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Monday, May 17, 2021 
Top 10 risk and compliance related news stories and world events that (for 

better or for worse) shaped the week's agenda, and what is next 

 
Dear members and friends,  
 
The Central Banks and Supervisors Network for Greening 
the Financial System (NGFS) is a group of central banks and 
prudential supervisory authorities willing, on a voluntary 
basis, to exchange experiences, share best practices, and to 
mobilize mainstream finance to support the transition toward a sustainable 
economy.  
 
The NGFS has published a set of reference scenarios which generally 
fall into three categories:  
- an orderly transition,  
- a disorderly transition, and  
- a “hot house” world.  
 
The transition scenarios are consistent with limiting global warming to 
below 2°C by 2070, while growing emissions in the “hot house” world 

http://www.risk-compliance-association.com/
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lead to temperature rises of over 3°C by the same horizon.  
 
The three representative scenarios in each of the three quadrants are 
supplemented with five alternate scenarios with different assumptions on 
policy responses, temperature targets and technological progress. 
 

 
 

I have just read the Opinion on the supervision of the use of climate change 
risk scenarios in ORSA, from the European Insurance and Occupational 
Pensions Authority (EIOPA).  
 
EIOPA recommended that undertakings consider climate risks beyond the 
one-year time horizon, which cannot be fully captured in the Solvency II 
capital requirements, through the system of governance, risk-management 
system and their own risk and solvency assessment (ORSA). 
 
What is ORSA? According to Article 45 of the Solvency II Directive: 
 
“As part of its risk-management system every insurance undertaking and 
reinsurance undertaking shall conduct its own risk and solvency 
assessment.  
 
That assessment shall include at least the following: 
 
(a) the overall solvency needs taking into account the specific risk profile, 
approved risk tolerance limits and the business strategy of the undertaking; 
 
(b) the compliance, on a continuous basis, with the capital requirements.” 
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Returning to the NGFS, the Scenario Explorer allows users to pick one of 43 
scenarios (all of which are classified as either orderly, disorderly or 
hot-house) and to choose subsequent impact variables such as energy 
demand, energy investment, electricity capacity, CO2 emissions, GDP 
losses, land cover, crop yields (cereal, oilcrops and sugarcrops), and carbon 
prices.  
 
You can read more at number 5 and 6 below. Welcome to the top 10 list. 
 
Best regards, 
 

 
George Lekatis 
President of the IARCP 
1200 G Street NW Suite 800,  
Washington DC 20005, USA 
Tel: (202) 449-9750 
Email: lekatis@risk-compliance-association.com 
Web: www.risk-compliance-association.com 
HQ: 1220 N. Market Street Suite 804,  
Wilmington DE 19801, USA  
Tel: (302) 342-8828 
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Number 1 

Werewolves of Change: Remarks before the ISDA Derivatives 
Trading Forum on Regulatory Change 
Commissioner Hester M. Peirce, U.S. Securities and Exchange Commission 
 

 
 

Thank you, Scott [O’Malia], for that kind introduction and for inviting me 
to be part of today’s Derivatives Trading Forum. I will begin with my 
standard disclaimer that the views that I represent are my own and not 
necessarily those of the Securities and Exchange Commission or my fellow 
Commissioners. 
 
Indeed, that disclaimer is particularly important at a time of leadership 
transition. We just last week welcomed a new chairman—Gary Gensler. 
Although he is still getting settled in, the Commission will soon be busy 
addressing the issues that he identifies as priorities for the coming months 
and years. Chairman Gensler is, of course, something of a known quantity 
for many of you in this audience.  
 
Those of you who have been in the industry for a while had the opportunity 
to see him hard at work during his tenure as chairman of our sister agency, 
the Commodity Futures Trading Commission. Indeed, Scott [O’Malia], as a 
Commissioner of the CFTC, worked alongside Chairman Gensler during 
that time.  
 
Those of you who have come to the industry more recently are doing 
business under a regulatory framework for swaps that is, in large part, the 
product of Chairman Gensler’s vision. I anticipate that he will apply the 
same work ethic and outlook to his new role as Chairman of the SEC, 
informed, of course, by the experience that we have had with that 
regulatory framework in the intervening years. 
 
Before we turn to some issues that Chairman Gensler faces as he begins his 
tenure at the SEC, let us look back to a 1940 speech relevant to the theme of 
today’s forum by a prior chairman of the SEC, Chairman Jerome Frank.  
 
He explained that, while change for its own sake is not praiseworthy, 
sometimes even when legal change is needed—as it might be in response to 
a new technology—people resist it. He observed that change pushes people, 
who have an affinity for routine, out of their comfort zone: 
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Recognizableness confers immense emotional satisfaction. The new 
requires adjustment, reorientation. Disequilibrium results which is 
unpleasant, fatiguing. Interruption of routine demands reflective thinking, 
keeping the mind in suspense while making judgments. And there is pain in 
every suspended judgment. Most of us, most of the time, are routineers who 
want to avoid that pain, that uncomfortable condition of tension. The old 
settled ways do not provoke mental discomfort, do not awake us from 
pleasantly tranquil dogmatic slumber. 
 
He closed the speech with an enticing line from a short story by Peter 
Fleming, brother of James Bond author Ian Fleming. The protagonist in 
that short story “describes his uncle as a man ‘not cursed with overmuch 
imagination, who saw no reason to cross frontiers of habit which the years 
had hallowed into rigidity.’” 
 
Chairman Frank went on to explain: “That uncle, who detested the unusual, 
had, be it noted, a child who was a werewolf.” “The story,” Frank concluded, 
“is a parable.” 
 
Unable to resist Chairman Frank’s teaser, I proceeded to disregard my 
aversion for scary stories and read The Kill. 
 
In Fleming’s tale, the werewolf son, rejected by his creature-of-habit father, 
takes revenge on the heirs installed in the disowned son’s place by ripping 
out their throats.  
 
Had I not been guided by Chairman Frank’s literary analysis, I am quite 
sure that I would not have spotted the parable about the importance of 
getting out of our comfort zones and adapting to change. Read through 
Frank’s filter, the message seems to be that if you do not embrace change, 
change will grab you ruthlessly by the throat—an appropriately cautionary 
watchword for today’s forum on regulatory change. 
 
With that unsettling thought in mind, let us talk about LIBOR. As you all 
know well, most LIBOR tenors will disappear by the end of this year, and 
the rest will be gone a year-and-a-half later. 
 
A month ago, Randy Quarles, Vice Chair for Supervision at the Federal 
Reserve, acknowledging that “[a]djusting to a new reality can be difficult,” 
made it very clear that “[t]here is no scenario in which a panel-based USD 
LIBOR will continue past June 2023, and nobody should expect it to.”  
 
Trillions of dollars of contracts that reference LIBOR, however, remain, and 
market participants have continued over the past year to build LIBOR into 
contracts. 
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Some of these LIBOR-based contracts have effective fallback language to 
address the impending cessation of LIBOR, but many do not.  
 
Making the shift to alternative reference rates presents an unprecedented 
mix of legal, operational, systems, and business challenges across the 
financial industry and the broader marketplace. In the eyes of one 
regulatory observer, this transition marks “the largest financial 
infrastructure change to date, surpassing in size and complexity the 
conversion to the Euro and the Y2K conversion.” 
 
Unlike the Y2K conversion, we are not going to wake up one day to realize 
we have nothing more to worry about; we will be waking up to thorny 
LIBOR transition issues years from now. 
 
I appreciate the work that ISDA has done to help facilitate the transition 
among participants in the derivatives markets with its fallbacks protocol 
and more generally with its early appreciation of the magnitude of this 
change and the importance of alerting market participants to it. Outside of 
the world of large swaps dealers, many market participants are not as far 
along in confronting and addressing the issue. 
 
The SEC continues to pay close attention to developments in this area. 
Through the Alternative Reference Rates Committee (ARRC) and other 
avenues, the SEC has been working closely with our fellow regulators, 
regulated entities, and issuers to make sure that we all are taking steps to 
deal with the risks and challenges this change presents. 
 
Given the number of entities and contracts affected, staff across the 
Commission are working on the LIBOR issue. Last summer, for example, 
our Division of Examinations issued a risk alert highlighting an 
examination initiative that would be looking at regulated firms’ LIBOR 
transition readiness. 
 
Among the issues of concern that the alert identified were  
 
(1) exposures to LIBOR-linked contracts extending beyond the expected 
expiration date,  
 
(2) operational readiness for transition to alternative reference rates,  
 
(3) adequacy of disclosures to investors regarding firms’ efforts to 
transition away from LIBOR, and  
 
(4) potential conflicts of interest arising out of the transition to new 
reference rates. Staff across multiple SEC divisions and offices have been 
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working with other regulators and communicating with regulated firms and 
issuers to identify and address other areas of concern. 
 
In January, for example, the staff warned that LIBOR discontinuation 
“could have a significant impact on the municipal securities market and 
may present a material risk for many issuers of municipal securities and 
other obligated persons.” 
 
Earlier this month, a subcommittee of the House Financial Services 
Committee held a hearing on LIBOR, which included representatives of the 
SEC and a number of other federal financial regulators. 
 
The hearing centered around a piece of legislation under consideration in 
Congress that would provide fallback language for contracts that do not 
contain such language. 
 
It is modelled on a recently passed New York law that would insert a 
replacement rate into “tough legacy contracts” that do not have fallback 
language. 
 
This kind of legislation would override private contracts, which is a serious 
matter, but the alternative is a lot of litigation, which is also a serious 
matter. 
 
As consideration of this legislation and other issues related to LIBOR 
transition continue to draw attention, the SEC will continue, in the words of 
our prior Chairman, Jay Clayton, to “encourage registrants to proactively 
transition to market-based reference rates and [to] stand ready to assist 
market participants.” 
 
Chairman Gensler is well equipped to lead the SEC’s ongoing work in this 
area. In fact, when he was Chairman of the CFTC, he was already making 
the case for moving away from LIBOR. He acknowledged the magnitude of 
such an undertaking, but thought it worth the difficulty because 
“continuing to reference such rates diminishes market integrity and is 
unsustainable in the long run.” 
 
Apparently, not one to fall prey to the werewolves I mentioned above, in 
calling for “a smooth transition,” he said “I recognize that change can be 
hard, but change is also a natural part of life.” 
 
As we move away from LIBOR because its precision masks a much more 
ambiguous reality, I am disconcerted that neither regulators nor market 
participants have learned the deeper lesson that the LIBOR debacle teaches 
us, namely the dangerous power of metrics that distort reality by creating 
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the illusion of precision. We have not yet fully accounted for the costs of 
disentangling ourselves from the LIBOR web, yet we are rushing headlong 
into adopting measures in the ESG space that themselves convey an 
impression of precision while being very poorly calibrated to identifying 
meaningful responses to the problems that are cited to justify their 
adoption.  
 
A common brown-to-green rating scale, for example, that appears to be a 
simple, useful tool in assessing an issuer or financial product, might in fact 
prove to be a simplistic measure that tells us nothing meaningful or that 
even inadvertently promotes environmentally destructive capital allocation.  
 
Before we align the entire financial system around measures that convey an 
enticing, but perhaps inaccurate degree of certainty, we ought to reflect on 
our LIBOR experience. Former Governor of the Bank of England Mark 
Carney explained the problem with LIBOR this way: 
 
Libor is meant to measure the short-term unsecured funding costs of banks. 
But the reality is that, since the financial crisis, Libor really has become the 
rate at which banks don’t lend to each other. Bank funding markets have 
changed enormously. Banks no longer take sufficient short-term wholesale 
deposits to form the basis for a robust transaction-based Libor benchmark.  
 
As a result Libor is overly reliant on expert judgement rather than actual 
transactions. And global markets remain overly reliant on Libor, a 
benchmark that may not exist beyond 2021. That reliance is neither 
desirable nor sustainable. 
 
Similarly, we can build a neat set of ESG metrics that then get incorporated 
into a whole array of financial transactions, but if that neat set of metrics 
represents expert judgment rather than reality, will not capital be 
misallocated? If it conveys a false sense of confidence, will its mere 
presence not mislead investors and others? 
 
As hard as it is to measure the rates at which banks lend to one another, it is 
even harder to measure how green a particular investment , issuer, or 
transaction is. Consider the decision about whether to invest in a 
multifamily apartment company.  
 
An investment in the company might get the green light under existing 
taxonomies if the company announces plans to rip out all the natural gas 
stoves in its rental units and replace them with new electric stoves.  
 
Yet, whether that decision really is green would depend on many factors, 
including whether the stoves need replacing, whether the old stoves will 
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end up in a landfill, what kind of environmental effect the manufacture of 
the new stoves will have, and how the electricity to power the electric stoves 
will be sourced.  
 
An energy project might get good green marks if it involves wind rather 
than fossil fuels, but can those marks incorporate the effect of wind turbines 
on bats and thus on pesticide use? 
 
These are perhaps overly crude examples, but the point is that a lot of 
factors need to be weighed when making capital allocation decisions. 
 
We all want to believe that we are making the world a better place. Helping 
investors to implement their ESG strategies is part of your contribution to 
doing so. I urge you all, however, to be cautious.  
 
As people who understand better than most others that numbers, metrics, 
and models can lead and mislead, you have a responsibility to your 
shareholders and your customers not to embrace approaches that will harm 
the capital markets, the financial system, or the planet.  
 
I understand there is often an immediate reputational benefit to signing on 
to initiatives that can be branded as pro-climate, sustainable, or ESG, but it 
would be ironic indeed if you tie your firms’ fortunes (along with those of 
your shareholders and customers) to a movement that undermines those 
objectives and the financial system’s ability to serve society for an illusory 
short-term reputational boost.  
 
I will make the same cautionary pitch to my own agency as we too seek the 
reputational boost that ESG standard-setting would bring us. These issues 
are important ones, which only underscores the need to proceed with care. 
 
Another more pedestrian issue on the agenda, but one where Chairman 
Gensler’s experience will be an asset, is overseeing the implementation of 
the SEC’s security-based swap framework for dealers. Thanks to the efforts 
of former Chairman Clayton, that registration regime is set to go live in the 
fall.  
 
One of the unexpected pleasures that I had during my first three years as a 
Commissioner was the opportunity to work closely with Chairman Clayton 
on to complete work on our security-based swap dealer rulebook, 
something that was incomplete when Chairman Clayton arrived at the SEC. 
Before becoming a Commissioner, I raised many concerns about the 
Dodd-Frank Act and how regulators had implemented it.  
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When I became a Commissioner, though, my job description changed. 
Congress had charged the SEC with standing up a framework to regulate 
the security-based swap market, that work was unfinished when I arrived at 
the Commission, and it was now my responsibility as a member of the 
Commission to work to complete it. 
 
During the nearly three years of my partnership with Chairman Clayton on 
this project, the Commission was able to refine the Commission’s approach 
to several aspects of cross-border application of our rules; to provide 
tailored, time-limited relief intended to ease implementation by allowing 
reliance on existing CFTC frameworks; and to finalize the capital and 
margin requirements for security-based swap dealers and major 
security-based swap participants. We also were able to issue the first 
substituted compliance determination, which I hope has helped pave the 
way toward effective and efficient regulation of this global market. 
 
Much work remains to be done before the regime goes live in the fourth 
quarter of this year. We have issued a substituted compliance order for 
Germany, and we have two outstanding proposed substituted compliance 
orders (for France and the United Kingdom). 
 
The comment period closes for these proposals on May 3. If you have 
comments or concerns, please get them in on time, and if you have not 
already talked to the staff, please do so. My hope is that the Commission 
will be able to move quickly on finalizing these orders, and your timely 
engagement with us and our staff is essential to achieving this objective.  
 
Similarly, if your firm expects to rely on substituted compliance in a 
jurisdiction other than the ones I mentioned, please do what you can to 
ensure that the application for that jurisdiction is completed as soon as 
possible, including by reaching out to the local authorities if necessary. 
Time is running short: Analysis of these applications takes time, as does 
implementing necessary changes to your systems and operations. 
 
Other aspects of the security-based swap regime are less pressing, but 
nevertheless on the agenda. For example, we have not adopted a 
registration regime for security-based swap execution facilities (SEFs). We 
issued a proposal in 2011 and reopened the comment period in 2013. 
 
Given the developments in the industry in the meantime, we might want to 
reopen the comment period again before moving to a final rule. Regardless 
of how we proceed with the SEF regime, the security-based swap markets 
would not seem particularly conducive to mandates to centrally clear or 
trade on a SEF. 
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Along with LIBOR transition, implementation of the security-based swap 
dealer regime has been on the agenda for a long time now and was going to 
happen regardless of who became chairman of the SEC this year. If your 
firm is facing unexpected challenges in either of these areas, I hope you will 
reach out to the Commission. Given the importance of moving quickly, it is 
good that we have a new chairman who can hit the ground running on these 
issues.  
 
Chairman Gensler knows these markets well, and I think he understands 
the importance of helping market participants navigate the challenges of 
operating a global business across a patchwork of local regulatory 
frameworks in various stages of development. If other implementation 
challenges remain—for example, I have heard some concerns persist 
regarding implementation of initial margin requirements and trade 
reporting requirements—please continue to engage with us. 
 
I suspect that many of you are wondering what other changes you have to 
look forward to under the new leadership at the SEC and other agencies. I 
share that interest and look forward to hearing Chairman Gensler set out 
his priorities for the coming months. Market events, of course, will dictate 
some of the agenda.  
 
The staff is working on a report about the events related to meme stock 
trading earlier this year, and some regulatory initiatives may come out of 
that work. Similarly, as we understand more about the failure of Archegos 
Capital Management, discussion about regulatory changes might be 
appropriate.  
 
As usual, commentators have gotten a head start and have identified a 
number of regulatory responses, including possible regulation of family 
offices and enhanced disclosure requirements for synthetic stock positions 
created through the use of total return swaps and possibly other derivative 
instruments.  
 
Determining which proposed regulatory response will develop momentum 
is hard, and resisting that momentum once it has started is even more 
difficult. Let us not assume, as regulators so often do, that there is a 
problem and that since something needs to be done, any “something” will 
do. Let us instead carry out the necessary analyses to determine whether 
there is a problem that market participants cannot resolve on their own. 
 
Preventing family offices from losing their fortunes is not in the category of 
problems that the SEC needs to step in to solve. I am much more interested 
in expanding access to our capital markets so that less well-heeled families 
can build their fortunes. Similarly, the mere fact that trading desks at some 
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financial institutions lost a lot of money should not cause us a great deal of 
concern as long as their activity was consistent with our rules. The very 
nature of trading in the financial markets means that trading desks 
occasionally will lose money. 
 
Financial regulators do have a legitimate interest in risk management at 
regulated entities, and it may be worth exploring whether there were 
problems in this area that need to be addressed. But even here, such events 
inevitably serve as lessons for risk managers (underscored by the 
demotions and firings that followed the Archegos failure), but they need not 
serve as justifications for more regulation.  
 
The counterparties of market participants like Archegos have the strongest 
incentive to get their risk management processes correct and to determine 
whether those processes have weaknesses that need to be addressed. I 
encourage you all to take this responsibility seriously, to identify 
weaknesses, and to work to remedy them. 
 
Thank you for the chance to join you today. I would be happy to take your 
questions now. More importantly, looking forward to a road that is likely to 
be rich with regulatory change, I extend an offer to you to talk to me about 
how we can make that road smoother.  
 
The goal is to achieve the intended objectives without unnecessarily 
inhibiting the ability of our markets to achieve their objective of serving 
people. Working together appropriately to adapt the regulatory framework 
to market developments, I am sure that we can keep the werewolves at bay. 
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Number 2 

SPOTLIGHT 
Data and Technology Research Project Update, May 2021 
 

 
 

Advancements in technology continue to affect the nature, timing, and 
preparation of financial information, including preparers’ controls around 
financial information, and the planning and performance of audits.  
 
The Board’s strategic plan highlights the need to anticipate and respond 
to these advancements and their corresponding opportunities and risks. 
You may visit: 
https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/about
/administration/documents/strategic_plans/strategic-plan-2020-2024.pd
f?sfvrsn=776073d3_2 
 

 
 
The PCAOB’s Office of the Chief Auditor established a research project on 
data and technology to assess whether there is a need for guidance, changes 
to PCAOB standards, or other regulatory actions. You may visit: 
https://pcaobus.org/oversight/standards/research-standard-setting-proje
cts/changes-use-data-technology-conduct-audits 
 

 

https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/about/administration/documents/strategic_plans/strategic-plan-2020-2024.pdf?sfvrsn=776073d3_2
https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/about/administration/documents/strategic_plans/strategic-plan-2020-2024.pdf?sfvrsn=776073d3_2
https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/about/administration/documents/strategic_plans/strategic-plan-2020-2024.pdf?sfvrsn=776073d3_2
https://pcaobus.org/oversight/standards/research-standard-setting-projects/changes-use-data-technology-conduct-audits
https://pcaobus.org/oversight/standards/research-standard-setting-projects/changes-use-data-technology-conduct-audits
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We are issuing this Spotlight to provide transparency into our research 
project and share insights from our research and outreach activities during 
2020.  
 
The observations highlighted in this document build upon those previously 
shared in our May 2020 Spotlight for PCAOB Stakeholders – Data and 
Technology Research Project Update (“May 2020 Spotlight”).  
You may visit: 

https://pcaobus.org/Documents/Data-Technology-Project-Spotlight.pdf 
 

 
 
PCAOB STAFF ACTIVITIES AND OBSERVATIONS  
 
Throughout last year, PCAOB staff continued to conduct research and 
outreach activities as part of assessing whether regulatory action is 
necessary in response to the increasing use of technology by auditors and 
preparers.  
 
Our research focused on furthering our understanding about how auditors 
are using technology-based tools to respond to the identified risks of 
material misstatement.  
 
Our work included analyzing the requirements of certain PCAOB standards 
– including AS 2301, The Auditor’s Responses to the Risks of Material 
Misstatement; AS 2310 The Confirmation Process; and AS 2510, Auditing 
Inventories – in the context of the evolving use of technology-based tools.  
 
As highlighted in our May 2020 Spotlight, we assessed whether there is a 
need for guidance on, or changes to, AS 1105, Audit Evidence.  
 
This assessment, in conjunction with our outreach and research, suggested 
that guidance or changes to the standard may be needed, given the 
increasing prevalence of technology-based tools and the increasing 
availability and use of information from sources external to the company, 
both in financial reporting and as audit evidence.  

https://pcaobus.org/Documents/Data-Technology-Project-Spotlight.pdf
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We therefore added a project related to audit evidence to our research 
agenda in September 2020. 
 
You may visit: 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2
301 
 

 
 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2
310 
 

 
 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2
510 
 

 
 
To read more: 

https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/docu
ments/data-and-technology-project-may-2021-spotlight.pdf?sfvrsn=b2b4
0f70_6 
 

 

https://pcaobus.org/oversight/standards/auditing-standards/details/AS2301
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2301
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2310
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2310
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2510
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2510
https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/documents/data-and-technology-project-may-2021-spotlight.pdf?sfvrsn=b2b40f70_6
https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/documents/data-and-technology-project-may-2021-spotlight.pdf?sfvrsn=b2b40f70_6
https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/documents/data-and-technology-project-may-2021-spotlight.pdf?sfvrsn=b2b40f70_6
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Number 3 

Towards a green capital markets union for Europe 
Christine Lagarde, President of the ECB, at the European Commission’s 
high-level conference on the proposal for a Corporate Sustainability 
Reporting Directive, Frankfurt am Main. 
 

 
 

I would like to thank Commissioner McGuinness for inviting me to speak at 
this conference on the Commission’s proposal for a Corporate 
Sustainability Reporting Directive. 
 
When technology and finance unite around a common purpose, the 
consequences for monetary unions can be far-reaching. 
 
Let me borrow an example from US history. 
 
The economic and financial integration of the United States in the late 19th 
century owed a great deal to the new technology of railroads.  
 
With a fragmented local banking system, the huge amount of financing 
needed for this project could only be mobilised via capital markets, notably 
in the form of railroad bonds.  
 
This, in turn, laid the foundations for the development of the US-wide 
financial system. 
 
The railroads ended up linking not only the far-flung corners of the union, 
but also its capital markets. 
 
If you allow me the analogy, I see some parallels between this period of US 
history and the EU’s transition today towards a sustainable economy, 
backed by the growth of sustainable finance. 
 
The shift to net zero emissions, together with an adequate digital backbone, 
will require major investments across Europe in technology, infrastructure 
and networks.  
 
Fragmentation between national financial markets might constrain our 
ability to finance future investments.  
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But if green finance continues to emerge to fund this transition, the 
consequences for Europe’s financial system could be sweeping. 
 
In fact, I believe that the green transition offers us a unique opportunity to 
build a truly European capital market that transcends national borders – or 
what I would call green capital markets union (CMU). 
 
And, like the railroads in the past, this could have ramifications for our 
monetary union that reverberate more widely. Integrating green capital 
markets could play a part in addressing two of the wider challenges we face 
today. 
 
First, we face the challenge of making our monetary union more resilient to 
cyclical shocks. To achieve this, we must do better at reducing risks, and 
also at sharing risks across countries. 
 
And second, we need to transform our economies as structural changes 
speed up around us. We must redirect activity towards the green and digital 
sectors as quickly as possible, which will help raise Europe’s growth 
potential. 
 
Addressing these challenges is important for the ECB, as they affect the 
transmission of our monetary policy across the euro area. They require 
parallel efforts on many different fronts. But a common thread is the need 
to enhance the contribution of the financial sector, in particular by taking 
significant steps towards a capital markets union in Europe. 
 
Integrated capital markets are at the heart of building resilience, because 
they encourage Europeans to invest in debt and equity irrespective of home 
country considerations. That, in turn, helps share the costs of local 
recessions, because financial losses in one part of the Union can be offset by 
gains in another. Scale and depth matter, as does a common regulatory 
framework. 
 
At present, however, financial markets are less integrated in the euro area 
than in other large economies. Only around 20% of shocks in the euro area 
were mitigated through cross-border debt and equity holdings between 
1999 and 2016, compared with at least 60% in the United States. 
 
Capital markets are also vital to fund the transformation of our economies. 
We need to see investment of around €330 billion every year by 2030 to 
achieve Europe’s climate and energy targets, and around €125 billion every 
year to carry out the digital transformation. 
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While banks can and should provide a good share of this funding, capital 
markets can provide innovative tools to close the investment gap. Capital 
markets are better suited to financing projects with a defined purpose, 
directly linking investors to the impact they intend to achieve. And they are 
also better at drawing retail investors towards supporting transformative 
activities. 
 
Although we are making progress, thanks to the work of the Commission, 
completing a fully-fledged CMU will take time. Capital markets have 
developed nationally, so we first have to open them up and harmonise those 
markets in order to integrate them further. 
 
This begs the question: how do we deepen capital markets faster? Are there 
market segments where fewer obstacles exist and where we can achieve 
high levels of integration quickly, but that also encourage the funding of 
future-oriented projects? 
 
Developing European green capital markets 
 
To my mind, Europe’s green capital markets meet all these criteria. 
 
Green capital markets are dynamic and growing in Europe, and they are 
already relatively well integrated. This means that as they deepen further, 
so will Europe’s resilience. 
 
Europe is established as the location of choice for green bond issuance, with 
around 60% of all green senior unsecured bonds issued globally in 2020 
originating here. And the market is growing rapidly – the outstanding 
volume of green bonds issued in the EU has grown almost eight-fold since 
2015. 
 
Environmental, social and corporate governance (ESG) investment is also 
concentrated in Europe. The assets under management of investment funds 
with ESG mandates have almost tripled since 2015, and over half of bond 
funds are domiciled in the euro area. 
 
In addition, the euro has taken the lead as the global currency of green 
finance. Last year, around half of the green bonds issued worldwide were in 
euro. There is immense potential for this role to grow once the green 
transition takes off worldwide and we see a generational transfer of wealth 
to millennials who are bound to be concerned about the future. 
 
Crucially, the green bond market has already achieved greater 
pan-European scale. Holdings of green bonds within the EU have, on 
average, half the home bias of conventional bonds. 
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And this means deepening the market is a different type of challenge. We do 
not need to undo the past – we need to create a new framework that did not 
exist before. So we have a real opportunity to build a genuinely European 
capital market from the outset. 
 
Green capital markets could also act as a catalyst for the overall structural 
transformation of Europe, ensuring that it happens both quickly and evenly 
across EU countries. 
 
These capital markets would not just add debt into the green finance mix, 
they would also add equity, which – as ECB research demonstrates – 
typically leads to more green innovation and a faster reduction in carbon 
emissions. 
 
And they could spark the take-up of digital technologies such as smart 
urban mobility, precision agriculture and sustainable supply chains, which 
are crucial to the green transition. 
 
With their pan-European reach, green markets could also help all countries 
to access the capital they need to finance economic transformation – not 
only those with the most sophisticated financial markets.  
 
That would support convergence within Europe, enabling capital to flow to 
regions that are currently lagging behind in the transition to a more 
sustainable economy. 
 
In order to build momentum, the “public sector dimension” should be part 
of the picture. The issuance of green bonds by governments will be key to 
funding major infrastructure projects, which in turn helps create a pipeline 
of projects for the private sector to invest in.  
 
As part of the Next Generation EU fund, the European Commission will 
shortly be placing €225 billion of green bonds, making it by far the world’s 
largest issuer. 
 
Towards Green CMU 
 
I must stress, however, that the continued growth of green capital markets 
will not happen by itself. We will at some point hit the same limits that now 
restrict the integration of our broader capital markets – missing 
cross-border infrastructures and national constraints. 
 
If the EU cannot provide the services that foreign investors and issuers are 
looking for, they will go elsewhere. In fact, we know from history that deep 
and liquid capital markets are key to a currency gaining global status.  
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If others move faster than we do, the euro’s advantage as the global green 
currency could fade and be lost. The euro would miss an opportunity to 
strengthen its international role. 
 
So in my view we should reinforce the CMU agenda by supporting the 
development of Green CMU. Specific initiatives under the CMU action plan 
should be fast-tracked – even if they are applied only to sustainable finance 
for now. 
 
A key element is indeed the Commission’s proposal on corporate 
sustainability disclosures. 
 
I strongly welcome this proposal and believe it can finally address the main 
data gaps currently afflicting the EU’s sustainable finance landscape. It will 
also be a key pillar of the Commission’s forthcoming proposal for a 
European single access point.  
 
By integrating sustainability disclosures with financial data, we would 
create a “one-stop shop” for all critical information about a company, 
including its green credentials, which would be immensely useful for 
investors. 
 
But more fundamental reforms will also be necessary. 
 
We need proper European supervision of green financial products with 
official EU seals such as the forthcoming EU Green Bond Standard.  
 
This is key to ensuring compliance and to identifying systemic links and 
associated risks within the cross-border market.  
 
We also need harmonised tax treatment of investments in sustainable 
finance products, so as to prevent fragmentation of green investments 
along national lines.  
 
And we need further convergence in the efficiency of national insolvency 
frameworks, even carving out special procedures for green investments. 
 
These initiatives can be seen as an engine for the CMU project generally, 
testing and putting in place some of the measures that are needed to 
advance wider capital market integration. If we succeed, there will be very 
positive knock-on effects for European capital markets. 
 
In short, Green CMU not only gives us a tremendous opportunity to craft 
something genuinely European and with immediate impact, but it also has 
the potential to transform the EU as a whole. 
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It would allow us to make our economy more resilient to shocks and fit for 
the future, all while avoiding the worst scenarios for climate change. 
 
To my mind, that is too good an opportunity to pass up. 
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Number 4 

Euro area economic and financial developments by institutional 
sector: fourth quarter of 2020 
 

 
 

- Euro area net saving decreased to €508 billion in four quarters to fourth 
quarter of 2020, from €549 billion one quarter earlier 

 
- Household debt-to-income ratio increased to 96.3% in fourth quarter of 

2020 from 93.8% one year earlier 
 
- Non-financial corporations' debt-to-GDP ratio (consolidated measure) 

at 84.0% in fourth quarter of 2020, up from 76.8% one year earlier 
 
Total euro area economy 
 

 
 
Euro area net saving decreased to €508 billion (5.6% of euro area net 
disposable income) in 2020 compared with €549 billion in the four 
quarters to the previous quarter.  
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Euro area net non-financial investment decreased to €274 billion (3.0% of 
net disposable income), due to decreased investment by non-financial 
corporations, and to a lesser extent households, while net investment by 
financial corporations and government slightly increased. 
 
Euro area net lending to the rest of the world increased to €243 billion 
(from €225 billion previously) reflecting net non-financial investment 
declining more than net saving.  
 
Net lending of non-financial corporations increased from €62 billion to 
€134 billion (1.5% of net disposable income), that of financial corporations 
rose from €84 billion to €109 billion (1.2% of net disposable income) and 
net lending by households increased from €684 billion to €821 billion 
(9.1% of net disposable income).  
 
The increase in net lending by the total private sector was largely offset by 
an increase in net borrowing by the government sector (-9.1% of net 
disposable income, after -6.6% previously). 
 
Households 
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The annual growth rate of household financial investment increased to 4.1% 
in the fourth quarter of 2020, from 3.6% in the previous quarter.  
 
Investment in currency and deposits as well as in life insurance and pension 
schemes were the main contributors to this acceleration, while investment 
in shares and other equity grew at a broadly unchanged rate. 
 
Households were net buyers of listed shares issued by all resident sectors 
and the rest of the world.  
 
Net purchases of listed shares issued by non-financial corporations grew at 
a broadly unchanged rate (5.6%), while net purchases of listed shares 
issued by the rest of the world accelerated (18.3% from 13.6% previously).  
 
Households continued to sell debt securities (in net terms) issued by all 
resident sectors and the rest of the world. 
 
To read more: 

https://www.ecb.europa.eu/press/pr/stats/ffi/html/ecb.eaefd_full2020q4
~8e0e8aee1d.en.html 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

https://www.ecb.europa.eu/press/pr/stats/ffi/html/ecb.eaefd_full2020q4~8e0e8aee1d.en.html
https://www.ecb.europa.eu/press/pr/stats/ffi/html/ecb.eaefd_full2020q4~8e0e8aee1d.en.html
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Number 5 

Opinion on the supervision of the use of climate change 
risk scenarios in ORSA 
 

 
 

1. Legal basis 
 
1.1. The European Insurance and Occupational Pensions Authority (EIOPA) 
provides this Opinion on the basis of Article 29(1)(a) of Regulation (EU) No 
1094/20101. 
 
This article mandates EIOPA to play an active role in building a common 
Union supervisory culture and consistent supervisory practices, as well as 
in ensuring uniform procedures and consistent approaches throughout the 
Union by providing opinions to competent authorities. 
 
1.2. EIOPA delivers this Opinion on the basis of Directive 2009/138/EC 
(Solvency II Directive), in particular in relation to Articles 41, 44, and 45 
thereof, Commission Delegated Regulation (EU) 2015/35 (Delegated 
Regulation), in particular in relation to Articles 262 and 306 thereof, and 
EIOPA’s Guidelines on own risk and solvency assessment. 
 
1.3. This Opinion is addressed to the competent authorities (CAs), as 
defined in point (i) of Article 4(2) of Regulation (EU) No 1094/2010. 
 
1.4. The Board of Supervisors has adopted this Opinion in accordance with 
Article 2(7) of its Rules of Procedure. 
 
2. Context and objective 
 
2.1. Climate change constitutes a serious risk for society, including 
insurance and reinsurance undertakings (collectively “undertakings”).  
 
The detrimental impact of global warming on natural and human systems is 
already visible today and without further international climate action, the 
global average temperature andassociated physical risks will continue to 
increase, raising underwriting risk of undertakings, impacting asset values 
and challenging their business strategies. 
 
The Paris Agreement on climate change requires its signatories to reduce 
greenhouse gas emissions with the objective to hold the global temperature 
increase to well below 2°C and to pursue efforts to limit it to 1.5°C 
compared to pre-industrial levels. 
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Keeping the global temperature increase below 2°C would require annual 
reductions in carbon emissions greater than occurred in any single 
year in the last 100 years, including during the deepest recessions, and 
70-80% of proven fossil fuel reserves to be stranded. 
 
 Hence, the transition towards a zero-carbon economy, especially when 
unanticipated, may seriously depress investments in carbon-intensive 
sectors.  
 
The transition may also induce higher legal claims on companies that fail to 
take into account the impact on climate change, which may affect 
undertakings directly or indirectly through their underwriting of legal 
liability risks. 
 
2.2. The Solvency II Directive requires undertakings to consider in their 
system of governance, risk-management system and own risk and solvency 
assessment (ORSA) all risks they face in the short and long term and to 
which they are or could be exposed, also when these risks are not (fully) 
included in the calculation of the Solvency Capital Requirement (SCR).  
 
The European Commission has published a draft delegated regulation 
amending the Delegated Regulation, specifying that undertakings should 
integrate sustainability risks in their risk management and ORSA. 
 
2.3. EIOPA’s Guidelines on own risk and solvency assessment state that the 
undertaking should ensure that its assessment of the overall solvency needs 
is forward-looking, including a medium term or long-term perspective as 
appropriate, recognising that it represents the undertaking’s own 
assessment of its risk profile and the capital and other means needed to 
address these risks, given the nature, scale and complexity of the risks 
inherent in its business. 
 
2.4. The Task Force on Climate-related Financial Disclosures (TCFD), 
established by the G20’s Financial Stability Board, issued 
recommendations to encourage companies to disclose climate-related 
information. 
 
The European Commission’s Guidelines on non-financial reporting on 
climate-related information (Commission Guidelines) integrate the TCFD’s 
recommendations, providing guidance for disclosures in the five reporting 
areas distinguished in the Non-Financial Reporting Directive (NFRD). 
 
This includes a description of the resilience of the company’s business 
model and strategy, taking into consideration different climate-related 
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scenarios over different time horizons, including at least a 2°C or lower 
scenario and a greater than 2°C scenario. The requirements of the NFRD 
apply to large listed companies, banks and insurance companies with more 
than 500 employees. 
 
2.5. On 30 September 2019, EIOPA published its Opinion on Sustainability 
within Solvency II in response to a request from the European Commission, 
providing advice on the integration of sustainability, in particular 
climate-related developments, into the Solvency II framework. 
 
EIOPA recommended that undertakings consider climate risks beyond the 
one-year time horizon, which cannot be fully captured in the Solvency II 
capital requirements, through the system of governance, risk-management 
system and their ORSA.  
 
This Opinion considered that further work would be needed to define a 
consistent set of quantitative parameters that could be used in climate 
change-related scenarios that undertakings can then adopt as appropriate 
in their ORSA, risk management and governance practices, also recognising 
that other parameters will depend on the specificities of each undertaking. 
 
2.6. EIOPA conducted an information request among the CAs in the EEA 
on the use of climate change scenarios by undertakings in the ORSA. The 
results show that a small minority of ORSAs included in the sample 
assessed climate change risk using scenario analysis.  
 
Moreover, where undertakings performed a quantitative analysis of climate 
change risk, most assessments took a shortterm perspective. 
 
To read more: 
https://www.eiopa.europa.eu/sites/default/files/publications/opinions/op
inion-on-climate-change-risk-scenarios-in-orsa.pdf 
 

 
 

 

 

 

https://www.eiopa.europa.eu/sites/default/files/publications/opinions/opinion-on-climate-change-risk-scenarios-in-orsa.pdf
https://www.eiopa.europa.eu/sites/default/files/publications/opinions/opinion-on-climate-change-risk-scenarios-in-orsa.pdf
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Number 6 

Revisiting NGFS Climate Scenarios for central banks and 
supervisors 
 

 
 

The NGFS Climate Scenarios explore the impacts of climate change and 
climate policy with the aim of providing a common reference framework. 
 
• The NGFS Climate Scenarios (the scenarios) have been developed to 
provide a common starting point for analysing climate risks to the economy 
and financial system. While developed primarily for use by central banks 
and supervisors they may also be useful to the broader financial, academic 
and corporate communities. This document provides an overview of the key 
transition risks, physical risks and economic impact of climate change. 
 
• The first iteration explores a set of eight scenarios which are consistent 
with the Framework published in the First NGFS Comprehensive Report.  
 
The set includes three representative scenarios, which each cover one of the 
following dimensions: 
 
– Orderly: Early, ambitious action to a net zero CO2 emissions economy; 
 
– Disorderly: Action that is late, disruptive, sudden and / or unanticipated; 
 
– Hot house world: Limited action leads to a hot house world with 
significant global warming and, as a result, strongly increased exposure to 
physical risks. 
 
• These scenarios were chosen to show a range of lower and higher risk 
outcomes. A 'too little, too late' scenario with both high transition and 
physical risks was not included in the first iteration. 
 
• A key guiding principle of the project has been embracing the uncertainty 
inherent in scenario modelling. 
 
This has been captured in two ways.  
 
Firstly, five alternate scenarios have been published to help users explore 
how specifying different key assumptions would change the results.  
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Secondly, for each scenario, multiple models have been used to provide a 
range of estimates. 
 

 
 
The Orderly and Disorderly scenarios explore a transition which is 
consistent with limiting global warming to below 2°C. The Hot house 
world scenario leads to severe physical risks. 
 
• Orderly assumes climate policies are introduced early and become 
gradually more stringent. Net zero CO2 emissions are achieved before 
2070, giving a 67% chance of limiting global warming to below 2°C. 
Physical and transition risks are both relatively low. 
 
• Disorderly assumes climate policies are not introduced until 2030. Since 
actions are taken relatively late and limited by available technologies, 
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emissions reductions need to be sharper than in the Orderly scenario to 
limit warming to the same target. The result is higher transition risk. 
 
• Hot house world assumes that only currently implemented policies are 
preserved. Nationally Determined Contributions are not met. Emissions 
grow until 2080 leading to 3°C+ of warming and severe physical risks. This 
includes irreversible changes like higher sea level rise. 
 

 
 
To read more: 
https://www.ngfs.net/sites/default/files/medias/documents/820184_ngfs
_scenarios_final_version_v6.pdf 
 

 
 

 

 

 

 

https://www.ngfs.net/sites/default/files/medias/documents/820184_ngfs_scenarios_final_version_v6.pdf
https://www.ngfs.net/sites/default/files/medias/documents/820184_ngfs_scenarios_final_version_v6.pdf
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Number 7 

Central banks and inequality 
Agustín Carstens, General Manager of the BIS, at the Markus' Academy, 
Princeton University's Bendheim Center for Finance, Basel. 
 

 
 

Introduction  
 
Thanks very much for inviting me to give this lecture. It is a pleasure to be 
here virtually today and share with you my thoughts on how central banks 
can best contribute to a more equal society.  
 
Central banks are concerned about inequality. As public institutions, their 
end goal is to ensure economic conditions that support the well-being of 
citizens.  
 
I will argue that, over the long run, inequality is not a monetary 
phenomenon, though central banks’ actions can have an impact on the 
distribution of wealth and income over shorter horizons.  
 
Prolonged periods of high inflation and recessions can hurt the economy 
and disproportionately hit the most disadvantaged.  
 
Therefore, the best contribution monetary policy can make to an equitable 
society is to try to keep the economy on an even keel by fulfilling its 
mandate.  
 
Governments can reduce inequality through more direct fiscal and 
structural policies.  
 
In this lecture, I will review the recent trends of rising inequality and ask 
why central banks have engaged in this debate only after the Great 
Financial Crisis (GFC) – more than two decades after the trend increase in 
inequality picked up.  
 
I will argue that both the actions needed to achieve the mandated 
objectives, and the interaction between monetary policy and inequality, 
have become increasingly complex over time.  
 
This is due to a change in the nature of the business cycle.  
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Two characterising features of this change – particularly since the GFC – 
are low and less responsive inflation, and financial factors playing a more 
prominent role in amplifying economic fluctuations.  
 
The focus of my lecture will be on monetary policy in its macro stabilisation 
role.  
 
The nature and precise interpretation of central banks’ mandate in this 
regard has evolved historically.  
 
These days it is primarily interpreted as limiting business cycle fluctuations 
– measured in terms of output and employment – and delivering low and 
stable inflation.  
 
And low and stable inflation is rightly seen as a necessary condition to 
maximise output and employment sustainably over time.  
 
But there is another necessary condition for macroeconomic stability: 
financial stability.  
 
While most central banks do not have financial stability as a separate 
objective in their monetary policy mandates, changes in the business cycle 
have brought it to the fore.  
 
In a narrow sense, creating conditions for financial stability means 
mitigating the likelihood and severity of events such as banking and 
financial crises and the large output losses they bring about.  
 
But in a broader sense financial stability relates to financial factors as 
amplifiers of business cycle fluctuations and, as such, forces that can stand 
in the way of achieving monetary policy objectives.  
 
For this reason, I will include financial stability under the broader objective 
of stabilising economic activity 
 
Inequality has been on the rise, as recognised by central banks  
 

Distributional issues have gained prominence in the public debate over the 
past decades, as the two main dimensions of economic inequality – income 
and wealth – have been on an upward trend.  
 
Graph 1 displays a popular measure of income dispersion among the 
population – the pre-tax and transfers Gini coefficient – and shows that it 
has been rising since the 1980s.  
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A similar – although less steep – trend emerges when looking at measures 
of wealth inequality.  
 
While income inequality has remained consistently higher in emerging 
market economies (EMEs) than in advanced economies (AEs) throughout 
the period, it has seen a much steeper increase in AEs.  
 
The increase has not only been more modest in EMEs, it has even partially 
reversed over the last 10 years.  
 
A concrete example to show the recent rise in income inequality is the case 
of the United States, where the share of income held by the top 1% of the 
population grew from 11% in 1986 to 19% in 2019.  
 
Importantly, the trend in inequality is largely the outcome of long-run 
structural forces, widely explored and documented in the literature.  
 
Among those, technological change, globalisation and institutional changes 
have played a major role during the past decades.  
 
These forces are largely independent of and insensitive to monetary policy, 
so the trends to which they contribute are best corrected by public policies, 
particularly fiscal policies. 
 
To read more: https://www.bis.org/speeches/sp210506.pdf 
 
 

https://www.bis.org/speeches/sp210506.pdf
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Number 8 

Community development 
Jerome H Powell, Chair of the Board of Governors of the Federal Reserve 
System, at the "2021 Just Economy Conference", sponsored by the National 
Community Reinvestment Coalition, Washington DC. 
 

 
 

Good afternoon. It is a pleasure to be with you today. 
 
Together, over the past year, we have been making our way through a very 
difficult time. We are not out of the woods yet, but I am glad to say that we 
are now making real progress.  
 
While some countries are still suffering terribly in the grip of COVID-19, the 
economic outlook here in the United States has clearly brightened. 
Vaccination levels are rising.  
 
Fiscal and monetary policy are providing strong support. The economy is 
reopening, bringing stronger economic activity and job creation. 
 
That is the high-level perspective-let's call it the 30,000 foot view-and from 
that vantage point, we see improvement. But we should also take a look at 
what is happening at street level.  
 
Lives and livelihoods have been affected in ways that vary from person to 
person, family to family, and community to community. The economic 
downturn has not fallen evenly on all Americans, and those least able to 
bear the burden have been the hardest hit. 
 
The pain is all the greater in light of the gains we had seen in the years prior 
to the pandemic. COVID swept in as the United States was experiencing the 
longest expansion on record.  
 
Unemployment was at 50-year lows, and inflation remained under control. 
Wages were moving up, particularly for the lowest-paid workers.  
 
Long-standing racial disparities in unemployment were narrowing, and 
many who had struggled for years were finding jobs. It was not until the 
later years of that expansion that its benefits had started to reach those on 
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the margins. During our Fed Listens events, we met with people around the 
country and heard repeatedly about the life-changing gains of the strong 
labor market, particularly at the lower end of the income spectrum.  
 
Just a few months later, those stories changed to ones of job losses, 
overextended support services, and businesses built over generations 
closing their doors for good. 
 
While the recovery is gathering strength, it has been slower for those in 
lower-paid jobs: Almost 20 percent of workers who were in the lowest 
earnings quartile in February of 2020 were not employed a year later, 
compared to 6 percent for workers in the highest quartile. 
 
The Fed's latest Survey of Household Economics and Decisionmaking-or 
SHED report-which will be published later this month, will show that, for 
prime-age adults without a bachelor's degree, 20 percent saw layoffs in 
2020 versus 12 percent for college-educated workers. And more than 20 
percent of Black and Hispanic prime-age workers were laid off compared to 
14 percent of white workers over the same period. 
 
Small businesses have also faced immense difficulties. Fed research found 
that 80 percent of those surveyed reported a decline in revenue, with 
two-thirds of those businesses experiencing losses of at least 25 percent. 
 
A recent Federal Reserve special report looked specifically at the impact on 
businesses owned by people of color, who reported greater challenges. For 
example, 67 percent of both Asian- and Black-owned firms and 63 percent 
of Hispanic-owned firms had to reduce their operations compared to 54 
percent for their white counterparts. 
 
Our upcoming SHED report notes that 22 percent of parents were either 
not working or working less because of disruptions to childcare or 
in-person schooling.  
 
Black and Hispanic mothers-36 percent and 30 percent, respectively-were 
disproportionately affected. In a similar vein, labor force participation 
declined around 4 percentage points for Black and Hispanic women 
compared to 1.6 percentage points for white women and about 2 percentage 
points for men overall. 
 
The Fed is focused on these long-standing disparities because they weigh on 
the productive capacity of our economy. We will only reach our full 
potential when everyone can contribute to, and share in, the benefits of 
prosperity. 
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Achieving broadly shared prosperity will take action from across society, 
from fiscal and other government policy to private-sector initiatives to the 
work everyone here does.  
 
The Fed can contribute as well. Using our monetary policy tools, the Fed 
promotes maximum employment and price stability-two foundations of a 
strong, stable economy that can improve economic outcomes for all 
Americans.  
 
We view maximum employment as a broad and inclusive goal. Those who 
have historically been left behind stand the best chance of prospering in a 
strong economy with plentiful job opportunities. Our recent history 
highlights both the benefits of a strong economy and the severe costs of a 
weak one. 
 
Supervisory tools also have a role to play. As part of our policy 
responsibilities, the Board of Governors enforces both the Fair Housing Act 
and the Equal Credit Opportunity Act, the federal fair lending laws that 
prohibit discrimination in lending.  
 
Violations of the fair lending laws, along with other illegal credit practices, 
are taken into account during bank evaluations under the Community 
Reinvestment Act (CRA).  
 
We see our robust supervisory approach as critical to addressing racial 
discrimination, which can limit consumers' ability to improve their 
economic circumstances, including through access to homeownership and 
education. 
 
The Fed's community development function plays a role as well, studying 
what works, convening stakeholders on both the national and District level, 
and helping financial institutions find opportunities to invest and expand 
credit opportunities in low- and moderate-income communities. 
 
The economic landscape has changed, and efforts to provide access and 
credit to communities must change with it. Last year, the Fed issued a 
proposal for a strengthened, modernized CRA framework, with the 
objective of building broad support among both external stakeholders and 
participating agencies.  
 
Our goal is to strengthen the core purpose of meeting the credit needs of 
low- and moderate-income communities. We especially appreciated 
NCRC's feedback on the proposal. 
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We will continue to do our part, and we appreciate the ways our work and 
that of NCRC members have intersected. Last April, for instance, the Fed 
expanded the Paycheck Protection Program Liquidity Facility in order to 
broaden its reach to include some nondepository lenders.  
 
That included CDFI (community development financial institution) loan 
funds, which many of the people here represent. Your work provided small 
businesses with invaluable technical assistance to help them weather the 
downturn, and you have helped them get the funds they need to support 
their businesses. 
 
NCRC member groups have contributed in so many ways. You helped 
workers who lost their jobs get retrained. You supported working parents. 
You helped homeowners struggling with payments and connected renters 
to federal assistance programs.  
 
You brought more people into the banking system, helped strengthen 
financial literacy and capabilities, and worked to address digital divides in 
areas of need-particularly in rural communities-at a time when connectivity 
is essential. 
 
I would like to close by saying thank you. You have been working hard 
through this crisis, and an enormous amount of work still lies ahead. But 
what you do is essential. You provide an invaluable service: You make 
people's lives better. There is no higher calling. 
 
Thank you. 
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Number 9 

Safe, Efficient, Reliable: New Science in the Fight Against Killer 
Drugs 
NIST researchers give law enforcement and public health experts new tools 
to combat fentanyl and other synthetic drugs. 
 

 
 

In the shadow of COVID-19, an older epidemic continues to rage. More 
than 81,000 people died of drug overdoses in the United States in the 12 
months ending last May. That is the highest number ever recorded and a 
nearly 20% increase from the same period one year before.  
 
This spike in deaths is being driven by fentanyl, a synthetic opioid that 
mimics the effects of heroin but is up to 50 times more potent. A graph of 
the overdose statistics from the Centers for Disease Control and Prevention 
shows the line for fentanyl turning sharply up starting in 2014. It’s been 
rising steeply ever since. 
 

 
 
Fentanyl kills so many people in part because it is cheap, potent and easy to 
manufacture. In addition, clandestine chemists can easily cook up new 
varieties, or analogues, of fentanyl by tweaking its molecular structure.  
 
Dealers often spike heroin, cocaine and other drugs with fentanyl and its 
analogues. Users may not know what they’re getting, and they can more 
easily overdose as a result.  
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The high potency and changeability of fentanyl also present challenges to 
first responders, police and forensic chemists.  
 
First, it is hazardous. During laboratory or field analysis, for example, 
particles can become airborne and even a small amount, if accidentally 
inhaled, can be dangerous. 
 
Second, it hides behind other drugs. Analyzing drug mixtures that contain 
small but deadly amounts of fentanyl is complicated and requires the ability 
to detect substances at very low levels. 
 
Third, it can fly under the radar. Traditional laboratory methods are not 
designed to detect and identify new drug analogues. This can hinder law 
enforcement and delay the public health response to newly emerging 
substances. 
 

 
 

Drug abuse has plagued public health for decades, but the unprecedented 
toll of recent years reflects a new reality. Today’s illicit drugs are more 
dangerous and harder to control than the drugs of decades past.  
 
“A new drug might appear, then three or six months later it’s gone, replaced 
by something new,” said NIST chemist and program manager Marcela 
Najarro. “It’s a totally different ballgame than 10 or 15 years ago.” 
 
Limiting the harm from the opioid epidemic requires expertise from public 
health, social science, law enforcement and other domains. But one often 
overlooked need is expertise in the area of analytical chemistry. 
 
As the nation’s chemical measurements laboratory, NIST is working on 
analytical methods to meet these challenges. Researchers with NIST’s 
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Forensic Science Program are developing new tools that can speed up the 
public health response to newly emerging synthetic drugs. They are also 
improving existing technologies, developing new ones, and collaborating 
closely with law enforcement organizations and forensic labs to help them 
successfully implement solutions. Here is a rundown of what NIST is doing. 
 
To read more: 
https://www.nist.gov/feature-stories/safe-efficient-reliable-new-science-fi
ght-against-killer-drugs 
 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

https://www.nist.gov/feature-stories/safe-efficient-reliable-new-science-fight-against-killer-drugs
https://www.nist.gov/feature-stories/safe-efficient-reliable-new-science-fight-against-killer-drugs
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Number 10 
Office of the Director of National Intelligence, April 2021  

Statistical Transparency Report, Calendar Year 2020 
 

 
 

Consistent with the Foreign Intelligence Surveillance Act of 1978 (FISA), as 
amended (codified in 50 U.S.C. § 1873(b)), and the Intelligence 
Community’s (IC) Principles of Intelligence Transparency, the Office of the 
Director of National Intelligence released the eighth annual Statistical 
Transparency Report Regarding Use of National Security Surveillance 
Authorities.  
 

 
 

This report provides the public with statistics and contextual information 
on the scope of the government’s use of FISA authorities, National Security 
Letters, and other national security authorities.  
 
In conjunction with other publicly released material, this report adds 
insight into the rigorous and multi-layered oversight framework governing 
the IC that safeguards the privacy and civil liberties of United States (U.S.) 
person and non-U.S. person information acquired pursuant to these 
national security authorities.  
 
“We are pleased to publish ODNI’s eighth annual statistical transparency 
report,” said Ben Huebner, Chief, ODNI Office of Civil Liberties, Privacy, 
and Transparency.  
 
“The Intelligence Community remains committed to providing the public 
with information about how we apply important national security 
authorities. The information in today’s report will help foster continued 
public dialogue regarding how the Intelligence Community protects 
national security, our privacy, and our liberty.”  
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Additional public information on national security authorities is available 
at the Office of the Director of National Intelligence’s (ODNI) website, 
www.dni.gov; the Intelligence Community’s website, www.intel.gov; and 
ODNI’s Tumblr site, IC on the Record, at IContheRecord.tumblr.com.  
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Disclaimer 
 
The Association tries to enhance public access to information about risk and 
compliance management.  
 
Our goal is to keep this information timely and accurate. If errors are brought to 
our attention, we will try to correct them. 
 
This information: 
 
- is of a general nature only and is not intended to address the specific 
circumstances of any individual or entity; 
 
- should not be relied on in the context of enforcement or similar regulatory 
action; 
 
- is not necessarily comprehensive, complete, or up to date; 
 
- is sometimes linked to external sites over which the Association has no 
control and for which the Association assumes no responsibility; 
 
- is not professional or legal advice (if you need specific advice, you should 
always consult a suitably qualified professional); 
 
- is in no way constitutive of an interpretative document; 
 
- does not prejudge the position that the relevant authorities might decide to 
take on the same matters if developments, including Court rulings, were to lead it 
to revise some of the views expressed here; 
 
- does not prejudge the interpretation that the Courts might place on the 
matters at issue. 
 
Please note that it cannot be guaranteed that these information and documents 
exactly reproduce officially adopted texts.  
 
It is our goal to minimize disruption caused by technical errors.  
 
However, some data or information may have been created or structured in files 
or formats that are not error-free and we cannot guarantee that our service will 
not be interrupted or otherwise affected by such problems.  
 
The Association accepts no responsibility regarding such problems incurred 
because of using this site or any linked external sites. 
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International Association of Risk and Compliance Professionals 
 

You can explore what we offer to our members: 
 
1. Membership – Become a standard, premium or lifetime member.  
You may visit: 
https://www.risk-compliance-association.com/How_to_become_member
.htm 
 
2. Weekly Updates - Visit the Reading Room of the association at: 
https://www.risk-compliance-association.com/Reading_Room.htm 
 
3. Training and Certification – Become a Certified Risk and Compliance 
Management Professional (CRCMP), a Certified Information Systems Risk 
and Compliance Professional (CISRCP), a Certified Cyber (Governance 
Risk and Compliance) Professional - CC(GRC)P, and / or a Certified Risk 
and Compliance Management Professional in Insurance and Reinsurance - 
CRCMP(Re)I. 
 

 

 

 

https://www.risk-compliance-association.com/How_to_become_member.htm
https://www.risk-compliance-association.com/How_to_become_member.htm
https://www.risk-compliance-association.com/Reading_Room.htm
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Companies and organizations around the world consider the Certified Risk 
and Compliance Management Professional (CRCMP) program a preferred 
certificate. There are CRCMPs in 32 countries. You can find more about the 
demand for CRCMPs at: 
https://www.risk-compliance-association.com/CRCMP_Jobs_Careers.pdf 
 
For the Certified Risk and Compliance Management Professional (CRCMP) 
distance learning and online certification program, you may visit: 
https://www.risk-compliance-association.com/Distance_Learning_and_C
ertification.htm 
 
For the Certified Information Systems Risk and Compliance Professional 
(CISRCP) distance learning and online certification program, you may visit: 
https://www.risk-compliance-association.com/CISRCP_Distance_Learnin
g_and_Certification.htm 
 
For the Certified Cyber (Governance Risk and Compliance) Professional - 
CC(GRC)P distance learning and online certification program, you may 
visit: 
https://www.risk-compliance-association.com/CC_GRC_P_Distance_Lea
rning_and_Certification.htm 
 
For the Certified Risk and Compliance Management Professional in 
Insurance and Reinsurance - CRCMP(Re)I distance learning and online 
certification program, you may visit: 
https://www.risk-compliance-association.com/CRCMP_Re_I.htm 
 
For instructor-led training, you may contact us. We can tailor all programs 
to meet specific requirements.  

https://www.risk-compliance-association.com/CRCMP_Jobs_Careers.pdf
https://www.risk-compliance-association.com/Distance_Learning_and_Certification.htm
https://www.risk-compliance-association.com/Distance_Learning_and_Certification.htm
https://www.risk-compliance-association.com/CISRCP_Distance_Learning_and_Certification.htm
https://www.risk-compliance-association.com/CISRCP_Distance_Learning_and_Certification.htm
https://www.risk-compliance-association.com/CC_GRC_P_Distance_Learning_and_Certification.htm
https://www.risk-compliance-association.com/CC_GRC_P_Distance_Learning_and_Certification.htm
https://www.risk-compliance-association.com/CRCMP_Re_I.htm

