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Banking conduct and culture

A key competitive advantage in the long-term strategy

On 30 July, the G30 released a report entitled Banking Conduct and Culture. A Call for Sustained and
Comprehensive Reform. It states that entities have to lead by example in the recovery of
trustworthiness and credibility in the financial sector. The G30 emphasises that there are still important
gaps, and issues its recommendations. It highlights that ethics and reputation are the variables that
make the difference in the long term, as they enable the achievement of higher rates of return.

Restoring trustworthiness and credibility: banks must lead with example

The banking business relies on trust, and trust is hard to earn but easy to lose. A huge risk for the industry
would be not to learn from past mistakes. Therefore, trust and ethics have to be the most wanted milestone
of the financial industry.

Banks have to assume their leadership by self-regulation in order to restore confidence and credibility. The
board and the management are the first people responsible for ethical behaviour. They have to undertake their
duties ethically and lead by example. An ethical conduct and banking culture that reflect empathy with all of the
stakeholders are a competitive advantage of the utmost importance in the new environment. The new context
has three main features: i) an intelligent corporate governance where managers have to anticipate nasty
surprises and to manage risks wisely and carefully; ii) more transparent relationships with clients, and iii) the
digital transformation that bolsters transparency, quality information and competition.

Regulation and supervision are useful complementary tools and they can make a secondary
contribution. It is not the task of supervisors and regulators to determine the banking conduct of the entities.
Supervision can help ex-ante through prevention and early intervention. It can monitor and assess entities to
prevent non-desired events as a consequence of inadequate behaviour. Regulation can provide ex-post
support via requirements and sanctions.

Our assessment

We share the reflections of the G30 Report. Prudence, integrity and transparency are three essential
principles for establishing a trustworthy and durable relationship with each of the stakeholders. Ethical
behaviour, jointly with personal and professional integrity, must be inherent to the way of understanding and
conducting all the activities.

A code of conduct must show clearly and concisely the path for the whole organisation. The social
impact caused by the activities must always be considered. Entities have to be committed to the reliance
which shareholders and clients have entrusted to them.

Customers must be at the centre of entities’ activities. They are the lever that propels the entire value
chain for banks, with the objective of establishing long-lasting relationships. Relationships have to be based
on mutual confidence. It is firms’ responsibility to contribute, through their activities, to the progress and
sustainable development of the societies in which we work, committing themselves to their citizens and
institutions.

Business models should be based on a prudent and anticipatory management approach that always seeks
principle-adjusted returns, with a customer-centric focus and leveraging of technology.


http://www.group30.org/images/PDF/BankingConductandCulture.pdf
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.



RESEARCH

BBVA

This report has been produced by:

Financial Regulation Outlook
November 2015

Chief Economist for Financial Systems & Regulation
Santiago Fernandez de Lis

+34 91 5379852

sfernandezdelis@bbva.com

Chief Economist for Regulation and Public Policy
Maria Abascal
maria.abascal@bbva.com

Arturo Fraile
arturo.fraile@bbva.com

Santiago Mufioz
santiago.munoz.trujillo@bbva.com

Lucia Pacheco
lucia.pacheco@bbva.com

Rosa Gomez Churruca
rosa.gomezc@bbva.com

Chief Economist for Recovery and Resolution Policy
José Carlos Pardo
josecarlos.pardo@bbva.com

Javier Garcia Tolonen
javierpablo.garcia@bbva.com

Victoria Santillana
mvictoria.santillana@bbva.com

BBVA Research

Pilar Soler
pilar.soler.vaquer@bbva.com

Head of Supervisory and Regulatory Affairs-Frankfurt Office
Matias Viola
matias.viola@bbva.com

Chief Economist for Financial Inclusion
David Tuesta
david.tuesta@bbva.com

Pablo Urbiola
pablo.urbiola@bbva.com

Group Chief Economist
Jorge Sicilia Serrano

Developed Economies Area
Rafael Doménech
r.domenech@bbva.com

Emerging Markets Area

Financial Systems and
Regulation Area
Santiago Fernandez de Lis

Global Areas

Spain
Miguel Cardoso
miguel.cardoso@bbva.com

Europe
Miguel Jiménez
mjimenezg@bbva.com

us
Nathaniel Karp
Nathaniel.Karp@bbva.com

Cross-Country Emerging Markets

Analysis

Alvaro Ortiz
alvaro.ortiz@bbva.com
Asia

Le Xia
le.xia@bbva.com

Mexico
Carlos Serrano
carlos.serranoh@bbva.com

sfernandezdelis@bbva.com

Financial Systems
Ana Rubio
arubiog@bbva.com

Financial Inclusion
David Tuesta
david.tuesta@bbva.com

Regulation and Public Policy

Maria Abascal
maria.abascal@bbva.com

Economic Scenarios
Julian Cubero
juan.cubero@bbva.com

Financial Scenarios
Sonsoles Castillo
s.castillo@bbva.com

Innovation & Processes
Oscar de las Pefias
oscar.delaspenas@bbva.com

Turkey Recovery and Resolution Strategy

Alvaro Ortiz
alvaro.ortiz@bbva.com

LATAM Coordination
Juan Manuel Ruiz
juan.ruiz@bbva.com
Argentina
Gloria Sorensen
gsorensen@bbva.com
Chile
Jorge Selaive
jselaive@bbva.com
Colombia
Juana Téllez
juana.tellez@bbva.com
Peru
Hugo Perea
hperea@bbva.com
Venezuela
Julio Pineda
juliocesar.pineda@bbva.com

Contact details

BBVA Research

Azul Street, 4

La Vela Building — 4 and 5 floor

28050 Madrid (Spain)

Tel.: +34 91 374 60 00 and +34 91 537 70 00
Fax: +34 91 374 30 25
bbvaresearch@bbva.com
www.bbvaresearch.com

Digital Regulation
Alvaro Martin

171717

www.bbvaresearch.com


http://www.bbvaresearch.com/

