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Iransparency’ and‘accountability of financial
regulation and i1ts implementation




Policy Statementofifine SESC (2007):(1)

Policy @Djectives; IViarket integrity andiinyvestors
Protecion

15 Fimely-and coniprenensive; eVersignt Wit nieKe
Strrategic fiocus;

- Best-mixed compination o teels ofi
EVErsight

- Proeactive eversightfor potential
Fisks and misconducts

- Enhanced cooperation with SROs
and overseas regulators




Policy Statementofiihe SESC (2007):(2)

2. 1Leveraging market discipline with enhancea
eutreach to stakenolders for marketkintegrity,

o [0 enhiance:selifregulatery functiens by, SROS

o [0 encourage selirdiscipling amonalmarket
ParticIpants

o Enhanced dialogues and communication with
market participants




SESL)

"for inwvestors, with investors"™

Current market environment.(1"
| ncreaseda risks

Credit risks

L 1iquiIaity; Kisks

Counterpanty sk

Systemic risks; nastituitions (loanks, Investment hanks,

glenal s, Nedge finds... ), products (CDS; nom:
regulated products);, markets(dark peols, OlC
transactions...)

Viarket misconducts; 1iRsider dealings, market
manipulations, false financial disclosures by public
companies, financial fraud...




Current market environments(2);.
Changesiinregulatonenvironment

o G20; FSB;, BCBS, I0SCO
o Capiial adequacy for Pamnks

o OVersightor nen-regulated Institutions
and proaducts; edoe finds, credit ratng
companies, CbS, OIC derivatiVves,




2. Respenses to tne Einancial Crisis




SESL)

"for inwvestors, with investors"™

Enhanced survelllance and oversight o
regulated nstittiiens,products-and markets

\Viore proactive and ferward leeking approach to
ldentiiiy risks and miscenducts

Irarget and thematic en:site examination el ProKker
dealersiand Investment 9aniks; shert selling, SeIVERCY..

Steck: prices

CIDS spreads

fimancial disclesures

changes in external auditors

a watch list of listed companies




SESL)

inwvestors, with investors"™

Enhanced oversight of new preducts,

marketsrandanstitutions

CDS; transaction Precess, risk management anad
Internal contrel at market makers

O € derivatives
Direct Market Access (DIVIA)

Alternative markets aneldark peels; transparency/ ofi
transactions and:thenoversIgnt

IHIghispeed and fifeguUERCY. transactions; Arrewhead at
iekyo Stock Exchange (Jan 2010-), Impact to
transaction patterns and Broker dealers




Enhanced collaboeration with
SelifRequlaionyiOroanizations (SROs)

o |INAUSHR/ associations
o Steck Exchanges

o Bllateral and multnateral collaihoraten
amoeng SESE; 1ndUstiy/ associations and
StOCK exchanges

e Sharing Information anad expertise; rule:
makings, dialegues, trainings




Enhanced outreach to
stakeholdersifiermanketinteqrity

Externallavuditorsiand CPAS
e LLaw Elrms and Bar Asseclations

Protessional gateKEEPErS i (tax accolntants, due
diligence; Investor relatons...)

[Cistedicompanies

IAVestor education

Viedia

15" company; digital forensic

ILaw schools, accounting schools andl othex
academics




Collaboration with stakeholders

o Market integrity cannot not Berensured only
By regulaters/SUPERVISOKS

o Collalberationihetween regulaters and othier
stakenolders fior market Integrity Isiessential.

Enhancinodiscipline amonosiakeAeldErs ok
eI respective role for market Integrity vy,

-~ SUPErVISory eversight; ofif=site anadlon-site

- enhanced dialogue
-- enhanced outreach
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