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Rather than be pushed through the
regulatory door, banks should walk
through of their own accord—with the
CRO leading the team.
BY JOHN BUGALLA, JAMES KALLMAN,
AND KRISTINA NARVAEZ

THE NEED FOR a reformed risk-governance model is undeniable; at least that’s the view of regulators and the informed
public. The tone for reforms was set by the first major finding of the Financial Crisis Inquiry Commission (FCIC):
“We conclude this financial crisis was avoidable. The crisis
was the result of human action and inaction, not of Mother
Nature or computer models gone haywire. The captains of finance and the public stewards of our financial system ignored
warnings and failed to question, understand, and manage
evolving risks within a system essential to the well-being of
the American public.”
According to the FCIC, banks:
UÊ ÀiÊ } ÞÊÌiÀ`i«i`iÌ°
UÊ ÕÌÊÀÃÊ«ÀÌvÃÊV«Ãi`ÊvÊV«iÝÊw>V>Ê
instruments.
UÊ >ÛiÊÀÃÊVViÌÀ>ÌÃÊÜÌ ÊÌ iÀÊ«ÀÌvÃÊÌ >ÌÊ
are far more correlated to each other than previously
considered.
UÊ }}Ài}>ÌiÊ>VVÕÕ>ÌÃÊÃÕÃVi«ÌLiÊÌÊ>Ê } Ê`i}ÀiiÊ
of both volatility and velocity.
UÊ >ÛiÊÌÀ>`Ì>ÞÊLiiÊ>>}i`ÊÊ`Û`Õ>ÊvÕVtional silos.
UÊ >ÛiÊ>ÊÀÃÊVÕÌÕÀiÊÌ >ÌÊViÌÛâiÃÊÀÃÊÌ>}]ÊÌÊ
risk management.

When negative public sentiment toward banks is
added to the findings, the question was never going to
be if new regulations were coming, but how deep they
would go.
Perhaps working under the well-known George SanÌ>Þ>>Ê>Ý]Êº/ ÃiÊÜ ÊV>ÌÊÀiiLiÀÊÌ iÊ«>ÃÌÊ>ÀiÊ
condemned to repeat it,” financial regulators typically take
a reactionary approach:
UÊ / iÊi`iÀ>Ê,iÃiÀÛiÊÜ>ÃÊVÀi>Ìi`Ê>vÌiÀÊÌ iÊ*>VÊvÊ£äÇ°Ê
UÊ / iÊ-iVÕÀÌiÃÊVÌÊvÊ£Î{ÊVÀi>Ìi`ÊÌ iÊ-iVÕÀÌiÃÊ>`Ê
ÝV >}iÊ ÃÃÊ- ®ÊvÜ}ÊÌ iÊ£ÓÊÃÌVÊ
market crash and ensuing Great Depression.
UÊ / iÊ->ÀL>iÃ"ÝiÞÊVÌÊÜ>ÃÊVÀi>Ìi`ÊÊÓääÓÊ>`Ê "-"Ê
VÀi>Ìi`ÊÊÓää{Ê>vÌiÀÊ>ÊÃiÀiÃÊvÊw>V>ÊÀi«ÀÌ}ÊÃV>dals that devastated industry giants such as Enron and
WorldCom.
UÊ - Êi`i`Ê,ÕiÊÎÎänÊ>`ÊÌ iÊ ``À>ÊVÌÊ
ÜiÀiÊi>VÌi`ÊÊÓä£äÊvÜ}ÊÌ iÊw>V>ÊVÀÃÃÊ>`Ê
Ì iÊÀi>ÌÊ,iViÃÃÊvÊÓäänä°Ê
When Congress passed the Dodd-Frank legislation in
Ì iÊÃÕiÀÊvÊÓä£ä]ÊÌÊÜ>ÃÊiÝ«iVÌi`ÊÌ >ÌÊÌ iÊ>Ài>`ÞÊ
voluminous law would receive even greater heft and depth
when the final and more detailed provisions were developed and added over a prescribed legislative timeline.
"iÊvÊÌ iÊÀ}>Ê>`ÊÃ ÀÌiÀÊ«ÀÛÃÃÊÊ ``
À>ÊÜ>ÃÊ-iVÌÊ£Èx ]ÊÜ V ÊÜ>ÃÊ}ÀÕ`LÀi>}ÊvÀÊ
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a risk management perspective. The governance structure
of the largest banks in the U.S. was going to change—by
government mandate.
>ÃÊÜÕ`ÊLiÊÀiµÕÀi`ÊÌÊvÀÊ>ÊL>À`iÛiÊÀÃÊVmittee composed entirely of independent directors—one
vÊÜ ÊÜÕ`Ê >ÛiÊÌÊLiÊ>ÊÀÃÊ>>}iiÌÊiÝ«iÀÌ°Ê
Moreover, banks would be required to adopt an enterpriseÜ`iÊÀÃÊ>>}iiÌÊ ,®Ê«À}À>ÊÊÀ`iÀÊÌÊLÀi>Ê
down the traditional silo approach to risk management.
/ iÊ >À`ÊvÊÛiÀÀÃÊvÊÌ iÊi`iÀ>Ê,iÃiÀÛiÊ-ÞÃÌiÊ
}>ÛiÊ}Ài>ÌiÀÊ ivÌÊ>`Ê`i«Ì ÊÌÊ ``À>ÊÊÓä£ÓÊÜ iÊ
it proposed Enhanced Prudential Standards and Early Remediation Requirements for Covered Companies. The proposed
ÀÕiÃÊ iÝÌi`Ê Ì iÊ Ài>Vtionary response to an
It might be time for the
industry that is viewed
financial sector to take
by its critics, especially
when it comes to the
stock and reconsider its
large global banks, as
views of risk management unable or unwilling to
manage its risks in a
regulations.
i>}vÕÊÜ>Þ°ÊÜever, what should be noted about the Enhanced Prudential
Standards is its level of scope and depth.
It might be time for the financial sector to take stock
and reconsider its views of risk management regulations.
,>Ì iÀÊÌ >Ê««ÃiÊiÜÊÀi}Õ>ÌÃÊÀÊÛiÜÊÌ iÊÞÊ>ÃÊ
>Ê>``Ì>ÊV«>ViÊiÝ«iÃi]Êº ½ÌÊw} ÌÊÌ iÊi`»Ê
} ÌÊLiÊ>ÊLiÌÌiÀÊ«iÀ>Ì}Ê>ÝÊÜ iÊÌÊViÃÊÌÊÀÃÊ
>>}iiÌÊ«ViÃ]Ê«ÀVi`ÕÀiÃ]Ê>`ÊiÝiVÕÌ°Ê
The rest of the financial services industry, such as large
community banks, credit unions, and nonbank financial
wÀÃ]ÊÃ Õ`Ê>ÃÊVÃ`iÀÊ>`«Ì}ÊÌ iÊº ½ÌÊw} ÌÊÌ iÊ
i`»Ê>Ý°Ê ÌÕi`Ê««ÃÌÊÌÊÀi}Õ>ÌÃÊÜÊevitably lead to additional reactionary responses from the
Ài}Õ>ÌÀÃ]Êi>Û}ÊL>Ê "ÃÊÌÊ«`iÀ\Ê7 ÊÃÊÀi>ÞÊ
running this institution?
Financial Stability Oversight Council

``À>Ê>ÃÊiÝÌi`i`ÊÌ iÊÀi>V ÊvÊÀi}Õ>ÌÃÊÌÊ
Ì iÊL>Êw>V>ÊVÕÌÞ°Ê-ÕLÌÌiÊÊvÊ/ÌiÊ£Ê
vÊ ``À>ÊVÀi>Ìi`ÊÌ iÊ>V>Ê-Ì>LÌÞÊ"ÛiÀÃ} ÌÊ
ÕVÊ-" ®ÊÊÕÞÊÓ£]ÊÓä£ä°Ê/ iÊ`ÕÌiÃÊvÊÌ iÊ-" Ê
include promoting stability and transparency in the finanV>ÊÃÞÃÌi]Êi`}ÊºÌÊL}ÊÌÊv>]»Ê«ÀÌiVÌ}ÊiÀV>Ê
Ì>Ý«>ÞiÀÃÊLÞÊi`}ÊL>ÕÌÃ]Ê>`Ê«ÀÌiVÌ}ÊVÃÕiÀÃÊ
from abusive financial services practices.
-" Ê >ÃÊÌ iÊ>ÕÌ ÀÌÞÊÌÊ`iÃ}>ÌiÊL>Êw>V>Ê
companies (companies that do not have a bank holding
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company parent, but are predominantly engaged in finanV>Ê>VÌÛÌiÃ®ÊÌ >ÌÊÜÊLiÊÃÕLiVÌÊºÌÊÃÕ«iÀÛÃÊLÞÊÌ iÊ
>À`ÊvÊÛiÀÀÃÊvÊÌ iÊi`iÀ>Ê,iÃiÀÛiÊ-ÞÃÌiÊ>`ÊÌÊ
enhanced prudential standards.” The goal is to determine
if material distress at the designated company—were it
were to occur—could pose a threat to the financial stability
of the United States.
The first group of nonbank financial companies named
LÞÊ-" ÊÜ>ÃÊiÀV>ÊÌiÀ>Ì>ÊÀÕ«ÊV°Ê>`ÊiiÀ>Ê iVÌÀVÊ >«Ì>Ê À«À>ÌÊÊÕÞÊÓä£Î]ÊvÜi`Ê
LÞÊ*ÀÕ`iÌ>Ê>V>ÊV°ÊÊ-i«ÌiLiÀÊÓä£Î°
-" Ê>ÃÊ >ÃÊÌ iÊ>ÕÌ ÀÌÞÊÌÊ>iÊvÀi}ÊL>Ê
financial companies that will be supervised by the Federal
,iÃiÀÛi°Ê/ iÊ`iVÃÊÌÊ>iÊ>ÊV«>ÞÊvÀi}ÊÀÊ
domestic) is based on criteria also contained in DoddFrank. They include:
UÊ / iÊiÝÌiÌÊvÊÌ iÊV«>Þ½ÃÊiÛiÀ>}i°
UÊ / iÊiÝÌiÌÊvÊÌ iÊV«>Þ½ÃÊvvL>>ViÃ iiÌÊiÝ«ÃÕÀi°
UÊ / iÊiÝÌiÌÊ>`Ê>ÌÕÀiÊvÊÌ iÊV«>Þ½ÃÊÌÀ>Ã>VÌÃÊ>`Ê
relationships with other significant nonbank financial
companies.
UÊ / iÊ>ÕÌÊ>`ÊÌÞ«iÊvÊÌ iÊV«>Þ½ÃÊ>LÌiÃ]Êcluding the degree of reliance on short-term funding.
/ iÊ-" Ê >ÃÊLiiÊ}ÛiÊ>``Ì>Ê>ÌÌÕ`iÊÜÌ ÊÌ iÊ
VÕÃÊvÊ>Ê«ÀÛÃÊÌ >ÌÊiÝÌi`ÃÊÌ iÊVÀÌiÀ>ÊÌÊº>ÞÊ
other risk-related factors that the Council deems appropriate.”
Examinations

>ÊÃ>viÌÞÊ>`ÊÃÕ`iÃÃÊiÝ>>ÌÃÊLÞÊÀi}Õ>ÌÀÃÊ>ÀiÊ
nothing new to banks, but they are new to nonbank finanV>ÊV«>iÃ°Ê ``À>Ê}À>ÌÃÊÌ iÊi`iÀ>Ê,iÃiÀÛiÊ
authority to obtain reports from nonbank financial companies about their financial condition. The Fed also has
Ì iÊ>ÕÌ ÀÌÞÊÌÊV`ÕVÌÊiÝ>>ÌÃÊvÊÌ ÃiÊL>ÃÊ
falling under the Fed umbrella. Just as with any other bank
iÝ>>ÌÃ]ÊÌ iÊÀiÃÕÌÃÊ>ÞÊ«À`ÕViÊÀiVi`>ÌÃÊ
that the Fed has the authority to enforce.
Meanwhile, the Consumer Protection Act in DoddÀ>Ê}ÛiÃÊÌ iÊ ÃÕiÀÊ>V>Ê*ÀÌiVÌÊ ÕÀi>ÕÊ
 * ®ÊÌ iÊ>ÕÌ ÀÌÞÊÌÊV`ÕVÌÊiÝ>>ÌÃÊvÊ£®ÊL>ÃÊ
>`ÊVÀi`ÌÊÕÃÊÜÌ Ê>ÃÃiÌÃÊvÊÀiÊÌ >Êf£äÊL]ÊÓ®Ê
VÃÕiÀÊÀÌ}>}iÊV«>iÃ]ÊÎ®Êº«>Þ`>Þ»Êi`iÀÃ]Ê{®Ê
«ÀÛ>ÌiÊi`ÕV>ÌÊi`iÀÃ]Ê>`Êx®Êº>À}iÀÊ«>ÀÌV«>ÌÃ»ÊÊ
the market for consumer financial products or services.
/ iÊÃÃÕiÊ iÀiÊÃÊÌ >ÌÊÌ iÊvVÕÃÊvÊÌ iÊ * ÊiÝ>>ÌÃÊ
ÃÊÛiÀÞÊ`vviÀiÌÊvÀÊÌ >ÌÊvÊ>ÊÌÀ>`Ì>ÊL>ÊiÝ>>Ì°Ê >ÃÊiÝ>>ÌÃÊ>ÀiÊ>LÕÌÊÃ>viÌÞÊ>`ÊÃÕ`iÃÃ]Ê
Ü iÊÌ iÊ * ÊÜÊvVÕÃÊÊÌ iÊVÃÕiÀÊiÝ«iÀiVi°ÊÊ

When consumer products companies want to research
or test a new product, they sometimes turn to focus groups
that provide feedback. When lawyers want to test their
approaches in a given case, they sometimes use a mock
jury to determine how ordinary people might respond to
their arguments.
ÃÊ>ÊÀiÃÕÌÊvÊ ``À>Ê>`ÊÌ iÊÓä£Ó Enhanced Prudential Standards, some companies, for the first time, will
LiÊ>Ã}]ÊºÀiÊÜiÊi`ÊÀi>`Þ¶»Ê/Ê>ÃÜiÀÊÌ >ÌÊµÕiÃÌ]Ê
"ÃÊ>`ÊL>À`ÃÊ>ÀiÊiVÕÀ>}i`ÊÌÊvÜÊÌ iÊi>`ÊvÊ
consumer products companies and the legal profession:
/ iÞÊÃ Õ`ÊV`ÕVÌÊ>ÊVÊi`ÊiÝ>>ÌÊÊ«Ài«>À>tion for the real thing. Abraham Lincoln’s statement about
«Ài«>À>ÌÊÃÊ>««V>Li\ÊºÛiÊiÊÃÝÊ ÕÀÃÊÌÊV «Ê`ÜÊ
>ÊÌÀiiÊ>`ÊÊÜÊÃ«i`ÊÌ iÊwÀÃÌÊvÕÀÊÃ >À«i}ÊÌ iÊ>Ýi°»Ê
Chief Risk Officer

"iÊvÊÌ iÊÀiÊÌiÀiÃÌ}ÊiiiÌÃÊvÊ ``À>Ê>`Ê
the follow-on Enhanced Prudential Standards is the requireiÌÊvÀÊ>ÊV ivÊÀÃÊvwViÀÊ ,"®ÊÀÊ>Ê«iÀÃÊÜÌ Ê ,"Ê
ÀiÃ«ÃLÌiÃÊÌÊV >ÀÊÌ iÊiÝiVÕÌÛiÊÀÃÊVÌÌiiÊ>`Ê
Ài«ÀÌÊ`ÀiVÌÞÊÌÊÌ iÊ "Ê>`ÊL>À`iÛiÊÀÃÊVÌÌii°
/ iÊ«ÀiÃiViÊvÊ ,"ÃÊ >ÃÊVÀi>Ãi`ÊLiÞ`Ê>À}iÊ}L>Ê
institutions, and they can now be found in community
L>ÃÊ>`ÊÃiÊVÀi`ÌÊÕÃ°Ê ,"ÃÊÊÌ iÀÊ`ÕÃÌÀiÃ]Ê
such as insurance, energy, and utilities, are now common. All these industries have the common thread of
Li}Ê } ÞÊÀi}Õ>Ìi`°Ê ,"ÃÊÊiÃÃÊÀi}Õ>Ìi`Ê`ÕÃÌÀiÃÊ
in the U.S. are not as common, but they are still growing
ÊÕLiÀ°Ê*>À>i}ÊÌ iÊVÀi>Ã}ÊÕLiÀÊvÊ ,"ÃÊÃÊ

Ì iÊVÀi>Ã}ÊÕLiÀÊvÊV«>iÃÊ>`«Ì}Ê>Ê ,Ê
process.
>Û}Ê>Ê ,"Ê`iÃÊÌ]Ê ÜiÛiÀ]Ê}Õ>À>ÌiiÊÀÃÊ>agement success. MF Global is perhaps the most famous
iÝ>«iÊvÊ>ÊÌiÝÌLÊ ,Ê«À}À>ÊÌ >ÌÊv>i`Ê>ÌÊÌ iÊ
iÝiVÕÌÛiÊiÛi°ÊÊL>½ÃÊiÌiÀ«ÀÃiÜ`iÊÀÃÊ>>}iiÌÊ«iÀ>ÌÊ>`ÊÌ iÊ À}ÊvÊ>Ê ,"ÊÜiÀiÊ`ÀÛiÊ
by a history of documented failures in the area of risk
management.
/ iÊwÀÊ>`«Ìi`Ê>ÊÃ« ÃÌV>Ìi`Ê ,Ê«iÀ>ÌÊ>vÌiÀÊ
specialist consultants were brought in to review a roguetrader incident. Some pundits classified the newly formed
,Ê«iÀ>ÌÊ>ÃÊ>ÊiÝ>«iÊvÊ`ÕÃÌÀÞÊLiÃÌÊ«À>VÌViÃ]Ê
even calling it progressive at the time.
/ iÊ ,Ê«À}À>Ê«iÀvÀi`Ê>ÃÊÌÊÃ Õ`Ê >ÛiÊÕÌÊ
>ÊV>Ã Ê`iÛi«i`ÊLiÌÜiiÊÌ iÊ ,"Ê>`ÊÌ iÊ "ÊÛiÀÊ
the firm’s risk appetite
and tolerances. The The presence of CROs
,"Ê V >i}i`Ê Ì iÊ
has increased beyond
"ÊÛiÀÊÌ iÊÃâiÊvÊÌ iÊ
firm’s bet on European large global institutions,
sovereign debt. Unfor- and they can now be
tunately, the breach beÌÜiiÊÌ iÊ ,"Ê>`ÊÌ iÊ found in community banks
"ÊÛiÀÊÌ iÊ>ÕÌÊ and some credit unions.
of sovereign debt had
ruinous consequences for publicly traded MF Global.
ÊÌ>Ý«>ÞiÀÊL>ÕÌÊiÞÊV>iÊÌÊÌ iÊÀiÃVÕiÊvÊÊ
Global. After its bankruptcy filing, a scandal ensued over
segregated accounts and missing customer funds. With all
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of this coming on the heels of the financial crisis, Congress
V>i`Ê i>À}ÃÊÌÊiÝ>iÊÌ iÊ>VÌÃÊvÊÌ iÊ«ÀV«>Ê
actors.
A snippet of their testimony before Congress indicates
their positions:
UÊ ºÊÃ«ÞÊ`ÊÌÊÜÊÜ iÀiÊÌ iÊiÞÊÃ]ÊÀÊÜ ÞÊ
the accounts have not been reconciled to date.”
–Jon Corzine, former CEO, MF Global.

UÊ ºo]Ê ÕvÀÌÕ>ÌiÞ]Ê >ÛiÊ Ìi`Ê Üi`}iÊ vÊ Ì iÊ
specific movement of funds at the U.S. broker-dealer
subsidiary MF Global, Inc., during the last two or three
hectic business days prior to the bankruptcy filing.”
–Henri Steenkamp, former chief financial officer,
MF Global.

UÊ ºÜiÛiÀ]ÊÌ iÊÀÃÊÃVi>ÀÃÊÊ«ÀiÃiÌi`ÊÜiÀiÊV >lenged as being implausible.”
–Michael Roseman, former chief risk officer, MF Global.

UÊ º"Ê>`ÛViÊvÊVÕÃiÊÊÀiÃ«iVÌvÕÞÊ`iViÊÌÊ>ÃÜiÀÊ
based on my constitutional rights.”
–Edith O’Brien, former assistant treasurer, MF Global.

ivÊ,ÃÊ"vwViÀÊV >iÊ,Ãi>ÊÜ>ÃÊ`ÃÃÃi`Ê
Ã ÀÌÞÊ>vÌiÀÊ iÊV >i}i`Ê ÃÊ "°ÊÌ iÀÊ ,"ÊÜ>ÃÊ
hired, but the position no longer reported directly to the
"°Ê/ ÃÊ`Û`Õ>½ÃÊÌiÕÀiÊÜ>ÃÊÌi`ÊLiV>ÕÃiÊvÊÌ iÊ
wÀ½ÃÊ`iÃi°ÊÜiÛiÀ]ÊÌÊÃÊVÀÌV>ÊÌÊÕ`iÀÃÌ>`ÊÌ >ÌÊ
Ì iÊ ,Ê«ÀViÃÃÊÜÀi`Ê>ÌÊÊL>pÕ«ÊÕÌÊÌ iÊ "Ê
chose not to follow it.
ÊÕiÊÓä£Î]ÊÌ iÊ `ÌÞÊÕÌÕÀiÃÊ/À>`}Ê mission (CFTC) filed a complaint charging MF Global
and the other defendants with unlawful use of customer
vÕ`Ã°ÊÊ ÛiLiÀÊÓä£Î]ÊÌ iÊ / ÊLÌ>i`Ê>ÊVÃiÌÊ
À`iÀÊ>}>ÃÌÊÊÀiµÕÀ}ÊÌÊÌÊ«>ÞÊf£°Ó£ÓÊLÊÊ
ÀiÃÌÌÕÌÊ>`Ê>Êf£ääÊÊVÛÊ«i>ÌÞ°Ê / ½ÃÊÌgation continues against the remaining defendants: MF
L>Ê`}ÃÊÌ`°]ÊÊ-°Ê Àâi]Ê>`Ê `Ì Ê"½ Ài°Ê
vÊÌ iÊÊL>Ê`Ã>ÃÌiÀÊÜiÀiÊ>ÊÃÌ>`>iÊiÝ>«i]Ê
it would be considered an unfortunate anomaly, but this
condition proved to be prevalent. As Thomas Stanton,
staff member of the Financial Crisis Inquiry Commission,
stated in his recent book, Why Some Firms Thrive While
Others Fail: Governance and Management Lessons from the
Financial Crisis:
ºÊÌ iÊVÀÃÃ]ÊÌÊ>ÞÊ>ÀÊwÀÃÊ>ÞÊ>>}i`Ê
risk but took actions that threatened the firms’ survival.
"iÊwÀÊÌ >ÌÊv>i`ÊÀi``iÊ>V®ÊwÀi`ÊÌ iÊV ivÊÀÃÊ
vwViÀÊ>`Ê>Ì iÀÊi >®ÊÃ`ii`ÊÌ iÊ ,"ÊÌÊ>ÊiÃÃÊ
important position at the company. At a third firm (AIG)
>Ê«>ÀÌÊvÊÌ iÊwÀÊÌ >ÌÊÜ>ÃÊÌ>}ÊiÝViÃÃÛiÊÀÃÊÊ>V>Ê*À`ÕVÌÃ®ÊÃ«ÞÊ`ii`ÊÌ iÊVÀ«À>ÌiÊ ,"Ê>VViÃÃÊ
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ERM IS NOT A FAD.

The regulators, the creditrating agencies, and the risk
management community
have all embraced it.
ÌÊvÀ>Ì°Ê"Ì iÀÊwÀÃÊÃÕV Ê>ÃÊ Ì}ÀÕ«®Ê>Vi`Ê
V>«>VÌÞÊÌÊ>}}Ài}>ÌiÊvÀ>ÌÊ>LÕÌÊÀÃÊiÝ«ÃÕÀiÃÊ
across the enterprise.”
Conclusion

,ÊÃÊÌÊ>Êv>`°Ê/ iÊÀi}Õ>ÌÀÃ]ÊÌ iÊVÀi`ÌÀ>Ì}Ê>}iViÃ]Ê
and the risk management community have all embraced
Ì°Ê/ iÊ ,Ê«ÀViÃÃÊV>ÊLiÊÕÃi`ÊÌÊÞÊÌÊâiÊ
the impact of adverse events that inevitably occur over
Ìi]ÊLÕÌÊ>ÃÊÌÊiÝ«ÌÊ««ÀÌÕÌiÃÊÌ >ÌÊ>ÀÃiÊÛiÀÊÌi°Ê
}ÀiÃÃÊ>`ÊÌ iÊiÀV>ÊÌ>Ý«>ÞiÀÊ>ÀiÊÊÊ`ÊÌÊ
bail out firms that fail to have adequate risk management
«À}À>Ã°Ê7 iÀiÊ ,ÊÃÊi}>ÞÊÀiµÕÀi`]ÊÌ ÃiÊwÀÃÊÜÊ
have chief risk officers and board-level risk committees
>`ÊiÝ«iVÌÊÌ iÊÌÊ>VÌÕ>ÞÊvÕVÌ°ÊÃÊ>ÊVÃiµÕiVi]Ê
risk management governance, processes, and procedures
ÜÊiÞÊViÊÕ`iÀÊ}Ài>ÌiÀÊÃVÀÕÌÞÊ`ÕÀ}ÊÌ iÊiÝ>>ÌÊ«ÀViÃÃ°Ê/ ÃiÊÀ}>â>ÌÃÊV}ÊÕ`iÀÊ
the umbrella of the Fed for the first time should prepare
Ê>`Û>ViÊLÞÊV`ÕVÌ}Ê>ÊVÊi`ÊiÝ>>Ì°Ê`Ê
i>`}ÊÌ iÊVÊiÝ>>ÌÊivvÀÌÃÊÃ Õ`ÊLiÊÌ iÀÊiÞÊ
ÀiÃÕÀVi]ÊÌ iÊ ,"°Ê
-iÊÀ}>â>ÌÃÊÜÊ>`«ÌÊ ,ÊLiV>ÕÃiÊvÊ}ÛiÀment mandates and turn their focus to compliance. The
current hiring boom in the compliance departments of
global banks attests to this. We suggest that rather than
be pushed through the regulatory door, businesses should
walk through of their own accord. Don’t fight the Fed.
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