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What exactly is Conduct Risk? 

• CONDUCT is the manner in which a person behaves, the manner in which a process is executed or the 
manner in which activities of an organization are managed or carried out.  

• RISK is the “effect of uncertainty on objectives” - an effect is either positive or negative.  

Conduct Risk is broadly defined as any action of an individual or the organization’s management or its 
board, and the uncertainty under which such actions may lead to the detriment of its customers and/or 

stakeholders, or has an adverse effect on the market, the trust or the reputation of the company. 

• While Conduct Risk falls into the OpRisk or ERM category as a “Non Financial Risk” (NFR) - the latest 
report from the Fixed Income, Currencies and Commodities Markets Standards Board (FMSB) estimates 
banks alone have paid some $375 billion in conduct fines since 2008. A real financial impact!

• The focus of regulating bodies on conduct and NFR is expected to persist. 
• Companies will continue to face pressure GLOBALLY to be alert to poor, unethical or abusive behavior.
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Examples of what normalizes misconduct 
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Source:  Financial Stability Board
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Is it a pattern, a trend or an isolated event? 

“What we call chaos is just patterns, we haven’t recognized. 
What we call random is just patterns, we can’t decipher. 
What we can’t understand, we call nonsense.” 
~Chuck Palahniuk

PATTERN: 
A regular and intelligible sequence that is discernible in certain actions or situations.

When you can discern patterns you can see 
the order beneath the confusion.

TREND:  
A general direction in which something is developing or changing.
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Deep paradigm shifts are driving changes in business and their 
operating models 

Shift to Market Based 

• Leaders measure segment performance, 
value, interactions and the operational 
process and journey performance during 
execution 

• Leaders measure employee performance 
and behaviour from a client perspective

• Leaders connect client profiles and insight to 
process based interactions, triggers and 
patterns. 

• Companies are investing heavily in advanced 
analytics to build a performance and 
competitive edge, and also as a means to 
monitor conduct.

Integrated and Evidence Based 

• A fundamental rethink of business process 
design for speed, compliance to drive and 
support the right behaviour 

• Joint ETE teams combine business, IT, UX, 
security, marketing and sales disciplines

• Aligned and syndicated cross functional
business change execution on an end to 
end basis focused upon the client to deliver 
the expected experience to build trust 

• Specialists with transformational skills to 
focus on ETE design, measurement and 
operational excellence that changes the 
dialogue and drives change
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Design - Not Reengineering

• Operating Models are Designed ETE -
Traditional re-engineering is ineffective 
when digital, multichannel integration and 
transformation is end to end 

• Process design and transformation strategy 
are focused on the ‘experience’ – creating 
efficiency, effectiveness and trust 

• Behavioural Change is driven by analytics, 
insight and measurement – transparency 
and accountability change the dialogue 

• Operational Process Control, Verification 
and Audit Approaches create the evidence-
based model to support and build trust 

Design Based on Deep Understanding 
ETE Process Transparency and Visibility 

Transformational Focus On Building 
Operationally Excellent Firms  Leadership, Vision and Persistence 

In Collaboration
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Impact of Social Media, Digital Transparency and          
Data Speed on Conduct and Trust 

Social Media Digital Transparency Data Speed 

• When relationships are carried out over digital 
channels, people have access to capabilities for 
interacting that they haven’t experienced 
before.  

• ”Network Behaviour” impacts individual and 
organizational behaviour

• People are generally poor at identifying what 
their social networks ‘look’ like – potentially 
causing issues with ‘association’ 

• Growing popularity of internal social networks –
driven by privacy rules that prevent 
organizations from monitoring external  
networks

• Digital content is not only transparent, it is 
permanent 

• When information behaves in unexpected ways, 
it can find its way to places where it can be 
beneficial that were not identified beforehand. 

• Transparent communications in a company can 
lead to increased fear and anxiety among 
employees that they are being monitored –
some with merit! 

• Anonymity can lead to extreme behaviours and 
greater freedom of expression without fear of 
repercussions or political ramifications 

• Flows of information – the transfer from one 
person to another – information can flow to an 
individual with whom there is no ‘relationship’ 
other than social media – Time to discriminate? 

• Poor judgement may lead to loss of intellectual 
property, or exposing critical data outside the 
corporate sphere.  

• Getting a technical edge and raising performance 
levels with high-speed data transfer – the action 
can happen faster than thinking through the 
consequences 

• Reliability and efficacy can be compromised 
when time to act is expected to be at the speed 
of data  
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What harms trust and reputation
• At the centre of it all is the client and they 

establish trust through their assessment of 
intentions, character, integrity and 
competence.  

• Institutional trust is developed through the 
interactions with individuals of the institutions.

• The perception that any one of INTENTIONS, 
CHARACTER, INTEGRITY or COMPETENCE is 
being compromised, has the potential to break 
trust and ruin reputations.  

• People in many organizations are struggling to 
keep up with the complexity and multitude of 
changes occurring simultaneously and owned 
by a diverse group of stakeholders.  
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In Collaboration

“It takes many good deeds to build a good reputation, 
and only one bad one to lose it.”—Benjamin Franklin
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Evidence based regulations will drive further paradigm shifts 

• Despite the “3 Lines of Defense” model, Non 
Financial Risks persist and continue to grow  

• Internal Audit merely confirms what has gone 
wrong, not how to prevent future occurrences 
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Deeper Paradigm Shifts 

Redefined Roles 
and 

Responsibilities 

Integrated Risk 
Management 

Enablers 

Business 
Transformation 
of Culture and 

Process 
Structure 
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Evidence based regulations and oversight
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• Global and national authorities/regulators  have been updating and publishing their directives on 

conduct risk in their jurisdictions since May 2017

• It consists of the elements to increase the evidence of compliance in both financial and non-

financial sectors

• Phase 1: 

Governance Frameworks: Review and assessment of laws, regulations, policies, structures and processes 

used by firms and national authorities to reinforce corporate governance.  Up to 10 new themes are being 

addressed and will be highlighted in Phase 2. 

• Phase 2: 

1. Cultural Drivers of Misconduct  

2. Individual responsibility and accountability 

3. The “Rolling Bad Apple” 

Significant Interplay

Consists of 
10+ Tools to 

Evidence 
Compliance
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Evidence based operating model is a new concept 

• As firms shift away from a traditional business model to 
a more informal and fluid approach to conduct and risk 
in general, meeting compliance mandates will be more 
and more integrated in peoples’ behaviour, processes, 
technology and interactions with external parties 

• The medical profession has been doing it for years 
• Legal and law enforcement live by the code 
• First responders are continually trained by it 

• All other sectors are facing a massive business 
transformation moving towards being more 
proactive  
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Business, Deal-focused Business, Relationship 
focused

Formal Culture Informal cultures

Rigid cultures Fluid, accommodating 
cultures

Conservative/Reserved 
cultures

Expressive cultures 

Vs
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Summary and next steps 
• Misconduct of people, processes, systems and external parties is brought on by lack of awareness of 

patterns at play that are allowed to persist though they may be toxic or illegal  

• Key themes of paradigm shifts align internally and externally 

• Clear definition of roles and responsibilities
• Integration of risk management 
• Culture and process transformation 

• Tools to prepare your roadmap to achieve a transformation with Enterprise and Conduct Risk

• Define your Target Evidence Based Operating Model 

Go to:   https://www.surveymonkey.com/r/6WR6FMJ to respond to a questionnaire that will provide 
you an initial assessment of which patterns may be operating in your organization. 

ASK FOR HELP 
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What?
How?

• Shift
• Integration
• Design vs Re-engineer

https://www.surveymonkey.com/r/6WR6FMJ


Raising the Bar.
Closing the Gaps.

Contact Information

UVIDI Management Group 
Dragica Grbavac, Managing Director

55 Village Centre Place

Mississauga, ON. L4Z 1V9

B: 416.449.7475

M: 416.723.7125

Website:  www.Uvidi.ca
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