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What is culture?

• The way things are done around here…

• Group of thirty (G30): culture is the ideas, customs, and social behavior 
of individuals in a particular institution. Its the glue that binds the 
individuals to the  institution; it creates a consistent framework for 
behaviors and business practices. Culture is what people do when no 
one is watching

• Federal Reserve Bank of New York: culture can be defined as the shared 
set of norms within a group that influences decision-making and is 
evidenced through behavior. As a working definition, an unhealthy 
culture is one with heightened risk of employee misconduct

• Dutch Authority for the Financial Markets (AFM): The culture within an 
organisation largely determines the behaviour of employees. There is 
no blueprint for an 'ideal' culture. The AFM does not prescribe a 
specific culture, but provides insight into the risks that a culture could 
give rise to.
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What is culture?

• Financial Stability Board: Culture is complex issue as it involves 
behaviours and attitudes. Risk culture is a bank’s norms, attitudes and 
behaviours related to risk awareness, risk-taking and risk management, 
and controls that shape decisions on risks. Risk culture influences the 
decisions of management and employees and has an impact on the 
risks they assume.

• Financial Conduct Authority: Culture in financial services is widely 
accepted as a key root cause of the major conduct failings that have 
occurred within the industry in recent history. FCA expect firms to 
foster cultures that support the spirit of regulation in preventing harm 
to consumers and markets

• SARB: culture is a value system that shapes the way in which business is 
done and contributes to building and maintaining trust. The need to 
‘meet targets’ in a profit-driven environment often supersedes other 
goals and creates conflicts of interest. A regulatory response should be 
the last resort, only when there is clear evidence that self-regulation 
has failed.
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The way things are done around here …
You can fool a lot of people a lot of the time
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• Tannenbaum’s scheme is reported to have cost a select group of 
investors an estimated R15 billion

• Herman Pretorius (Relative Value Arbitrage Fund) promised annual 
returns of 20% to 30% and attracted over 3000 investors had losses 
approaching USD250million

• Travel Ventures International was a pyramid scheme  shut down by the 
SA Reserve Bank in 2011 after it attracted over one million investors 
who invested over R265million 

• Property syndications such as Sharemax are estimated to have lost 
some 40000 investors in excess of R5billion 

• Fidentia Asset Management (J Arthur Brown) involved losses estimated 
at R1.4 billion with very little recovered

• Leaderguard Securities (Leaderguard Spot Forex) saw 1600 investors –
many pensioners – lose more than R300million



The way things are done around here …
Greed is good?
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Year USD bn Country Institution Trading in ….
1993 2,3 Germany Metallgesellschaft Oil futures
1994 2,1 Japan Kashima Oil Foreign exchange forwards
1995 1,3 UK Barings Bank Nikkei futures
1996 2,6 Japan Sumitomo Corporation Copper futures
1997 0,2 UK NatWest Interest rate options
1998 4,6 US Long Term Capital Management Interest rate and equity 

derivatives
1998 0,6 Switzerland United Bank of Switzerland Equity derivatives
2002 0,8 UK Allied Irish Bank Foreign exchange options
2004 0,6 China China Aviation Oil Oil futures and options
2005 0,2 China State Reserves Bureau Copper futures
2006 6,5 Canada Amaranth Advisors Gas futures
2007 0,6 Canada Bank of Montreal Natural gas derivatives
2007 0,4 US Calyon Investment Bank Credit derivatives
2007 0,1 Sweden Carnegie Investment Bank Equity derivatives
2008 0,1 US MF Global Wheat futures
2008 7,1 France Société Générale European index futures
2008 9,0 US Morgan Stanley Credit default swaps
2011 2,0 UK UBS ETFs and swaps
2012 5,8 UK JP Morgan Chase Credit default swaps
2014 2,0 Russia Transneft FX options



The way things are done around here… 
The financial crisis
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The financial crises
The way things are done around here



The way things are done around here… 
Post-crisis, greed is still good?

• Wells Fargo: employees open unauthorized accounts to meet 
unrealistic sales targets. As many as 2 million fake accounts have been 
opened since 2011.  5 300 people have been fired since then as being 
part of the scam

• Australian Royal Commission into Misconduct in the Banking, 
Superannuation and Financial Services Industry
– litany of ugly practices within some of the nation’s biggest financial 

institutions. 

– These practices include 
• charging dead people for financial advice 

• charging people for advice they never received and then lying about it to 
regulators

• acting on falsified documents

• providing misleading financial advice 

• lending inappropriately 

• delaying the processing of insurance claims
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The way things are done around here… 
The rigging of LIBOR and other IBORs

• London Interbank Offered Rate (Libor) and other IBORs like Euribor are 
key reference rates used in contracts such as interest rate derivatives, 
floating rate loans and mortgages

• Beginning in 2012 an international investigation into the, or Libor, 
revealed a widespread strategy by multiple banks (including Deutsche 
Bank, Barclays, Citigroup, JP Morgan Chase, Lloyds Bank, Rabobank, 
Royal Bank of Scotland and UBS) to manipulate Libor for profit starting 
as far back as 2003. 

• Fines by authorities in the United States, the United Kingdom and the 
European Union amounted to more than USD 9 billion (as of May 
2015), with Deutsche Bank alone paying USD 2.5 billion

• The scandal sparked a coordinated response from international 
regulators and central banks
– Wheatley Review of LIBOR, 

– IOSCO Principles for Financial Benchmarks 

– Financial Stability Board’s initiatives on benchmark reforms 
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The way things are done around here… 
The rigging of FX benchmarks

• The average daily turnover in global foreign exchange markets in April 
2016 was USD5.1 trillion (USD 16.1bn in South Africa)

• To help businesses and investors value their multi-currency assets and 
liabilities, a daily exchange rate fix is held. Until recently, this was based 
on actual currency deals that took place in a window 30 seconds before 
and 30 seconds after 16:00 London time calculated by WM-Reuters

• Market players (forex traders at five of the biggest banks) got together 
and placed orders during the 60-second window. If the orders were big 
enough, they could impact the benchmark calculation and create profit 
opportunities for their firms

• The Financial Stability Board set up a task force to recommend reforms 
of the forex market. The window in which the daily 4pm fix is 
calculated has been extended from one minute to five minutes. This 
makes it harder to manipulate.

• In addition the Bank for International Settlements guided the creation 
of  the FX Global Code. 

• The SARB has announced its commitment to adhere to the code 
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Causes of cultural problems 
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Source: Deloitte (2013) Culture and Banking: Under the microscope



Culture manifests in behaviour
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Culture has several sub-
cultures, which could 
be the culture of 
individual business 
functions such as 
finance and trading. 
Risk culture is a subset 
of culture.

Culture is the glue that 
holds a firm together –
business objectives, 
strategy, operations 
and governance – and 
influence its delivery of 
a set of outcomes. 



International financial sector architecture 
How things should be done ….

Sets the broad global 
economic and financial 
agenda  

International 
Organisation 
of Securities 
Commissions

Set international standards and 
best practice
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Undertakes the technical 
work and coordinates 
agenda among member 
organisations 

Increase economic and 
financial stability by 
strengthening countries’ 
economic and financial 
institutions

International standards and guidelines do 
not constitute international legal 
obligations and are non-binding on 
national jurisdictions until  implemented 
and enforced at national level



International financial sector architecture 
How things should be done ….

International 
Organisation 
of Securities 
Commissions
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Fit and Proper Assessment (2009)
Principles for Financial Benchmarks (2013)
IOSCO Task Force Report on Wholesale Market 
Conduct (2017)
Statement on matters to consider in the use of 
financial benchmarks (2018)

Principles for Sound Compensation Practices (2009) 
(updated 2018)
Principles for an Effective Risk Appetite Framework 
(2013)
Reforming Major Interest Rate Benchmark (2017)
Strengthening governance frameworks to mitigate 
misconduct risk: a toolkit for firms and supervisors 
(2018)

Corporate Governance Principles for Banks (2015)

Bank of England. 2015. Fair and Effective Markets Review
Financial Conduct Authority. 2018. Transforming culture in 
financial services 
Federal Reserve Bank of New York. 2016. Reforming 
culture and behavior in the financial services industry 
Federal Reserve Bank of New York. 2017. Misconduct Risk, 
Culture, and Supervision
UK’s senior managers regime (SMR)
Australia’s Banking executive accountability regime (BEAR)



G30’s call for reform to banking culture and conduct (2015)

• Banks and banking today stand in disrepute. 

• Poor cultural foundations and significant cultural failures were major 
drivers of the recent financial crisis, and continue to be factors in the 
scandals since then, made worse by staff with questionable conduct 
and values who move from bank to bank with impunity

• Banks require a fundamental shift in culture and to embed targeted 
aspirational culture through

– Tone from the top: board and executive accountability and governance 
plus echo from the bottom

– Performance management and incentives

– Staff development and promotion to reinforce what is expected

– Effective three lines of defence

• Culture is unique to each institution

• Culture cannot be regulated
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