instead focus on purchasing short

dated and high quality debt -

especially covered bonds, which

will serve to reduce the ability of

issuing banks to issue unsecured

debt, and increase their asset

encumbrance. 

The same Solvency II incentives to

hold shorter debt instruments also

apply to corporate debt securities.

In aggregate these measures will

reduce the ability of insurers to play

their traditional role as providers of

long dated financing to the wider

economy through the banking and

corporate sectors. 

2. Capital Issuance

CRD IV and associated measures

increase the requirements on banks

to raise loss-absorbing capital

instruments. But the notching-down

of the ratings on such paper makes

it far less attractive for Insurers to

hold under Solvency II. Insurers

were previously the main source of

this category of funding. The bias

towards higher rated debt under

Solvency II will also reduce the

likelihood of insurers lending to the

sub-investment grade borrowers,

and increase their propensity to sell

assets on a ratings downgrade.

Further, the consequence of

introducing overt “bail-in” measures

either within CRD IV or as part of

national regulations, over bank

senior debt, may mean that insurers

may no longer be able to play a

major part in this market; many

insurer investment mandates

preclude or limit the taking of equity

risk.

3. Securitisation

Demand for securitisation assets

(now requiring a similar capital

charge to unlisted equity

exposures) is also likely to fall

further hindering banks’ ability to

raise term funding. 

4. Defined benefit schemes

Basel III and CRD IV require banks

to set aside capital to cover deficits

in their final salary pension funds.

There is talk of extending Solvency

II to pension schemes.  There is the

potential for a double whammy, due

in part to the EU authorities

conflating pension schemes with

insured savings.

5. Other

Greater interconnection

is expected to occur

between banks and

insurers as they are

both likely to wish to

hold substantial stocks

of sovereign debt given

new liquidity standards

for banks and capital

charges for insurers.

This could create an irregular

market and concentrated risk to

sovereigns - with its associated

volatility.

Conclusions 
Banks and insurers operate

different business models and it is

appropriate that different capital

standards exist but if these are

designed in isolation significant

asymmetries and inconsistencies

can disturb the vital, and often

complimentary, roles banks and

insurers play in the wider economy. 

Contact: Irving Henry 020 7216 8862 

irving.henry@bba.org.uk

Continued from page 6 >>
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Highlights from Accenture’s 2011 UKI FS
Current Account Customer Survey

By Peter Kirk, Senior Executive and Robert Stubbs, Banking Research Manager,
Financial Services UK at Accenture             

Continued on page 9 >>
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In October 2011, Accenture interviewed nearly 4,000

current account customers across the UK & Ireland

about their providers, delving into the critical areas of

satisfaction, trust, loyalty and advocacy. Since our 2010

survey, strong evidence has emerged that a renewed

focus by banks on customer-centricity – through

enhanced digital offerings, more closely integrated

channel experiences and attention to complaints

handling – has positively impacted the customer. 

But, while satisfaction and service delivery scores have

risen there are still signs of decay in the customer

relationship. Respondents purchased fewer products

from their providers in 2011, and were much less likely

to recommend them to friends and family than they were

twelve months ago. The average importance of service

delivery factors has also fallen, indicating lower levels of

customer engagement. Meanwhile, the proportion of

respondents who perceive their providers as fair,

trustworthy and ethical remains stubbornly low.

EXHIBIT 1: Key UK & Ireland current account survey

findings were a mixed bag…   

Source: Accenture UKI Current Account Customer Survey 2011 (n=3,873)

This widening advocacy gap poses a significant

challenge for banks. With the emergence of strong

challenger brands and new entrants threatening to

disrupt the market, established players will need to fight

harder to attract and retain customers. It is imperative

therefore that banks defend and bolster customer

relationships, taking customer-centricity to the next level

by increasing transparency and further reducing friction

in the customer experience.

The Changing Consumer

Customer expectations are evolving fast – more

demanding, empowered, savvy and self-directed, we

want to bank when it suits us, likely through digital

channels – internet and, in growing numbers, mobile.

We want better, more responsive customer service, and

by-and-large we are receiving it. However, success has

failed to translate into either loyalty or engagement. 

A particular challenge exists in developing relationships

with younger customers. 18-24s start off satisfied with

their banks, but by the time they reach their late 20s

they have joined one of the most disaffected groups in

our survey, with lower satisfaction, higher instances of

complaints, and a greater propensity to switch. 

EXHIBIT 2: Large swings in behavior as customers

move through life-stages…

Source: Accenture UKI Current Account Customer Survey 2011 (n=3,873)

Crucially for banks, this is the age at which customer’s

financial needs usually deepen, as they begin to

contemplate high value products such as mortgages.

Products sold to the customer at 18 will rapidly lose

relevance as their needs become more complex,

resulting in growing frustration. So, managing customers

through ‘life stages’ should become a real focus area for

banks going forward, as they seek to deliver higher

quality, lower-friction services, more relevant products 
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and advice, and improved transparency to drive trust

and restore the banking relationship to the benefit of all

parties.

Restoring the relationship in ‘relationship banking’…

Our survey pointed to three key areas of focus for banks

to drive trust and loyalty… 

1. Drive ongoing service improvement by taking

digital further... and going mobile

Channel usage is shifting towards mobile and away from

telephone, with internet broadly steady. Banks must now

build for mobile, while technological advances continue

to drive the evolution of branch from ‘transaction hub’ to

‘relationship hub’.

EXHIBIT 3: Internet and branch flat, mobile up, while

telecoms shrinks again…

Source: Accenture UKI Current Account Customer Survey 2011 (n=3,873)

To capitalize on this trend, banks must refocus contact

centre staff away from passive voice communications to

more interactive contact tools, embedded within the

digital experience, exploiting IM, social media and ‘can I

help you with that?’ opportunities. Meanwhile, in-channel

execution becomes ever more critical, as banks seek to

reduce friction and prevent customers being forced to

mix-and-match away from preferred channels to

transact.

2. Focus on loyalty to build deeper, more

profitable and compelling relationships 

Low levels of advocacy and trust point to a lack of

loyalty, which if left unaddressed could drive a wave of

switching as customers mature. Banks must build loyalty

schemes that positively reward profitable customers,

making better use of analytics to track changing

customer needs, helping customers negotiate ‘life-

stages’ more successfully. There is also a clear need for

more transparency, which could be achieved through

new PFM tools and more clarity around fees and

charges.

3. Build retention strategies to keep the

customers you want

In 2011, 6 percent of those surveyed switched their

current account. Of these, 58 percent experienced no

problems and 72 percent declared the experience ‘worth

it’. Meanwhile, 10 percent of loyal customers wanted to

switch but, owing to a range of concerns about the

process, did not. As the exhibit below illustrates,

perceptions of switching do not match reality.

EXHIBIT 4: Customer’s perceptions of switching

much worse than reality…

Source: Accenture UKI Current Account Customer Survey 2011

Clearly, with 23 percent of switchers experiencing

problems, there are issues to be addressed. However,

more than twice as many non-switchers (50 percent)

anticipated problems. With the introduction of 7-Day

Switching in 2013, fewer customers will find themselves

laboring under misapprehensions about switching. Rates

could rebound sharply and permanently, meaning banks

must pay specific attention to retention.

The anonymised two-by-two matrix below shows the

balance of movement to and from different providers.

High acquisition/high attrition churners are standing still,

while low acquirers merely shrink. Successful banks

must aim for the bottom right quadrant – attracting

profitable customers, and keeping them.

EXHIBIT 5: Banks must acquire more customers than

they lose to be high performers

Source: Accenture UKI Current Account Customer Survey 2011 (n=236)

Continued on page  8 >>
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Continued from page 9 >>

Next steps…

Banks are making real progress on

customer service. But while this is

boosting satisfaction, it is not yet

driving trust and loyalty. 

Hence, banks must maintain their focus on service,

going further to build deeper, more durable and more

profitable relationships, though:

l taking digital further, with a focus on developing
mobile channel offerings

l focus on building customer loyalty

l create specific retention strategies for more
profitable customers

Getting this formula right will help high performing

banks to drive enhanced levels of cross-sell and

sustainable revenue streams from their current

account relationships. Getting it wrong will result in

intensified customer disengagement, with

accompanying low levels of loyalty and advocacy,

presenting the very real threat of deteriorating market

share as customers switch to more innovative, more

compelling challengers.

Contact: Peter Kirk on +44 161 435 5069

peter.kirk@accenture.com

Robert Stubbs on +44 207 844 9845

robert.a.stubbs@accenture.com

Financial Services
Bill
BBA briefing on the Financial Services Bill for the

Committee Stage raised a number of issues which were

subsequently debated in the Commons, for instance:

l The Financial Policy Committee’s statutory

objectives and whether they tie in sufficiently to

the Government’s objectives for jobs and growth;

l Governance issues including the provision for the

Governor to serve as a deputy governor even after

a full eight year term;

l The lack of a statutory objective for international

competitiveness in respect of the financial

regulatory system;

l The benefit that would be obtained from drawing

National Audit Office oversight into a single

budgetary exercise; and

l The need for the UK to ensure appropriate

coordination in its engagement in international and

EU bodies and the need to work in partnership

with other Member States through the European

Banking Authority and the European Systemic Risk

Board.

A constant theme throughout the Committee’s debate

was that the Minister was not minded to make any

changes to proposals which had been through several

consultations and a pre-legislative scrutiny process,

even in the case of the Governor being able to serve a

full term of office and then serve as a deputy governor,

which must have been an oversight.

Since the Government seems clear that the assignment

of statutory objectives and responsibilities as set out in

the Bill is how it envisages the post-tripartite

arrangements working, we are now turning our

attention to more practical issues arising out of the

various memorandums of understanding between the

authorities and the seemingly reduced commitment to

consultation on the part of the PRA. A point that we will

be keen to emphasise is that good discipline around

consultation contributes to better decision making and

a clearer, shared understanding of the practical issues

involved in potential implementation options. 

Contact:  Paul Chisnall 020 7216 8865 

paul.chisnall@bba.org.uk

mailto:paul.chisnall@bba.org.uk�
mailto:robert.a.stubbs@accenture.com�
mailto:peter.kirk@accenture.com�
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Independent Commission on Banking
The ICB recognised the range of banking reform

measures being taken forward internationally, but

nevertheless did not believe that the financial

stability benefits relating to resolution, insulation of

everyday banking services and curtailment of the

implicit government guarantee could effectively be

achieved without some measure of structural

separation. It therefore proceeded with its

recommendation for retail ring-fencing and outlined

this based on a model in which services are

‘mandated’, ‘permitted’ or ‘prohibited’ for the ring-

fenced bank; a model supported by provisions on

legal, operational and economic links. 

The ICB set out the following

objectives for the ring-fence:

l Make it easier to sort out both
ring-fenced banks and non ring-
fenced banks which get into
trouble, without the provision of
taxpayer-funded solvency
support;

l Insulate vital banking services
on which households and SMEs
depend from problems
elsewhere in the financial
system; and 

l Curtail government guarantees,
reducing the risk to public
finances and making it less likely
that banks will run excessive
risks in the first place.

With the UK Coalition Government

confirming its intention to act upon

the ICB’s recommendations the

focus of the dialogue has moved

onto one in which the industry and

others are working through the

proposals in detail in order to

achieve as practicable an outcome

as possible. This includes looking at

the effect of the structural division

from the perspective of different

client groups, from private banking

and wealth management to the

provision of credit to SMEs and

others. It is also not entirely clear

that the provision of services from

across the ring-fence works from an

economic perspective as the divide

appears to disconnect hedging and

foreign exchange services (of the

type embedded in basic trade-

related services) from deposits

which could otherwise act as

collateral. 

There are also complications in

respect of the inward-looking EEA

and non-EEA divide and the effect

that this has on the provision of

credit to EEA and non-EEA

manufacturers; and further work is

needed to ensure that banks can

undertake essential treasury

functions concerning risk

management, liquidity management

and funding. 

In addition to providing HM Treasury

with a detailed note on practical

issues in respect of ring-fencing, we

have also set out key concerns in

respect of the primary loss-

absorbing capacity proposals.

These include the need to ensure

that the UK bail-in regime mirrors

any regime introduced at a

European Level, the scope of the

primary loss-absorbing capital

(PLAC) requirements and the need

to give further thought to the

potential consequences of

recalibrating the leverage ratio.   

The BBA is also monitoring the

discussions taking place within the

High-level Expert Group established

by Commissioner Barnier under the

chairmanship of Erkki Liikanen to

consider the question of whether

Europe should adopt structural

measures. We are also represented

on an EBF Taskforce established to

put together a common banking

industry position that can be fed

into the group as and when seems

appropriate. 

Contact: Paul Chisnall 

020 7216 8865 

paul.chisnall@bba.org.uk

mailto:paul.chisnall@bba.org.uk�
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International Financial Crime Threats to
The Banking Sector
The publication of new international standards

by the FATF1, recent Cross-Government

strategies on cyber and fraud and other FSA

reports have increased the profile of financial

crime issues over the past year.  To help

ensure that new laws and policies are

developed with a real understanding of the

realities of implementation for banks, the BBA

has sought in 2012 to proactively engage with

Government and other relevant bodies.

With this in mind, in March 2012 the BBA sent to the

Home Office a report setting out a banking sector

perspective on international financial crime threats,

building upon consultation with members including a

round-table meeting in late February. 

The report underlined the global

nature of crime threats to the banking

sector, and highlighted areas of

potential enhanced partnership

between the BBA and Government. 

In particular we emphasised the mutual benefits that

could be gained in enhanced sharing knowledge on

international challenges in supporting banks to target of

financial crime controls in a risk based manner and

enhancing capabilities to track down stolen funds. 

The BBA was pleased to receive a highly positive

response from the Chief Executive of the National Fraud

Authority on April 4th, Stephen Harrison, in which he

described the BBA report as “well written” and similar to

reports they are developing to improve “strategic

reporting for Ministers”. He also confirmed his support

for “more cooperation between the Government and the

banking sector to address the issues…”  Follow up

discussions are planned over the coming months.

The BBA also recently submitted to a UN Experts Panel

on Iran on effective implementation of sanctions and are

working on additional representations to Government on

cyber security issues. These topics will be covered in

detail at our Financial Crime Conference this autumn. 

1 Financial Action Task Force, lead inter-Governmental body

for anti money laundering and counter terrorist financing

Contact: Matthew Allen 020 7216 8823

matthew.allen@bba.org.uk

mailto:matthew.allen@bba.org.uk�
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Brain culture and banking: 
A new model for delivering
service?
Brain science is a hot topic as we try to make better sense

of human behaviour through neuroscience and behavioural

economics. Daniel Kahneman’s new book Thinking, Fast

and Slow is in the bestseller list and behavioural

economics/finance is being applied to both product design

and now customer service in banking (see

www.procter.co.uk/news). 

Behavioural Economics (BE) shows

that behind every customer decision

there is a gut feeling, intuition, or rule

of thumb. People often don’t behave

rationally and are affected by a whole

host of cognitive biases – and our

decisions are heavily influenced by

how information is presented to us

and the situation we’re in. 

Our consumer research for BT/Avaya,

Youbiquity Finance, show over 72%

still rely on human interaction (branch

or phone) for banking so new

techniques to improve customer

experience and trust are important.

We have worked with The Behavioural

Architects (www.thebearchitects.com)

on ideas for banking:

1. Customer experience journey

improvement

E-bay and online stores have

improved their customer service using

mental chunking. This eliminates the

customer’s ‘no man’s land’ feeling by

emailing or texting to let them know

when an order has been processed

and when it has been dispatched,

reassuring customers and also

increasing the sense of anticipation

leading up to the purchases being

delivered. The BT/Avaya Youbiquity

Finance research shows that over

60% of consumers would welcome

more proactive messaging in banking.

2. Designing better scripts, guides

and real-time prompts 

Scripts and guides need constant

review to maximise the impact of

customer communications, as well as

guaranteeing compliance. One of the

core BE principles is anchoring. In

customer service, an example may be

the way an advisor resolves a

complaint: “The standard solution for

your problem is X, but I am going to

see if we can go one better and do Y”.

The resultant customer feedback will

be more positive.

Another core BE area is framing, when

a change of presentation of the same

information can lead to radically

different results. BE can be used to re-

shape scripts for powerful impact.

Leveraging concepts such as

commitment bias when the advisor

asks the customer “would you

consider this offer if I send you some

details?”

3. Supporting self-service by

creating great online and IVR

architecture

Social norms can also be used to

present self-service options as the

norm rather than the exception to

drive take up (e.g. “65% of our

customers choose this option”). BE’s

loss aversion techniques can be used

to support take up among uncertain

customers by switching the

proposition. Instead of suggesting to

customers “You can save 10% by

renewing online”, reposition the phone

offer as a loss “Customers who renew

over the phone will be charged an

extra 10%.”

BE can help reduce customer effort,

the new customer measurement

metric. This would be welcome as the

Youbiquity Finance research found

44% of consumers say they had to

put forth a high or very high effort to

open a current account. 

Marcus Hickman, Director, Davies

Hickman Partners Ltd

Marcus specialises

in consumer

research, analysis

and strategy in

customer contact

and experience.

Davies Hickman Partners has worked

with over 50 leading global brands.

Previously Marcus was Managing

Director of The Henley Centre (now

The Futures Company), part of WPP,

where he worked for 12 years..

Behind every customer
decision there is a gut
feeling, intuition, or rule
of thumb

http://www.procter.co.uk/news�
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Data Protection Workshop

14 May 2012

This practical, introductory, one-day
workshop focuses on the fundamentals of
data protection law and the application of
those rules in practice in the day-to-day
operations of financial institutions. Using a
combination of lecture and case studies, it
will be relevant to those seeking a ‘hands-
on’ explanation of data protection and to
understand the implications of these laws
on their individual responsibilities and for
their organisation.

Payment Card Industry Data Security
Standard  

17-18 May 2012

This comprehensive two-day training
workshop will explore the PCI Security
Council's objectives, explain how the
standard applies to everyone involved with
cardholder information and assist firms in
achieving compliance. Attendees will be
equipped with the knowledge and skills to
maintain and facilitate PCI-DSS corporate
implementation.

Health-Checking your AML and
Financial Crime Regime

23 May 2012

Ensuring your firm has a robust financial
crime regime is essential in order to survive
an FSA/FCA ARROW or themed review of
your systems and controls. Your firm must
be able to demonstrate a reasonable and
proportionate approach. This one-day
workshop is in tune with the outcomes-
focused, more intrusive FSA regulatory
framework and will help attendees achieve
an holistic approach to financial crime.

Advanced Liquidity Risk
Management

24 May 2012

Delivered by Moorad Choudhry, the Head
of Business Treasury, Global Banking and
Markets at the Royal Bank of Scotland, this
workshop is aimed at senior or experienced
treasury and finance practitioners. It will
cover the complete spectrum from
governance and policy to risk measurement
and stress testing. Delegates will leave with
a more complete understanding of leading
edge liquidity risk practice.

BBA Training Workshops

Essentials of Banking Risk Workshop

28-29 May 2012

This two-day programme has been designed
for staff new to financial services or the area of
risk, or those who would benefit from an
understanding of risk-related issues at a
fundamental level. This workshop will cover
functions and forms of banking, international
regulation of banks, market risk measurement
and operational risk management.

Money Laundering Induction
Workshop

30 May 2012

Designed for new and recently appointed
MLROs and nominated officers, the induction
workshop is an essential primer for all officers
assuming responsibilities for anti-money
laundering issues. It has been fully revised and
updated to reflect the Money Laundering
Regulations 2007 and JMLSG Guidance notes
and 3rd EU Directive, the requirement to
follow a risk-based approach.

Stress Testing and Scenario Analysis
Workshop

11-12 June 2012

This practical and interactive workshop will
discuss the integration of stress testing within
your bank’s enterprise-wide risk management
framework, with specific emphasis on
strategic planning, risk appetite, capital
adequacy, ICAAP, and contingency planning.

Introduction to Derivatives

15 June 2012

This one-day introduction will take delegates
through the life cycle of different derivatives
transactions showing the key players, the
various stages and procedures, look at
crucially important controls and follow the
clearing and settlement processes.

MiFID2 and the Alternative Investment
Fund Managers Directive (AIFMD)

19 June 2012

This one-day workshop has been designed to
explore the background and proposals for
both the Markets in Financial Instruments
Directive amendments (MiFID2) and the new
Alternative Investment Fund Managers
Directive (AIFMD). During the course of the
day, delegates will learn about the forthcoming
changes which represent the outcome of the
post-implementation review that was
predetermined when MiFID was originally
introduced in November 2007.

FSA’s Risk Based Supervisory
Approach

22 June 2012

The FSA's ARROW process is being
replaced by a two-pronged approach in
advance of the introduction of “twin peaks”
regulation in April 2013. It remains crucial
that you take a proactive approach to
managing your regulatory risk. Attend this
half-day workshop and ensure you and your
senior management are in a position to deal
with the various issues surrounding visits
from the FSA.

Introduction to Operational Risk

25 June 2012

An essential part of effective management of
operational risk is understanding how
operational risk manifests itself in firms. This
one-day workshop will introduce participants
to a number of the key aspects of
operational risk, what it is, why it has grown
in importance and the need to control it.
Attendees will build a solid conceptual
foundation and apply this in practice through
hands-on case studies and exercises.

How to Respond to a Section 166
(FSA’s Skilled Person Report)

27 June 2012

This half-day workshop will provide

participants with a sound overview of the

types and causes of the Section 166

requested by the FSA over the recent years.

It will explore the programmes to avoid

them, and how to respond efficiently after a

Section 166 report. 

Introduction to Bribery and
Corruption

29 June 2012

This introductory half-day workshop will
enable attendees to have a basic
understanding of bribery and corruption in
business, the UK Bribery Act and equip
them with the necessary knowledge to deal
with challenging ethical situations.

For more information on these, and

many more training opportunities,

please contact: Ruth Gibbons, 

Senior Conference & Training Producer

on 020 7216 8843 

or ruth.gibbons@bba.org.uk

mailto:ruth.gibbons@bba.org.uk�
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All events listed below are held at the
British Bankers’ Association, Pinners
Hall, 105-108 Old Broad Street, London
EC2N 1EX, unless stated otherwise…

FATCA Update Seminar
29 May 2012

This conference will allow delegates to

engage with those who have influenced the

Foreign Account Tax Compliance Act (FATCA)

regulations’ direction to really understand

what FATCA may mean in practice and learn

how FATCA may continue to develop ahead

of the publication of the final regulations.

Data Protection and Privacy
Conference
14 June 2012

Attend this annual conference to learn about

the latest developments in regulation and

best practice in data protection and privacy

for financial services, including implications

of the EU Data Protection Directive for banks.

Cyber Crime Briefing
26 June 2012

This briefing will examine how banks can

mitigate the threat of cyber crime.  Related

regulation, threats specific to the banking

industry and strategies for reducing cyber-

crime risk will be discussed.  

BBA Conferences/Seminars/Briefings

BBA Venue
Hire
If you are considering a venue for your

next conference, training workshop,

board meeting or roundtable dinner, the

BBA’s Pinners Hall venue can provide

you with the perfect setting combined

with years of event management

experience. Members should feel free

to get in touch about using our facilities

- we offer very competitive rates. 

More information can be found on our

website at www.bba.org.uk/pinnershall

or alternatively email:

sandra.dane@bba.org.uk or call: 020

7216 8886

Download Brochure here

For more details on any of our
conferences or to make a booking
please visit: 
www.bba.org.uk/events-and-training
or email: conferences@bba.org.uk

Conference Contacts:
We have sponsorship and exhibition
opportunities available, contact Claire
Rhodes, Head of Events on 020 7216
8832 or email: claire.rhodes@bba.org.uk

mailto:claire.rhodes@bba.org.uk�
mailto:conferences@bba.org.uk�
http://www.bba.org.uk/events-and-training�
http://www.bba.org.uk/download/6401
mailto:sandra.dane@bba.org.uk�
http://www.bba.org.uk/pinnershall�

