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The FCA regulates around 56,000 firms operating in the UK undertaking a wide range of 
financial activities. 
 
The FCA has clear objectives set by Parliament, principally to ensure that relevant markets 
function well. 
 
Our role is adapting to meet the changing face of financial services in the UK. Consumers' 
needs are becoming more diverse and complex they are increasingly required to take more 
personal responsibility for their financial decisions. 
 
Technology is creating new opportunities, both for the types of services firms can provide 
and how they provide them. 
 
We have three operational objectives with which to deliver our strategic objective; to 
protect consumers, protect the integrity of UK markets and enhance competition. 
 
It is not possible, or desirable, to create markets and firms which never fail. 
 
Our remit for taking action for the firms and activities we regulate is clear. 
 
Many of the problems we have seen in the market, from the crash of 2008 onwards, have 
been caused by regulated firms undertaking activities which are outside our 'regulatory 
perimeter' (ie activities that we do not regulate). 
 
"relevant markets" are defined in FSMA section 1F as covering the financial markets 
generally, and the markets for services regulated under FSMA and regulations covering 
payment services and electronic money. 
 
There are a range of factors which affect consumers, particularly vulnerable consumers, 
which lie outside our regulatory remit. 
 
We believe that a market where consumers never make poor choices is not feasible. 
 
Our focus is on ensuring the appropriate degree of protection for consumers. 
 
From experience, there are times when the harm caused to consumers through 
inappropriate provision of financial services should be compensated through the provision 
of financial redress. 
 
We believe the financial conduct regulator, alongside the Financial Ombudsman Service and 
the Financial Services Compensation Scheme, has a role in ensuring consumers can receive 
redress through cheaper and quicker routes than the courts. 



 
We will also communicate more consistently and regularly with firms and consumers about 
redress schemes, so they know what to expect. 
 
The risk of substantial consumer harm is significantly greater for particular consumer groups 
in some markets. 
 
When we decide whether to take regulatory action, we focus on the potential harm of a 
particular product, firm or market and the capabilities of consumers using them. 
 
We believe we have a specific role to protect vulnerable consumers and that low income 
exacerbates any individual vulnerability. 
 
Harm is equally important in both retail and wholesale markets. 
 
But we will use some measures cautiously, as these interventions can limit the choices for 
consumers and reduce innovation in the market. 
 
We will consider both the financial capability of affected consumers and their vulnerability. 
 
We are more likely to act if a particular market has a concentration of vulnerable 
individuals. 
 
Our regulations apply to over 56,000 firms under the Financial Services and Markets Act 
(FSMA) and more than 130,000 approved persons, all of whom must meet statutory 
conditions to carry on their business or role. 
 
We assess whether firms and individuals meet, and continue to meet, these conditions 
through authorisation and supervision. 
 
Some firms may find it harder to satisfy themselves that they have met all of these 
conditions as they have business models which are new and innovative. 
 
We set the standards by which financial services firms operate. 
 
Regulated firms will inevitably fail, especially when markets are competitive. 
 
Our approach is to ensure that these firms exit the market in an orderly way, and that the 
associated disruption and harm to consumers is minimised. 
 
Our approach to using our enforcement powers focuses first on deterrence, both for 
individuals in the market and fims. 
 
Parliament has given us the strategic objective of ensuring that relevant markets function 
well. 
 



We also have three operational objectives: securing an appropriate degree of protection for 
consumers, protecting and enhancing the integrity of the UK financial system and promoting 
competition in the interests of consumers in the markets we regulate. 
 
For markets to work well, consumers5 and investors must also have confidence that they 
are working well for them. 
 
Regulatory requirements impose costs on firms, which are ultimately passed to consumers. 
 
There is also the potential for consumer harm and market abuse - technological advances, 
for example, also benefit those who want to abuse the market. 
 
We also need to consider the economic rationale for conduct regulation in financial services. 
 
In a market economy, firms compete to sell goods and services to consumers and each 
other. 
 
The aim to make markets function well and to protect consumers where pressure from 
users fails to mitigate harm. 
 
The requirements also encourage consumer confidence and reduce the need for consumers 
to test multiple products or services, so enabling markets to function well. 
 
Markets must also comply with general competition law, and with additional competition 
regulations for some markets where consumers have limited choice. 
 
We believe that every well-functioning market requires the same conditions: engaged 
consumers, firms and employees that follow clear minimum standards, and well-judged, 
timely regulation. 
 
On the supply side, a market needs genuine rivalry between firms to provide consumers 
with better products and services. 
 
In addition to private individuals, some small businesses may also be 'consumers' in these 
markets. 
 
Wholesale markets are usually business-to-business markets. 
 
The markets typically have a producer/consumer relationship but the 'consumer' can be a 
very sophisticated and informed entity. 
 
Capital markets are not usually looked at through a producer/consumer lens. 
 
A well-functioning market is not one where consumers will never lose or regulated firms will 
never fail. 
 



Users of the markets may lose money on financial products they buy and this possibility of 
loss is a part of a financial market working well. 
 
Our approach is to ensure that firms are set up in a way that ensures if they fail, they fail in 
an orderly way, which minimises disruption for customers and third parties. 
 
It also gives limited opportunity for consumers to learn from past mistakes and make 
different choices. 
 
By adjusting how markets operate to make market discipline more effective, such as 
requiring firms to disclose key information to consumers at the point of sale. 
 
Some financial markets have the potential to cause more harm than others and some 
consumers or market users are more sophisticated than others. 
 
Effective regulation can incentivise financial services firms to monitor managerial 
performance to increase operational efficiency and reduce financial crime. 
 
Economies of scale Economies of scale can benefit both markets and the regulator 
overseeing the market. 
 
Financial markets that work well create a large amount of value. 
 
A market is created from the interactions of large numbers of people and firms, and the 
value of the market to society increases with the number of participants. 
 
A financial conduct regulator, as well as trying to avoid bad outcomes by enforcing market 
discipline and setting clear standards of disclosure, can reduce firms' transaction costs and 
increase market efficiency. 
 
For example, when consumers have confidence that a firm is regulated, this will limit the 
requirement for them to undertake due diligence into the firm. 
 
Standardised transparency requirements can help reduce the costs of transactions in 
wholesale and capital markets. 
 
Market confidence It can be in providers' interests for regulation to increase confidence in 
products in the market, so increasing public confidence in the market as a whole. 
 
If a compensation scheme like FSCS exists to meet the cost of losses of failed firms, then it is 
in all firms' interest to support clear regulatory standards to avoid firm failures because the 
costs of failure are borne by surviving firms. 
 
Regulation can improve the reputation and standing of markets and suppliers because of its 
ability to stop unsuitable products or providers from entering the market, or to remove 
them from the market. 
 



Competition and innovation For a market to work well it must be open to new firms 
entering, and innovation in terms of the services provided. 
 
Regulators can have a significant influence on firms and markets. 
 
Markets are complex and the success of any regulatory action will partly depend on the 
responses of consumers, firms and their staff. 
 
Preventing an unsuitable firm entering the market, or explaining to an existing firm why its 
business model is weak, helps strengthen the effectiveness of financial markets as a whole. 
 
We will measure the impact of the interventions we make through our policy changes, 
supervision of firms, enforcement actions, competition and other market studies and 
thematic market reviews to help us identify what works. 
 
We measure outcomes in markets by using a wider, more-sector based approach. 
 
We have three operational objectives with which to deliver our strategic objective to ensure 
that the relevant markets function well. 
 
The first is to secure an appropriate degree of protection for consumers; the second is to 
protect and enhance the integrity of the UK financial system; and the third is to promote 
effective competition in consumers' interests in the markets we regulate. 
 
The operational objectives apply equally to retail and to wholesale markets. 
 
We aim to support and empower a healthy financial system, where users trust transparent 
and open markets, and firms, individuals and the real economy benefit from effective, 
efficient and reliable markets. 
 
Our third operational objective is to promote effective competition in the interests of 
consumers. 
 
We seek to help markets to develop in ways that increase competition to benefit 
consumers. 
 
When competition is effective, consumers are engaged, active and able to choose between 
suppliers. 
 
We also have broad powers to intervene to correct structural issues in the market if these 
supply-side issues affect any of our objectives. 
 
We also required the firms to provide customers with information to help them shop 
around. 
 
Our actions can have a significant impact on consumers and markets, so we also need to 
think carefully about the potential unintended consequences of any action we take. 



 
Consumers turn to the firms to help them manage problem debt, and around 400,000 
people are currently using debt management plans. 
 
We are now completing a firm-by-firm assessment of these firms when they apply for 
authorisation under the FSMA regime10, and around 100 of them have opted to leave the 
market. 
 
This programme of work is changing an industry which poses a high risk to often vulnerable 
consumers while ensuring these consumers get the information that can help them. 
 
To judge this, we take into account the costs to firms and consumers. 
 
The general principle that consumers should take responsibility for their decisions. 
 
It is important that we provide appropriate information about our regulatory decisions and 
that we are open and accessible with both the firms we regulate and the general public. 
 
10 the firms were previously authorised under the Consumer Credit Act 1974 and regulated 
by the Office of Fair Trading. 
 
Under FSMA, firms which conduct specific activities set out in the Regulated Activities Order 
(RAO) are required to get our authorisation. 
 
While all the issues involved conduct in financial services, and undermined confidence in the 
UK financial system, they occurred through activities that we did not directly regulate. 
 
In relation to these powers, we are not restricted by the regulatory perimeter. 
 
The unregulated activities of a firm can be relevant to whether that firm continues to meet 
the Threshold Condition of suitability. 
 
The aim of the approach is to secure an appropriate degree of protection for consumers. 
 
The SM&CR provides scope for us to make rules governing the conduct of individuals for 
unregulated activities carried on by the firms for whom they work.14 
 
Harm from financial services can take different forms and is equally important in wholesale 
and retail markets. 
 
5. Important consumer needs are not met due to gaps in the existing range of products, 
consumer exclusion, lack of market resilience 
 
For example, we see financial crime as a risk to the wider UK economy and market integrity. 
 
We seek to communicate clearly so that all stakeholders can understand the cause of the 
harm we are trying to address, our interventions and how they will deal with the problem. 



 
When we identify issues in a firm or market segment we consider making more tailored 
interventions through our individual supervision or investigatory work with firms. 
 
15 we refer to harm within a single firm, risk of market wide harm and market wide harm 
interchangeably. 
 
market design, tackling restrictions to entering or leaving the market and redress. 
 
We required high standards for those entering the market with all firms meeting our 
Threshold Conditions. 
 
Our choice of approach is obviously affected by the nature of the challenge we identify and 
the vulnerability of the consumers affected. 
 
Where we want simultaneous market change rather than individual firm change, we are 
more likely to use our powers to modify the way markets are designed. 
 
Multi-firm reviews - We use individual firm analysis to create benchmarks which we use to 
diagnose causes of harm across small groups of firms. 
 
Benchmarking is used frequently in this way, particularly in fragmented markets. 
 
Thematic reviews - We use these to assess a current or emerging risk in an issue or product 
across a number of firms within a sector or market. 
 
A combination of factors including an ageing population, changing working patterns, 
technology and much greater emphasis on consumers' responsibility for their financial 
choices present new challenges for firms, regulators and consumers. 
 
We have encouraged firms to find ways of meeting the new needs of these consumers. 
 
Consumers do not have an automatic right to receive products and services and financial 
services firms do not have an obligation to provide them. 
 
While we have a strategic objective to ensure markets function well, we do not have a 
specific objective or duty to ensure consumer access or financial inclusion. 
 
FSMA sets out that, in furthering our competition objective, we may 'have regard to the 
ease with which consumers who may wish to use those services, including consumers in 
areas affected by social or economic deprivation, can access them.' 
 
Cheaper services will be affordable to more people and reducing barriers to entry enables 
new firms to plug niche gaps in the market. 
 
The government has decided that, looking more broadly, some services are so important 
that all consumers should have access to them. 



 
Financial service markets can share two features which cause consumers to pay different 
prices for equivalent products or services, or pay the same price even though the cost to the 
firm of supplying them differs. 
 
The second common feature is that, increasingly, firms have the data to model which groups 
of consumers, or which individual consumers, will be more price-sensitive. 
 
Firms are able to charge higher prices to those groups or individuals, or between products, 
expected to be less price-sensitive. 
 
The use of Big Data and user segmentation can allow firms to better tailor offers to active or 
sophisticated consumers, while the passive or unaware are left behind. 
 
Where price-sensitive consumers are paying prices that are less than the service costs to 
provide, they are being cross-subsidised from the prices charged to other consumers. 
 
Once cross-subsidies become central to how a market works, firms can become highly 
focused on ways of extracting more and more profit from trapped or otherwise price-
insensitive consumers. 
 
Any current firm or potential entrant that tries to educate consumers to be more price-
sensitive, or seeks to change its charging structure or practices, may find that it cannot 
attract consumers at all. 
 
If an entrant firm declines to make initial offers to attract customers then it will attract 
neither naive nor sophisticated consumers. 
 
Our statutory objectives can make a clear case for interventions in some markets, such as 
where we can justify them as increasing competition. 
 
Technology offers significant opportunities to both users and providers of financial services, 
but also brings the potential for harm. 
 
Growing numbers of consumers have to take very long-term decisions that will affect their 
financial wellbeing in retirement. 
 
'consumers can only reasonably be expected to take responsibility for their decisions where 
firms have exercised a duty of care.' 
 
Consumers are not currently able to take court action on the basis of the Principles. 
 
When markets fail consumers, the implications can be serious for individual customers, the 
firms involved and for public trust in financial institutions themselves. 
 
Since PPI complaints began rising in 2007, consumers have made over 17 million complaints 
to firms. 



 
So far, firms have paid out over £24.5 billion in redress. 
 
Meeting our consumer protection objective is not about ensuring a market where 
consumers never make poor choices, but about ensuring they have an appropriate degree 
of protection. 
 
In many markets, the consumer, provider and producer of goods and services clearly 
understand their own responsibilities. 
 
While regulated firms must meet minimum standards, the balance of consumer/firm 
responsibility will vary depending on the particular product or transaction and how it is sold. 
 
By doing this, we can set our expectations of what an appropriate degree of consumer 
protection is, and communicate it clearly, both to firms 
 
Our role in delivering consumer redress 
 
In financial markets, as with any other market, sometimes things go wrong and a consumer 
feels that a promise has not been kept or they have been unfairly treated. 
 
FSMA enables consumers to be given additional protection through simpler and cheaper 
routes to redress. 
 
Consumers are likely to be more willing to engage with financial services if they are 
confident that they can effectively and quickly challenge unfair treatment and get a remedy. 
 
And other firms are likely to have greater confidence that competitors' wrongdoing will be 
exposed through easy-to-access systems for redress. 
 
Consumers, firms and regulators judge how successful these alternative routes are based on 
their ability to deliver fair outcomes more quickly and cheaply than through the courts. 
 
Examples of a voluntary redress scheme include Interest Rate Hedging Products and when 
firms agree to pay redress as part of an enforcement settlement, and 
 
Our role is to bring firms which have breached regulatory requirements to account and to 
ensure that redress follows, so consumers who have suffered because of this breach are 
compensated. 
 
In financial services, individual consumers, micro-enterprises, small charities and trusts have 
the right to complain to the Financial Ombudsman Service if they are unhappy with the way 
a firm has handled their complaint. 
 
Effective, accessible and trusted internal complaints systems operated by firms themselves 
are of fundamental importance to treating consumers fairly. 
 



The systems, if set up and run efficiently, remove the need for consumers, firms and 
regulators to use great resources on more formal and binding redress mechanisms. 
 
Firms have a responsibility to take complaints seriously and provide appropriate redress 
when necessary. 
 
Our involvement in the schemes can be more direct, such as using our power to approve 
voluntary schemes of arrangement set up by firms which have demonstrated anti-
competitive behaviour. 
 
We are also involved in voluntary redress schemes which do not involve a direct use of our 
powers to compel firms to provide redress. 
 
The schemes come under our Competition Act powers and allow us to seek agreement from 
firms to pay redress for breaches of competition law that fall outside our regulatory 
perimeter. 
 
We must also ensure our decisions and requirements are consistent and communicated 
clearly, and that the affected consumers and firms feel that they have been treated fairly 
throughout. 
 
How quickly redress is needed - We are more likely to undertake a redress exercise if factors 
such as the vulnerability of consumers make it more important that they can get redress 
quickly. 
 
It is precisely the consumers that are most likely to have suffered both financially and 
emotionally from the wrongdoing and who will have greatest need for redress that is both 
simple to access and quick to provide a remedy. 
 
Number of affected consumers - We will be more likely to make arrangements for providing 
redress if large numbers of consumers have been affected. 
 
Activity outside our regulatory remit - In the past we have sometimes taken enforcement 
action where harm has come from regulated firms undertaking unregulated activities, given 
our remit covers firms' behaviour more generally. 
 
Unless a firm agrees, we are unlikely to be able to deliver a redress scheme if the wrong-
doing involves activity outside our regulatory perimeter. 
 
Our approach has been to seek to ensure that the firm puts an acceptable voluntary scheme 
of redress in place. 
 
If, for example, a particular product was mis-sold many years ago, a consumer may no 
longer have the evidence. 
 
While some firms have put a considerable amount of resource into prioritising how they 
treat vulnerable consumers turning the lessons from our Occasional Paper into practice, we 



know that too many still have rigid systems that exclude vulnerable consumers or worsen 
their poor financial situation. 
 
Our research showed that some consumers are especially susceptible to detriment and can 
find it particularly difficult to take responsibility for decisions about financial services. 
 
In taking the action, we considered the balance between protecting vulnerable consumers 
from making decisions that may not have been in their own interests, while maintaining 
market access to consumers who may benefit from such credit. 
 
We know that the risk of substantial consumer harm is significantly greater for particular 
consumer groups in some markets. 
 
We currently try to protect this group of consumers through high-profile educational 
campaigns, run together with partners from consumer groups and financial services. 
 
While we prioritise the protection of vulnerable consumers on a low income, our regulatory 
approach is flexible and we will continue to respond to emerging patterns in consumer 
vulnerability. 
 
It is not surprising that regulators have historically focused on the need for firms to provide 
transparency and disclosure to consumers. 
 
It can make transactions more efficient, reduce the need for consumers to conduct their 
own research and reduce the likelihood of them subsequently complaining they did not 
have enough information to make the right choices. 
 
In wholesale markets, characterised by more sophisticated and knowledgeable agents and 
firms, disclosure remains a highly effective and cost-efficient way of improving the way 
markets work. 
 
Firms, either deliberately or unconsciously, design contracts or use sales practices that take 
advantage of consumer psychology. 
 
If firms preface risk warnings by saying they are required to give them by regulators this, 
too, is unlikely to make consumers take them into account. 
 
It draws on psychology to tell us that consumers rely on heuristics (biases) to make 
decisions. 
 
We have also recently published a Discussion Paper on Smarter Communications26 which 
aims to challenge how firms communicate and deliver information to consumers, as well as 
subsequent feedback.27 
 
We believe we can play a greater role in helping consumers by influencing how they make 
decisions. 
 



One example where we have used evidence to nudge consumers to make more informed 
choices is in general insurance add-on products. 
 
These types of measures can negatively affect consumers who do choose well and they can 
also harm innovations in the market. 
 
When looking at potential harm, we consider two aspects - its cumulative impact and its 
individual impact on groups of affected consumers or markets. 
 
We may decide the potential for harm will rapidly diminish without us specifically 
intervening - perhaps because of adverse publicity, regulatory initiatives already underway 
or a number of firms who prioritise good consumer outcomes entering the market. 
 
We consider both the financial capability of consumers and their vulnerability. 
 
Some groups of consumers are likely to be vulnerable because of circumstances that we do 
not want to see firms exploit, such as those who are trapped unwillingly in long-term 
contracts. 
 
The groups include people with credit arrears or small firms that cannot establish 
creditworthiness to alternative providers of banking services. 
 
Firms should also see that we have coordinated our approach across available tools to 
intervene in the most effective way for the harm we have identified. 
 
We set standards and rules about who can participate in financial markets and how they 
must conduct themselves. 
 
Markets are open to entry and innovation, and successful, innovative firms thrive, while 
unsuccessful firms change or exit the market. 
 
Healthy competition relies on appropriate levels of consumer protection and market 
integrity. 
 
When we are developing interventions on market design, our market studies are key. 
 
For example, our credit card market study32 found there was scope for the market to work 
better for consumers struggling with credit card debt. 
 
We proposed a number of measures, including consulting on rules requiring firms to identify 
early signs of debt problems and intervene . 
 
We have also undertaken internal policy work to encourage sound firms entering the 
market or stopping practices that discourage innovation. 
 
So when considering market design, we favour interventions that support our operational 
objective to support competition in the interests of consumers. 



 
For example, our requirement on general insurers to disclose previous years' premium when 
sending out a renewal quote. 
 
We use our tools to incentivise firm behaviour to ensure firms comply with the standards 
and principles we have set. 
 
Understanding human behaviour is crucial to understanding how firms compete in the 
marketplace and so in developing interventions to market design. 
 
The nature of the products in some markets will exacerbate the challenges we face. 
 
In markets where a greater proportion of consumers are vulnerable, the required 
interventions are likely to change. 
 
The number of consumers with low financial capability is an important factor when we 
decide how to respond to issues of market design. 
 
how we expect the relevant firms and markets to reshape themselves around the revised 
regulatory landscape 
 
The regulated financial services sector in the UK is made up of 56,000 firms authorised by us 
and more than 130,000 individuals approved by us to carry out a controlled function within 
an authorised firm. 
 
A range of other firms are engaged in financial services, but do not require FCA 
authorisation. 
 
A necessary part of effective conduct regulation is to ensure that market participants are 'fit 
and proper' persons to enter the financial services sector. 
 
If authorised firms are in breach of Threshold Conditions, and we do not expect them to 
correct the situation, we seek to remove them from the market - either voluntarily or 
through the use of our formal powers. 
 
Appropriate resources - The firm needs to have appropriate resources to deliver the service, 
including financial resources, as part of our prudential assessment for solo-regulated 
firms.34 
 
Its services and products must be appropriate for its target market and it cannot pose a risk 
to our objectives. 
 
Recently we have made significant efforts to increase our support for new firms or business 
models looking to enter the market. 
 
Advice Unit - Provides regulatory feedback to firms seeking to develop automated advice 
models. 



 
The standards include our Principles for Businesses36 which set out the behaviour we 
expect from firms we regulate and conduct rules applying to individuals under the SM&CR. 
 
The standards will help markets to function well if firms and employees are sufficiently 
incentivised to meet them. 
 
Firms and their employees may have incentives to breach minimum standards. 
 
Creating the link between the behaviour of individuals and the conduct of the firm helps to 
reinforce our desired approach to monitoring and oversight of firms. 
 
We expect firms to develop a culture of responsibility where they identify risk of harm 
developing from their behaviour and take action themselves to address this risk. 
 
Where firms identify something that has gone wrong, we expect them to fix the issue and 
we will generally only intervene if they have not done so, or if we have better tools to tackle 
the problem. 
 
As well as conduct, we monitor the financial soundness of firms where we are the 
prudential regulator. 
 
Where we identify issues of potential concern we seek more information from firms to help 
diagnose the type of harm and its underlying cause. 
 
The action can include any of our tools, from tightening rules to market studies and formal 
investigation. 
 
Larger firms operating in relatively concentrated markets In highly concentrated markets - 
markets where a small number of firms account for a large percentage of transactions - we 
can oversee much of the market by concentrating on a small number of large firms. 
 
We work closely with these firms to enable them to identify potential user harm arising 
from their business practices, and we expect firms to report potential misconduct to us as 
soon as they identify it. 
 
We need a good understanding of these firms' business models and the potential harm that 
these models could pose. 
 
Where we identify specific issues, we work with senior management to assess and 
understand how firms are responding. 
 
Our oversight does not guarantee that nothing will go wrong - financial services firms are 
large, complex, and face a variety of conflicts and competing incentives. 
 



How we oversee fragmented markets/smaller firms We do not have, or aim to have, 
sufficient resources to monitor every firm individually, though improvements in data science 
are improving our targeting of individual firms for individual attention. 
 
We prioritise our activities on firms that pose the biggest risk of harm or are the largest, 
where any problems emerging would have the most significant impact. 
 
For the firms we do not individually supervise, we carry out an assessment of the market in 
which they operate and target our resources at those firms or issues where we believe they 
can be most effectively applied. 
 
Our communications can both highlight specific risks and show where we are more likely to 
take action if we find firms are failing to comply with the Handbook. 
 
We are reviewing our approach to maintaining contact with such firms. 
 
Our approach is to ensure that firms that no longer meet the Threshold Conditions and have 
no realistic prospect of doing so in the future fail in an orderly way, rather than trying to 
stop them failing in the first place. 
 
By ensuring failure is orderly, we aim to protect consumers and markets when failure 
occurs. 
 
Orderly failure forms part of a financial market functioning well and minimising disruption 
for others in the market. 
 
Allowing firms to fail can also support competition by ensuring that firms that no longer 
meet the standards of regulators or consumers are replaced by new firms. 
 
If a firm refuses to exit voluntarily, we are required to use powers to enforce their exit. 
 
When the firm enters the market, the burden of proof to show that Threshold Conditions 
can be met is on the firm. 
 
Work since the financial crisis has made firms' exit from the market more orderly. 
 
Where we suspect a breach of our rules we first seek further information from firms. 
 
Where appropriate, a full FCA investigation helps engender public confidence in the 
financial system and markets that wrongdoing is properly identified and dealt with. 
 
Investigations should draw clear bright lines that the rest of the market can follow, helping 
everyone comply. ' 
 
Once a breach has been identified the firm will be able to fix the problem, but they have an 
obligation to report the breach to the FCA. 
 



The process should clearly take into account not only the seriousness of the misconduct 
involved, but also the circumstances of the offending, the record of the offender and the 
consequences, including for consumers, markets and the public interest. 
 
Many firms may appreciate that 'private warnings' offer a quick and clear resolution to 
concerns which can be achieved more quickly than a full investigation. 
 
Our judgements should provide a line in the sand while helping to educate the market about 
our expectations of firms complying with the Handbook. 
 
The issues pose a direct challenge to the way we oversee firms and individuals. 
 
These issues now require us to become more sophisticated in the ways we identify where 
individual firms may cause consumer harm and target our resources . 
 
Recent years have started to see rapid changes to the business models of firms that we 
regulate, as well as the entry of new firms employing innovative models. 
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