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Opportunities in adversity -
the new financial services landscape
Reshaping the industry
History shows that financial crises occur on a reasonably regular basis, albeit rarely on the kind of systemic scale we have seen this time around. It is unreasonable to expect that stronger regulation can prevent another downturn. Rather, there is a danger of over-regulating and creating new laws in haste that sow the seeds of the next financial crisis.

Dr Reid said: “We have to make sure that we think about the unintended consequences of new regulations. We are all trying to think ahead, and there is a trade-off with economic inefficiency. We need to raise bank capital, for example, but we have to make sure we do it at the right time so that the banks continue to extend credit while we want them to.”
Regulation clearly offers only part of the solution, and business models look unlikely to undergo any wholesale changes. More important is the continued good governance of the financial institutions themselves. Mr Dermine said: “The bottom line is that I do not believe that all these controls being put in place today will remove the potential for another crisis. There have been many in history and there will be more.”
He added: “The burden of risk management must remain with the Boards of companies, so the big challenge is how to ensure that the Boards of banks and other fnancial institutions are properly informed about the risks that they face, and that they take decisions on how to manage risks and rewards properly, and avoid herd behavior.”
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