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MANAGING THE RISKS OF REGULATORY REFORM

New regulatory regimes will mean changes for risk management strategies. Research shows thal organisations
recognise the need for reform but aren’t confident that regulators can pull it off.

The function of risk management within
companies has come under scrutiny
during the recent tumultuous times, with
experts calling for risk to be embedded
in the day-to-day fabric of running a
business rather than operating as a silo.

A report by the Economist Intelligence
Unit, sponsored by SAS, said that in
order to be effective risk needs to have a
significant voice in an organisation.

In the report, Stephen Fowler,
chief executive of the Institute of Risk
Management, said that in banking,
the risk function tends to take prime
responsibility for dealing with risk, rather
than with embedding risk management
throughout the business.

“Surely this can’t be a sensible
approach. The key is risk awareness
and creating a risk culture, not letting a
single function deal with it as if it were a
business line in itself,” Fowler said.

Research by the Economist
Intelligence Unit found that in the future,
businesses were more likely to take a
genuine interest in risk management,

rather than just ticking boxes and relying
on “off the shelf” remedies.

Respondents to a survey that made
up part of the research said in terms
of managing systemic risk issues, they
wanted regulatory reforms to focus on
greater transparency and disclosure
issues. The reforms that respondents
thought would be of most benefit to the
industry included: more disclosure of off-
balance sheet vehicles; better regulation
of credit agencies; and central clearing of
over-the-counter derivatives.

More than half said they had
already carried out, or planned to carry
out, a complete overhaul of their risk
management. These overhauls focused
on improving the quality and availability
of data, strengthening of risk governance
and integrating risk management more
deeply within the lines of a business.
While these reforms were largely being
driven by executive management,
respondents said regulators were also
starting to apply pressure.

Although there was a recognised need












