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Panel Chair’'s Foreword

The annual Panel Survey of regulated firms
is a key measure of changes in the
industry’s perception of the Financial
Conduct Authority (FCA) and whether it is
meeting its objectives. The purpose of this
Survey is to highlight areas where the FCA
should be targeting its resources in order to
achieve its objectives.

This year’s Survey has evolved in several
ways. Our collective objective is to rebuild
trust between the regulator, the industry
and consumers. This is why we have
probed in more detail firms’ views on their
level of trust in the FCA and how it has
changed in the last 12 months. During the
last year the FCA has changed its
supervisory approach to allocate firms to
one of two categories, and we have asked
firms whether this approach is fully
understood. We have also carried out more
analysis to understand better why firms
hold the views they do about the FCA.

The latest wave of the survey was
conducted for us by TNS BMRB between
February and April 2016. In total, 3,357
firms completed the survey, a response
rate of 34%. Results for Consumer Credit
firms are presented separately and are
based on responses from 371 firms.

Overall findings

The top-level finding of the Survey is that
the majority of firms are reasonably
satisfied with the regulatory relationship.
They believe the FCA is an effective
regulator and feel their interaction is at
about the right level.

The overall effectiveness score has
remained the same as last year, with firms
scoring the FCA at 6.7 out of 10.
Satisfaction with the FCA has increased
slightly year on year from 7.1 out of 10 in
2015, to 7.2 in 2016. In 2014, the first
Survey of the FCA, the score was 6.9. The
generally positive trend in satisfaction is

welcome but there is still room for
improvement both in satisfaction and
effectiveness.

The Survey has highlighted three areas
where the industry would value
improvement from the FCA. These are:

e improving the knowledge of FCA
staff and supervisors;

e more transparent regulation,
including emphasis on the
independence of the FCA and
consistency of action;

e more forward looking regulation,
including a better grasp of the
impact of its work on the industry.

The Survey also identifies that the industry
continues to have less confidence in the
way the FCA addresses its competition
objective, which is disappointing.

Looking at the analysis on a sector basis, it
is clear that the long-term savings and
investment sector is less satisfied overall,
gives a lower rating for the effectiveness of
the FCA in regulating the industry, and
expresses a lower level of confidence in the
FCA's ability to meet its objectives.

There is an opportunity for the regulator
under its new leadership to work on these
points and for the Practitioner Panel to help
in a collaborative way.

Conduct classification

In 2015 the FCA simplified its supervisory
structure into two categories. Fixed
portfolio firms (a small population of firms
that, based on factors such as size, market
presence and number of customers,
experience the highest level of supervisory
interaction) and flexible portfolio firms.
Throughout the Survey we have analysed
any difference in views between fixed and
flexible firms.



FCA objectives

Between 2015 and 2016 there has been a
small fall in the level of confidence in the
FCA’s performance in ensuring markets
function well (from 76% in 2015 to 74% in
2016), and in securing an appropriate
degree of protection for consumers (from
81% in 2015 to 78% in 2016).

There was no real change in its
performance in promoting effective
competition (57% in 2015 and 56% in
2016). Last year we highlighted concerns
that the industry is not yet operating in an
environment in which firms can compete
effectively without encountering regulatory
barriers. We are therefore disappointed that
there has been no progress against the
competition objective, and that fewer than
half of fixed portfolio firms are confident
that the FCA is delivering on this objective.
We are aware of the many initiatives the
FCA is carrying out in the area of
competition, and in the related area of
innovation, and recommend that these
initiatives and their outcomes are
communicated more actively.

Trust

We particularly chose to focus on firms’
trust in the FCA for the 2016 survey.
Previous years of the survey gathered
views in relation to specific aspects of trust,
but to gain a general sense of how firms
perceive the regulator we asked how their
level of trust in the FCA had changed over
the last year. We will continue to ask this
question in order to track progress in future
years.

The majority of firms (78%) reported no
change to their level of trust, while 13% of
firms said their trust had increased and 8%
said it has decreased. Fixed firms were
more likely to have experienced a change
to their level of trust, with 20% saying it
has increased and 10% that it had
decreased. It is positive that many firms
who reported an increase in trust

mentioned that the FCA is taking a more
collaborative approach with the industry
and paying more attention to firms’ points
of view. A major factor driving a decrease
in trust is the level of fees. We encourage
the FCA to be mindful of this when
considering fees for next year and in its
forthcoming review of the FSCS levy.

Communication

Overall satisfaction with FCA
communications, at 6.9 out of 10, is similar
to last year. Almost a third of firms agreed
that the most important thing the FCA could
do to ensure the public has an accurate
impression of the financial services industry
is to publicise examples of good practice
and positive behaviour. The Panel firmly
agrees that this should be a key regulatory
tool for the FCA.

Long Term Savings and Pensions

We have analysed the results by sector,
and it is noticeable that in almost every
area lower levels of satisfaction were
apparent for long term savings and
pensions. Respondents in this sector are
less satisfied overall, and are particularly
likely to feel that the information they have
to provide for consumers is excessive. We
recommend that the FCA should focus
particularly on this sector when considering
regulatory policy, such as the outcomes
from the Smarter Consumer
Communications work.

Consumer Credit

The consumer credit industry still continues
to go through the process of authorisation
by the FCA, therefore they have been
analysed separately for this Survey. Across
most of the FCA objectives consumer credit
firms have similar levels of confidence to
the rest of the industry in the FCA’s ability
to deliver, but they have significantly more
confidence in its ability to deliver on the
competition objective. This is an
observation the FCA may wish to take into



account if it wishes to raise confidence
overall in this area.

Key drivers of firm satisfaction

We have analysed the responses to find out
more about what drives firms’ views of
satisfaction with the regulator. We have
mapped out which areas firms consider to
be important against those in which the
FCA is achieving lower scores and identified
three priorities:

e FCA staff/supervisors having
sufficient knowledge to understand
firms

e Transparent regulation

e Forward looking regulation

The first two drivers in particular are
related to the questions of trust. Fixed
firms, which have a direct supervisory
relationship, are more likely to have a
positive view with 72% agreeing that their
supervisor has sufficient experience, but

fewer than half of flexible portfolio firms,
which have less direct contact with the
regulator, agree that supervisors have
sufficient knowledge to understand their
firm. We acknowledge the work the FCA is
undertaking on staff training and reducing
turnover and recommend that this should
be a priority area for the next year.

We highlighted last year that the FCA faced
substantial challenges to its operations and
strategy and this has been compounded
this year by changes to its leadership and
senior management. To have maintained
broadly similar scores for effectiveness and
satisfaction is therefore a sign that the
industry generally has confidence in its
operations. The Panel looks forward to
working together with the FCA over the
next year on the areas the industry has
identified as key priorities for attention.

Antdnio Simdes
Chair, FCA Practitioner Panel
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1. Executive
Summary

The FCA Practitioner Panel Survey offers firms
regulated by the FCA the opportunity to
feedback their views on the performance of the
regulator.

The latest wave of the survey was conducted by
TNS BMRB on behalf of the Panel. Fieldwork took
place between February and April 2016. In
total, 3,357 firms completed the survey,
constituting a response rate of 34%. Results
for Consumer Credit firms are presented
separately and are based on responses from 371
firms.

Overall the survey shows that the majority of
firms are generally satisfied with the regulatory
relationship, believe the FCA is an effective
regulator and feel that their level of interaction
with the regulator is at about the right level.
Satisfaction has increased slightly year on year
from 7.1 to 7.2 out of 10 while the effectiveness
score has remained stable at 6.7 out of 10.

Fixed portfolio firms, for whom regulation has a
greater impact on their business, tend to be less
satisfied with their regulatory relationship and
with the effectiveness of the FCA overall but do
have more confidence in the FCA’s ability to
deliver against the first two out of three of its
operational objectives;

B Securing an appropriate degree of
protection for consumers

B Protecting and enhancing the integrity of
the UK financial system

B Promoting effective competition in the
interests of consumers in the financial
markets

The industry as a whole continues to express
lower levels of confidence in the FCA’s ability to
deliver on its third objective of promoting
competition and confidence is lower here among

fixed portfolio firms compared with flexible
portfolio firms.

Analysis of firms’ responses shows the factors
which are important to firms in driving their
satisfaction with the FCA and their perception of
the effectiveness of the regulator. This
identified three main priorities for improvement
where performance is lower in these areas
identified as important by firms. These priorities
for improvement were;

B FCA staff/supervisors having sufficient
knowledge to understand firms

B Transparent regulation

B Forward looking regulation

An area of importance where the FCA was seen
to be performing well was in enforcement
activity delivering the appropriate message to
the industry. There are however signs that
performance in this area is beginning to fall back
as firms reported lower levels of agreement that
enforcement activity acts as a credible
deterrent, that it delivers the appropriate
message to the industry and that it is used to
better protect the consumer compared with
2015. There has also been a small increase in
the proportion of firms which feel that the
publication of fines undermines confidence in the
industry.

There was an increased focus in the 2016 survey
on firms’ trust in the FCA. Overall the majority
of firms felt that their level of trust in the
regulator had stayed the same over the last
year. However where firms reported a decrease
in trust they raised concerns about the high
turnover of FCA staff and a lack of knowledge
shown by FCA staff.

Overall firms were broadly content with their
level of contact and interaction with the FCA.
Around nine in ten firms considered the level of



interaction with the regulator to be about right,
eight in ten felt the number of information
requests was about right and three quarters felt
the tone of information was about right.

There were however a significant minority of
firms who were somewhat critical of the FCA’s
communication, 14% felt that the tone of
information was too negative and 18% felt that
the information put into the public domain did
not give an accurate impression of the industry.
Among these firms the most cited suggestion for
improvement was for the FCA to do more to
publicise examples of good practice within the
industry.

The FCA has recently changed its supervisory
approach and over a third of firms reported that
they did not have a good understanding of the
new approach.

Across almost every area measured by the
survey lower levels of satisfaction were apparent
in the Long Term Savings and Pensions sector.
These firms are less satisfied overall, give a
lower rating for the effectiveness of the FCA in
regulating the industry and express lower levels
of confidence in the FCA’s ability to meet its
objectives. They are particularly dissatisfied
with FCA communication (although they accept
the amount of communication is about right,
they tend to feel that this should be more
tailored and easier for firms to understand).
They are far more likely than other sectors to
feel that the information they are required to
provide for consumers is excessive.



2. Methodology

The FCA Practitioner Panel (the “Panel”) and its
predecessor Panel for the FSA have undertaken
surveys of the industry’s view of the regulator
and its operations since 1999. These have
provided an ongoing picture of the financial
services industry’s reaction to regulatory policies
and how they work in practice. Since the
introduction of the FCA in 2013 the survey has
focussed on perceptions of the effectiveness of
the FCA in regulating the industry as well as
measuring firms’ satisfaction of the FCA as a
regulator. Previous sweeps of the survey have
tended to be run on a biennial basis. From 2015
the survey moved to an annual survey and
hence the 2016 survey is the first to report the
time trends across a single year.

From 2014 the FCA started to become
responsible for the regulation of consumer credit
firms. Therefore since 2015 consumer credit
firms have been included in the survey. At the
time of the 2016 the authorisation process for
consumer credit firms was ongoing and
therefore results for these firms are presented
separately in Chapter 9.

The latest wave of the survey was conducted by
TNS BMRB on behalf of the Panel. Fieldwork took
place between February and April 2016. Overall
10,011 firms were invited to take part, including
all fixed portfolio firms and a sample of flexible
portfolio firms. The selected sample included
firms from all seven FCA supervision sectors.
Contact details were obtained from the FCA’s
TARDIS database of regulated firms. The
intended respondent was the most senior person
in the firm. Selected firms were sent an initial
‘warm-up’ email informing them about the
research, followed shortly by an invitation email
containing a link to the online survey. In total,
3,357 firms completed the survey, constituting a
response rate of 34%. An additional 371
Consumer Credit firms took part, at a response
rate of 15%. The breakdown of response rate
by firm type is shown in Figure 2.1.

Long Term Savings & Pensions (976)

General Insurance & Protection (670)

Figure 2.1 - Response Rate by firm type/ sector

Fixed (62) 67%
Flexible (3,295)

Consumer Credit (371)

Retail Banking (43)

Capital Markets (112)

Investment Management (634)

Retail Lending (590)

Wholesale Banking (332)

FCA Supervision categorisation

Fixed portfolio firms are a small population of
firms (out of the total number regulated by the
FCA) that, based on factors such as size, market
presence and customer footprint, require the
highest level of supervisory attention. These
firms are allocated a named individual
supervisor and are proactively supervised using
a continuous assessment approach.

Flexible portfolio firms are proactively
supervised through a combination of market-
based thematic work and programmes of
communication, engagement and education
activity aligned with the key risks identified for
the sector in which the firms operate. These
firms use the FCA Customer Contact Centre as
their first point of contact as they are not
allocated a named individual supervisor.

The makeup of the final achieved sample is such
that flexible firms constitute the majority of
respondents (98%). This reflects the fact that
flexible firms also represent a majority of all
regulated firms. In light of this, results for the
whole sample will be almost identical to results
for the flexible firms in isolation.



3. Performance of
the FCA as a
regulator

This chapter explores the industry view of the
FCA’s performance as a regulator based on three
key metrics; firms’ satisfaction with the
relationship with the FCA, firms’ perceptions of
the effectiveness of the FCA as a regulator, and
finally firms’ perceptions of the FCA’'s
performance against its objectives.

3.1 Satisfaction with relationship with the
FCA

Firms were asked to rate their satisfaction with
the relationship they have with the FCA on a
scale of 1 to 10, with 1 being extremely
dissatisfied and 10 being extremely satisfied.
Overall almost seven in ten firms (69%) gave a
high satisfaction score (7 to 10), representing no
change from 2015 (Fig. 3.1). The mean score
has however increased slightly between 2015
and 2016 from 7.1 to 7.2.

The relatively small increase in overall
satisfaction levels appears to reflect a plateauing
in firms’ views of their relationship with the
regulator following the sharp fall recorded in
2010 (a mean score of 5.4) and a steady
increase thereafter.

Tad

Satisfaction levels were lower among fixed
portfolio firms compared with flexible portfolio
firms (6.8 compared with 7.2). Across the
sectors there was little difference in levels of
satisfaction with the relationship with the FCA,
the only exception being the Long Term Savings
and Pensions sector where satisfaction was
lower at 6.9 compared with 7.4 in the Wholesale
Banking sector and 7.3 in Capital Markets.

3.2 Effectiveness of the FCA in regulating
the financial services industry in the
last year

Firms were asked how effective the FCA has
been in regulating the financial services industry
in the last year (again using a 10 point scale
with 1 being not at all effective and 10 being
extremely effective).

There has been no change year on year in firms’
rating of the effectiveness of the FCA with a
mean score of 6.7 reported in 2016 and 2015
(Fig. 3.2). As with satisfaction scores, the fixed
portfolio firms gave a lower score on average
than flexible portfolio firms (6.5 compared with
6.7).

Figure 3.1 — Satisfaction with relationship with the FCA (2008 - 2016) Mean

2016

2015

2014

2013

2010

2008 43

mlto3 md4to6 m7tol0

score

7.2

7.1

6.9

5.9

5.4

6.1

Base: All firms - 2016 (3,357); 2015 (4,055); 2014 (3,146); 2013 (1,470); 2010 (4,187); 2008 (4,407)



Performance

Figure 3.2 - Effectiveness of the FCA in regulating the financial services industry in the last year)

2016

2015

2014

Mean
score

6.7

6.7

6.5

mlto3 w4to6 m7to 10

Base: All firms - 2016 (3,357); 2015 (4,055); 2014 (3,146)

Across the different sectors scores were lowest
in the Long Term Savings and Pensions sector
with a mean score of 6.2 compared with 6.7
overall and 7.2 in the Wholesale Banking sector.

3.3 Reasons for low effectiveness score

Firms were invited to give more detailed
feedback regarding the reasoning behind their
perceptions of the FCA's effectiveness. Among
those who gave a low score (1-3) the most
common reasons were:

m The FCA should be doing more to
prevent wrong doing (23%)

B FCA is/has been ineffective in dealing
with larger firms (18%)

B Regulation should be tailored and
proportionate to the size of firm/level of
risk (18%)

B Regulatory activity is too time
consuming/burdensome/restrictive  for
our firm (12%)

In 2015, over a third of firms gave a low score
(35%), saying this was because they felt the
FCA should be doing more to prevent wrong
doing. Although this was the most common
response in 2016 the emphasis has changed
slightly with just under a quarter of firms citing
this (23%). In 2016 firms were more likely to
raise concerns that the FCA had been ineffective

in dealing with larger firms, an issue that was
not raised in 2015.

Where firms gave a high score for effectiveness
the most common response was that they feel
the FCA operates in an effective and efficient
manner (given by 16% of firms who gave a
score between 7 and 10).

and

3.4 Drivers of satisfaction

effectiveness

As a regulator the FCA needs to consider the
importance of each of these measures of its
performance and the Panel have been
considering which measure should take
precedence.

Not surprisingly there is a high level of
correlation between the scores given for
satisfaction and effectiveness. However, looking
at the drivers of both satisfaction and
effectiveness some differences can be identified
in the underlying drivers for each of these areas.



The top four most important drivers for
satisfaction were:

B My FCA supervisors/FCA staff have
sufficient knowledge to understand my
firm

B My FCA supervisors/FCA staff exercise
good judgement

B The FCA is an effective conduct regulator

B FCA regulation is transparent

The top four most important drivers for
effectiveness were:

B FCA regulation is forward looking

B FCA regulation is transparent

B My FCA supervisors/FCA staff have
sufficient knowledge to understand my
firm

B The FCA's enforcement procedure
delivers the appropriate message to the
industry

Overall performance levels across these areas
were relatively high so while some are identified
for improvement, this would be to build on a
relatively good position. The main areas to
improve are summarised in Figure 3.3 while the
detailed analysis is shown in Appendix B.

Figure 3.3 — Main areas to improve

Performance iﬂ

There is some overlap around the importance of
sufficient knowledge of FCA staff and supervisors
and transparency of regulation, suggesting that
these two areas are critical for the FCA.

‘My only concern is that although we
follow the handbook and implement what
we believe necessary, the rules can be
interpreted differently by the FCA and you

could be deemed to be doing something
incorrectly through no fault of your own.’

Flexible, Investment Management

These two factors show lower performance
levels than the other more influential drivers
suggesting that these should be priorities for
improvement. An improvement in these areas
would be likely to result in an overall increase in
both satisfaction and effectiveness scores
(detailed scores are shown in Appendix
B).

In contrast, the importance of forward looking
regulation is much more prominent in firms’
rating of the effectiveness of the FCA as is the
enforcement procedure acting as a credible
deterrent. Given the level of importance
assigned to regulation being forward looking, the
performance of the FCA in this area, according
to the industry, is relatively low and this would
therefore be a further priority for improvement.

High

Continue doing well

B The FCA's enforcement procedure
delivers the appropriate message to
the industry

Secondary areas to improve

Performance
(based on responses
in questionnaire)

B The FCA is effective in facilitating
competitiveness within the UK

B The FCA s effective in facilitating
innovation within the UK

Low

Main areas to improve

B My FCA supervisors/FCA staff have
sufficient knowledge to understand
my firm

B FCAregulation is transparent

B FCAregulation is forward looking

Low

High

) . Importance i
(as drivers of satisfaction and/or effectiveness)
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We have also looked at the importance of each
of the three operational objectives of the FCA on
firms’ satisfaction levels and perception of
effectiveness.  For  satisfaction, promoting
effective competition in the interests of
consumers in the financial markets was the most
important of the three operational objectives
and the lowest performing - suggesting this
should be a priority for improvement. In terms
of effectiveness, securing an appropriate degree
of protection for consumers was the most
important and ratings of the FCA were highest
for this objective.

Finally there were two areas where the level of
importance to firms was lower but performance
was particularly low; “The FCA is effective in
facilitating competitiveness within the UK” and
“The FCA is effective in facilitating innovation
within the UK”. This suggests that these areas
would be secondary priorities for improvement
(they were of slightly more importance to the
effectiveness score than satisfaction scores).

3.5 Performance against objectives

All firms were asked how confident they felt in
the FCA’s performance against its objectives,
including the single strategic objective of
ensuring financial markets function well and the
three operational objectives;

B Securing an appropriate
protection for consumers

B Protecting and enhancing the integrity of
the UK financial system

B Promoting effective competition in the
interests of consumers in the financial
markets

degree of

Between 2015 and 2016 there has been a fall in
the level of confidence in the FCA’s performance
in ensuring markets function well (from 76% in
2015 to 74% in 2016), and in securing an
appropriate degree of protection for consumers
(from 81% in 2015 to 78% in 2016). There was
no real change in its performance in promoting
effective competition (57% in 2015 and 56% in
2016) and an increase in firms’ confidence in the
FCA’s performance in protecting the integrity of
the financial system (Fig. 3.4).
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Figure 3.4 - Level of confidence in the FCA’s performance against

objectives (% very/fairly confident) 2015 vs 2016

81
5 78
76 A 73 |5
57 §S6

Ensuring financial
markets function
well

Consumer
protection

Protecting integrity Promoting effective
of financial system competition

Base: All firms - 2015 (4,055); 2016 (3,357)

Promoting effective competition was a new
objective for the FCA, introduced in 2013. The
industry has consistently reported lower levels of
confidence in the FCA’s performance against this
objective compared with its other objectives.
However between 2014 and 2015 the proportion
of firms who expressed confidence in this
objective increased from 45% to 56% and the
lack of continued improvement in 2016 means
that this remains an area of priority for
improvement.

Fixed firms tended to be more confident than
flexible firms in the FCA’s performance against
its objectives (Fig. 3.5), with the exception of
promoting effective competition where only 43%
of fixed firms felt confident in the FCA delivering
on this objective compared with 56% of flexible
firms.

Figure 3.5 - Level of confidence in the FCA’s performance against
objectives (% very/fairly confident) Fixed vs flexible portfolio firms

mFixed mFlexible

Consumer
protection

Ensuring financial
markets function
well

Protecting integrity Promoting effective
of financial system competition

Base: All firms — Fixed (62); Flexible (3,295)

=2015
2016



Although fixed firms showed lower levels of
confidence in the FCA’ s delivery of its
competition objective this does represent an
improvement in the confidence of fixed firms
from 35% in 2015 (although this difference is
not statistically significant).

Across the different industry sectors, confidence
was lowest in the Long Term Savings and
Pensions sector compared with other sectors,
across all the objectives. There was little
significant difference in levels of confidence
among the other sectors.

3.6 Importance of confidence in FCA’s
ability to deliver against its objectives

We have explored the importance of levels of
confidence in each of the three operational
objectives of the FCA on firms’ satisfaction levels
and perception of effectiveness. For satisfaction,
promoting effective competition in the interests
of consumers in the financial markets was the
most important of the three operational
objectives; it was also the lowest performing,
suggesting that this should be a priority for
improvement to increase firms’ overall levels of
satisfaction with their relationship with the FCA.
In terms of effectiveness, securing an
appropriate degree of protection for consumers
was the most important. Confidence in the
FCA’s delivery of this objective was high,
suggesting that the FCA should continue with
the good work it is already doing in this area.
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4. Contact and 'n)
Communication

4.1 Regularity of contact with the FCA Figure 4.1 - How regularly would you say

your firm has had contact with the FCA

i ?
Firms were asked how regularly they had through each of the following methods?

contact with the FCA, through any method. As Fixed firms Flexible firms
might be expected given their contrasting
supervisory approaches, fixed and flexible firms

reported very different levels of contact for each

of the methods mentioned. All fixed firms had ﬁ

email contact with the FCA at least once a

month and 92% reported contact by telephone Telephone

at least once a month (compared with 20% and
four per cent of flexible firms respectively).

Levels of contact overall were lower among
flexible firms. Four in ten flexible firms (40%)
had some form of contact with the FCA at least
once a month, 30% at least once every three
months, and 19% at least once every six
months.

Among flexible firms, the most regular form of
contact with the FCA was via the FCA website,
with 29% using the site at least once a month
and 26% at least once every three months.

Taken together with the levels of contact
through other methods, this suggests that
interaction with the FCA for flexible firms is
generally more passive when compared with
fixed firms. Four in ten flexible firms (41%)
reported that they have never had face to face 26
contact with the FCA, and two in ten (19%) had
never attended an FCA event.

(92%) felt the level of contact to be ‘about 0FCA events

Firms were also asked to rate their level of
interaction with the FCA. The vast majority

right’, three per cent felt it was ‘too much’ and

. . . . , . . m At least once a month m At least once every 3 months
five per cent felt it was ‘too little’. Fixed firms mAt least once every 6 months WAt least once a year
were more likely to feel that the level of contact Witlsastonce-evarytioyenrs  Wlessoften
. , . m Never Don't know
was ‘too much’ (14%) compared with three per
cent of flexible firms. Base: All Fixed firms (62); All Flexible firms (3,295)
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Contact and Communication

Figure 4.2 — Regularity of contact with the FCA {via any method) by Sector

35
46
26
12
9
5
Capital General Investment Long Term
Markets Insurance & Management Savings &
Protection Pensions

Base: Capital Markets (112); General Insurance & Protection (670); Investment Management (634); Long Term Savings & Pensions (976); Retail Banking (43);

Retail Lending (590); Wholesale Banking (332)

Across sectors, overall levels of contact were
broadly similar (Fig. 4.2). Within each sector
around nine in ten firms had contact with the
FCA at least as often as once every six months.
Retail Banking firms experienced the most
regular contact with the FCA. Two thirds (65%)
have contact at least once a month.

There was some variation across sectors in
terms of the method of communication used.
More than two thirds of Retail Banking (71%)
and Long Term Savings & Pensions firms (67%)
have had some degree of face-to-face contact
with the FCA, compared with 63% in Capital
Markets, 57% in Retail Lending, 53% in
Investment Management, 48% in General
Insurance & Protection, and 45% in Wholesale
Banking. The latter two sectors are also the least
likely to have had telephone contact with the
FCA: 10% of firms in both General Insurance &
Protection and Wholesale Banking have never
had telephone contact with the FCA.
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m At least once a
month

m At least once
every 3 months

m At least once
every 6 months

mAt least once a
year

m At least once
every 2 years

m Less often
m Never
11
5 Don't know
Retail Retail Wholesale
Banking Lending Banking

4.2 Sources of information

Firms were also asked to state which sources of
information they used to learn about the FCA
(Fig. 4.3). The most common sources were
unchanged between 2015 and 2016. Eight in ten
firms (81%) used the FCA ‘Regulation Round-up’
email, seven in ten (72%) used the FCA website,
and two thirds (67%) used external advisors.
The most notable change over the last 12
months was the decrease in firms use of letters
from the FCA as a source of information (down
from 51% in 2015 to 39% in 2016). This is most
likely due to a change of policy within the FCA as
to their method of communicating with firms.
Despite this decrease there has been no
corresponding in the use of other
information sources overall. The majority of
firms who did not receive letters from the FCA
used the ‘Round-up’ emails (80%) and/or the
FCA website (66%) as an information source.
Nine in ten of these firms (91%) rated their level
of contact as ‘about right’, suggesting that, for
the most part, their information needs were still
being met.

increase
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Figure 4.3 — What information sources do you use to learn about regulation and the FCA?

FCA Regulatory Round-up Emails

FCA Website

External advisers (lawyers,
compliance consultants etc.)

FCA newsletters

FCA Handbook

The media

Trade associations

Letters from the FCA

Conferences - other

o
o
I
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Base: All firms 2016 (3,357); 2015 (4,055). Circles indicate change since 2015

There were some clear differences in the types
of information sources used by fixed and flexible
firms.

As reflects their different supervisory framework,
the most common source cited by fixed firms
was FCA supervisor discussions (94%), followed
closely by letters from the FCA (92%) and FCA
speeches (88%). Fixed firms were much more
likely to use these sources than flexible firms.
While these figures were all largely unchanged
compared with 2015, there has been an increase
in the proportion of fixed firms using the
Regulation Round up email (64% compared with
54% in 2015) and external advisors (84%
compared with 76% in 2015). This suggests that
although information coming from the FCA
remains an important source for fixed firms,
there is an increasing appetite for alternative
sources of information about regulation.
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Sources used by flexible firms were largely
unchanged year on year. With the exception of
letters from the FCA (discussed above), the
proportion of flexible firms using each source
was very similar to 2015.



4.3 Satisfaction with FCA communication

When asked to consider their level of satisfaction
with communications from the FCA, firms were
generally satisfied (Fig. 4.4). Around two-thirds
of firms (64%) gave a high satisfaction score for
communication (7 to 10). Only five per cent of
firms gave a low rating (between 1 and 3).
These figures are comparable to the results from
the 2015 survey. The proportion of firms giving
a high satisfaction score has fallen slightly (from
68% in 2015) as has the mean score (6.9
compared with 7.0 in 2015).

Satisfaction levels were slightly higher among
flexible firms, with a mean score of 6.9
compared with 6.6 among fixed firms.

Interestingly, there is not a direct correlation
between regularity of firms’ contact with the FCA
and their satisfaction with communication. As
shown in Figure 4.5, while the highest mean
score is among firms who have contact at least
once a month (7.0), satisfaction is similarly high
among firms who have contact at least once
every two years (6.8) or less often (6.9). This
suggests that there is a small minority of firms
whose relative lack of contact with the FCA does
not translate into low satisfaction with
communication.

Figure 4.4 — Thinking of all the informationthat you
have seen, heard or read from the FCA, how satisfied
are you with the communication from the FCA?

W 7to10
B4to6
1to3

Base: All firms (3,357)

It may be that among these firms there is a
general lack of engagement with the regulator,
and that these firms are content to not have
regular contact.

While firms were not specifically asked to rate
their satisfaction with different sources of
information, there are indicative results to
suggest that certain sources are more likely to
be used by firms whose overall satisfaction with
communication is high. Firms giving a high
satisfaction score (7-10) were more likely than
those giving a lower score to use the FCA
website (76% vs. 66%), the FCA Handbook
(56% vs. 47%) and the FCA Newsletters (56%
vs. 51%).

Figure 4.5 - Satisfaction with communication by regularity of contact with the FCA

70 6.9 6.8 6.9
I I 6.7 | I l

At least once At least once At least once At least once At least once Less often

a month every 3 every 6
months months

a year every 2 years

Base: Al firms — At least oncea month (1,420); At least once every 3 months (1,031); At least once every 6 months (578); Atleast oncea year

(241); At least once every 2 year (39)'Less often (30)



Figure 4.6 - Satisfaction with communication from the FCA by Sector
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Base: Capital Markets (112); General Insurance & Protection (670); Investment Management (634); Long Term Savings and Pensions (976); Retail Banking (43);

Retail Lending (590); Wholesale Banking (332)

Across sectors, satisfaction with communication
was generally fairly high, with six out of seven
sectors giving a mean satisfaction score of 7.0
or higher (Fig. 4.6). The notable exception is the
Long Term Savings & Pensions sector (Long
Term S & P), where satisfaction is significantly
lower. Firms in this sector gave a mean score of
6.5 with more than four in ten (43%) giving a
score of 6 or lower. As seen elsewhere in this
report, such a stark difference between Long
Term S & P firms and the rest of the industry
suggests that there are specific issues at play in
this sector. By exploring the ways in which this
sector engages and communicates with the
regulator, we can begin to understand how their
experience might differ in this regard.

Regularity of contact was similar among Long
Term S & P firms compared with the rest of the
industry. Four in ten (42%) have contact at least
once a month (as do 40% in all other sectors)
and 91% have contact at least as often as once
every six months (89% in other sectors).

Furthermore, in terms of information sources
used, responses to the survey suggest that this
sector’'s engagement with regulation is higher
than in other parts of the industry.
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Half of Long Term S & P firms (51%) say they
attend FCA conferences - only Retail Banking,
with 73%, reported a higher proportion (third
highest here is Retail Lending, with 35%). Long
Term S & P firms are also most likely to attend
FCA Road Shows (40% - next highest is Retail

Lending, with 34%) and other, non-FCA
conferences (47% - next highest is Retail
Banking, with 42%).

While they have a relatively high level of

interaction, there is no indication that Long Term
S & P firms consider this to be excessive. Nine in
ten (92%) rate their level as ‘about right’, with
3% considering it to be ‘too much’.

All firms were asked two open-text questions
with  respect to interaction with and
communication from the FCA. Both questions
simply asked whether they had ‘anything further
to add’ in relation to these subjects, and were
intended to capture general comments.
Examining responses from Long Term S & P
firms, two key themes emerge that shed some
light on their with
interaction and communication. The first is a
general lack of clarity in FCA communication,
and a desire for the regulation to use simpler
language:

relative dissatisfaction



‘It needs to be expressed in simple
plain English. I find the very wordy
and badly written communications
less than helpful.’

Flexible, Long Term S & P

‘Communication is not in plain
language, too much industry/FCA
speak. Communications should be
more concise and should offer far
more guidance as to what they
expect rather than for us to try and
decipher by reading between the
lines as to what is required.’

Flexible, Long Term S & P

‘Regulation roundups are one of the
most difficult journals to read. Try
editing it and laying out the format in
an easy to read fashion’

Flexible, Long Term S & P

The second key theme concerns FCA staff, with
many of the comments asserting that staff can
be unresponsive and slow to provide feedback to
firms:

‘“Connect” needs to show the
progress of applications. At the
moment, we put in an application and
then hear nothing for months and
months. This makes it very difficult
to run a regulated business if the
regulator doesn't communicate key
milestones and give proper estimates
of time taken.’

Flexible, Long Term S & P

‘I stopped reporting issues to the
FSA/FCA because there was no follow
up or feedback by the regulator. So,
effectively, I was wasting my time.’

Flexible, Long Term S & P
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‘The contact centre is hopeless. They
have never known the answer to any
question I have asked and either give
you the wrong information or say
they have to refer it to "Policy” and
you never hear back.'

Flexible, Long Term S & P

*Any interaction that we have had has
been on the whole good, the staff are
much better than they used to be,
more "user friendly"’

Flexible, Long Term S & P

4.4 Tone of communication

A new question for 2016 asked firms to rate the
tone of information from the FCA. While three
quarters of firms (76%) felt that the tone was
‘about right’, 15% considered it to be ‘too
negative’. Just two per cent of firms thought it
was ‘too positive’.

Results differed considerably between fixed and
flexible firms, with fixed firms twice as likely to
feel that the tone was ‘too negative’ (32%
compared with 15% of flexible firms). This
finding is consistent with the slightly lower levels
of satisfaction with communication
reported by fixed firms (see above).

overall

With regards to sectors, again Long Term S & P
firms were most likely to be critical of the FCA.
Among firms in this sector, a fifth (22%) felt
that the tone of communication was ‘too
negative’ compared with 17% in Retail Banking,
13% in General Insurance & Protection, 11% in
Investment Management, 11% in Retail Lending,
8% in Capital Markets, and 7% in Wholesale
Lending.

A related question asked firms whether they
thought that information regarding financial
regulation they had seen in the public domain
over the last 12 months had provided an
accurate impression of the financial services



Figure 4.7 — What do you think is the most important thing the FCA could do to ensure that the public
has an accurate impression of the financial services industry?

Do more to publicise examples of good practice/ positive

behaviour within the industry

More context/ perspective when publicising non-compliance

Do more to educate the public about how the industry

works/ benefits the country

Do more to punish firms who have behaved badly/

inappropriately

Use clearer/ simpler language

Make a clearer distinction between different parts of the

industry (Banks, Insurers, IFAs, etc.)

Be more open/ honest/ transparent

Base: All firms disagreeing that information in the public domain over the last 12 month regarding financial regulation has provided an

accurate impression of the industry at Q5 (232)

industry. Overall four in ten firms (41%) agreed
that it had, two in ten (18%) disagreed and a
further four in ten (38%) said that they neither
agreed nor disagreed. Here too, fixed firms and
Long Term S & P firms were most likely to have
a negative impression. Four in ten fixed firms
(40%) disagreed compared with 18% of flexible
firms. A quarter of Long Term S & P firms (24%)
disagreed compared with 15% of all other
sectors.

Firms who disagreed that information in the
public domain had provided an accurate
impression of the industry were an asked open-
text follow-up question, asking what they
thought was the most important thing the FCA
could do to ensure that the public has an
accurate impression of the financial services
industry (Fig. 4.7). The most common responses
were to do more to publicise examples of good
practice and positive behaviour in the industry
(mentioned by 27% of firms asked) and to
provide more context and/or perspective when
publicising non-compliance (mentioned by 16%
of firms asked).

Taken together, these responses give a clear
message to the FCA that they could be making
more effort to give a balanced view of firms
working within the financial services industry,
and make a clearer distinction between
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compliant and non-compliant firms. Although
these comments come from only a minority of
firms, they demonstrate a concern that the
publicity given to high profile instances of
misconduct risks creating a misleading
impression of the industry as a whole.

4.5 Improving communications

Firms were asked by the Panel to consider how
the FCA  could best improve future
communications. Overall the most commonly
cited improvements were to simplify
communications (53%), improve the usability of
the handbook (52%), and target
communications for different types of firms
(45%). The three improvements were also the
most commonly cited in 2015. In relation to

simplifying communications and targeting
communications, the proportion of firms
suggesting these improvements has fallen
slightly since 2015 (from 59% and 52%

respectively) suggesting that some progress has

been made in these areas. However, the
proportion suggesting improvement to the
handbook is largely unchanged since 2015
(51%).

There were some differences between fixed and
flexible firms (Fig. 4.8). Priorities for fixed firms
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Figure 4.8 - In which, if any, of the following ways would you most like to see the FCA improve communication?

I ' mFixed mFlexible

Simplify Improve the Targetted Ensure Include Access to more  Improve the Be more Improve the tone
communications usability of the communications communications summaries in  conferences and website responsive when of
(use plain handbook  for different types are concise longer road shows dealing with firms communications
English) of firms communications

Firms scoring

1-3 for
satisfaction
with

communication

Base: Fixed (62); Flexible (3,295); Firms scoring 1 to 3 for satisfaction with communication (190)

focus around delivering information more
efficiently, with just under half saying that
communications should be targeted to different
types of firms (46%) or that communications
should be concise (45%). Fixed firms were also
more likely than flexible firms to think that the
FCA should be more responsive when dealing
with firms (43% and 18% respectively).

Flexible firms, by contrast, were more concerned
with ensuring that information can be clearly
and easily understood. More than half of flexible
firms want the FCA to simplify communications
(54%) and improve the wusability of the
handbook (52%).
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5. Trust

%

cl

5.1 Overall trust in the FCA

A particular focus for the 2016 survey was the .
bi f fi , in th . Figure 5.1 - Over the last 12 months, would you say
subject of firms’ trust in the FCA. Previous years your firm’s trust In the FCA has Increased,

of the survey had gathered views in relation to decreased, or stayed the same?
specific aspects of trust (discussed more below),
but to gain a general sense of how firms
perceived the regulator, an overarching question
was added to the survey which asked firm