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FinWatch – A Weekly Newsletter
Find the latest edition of FinWatch which provides a gist of all regulatory developments
impacting the financial services industry in South Africa.
· Regulatory Developments
· Market Developments
·  Accounting / Auditing Update
· The Inside Edge

Regulatory Developments

Insurance

Insurance Bill sent to National Council of Provinces
The Insurance Bill has been passed by the National Assembly and sent to the National
Council of Provinces for assent. It seeks to promote financial inclusion and financial
transformation through the introduction of a micro-insurance regulatory framework. A new
Solvency Assessment and Management regime will be introduced as well as a framework
for insurance group supervision. The proposed legislation also aims to facilitate alignment
with international standards in accordance with South Africa’s G20 commitments. In terms
of the envisaged twin peaks legislation, the Bill will provide the framework within which the
proposed prudential authority will carry out a forward looking risk-based insurance
supervision. Sabinet

Brokerage and Securities Markets

Amendments to the JSE Listing requirements and exchange rules
The Financial Services Board (FSB) has published approved amendments to the JSE
Listings Requirements. The amendments kick in on December 18, 2017. The FSB has also
published proposed amendments to the JSE Exchange Rules – Block Trades and Off-
Order Book Principal Trades. Comment is invited within 14 days of the date of publication.
Sabinet
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Others
 
First report on the Transformation of the Financial Sector has been released
The first report follows extensive public hearings held on March 14, 22 and May 3, 2017. A
second report will be finalised within six months of the financial sector summit. Some of the
key recommendations contained in the report focus on abiding by the Financial Sector
Code and market concentration, monopolisation and ownership. Sabinet
 
Retirement funds scorecard left out of Financial Sector Code
The final version of the Financial Sector Code has been gazetted with one omission: a
mandatory scorecard for retirement funds. The report is silent on specific recommendations
for retirement funds but suggests compliance with the code to the FSC Council and the
newly established B-BBEE Commission through licensing conditions. Businesslive
 
Draft Committee Bill designed to provide debt interventions for low income, over-
indebted consumers has been published for comment
The Draft Bill seeks to:

   Amend the National Credit Act, 2005, so as to provide for debt intervention;
   Include the evaluation and referral of debt intervention applications and the

suspension of agreements considered to be reckless as part of the enforcement
functions of the National Credit Regulator;

   Require a credit provider and debt counsellor to determine whether an agreement is
reckless;

   Provide for mandatory credit life insurance; and
   Provide for offences related to debt intervention, prohibited credit practices, reckless

lending, selling or collecting prescribed debt and related to failure to register
among others.

Written comment is invited until January 15, 2018. Public hearings are scheduled for
January 30, 2018 and February 6 and 7, 2018. Sabinet
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Market Developments
 
International
 
Stress testing the UK banking system: 2017 results (UK)
For the first time since the Bank of England launched its stress tests in 2014, no banks are
required to strengthen its capital position as a result of the stress test. The 2017 stress test
shows the UK banking system is resilient to deep simultaneous recessions in the UK and
global economies, large falls in asset prices and a separate stress of misconduct costs.
Major UK banks’ capital strength has tripled since 2007; their Tier 1 capital ratio was in
aggregate 16.7% in September 2017. In the test, banks incurred losses of around 50 billion
GBP in the first two years of the stress. Ten years ago this scale of loss would have wiped
out the common equity capital base of the UK banking system suggesting that these losses
can now be absorbed within the buffers of capital banks have on top of their minimum
requirements. BoE
 
Bank and FCA launch next phase of sterling Libor transition work (UK)
The Working Group’s new mandate will be to catalyse a broad-based transition to SONIA
over the next four years across sterling bond, loan and derivative markets, so that SONIA
is established as the primary sterling interest rate benchmark by end 2021. That reflects
concerns about the sustainability of Libor beyond 2021, and follows a recent public
consultation which confirmed strong support for SONIA as the preferred alternative to
sterling Libor. FCA
 
The future of competition and regulation in retail banking (UK)
In his speech, Christopher Woolard, Executive Director of Strategy and Competition at the
FCA, spoke about significant changes in  the retail banking space in the form of PSD2 and
Open Banking. According to him, these initiatives are expected to spur competition;
enhance consumer protection and open up more convenient ways for consumers to
manage their finances. He also spoke about FCA’s launch of a strategic review of retail
banking business models which aims to understand the impact of recent changes on firms’
business model on conduct and competition in the sector. He stressed certain specific
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areas which were of interest in the review such as:
    how the free-if-in-credit banking model is paid for, and whether certain consumers are

suffering detriment as a result;
    what impact the growing use of digital channels and declining use of branches is

having on business models and what the implications for consumers are; and
   how emerging business models differ from traditional business models, as well as

looking at all retail banking business models in greater depth. FCA
 
APRA releases changes to the capital framework for mutual ADIs (Australia)
The Australian Prudential Regulation Authority (APRA) released its response paper on the
consultation as well as the final Prudential Standard APS 111 Capital Adequacy:
Measurement of Capital (APS 111) that provide Authorised Deposit-Taking Institutions
(ADIs) with more flexibility in their capital management. APRA received a number of
submissions in response to its proposals. While submissions sought clarification of, and
raised issues with, particular aspects of the proposed framework, submissions were
supportive of the direction of the proposed changes, which improve the capital
management flexibility available to mutually owned ADIs. The revised prudential standard
APS111 will come into effect from January 1, 2018. APRA
 
ASIC appoints expert to review fees and costs disclosure settings (Australia)
The aim of the this review is to ensure that legislative modifications and regulatory
guidance issued by ASIC will best meet in practice, the objective of improving fees and
costs transparency for consumers. The review will involve consideration of both:

    The value of fee and cost  information for consumer decision making and the extent
to which it assists consumers (including by contributing to market analysis) in
comparing products; and

    The practicalities and costs of producing fee and cost information. 
A public report will be released once the review is complete. ASIC
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