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Supervision of SA Capital Markets under Twin Peaks

The FSRA introduced the “Twin Peaks” model of financial sector regulation by establishing two new 
authorities: the Financial Sector Conduct Authority (FSCA) and the Prudential Authority (PA) with two 
separate, but complimentary, mandates. The model places focus on prudential and market conduct 

regulation and supervision  

The FSCA is responsible for enhancing and supporting 
the integrity and efficiency of financial markets and 
protecting financial customers. The FSCA is the lead 

regulatory body for Market Infrastructures. 
Assist in maintaining financial stability 

The PA is responsible for promoting the safety and 
soundness of financial institutions and Market 

Infrastructures. 
Assist in maintaining financial stability

SARB given explicit mandate and regulatory framework to protect and enhance 
financial stability, and to restore or maintain financial stability should a systemic 

event occur or is imminent. 



Financial Sector Regulation Act 9 of 2017 
(FSRA) – Twin Peaks

Financial Markets Act 19 of 2012 (FMA) primary sectoral law governing the regulation of 
financial markets - market infrastructures, OTC derivative providers and financial institutions operating in 

South African financial markets

FMA Regulations, 2018

Conduct Standards/Prudential Standard/ Joint Standards

Our legislative and regulatory framework is in line with international  norms and standards (IOSCO, G20, 
FSB, BCBS)

Twin Peaks-Legislative framework: 
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FSCA & PA’s regulatory and supervisory functions in 

respect of licensed market infrastructures

Arrangements have been made 
to give effect to the roles of the 

authorities by way of a 
Memorandum of 

Understanding (MOU) and the 
delegation of functions, where 

feasible. 

PA – FSCA MoU includes 
arrangements for the 

delegation of prudential 
requirements and 

responsibilities in the 
regulation and supervision of 

market infrastructures to the PA 
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Wholesale financial markets activities 

Market infrastructures
• IOSCO defines wholesale markets as ‘markets that predominantly consist of 

professional counterparties where both counterparties are persons or firms that 
are considered more sophisticated than typical retail customers.’

PRIMARY MARKETS

SECONDARY (VENUE TRADED) AND OTC MARKETS

CLEARING

SETTLEMENT

CUSTODY

PRODUCTION AND DISSEMINATION OF DATA

BENCHMARKING / SFTs / SHORT-SELLING



FSCA Regulatory Strategy

 Section 70 FSR Act - FSCA to adopt a Regulatory Strategy within 6 months after 

establishment

 The Regulatory Strategy was published in October 2018

 The Regulatory Strategy provides guidance on the objectives of the organisation and sets 

out the FSCA’s regulatory and supervisory priorities for the next three years (i.e. October  

2018-September 2021. 

 The strategic intent of the document is to outline the FSCA’s approach in discharging its 

responsibilities over the short to medium term. 

 Chief among these is the duty to protect financial customers and ensure that they are 

treated fairly. 



FSCA Regulatory Strategy

 We protect investors through a dedicated focus on the FSCA’s objectives as 

stipulated in the FSR Act summarised as follows:

– enhance the efficiency and integrity of financial markets,

– promote fair customer treatment by financial institutions,

– provide financial education and promote financial literacy, and

– assist in maintaining financial stability.



FSCA Regulatory Strategy

 In the pursuit of its mandate to enhance the efficiency and integrity of financial markets, 

the FSCA has initiated a number of strategic and operational projects. 

 Mostly in the form of conduct standards – s106 FSR Act

 Some will be in the form of join standards with the PA and SARB – s107 FSR Act.

 PA  may make prudential standards – s105 FSR Act

 Standards requiring concurrence of the SARB – s109 FSR Act

 Providers of Payment Systems

 Standard aimed at maintaining Financial Stability 



Intended Key Outcomes

 The efficiency and integrity strategic priority is intended to ensure that South African 

financial markets are:

– fair, efficient and transparent, with reliable and effective price discovery

– supported by robust and efficient post-trade systems

– provide a diverse and competitive range of products and services to meet investors’ needs



Interoperability and co-operation of market 

infrastructures

 The licensing of new exchanges and a CSD in competition with the JSE and Strate

requires the FSCA to ensure cooperation and interoperability among the MIs.

 The FSB issued a position paper in 2017 to address issues of market fragmentation 

brought about by the existence of multiple exchanges. 

 Flowing from this, it initiated the Exchange Fragmentation Forum, comprising 

representatives of the five licensed exchanges. 

 The purpose of the forum is to identify major areas of market fragmentation and 

appropriate regulatory interventions, and cooperation required among the exchanges to 

address fragmentation concerns. 



Conduct Standard on Exchanges

 To bring regulatory certainty, the FSCA, in consultation with the exchanges, is developing 

Market Fragmentation Conduct Standards to be issued under the FSR Act.

 Draft Conduct Standard for Exchanges already prepared in consultation with the PA 

 Areas covered: Cooperative Arrangements; Disclosure of price sensitive information; 

 Corporate Actions; Best Execution; Clearing & settlement processes; Minimum CapAd reqs

etc

 Currently- Internal consultation underway

 Next step – publish conduct standard for public comment



Securities Financing Transactions

 SFTs play a crucial role in supporting price discovery and secondary market liquidity for a 

wide variety of securities. 

 However, such transactions can also be used to take on leverage as well as maturity and 

liquidity mismatched exposures, and therefore can pose risk to financial stability.

 As part of its work to enhance the resilience of non-bank financial intermediation, the 

Financial Stability Board (FSB) developed 18 policy recommendations to address financial 

stability risks that arise from SFTs. 

 SFTs currently unregulated

 2015 – FSB SA - Deloitte research on SFTs in SA and best practice worldwide



Securities Financing Transactions

 The draft Conduct Standard on SFTs developed and published for public comment 

October 2017.

 Stakeholder comments considered 

 Decision taken to designate SFT as a “financial service” – s3 FSRA.

 Ministerial decision required in this regard.

 Next step – republish amended draft SFT conduct standard for public comments. 



Short selling reporting regime

 IOSCO Principle 37 – “Regulation should aim to ensure the proper management of large 

exposures”

 Developing a short-selling reporting regime in which short sales are flagged by the 

authorised user and reported to the exchange concerned as well as to the FSCA. 

 To address conduct concerns where short selling may be used in an abusive manner. 

 Reporting will give the FSCA a repository of short-selling data, enabling it to carry out its 

market abuse investigation mandate in terms of the FSR Act.

 Comments invited thereon till 15 February 2019. 

 Subsequent thereto, a comment matrix prepared. 

 A position paper is  being drafted by the FSCA  



Regulation and supervision of members under COFI 

Act and FSR Act

 Ito current strong SRO model, MIs responsible for the authorisation and supervision of 

members

 Proposed that FSCA  assume responsibility under COFI and FSR Act.

 Implemented through the alignment between the COFI Bill, the FMA Review and the 

Financial Markets Review. 

 No collapse of the various pieces of legislation yet = FMA Review, COFI Bill and NPS Act. 

 Instead, will have some version of these pieces of legislation.

 Process in progress – still lots of issues – hopefully to be tabled in Parliament in 2020



The licensing and supervisory framework for OTC 

derivative markets
 FSCA developing the licensing and supervisory framework for OTC derivatives markets.

 On 9 February 2018, the Minister of Finance prescribed Regulations for OTC Derivatives 

market (“FMA Regulations”) ito of the FMA 

 The FMA Regulations = aimed at ensuring that South Africa meets its international 

commitments by making regulatory and legislative reforms to the OTC derivatives market to 

align with international standards. 

 The Minister, in Regulation 5, OTC Derivatives Regulations, prescribed an authorised ODP to 

be a regulated person as contemplated in section 5(1)(b) of the FMA 

 FSCA has made a conduct standard which prescribes criteria for the authorisation of ODPs 

as contemplated in section 6(8)(a) of the FMA. 

 FSCA and the PA are finalizing the Joint Standard on Margin Requirements for non-centrally 

cleared OTC derivative transactions.

 The margin requirements undergoing internal review at FSCA

 No licensed ODPs, no licensed TR. 

 ODPs must apply within 6 months of date of commencement of FMA Reg2 - 46 apps.



Benchmark conduct standard

 IOSCO Principles for Financial Benchmarks 

 The FSCA, in consultation with stakeholders and considering its international regulatory 

peers, will develop appropriate benchmark conduct standards for the South African 

market. SA needs equivalence with EU.

 Benchmark to be designated as a “financial service” – s3 FSRA

 September 2018 - published a consultation paper in this regard. 

 The standards will address the following:

• Improving governance and controls over the benchmark process to ensure that administrators 

avoid conflicts of interest, or at least manage them appropriately

• Improving the quality of input data and methodologies used by benchmark administrators

• Ensuring that contributors to benchmarks and the data they provide are subject to adequate 

controls to avoid conflicts of interest

• Protecting consumers and investors through greater transparency and adequate rights of 

redress



Global Legal Identifier System

 The FSCA will play an active role in the regulatory oversight of the global public interest 

system of legal identifiers for counterparties to financial transactions

 This is to meet international commitments to improved transparency, mitigation of 

systemic risk and protection against market abuse, and to facilitate central reporting of 

OTC derivatives transactions by market participants to trade repositories.

 The FSCA published a discussion paper on the implementation of Legal Entity 

Identifiers for public comment by 15 February 2019. 

 The aim of the consultation paper is to promote awareness of the global use of Legal 

Entity Identifiers (LEIs) and to seek feedback from the market on the proposals for the 

implementation of LEIs.

 SA to mandate use LEIs - also in the OTC Derivatives space

 STRATE accredited to be a Local Operating Unit (LOU) by the ROC

 Effective 31 May 2018 STRATE accredited by GLEIF as LOU



Conduct supervisory framework for CCPs

 CCPs provide an infrastructure to clear transactions in securities 

 S110(6) FMA- a CH performing the functions of a CCP must comply with any requirements 

imposed by regulations/standards and must until 31 December 2021 be licensed as an 

associated CH or ICH and be approved by the FSCA, SARB & PA

 10 December 2012, JSE Clear approved as a QCCP for ETDs – b’cos compliant with PFMIs

 The FSCA will now develop the appropriate conduct supervisory framework for CCPs

 The CCP framework recognises the cross-border systemic risk that these institutions pose 

and contains stringent prudential, governance and conduct requirements.

 A CCP must be an ICH – S47(1A) FMA

 A juristic person may apply to the Authority for a CH or CCP licence-S47(2)

 Requirements applicable to the granting of a CCP license – joint standard

 Requirements applicable to the granting of an external CCP/TR licence – determination

 External CCP/TR can provide anything which a local CCP/TR can provide=S49A

 Chapter VI, FMA Regulations = CCP Requirements



Equivalence framework for external TRs, CCPs + 

CSDs

 S6A FMA = On application by any interested party, the FSCA, with the concurrence of the 

SARB and the PA may determine that the regulatory framework of a specified foreign 

country is equivalent to the relevant SA regulatory framework.

 S6A(2) + (3) = Recognition to be published on the FSCA website and list of recognised

countries to be maintained

 S6A(4) = Factors to be taken into account when assessing jurisdiction for equivalence

 The FSCA and the PA are developing a framework for equivalence recognition of these 

foreign infrastructures

 Project in progress




