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THE PRUDENTIAL  
AUTHORITY OUTLINES ITS  
THREE-YEAR REGULATORY AND 
SUPERVISORY PRIORITIES
RENEILWE MTHELEBOFU, 
COMMUNICATION AND LANGUAGE 
SERVICES, FSCA

The Prudential Authority 
(PA), is tasked with setting 

prudential regulatory requirements 
for the financial sector.  Its role 
is to promote and enhance the 
safety and soundness of financial 
institutions that provide financial 
products, securities services and 
Market Infrastructures (MIs), while 
simultaneously ensuring the 
protection of financial customers 
against any risks presented by 
financial institutions. Prudential 
regulation and supervision ensures 
that financial institutions comply 
with the minimum prudential 
requirements related to capital, 
liquidity, leverage and other metrics 
that assist in measuring financial 
health. 

With the adoption of its regulatory 
strategy, the PA will assist market 
participants and the public in 
understanding the approach it 
will employ in overseeing the 
financial stability of the markets. 

The strategy outlines the PA’s 
approach to regulation and 
supervision, principles that will 
guide its regulatory and supervisory 
decisions, key priorities over the 
next three years and  key outcomes 
that the organisation intends 
to achieve in order to realise its 
objectives.

According to Kuben Naidoo, Chief 
Executive Officer of the PA the 
Authority will follow a risk-based 
and proportional, forward-looking, 
outcomes-focused and integrated 
supervisory approach in its micro 
prudential supervision. “This 
approach will ensure that financial 
institutions are aware of the risks to 
their businesses and have adequate 
corporate governance frameworks 
and risk management processes in 
place to appropriately mitigate these 
risks,” says Naidoo.

This approach to prudential 
supervision will play itself out in 
the core regulatory and supervisory 
strategic areas the PA will focus on 
over the next three years. These are:

• Strengthening the regulation 
and supervision of banking 
institutions;

• Implementing prudential 
regulation and supervision of 
financial conglomerates;

• Prudentially regulating 
and supervising Market 
Infrastructures through 
the implementation of the 
framework;

• Prudentially regulating 
and supervising insurers 
with critical outcomes, by 
implementing Insurance  
Solvency  Assessment and 
Management (SAM); and

• Establishing a regulatory and 
supervisory framework for 
significant owners.

 
The most significant reforms 
to prudential regulatory and 
supervisory oversight  relate to 
financial conglomerates. The 
implementation of the framework 
for the financial regulation 
and supervision of financial 
conglomerates (any group of 
companies under common control 
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whose exclusive or predominant 
activities consist of providing 
significant services in at least two 
different financial sectors such as 
banking, securities, insurance) will 
be significant. For example, the 
globalisation of financial markets 
has led to the development of 
internationally active financial 
groups, which have increased in 
number, complexity and size and 
which provide a broad range of 
products and services, including 
banking, insurance, securities 
and investment services. These 
particular products and services 
are often provided in multiple 
jurisdictions and critical functions 
are dispersed in various legal 
entities, both nationally and globally.

As a result, the adoption of financial 
conglomerate supervision has 
emerged internationally as a 
critical supervisory area where 
internationally active financial 
groups need to be efficiently 
regulated. 

 The emergence of financial 
conglomerates is a key feature of the 
evolution of financial systems and 

the increased functional integration 
between the business of banking, 
insurance and market infrastructure.

“The FSRA has created an 
empowering framework that 
provides for stronger oversight of 
financial conglomerates, and allows 
the PA to make prudential standards 
for the regulation and supervision 
of financial conglomerates in South 
Africa,” says Naidoo.

The PA intends applying a multi- 
tiered supervisory framework 
which includes the supervision of 
individual stand-alone institutions, 
specialist group institutions and 
conglomerate groups which will 
focus on depositor, policy holder 
and member protection. Here, risks 
will be managed carefully due to the 
broad scope of the environment in 
which the financial conglomerates 
operate.

The PA’s intended outcome 
for this focus area is ensuring 
a set of finalised criteria for 
the designation of financial 
conglomerates and establishing a 
financial conglomerate regulation 
and supervision framework that 

reduces regulatory arbitrage (a 
practice whereby firms capitalise on 
loopholes in regulatory systems in 
order to circumvent unfavourable 
regulation). Another outcome is 
to mitigate contagion (a situation 
where a shock in a particular 
economy or region spreads out and 
affects others by way of, say, price 
movements) and helps address the 
risks that arise from unregulated 
parts of a financial conglomerate.

The PA will on an annual basis 
review the regulatory strategy and 
make any necessary amendments, 
ensuring that any changes are 
communicated in a transparent 
manner to assist with the transition 
of the South African financial sector 
regulatory landscape into the Twin 
Peaks architecture.

To read more about the Prudential 
Authority’s focus areas and access 
their strategy on the link below:

https://www.resbank.co.za/Lists/ 
News%20and%20Publications/ 
Attachments/8800/Prudential%20 
Authority%20Regulatory%20 
Strategy%20for%202018-2021.pdf
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“The FSRA has created an empowering framework that provides for stronger 
oversight of financial conglomerates, and allows the PA to make prudential 
standards for the regulation and supervision of financial conglomerates in South 
Africa,”




