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The first year of the

secondary objective

Our regulation is the foundation
for sustainable economic growth

Clean, trusted and stable markets mean consumers and businesses have the confidence
to spend, save, invest and innovate.

AN

9

The financial and professional services industry contributed a record £110.2bn to the public
pursein 2023. Thisis 12.3% of total UK tax receipts.

We are on track to locate around 10% of our workforce outside London and the South East
compared to 2.5% 3 years ago.

19

The UK remains the world's preferred regulatory regime for financial services, and London
the world's second leading financial centre, closing the gap with New York, with Edinburgh
and Glasgow also rising up the rankings.

L&

With partners, we are stepping up to reduce the damage to growth and competitiveness
from fraud, scams and financial crime.

¥

Prevented significant harm with a now falling level of compensation and FSCS levy, limiting
the overall cost of regulation.

fe;

Over 70% of firms agree we enhance the UK's reputation as a financial centre.

We have proposed ambitious reforms
to unlock growth and make sure the UK
remains an attractive place do business.
Reforms that seek to:

=)

Encourage companies to list and scale on UK markets, while
promoting more opportunities for investors and rebalancing
risk appetite with greater investor responsibility.

(=

Unlock financing opportunities by changing our rules on
securitisations.

. o _ Over 70% of
Enhance private firms' access to scale-up capital through
the Private Intermittent Securities and Capital Exchange firms agree we
System (PISCES). enhance the UK's

E '3

reputation as a

research, cementing the UK's position as the world's second financial centre.
largest asset management hub.

Give asset managers greater freedom in how they pay for

1©




The first year of the secondary objective

')\’ We've always championed innovation and are
" accelerating our support for new technologies

J” London is the 2nd largest fintech hub — the UK continues to attract more fintech
investment than anywhere else in Europe..

We are supporting the next wave of innovation. The digital sandbox is now permanently
open and our new digital securities sandbox will drive the adoption of new technologies
for trading and settling assets like bonds and equities.

Emf

Sandbox cohort firms were 50% more likely to raise funding, and on average raised 15%
more than a matched set of control firms.

N

10

We are working with industry to explore potential uses of fund tokenisation which could
make collective investment schemes more efficient.

2 . @ We have improved our own performance,
@y @ includingto get firms and individuals authorised
and approved more quickly.

**b We've significantly reduced the length of time it takes to become authorised or
— approved. Today, over 98% of authorisation cases are assessed within statutory
deadlines.

We're digitising our operations including transforming our Authorisations forms.

We've enhanced our support for young and fast-growing firms both at the gateway and
after authorisation.

=

s We launched PASS, our dedicated Pre-application Support Service for overseas wholesale
markets firms wishing to expand into the UK.

1y

We have fully embraced our secondary international
competitiveness and growth objective, embedding it
into our processes, policy-making and culture.

L]

@ All consultations and policy and guidance documents clearly articulate how we have
— applied the SICGO for public scrutiny and we have built it into our Cost Benefit Analyses.

Forevery £1 spent running the FCA in the last 3 years, we estimate £14 of benefits.

< 19

We will continue to build on the foundations laid this year to make sure our regulation is
effective, proportionate, and drives higher productivity.

Y We are publishing a set of metrics for our objective benchmarked as world leading in terms
— oftransparency.
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The UK is a leading global financial centre, attracting
more foreign investment in financial services than
anywhere else in Europe in 2023, and first in the net
value of financial services we export.

CEO's Foreword

The financial services sector is the engine of a
country’'s economy. When successful, it delivers for
businesses and people, providing finance to tackle
challenges big and small. A strong financial services
sector can facilitate economic growth, while a failing
system can undermine a nation’s economy.

As regulator of such a vital sector for our country's prosperity, we are firmly

committed to advancing the new objective set for us by Parliament in 2023
to facilitate the international competitiveness of the UK economy and its growth in the medium to long
term. We want to ensure that consumers of financial services are appropriately protected, that markets
work well and effective competition exists, while allowing firms to compete, innovate, invest and grow.

We start from a strong place. The UK is a leading global financial centre, attracting more foreign
investment in financial services than anywhere else in Europe in 2023, and first in the net value of
financial services we export. We offer the world's preferred regulatory regime for financial services.

We are the largest centre for international bond issuance, foreign exchange trading and cross-border
banking. The UK's asset management, hedge fund and private equity sectors continue to be the largest
in Europe, alongside our insurance and long-term savings market. We have continued to play a leadership
role on sustainability disclosures to underpin the UK's position as a centre for green and transition
finance.

London ranks as the world's second financial centre, closing
in on first place New Yorkin 2023 and stretching the gap on
its nearest rival Singapore. Edinburgh and Glasgow rose in
the rankings, a signal of the breadth and depth of the UK's

. . . v —_—
financial services sector. v —D

of —
So we can be confident. But we must not be complacent. ¥ o
That's why at the FCA we are transforming the service we o 0

. . ) . . ver

offer to firms — over 98% of applications for authorisation o
are now handled within the statutory deadline. We're of applications for
implementing technological solutions to collect the data we authorisation are now
needin a way that is easier for businesses and we're spurring handled within the
innovation by launching new services. statutory deadline

We're making our markets more internationally competitive
to underpin growth in the whole economy: introducing bold



https://www.longfinance.net/media/documents/GFCI_35_Report_2024.03.21_v1.0.pdf
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new rules to encourage more firms to list here, simplifying rules on securitisations to increase sources of
financing and setting out a framework to drive better value for money in pensions.

And we are currently using our existing framework to avoid creating new barriers to growth, for example,
using the outcomes-based Consumer Duty to deliver the right customer outcomes when firms deploy
artificial intelligence, rather than rushing to write new rules that aren't fit for future growth in the use of Al.

To go further, alongside this report, we are announcing a Call for Input to hear from stakeholders where
changes to our Handbook could make the most difference.

Underpinning all this is the need for trust and confidence in the financial services sector. We are striving
to increase that by ensuring that those who cause harm pay, by slowing the growth of financial crime and
by improving the quality of financial promotions and the financial advice on offer. We are pleased that the
FSCS levy, considered by some firms as a 'barrier to growth', has fallen to a 10-year low.

We will do all we can, but sustainable long-term growth relies on an ecosystem. We need a collaborative
mindset between government, Parliament, industry and regulators, focused on a long-term vision, not
short-term tactics.

And we need a mature debate about the risk appetite in our society: let us not be so afraid of failure that
we stifle innovation. And we can only do so alongside those who hold the many other levers underpinning
international competitiveness and growth such as tax, skills and physical and digital infrastructure.

It's less than a year since Parliament mandated us to facilitate growth and international competitiveness
in the medium to long term in a manner that does not undermine our primary objectives. It is therefore
too early to establish if we are succeeding. But | am confident that we have identified the right priorities
and are making the right investments to support the UK's competitiveness and economic growth.

Nikhil Rathi, Chief Executive

Introduction

Since August 2023, we have been tasked by o)
Parliament with facilitating the international /\/
competitiveness of the UK economy and its <l

rowth in the medium to long term. .
J J As the regulator of a sector which,

This goalis secondary to our primary operational together with related professional
objectives, also mandated by Parliament, to protect services, contributed £110.2bn to

consumers appropriately from bad conduct, the public purse and employed over
protect the integrity of the UK financial system, and 2.4 million people in 2023, we

promote effective competitionin the interest of . .
recognise the pivotal role we can

consumers.

play in helping that sector to
succeed, and in turn the wider
economy.

Growth should be in the interests of consumers

as well as businesses and we should not act in

a way which benefits short-term growth and
competitiveness at the cost of long-term prosperity.

Parliament has also been clear that the growth and competitiveness objective is subject to alignment
with international standards and that we must only pursue the objective so far as reasonably possible
when we exercise our general functions, like making rules and guidance. The objective doesn't apply to
individual authorisation, supervision or enforcement decisions.

In reality, we have been facilitating the competitiveness and growth of the UK economy long before
Parliament mandated it. As the regulator of a sector which, together with related professional services,
contributed £110.2bn to the public purse and employed over 2.4 million people in 2023, we recognise the
pivotal role we can play in helping that sector to succeed, and in turn the wider economy.


https://adv.portfolio-adviser.com/fscs-levy-barrier-to-growth-for-firms-says-pimfa/
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That's why, over the last 2 years of our 2022-25 strategy, we have focused on improving our performance
and achieving our strategic goals of reducing harm, setting higher standards and promoting positive
change. This report sets out how, in the last year, we have:

o putthe UK's international competitiveness and economic growth at the heart of the FCA

» helped financial services firms to succeed, including by improving the way we operate and setting
international standards

o prioritised work which helps the financial services sector to facilitate UK economic growth and
competitiveness

o supported and driven innovation

o fostered trustin the financial services sector and reduced the costs of harm and firm failure

e acted proportionately to achieve our primary objectives while not impeding growth

Putting competitiveness and growth at the heart of the FCA

We recognise that to achieve our secondary objective, it is vital to get our own capability, capacity and
culture right.

Capability

We have improved the capability across the FCA. Itis widely acknowledged that the FCA has built
significant capability in recent years, bringing in a wide range of colleagues with industry experience as
well as other specialist skills.

Over 1,300 colleagues in the most relevant areas have completed an e-learning course on the secondary
objective, and across the FCA our people have participated in over 15 in-house workshops and 3 external
speaker events to deepen their knowledge.

This has ensured that colleagues across the FCA understand the scope and importance of the new
objective, including colleagues in policy where the objective has the most impact.

The training has centred on the 7 drivers of productivity framework, developed through economic
research, which recognises the levers we can pull to both improve the productivity of financial services
firms and create the right conditions for those firms and others in the wider economy to innovate and
invest in pursuit of a more productive, open and competitive economy. This framework is the basis of a
practical guide, available to all colleagues, which sets out a consistent approach to implementing the new
objective.

Driver Contribution to growth and competitiveness

FCA operational efficiency Increasing the speed and efficiency of the FCA's decision-
making and administrative procedures, while maintaining
high standards, makes doing business in the UK easier.

Proportionate regulation Any regulatory costs or restrictions on firms are
proportionate to the expected wider economic benefits.

Trust and reputation A strong reputation encourages investment and
confidence to do business in the UK. Greater trust from
consumers encourages take-up of appropriate financial
services products and services, underpinning growth.

Innovation The commercial application and flow of ideas through
innovation is key to long-term productivity, growth and
international competitiveness.

Effective competition Effective competition lowers prices, increases quality,
leads to greater product variety, and drives innovation and
efficiency.



https://www.fca.org.uk/publication/corporate/our-strategy-2022-25.pdf
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Driver Contribution to growth and competitiveness

Market stability Market stability protects investors and consumers and
builds confidence in UK financial markets and institutions.

International markets Playing a leading role in setting international standards
and enhancing the attractiveness of UK markets supports
our position as a world-leading place to invest and for
businesses to raise capital.

Capacity

We have invested in our capacity: establishing a dedicated unit tasked with partnering with different
teams across the FCA to identify and consider the potential impact of different policy options on
economic growth and international competitiveness.

In 2023-2024 we also prioritised investment into areas which would support growth, namely the UK's
new regulatory framework post-Brexit, strengthening the UK's position in global wholesale markets, and
reducing and preventing financial crime which undermines growth and the reputation of the UK financial
services industry. This sat alongside prioritised effort to improve consumer protection and support
those most struggling with the increased cost of living.

Culture
Increased capacity and capability will only succeed if we have
the right mindset across the FCA, from our Board down. ey
(&4
That's why any policy papers that go to our Board or Executive
Committee must now set out the impact of any proposals on In2023-2024 we also
the secondary objective. When we go out for consultation on prioritised investment into
policy, we clearly explain how we have applied the SICGO for areas which would support
public scrutiny and feedback. growth, namely the UK's new
It's also why we are committed to strengthening the work regulatory framework post-
we do to analyse the costs and benefits of any new rule. We Brexit, strengthening the
updated our approach to CBA in February 2024. The CBA UK's position in global
Panel was established in Jung 2024 to advise us on our CBAs wholesale markets, and
and provide further external independent scrutiny to our CBA . .
reducing and preventing
processes.

financial crime which
Relevant data on policy and regulatory impact can be found here. undermines growth and the

reputation of the UK financial

We will continue to embed the secondary objective through ) .
ongoing training, research and engagement with our services industry.
stakeholders, including through the Call for Input on reforming

our Handbook.

Helping financial services firms to
succeed

We have improved the service we offer the firms we regulate.

A world-leading sector needs a world-leading regulator
delivering operational excellence every day, supporting firms'
productivity and boosting the ease and attractiveness of
doing business in the UK.


https://www.fca.org.uk/publications/business-plans/2023-24
https://www.fca.org.uk/publication/corporate/how-we-analyse-costs-benefits-policies-2024.pdf
https://www.fca.org.uk/news/press-releases/new-cost-benefit-analysis-panel-be-chaired-dr-felix-martin
https://www.fca.org.uk/news/press-releases/new-cost-benefit-analysis-panel-be-chaired-dr-felix-martin
https://www.fca.org.uk/data/sicgo-metrics
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Improving the FCA's operational efficiency

=

Increasing the speed and efficiency of the FCA's decision-
making and administrative procedures, while maintaining
high standards, is essential to make it more attractive to
setup andrun abusinessin the UK.

We determined
We determined around 28,000 applications to our
authorisations service last year. This may be a new firm around 28,000
requiring authorisation for the first time, an existing firm app'ications to
seeking permission to take on new business or a request . .
to approve a new senior manager. In the final quarter of our authorisations

2023/2024 over 98% of applications across all our metric
areas were determined within the statutory deadline and
the majority significantly ahead of the deadline.

service last year

The majority of applicants for Senior Manager approvals
(91.9%) and around half of applicants for New Firm
Authorisations (49.3%) are successful, with most
applications that are not approved being withdrawn rather
than refused. By reducing backlogs in assessing senior
manager applications, performance has improved from
92.5% of cases determined within our statutory service
standard to 98.7%.

—
~—+/ Inthefinal quarter
—1  0f2023/2024 over

98%

We have achieved these improvements while maintaining

high standards for those firms we authorise, helping to
protect consumers, the integrity of markets and reduce
long-term harm to the economy from rogue firms. The
deterrent effect of our authorisation activities through

of applications across all
our metric areas were

determined within the
statutory deadline and

preventing material harm (eg monetary losses) and
wellbeing harm to consumers is valued between £866m
and £1.4bn a year. We proactively issue guidance in areas
where we see poor applications or low success rates so
that the industry is well informed about our expectations
and best practices.

the majority significantly
ahead of the deadline.

More firms cancelled their authorisation than the number of new firms that applied for authorisation

in 2023/4. Some of these decisions can be attributed to firms choosing not to maintain their FCA
authorisation following Brexit, as 31 December 2023 was the deadline for such firms being able to use
temporary permissions. In line with our strategy, we have also increased our proactive work to remove
problem firms, prompting a significant number of voluntary cancellations. Challenges posed by the wider
economic environment have also had an impact.

Relevant data on authorisations and operational efficiency can be found here.

Labour mobility

Together with the Prudential Regulation Authority (PRA), we removed a potential barrier to labour
mobility by removing the bonus cap in our requirements for remuneration in banks, building societies,
and PRA-designated investment firms. This provides firms with greater flexibility to offer reward
packages that can attract talent into the UK financial services sector and supports the ongoing
attractiveness of the UK as a place to do business. We have retained those parts of the remuneration
framework which support the sound management of these firms.


https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics-2023-24-q4
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics-2023-24-q4
https://www.fca.org.uk/publication/research/deterrence-effects-fca-authorisations-activities.pdf
https://www.fca.org.uk/publication/research/deterrence-effects-fca-authorisations-activities.pdf
https://www.fca.org.uk/firms/authorisation/apply/preparing-financial-information
https://www.fca.org.uk/data/sicgo-metrics
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics-2023-24-q4
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics-2023-24-q4
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics-2023-24-q4
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics-2023-24-q4

Financial Conduct Authority
Secondary International Competitiveness and Growth Objective report 2023/24 13

Data

We are committed to being a data-led regulator, taking
decisions based on evidence. We are also improving how
we collect this data to make it cheaper for firms to provide.

Most firms in our latest FCA Practitioner Panel Survey tell Since launch, our

us that they have the resources to respond to our data dedicated service
requests and think that we give them enough time. But P VT

we recognise that larger firms with dedicated supervisors for newly authorised
where we require more data tend to disagree. We are firms has now helped
changing to address this. over 450 businesses
We are working with the Bank of England to adopt to meet regulatory
common standards, modernise reporting instructions obligations more

and integrate reporting, enabling us to get the data we
need at a lower overall cost to industry. This will help to

efficiently and

address feedback that sometimes we ask for data that effectively as they grow.
could be acquired from other sources.

We will pilot a framework for decommissioning regulatory
data collections that are no longer required. This will

be followed by a progressive review and retirement of
redundant returns.

We are also implementing technological solutions. For
example, we are updating authorisation application
forms to make it quicker and easier for firms to complete
applications while helping us capture information we
need. We are also mobilising a proof of concept for a
machine-readable version of a subset of our Handbook
rules.

Relevant data on data collection can be found here.

New entrants and high growth firms

We want to support new firms to meet our standards, so they can enter or grow in the UK, whether they
are home grown start-ups or from overseas.

Since launch, our dedicated service for newly authorised firms has now helped over 450 businesses
to meet regulatory obligations more efficiently and effectively as they grow. The positive productivity
outcomes we have seen from firms in the scheme include a reduction in queries and 99% of firms
submitting regulatory returns on time.

We have also launched a dedicated support service for wholesale markets, whether that be overseas
firms seeking to expand into the UK or firms already operating here but wanting to expand out of London
into other parts of the UK. This helps to support the economic growth of different cities and regions. The
service includes pre-application meetings with our case officers and events that can be run within firms
to explain the wholesale authorisation process.

Where possible, we join forces with our regulatory partners. For example, we have worked with the PRA
to make it easier for new entrants to access the insurance market - reducing overlaps in our respective
assessments and making our processes more efficient. We have also published details of a mobilisation
stage that lowers barriers for new entrants to the insurance market, which will come into effect by 31
December 2024.



https://transformingdatacollection.co.uk/
https://www.fca.org.uk/data/sicgo-metrics
https://www.fca.org.uk/firms/authorisation/early-high-growth-oversight
https://www.fca.org.uk/firms/authorisation/uk-wholesale-markets-support
https://www.bankofengland.co.uk/prudential-regulation/publication/2024/february/review-of-solvency-ii-adapting-to-the-uk-insurance-market-policy-statement
https://www.bankofengland.co.uk/prudential-regulation/publication/2024/february/review-of-solvency-ii-adapting-to-the-uk-insurance-market-policy-statement
https://www.fca.org.uk/firms/authorisation/early-high-growth-oversight
https://www.fca.org.uk/firms/authorisation/early-high-growth-oversight
https://www.fca.org.uk/firms/authorisation/early-high-growth-oversight
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Setting international standards

Consistent global standards lower compliance costs for internationally active firms through

interoperability, market access, and a level playing field.

We are aleading actor in setting international standards. We led the development of the IOSCO Crypto
and Digital Assets Recommendations, providing a baseline of regulation for cryptoassets around the
world. There has also been significant work to develop international standards for stablecoins through
the Financial Stability Board, Committee on Payments and Market Infrastructures and Board of IOSCO.
We continue to work closely with the Treasury in designing the future regulatory regime for cryptoassets

and stablecoins in the UK.

We want the UK to continue to be the leading centre for sustainable finance and harness the economic
opportunities of the transition to net zero. Our Sustainability Disclosure Requirements and labelling

regime help consumers to choose sustainable investment products with reliable information. We helped
facilitate the development of an industry-led voluntary Code of Conduct for ESG data and ratings

providers, published at the end of 2023. It is intended to be internationally interoperable and we have
seen Hong Kong closely aligning their Code, which has been consulted on. Improving the integrity of
the UK sustainable finance market should encourage more firms to develop and market sustainable
investment products which, in turn, may increase the size and liquidity of the UK market.

Enabling financial services to faciliate the competitiveness and

growth of the UK economy

The financial services sector can help to facilitate economic growth not simply by becoming more
productive itself, but also by supporting the provision of capital, credit, insurance and other services to the
wider economy. Consequently, the way we regulate wholesale and retail investment markets in particular
has a direct impact on economic growth and affects the UK's competitiveness as a global financial centre.
While making policy well and measuring its impact takes time, we expect the policy foundations we have laid
this year in partnership with others to contribute to meaningful results in the near future.

Tailoring rules to UK markets

Over the last year, we worked with Government to repeal
assimilated EU law and replace it with rules tailored for UK markets
through the Smarter Regulatory Framework (SRF). We are
sequencing this major programme with the Treasury and others,
mindful of the impact on firms. We are communicating the timing
of this through the Regulatory Initiatives Grid.

The programme is underpinned by a set of principles: to
consolidate requirements as far as possible; to use our current
Handbook structure; to rely on existing requirements in our
Handbook and consider if assimilated law could be repealed
without replacement; to rely on outcomes rather than
prescriptive requirements where appropriate; and to reduce
complexity. We have implemented a number of key cross-cutting
reforms (such as removing the bonus cap), and also made some
rule simplifications (such as changes in securitisation rules).

FSMA 2023 also introduced new means to ensure our rules are
effective and proportionate. We have developed, consulted on
and published our final Rule Review Framework, which is a new
approach to monitoring the effectiveness of our rules. It enables
us to use data and feedback to identify and act when rules are not
working as they should.

[

We want the UK
to continue to
be the leading
centre for
sustainable
finance and
harness the
economic
opportunities
of the transition
to net zero.



https://www.iosco.org/news/pdf/IOSCONEWS712.pdf
https://www.iosco.org/news/pdf/IOSCONEWS712.pdf
https://www.fca.org.uk/publications/discussion-papers/dp23-4-regulating-cryptoassets-phase-1-stablecoins
https://www.fca.org.uk/publications/discussion-papers/dp23-4-regulating-cryptoassets-phase-1-stablecoins
https://www.fca.org.uk/publications/policy-statements/ps23-16-sustainability-disclosure-requirements-investment-labels
https://www.fca.org.uk/publications/policy-statements/ps23-16-sustainability-disclosure-requirements-investment-labels
https://www.fca.org.uk/news/news-stories/fca-welcomes-launch-industry-code-conduct-esg-ratings-and-data-products-providers
https://www.fca.org.uk/news/news-stories/fca-welcomes-launch-industry-code-conduct-esg-ratings-and-data-products-providers
https://www.fca.org.uk/firms/regulatory-framework-reforms
https://www.fca.org.uk/publications/corporate-documents/regulatory-initiatives-grid
https://www.fca.org.uk/firms/repeal-replacement-retained-eu-law#section-our-principles-for-replacing-retained-eu-law-in-our-handbook

https://www.fca.org.uk/publications/policy-statements/ps23-15-remuneration-ratio-between-fixed-and-variable-components-total-remuneration
https://www.fca.org.uk/publications/corporate-documents/our-rule-review-framework
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We are helping to develop an innovative
new secondary market (PISCES) using a
financial market infrastructure sandbox
that will allow private companies to scale
and grow.

We have introduced a simplified listing
regime with a single listing category
and a greater focus on disclosure over
prescriptive rules to improve the
attractiveness of UK equity markets.

Strengthening wholesale markets

Wholesale financial markets enable companies, public sector organisations, governments and financial
institutions to raise short-term finance and long-term capital to invest, undertake domestic and
international trade, and manage financial and other risks. UK financial services have a unique position as a
‘full-service' global wholesale market, with an integrated deep and broad ecosystem of expertise across
banking, insurance, investment, accounting, legal services and related services. We have a burgeoning
fintech sector with our financial services ecosystem benefitting from being located alongside a leading
tech ecosystem and world-leading universities.

In the last year alone, we have progressed significant reforms to enable wholesale markets to better drive
growth and maintain their international competitiveness:

o Listings regime: We introduced a simplified listing regime with a single listing category and a greater
focus on disclosure over prescriptive rules to improve the attractiveness of UK equity markets. This
significantly rebalances the burden of regulation to the benefit of listed companies and investors who
are willing to set their own risk appetite and terms of engagement.

» Public offers and admission to trading: In parallel, we have engaged extensively, and are consulting,
on how to address disproportionate requirements on issuers raising capital under inherited EU rules on
prospectuses and public offers.

» Investment research: We have proposed plans to introduce more options on how to pay for
investment research. Greater choice could help boost competition and make it easier to buy research
across borders.

o Intermittent trading of private company shares: \We have progressed work to develop an innovative
new secondary market (PISCES) using a financial market infrastructure sandbox that will allow private
companies to scale and grow.

» Digital securities sandbox: We are working with the Bank of England to open applications during 2024
to a new sandbox which will allow firms to test new technologies such as distributed ledger technology
to undertake the activities traditionally associated with Central Securities Depositories and Trading
Venues. By making existing processes faster and cheaper, the adoption of these technologies could, if
successfully implemented, lead to material savings across markets and their users.

« Consolidated tape for bonds: We aim to promote cheaper, higher quality and more accessible market
data by facilitating the creation of a consolidated tape for bonds. We have set out our final policy and
expect a provider to commence operation in 2025.

o Securitisation: In November 2024 we willimplement changes to remove unnecessary barriers to
issuing and investing in securitisations which enable additional access to capital, as well as a more
diversified portfolio of assets for investors. We have introduced more proportionate information
requirements for institutional investors' due diligence requirements and we have made our rules
clearer which should reduce compliance costs.



https://www.fca.org.uk/publications/consultation-papers/cp23-31-primary-markets-effectiveness-review-feedback-detailed-proposals-listing-rules
https://www.fca.org.uk/publications/consultation-papers/cp23-31-primary-markets-effectiveness-review-feedback-detailed-proposals-listing-rules%22%20%EF%B7%9FHYPERLINK%20%22https://www.fca.org.uk/markets/new-regime-public-offers-and-admissions-trading
https://www.fca.org.uk/markets/new-regime-public-offers-and-admissions-trading
https://www.fca.org.uk/publication/consultation/cp24-7.pdf
https://www.fca.org.uk/publication/consultation/cp24-7.pdf
https://www.fca.org.uk/publications/consultation-papers/cp24-5-digital-securities-sandbox-joint-bank-england-fca-consultation-paper
https://www.fca.org.uk/markets/central-securities-depositories
https://www.fca.org.uk/publications/consultation-papers/cp23-33-payments-data-providers-drsp-policy-statement-framework-consolidated-tape-cp23-15
https://www.fca.org.uk/publications/policy-statements/ps24-4-rules-relating-securitisation
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o Derivatives: We have consulted on proposals to make our
commodity derivatives regime more proportionate and
effective, such as by applying robust requirements to a
narrower set of critical commodity derivatives.

o Transparency: We have consulted on the bond and derivative
transparency regime, aiming to increase transparency at a

lower compliance cost to trading venues and investment firms.

Asset management

We are considering how to modernise the regime for asset
management to improve outcomes for UK markets and
consumers and to support the UK's position as a world-leading
centre for asset management.

We have authorised 4 long-term asset funds as of the end of
March 2024 which facilitate investment in long-term, illiquid
assets which are important for supporting economic growth,
including venture capital, private equity, private debt, real estate
and infrastructure.

We are operationalising the overseas funds regime which will
allow certain retail investment funds established outside the
UK to be promoted in the UK, including to retail clients. This will
support greater competition in the sector and more choice for
investors.

We are working to identify how asset management firms could
take advantage of distributed ledger technology and related
innovations to drive efficiency and competitiveness. We have
been working with industry on a blueprint for fund tokenisation
that firms can adopt under our existing framework, and on a
vision for how blockchain technology will transform the asset
management industry.

Pensions

[

We have been
working with
industry on

a blueprint

for fund
tokenisation
that firms can
adopt under
our existing
framework, and
on avision for
how blockchain
technology

will transform
the asset
management
industry.

We plan to consult onrules for a new value for money framework for DC workplace pensions. Schemes
will be required to test their propositions against others in the market to ensure they deliver long-term
value for savers, including those with the scale to invest in diversified investment strategies. Pension
schemes are significant investors in capital markets and their pursuit of long-term value matters to the

overall financial ecosystem.

Retail investors

We set out forbearance measures to make it easier for investment companies to explain their costs and
charges accurately to help consumers make better informed investment decisions. We look forward
to the Government and Parliament providing us with the powers to enact wider reforms to the retail

disclosure regime.

We have also issued a discussion paper on the Advice Guidance Boundary Review to design a regulatory

system where commercially-viable models of advice and support can emerge so consumers can make
more effective financial decisions to invest and save with the right level of risk for them.


https://www.fca.org.uk/publications/consultation-papers/cp23-27-reforming-commodity-derivatives-regulatory-framework#:~:text=The%20commodity%20derivatives%20regulatory%20regime,disorderly%20pricing%20or%20settlement%20conditions.
https://www.fca.org.uk/publications/consultation-papers/cp23-32-improving-transparency-bond-and-derivatives-markets
https://www.fca.org.uk/publications/consultation-papers/cp23-32-improving-transparency-bond-and-derivatives-markets
https://www.fca.org.uk/news/speeches/updating-and-improving-uk-regime-asset-management-our-priorities
https://www.fca.org.uk/news/speeches/updating-and-improving-uk-regime-asset-management-our-priorities
https://www.fca.org.uk/publications/consultation-papers/cp23-26-implementing-overseas-funds-regime-ofr
https://www.fca.org.uk/firms/cryptoassets-our-work/fund-tokenisation
https://www.theia.org/sites/default/files/2024-03/Further%20Fund%20Tokenisation%20-%20Achieving%20IF3%20Through%20Collaboration%20%20Mar24.pdf
https://www.fca.org.uk/news/statements/pensions-value-money#:~:text=In%20spring%202024%20the%20FCA,TPR)%20on%20such%20a%20framework
https://www.fca.org.uk/news/news-stories/forbearance-measures-investment-company-cost-disclosure#:~:text=FCA%20sets%20out%20forbearance%20measures%20for%20investment%20company%20cost%20disclosure,-News%20stories%20First&text=We%20have%20today%20set%20out,make%20better%20informed%20investment%20decisions.
https://www.fca.org.uk/publications/discussion-papers/dp23-5-advice-guidance-boundary-review-proposals-closing-advice-gap
https://www.fca.org.uk/firms/cryptoassets-our-work/fund-tokenisation
https://www.fca.org.uk/firms/cryptoassets-our-work/fund-tokenisation
https://www.theia.org/sites/default/files/2024-03/Further%20Fund%20Tokenisation%20-%20Achieving%20IF3%20Through%20Collaboration%20%20Mar24.pdf
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Small Business lending

We are investigating the practice of regulated lending for lenders requiring personal guarantees for
business loans following a super-complaint by the Federation of Small Businesses, which suggests these
practices may be constraining small business investment and growth as well as causing distress to small
business owners.

Market studies and anti-competitive behaviour investigations

We announced a package of remedies to improve competition in the Credit Information Market, that
should help enable economic transactions to take place more efficiently and promote innovation. Our
enforcement work on cartels and other anti-competitive behaviour promotes effective competition and
strengthens our competitiveness.

Supporting and driving innovation

Innovation is a major contributor to economic growth and we are committed to maintaining our strong
track record of helping firms to launch innovative financial products and services.

Our innovation services support firms at any stage of maturity, from initial idea and proof of concept
up to obtaining authorisation and scaling up in the market. We also want to understand how and when
our regulation can impede responsible innovation, so that it evolves with financial services, rather than
holding them back.

We offer 4 different services to support innovation, with a new 'front door' launched in 2023 to help
innovators understand which service will best meet their needs and to provide answers to common
questions.

In the last year we received over 100 applications to our Innovation Pathways service, helping innovative
firms to navigate regulation with case officers who can provide clarity on whether firms require
authorisation and offer a tailored, supported authorisation process if firms do require permissions. We
also had 43 applications to our regulatory sandbox programme which allows firms to test innovative
products and services in a live but controlled environment. Firms testing under the regulatory sandbox
included: regtech firms helping firms comply with a new crypto-related requirement; and an incumbent
firm testing an algorithm-based digital advice journey to make investment advice more widely available
and increase take-up of suitable investments.

Our standards are high to maximise the benefits from these -
programmes. We only accept the applications that meet our

eligibility criteria of being genuinely innovative, benefiting |
consumers, being ready for support and needing support.

Firms which participate in our sandbox are 50% more likely to raise = =
funding, and on average raised 15% more than a set of control Flrm.s .VVhICh
firms. 73% of recent applicants surveyed cited their engagement pa I"thIpate iNn

with us as a significant positive step in developing their business
models. More than 110 global regulatory peers have now adopted our sandbox are

the sandbox model, helping establish the UK as the leading pro- 50% more ||ke|y
innovation jurisdiction. . .

to raise funding,
Building on this, we established a permanent digital sandbox in

August 2023 to facilitate the development and launch of cutting- and on average
edge solutions within the financial services industry. This service ralsed 15 %

offers participants access to GDPR-compliant data in a secure

environment, mentorship fromindustry experts and access to the more than aset
fintech community to help enable experimentation and scaling for of control firms.
proofs of concept.



https://www.fca.org.uk/publications/corporate-documents/fca-response-fsbs-super-complaint-requiring-personal-guarantees-business-loans#lf-chapter-id-evidence-of-harm
https://www.fca.org.uk/publications/corporate-documents/fca-response-fsbs-super-complaint-requiring-personal-guarantees-business-loans#lf-chapter-id-evidence-of-harm
https://www.fca.org.uk/publication/market-studies/ms-19-1-3.pdf
https://www.fca.org.uk/firms/innovation/innovation-pathways
https://www.fca.org.uk/firms/innovation/regulatory-sandbox
https://academic.oup.com/rof/article-abstract/28/1/203/7140150?redirectedFrom=fulltext
https://academic.oup.com/rof/article-abstract/28/1/203/7140150?redirectedFrom=fulltext
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We ran 3 TechSprints in 2023/4 covering

greenwashing, the Consumer Duty and how &

we could use the financial services register to I E

help consumers make more informed financial EE

decisions. The Global Financial Innovation Network

(GFIN) Global Greenwashing TechSprint was a world The Global Financial Innovation
first, bringing together 13 firms and 15 regulators to Network (GFIN) Global

explore solutions to verify sustainability claims and Greenwashing TechSprint
monitor greenwashing. was a world first, bringing

More than half of the previous Small and Medium together 13 firms and 15
Enterprise participants in the digital sandbox pilots regulators to explore solutions
and TechSprints made positive developments to Verify sustainability claims
including launching new products, securing funding and monitor greenwashing.
and partnerships, or receiving industry awards or

recognition.

We're also horizon scanning for future opportunities. Our Synthetic Data Expert Group is helping develop
a comprehensive understanding of the opportunities synthetic data has for accelerating innovation

in financial services, and we have pioneered research on quantum security for the financial sector. We
continue to build an in-depth understanding of how Al is being deployed in UK financial markets while
monitoring it within our existing regulatory framework. This approach ensures that any potential future
regulatory interventions are not only effective but also proportionate and pro-innovation.

We are part of the Digital Regulation Cooperation Forum (DRCF), which brings together 4 UK regulators
to ensure a greater level of cooperation in digital regulation. We are jointly piloting a multi-agency advice
service, the Al and digital Hub, aimed at enabling innovators to engage with at least 2 DRCF regulators
simultaneously.

Relevant data on digital and innovation can be found here.

Enhancing trust and reducing the costs of harm and market
instability

Financial crime, fraud and disorderly firm failure are a drain on growth and competitiveness. Tackling
these are priorities and fundamental to the delivery of our primary objectives as well. Without
appropriate protection, some financial products could detract from overall economic growth either by
undermining trust in financial services and deterring customers, or by worsening the economic position
of some of the most vulnerable people in our country, for example through unaffordable credit. Our
Consumer Duty is the bedrock for promoting greater trust in retail markets, making sure authorised
firms strive to focus on good outcomes for consumers.

Preventing financial crime

Cutting crime and protecting our national security supports the UK's legitimate economic growth and
competitiveness. One of the biggest levers available in the fight against fraud, and wider financial crime,
is prevention. You can find out more about our progress on delivering on our commitment to reduce and
prevent financial crime here.

Financial promotions

We want to stop consumers being misled by financial promotions and then suffering unexpected
financial losses and losing trust in financial services.

After implementing the new approver gateway, we are making sure financial promotions by unauthorised
persons can only be approved by authorised firms that we have assessed to hold the necessary



https://www.fca.org.uk/firms/innovation/techsprints
https://www.thegfin.com/greenwashing-1
https://www.thegfin.com/greenwashing-1
https://www.weforum.org/publications/quantum-security-for-the-financial-sector-informing-global-regulatory-approaches/
https://www.drcf.org.uk/home
https://www.drcf.org.uk/publications/press-releases/the-drcf-launches-informal-advice-service-to-support-innovation-and-enable-economic-growth
https://www.fca.org.uk/data/sicgo-metrics
https://assets.publishing.service.gov.uk/media/642561b02fa8480013ec0f97/6.8300_HO_Economic_Crime_Plan_2_v6_Web.pdf
https://assets.publishing.service.gov.uk/media/642561b02fa8480013ec0f97/6.8300_HO_Economic_Crime_Plan_2_v6_Web.pdf
https://www.fca.org.uk/publications/corporate-documents/reducing-and-preventing-financial-crime
https://www.fca.org.uk/publication/policy/ps23-13.pdf
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knowledge and expertise to do so. As social media becomes
anincreasingly central part of firms' marketing strategies, we
have updated our guidance for financial promotions on social
media, including guidance for influencers to make sure they
communicate to their followers in the right way.

The FSCS

Redress compensation costs
Our strategy aims to stabilise and reduce the Financial levy has reduced
Services Compensation Scheme (FSCS) Compensation ,

. . from £625miin
levy, reducing the costs for firms to fund payments to the
FSCS. The FSCS compensation costs levy has reduced 2022/23to £270m
from £625min 2022/23 to £270min 2023/24 and £265m in2023/24 and
in 2024/25, the lowest fpr 10 years. We have also seen a £265min 2024/25.
decrease in compensation costs and the number of new
claims coming to the FSCS alongside increased recoveries the lowest for
by the FSCS from failed firms, representing lower levels of 10 years.

harm crystallising and more of the redress being paid by
polluting firms where harm is occurring.

We want to ensure that the firms that generate redress
costs are better able to meet them without recourse to

the FSCS and that should a firm fail there is more capital for
FSCSrecoveries. In short, we want polluters to pay, reducing

the costs of compensation for the majority of well-run and -

compliant firms. We have consulted on proposals to require

Personal Investment Firms to set aside capital for potential

redress liabilities at an early stage and we aim to set out the

final policy before the end of the year.

Stability and resilience Stable markets and
Stable markets and a resilient financial system are critical aresilient ﬁnanC|a|
to medium to long term economic growth and support the System are critical
confidence to invest. Breakdowns in financial stability at .

times of financial crisis are disruptive and inflict high costs on to medium to Iong
society, the wider economy and trust in financial markets. term economic

We have consulted on proposals to enhance the resilience of growth and Support
UK Money Market Funds (MMFs) by increasing the minimum

proportion of highly liquid assets they have to hold. MMFs the Conﬁdence to
holding higher levels of liquid assets can withstand more invest.

redemptions in severe stresses before they are forced
to sell assets at fire sale prices or be suspended — either
occurrence can threaten good investor outcomes and
wider market stability. Our proposals are consistent with
internationally agreed standards.

We have consulted on new rules designed to reduce systemic risk to the UK financial system from critical
third parties (CTPs) designated as providing material services to firms or financial market infrastructure.
Disruption to or failure of a CTP's material services could threaten the stability of, or confidence in, the
UK financial system. We are working to help ensure firms invest in and build their operational resilience to
meet the standards required under the rules that will be fully implemented in March 2025. This mitigates
risk of instability in the financial system at times of operational disruption.



https://www.fca.org.uk/publication/finalised-guidance/fg24-1.pdf
https://www.fca.org.uk/publication/finalised-guidance/fg24-1.pdf
https://www.fca.org.uk/publications/consultation-papers/cp23-24-capital-deduction-for-redress
https://www.fca.org.uk/publications/consultation-papers/cp23-24-capital-deduction-for-redress
https://www.fca.org.uk/publications/consultation-papers/cp23-24-capital-deduction-for-redress
https://www.fca.org.uk/publications/consultation-papers/cp23-28-updating-regime-money-market-funds
https://www.fca.org.uk/publications/consultation-papers/cp23-28-updating-regime-money-market-funds
https://www.fca.org.uk/publications/consultation-papers/cp23-30-operational-resilience-critical-third-parties-uk-financial-sector
https://www.fca.org.uk/publications/policy-statements/ps21-3-building-operational-resilience
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Pursuing a proportionate approach to minimise impact on growth

Sometimes the decisions we take not to do something or to do it differently can help to advance our
secondary objective as much as headline-grabbing reforms, but the former rarely garner attention.

For example, in the last year we:

Set out forbearance measures to give investment companies greater ability to explain their costs and
charges to help consumers make better-informed investment decisions.

Have been clear that, at this stage, we consider that our existing regulatory frameworks allow firms to
use artificial intelligence in a safe and responsible way, rather than needing new rules. And we set this
outin our Al update. We do so, while closely monitoring the adoption of Al in UK financial markets in
collaboration with partner regulators.

Focused on using the Consumer Duty to drive more effective competition in the savings market and
boost the value of consumers' assets rather than additional specific rules for a Single Easy Access
Rate.

Communicated clearly to firms that we would take a proportionate approach to supervision and
enforcement of the Consumer Duty. This recognised that this was substantial reform for the industry
and we would give them time to adjust rather than enforcing immediately against technical breaches.
'Lifted and shifted' the Insurance Distribution Directive into our Handbook to reduce change costs and
minimise disruption.

Agreed to removing burdensome customer information requirements related to personal bank
accounts that were previously part of the Payment Accounts Regulations.

Issued a call for input alongside this report seeking views on where changes to our Handbook would
have the most impact.

[

Issued a call for input alongside this report seeking
views on where changes to our handbook would have
the most impact.



https://www.fca.org.uk/news/news-stories/forbearance-measures-investment-company-cost-disclosure#:~:text=FCA%20sets%20out%20forbearance%20measures%20for%20investment%20company%20cost%20disclosure,-News%20stories%20First&text=We%20have%20today%20set%20out,make%20better%20informed%20investment%20decisions.
https://www.fca.org.uk/publication/corporate/ai-update.pdf
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Annex 1

How any rules and guidance made
have advanced our operational
and secondary objectives from the

inception of the objective to the

end of FY 2023/24

Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Remuneration:
Ratio between
fixed and variable
components

of total
remuneration
(PS23/15—-PRA

PS9/23)

Jointrule changes
with the PRA
toremove the
existing limits on
the ratio between
fixed and variable
components

of total
remuneration
('the bonus cap)).

The changes advance competition
as firms could, for example,
compete for and attract new talent
sooner. UK firms could also be able
to compete more effectively when
doing business in other jurisdictions
where there is no bonus cap.

The changes advance the FCA's
integrity and consumer protection
objectives, as firms having the
flexibility to restructure pay should
allow for a greater proportion

of total pay to be subject to
incentive setting tools within

the remuneration framework.
This could contribute to a better
alignment of incentives and
financial rewards with principles

of effective risk management,
good conduct, and the long-
terminterests of the firms. This

is also likely to foster better
market conduct and prudent risk
management, thereby discouraging
behaviours that canlead to
misconduct and poor customer
outcomes and improving the safety
and soundness of dual-regulated
firms and the wider financial
system.

Abonus capis not
routinely imposed

in other leading
international financial
centres outside the EU.
The bonus cap has been
identified as a factor in
limiting labour mobility
and the flexibility

for firms to achieve
abetter alignment

of incentives and
financial rewards with
principles of effective
risk management and
the long-terminterest
of the firms. The policy
facilitates the secondary
objective by removing
this barrier in the UK.

Proportionate
regulation

Effective
competition

International
markets



https://www.fca.org.uk/publications/policy-statements/ps23-15-remuneration-ratio-between-fixed-and-variable-components-total-remuneration
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Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Remuneration:
enhancing
proportionality
for small firms
(PS23/17)

Consequential
amendments
to existing
non-Handbook
guidance to
reflect therule
changesin
PS23/17:

Dual-

regulated firms
Remuneration
Code (SYSC 19D)
(FG23/4)

General
Guidance on
Proportionality
(FG23/5)

General
guidance on
the application
of ex-post risk
adjustment

to variable
remuneration
(FG23/6)

Changesto
proportionality
thresholds and
exempting

firms meeting
the updated
thresholds from
the requirements
relating to malus
and clawback.

Changes should increase
competitionin the interests of
consumers by introducing a more
proportionate regime for smaller,
less complex, dual-regulated firms,
and allowing a greater number of

firms to benefit from this approach.

This could encourage firms to
grow or enter new business lines,
and improve the ability for firms to
attract and retain highly qualified
individuals.

The changes support our objective
of enhancing the integrity of the

UK financial system, by ensuring
dual-regulated firms continue

to establish, implement and
maintain remuneration policies
and practices that are consistent
with, and promote, effective risk
management and healthy cultures.

Changes provide
increased flexibility for
dual-regulated firms
meeting the amended
thresholds to apply
the remuneration
framework in a way that
is more proportionate
to therisks they pose
to consumers and the
market. In time, for
firms who meet the
amended thresholds,
this couldincrease
their ability to attract
new staff, compete
and grow in the market,
and ultimately enhance
competitionin UK
markets andincrease
the UK's attractiveness
as aplacetodo
business.

Proportionate
regulation

Effective
competition

International
markets



https://www.fca.org.uk/publications/policy-statements/ps23-17-remuneration-enhancing-proportionality-small-firms
https://www.fca.org.uk/firms/remuneration/dual-regulated-firms-remuneration-code-sysc-19d
https://www.fca.org.uk/publication/finalised-guidance/fg23-5.pdf
https://www.fca.org.uk/publication/finalised-guidance/fg23-6.pdf
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Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Sustainability
Disclosure
Requirements
(SDR) and
investment
labels (PS23/16)

A package of
measures,
including an anti-
greenwashing
rule for all
authorised firms,
4investment
labels, new rules
and guidance
for firms naming
and marketing
investment funds
based on their
sustainability
characteristics,
and disclosure
reguirements.

The changes should help to protect
consumers by equipping them with
information to navigate the market
for sustainable investments and
identify products that meet their
needs and preferences, as well as
reducing the risk of greenwashing.

The changes should promote
market integrity by helping the flow
of consistent information along
the investment chain, increasing
transparency in the market.

The changes should promote
competitionin the interests of
consumers, as the labels and
consumer-facing disclosures
should help consumers to compare
products more effectively and
efficiently.

The measures should
enable investors to have
greater confidencein
identifying sustainable
investment products
and making informed
decisions. This should
boost trust and
confidence in the UK
sustainable finance
market. Improving
theintegrity of the UK
sustainable finance
market should also
encourage more firms
to develop and market
sustainable investment
products which, in
turn, may increase the
size and liquidity of the
UK market —thereby
promoting innovation,
lowering costs and
increasing productivity.
Theregime is designed
to beinternationally
interoperable.

Trustand
reputation
Innovation
Effective
competition

International
markets

Smarter
Regulatory
Framework:
The Insurance
Distribution
Directive
Feedback to
CP23/19 and
Final Rules
(PS23/18)

Replacing the
Insurance
Distribution
Directive (IDD)
delegated
regulations with
Handbook rules
and guidance.

The rules ensure an appropriate
degree of consumer protection
by maintaining consistency of the
regulatory regime and ensuring
consumers continue to be
protected in the current way.

The rules support the integrity of
the insurance market and the UK
financial system, by maintaining
consistency of the regulatory
regime.

Therulesdonot
introduce new
requirements on firms,
nor remove existing
requirements. This
provides continuity
of the proportionate
regulatory regime
applying to insurance
activitiesin the UK.
The consequential
amendments and
drafting style edits
ensured clarity and
consistency with the
wider Handbook.

Proportionate
regulation

Market stability



https://www.fca.org.uk/publications/policy-statements/ps23-16-sustainability-disclosure-requirements-investment-labels
https://www.fca.org.uk/publication/policy/ps23-18.pdf
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Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Rules and
guidance
made under

Our policy
statement sets
out our policy

The framework enhances
consumers'interests by promoting
greater participation in financial

Settingup the
consolidated tape could
lead to sister companies

Effective
competition

Innovation

‘Consultation onthe UK markets through a clearer of the consolidated tape
onpaymentsto |consolidated understanding of liquidity, putting | provider, data providers, |Proportionate
data providers tape framework |downward pressure on the price of |and market data regulation
and DRSP forms | for bonds, market data and offering clearer vendors competing to
including Policy | includingrules and | licensing terms. differentiate their data
Statement for guidanceinthe : . aggregation products
Thefi k ht hel hth
the framework | FCA Handbook .e. ramework might he le.t the and services. Enhanced
resiliency of markets by allowing "
for UK on the bond L competition should
: : the market to adapt more easily in
consolidated consolidated . . ) o benefit consumers by
. circumstances in which a significant | . . .
tape (CP23/15)" |tape. i increasing the variety of
trading venue suffers an outage,
(CP23/33) . : : data products they have
— by aiding price formation through a .
. : o access to and reducing
clear, consistent picture of liquidity T ;
. their prices. In turn, this
in markets. .
shouldincrease the
The framework should encourage | relative competitiveness
competition for the provision of ofthe UK's trade data
market data: (i) between the chosen | products and services.
consolidated tape provider and
existing data vendors for provision
of aggregated trade data; and (i) for
the market during the consolidated
tape provider tender process.
Introducing The policy creates | Our rules advance our consumer Ourrules are designed | Trust and
a gateway aregulatory protection objective by reducing to setand test higher Reputation
for firms who gateway for and preventing harm to consumers | standards to meet
approve financial | all authorised from non-compliant financial theintention of the
promotions persons who promotions and buying products amendment tos21
(PS23/13) wish to approve that are unsuitable for their of FSMA 2000 to

financial
promotions for
unauthorised
persons (s21
approvers).

circumstances.

Poor quality financial promotions
can also undermine confidence in
UK financial markets and affect the
soundness, stability and resilience
of the UK financial system.

Raising the standard of financial
promotions and enabling
consumers to make better
informed decisions also creates
an environment within which
competition can best function.

create as21 gateway
legislated for in 2023.
Our rules seek to secure
better outcomes for
consumers by ensuring
financial promotions
clearly set out the risks
of financial products
within a proportionate
regime for approvers.
Misleading financial
promotions could
ultimately hinder
medium to long-term
economic growth if
consumers lose money
they didn't expect to
orlose trustin the UK's
financial services sector.



https://www.fca.org.uk/publications/consultation-papers/cp23-33-payments-data-providers-drsp-policy-statement-framework-consolidated-tape-cp23-15
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.fca.org.uk%2Fpublications%2Fconsultation-papers%2Fcp22-27-introducing-gateway-firms-approve-financial-promotions&data=05%7C01%7CValerie.Gill%40fca.org.uk%7Cf699655b6748428b2bfb08dbb3aa473f%7C551f9db3821c44578551b43423dce661%7C1%7C0%7C638301316370843611%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=FoEG2DW1Ff0ZBqV5iAL8aKkwq9SvR6m%2BtwkjdE3iLoA%3D&reserved=0
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Links to our secondary
international
Rules/Guidance Links to our operational competitiveness and Related drivers
made Description objectives growth objective of productivity
Finalised Our guidance This guidance advances our Our updated Guidance | Trustand
guidance clarifies our objectives of securing an will promote compliance | Reputation
on financial expectations appropriate degree of protection by market participants
promotionson | offirmsand for consumers. with the relevant rules
social media others, such : : when communicating
. By updating our expectations, we ) )
(FG24/1) as influencers, ; i with consumers via
E— L aim to promote better compliance ) )
communicating - social media platforms.
) by market participants who
financial ) When consumers
. promote financial products and ) .
promotions on . : are equipped with
: . services, meaning consumers o .
social media. ; appropriate information
should be better informed and
o . about the benefits
aware of the risks involved with o .
: and risks involvedin
these products and services. ) i
investing, they can make
effective decisions
aligned with their
needs and risk profile,
which helps to reduce
unexpectedlosses
and/or loss of trust in
financial services.
Finalised non- Our finalised The guidance aims to reduce Clearer and fairer Trustand
handbook guidance consumer harm by clarifying our financial promotions will | Reputation
guidance on supports the expectations of firms; helping to enable consumers to be
Cryptoasset rules onfinancial |supportbetter compliance with betterinformed to make
Financial promotions for our rules and deliver better overall | appropriate decisions
Promotions cryptoassets consumer outcomes. aligned with their needs
(FG23/3) and focuses andrisk profile. In turn,
on consumer this should reduce
protection the instances of loss
measures. It of trust in financial
clarifies our services caused by
expectations of consumers not fully
firms, helping to understanding the
support better risks when purchasing
compliance with cryptoassets.
our rules.



https://www.fca.org.uk/publications/finalised-guidance/fg24-1-finalised-guidance-financial-promotions-social-media
https://www.fca.org.uk/publication/finalised-guidance/fg23-3.pdf

Financial Conduct Authority

26 Secondary International Competitiveness and Growth Objective report 2023/24

Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Multiple
occupancy
building
insurance
feedback to
CP23/8 and final
rules (PS23/14)

New disclosure
rules for multiple
occupancy
buildinginsurance
toimprove
transparency for
leaseholders and
make it easier for
them to challenge
poor practices.
Changes

to extend
protections
under existing
FCArules—for
example ICOBS
customer's best
interestsrule and
insurance product
governance

rules (PROD

4) —for policy
stakeholders
including
residential
leaseholders.

Our rules advance our consumer
protection objective including by
aiming to ensure firms act honestly,
fairly, and professionally in the best
interests of this wider group of
consumers.

They will need to ensure their
relevant communications are clear,
remuneration practices do not
conflict with stakeholder interests
and expressly demonstrate how
their products provide fair value.

We expect our disclosure rules
willenhance competitionin

the interests of consumers by
making it easier for leaseholders
to understand and challenge
insurance costs passed onto them,
resulting in greater competitive
pressure leading to better value
products.

By requiring firms to
ensure their products
are consistent with
the needs of policy
stakeholders and
provide fair value to
them, we expect to
provide appropriate
consumer protection
and promote fairer
and more effective
competitionin the
interest of consumers.

Improving transparency
and empowering
leaseholders and other
stakeholders to identify
and challenge poor
practices may also
increase trust.

By advancing fairer
competitionand

trust, and potentially
influencing pricing,
innovation and product
variety, we promote
sustainable economic
growth.

Trustand
Reputation

Effective
Competition



https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.fca.org.uk%2Fpublication%2Fpolicy%2Fps23-14.pdf&data=05%7C01%7CValerie.Gill%40fca.org.uk%7C9c3acf6cc9af4357e7a108dbc0ccc7ad%7C551f9db3821c44578551b43423dce661%7C1%7C0%7C638315758178132578%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=8qVb9sr7VboaSpb6HejEt%2Fsa6n2fZGXXE3NEVqiZq%2B4%3D&reserved=0
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Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Temporary Qurrules: We made different rules for DCA Qurrulesareaimedat |Proportionate

changesto . Pause,for37 |complaintsbecause of the potential| givingthe FCAtimeto | Regulation

handling rules for weeks the large scale of individual complaints | undertake diagnostic Trust and

motor finance requirement in this area. On the evidence we work to give us a clear Reputation

complaints on firms to have seen, we are concerned about | view onwhether large

(PS24/1) provide afinal | the risk of increased complaints numbers of consumers
response to leading to disorderly, inconsistent | are owed redress and
a complaint and inefficient outcomes for whether an alternative
about motor | consumers, firms and the market. | approachis needed to
finance Such outcomes would undermine | resolve complaintsin
agreements | OUr objectives under FSMA to an orderly, consistent
with a provide an appropriate degree of and efficient manner
discretionary protection to consumers, promote | following decisions
commission | competition in consumers' by the Financial
arrangement interests, and to protect and Ombudsman Service
(DCA) within | €nhance marketintegrity. This about the historical
8 weeks of was due to the combination of the | use of discretionary
receiving the |current complaint handling time commission models
complaint. limits in our rules and the trend in the motor finance

of firms rejecting almost all DCA market. The 37
- Extend complaints they have received week pause to our

thetime because they dispute that they requirement on firms to
CONSUMErS | have caused harmto consumers. | close DCA complaints
have to within 8 weeks will allow
refer DCA us to consider the best
complaints to approach to resolving
the Financial theissues raised by the
Ombudsman complaints (including
fromé6to potential redress) while
15 months, mitigating against any
if the firm short-term effects on
sentits final firms that an increased
response to number of consumer
the complaint complaints may bring.
within the
period
specifiedin
therules.

Regulations

made pursuant

to Quarterly

Consultation

Paper No. 41

(CP23/18)



https://www.fca.org.uk/publications/policy-statements/ps24-1-temporary-changes-handling-rules-motor-finance-complaints
https://www.fca.org.uk/publication/consultation/cp23-18.pdf
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Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Changesto Amends ICOBS The changes advance our market | The changes remove Proportionate
theemployers’ |8 Annex 1sothat |integrity objective by providinga reguirements that often | Regulation
liability insurance | employers' liability | proportionate regime in relation duplicated processes
rules to simplify | insurers which to employers' liability products and costs, leadingtoa
the employee meet a set of to ensure ERN data that must be more proportionate and
reference conditions willno | published on the employee liability |less prescriptive regime
numbers (ERNs) |longer be required |register is easier to obtain and more | for insurers.
matching to exercise their |reliable.
requirements best endeavours
to obtain and They alsp advgncg our consumer
. protection objective as the data
provide ERNs to a . .
tracing office. n'ovv‘o.btameq by the Employers'
Liability Tracing Office (ELTO) will
likely be more accurate, making it
easier for claimants to search and
trace historic policies.
Finally, they provide a level
playing field between employers'
liability insurance manufacturers,
advancing our competition
objective.
Changes to The changes Our proposals advance our The clarification Trust and
SUP 12.4.10AR  |amend SUP consumer protection objective removes ambiguity in Reputation
to clarifyits 12.4.10AR to by clarifying who should obtain Pll | the requirement without p .
) . . R, ) 2o o . roportionate
interactionwith | bringitinlinewith |forthe activities of ARsthatcarry |bringing material costs Regulation
MIPRU 3.2 the Professional | outan MCD credit intermediation | to firms or consumers.
Indemnity activity and ensure principal firms
Insurance are clear on their obligation to
requirementsin obtain and maintain Pll coverinline
MIPRU 3.2 with our expectations.
Regulations
made pursuant
to Quarterly

Consultation No.
42 (CP23/25)



https://www.fca.org.uk/publication/consultation/cp23-25.pdf
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Rules/Guidance
made

Description

Links to our operational
objectives

Links to our secondary
international
competitiveness and
growth objective

Related drivers
of productivity

Making
references to
enactmentsin
Handbook rules
ambulatory

We have used our
new power under
$137T(aa) FSMA
2000, inserted

by section 66 of
FSMA 2023, to
amend Chapter
2.2 of the General
Provisions
manual to make
allreferences to
enactmentsin
the Handbook
rules (including
Glossary terms
where they are
used by rules)
ambulatoryin
nature except
where there
isacontrary
indication. The
change means
thatamendments
to enactments will
flow automatically
through to
Handbook rules.

Our proposed amendments
advance our market integrity
objective by making it easier to
interpret the FCA Handbook,
therefore ensuring that firms can
more easily comply with their
obligations.

Our changes will help
simplify the regulatory
regime for firms, making
it easier tointerpret the
Handbook and comply
with our obligations.

Trustand
Reputation

FCA
Operational
Efficiency

Fees
instruments
FCA2024/8 and
FCA2024/9
from Autumn
fees policy
consultation
CP23/22 and
CP24/3
Chapter 2

Qur fee-raising
proposals set
outhowwe
proposed to
recover our costs
in carrying out our
responsibilities
under FSMA

and associated
legislation.

Our fees rules are not intended

in themselves to advance our
objectives, but the fees we collect
fund the work we do to further
them. These proposals therefore
indirectly advance all of our
objectives (strategic, operational
and secondary).

Our fees rules are not
intended in themselves
to advance our
objectives, but the fees
we collect fund the
work we do to further
them. These proposals
therefore indirectly
advance all of our
objectives (strategic,
operational and
secondary).

Not applicable



https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.handbook.fca.org.uk%2Finstrument%2F2024%2FFCA_2024_8.pdf&data=05%7C02%7CIan.Runacres%40fca.org.uk%7C2adf41f5612b4f97464008dc7b27482f%7C551f9db3821c44578551b43423dce661%7C1%7C0%7C638520655858698134%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=dWHzPOdRI6STcqHc2aWNxHWs%2FzhPVKRk4frIGgSmvM4%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.handbook.fca.org.uk%2Finstrument%2F2024%2FFCA_2024_9.pdf&data=05%7C02%7CIan.Runacres%40fca.org.uk%7C2adf41f5612b4f97464008dc7b27482f%7C551f9db3821c44578551b43423dce661%7C1%7C0%7C638520655858710091%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=dApUwCXtukoSEUrcdrkbOhQFGxTGDnaw6mzQlMZo0zk%3D&reserved=0
https://www.fca.org.uk/publication/consultation/cp23-22.pdf
https://www.fca.org.uk/publication/consultation/cp24-3.pdf
https://www.fca.org.uk/publication/consultation/cp24-3.pdf
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Impacton
Technical Impact on our primary secondary Related drivers
Standards made |Description operational objectives objective of productivity
FCA Standards Amendments to the Binding | These amendments The temporary Proportionate
Instrument: Technical Standards (BTS) willmeet the objective extension to regulation
The Technical 2016/2251 extending the of protecting and the exemption Market stability
Standards (Bilateral | temporary exemptions for | enhancing the integrity maintains a level
Margining) single-stock equity options | of UK financial markets by | playing field with International
Instruments 2023 | andindex options from striking a proportionate other major markets
(FCA 2023/44) the UK bilateral margining balance between jurisdictions, and

requirements until 4 January
2026

ensuring the safety and
soundness of firms and
maintaining alignment
with otherjurisdictions
while the PRA and FCA
undertake deeper analysis
to develop the optimal
end-state framework for
the treatment of these
productsin the UK

promotes market
stability while

the PRA and the
FCA collect more
information to
determine the
optimal end-state
framework



https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/policy-statement/2023/december/ps1823app2.pdf
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Annex 2

Secondary International Competitiveness and
Growth Objective Metrics

We are committed to publishing metrics that demonstrate the impact of our work. In our statement on the secondary objective
we welcomed increased accountability and transparency on how we are delivering the objective through metrics, and set out our
intention to update our existing Outcomes and Metrics framework to take the new objective into account.

Following the Treasury's call for proposals on measuring the success of our secondary objective, we agreed to publish a set of
metrics which we have supplemented with further metrics from our existing framework where they can contribute to a more
complete picture of ourimpact on growth and competitiveness.

Our SICGO metrics

Our SICGO metrics are splitinto four themes:

o Authorisations and Operational Efficiency which provides detailed figures on our authorisations activities, including the
number of new authorisations for each sector and the number of individuals in scope of the Senior Manager and Certification
Regime. Other figures provide an insight into our internal processes including our responses to pre-vetting listed issuers'
documents and our staff turnover.

« Policy and Regulatory Impact which captures the wider impact of our work on consumers, the firms we regulate, the UK
financial system and the UK economy.

o Data collection which represents the first time we have released significant detail on the volume of our data requests to
industry, and how long we give firms to respond. This theme also includes survey data that captures firms' sentiments towards
our data collection activities.

« Digital and Innovation which provides detail on applications to our innovation pathways and regulatory sandbox, including a
breakdown of applicants by sector and technology used, as well as common reasons applications are refused.


https://www.fca.org.uk/publication/corporate/secondary-international-competitiveness-growth-objective-statement.pdf
https://assets.publishing.service.gov.uk/media/6571e6ae049516000d49be45/Financial_Services_Regulation_-_Measuring_Success_-_Response_to_the_Call_for_Proposals.pdf
https://assets.publishing.service.gov.uk/media/6571e6ae049516000d49be45/Financial_Services_Regulation_-_Measuring_Success_-_Response_to_the_Call_for_Proposals.pdf
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Theme 1: Authorisations and Operational efficiency

Metric Tag
OE-Mo1

Source
FCA Data

Metric

Total number of
authorisations
(determinations

for CiC, approvals
for SMs) approved
broken down by firm/
sector type for:

i) New firm
authorisations

i) Variation of
permissions (VoP)

i) Change in control
(CiC)

iv) Senior managers
(SM)

2023/24 Values
No. Approved Authorisations/Determinations
Sector New Firms | VoP CiC SM
Creditand Lending 603 318 197 1,169
Payment Services/E-Money 39 5 106 5
Banking 3 43 16 366
Insurance 148 169 335 1,697
Consumer Investments 74 316 328 1,089
Crypto (5MLD) 6 n/a n/a n/a
3/4MLD 150 n/a n/a n/a
Wholesale 149 278 269 2,001
Total 1,172 1,129 1,251 6,327

Note: Crypto firms are not authorised as other firms are. They apply to be registered under the 5" Money
Laundering Directive (5MLD), the same applies to firms applying to be registered under the 3 and 4"
Money Laundering Directives (3/4MLD).



https://www.fca.org.uk/firms/cryptoassets-aml-ctf-regime/registering
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Metric Tag Source Metric 2023/24 Values
OE-Mo02 FCAData Total number of New Firms — Withdrawals/Refusals
withdrawals, refusals
and rejections Sector Withdrawals Refusals Rejections
for new firm Credit and Lending 400 18 322
authorisations, and
reasons for refusal, Payment Services/E-Money | 172 0 10
broken down by Banking 2 0
sector
Insurance 26 1
Consumer Investments 52 0 22
Crypto (5MLD) 30 0 6
3/4AMLD 71 0 13
Wholesale 56 0 5
Total 809 19 378

Applications are rejected if they don't contain the minimum information we ask for. If
you are considering applying you can check what you need to provide.

13 of the refusals were because firms stopped responding to us about their
application. The remaining 6 refusals were because applicants were unable to address
our concerns about:

e in 2 cases, their ability to meet the effective supervision threshold condition

e inanother 2 cases, the competence, capacity, or fitness of their Senior Managers

e in1case, the systems and controls they planned to use to operate their business

e inanother case, their ability to deliver the Consumer Support outcome of the
consumer duty.

Most refusals are published on our website.

Find out more about why applications for authorisation may be withdrawn, refused or
rejected.



https://www.fca.org.uk/firms/authorisation
https://www.fca.org.uk/firms/authorisation/apply
https://www.fca.org.uk/firms/authorisation/apply
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Metric Tag Source Metric 2023/24 Values

OE-MO03 FCA Data Total number of Total number of SM withdrawals: 430
withdrawals, refusals
and rejections for Number of SM refusals: 2

approvals under
Senior Managers
Regime withreasons | View Senior Manager refusal notices, including reasons for refusal.

Number of SM rejections: 129

for refusal.

OE-Mo04 FCA Data Total number of Total number of unique individuals (unique IRNs) on the Register with at least one
individuals within approved Senior Manager function (as at 31 March 2024): 62,953
scope of SMCR - _ S _ _ _
broken down by SM Total number qumque |n.d|V|dua|s (unigue IRNs) on the Register with at least one
and CR approved Certified Function (as at 31 March 2024): 168,115

Individuals may be on the register for active SM and Certified Functions at the same
time, in which case they will be included in both figures.

CR hererefers to the Certification Regime. Unlike under the Senior Managers Regime,
we do not approve staff carrying out Certified Functions. Firms need to check and
certify that these individuals are fit and proper themselves.



https://www.fca.org.uk/publications/search-results?category=notices%20and%20decisions-final%20notices&sort_by=dmetaZ&start=31
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Metric Tag Source Metric 2023/24 Values
OE-MO05 ECA Au.thogisat?ons Qtartiles for ti|me Lower Upper
peratmg ervice taken t(_) comp ete Activity Quartile Median Quartile Statutory Deadline
Metrics determinations
for i) New firms New firm 63 111 199 Within 180 days of
ii) Variation of authorisations receiving a complete
permissions iii) application or 365 days of
Change in Control iv) receiving an incomplete
Senior Managers application.
Q4 2023/24 — Variation of 31 67 131 Within 180 days of
Determination times permissions receiving a complete
(days) application or 365 days of
receiving an incomplete
This metric is updated application.
quarterly Changeincontrol | 24 50 83 Within 60 working days*
of acknowledgement
of receipt (s189(1))
Senior manager 27 41 63 Within 90 days
approval

*Clarification on Change in Control

The statutory deadline is 60 working days (at least 84 calendar days) after receiving

a '‘complete’ notification. We can pause the process once during that period, for a
maximum of 30 days, to request further information from the applicant. The days
reported in the lower quartile, median and upper quartile are not working days, but the
total number of calendar days between receipt of a notification, complete or not, and
our determination to allow easier comparability with the other rows.

Where we receive an incomplete notification, the elapsed period between receipt and
determination will include the period in which we are seeking, or waiting to receive, the
missing information.
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Metric Tag
OE-M06

Source

FCA operating
metrics

Metric

Proportion of cases
meeting voluntary
Listing Transaction
service standards

2023/24 Values
Listing Transactions voluntary standards met:
Year
Issuer
Type Voluntary Standard 2022/23 2023/24
New Comment oninitial proof of a document 95.0% 97.4%
Issuer submitted for pre-vetting within 10 working days
Comment on subsequent proof of a document 97.4% 99.6%
submitted for pre-vetting within 5 working days
Existing | Comment oninitial proof of a document 97.0% 99.8%
Issuer submitted for pre-vetting within 5 working days
Comment on subsequent proof of a document 97.2% 99.3%
submitted for pre-vetting within 3 working days
Other Provide a substantive reply to other queries 98.7% 100.0%

received in writing within 5 working days



https://www.fca.org.uk/data/fca-operating-service-metrics-2022-23
https://www.fca.org.uk/data/fca-operating-service-metrics-2022-23
https://www.fca.org.uk/publication/corporate/service-standards-may-2017.pdf
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Metric Tag Source Metric 2023/24 Values
OE-M07 FCAData Number of new Total cancellation cases approved (proxy for firm exits): 5,140
entrants, exits from
UK market, for each | Cancellations can't be split by sector as firms often operate in multiple sectors and
sector may cancel all permissions at the same time.
New Firm Authorisations (proxy for new entrants)
Sector New Firms
Credit and Lending 603
Payment Services/E-Money 39
Banking 3
Insurance 148
Consumer Investments 74
Crypto (5MLD) 6
3/4MLD 150
Wholesale 149
Total 1,172
OE-M08 FCA transaction Increase in market Market Cleanliness (MC) statistics: We are currently reviewing our methodology, latest
data and prices from | cleanliness — figure will be published later in 2024.
data vendors decreaseinthe ) _ o o
values of our Abnormal Trading Volume Ratio (ATV): 6% (2023), 8% (2022) — Improved
rrga;ke; cleanliness | potentially Anomalous Trading Ratio (PATR): 3% (2023), 5% (2022) - Improved
statistics.
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Metric 2023/24 Values

Taking into account all of your firm's dealings with the FCA, how satisfied are you
with the relationship? (Score out of 10)

Metric Tag Source

OE-MO09 Overall satisfaction

of firms based on

FCA and Practitioner
Panel Survey

interactions with

FCA and satisfaction Fixed Firms Flexible Firms
based on FCA Satisfaction Score 2022/23 | 2023/24 | 2022/23 | 2023/24
communications

Satisfied (>7) 65% 84% 70% 74%
Fixed firms are a :
small population of Mixed (4-6) 32% 16% 25% 22%
firms that require Dissatisfied (<3) 3% 0% 6% 4%

the highest level of
supervisory attention.
These firms are

Overall, the FCA’s communications to my firm are:

allocated a named Clear

/nd/V/dua/superV/§0ﬁ Fixed Firms Flexible Firms
(47 respondents in

23/24) Response 2022/23 2023/24 2022/23 2023/24
Flexible firms Strongly Agree/Agree 85% 83% 69% 73%

are supervised Neither Agree or 10% 15% 19% 17%
proactively. These Disagree

firms use the FCA Strongly Disagree/ 5% 2% 12% 10%
Supervision Hub Disagree

as their first point
of contact. (6,561
respondents in 23/24)




Secondary International Competitiveness and Growth Objective report 2023/24 9

Financial Conduct Authority

Consistent

Fixed Firms Flexible Firms
Response 2022/23 2023/24 2022/23 2023/24
Strongly Agree/Agree 70% 74% 73% 78%
Neither Agree or Disagree | 22% 18% 20% 17%
Strongly Disagree/ 8% 8% 7% 5%
Disagree

Relevant

Fixed Firms Flexible Firms
Response 2023/24 2023/24
Strongly Agree/Agree 77% 69%
Neither Agree/Disagree | 23% 22%
Strongly Disagree/ 0% 9%
Disagree

In previous surveys we asked firms whether they thought communications were
relevant: to a great extent, to some extent, not very much, not at all, or don't know. In
2022/23,98% of fixed firms and 89% of flexible firms agreed that communications
were relevant to a great/some extent.
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Metric Tag Source Metric 2023/24 Values
OE-M10 FCA Data FTE Staff Number FCA Staff Numbers - Full-time equivalent (FTE)
by division (e.g.
authorisations & Division 2022/23 Total 2023/24 Total
enforcement), and Supervision, Policy and Competition | 1,272 1,522
aggregate turnover
Authorisations 643 729
Enforcement and Market Oversight 621 669
Sub-total 2,535 2,920
Operations 571 665
Other Support Divisions 296 421
Data Technology and Innovation 403 528
Secondment, Parental Leave and Long- | 228 189
term Sick
Total 4,033 4,723

Aggregate FCA Group (Including PSR) employee turnover totalled 9.9% for 23/24
(including ending of fixed term contracts, summer interns and other involuntary
turnover). Voluntary turnover was 7.2% for 23/24 which was lowest since the FCA was
established other than during the year of the pandemic.
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What the metric values tell us

Getting our processes right is key for both growth and competitiveness. The efficiency and effectiveness of our internal processes and
communications impact on the firms and individuals that interact with us, and our Authorisation processes are the gateway for firms seeking
to enter the UK's financial services sector. Our Authorisations Division determined a large number of cases in the last year (OE-M01 to OE-
MO03). Most applicants for Senior Manager approvals, 91.9% (6327/6888) and around half of applicants for New Firm Authorisations, 49.3%
(1172/2378) are successful. Most of the applications that are not approved are withdrawn rather than refused. Find out more in our guidance
on every type of firm authorisation.

We are meeting statutory deadlines for most New Firm Authorisation, Variation of Permission, Change in Control and Senior Manager approval
cases (OE-MO05). We set ambitious targets for meeting these deadlines, as can be seen in our quarterly Authorisations Operating Service
Metrics. Any area of authorisations that meets deadlines in less than 90% of cases is red rated and a green rating requires statutory deadlines
to be metin over 98% of cases. We assess 98% of authorisation cases within statutory deadlines.

We meet almost 100% of voluntary internal turnaround targets for pre-vetting documents submitted by listed issuers, unlisted issuers and
new applicants (OE-MO06).

The most reliable proxy for new firm entry available to us based on internal data is the number of New Firm Authorisations in each sector
(OE-MO7) over the reporting period. This figure excludes appointed representatives (ARs), from whom we receive notifications rather
than authorisation applications. The new firm entry figure includes existing firms that set up a new subsidiary before transferring existing
operations and any firms authorised because of the FCA's perimeter expanding.

Metric OE-MO07 also shows the number of cancellations approved over the financial year (as a proxy for firm exits). This figure is significantly
larger than the number of firms authorised over the last year. However, not all cancellations are due to firms deciding to exit the market. We
will cancel the permissions of firms that are not complying with our minimum requirements or are not actively using their permissions. The
number of cancellations over the last year has been particularly affected by:

o firms that chose not to maintain their UK authorisation as a result of our withdrawal from the EU (the 31 December 2023 was the
last date firms in the Temporary Permissions Regime could remain authorised)

e anincrease in proactive work to remove problem firms (which prompted a significant number of voluntary cancellations)

» challenges posed by the wider economic environment.

While we can't split the cancellation figure by sector, a significant proportion (around 70%) of the firms cancelling last year were
in the Retail Lending sector (for example, consumer credit firms). Many of these firms were likely using these permissions on an
additional basis.

Thereis also animprovement in market cleanliness in 2023 compared with 2022 (OE-M08), although year to year changes may not
reflect significant trends.


https://www.fca.org.uk/firms/authorisation
https://www.fca.org.uk/firms/authorisation
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics
https://www.fca.org.uk/data/fca-authorisations-operating-service-metrics
https://www.fca.org.uk/news/press-releases/financial-watchdog-cracks-down-problem-firms-and-supports-struggling-borrowers
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There are high levels of firm satisfaction across our direct interactions with firms, and in our firm-facing
communications, with a significant proportion of firms agreeing that our communications are clear, consistent
andrelevant (OE-MQ9).

Our full-time equivalent (FTE) staff number grew from 4,033 in 2022/23 to 4,723 in 2023/24, with the overall
turnover rate falling to 9.9% from 17.5% in 2022/23, including ending of fixed term contracts, summer interns
and other involuntary turnover (OE-M10). Voluntary turnover was 7.2% for 23/24 which was lowest since the

FCA was established other than during the year of the pandemic. The increase in FTE-equivalent headcount was
consistent across divisions, with an increase of 19% for frontline divisions (Supervision, Policy and Competition,
Authorisations, and Enforcement) and 21% for support divisions. The increase in staff numbers across the board
was largely driven by an increase in the FTE resource assigned to our priority commitments, while the increase

in Operations specifically was the result of contractors being converted to permanent resources which led to
greater efficiencies and cost savings.
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Theme 2: Policy and Regulatory Impact

Metric Tag Source Metric 2023/24 Values
RI-MO1 FCA Cost Benefit Total value of Total EANDCB value: £73.8 million
Analyses the Equivalent
Annual Net Direct (FY2023/24)
Cost to Business
across all CBAs for
Policy Statements
publishedin the
previous year
RI-MO2 FCA Positive Impact | Aggregate benefits | Atleast £8.3 billion in annual benefits (3-year annual average, April 2020-March 2023)
report from our policy work
RI-MO3 FCA Financial Lives The proportion of 2023 —43% of consumers (34% vulnerable consumers, 50% not vulnerable

Survey

consumers who
have confidence
in the UK financial
services industry

consumers)

2022 — 41% of consumers (33% vulnerable consumers, 49% not vulnerable
consumers)
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Metric Tag Source Metric 2023/24 Values
RI-M04 FCA and Practitioner | The proportion of Percentage of Wholesale Firms agreeing that they are confident the FCA's
Panel Survey firms confident oversight delivers onits 'Protecting and enhancing the integrity of the UK financial
that the FCA's system’ objective.
oversight protects
and enhances the Response 2022/23 2023/24
|r-1tegr|.ty of the UK Very Confident/Confident 89% 89%
financial system
Not very/at all Confident 10% 9%
Don't know 1% 1%
Percentages are rounded to the nearest whole number
RI-MO5 Z/Yen UK cities' positions GFCI 35 Rankings (March 2024):

onthe Global
Financial Centres
Index (GFCI) (Z/Yen)

+ Change from
previous ranking (6
months prior)

e London-2nd (=)
o Edinburgh—33rd (11)
o Glasgow—42nd (19)

The GFClis calculated based on 145 instrumental factors, including quantitative
measures provided by the World Bank, the Organisation for Economic Co-operation
and Development (OECD), and the United Nations. These instrumental factors are
then combined with assessments of the perceived competitiveness of financial
sectors by respondents to the GFCl online questionnaire.


https://www.longfinance.net/
https://www.longfinance.net/programmes/financial-centre-futures/global-financial-centres-index/gfci-35-explore-the-data/gfci-35-rank/
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Metric Tag
RI-MO06

Source

FCA and Practitioner
Panel Survey

Metric

Satisfaction on
proportionality,
effectiveness,

and how regulator
actions affect
attractiveness of UK

2023/24 Values

Overall, from your firm's perspective, how effective has the FCA beeninregulating
the financial services industry in the last year? (Score out of 10)

Fixed Firms Flexible Firms
Score 2022/23 2023/24 2022/23 2023/24
Effective (27) 65% 84% 65% 70%
Mixed (4-6) 30% 16% 27% 24%
Not Effective (<3) 5% 0% 8% 5%

The work of the FCA enhances the reputation of the UK as a financial centre

Fixed Firms Flexible Firms
Response 2022/23 2023/24 2022/23 2023/24
Strongly Agree/Agree 78% 84% 71% 73%
Neither Agree or Disagree 10% 7% 20% 19%
Strongly Disagree/Disagree | 12% 9% 7% 6%
Don't know 0% 0% 1% 1%

The FCA acts proportionately, so that the costs imposed on firms are
proportionate to the benefits gained

Fixed Firms Flexible Firms
Response 2022/23 2023/24 2022/23 2023/24
Strongly Agree/Agree 33% 34% 36% 42%
Neither Agree or Disagree 28% 29% 32% 30%
Strongly Disagree/Disagree | 38% 37% 30% 25%
Don't know 0% 0% 2% 3%

Alongside its primary strategic and operational objectives, the FCA has a
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secondary international competitiveness and growth objective (SICGO).

How confident are you that the FCA's oversight of the industry delivers on this

objective?
Fixed Firms Flexible Firms
Response 2023/24 2023/24
Very Confident/Confident 29% 58%
Not very/at all Confident 47% 24%
Don't know 24% 19%

How well would you say your firm understands what the FCA is trying to achieve
through the secondary international competitiveness and growth objective

(SICGO)?
Fixed Firms Flexible Firms
Response 2023/24 2023/24
Very/Fairly well 64% 44%
Not very/at all well 32% 40%
Don't know 5% 15%

(Percentages are rounded to the nearest whole number)
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Metric Tag Source Metric 2023/24 Values
RI-M07 UK Official List Nur.nlber of listed March 2023 September 2023 March 2024
entities on UK
exchanges 879 listed issuers 842 listed issuers 814 listedissuers
(Total + change in Changein period 2> -37 -28
period) Figures include all equity related listings on the UK Official List, including standard
listed companies listing shares, standard listed companies issuing global depositary
receipts, and premium listed companies.
RI-M08 Regulatory Initiatives | 'Dashboard’ showing | Thisinformationisin the Regulatory Initiatives Forum Grid (the Grid). The Grid sets
Grid which stage of out the regulatory pipeline to help stakeholders plan for initiatives that may have
consultation or an operationalimpact on them. Itis published twice a year by the Financial Services
implementation Regulatory Initiatives Forum. The Forum is made up of several UK authorities including
initiatives are at. the FCA and Bank/PRA, with the Treasury attending as an observer member.

The latest version of the Grid was planned for release in May 2024 but was delayed due
to the 2024 UK General Election.
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What the metric values tell us

In the financial year 2023/24, we published 18 Policy Statements, 12 of which featured Cost Benefit Analyses (CBAs), with 9 containing
quantifiable estimates. To calculate the Equivalent Annualised Net Direct Cost to Business (EANDCB), we first sum up the discounted value
of the stream of net direct costs which accrue over the appraisal period to reach the present value of the net direct costs (Chapter 5 in how
we analyse the costs and benefits of our policies 2024 details how we classify direct impacts). We then convert this into an equivalent annual
figure by dividing by an annuity rate.

In our latest analysis, Positive Impact 2024, we estimate the average annual benefits resulting from a subset of rules we introduced between
April 2020 and March 2023 was at least of £8.3 billion. The benefits from our latest analysis total an annual quantified positive impact of £14 for
every pound spent on running the FCA in this period.

This metric is not directly comparable with the EANDCB as they cover different timeframes and policies. The aggregate benefits report the
annual average of benefits from policy intervention for the period April 2020 to March 2023 while the EANDCB is calculated for the period April
2023 to March 2024. However, we expect each policy to generate net benefits as we set out in individual CBAs.

Metric RI-MO5 shows the latest rankings for London, Edinburgh and Glasgow on Z/Yen's Global Financial Centres Index. London ranks 2nd
worldwide for the Human Capital, Infrastructure and Reputational & General areas, and third for Business Environment and Financial Sector
Development. London also ranks second worldwide in the Banking, Investment Management, Government & Regulatory, Finance, and Fintech
sectors. Glasgow's change in rank compared to the previous report was one of the most significant increases seen in Western Europe.

Over 80% of fixed firms, and almost three-quarters of flexible firms, agree that our work enhances the reputation of the UK as a financial
centre (RI-M06), which is key for international competitiveness.

There have been small improvements in the number of consumers saying they have confidence in the UK financial system (RI-M03).

Firms are less likely to agree that we act proportionately (RI-MO6). Fixed firms are more confident that they understand what the FCAis
trying to achieve through the objective than flexible firms are. But they are less confident that our oversight achieves the objective's aims.
The objective had been in place for less than 6 months at the time of the FCA and Practitioner Panel survey so we expect to build on wider
understanding of the objective over the year. This includes through this year's first SICGO report, which details how we have embedded the
objective into our processes and culture. These changes should lead to greater confidence in our ability to deliver on the objective in future.

The FCA owns the UK Official List (RI-MQ7), which is updated at regular intervals throughout each working day. For RI-M07, we report the total
number of equity related listings on the main UK Official List as of the end of the 2023/24 financial year and for the previous two 6-monthly
periods. We will update this metric every 6 months.


https://www.fca.org.uk/publication/corporate/how-we-analyse-costs-benefits-policies-2024.pdf
https://www.fca.org.uk/publication/corporate/how-we-analyse-costs-benefits-policies-2024.pdf
https://marketsecurities.fca.org.uk/dailyactivities
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Theme 3: Data Collection

Metric Tag Source Metric 2023/24 Values
DC-M01 FCA Data Number of ddatg 95t percentile
re.queits%.an time Type of request (Ad- | No. of Mean time given time givento
giventofirms hoc and RegData) templates torespond (days) | respond (days)
to respond with
breakdown (Mean One-off and other 82 42 67
and 95" percentilein | \eekly 1 7 7
days)
Monthly 33 20 36
Quarterly 81 35 44
Half-yearly 46 43 47
Annual 60 70 121
Total 303 49 93
Total Average Average
number number of | number
Firm Number of data requests of days to 95t
type of firms requests per firm respond percentile
Fixed 299 15,343 51 42 102
Flexible 40,031 554911 14 49 93
Other 3,776 13,447 4 34 60
The above tables show data collected using RegData (our platform for gathering
regulatory data from firms) and, ad-hoc data and information requests. We use this
data to support our everyday activities, including firm supervision. RegData returns
are based on requirements from our rulebook and use standard templates that
firms are expected tofillin and return to us at a set frequency throughout the year.
Ad-hoc requests are usually one-off voluntary requests, or requests made using
our information gathering powers, sent to a sample of firms using an online survey



https://www.fca.org.uk/firms/regdata
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platform to enable us to quickly monitor emerging issues and risks or where our need
for the data is time limited.

For simplicity, RegData returns and ad-hoc surveys are both referred to as templates
in this metric. For example, FINO74, a RegData report for firms liable to pay the
Economic Crime Levy, would be counted as one template in the 'annual’ row of the
first table. An ad-hoc request asking a sample of consumer finance firms to provide
detail on the number of customers impacted by an emerging issue would be counted
as one template in the 'one-off and other' row.

While the majority of ad-hoc requests are one-off, some repeat requests are sent to
firms. For this reason, not all ad-hoc requests are categorised as one-off templates.
Similarly, the same RegData template might be sent at different frequencies to
different firms, for example a template that firms are usually expected to return
quarterly might be requested on a six-monthly basis from smaller firms. The same
template would then be included in both the quarterly and half-yearly rows. As a result,
the total templates figure is not an exact count of the different types of template we
have used in the reporting period.

The second table shows the volume of data requests sent out in the last year. Most
of our data requests are made using RegData, following a consistent schedule that is
predictable for both firms and supervisors. Ad hoc requests make up less than 2% of
allrequests by volume despite accounting for the majority of one-off templates.

The 'number of fixed firms' figure was calculated using firm reference numbers
(FRNs). If a fixed firm holds multiple FRNs, then it will be counted multiple times in this
figure. For example, a large firm made up of multiple authorised legal entities holding
different regulatory permissions will return separate quarterly RegData responses
for each relevant legal entity. A single quarterly return for a fixed firm with three FRNs
could therefore account for up to twelve data requests across the year.

'‘Other’ firms include registered firms such as exchanges and payments/e-money
firms as well as firms whose status has changed since reporting.


https://www.fca.org.uk/firms/regdata/fin074-returns
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Metric Tag
DC-M02

Source

FCA and Practitioner
Panel Survey

Metric

Satisfaction of
firms based on data
request processes

2023/24 Values

To what extent do you agree or disagree:

The FCA gives my firm enough time to compile the data/ information that they

request?
Fixed Firms Flexible Firms

Response 2022/23 2023/24 2022/23 2023/24
Strongly Agree/Agree 53% 29% 78% 75%
Neither Agree or Disagree | 23% 21% 13% 15%
Strongly Disagree/ 23% 50% 8% 10%
Disagree
Don't know 0% 1% 1% 1%

My firm has sufficient resources to respond to FCA data/ information requests?

Fixed Firms Flexible Firms
Response 2022/23 2023/24 2022/23 2023/24
Strongly Agree/Agree 62% 77% 83% 80%
Neither Agree or Disagree | 27% 17% 11% 13%
Strongly Disagree/ 12% 6% 5% 6%
Disagree
Don't know 0% 0% <1% 1%

The FCA only asks for data/information about my firm that they cannot get from

other sources?
Fixed Firms Flexible Firms
Response 2022/23 2023/24 2022/23 2023/24
Strongly Agree/Agree 35% 45% 50% 52%
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Fixed Firms Flexible Firms
Response 2022/23 2023/24 2022/23 2023/24
Neither Agree or Disagree | 38% 28% 28% 27%
Strongly Disagree/ 18% 22% 12% 13%
Disagree
Don't know 8% 5% 10% 9%

What the metric values tell us

Thisis the first time we have released this level of detail on our regular and ad-hoc requests for data from firms (DC-M01). RegData represents

most of the data we collect. It includes all the forms that firms complete to ensure we can effectively supervise financial services. When we
need to collect ad-hoc data from firms, for example because we are investigating an emergingissue in a particular market, the requests are
subject to an internal data governance process that ensures the request will not cause undue burden on firms and is proportionate to the
harm it is intended to prevent. The timescales given to firms to respond to our requests balance both the urgency with which we need the

data, how complex the data requestis and how soon firms are able to respond.

Firms have a mixed view of the time given to respond to our data requests and their necessity given alternative data sources (DC-M02).
Flexible firms are more likely to agree that they have sufficient time to respond to data requests than fixed firms. The benefit to firms of later
response deadlines must always be weighed against the urgency with which we need the data to inform our interventions.
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Theme 4: Digital and Innovation

Metric Tag
DI-MO01

Source

FCA Data

Metric

No. of applications
for the FCA
sandbox/innovation
pathway by sector
andinnovation
focus.

2023/24 Values

Total Application Numbers (2023/24 FY)

146 for Regulatory Sandbox and Innovation Pathways.
Consisting of:

103 to the Innovation Pathways

43 to the Regulatory Sandbox

Applications by Sector

Across both services

Top 4 Sectors % of Applications
Payments & Digital Assets 23%
Cross-sector 21%
Consumer Investments 18%
Wholesale Financial Markets 13%

Innovation Pathways

Top 4 Sectors % of Applications
Consumer Investments 21%
Cross-sector 20%
Payments & Digital Assets 17%

Consumer Finance 13%

23



Financial Conduct Authority
24 Secondary International Competitiveness and Growth Objective report 2023/24

Regulatory Sandbox

Top 4 Sectors % of Applications
Payments & Digital Assets 35%

Cross-sector 21%

Wholesale Financial Markets 19%

Consumer Investments 9%

Applications by technology

o DLT/Blockchain technology — 19% of all applications,
o mobile application and web platforms — 18%

» artificial intelligence and machine learning—17%

e APland non-technology-driven innovation —13%
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Metric Tag Source Metric 2023/24 Values
DI-MO02 FCAData Rejectionrationale/ | 29% of applications assessed during the period were accepted for full support. 71% of
eligibility criteria applications were declined for full support.
applicants are
failing to meet to More than two thirds of declined applications failed to meet 2 or more of our eligibility
enter innovation criteria:
programmes e 70% did not meet the Need for Support criterion. To be eligible for support, firms
must be able to describe why they need it. For example, if firms have questions
where itis unclear how our rules apply to an innovative business model.

o 48% did not meet the Genuine Innovation criterion. While we take a broad view of
innovation, we expect firms to set out how their proposal is innovative and how it
compares to alternatives in the market.

e 48% did not meet the Consumer Benefit criterion by not showing how their
proposal helps consumers (either individuals or businesses), or how they will protect
consumers from risks the proposition poses.

o 45% of declined applications did not meet the Readiness criterion. Reasons include
having a proposal that is not clearly defined or not developed enough for us to
provide realistic support, or firms not carrying out the required background research
and making a good faith attempt to understand their regulatory obligations before
requesting support.

DI-MO03 FCA SICGO Report Account of new An accountis provided in the body of this report.

regulatory initiatives
which are designed
to foster innovation
and qualitative
commentary on
outcomes of the
regulatory sandbox
programme,
including pathways
to authorisation
where relevant



https://www.fca.org.uk/firms/innovation/regulatory-sandbox/eligibility-criteria
https://www.fca.org.uk/firms/innovation/regulatory-sandbox/eligibility-criteria
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What the metric values tell us

Our digital and innovation metrics show our continued commitment to support innovation in the financial sector, with firms continuing to
express significant interest in and engagement with our innovation services. Firms from a variety of sectors apply to use our services, with a
mixture of cutting-edge technologies utilised (DI-M01). We have criteria in place to ensure the firms we approve are the applicants that can
best benefit from our assistance and are putting forward genuinely innovative products and ideas.

Detail on key initiatives aimed at facilitating innovation and the outcomes of our sandbox programmes can be found in the body of this report.
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