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When the financial services industry works well, 
it creates growth, prosperity and peace of mind 
for hundreds of millions of people. No other 
industry touches so many lives or shapes so 
many futures.

At EY Financial Services, we share a single focus — 
to build a better financial services industry, not just 
for now, but for the future. 

We train and nurture our inclusive teams to 
develop minds that can transform, shape and 
innovate financial services. Our professionals come 
together from different backgrounds and walks of 
life to apply their skills and insights to ask better 
questions. It’s these better questions that lead to 
better answers, benefiting our clients, their clients 
and the wider community. Our minds are made to 
shape a better financial services industry. It’s how 
we play our part in building a better working world.

Minds made for shaping financial services
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If 2018/19 was predominantly about challenge, 2019/20 is predominantly about 
change — transformational change in some sectors. Charles Randell, Chair of the Financial 
Conduct Authority (FCA) set the scene for the FCA’s Business Plan 2019/20 by focussing 
on the degree of change in financial services, and the risks and opportunities change can 
bring: both to firms and to regulators.

Change is inevitable, increasingly fast moving and widespread: whether it be technological 
innovation changing the way firms do business; demographic change and evolving 
consumer needs and vulnerabilities; changes in the global context as the UK prepares to 
leave the EU and starts to consider the future regulatory landscape; or changes in public 
expectations. This year’s Business Plan reflects these changes and many others, and sets 
out the implications for the FCA’s priorities and activities. It will clearly be another year 
of difficult choices given the growing scope of the FCA and the considerable demands of 
EU Withdrawal on finite resources. 

Firms should, therefore, view the priorities included within the Business Plan with a 
keen resolve and a proactive mindset, appreciating the level of scrutiny involved in their 
selection and, hence, the importance to the FCA. A number of new measures have been 
announced in the Business Plan, which we will discuss in this document, but the themes 
are not new and should come as no surprise given the FCA’s ongoing commitment 
to creating a fair, transparent and well-functioning financial services market for all 
consumers. 

Overarching priorities

It is understandable, given the complexities and uncertainties of EU Withdrawal, that 
Brexit will be the most immediate challenge for the FCA over the coming year. However, 
it is reassuring that the FCA remains focussed on its continuing cross-sectoral priorities 
(culture and governance, operational resilience, financial crime and anti-money 
laundering, and the fair treatment of existing customers) and strategic challenges 
(including innovation, data and data ethics, and, new for 2019/20, demographic change). 
We will consider the key elements of these priorities in more detail.

The FCA’s other new strategic challenge for 2019/20 is the future of regulation, which 
is appropriate given the changes that will follow EU Withdrawal. Key priorities for the 
FCA include the proposed duty of care, working with HM Treasury on the future of UK 
financial services legislation, the cost of regulation (including how technology could 
enhance the FCA Handbook) and offering greater transparency on issues at the perimeter 
of regulation. Firms should be ready to engage, and share their views on these and other 
important issues. 

Foreword

John Liver

EY Global Regulatory 
Reform

+ 44 7717 736 246 
jliver1@uk.ey.com

In the face of 
fast moving and 
widespread change, 
the FCA Business Plan 
makes it clear that 
maintaining the status 
quo is not an option 
for firms or regulators 
this year. Firms that 
can help drive change, 
rather than follow the 
leader, are likely to be 
able to differentiate 
themselves from 
their peers.

“

John Liver
EY Global Regulatory 
Reform

Key suggestions for firms

1
Make early progress towards a 2021 transition deadline from the London 
Inter-bank Offered Rate (LIBOR).

2
Ensure resilience considerations are embedded in firms, particularly around 
change and third-party risk management.

3
Ensure fair pricing across all products, taking account of the FCA’s potential 
pricing interventions for existing customers.

4
Consider the associated risks of applying new technology, both in the way that 
firms do business and in the way they engage with customers.

5
Utilise technology and data to improve the effectiveness of financial 
crime controls.
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Although the FCA is working jointly with the Prudential Regulation Authority (PRA) and Bank of England in 
a new Climate Financial Risk Forum, climate change is not a specific FCA priority for 2019/20. However, 
with the PRA’s expectations for the management of financial risks from climate change now set out in a 
supervisory statement for banks and insurers, we could well see climate change become a priority for the 
FCA in 2020/21.

Banking and capital markets 

The impact of the EU Withdrawal will be the primary focus for the wholesale sector over the coming year. 
The FCA will continue their work on market abuse and will emphasise the importance of the transition from 
LIBOR. Data is also a key theme, where the FCA is analysing who has access to data and how it is used within 
wholesale financial markets. 

Consumer protection across all demographics remains a key priority. The FCA aims to implement their 
interventions in the High Cost Credit Review whilst also focussing on supporting consumers to switch their 
mortgages. Additionally, the regulator intends to identify and take action on business models that drive 
unaffordable lending. The FCA also aims to ensure that payment services are accessible, safe, reliable and 
resilient through the promotion of high standards of conduct from firms. 

Wealth and asset management

Following on from the Asset Management Market Study (AMMS), the FCA’s focus remains on ensuring that 
asset managers are providing consumers with access to a range of products that are of good value. Further 
work will be undertaken in the upcoming year to improve stewardship within the existing structure of UK 
capital markets.

Concern remains in the retail investments sector around the suitability of advice, particularly in two areas 
where there is greater risk of consumer harm: defined benefit pension transfer advice and advice on high risk 
investments. The FCA’s issuance of a number of ‘Dear CEO’ letters to Contracts for Difference (CFDs) providers 
has demonstrated the FCA’s serious concern in this area.

Insurance and pensions

In line with recent findings published by the FCA, protecting consumers through fair pricing strategies and 
products that deliver value are the key priorities within the insurance and pensions sector. The regulator’s 
key focus will be on understanding pricing practices and the governance and oversight across the distribution 
network as well as consumer accessibility of products.

The future will bring a need to be smarter, focusing more 
on the outcomes we seek, making greater use of technology, 
improving our business processes and streamlining our 
handbook. The world is changing and so must we.

“
Charles Randell
Chair, FCA

In conclusion, one of the overarching messages in the FCA Business Plan 2019/20 is that maintaining the 
status quo will not be an option for firms or the regulators. However, as the Business Plan highlights, change 
brings both risks and opportunities. Just as the FCA is changing, firms have an opportunity to get ahead of 
the curve and embrace the conduct agenda as part of their own strategic evolution of governance, operations 
and products and services. Firms that can help drive change, rather than follow the leader, are likely to be 
able to differentiate themselves from their peers.
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The FCA faces a similar 
challenge to firms they 
supervise; what happens 
with Brexit and when? 
For now, they must 
continue balancing the 
challenges of a broad and 
rapidly evolving domestic 
agenda, delivering on 
their statutory objectives, 
and managing an 
undetermined exit from 
the EU. 

“

Andrew Pilgrim
EY Financial Services, 
Government Lead

6 |  What the FCA Business Plan 2019/20 means for your firm

EU Withdrawal and 
international engagement

It’s impossible to contest FCA CEO Andrew Bailey’s statement that the UK’s departure 
from the EU is ‘the most immediate challenge’ the FCA faces. It is also the most 
unpredictable. As things stand, the FCA must consider a range of scenarios for the next 
year: from the Withdrawal Agreement being approved by the Parliament, to the UK 
leaving the EU without a deal or even continuing membership of the single market in 
some form.

In the most serious scenario of a no-deal, the FCA would, overnight, assume additional 
regulatory responsibilities, including supervising UK trade repositories, credit rating 
agencies and securitisation repositories. Alongside this, the various temporary 
permissions regimes would go live for European Economic Area (EEA) entities operating 
in the UK. The Business Plan also highlights two sectors that would be most impacted 
and need particular attention — wholesale financial markets, general insurance and 
protection — due to the scale and nature of cross-border business. At the same time, 
the FCA would take on an important and immediate role in advising government on 
equivalence determinations, both for the EU and other third countries.

Beyond these immediate concerns, the FCA is looking longer term at the UK’s post-
Brexit regulatory landscape. The Business Plan notes the objectives Philip Hammond, 
the Chancellor of the Exchequer, set out in his Spring Statement, and it is encouraging 
the FCA will be working on these issues with HM Treasury. The FCA will have an 
important role to play in ensuring the UK maintains world-leading financial services 
regulatory standards, remains open to its international markets and looks to realise 
new trading opportunities.

Delivering this additional capability remains costly. Brexit costs for the FCA for this 
year are budgeted at £21.9mn, albeit slightly down from last year’s £30mn. Firms can 
again expect to contribute an additional £5mn through annual funding, whilst £7.7mn 
is absorbed in the FCA’s Ongoing Regulatory Activity budget by reducing non-critical 
activity. Challenging decisions around priorities and planning will clearly continue. 

In these unpredictable times, the FCA has prepared markets, participants and its 
regulatory framework for the UK’s departure from the EU, whilst continuing to push 
an ambitious domestic agenda. It’s a wise approach that firms should also continue 
heeding as they balance Brexit contingency planning with other business priorities.

Andrew Pilgrim

EY Financial Services, 
Government Lead

+ 44 7824 084 856 
apilgrim@uk.ey.com





Firms’ culture and governance

Operational resilience
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cross-sector 
insights



9What the FCA Business Plan 2019/20 means for your firm  |

EY summary insights on these issues What this means for your firm
The FCA is focused on how firms can assess and embed their 
own culture through key drivers such as purpose, leadership, 
management capabilities, remuneration and incentives. 

The role of purpose is a key theme for the FCA. It will respond with 
further output from its work on the causal link between healthy 
cultures and business models, and the impact on consumers, 
markets and firms. What is already clear is that the FCA expects 
a focus on customer outcomes to be embedded within a firm’s 
culture and decision-making.

The FCA has put firms on a warning that a lack of engagement 
or awareness of the FCA’s priorities could in itself be seen as a 
cultural failure.

Firms should consider how they can assess and evidence 
a healthy culture and fully engage on the broad range 
of FCA priorities in this area. In doing this, firms should 
seek to identify existing cultural measures which could 
be considered ineffective and drivers of an unhealthy 
culture.

Firms should ask themselves — is our strategy and 
business model designed to support customer outcomes 
rather than simply commercial interests? Have we got 
balanced incentive arrangements which drive good 
behaviours? 

The Senior Managers and Certification Regime (SM&CR) will apply 
to solo regulated firms from December 2019. This represents a 
significant development to the current standards in this section 
of the industry. Through the application of conduct rules to 
a wider range of staff, the FCA will enforce greater individual 
accountability and awareness of conduct issues across firms. 

The FCA is also establishing a public Directory which will host 
information about individuals in key roles not included on the 
SM&CR Register. Firms will be responsible for the timely and 
accurate reporting of Directory information to the FCA on an 
ongoing basis.

Solo regulated firms will need to implement governance 
frameworks that can demonstrate effective controls 
of allocated accountabilities — including responsibility 
mapping, allocation of prescribed responsibilities and 
handover procedures — and embed conduct training 
methodologies that can be assessed at least annually.

The Senior Manager responsible for certifying staff will 
be responsible for maintaining Directory records. 

The FCA will continue to enhance supervisory oversight of firms’ 
remuneration practices, with an expectation that firms ensure 
incentive schemes do not drive behaviours that result in harm to 
consumers or markets.

Firms should ensure that reward structures do not focus 
solely on short-term or financial performance metrics. 

Performance management should be customer-focussed 
and easy to understand, clearly promoting behaviours 
aligned to ensure good customer outcomes.

Remuneration, culture and 
accountability remain cornerstones of 
the FCA’s approach to drive consistent, 
fair and sustainable customer 
outcomes. Firms’ willingness to engage 
and contribute to the FCA’s priorities 
is, in itself, a demonstration of the 
effectiveness of a firms culture. 
Simon Turner 
EY Wealth and Asset Management

“  

Firms’ culture and governance

Simon Turner 
EY Wealth and Asset Management 
+ 44 7788 887 165 
sturner@uk.ey.com
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EY summary insights on these issues What this means for your firm
Over the past year, poor change management has been the largest 
cause of operational disruption. This is despite the sector self-
assessing its capabilities as mature.

The FCA recognises the extent of change needed to satisfy firms’ 
digital, simplification and cost aims, but is likely to set increasingly 
demanding standards in respect of the associated change control 
environments.

Firms should revisit their self-assessment of 
change governance and control, ensuring resilience 
considerations are embedded in both in-flight and 
planned transformation programmes.

The regulator will further assess firms’ management of third-party 
risk, with focus on topics, such as cloud, data and testing. Despite 
the long running FCA focus on Third Party Risk Management 
where specific guidance was issued in 2014 and 2016, this area 
remains a source of disruption within the industry. 

Firms should review who their critical suppliers are and 
reassess the management of supplier resilience. 

A key aspect of this is for firms to ensure that all 
performance data on third parties fully reflects the 
resilience risk.

The FCA, PRA and Bank of England will publish a joint consultation 
paper later in 2019, further clarifying their expectations of firms’ 
Senior Managers in relation to the governance and oversight of 
their resilience frameworks. 

Firms should define responsibilities and skill 
requirements, mapping them to Senior Manager 
Functions. Defining information and reporting lines is 
essential to ensure appropriate oversight of resilience 
frameworks.

Last July’s Operational Resilience Discussion Paper was the first 
joint paper issued by the FCA, Bank of England and PRA. This 
clearly signals the intent of the regulators to coordinate their 
efforts to improve the resilience of the sector. European regulators 
are taking a similarly coordinated approach.

Firms should be alert to understanding new regulatory 
initiatives on operational resilience across jurisdictions. 
Firms should use enhanced (CBEST-style) penetration 
testing to test cyber resilience capabilities.

On the basis of reported incidents 
and outages, the FCA has identified 
change and third-party risk 
management as the two main risks  
to the resilience of the financial 
services sector, which it plans to 
proactively address.
Steve Holt 
EY IT and Cyber Risk

“  

Steve Holt 
EY IT and Cyber Risk  
+ 44 7796 258 319 
sholt2@uk.ey.com

Operational resilience
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EY summary insights on these issues What this means for your firm
The FCA intends to explore the use of technology and data to 
improve their approach to testing. They will expect firms to 
monitor the effectiveness of their own systems and explore 
RegTech solutions to tackle financial crime and money laundering.

Firms should prepare for more technology-driven 
effectiveness testing by the FCA. They should be aware of 
their own system capabilities, and ensure that they have 
the capacity and capability to provide the FCA with quick 
access to data and systems.

The FCA is increasing collaboration with other national agencies to 
enable an intelligence-led approach to supervision.

This collaborative tone should signal to the industry that the 
FCA are expecting better information sharing and industry-led 
initiatives to combat financial crime.

Firms should look to improve collaboration internally and 
across their industries through sharing data, financial 
crime intelligence and promoting best practice across 
jurisdictions.

Market abuse and fraud are prominent on the FCA’s agenda where 
the convergence of financial crime risk is a recurring theme. Firms 
will be expected to leverage existing controls and practices to 
address these new areas of focus.

Firms should consider bringing insider dealing, market 
manipulation, fraud and tax evasion into the scope 
of their financial crime control framework. This could 
include merging risk assessments, and understanding the 
governance and controls in place to mitigate emerging 
risks. 

The FCA is focusing on fraud risk across sectors, including the links 
between fraud and other types of financial crime, with the aim of 
encouraging technology-driven initiatives to strengthen controls 
across the industry. The FCA will also focus on scam prevention, 
including the continuation of the ScamSmart campaign for 
pensions and investments. 

Firms should understand the specific fraud risks facing 
their firm and their sector, consider how they articulate 
their fraud risk appetite and challenge whether they have 
appropriate controls in place.

The FCA is looking to adopt a more data-driven approach to 
supervision and will increase reliance on the output of the annual 
Financial Crime Data Return. 

Firms should look to improve data quality and 
management oversight of information reported internally, 
particularly where this is in scope of the FCA’s annual 
Data Return. 

Debbie Ward 
EY Financial Crime 
+ 44 7770 803 042 
dward1@uk.ey.com

The FCA are placing an emphasis 
on collaboration and innovation to 
tackle financial crime. The increasing 
convergence of financial crime 
risks and improved cross-industry 
collaboration could lead to a 
significant change for the future of 
financial crime risk management.
Debbie Ward 
EY Financial Crime

“  

Financial crime (fraud & scams) and 
anti-money laundering (AML)
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EY summary insights on these issues What this means for your firm
The FCA continues their investigation into the fairness of firms’ 
pricing practices. However, concern remains around competition 
not working effectively for consumers in a range of markets.

In responding to this, the FCA is looking at a range of options to 
improve customer outcomes, with a specific focus on existing 
customers. A number of potential pricing interventions are under 
consideration.

Outcomes of the General Insurance Pricing Practices Market Study 
and the Fair Pricing Discussion Paper will be publications to watch 
out for during 2019. 

Firms need to think more broadly than simply complying 
with rules. There will be continued scrutiny of pricing 
strategies, governance frameworks, policies, systems and 
use of data.

Firms should set a fair pricing appetite statement, and 
use analytics to interrogate adherence as a preventative 
control.

Firms should review insights gained from complaints, with 
a particular focus on small and medium-sized enterprises 
(SMEs), reflecting the FCA’s concerns in this sector.

The FCA expects firms to be undertaking ongoing compliance 
monitoring against the 2017 transparency rules. They will be 
conducting an impact evaluation of these reforms to identify 
potential remedies and feed these into the General Insurance 
Pricing Practices Market Study. 

In light of recent breaches, firms should review 
implementation of relevant rules and guidance, including 
renewals transparency and the Insurance Distribution 
Directive. 

The cash savings market has been under the FCA’s spotlight since 
2014. However, the regulator is increasingly of the opinion that 
its previous information-based remedies are insufficient to offer 
adequate market reform. Following the FCA’s Discussion Paper 
on cash savings, they have given a strong indication that a more 
interventionist approach may be taken, through the introduction 
of a basic savings rate. 

Firms need to recognise that the FCA’s long held 
concerns around the functioning of the cash savings 
market will now likely lead to more radical reforms. With 
the FCA also considering how Open Banking can extend 
to the savings market, these measures may present 
market opportunities, particularly for newer providers. 

Following the publication of the FCA’s Mortgage Market Review 
Final Report in March 2019, the regulator continues their work 
to understand why customers, who could switch to a cheaper 
product, choose to remain on their reversionary rate. They 
are consulting on sweeping rule changes to enable ‘mortgage 
prisoners’, as well as ‘apathetic customers’ to move to a new 
mortgage product.

Records should clearly demonstrate why customers are 
treated differently. Enhanced analytics could be adopted 
to identify customers who are unnecessarily remaining 
on an expensive reversionary rate. Firms should contact 
these customers to inform them of their product options.

Jenny Clayton 
EY Retail Banking and 
Wealth Management 
+ 44 7831 383 178 
jclayton2@uk.ey.com

The impacts of the Citizens Advice 
Bureau (CAB) super-complaint on pricing 
practices have reverberated across the 
industry. It is clear the FCA is going to 
continue to press home its focus on fair 
pricing throughout this year. Exploiting 
customer inertia is set to become a thing 
of the past. 
Jenny Clayton 
EY Retail Banking and Wealth Management

“  

Fair treatment of existing customers
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EY summary insights on these issues What this means for your firm
Advances in the use of data, machine learning and Open Finance 
provide opportunities for improvements to services, but also 
create new risks.

Ensuring algorithms are bias-free, well governed, and operating in 
customers’ and the markets’ interest involves a number of steps. 
These include devising new controls, building digital skills within 
risk functions and developing specific governance procedures.

The FCA’s Open Finance advisory group will drive forward benefits 
from firms sharing data more openly.

Firms should ensure they can demonstrate clear, robust 
and ethical outcomes from the use of algorithms. Using 
external and internal data sources could support firms to 
develop new customer facing propositions. New entrants, 
on the other hand, may look to exploit the Open Banking 
infrastructure to build competing propositions.

The FCA recognises that vulnerable customers disproportionally 
suffer from firm’s business models and are looking to understand 
how technology could support these customers. Numerous 
FinTech solutions have emerged that can aide better outcomes 
for vulnerable customers. These range from customer-facing 
budgeting and personal finance management tools, to internal 
tools that help financial institutions better interrogate their own 
data to understand vulnerability. 

Firms should determine which technology propositions 
can support processes for vulnerable customers. Firms 
should consider whether they are setup to work with 
FinTech firms, including in areas such as procurement, 
compliance, legal and scouting. The strategies for 
partnering in technology development should be 
determined (e.g., build vs. buy vs. collaborate decisions).

Many FinTechs have global ambitions, but expansion can 
be hampered by the wide-ranging and complex regulatory 
jurisdictions in place. Regulators must collaborate to secure a 
more joined up global FinTech regulatory environment. The FCA’s 
upcoming Global Financial Innovation Network (GFIN) pilot with 17 
other jurisdictions should be a stepping stone to this.

Firms should consider the impact of greater access to UK 
markets for non-UK firms. GFIN activity could support 
firms’ own international innovation efforts, and firms 
should continue to monitor this.

It’s impossible to ignore the phenomenon of cryptoassets and 
the need for action to address the risks associated. Along with 
the feedback statement and finalised perimeter guidance on 
cryptoassets, the FCA will provide technical guidance to the 
Treasury on extending the perimeter for utility and exchange 
tokens. The FCA will also provide guidance on extending the 
financial crime provisions to certain activities relating to 
cryptoassets.

The maturing of regulation for cryptoassets may impact 
operations and present new opportunities for firms.

It’s great to see the FCA maintain 
its reputation as the world’s most 
innovative regulator, driving 
several exciting initiatives across 
topics including data ethics, global 
coordination, supporting vulnerable 
customers and Open Finance 
propositions.
Thomas Bull 
EY UK FinTech Strategy

“  

Thomas Bull 
EY FinTech Strategy 
+ 44 7775 750 395  
tbull1@uk.ey.com

Innovation, data and data ethics
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EY summary insights on these issues What this means for your firm
Advances in technology, health care and lifestyles mean people 
in the UK are living longer than ever before. By 2066, there 
could be an additional 8.6 million people in the UK over the age 
of 65 (Office for National Statistics, 2018). The FCA continues 
to be concerned with the financial implications for older and 
younger generations alike. The latter, for example, will need 
to have an unprecedented level of savings to cover extended 
retirement periods and maintain the same standard of living as 
current generations.

One of the key questions for firms is whether the savings 
and pensions products of today are fit for purpose for 
the population of tomorrow. Considerations should 
include how to engage with future generations to ensure 
financial planning arrangements will meet the needs 
of these individuals living longer in retirement. Firms 
should acknowledge these demographic changes in their 
strategy, product development and product reviews. 

The topic of customer vulnerability is increasingly becoming a 
priority and a matter of public and cross-industry debate. In March 
2019, the Treasury Select Committee heard evidence from the 
FCA, Equality and Human Rights Commission and the Equality 
Advisory Support Service, following concerns that certain groups 
of consumers are excluded from accessing basic financial services. 
Regulators in other industries, such as utilities, have already 
published specific rules and expectations of firms. The FCA’s 
upcoming guidance will provide the financial services industry with 
the opportunity to ensure the most vulnerable in society are not 
disadvantaged. We expect the guidance will encourage firms to:

 • Use data and innovation to proactively identify specific 
vulnerable situations and inform appropriate action. This could 
include predictive indicators of where individuals may become 
vulnerable or experience harm. 

 • Have robust policies and procedures in place to support 
customers who may be at greater risk of harm.

 • Ensure that the design and development of products and 
services take account of any potential harm and unfair 
outcomes for vulnerable customers.

 • Consider behavioural biases to help customers achieve 
better outcomes.

Firms should consider where predictive indicators and 
technology — such as artificial intelligence (AI) — can have 
the greatest impact given the number of vulnerability 
types, various customer journey touchpoints and 
likelihood of customers to self-identify vulnerability.

Successful approaches will balance the ethical and legal 
aspects of data usage for potential customer benefit.

Firms should ensure technological advances in channel 
and product offerings are developed with vulnerable 
customers in mind, without further isolation or exclusion. 
Innovation is transforming the way in which vulnerable 
customers engage with their finances, although 
these customers are also the least likely to be able to 
access them.

The demographic of the UK 
population is shifting at a dramatic 
rate, and customers’ financial needs 
are evolving as a result. Ensuring the 
industry can meet the diverse needs 
of future generations and protect 
society’s most vulnerable, will remain 
long-term focus areas for the FCA.
Jenny Clayton 
EY Retail Banking and Wealth Management

“  

Demographic change

Jenny Clayton 
EY Retail Banking and 
Wealth Management 
+ 44 7831 383 178 
jclayton2@uk.ey.com
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EY summary insights on these issues What this means for your firm
The FCA has made it clear from the Business Plan that they 
want asset managers to be agents for investors, good market 
participants and good fiscal agents.

Following the recent Competition and Markets Authority (CMA) 
inquiry into investment consultancy and fiduciary management 
services, the FCA is planning to improve conduct standards in 
this area and will issue a consultation paper once the CMA has 
completed its work. 

Some of the PRIIPs requirements remain a concern for firms 
and aspects of its implementation were not in line with FCA 
expectations. This was evident from the call for input in 
July 2018 and the FCA’s subsequent feedback statement in 
February 2019. They plan to continue work with firms and 
trade associations to resolve the issues identified. 

The FCA will introduce a new prudential regime for MiFID 
investment firms aligned to the EU Investment Firms Directive 
and Regulation. A consultation paper will be issued in the 
second half of 2019, with implementation in 2020–21. This will 
introduce requirements more appropriate for investment firms 
and take some firms out of the Capital Requirements Directive 
IV (CRD IV), along with changes to reporting requirements.

Firms should implement value assessments and address any 
areas where this work indicates the need for action ahead of 
making the necessary value statements. Firms should also 
consider whether to extend the scope beyond the regulatory 
requirements.

Considering the FCA’s feedback statement on PRIIPs, 
asset managers should continue to seek to overcome the 
concerns that firms have identified, particularly in relation 
to calculation of transaction costs. Equally, recognising 
the challenges arising around summary risk indicators 
and performance scenarios, firms should ensure that their 
approaches are clearly documented and communicated and 
continue to monitor developments in relation to PRIIPs. 

As part of good product governance, firms should ensure 
that they have reviewed and documented their product 
design processes, target markets assessments and 
distribution monitoring activities. This will position them well 
for the upcoming FCA review. 

Firms should contribute to the upcoming prudential regime 
review, assess its impacts on their own circumstances and 
seek to understand how this will interact with the existing 
Pillar 2 requirements.

Investment management

Uner Nabi  
EY Wealth and Asset Management  
+ 44 7717 546 887  
unabi@uk.ey.com

The FCA expects the industry to 
deliver value and performance at a 
competitive price. This is clear from 
the existing requirements in MiFID II, 
PRIIPs and the AMMS, as well as their 
plans for product governance reviews 
and the publication of summary data 
on profitability, fund performance 
and pricing.
Uner Nabi  
EY Wealth and Asset Management 

“  
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EY summary insights on these issues What this means for your firm
The FCA continues to focus on markets where it believes high 
levels of detriment are occurring, often disproportionately 
impacting vulnerable customers. 

With over £2.4bn made in 2017 and more than 50% of banks’ 
unarranged overdraft fees coming from 1.5% of customers, the 
proposed overdraft reforms are radical (FCA High-Cost Credit 
Review: Overdrafts consultation paper and policy statement, 
2018). Firms will have to rethink their overall current account 
model with revised rules expected in June 2019. 

With seven million people estimated to use credit to pay for 
everyday essentials, the regulator will continue to help increase 
the availability and awareness of both lower cost credit options 
and non credit alternatives for the most vulnerable in society. 
The FCA will also focus on ‘buy now, pay later’ offers in June 
2019 and review price cap changes for rent to own providers in 
April 2020.

Increased switching in the mortgage market and better 
information could benefit customers stuck on more expensive 
rates. The FCA recently launched its final report on the 
Mortgage Market Study proposing helpful rule changes to 
affordability requirements for certain customers. 

Credit availability also needs to keep pace with socio-economic 
changes. The FCA will monitor developments in the mortgage 
market, considering the rise of the gig economy and older 
customers paying their mortgage into retirement. 

Firms should consider conducting their own business model 
assessments. Key focus areas should include:

 • Product or service features generating the most income

 • Characteristics of consumers who use these features

 • Sales processes encouraging one credit option 
over another

Firms should ensure charging structures and clearing 
penalties are not generating undue profit from customers in 
financial difficulty. If the expected changes to affordability 
requirements are made, firms will need to consider changes 
to systems and controls, credit risk and underwriting 
approvals for certain customers.

Requirements for further customer information could impact 
the attractiveness of products. Firms should reflect on how 
product pricing or features need to evolve and the suitability 
of current arrangements with intermediaries. Scenario 
analysis should be undertaken to inform strategic options. 

Indicators of potential harm should be reviewed and 
management information (MI) should be leveraged to 
measure customers’ propensity to remain in credit. 
Indicators can help firms demonstrate whether credit is 
affordable, and product comparisons can show if checks and 
balances are proportionate to the type of lending. 

Regulatory scrutiny continues apace 
in the high cost credit and mortgage 
markets. The FCA appears determined 
to address consumer detriment 
driven by business models and to 
futureproof for socio-economic 
changes. The Business Plan requires 
firms to consider both their regulatory 
and strategic responses.
Sajedah Karim 
EY Retail Banking and Wealth Management

“  
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EY summary insights on these issues What this means for your firm
As the number of defined benefit pension schemes being 
offered continues to reduce, the proportion of customers 
required to actively make decisions about their own retirement 
provisions is increasing. However, customers are often unable 
to quantify their long-term needs, and don’t have access 
to appropriate information and support to make informed 
decisions, which will significantly impact their retirement. The 
FCA has prioritised addressing these challenges, ensuring 
customers have sufficient information to make better pension 
choices and get value for money from savings and retirement 
products. 

As a result, focus on non-workplace pensions, pension transfers 
and retirement outcomes will intensify as the FCA considers 
new ways to support informed decision-making, remove 
barriers to competition and mitigate business practices which 
may lead to poor customer outcomes. This will include:

 • Requirements for firms to review product complexity

 • Assess the transparency of charging structures

 • Ensure the clarity of retirement options presented to 
customers (including the transition to prescribed consumer 
investment pathways for income drawdown products) 

To support these objectives, the FCA will continue to 
collaborate with The Pensions Regulator and the Department 
for Work and Pensions.

This will underpin a greater sector focus on ensuring firms 
have consumer-focussed cultures and effective systems of 
governance to provide fair savings and retirement products 
that offer value for money. This will include expanding the 
remit of Independent Governance Committees from workplace 
pensions to a wider range of retirement products.

The FCA is likely to make several recommendations that will 
significantly impact how retirement products are designed, 
approved and presented to consumers.

Firms will be expected to robustly demonstrate that they 
have appropriate governance arrangements that place 
customer outcomes at the centre of business decisions and 
ensure products deliver good or fair value for money. Firms 
may be required to amend existing product governance 
arrangements and retrospectively ensure that products 
deliver value for money. 

Firms in this sector can expect regulatory focus around the 
end-to-end consumer pension journey. They should consider 
how they demonstrate that customers are provided with 
the right information at the right time ahead of making 
decisions. Technology will have a key part to play here. 

There will be new requirements on firms to mitigate issues 
identified in the Retirement Outcomes Review, including 
the provision of investment pathways and appropriate 
‘Investment Solutions’ for consumers entering drawdown. 
This will require consideration of a range of consumer 
needs — from the immediate to the (potentially, very) 
long term. 

The FCA continues to prioritise 
increasing consumer engagement 
with retirement options, ensuring 
consumers are presented with options 
which offer value for money and 
facilitate confident, well-informed 
decision-making.
James Tufts 
EY Life and Pensions
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EY summary insights on these issues What this means for your firm
The FCA’s key focus for the retail investments sector is on 
the suitability of advice covering pension transfers, high-risk 
investments and protecting consumers from harmful scams.

The FCA plans to conduct a second Assessing Suitability 
Review, assessing how firms have implemented MiFID II, PRIIPs 
and the Insurance Distribution Directive (IDD) requirements.

The FCA has ‘serious concerns’ over how Contracts for 
Difference (CFDs) are being promoted and sold to retail 
investors and issued a number of ‘Dear CEO’ letters to CFD 
providers. Finalised rules in March 2019 confirmed a ban 
on the sale of binary options to retail clients. The European 
Securities and Markets Authority (ESMA) has also issued 
warnings and introduced temporary ‘product intervention 
measures’ on the marketing, distribution or sale of CFDs to 
retail investors. 

The FCA’s Investment Platforms Market Study found that 
the markets are working well, although areas, such as 
switching, competition and disclosures could be improved. 
The FCA continues to support efforts to improve the switching 
process and is consulting on ways to restrict exit fees and 
rules to make it easier for consumers to switch platforms 
without having to cash out. The FCA expects compliance 
with MiFID II requirements around the availability of cost and 
charges information. They are also consulting on proposals 
for loan-based crowdfunding platforms, with the final policy 
statement to be published later this year.

The 2016 Financial Advice Market Review (FAMR) examined 
how financial advice could work better for consumers. The final 
post implementation review of Retail Distribution Review (RDR) 
will also include an assessment of FAMR. 

Firms should be reminded that while the FCA continues to 
encourage innovation in retail investment services, its rules 
on suitability of advice apply regardless of the medium 
through which the service is being offered. 

They should demonstrate effective governance structures 
and appropriate tools to successfully implement and assess 
suitability. 

Firms should implement and embed a consistent approach 
to determining investment risk profiles to ensure that clients 
with similar circumstances are treated consistently across 
the organisation.

Firms must develop and maintain the appropriate 
frameworks to meet suitability requirements on a 
continuous basis and embed a client-centric culture within 
the firm.

With firms being required to act as 
agents for investors, suitability of 
advice continues to be high on the 
FCA’s agenda. Firms will need to 
continue to ensure that their products 
and services are transparent in terms of 
value, risks and conflicts.
Simon Turner 
EY Wealth and Asset Management
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EY summary insights on these issues What this means for your firm
The FCA’s retail banking sector priorities have broadly remained 
the same from last year. These include: making the sector 
safer and more competitive for consumers; ensuring reliable 
payments services for all users; ensuring fair use of consumer 
data and monitoring price discrimination in the cash savings 
market. 

A key focus is implementing the Payments Sector Strategy. 
This involves building on existing fraud programmes to 
improve understanding of financial crime and to expand upon 
cross-authority and industry initiatives to tackle fraud. These 
on-going initiatives include the Contingent Reimbursement 
Model (CRM) and Confirmation of Payee (CoP).

There is a greater focus on SME banking. The FCA is reviewing 
issues around the value chain on new payments business 
models and identifying impacts (e.g., low interest rates with 
comparatively high fees). In relation to the Payment Services 
Directive (PSD2) and Open Banking, the regulator’s focus is 
on the impacts of the September 2019 deadline and broader 
public debate around the development of Open Finance. As we 
approach the final phase of ring-fencing and PPI redress, the 
focus is now on monitoring and reporting. 

In addition, this year’s outcome indicators are updated and 
directly linked to specific data sources. For example, data 
from Moneyfacts UK Credit Card Trends to assess average 
overdraft costs.

Within the payments sector, implementation initiatives are 
evolving, leveraging existing frameworks (such as Open 
Banking) to build capabilities (e.g., CoP). Firms need to 
consider these functionalities in their overall design and 
architecture. 

Firms with SME products should perform internal 
benchmarking to understand their products in comparison 
with peer organisations.

Firms must review PSD2 preparations for go-live in 
September 2019, including a particular focus on strong 
customer authentication (SCA) readiness and the 
contingency mechanism (e.g., screen scraping).

Finally, firms must ensure finalisation of ring-fencing and 
PPI redress programmes ahead of regulatory deadlines. 

The retail banking regulatory 
and technological ecosystem is 
changing rapidly and we applaud the 
FCA’s priorities in developing and 
maintaining a safer and more reliable 
environment for all participants.
Hamish Thomas 
EY Payments

“  
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EY summary insights on these issues What this means for your firm
Regulatory focus on differential treatment of customer and 
fairness of pricing strategies is set to intensify in 2019/20. 
With a sharper focus on vulnerability and the treatment of 
longstanding customers. Firms in this sector should prepare for 
greater scrutiny of pricing strategies, product governance and 
oversight, and general adherence to rules.

The General Insurance Pricing Practices Market Study (GI) 
Interim and Final Reports, and the upcoming evaluation of 
the impact of renewals transparency rules, have the potential 
to trigger more FCA interventions to improve outcomes for 
customers. This will be in addition to several high-profile 
renewal transparency rule breaches reported by the FCA 
in the last 12 months and the ongoing concerns about the 
implementation of Insurance Distribution Directive (IDD) 
requirements. 

Consequently, we expect the FCA not only to focus on firms’ 
compliance with the rules, but also how effective Conduct Risk 
and Compliance Frameworks are in ensuring good customer 
outcomes when implementing regulatory change. 

The focus on poor value and service across GI distribution 
chains highlights the importance for firms to address the 
findings and proposed guidance outlined in recent FCA 
thematic reviews. The FCA plan to undertake supervisory work 
to identify whether firms have acted to identify and mitigate 
any shortcomings within the distribution chain that could result 
in potential consumer harm. 

The FCA will continue to focus on the removal of barriers 
faced by customers with pre-existing medical conditions 
from accessing travel insurance. A focus on industry-wide 
collaboration and an upcoming consultation paper aims to set 
clear expectations of firms. This will ensure they are providing 
an appropriate degree of signposting to customers, who are 
searching for cover. 

In anticipation of proposed remedies in the GI Pricing 
Practices Market Study, firms should continue to ensure 
that their pricing practices address concerns raised by the 
FCA in the Household Pricing thematic report of October 
2018 and the FOS Newsletter of April 2018. These concerns 
include the effectiveness of their pricing strategies, policies, 
governance and controls.

Perceived failures in implementing recent rule changes 
indicate the need for further development of customer-
outcome focused frameworks. Firms need to ensure their 
Conduct Risk and Compliance Frameworks are effective at 
identifying, implementing and monitoring compliance with 
new and existing regulation. 

Firms should take action to address findings from the GI 
distribution chain thematic review, challenging the value 
their customers receive and the impact of distribution chains 
on this. This should be done in conjunction with IDD post-
implementation reviews. 

Understanding the needs of vulnerable consumers and the 
ability to flex approaches is ever-becoming a regulatory 
expectation. A review of end-to-end sales journeys, including 
signposting and disclosures, can identify weaknesses and 
support improvements which align with industry best 
practice. 

Value, fairness and access continue 
to be key to the FCA’s work in the 
general insurance and protection 
sector for 2019/20. This is alongside 
an increasing focus on firms’ ability to 
effectively implement rule changes and 
associated regulatory guidance.
Steve Southall 
EY Insurance
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EY summary insights on these issues What this means for your firm
The FCA’s plan for the wholesale sector contains no surprises, 
but reiterates the supervisory activities to come. It will continue 
its focus on core topics, such as Market Abuse Regulation 
(MAR) and MiFID, and makes clear its intent to confirm the 
effectiveness with which firms have embedded these complex 
market regulations. It reiterates expectations that firms better 
address more complex areas of potential abuse — such as fixed 
income — and emphasises its focus on the full scope set out 
in its 2018 Financial Crime guidance. This includes insider 
information, market manipulation alongside sanctions and 
AML.

The transition from LIBOR rightly has a prominent focus in the 
plan, with the FCA emphasising the importance of the transition 
but also potential complexities where EU and UK approaches 
to transition diverge. Firms are urged to work toward a 2021 
transition and make early progress.

The FCA calls out its commitment to implementation of a 
number of inflight EU regulations, including the EU Prospectus 
Regulation, Securities Financing Transactions Regulation and 
the EU Covered Bond Regulation. However, EU Withdrawal 
will add complexities to how these rules are translated when 
‘on-shored’ and critical definitions and shared standards must 
still be defined.

The FCA includes a focus on the growing challenges of 
appropriate conduct and access to data. However, they propose 
a restrained approach to avoid stifling the innovation that can 
build from growing data availability and extends its focus from 
large financial firms to other data providers who could also 
potentially abuse a concentration of data ownership.

In areas such as MAR and MiFID, firms should consider 
the quality of both control, and also the technology and 
associated analytics employed. The FCA reiterates its 
commitment to investing in its own technology and looking 
at the adequacy of firms’ systems for delivering effective 
control and ongoing efforts to review and improve their 
capabilities.

The implications for firms of both inflight and in force EU 
regulations being on-shored to the UK are significant. 
Therefore, firms should expect compliance challenges 
beyond the core regulatory implementation. These could 
include additional revenue, operational and systems 
impacts from changes or duplication of data, reporting or 
supervisory requirements. 

The need to establish effective communication with clients 
around upcoming changes is often underestimated. This will 
be particularly critical with LIBOR transition, where clients 
may be faced with new or changing products that will have 
different risk characteristics than in the past.

Finally, firms should continue to focus on their data 
governance and consider potential risks of supervisory 
censure on the one hand, or opportunities to identify 
potential market failures around data access on the other.

Wholesale financial markets

Market abuse and MiFID remain 
front and centre, but much of the 
agenda may be taken up by managing 
onshoring of both existing and coming 
EU Regulation in to UK law — which 
leaves significant uncertainty for firms 
over how to comply and where best to 
deploy scarce resources.
Kara Cauter 
EY Corporate and Investment Banking
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