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WELCOME TO OUR SECOND ISSUE!

Things have picked up quite quickly here at the International Governance and 
Compliance Association (IGCA) .

We’ve had a busy first year of existence, getting to know many of our 
colleagues and establishing solid relationships with multiple organizations working 
in the GRC world .

In Issue Two, we shine a bright light on several of our members via our exclusive 
interview series and touch upon Environment, Sustainability and Governance (ESG) 
issues and how they have become a cornerstone for businesses across the globe .

Finally, we offer those newbies among us some tips on what it takes to become a 
compliance expert, set up a compliance function for your firm, and work in what’s 
becoming an even more highly regulated world .

As usual, if you’d like to contribute your own articles to our next issue, do not 
hesitate to contact us at info@igca .org and let’s do a little brainstorming .

Stay safe, healthy and always compliant!

Mateo Jarrin Cuvi
Global Manager for Partners & Media
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HOW TO BECOME A COMPLIANCE 
OR AML PROFESSIONAL

So, while looking for a career change or promotion, you have somehow fallen 
in love with the rigorous worlds of compliance and anti-money laundering 
(AML), two of the fastest growing roles in the financial services industry 

these days .

Problem is, you’re not sure how to make the transition from [insert your current 
boring role] to becoming a hotshot Chief Compliance Officer (CCO) or AML expert .

Don’t you worry . We’re here to help .

In today’s blog post, we’ll chart out a step-by-step guide on how you can boost your 
professional future by becoming either a compliance or AML professional .

We’ll try to show you what it takes to complete this shift and move on to bigger and 
better things in this trendy new world .

DEFINITIONS FIRST

Goes without saying, before even getting started on this process, you need to know 
what compliance and AML professionals do for a living .
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A Compliance Professional monitors and manages the many policies and procedures 
that are implemented by a business to make sure it remains compliant before the 
law .

This largely involves acting in an ethical or moral way, always doing the right thing, 
promoting strong corporate values, and developing a culture of compliance within 
an organization .

Compliance professionals will handle three main tasks: raising awareness, advising 
the organization on how to stay compliant, and reporting to the Board, senior 
management and relevant regulatory authorities .

The role of an AML Professional is somewhat narrower or more specific as it entails 
closely monitoring and limiting sketchy transactions or work with suspicious 
individuals or companies to protect the organization from being involved with 
money laundering .

Usually, the AML professional will report to a Compliance Officer or be a CCO 
themselves .

In terms of your career progression as part of this world, you could get started as a 
junior compliance or AML analyst or administrator and build your way to becoming 
the organization’s CCO, which sits one rank below that of the CEO and makes the 
big bucks .

YOU HAVE WHAT IT TAKES TO  
WORK IN AML & COMPLIANCE?

If you’re looking to enter this field of work, there is a set of skills that you might 
have to rely on when carrying out your professional duties .

To make things easier for you, here’s a short list with what it takes to become a 
compliance or AML professional .

 Leadership and mentorship .

 Solid communication skills, both relaying information and listening to 
what others have to say, as well as writing detailed reports .

T H E  I G C A  D I G E S T
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 Integrity or a strong moral backbone .

 Charisma and the ability to be persuasive .

 Excellent analytical skills, particularly if you’re an AML professional, and 
a capacity to interpret information in a sound, efficient and responsible 
manner .

 An ability to be strategic, meticulous and reliable .

 Being proactive rather than reactive, so decision-making is key .

 Strong problem-solving capabilities .

 Ample knowledge of all relevant regulations and the ability to keep up to 
date within a rapidly changing environment .

 Independent yet prepared to report to the CEO or the Board of Directors .

In summary, as pointed out by Investopedia, “to do this job correctly they must 
maintain a high level of integrity and serve as an example for other employees of 
the company .”

LET’S TALK AML & COMPLIANCE CERTIFICATIONS!

Now that you know what the job entails and the types of skills needed to excel, your 
next step is to educate yourself in all-things compliance or AML .

One of the better ways to do this, besides spending countless hours online learning 
on your own, is by signing up to one of the many certifications in AML or compliance 
offered by executive training organizations out there .

Of course, IGCA’s is at the top of our list .

Currently, via our two training partners LGCA and EIMF, we offer three certifications 
of note:

 Certificate in AML

 Certificate in KYC & CDD

 Certificate in Compliance

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S
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Some of the benefits offered by our internationally recognized programs include a 
one-year membership to IGCA; training, support, examination and certification, and; 
self-paced interactive learning that relies heavily on real-life case studies .

Ours are also some of the most affordable programs out in the market without 
sacrificing on quality and comprehensiveness .

Additionally, as a part of IGCA, you become a valued member of a global network 
and professional body of compliance and AML experts who receive instant updates, 
exchange ideas and concerns on their industry, and find solutions to some of the 
main challenges they face in their day-to-day work .

Having access to a wide range of professionals across the globe who share similar 
interests and tackle the same problems is primordial to your role as an active 
participant in the AML and compliance world .

Finally, soon enough IGCA will launch another set of certifications in International 
Economic Sanctions and Risk Management and a comprehensive diploma on 
Compliance and Governance . So, stay tuned .

If you’re interested in getting certified with IGCA, get in touch today at info@igca .
org . We’d be happy to help and welcome you on board .

T H E  I G C A  D I G E S T
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WHY DOES REGULATION MATTER 
IN THE FINANCIAL MARKETS?

The risk of monetary loss that can arise from many types of financial 
transactions has highlighted the need for financial markets to be subject to 
rules and codes of conduct to protect investors and the general public . The 

development of such rules and the extent to which they are enforced varies from 
country to country .

Typically, as financial markets develop and wealth increases, the sale of financial 
products increases too . 

Agreeing on standards of behaviour and providing mechanisms for dispute 
resolution is a key part of this development . These standards, rules and codes 
of conduct may be established through self-regulation under, for example, stock 
exchange membership or by means of a statutory approach where governments 
provide enabling legislation and establish statutory-based regulatory authorities . 

How self-regulation is applied is analysed in greater detail later; integrity and ethical 
behaviour are always a key part of codes of conduct but have also gained increasing 
prominence among governments, regulatory bodies and professional bodies .
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THE OBJECTIVES AND BENEFITS OF REGULATION

As financial markets have become increasingly global in nature and interdependence 
has grown, countries have generally seen a move from self-regulation to a statutory 
approach . This has facilitated international cooperation and the development of 
improved and common standards .

Another key area is where regulation has been used to restrict the ability of criminals 
and terrorists to use the financial system and aid enforcement and intelligence 
agencies to identify criminal activity . Again, this has developed from purely domestic 
initiatives to major international efforts to reduce crime related to the financial 
services . These crimes include money laundering, fraud and tax evasion .

For the population of any country to benefit from the development of financial 
markets, systems and the investment opportunities that follow, they need to be 
aware of and understand what the markets offer, the risks they may face, and the 
rewards available .

To summarise, the objectives and benefits of regulation can be viewed as:

 Strengthening confidence and trust in the financial markets, systems and 
products .

 Establishing the environment to encourage economic development and 
wealth creation .

 Reducing the risk of market and system failures, along with the economic 
consequences of such failures .

 Better protecting consumers, giving them the reassurance they need to 
save and invest .

 Reducing financial crime through a financial system that is not an ‘easy 
target’ for criminals to exploit crime .

In most countries, the objectives noted above are achieved through a combination 
of law and regulation .

Law refers to legislation, which has the potential to result in criminal sanctions . In 
the financial services, legislation often provides the structural framework for the 
industry itself or the products it offers .

T H E  I G C A  D I G E S T
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International laws also cover areas such as the prevention of money laundering 
and terrorist financing and may extend to international tax laws that are relevant 
to the structuring of banking or other financial products or customer advice .

In addition, laws consist of rules and standards generally covering matters such as:

 Observing proper standards of market conduct .

 Managing conflicts of interest .

 Treating customers fairly .

 Ensuring the suitability of customer advice .

The regulatory framework, therefore, has various sources, including:

 Primary legislation .

 Rules and standards issued by legislators and supervisors .

 Market conventions .

 Codes of practice promoted by industry associations or professional 
bodies .

 Internal codes of conduct applicable to the staff members of financial 
institutions . Industry and internal codes are likely to go beyond what is 
legally binding and embrace broader standards of integrity and ethical 
conduct .

When drafting regulation, a regulator needs to decide whether its rules will 
stipulate the minutiae of how a firm must act (e .g ., prescribing what checks should 
be established, and how frequently they should be performed), or instead focus on 
the outcomes that the firm’s behaviour and activity should deliver . A high degree of 
prescription produces a rules-based approach based on very detailed statements 
of what firms and individuals should do in order to comply .

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S
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RULES-BASED VS. PRINCIPLES-BASED 
APPROACHES TO REGULATION

Rules-based regulation can, therefore, be inflexible as it demands strict adherence 
to precise rules . Each topic must either be right or wrong, with little grey area 
accommodated .

As a result, a rules-based approach must be sufficiently detailed to always provide a 
reliable distinction between right and wrong . As markets have evolved, particularly 
with the increase in technology and the range of products and assets that can be 
created for use by customers, the ability of a regulator to maintain and communicate 
a comprehensive rules-based model comes under significant strain . The wider and 
more complicated the market becomes, the more rules the regulator must write to 
cover the evolving business activities .

In contrast to a rules-based system, a principles-based approach draws out the 
types of behaviours that a firm and its management should display, and the types 
of outcomes that should be achieved . 

Rather than prescribing a particular process, a principles-based approach to 
financial regulation is one that is designed to act as a fundamental source of 
guidance on how firms and individuals must act . 

Principles will be set at a high level, setting expectations of behaviour and leaving 
it to the firm or individual to decide how, and to what extent, they must meet these 
principles . The difficulty of such an approach for regulators is ensuring that firms 
apply consistent interpretations to their implementation of the principles .

Some firms and compliance officers prefer a rules-based approach because of the 
certainty of knowing exactly what is expected of them and take comfort from the 
fact that by following the rules strictly they cannot be challenged or criticised . 

Others prefer a principles-based approach because this can provide scope for 
innovation and freedom to develop services and business models, albeit their 
actions must still be consistent with the principles .

The success of a principles-based approach will depend upon firms and individuals 
making the right choices and doing the right thing .

T H E  I G C A  D I G E S T
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SELF-REGULATION

Self-regulation exists where groups or industries mutually agree the rules that 
will govern their own collective behaviours, aside from any laws or regulations 
established by governments or instituted bodies . 

While self-regulation measures must operate within the parameters of national laws, 
strong self-regulation can reduce the need for, or extent of, state regulation . In the 
financial services industry, self-regulation (typically involving a unique combination 
of private interests with government oversight) has delivered an effective and 
efficient form of regulation for the complex and dynamic environment .

As stated in a report by the International Organization of Securities Commissions 
(IOSCO) on Objectives and Principles of Securities Regulation: “Self-Regulatory 
Organisations (SROs) can be a valuable component to the regulator in achieving 
the objectives of securities regulation” .

The adoption of self-regulation differs from country to country, across market sectors, 
and across the developed and emerging markets . Where its role is significant, it 
almost invariably derives from a long track record of responsible behaviour, under the 
oversight of statutory regulators . That relationship has permitted SROs to contribute 
to the quality of regulation and to the content of policy in the public interest .

The broad objectives of self-regulation in financial markets are the same as those 
identified for government regulation in the IOSCO Objectives and Principles of 
Securities Regulation:

 To preserve market integrity (fair, efficient and transparent markets) .

 To preserve financial integrity (reduce systemic risk) .

 To protect investors .

Many different forms of self-regulation currently exist for financial markets to 
achieve these objectives . There are, for example:

 Industry SROs .

 Exchange self-regulatory frameworks .

 Private associations .

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S
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All of these define and encourage adherence to standards of best practice among 
their participants .

Self-regulation typically focuses on oversight of the market itself, qualification 
standards for market intermediation, and oversight of the business conduct of 
intermediaries, including their relationship with their client market-users . A single 
SRO may be responsible for all of these tasks, or they may be divided or shared 
among SROs within a given country or market sector .

Some approaches may be applied purely within the organisation . An example can be 
ethical-based finance . A firm may hold strong principles that guide its investment 
policies (e .g ., avoidance of sectors such as weaponry or tobacco) . Those investing 
on behalf of churches or other religious institutions will often have ethics-based 
requirements . A firm might also choose to market itself according to ethical positions . 
While there may be no specific independent party overseeing such practices, a firm 
that takes a public moral position must ensure its reputation is secure .

The elements which contribute to an effective self-regulatory model include:

 Industry specialised knowledge: Important given the increasing 
complexity of markets and products .

 Industry motivation: Business incentive to operate a fair, financially sound 
and competitive marketplace . Reputation and competition are powerful 
motivating forces for sustained proper behaviour .

 Contractual relationship: This can go beyond national boundaries and 
require ethical standards that go beyond government regulations .

 Transparency and accountability: An SRO’s compliance programme 
should be transparent and accountable to ensure that SROs follow 
professional standards of behaviour on matters including confidentiality 
and procedural fairness .

 Flexible SRO compliance programmes: A product of the experience and 
expertise of self-regulatory bodies is their ability to modify their rules 
in response to changes taking place in the industry more readily than 
government agencies .

 Coordination and sharing information: Coordination and information 
sharing must be a priority within the market in order to address cross-

T H E  I G C A  D I G E S T
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market issues . A coordinated approach is a necessity to address potential 
market abuse or systemic risk concerns that may impact more than one 
market .

Finally, an integral component of many SRO compliance programmes is the 
development of guidebooks and other educational materials to help their members 
meet their regulatory responsibilities .

An example of self-regulation is the use of the ISDA Master Agreement . The 
International Swaps and Derivatives Association, Inc ., (ISDA) is a membership 
association established in 1985 with the aim to foster safe and efficient derivatives 
markets to facilitate effective risk management for all users of derivative products .

Members of ISDA agree to use the ISDA Master Agreement and associated 
documentation as a basis for derivative transactions . An example of how its 
members benefit from agreeing to use the ISDA Master Agreement is its netting 
provisions, which enable firms to net their exposures with each other . As a result, 
the transactions are treated as a single legal whole with a single net value .

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S
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COMPLIANCE CHALLENGES, 
ESG & COVID-19: AN INTERVIEW 
WITH MICHAEL FLOROS

WHAT ARE SOME OF THE MAIN COMPLIANCE 
CHALLENGES YOU’RE CURRENTLY FACING  
AND WHAT IS REQUIRED FOR A COMPANY IN  
YOUR SECTOR TO OVERCOME THESE?

M ichael Floros (MF): Investment services 
operations and compliance functions 
have changed drastically during the 

last few years due to the increased use of online 
services and the associated automation .

Banking, investments and financial operations are 
not the same anymore . Every participant should 
be able to adjust their operations to manage 
and control the increased reporting obligations 
and business needs . This has grown in importance since the implementation of 
MiFID and PSD regulatory frameworks requires a lot of resources, new systems, risk 
controls and co-operation between the Compliance, Risk, Dealing, Accounting, Sales 
and Back Office/Support departments .

15



Retail investors in CFDs trading enjoy a more protective environment . The 
introduction of the negative balance protection rule to prevent traders from losing 
more money than they invested, the margin closeout rule on a per account basis, 
the standardised risk warnings, and the lower leverage limits per asset class have 
significantly limited the clients’ trading risk .

In LegacyFX, the compliance focus stands next to the integration of the company’s 
operations with a more automated and reliable interactive environment for clients, 
able to reduce the compliance workload and meet the regulatory requirements in 
a new digital world .

It should be noted also that LegacyFx, from the start of its operations in Cyprus in 2017, 
introduced a corporate culture of good governance practices that is passed from the 
shareholders and the management to all group entities . In 2019, the Vanuatu and Belarus 
entities started their operations, and in 2020 in South Africa . Every person working in the 
group is responsible to follow a professional standards behaviour focused on a long-
term trustful relationship with the clients . This culture significantly reduces the burden 
for compliance and minimises the workload from a business operations point of view .

MORE SPECIFICALLY, HOW HAS THE COVID-19  
PANDEMIC AFFECTED THE WAY YOU CARRY OUT 
THE RISK MANAGEMENT AND COMPLIANCE 
FUNCTIONS FOR YOUR COMPANY?

MF: COVID-19 adjustments in systems and processes in risk management, compliance 
and working from home helped companies in the investments sector check their 
online services in a crash test environment and further improve and automate them .

Increased volatility in the foreign exchange and stock markets, especially at the first 
months of the pandemic last year, led to a more risky but attractive environment 
for CFDs trading . New clients have been added since more than half of the world’s 
population stayed at home .

Trading and security systems faced increased pressure and hackers tried to take 
advantage of the working remotely business environment, but companies were 
on continuous alert, repeatedly checking the consequences of the new COVID-19 

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S
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business environment, introducing risk and security adjustments where needed, while 
supervisory authorities in Europe made continuous surveys of the investment firms .

ANY THOUGHTS ON ESG AND ITS IMPORTANCE 
TO COMPANIES MOVING INTO THE FUTURE? 

MF: At the 2020 Annual Risk Report of the World Economic Forum (WEF), the top five 
threats in terms of Likelihood were environmental, and the top four of five threats 
in terms of Impact were both social and environmental in nature . No one corporate 
can ignore ESG .

Corporate sensitivity to Environmental, Social, and Governance (ESG) standards is 
critical to lead the future and maximises enterprise value over the long term .

In the investments industry more than a decade ago, mutual funds and indices 
were created to follow stocks/companies with a high ESG footprint . CFDs on ESG-
related financial instruments are not an exception and have been already present 
in trading platforms .

ANY INSIDER TIPS ON HOW TO EFFECTIVELY DEAL 
WITH REGULATORY AUTHORITIES THROUGHOUT 
THE WORLD? HOW DO THESE RELATIONSHIPS 
DIFFER FROM LOCATION TO LOCATION?

MF: LegacyFX Group’s worldwide business can easily be subject to half a dozen 
compliance regimes and the workload of the compliance managers can be extremely 
high and complicated .

MiFID and USA regulatory frameworks helped a lot to unify the investments 
compliance standards . However, every country comes up with local standards and 
limitations, while laws change constantly .

A common and clear corporate compliance culture with unified standards is needed 
across all companies of a group to be able to control similar internal procedures 
and guidelines . This is the most effective way to deal with different regulatory 
authorities throughout the world .

T H E  I G C A  D I G E S T
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Tips to deal with regulatory authorities:

1 Mutual respect and co-operation are the keys for a successful relationship 
with regulatory authorities . A supervisory authority is not an outsider; it is 
a part of your ecosystem . You must always find a way to understand their 
limits, co-operate and deal with them, and maximize the effectiveness of 
the business services you provide .

2 Regulators want to always deal with companies that respect the regulatory 
framework and the deadlines of the reporting obligations . Be clear, be 
simple and make the regulators feel comfortable that you are not going to 
surprise them negatively .

3 There are always red lines of every law that you must respect .

4 Look not only at the limitations of the law, but also at the spirit of the law .

5 Regulators have introduced the self-regulatory measures to make 
companies increase their self-control mechanisms .

6 Every business firm needs to be proactive keeping tabs on all upcoming 
regulatory changes, which will affect the business and industry they 
operate in .

HAVE YOU INCORPORATED ANY  
TECHNOLOGICAL SOLUTIONS TO HELP YOU 
WITH YOUR COMPLIANCE OBLIGATIONS? HOW 
HAS THAT WORKED OUT FOR YOU SO FAR? 

MF: To always stay competitive, technological developments are continuous in 
companies operating in a global environment .

LegacyFX has upgraded its trading platform in recent years, ensuring the company’s 
technological evolution and the growing needs of retail and professional client . 
We have also recently introduced a more automated KYC software to significantly 
reduce the client’s identification process .

Compliance systems have been also updated to incorporate more automated 
procedures to meet easier deadlines in compliance obligations .

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S
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ANY TIPS ON HOW TO BEST DEVELOP A BUSINESS 
IN THE CFDS TRADING INDUSTRY? 

MF: Automated and interactive services will lead the investments and the CFDs 
trading industry forward . However, innovation and marketing are always welcomed 
in products and services offered to clients .

Long lasting brand names have a better positioning in the market as a safe and 
reliable place for clients .

IS THERE ANYTHING ELSE YOU WOULD 
LIKE TO SHARE WITH OUR NETWORK? 

MF: Have always in mind that the majority of investors love risk!

Michael Floros has twenty-five years managerial experience in investment firms, investment 
banks and the Athens Stock Exchange, dealing with Business Development, Operations, 
Compliance, Equities/Derivatives Trading, Equities’ Market Making, Equities’ Research and 
close co-operation with Supervisory Authorities. He holds an MBA from the ALBA Graduate 
Business School in Athens in 1993 and a Highest Honours B.Sc. in Economics/Business 
Administration from the Aristotle University of Thessaloniki in 1991.

Michael started as an Equities Analyst setting up a Research Department in 1995 for G.A. 
Pervanas Securities and then continued at ASYK, a subsidiary of the Athens Stock Exchange 
(ASE), as Head of Capital Markets, where he supported the automation of the ASE, being 
responsible for working with FTSE International to set up and manage the first FTSE Index 
in a local market. In 2000, he moved to Egnatia Finance as the New Business Development 
Manager to set up a subsidiary in Cyprus dealing with Margin Accounts and Market Making 
operations and participate in the IT Committee of the European Securities Network. Starting 
in 2005, he then served in Proton Bank Group as a Deputy Director of the Securities Division, 
contributing to the merger with Proton Investment Bank and Omega Bank, the IPO in the 
Athens Exchange, and the management of both institutional and retail client operations. He 
then moved to Cyprus in 2014 to be Managing Director of Solidus Securities Cyprus.

In 2017, he started working in the CFDs trading sector as the Executive Manager of the A.N. 
ALLNEW INVESTMENTS to be part of LegacyFX’s worldwide operations development .

T H E  I G C A  D I G E S T
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WHAT IS ESG & WHY IT’S IMPORTANT

Environmental, Social and Corporate Governance, better known as ESG, has 
been making quite a splash in the business world these days .

Investment in ESG by companies in a wide array of industries has been on 
the rise in recent years, particularly following the emergence of COVID-19 pandemic, 
event that has shone a spotlight on the growing connection between sustainable 
development and financial results .

Investors, customers and other interested parties have shown growing interest in 
ESG-related issues, pushing companies to pay greater attention to many 21st century 
topics that might not have been on their radar years ago .

In a few words, ESG refers to those metrics for assets within an institution that are 
intangible and non-financial in nature .

As its name implies, it is composed by three overarching themes: the environment, 
society and corporate governance . In other words, issues related to social 
responsibility and sustainability .

Companies will report or disclose data on what they are doing in each of these 
categories for the benefit of their stakeholders and customers . Many of these figures 

20



have been incorporated into the company’s annual report and are presented to 
investors, customers and the general public on a yearly basis .

In many cases, ESG issues fall into all three categories . Sometimes, it may be difficult 
to assign one category to a particular issue as it may spill into one or the other .

Environmental issues relate to the preservation of the natural world and how 
companies manage the impact they have on the environment . This category may 
include things such as climate change, CO2 emissions, air and water pollution, 
biodiversity, deforestation, using energy and water in an efficient manner, and 
managing waste properly .

Social issues have to do with individuals, their quality of life and relationships and 
how a company builds its people and overall culture . This category covers customer 
satisfaction, data protection, privacy, gender equality, diversity in the workplace, 
social responsibility, human rights, interaction with the community and strong 
labour standards, to list a few .

Finally, Corporate Governance deals with boardroom issues and what it requires to 
run a company from the top . It will incorporate items such as board composition, 
bribery and corruption, lobbying, whistleblowing, contributions to political 
campaigns, and compensating company executives, among others .

So why should a company focus on ESG? What are the benefits to be drawn from 
investing in ESG?

HELPS WITH BRANDING

One of the most obvious benefits from investing in ESG comes in the shape of 
branding and how society views your company .

Companies who take care of their employees, promote diversity and gender equality 
in the workplace, protect the environment and give back to their local community 
draw greater attention to their services and products .
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Investors who have a great concern for these issues and customers who want to 
deal with companies that care about them, the world and its future are more likely 
to spend their money in companies that have a strong ESG program in place .

Similarly, by focusing on these issues in a proactive manner, companies can avoid 
difficult challenges posed by activists who may be looking for a greater commitment 
towards the environment, gender equality and diversity in the workplace, LGBTQ 
issues, you name it .

Finally, companies that make ESG a priority are more likely to appeal to and keep 
the most talented employees . Fact is people want to work for a company that cares 
for them, their surroundings, their community and the environment . Setting up a 
strong ESG framework can build plenty of loyalty among employees .

Jim Hoff, senior partner at Aon, summarizes this last point nicely: “Effective and 
visible ESG practices are increasingly important to an employer’s brand . The best 
people seek out employers with demonstrated resilience and sustainability as key 
components of the employment value proposition .”

BUILDS A STRONG INFRASTRUCTURE

COVID-19 has rocked the foundations of life as we know it, both for individuals and 
companies .

As a result, more companies have been investing in ESG programs with sight to the 
future .

According to Ernst & Young, “strong ESG programs may help buffer the impacts 
of the current crisis, hasten recovery, spur innovation needed to navigate a “new 
normal” and reduce risks to additional crises in the future .”

Meredith Jones, a partner and global ESG practice lead at AON, concurs with the Big 
Four .

“There are more than 2,000 studies that show that companies with strong ESG 
practices – meaning that companies identify, address and mitigate these risks 
successfully – produce better corporate financial performance,” she says .
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Furthermore, she adds, “Looking at historic bankruptcy and stock volatility data, 
there is also strong evidence that those firms may also be more resilient .” 

BOOSTS A COMPANY’S VALUE

According to Sphera, a company offering ESG software, data and consulting solutions, 
investing in ESG is beneficial to the long-term growth of a firm .

For instance, Sphera explains that “private investors have realized that investing in 
companies with a robust and convincing ESG strategy positively affects ROI, reduces 
lending and revenue risks .”

Furthermore, how a company performs in terms of ESG “[shows] investors a 
company’s efforts to mitigate risks and generate sustainable long-term financial 
returns .”

Finally, analysis has demonstrated that companies “that have successfully 
implemented sustainability and ESG strategies tend to outperform the other top 
global companies .”

Similarly, Betsy Atkins, President and Chief Executive Officer at Baja Corp, a venture 
capital firm, suggests that a strong ESG framework can build greater stock value .

In an opinion piece for NASDAQ, Atkins writes: “Investment research and consulting 
firms like Sustainanalytics and MSCIhave developed indices that measure and rank 
companies based upon ESG criteria relative to their industry peers . The investment 
funds and ETFs that benchmark these indices are raising trillions of dollars to be 
deployed toward companies that execute sound ESG policies; these are long-term 
oriented shareholders that can potentially fuel demand for your stock .”
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THREE BIG CHALLENGES IN ESG 
INTEGRATION INVESTING

Interest in environmental, social, and governance (ESG) investing has been 
growing rapidly in recent years . This accelerated interest is a direct response to a 
rise in global business risk, coupled with a greater demand among investors for 

environmentally sound, socially conscious, and sustainable business investment 
opportunities .

The trend towards ESG investing may be a welcomed bright spot for the financial 
services industry that tends to prioritize earnings over values . 

However, there are several fundamental challenges banks and investment firms 
face when serving ESG investing opportunities to their clients . These challenges 
deserve significant consideration and planning in order to fulfil investment goals 
and remain compliant with ESG regulations .

UNDERSTANDING ESG INVESTING

Before we can get into the challenges of ESG investing, we need a little perspective .

ESG stands for three core sets of criteria:
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Environmental: How committed a company is to preserving and conserving natural 
resources .

Social: How committed a company is to building positive relationships with 
employees, suppliers, customers, and the communities where it operates .

Governance: How a company approaches leadership, executive compensation, 
internal controls, audits and shareholder rights .

These ESG criteria have two main functions:

On the one hand, banks and investment professionals are using ESG standards as 
a business risk assessment . In this case, ESG is employed to test the fitness of a 
business in an increasingly uncertain world . A wide range of global challenges are 
putting business resources, operations, and reputations at risk . These challenges 
include climate change, environmental degradation, increasing regulatory 
requirements, economic uncertainty, and demographic shifts, as well as threats to 
data privacy and security . All these challenges can derail an unprepared business 
and its operations, and this translates into greater risk for investors .

On the other hand, socially conscious investors use ESG criteria to screen potential 
investments in search of companies that share the same values or mission that 
they do . Many younger investors want to invest specifically in companies that are 
committed to environmental, social, and operational responsibility .

Given the above, there are three fundamental challenges to integrating ESG with 
investment decision making . 

KEEPING UP WITH ESG REGULATORY CHANGES

Regulatory bodies have been working to achieve a global standard definition of 
“environmental,” “social,” and “governance .” 

With that standardization comes a fresh wave of regulations and compliance 
requirements . For instance, you cannot just label any business as “sustainable” 
or “green” because your institution or firm unilaterally decided so . To avoid 
“greenwashing” practices (i .e ., the process of conveying a false impression or 
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providing misleading information about how a company’s products are more 
environmentally sound), a company needs to meet strict requirements as set out 
by the European Commission .

Additionally, the European Commission recently announced amendments to MiFID 
II that are of great relevance and importance . Under these amendments, financial 
institutions and investment firms will be obligated to make a sustainability 
assessment for each client to help ensure that the business accurately meets the 
desired level of sustainability .

SETTING INTERNAL ESG INVESTING 
STANDARDS AND GOALS

ESG investing means different things to different institutions and financial 
professionals . 

Specific client segments will also have specific needs and preferences . The definition 
of environmental, social and governance will thus vary to some extent between 
one financial institution or firm and another . It may additionally vary within the 
institution itself depending on the targeted investors .

Banks and investment firms will need to conduct a thorough audit and risk 
assessment to determine ESG investment goals . These institutions must also 
establish the criteria that will be used in order to ensure portfolios and the 
investments included therein meet the stated goals . For instance, how will the 
institution balance improving its ESG credentials with the management of factors, 
such as credit risk, cost reduction and consolidation .

GETTING RELIABLE DATA

ESG analysis has been growing in importance as part of the ESG investment process . 

Each company and industry have their own specific ESG risks and opportunities . 
During due diligence processes, the use of ESG criteria is a way to evaluate potential 
operational, reputational, or regulatory risks . This can only happen, however, when 
there is access to accurate, reliable and relevant ESG data .
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One of the biggest challenges for investors is that this information takes on many 
forms and requires an assortment of sources that must be continually updated . 
Examples include a business’ financial data, operational and organizational data, 
environmental impact metrics, and market data . These metrics just scratch the 
surface of the amount of data that is being handled .

In short, ESG investing represents a good opportunity for financial institutions 
and investment firms to reduce investment risk, while simultaneously catering to 
values-driven investors and promoting higher ethical standards . 

While there are certainly challenges to ESG investment integration that need to be 
addressed, the long-term benefits of ESG will touch both the companies and the 
wider society, certainly outweighing the costs to be incurred .
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CAN EUROPE ESTABLISH A  
GREEN MODEL OF CAPITALISM?

The financial and Covid-19 crises have illustrated the need for a green model 
of capitalism . The implementation of this new model will be vital for ensuring 
a sustainable future .

In little more than ten years, capitalism has been hit by two major global crises 
that have had catastrophic ramifications for the global economy and society, while 
inequality, according to Dr . Thomas Piketty (2018), is projected to further increase 
in the future .

The first global crisis was a financial one, reflecting the limitations of a liberal model 
of capitalism and a loosely regulated financial system that enabled for endogenous 
deficiencies and greed to capture a system that could only survive if the taxpayers 
covered for the losses of private corporations . 

Then, not long before the dust of the financial crisis had started to settle, a second 
disastrous crisis took hold because of the COVID-19 pandemic, highlighting the 
need for strong, adequately funded, public health sectors . 

Though at first sight the ongoing health calamity seems to be the result of 
exogenous factors that could not have been foreseen and prevented, the stark 
reality is different . 
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Environmental groups, such as Greenpeace, note that the pandemic is of ‘our 
own-making’ and highlight that it should serve as a wake-up call for humanity, 
emphasising that environmental degradation will only lead to more environmental 
crises . 

Along the same lines, Harvard scholar Aaron Bernstein noted that climate change 
has already made conditions more favourable to the spread of some infectious 
diseases and combating climate change can only be a one-way road . 

Considering these developments, one cannot but stress the shortcomings of the 
predominant market model of capitalism and its lukewarm stance on environmental 
degradation .

Nevertheless, proposing the complete abolition of capitalism is yet a far-fetched 
alternative . 

Even ‘radical’ politicians choose to focus their criticism on what they see as its key 
excesses and vouch to ‘humanise’ and redesign the system in a way that growth and 
prosperity no longer solely benefit the rich . 

However, is it valid to refer to more than one model of capitalism and pursue 
alternative models?

Hall and Soskice (2001), in their seminal study ‘Varieties of Capitalism’, while 
recognising the globalisation/liberalisation pressures on economic systems, 
propose two distinct varieties of capitalism: Liberal Market Economies (LMEs) and 
Coordinated Market Economies (CMEs) .

The former model is identified with neoliberal policies and the free functioning of the 
markets . Key examples include anglophone countries such as the US and the UK .  The 
latter model is more linked to social democracy and is less reliant on market forces . 
A key CME example is Germany . Importantly, the two academics acknowledge the 
possibility of diversity within the CME model, and, in fact, other alternative models of 
capitalism have been suggested in later years, focusing on a more intrusive role for 
the state in the economy (Mixed or State-Influenced Market Economies) .

Given that different varieties of capitalism do exist (both at the theoretical and 
practical level), the overarching challenge for national governments is, based on 

T H E  I G C A  D I G E S T

29



country-specific characteristics, to identify and promote a model that achieves 
sustainable growth, stimulates innovation, and combats inequality . Moreover, it will 
be an even greater achievement if the EU succeeds in enabling such a progressive 
model of capitalism .

The withdrawal of the UK from the European Union allows the remaining EU 
countries to better promote sustainable growth, drawing from the CME traditions . 
This model should rest on the efficient coordination of the relevant economic 
actors, allow state agencies to carry out a supervisory and regulatory role in a 
transparent manner, and develop within the framework of the EU’s novel Green 
Deal that strives to make Europe the first climate-neutral continent, while serving 
as a roadmap for future EU policies . Importantly, the Green Deal is considered a 
priority for the incumbent Commission President Ursula von der Leyen who has 
described it as “Europe’s man on the moon moment” .

Already several European countries share some key CME-related institutional 
characteristics whereby: 

 Employers and employees engage in more long-term relationships that 
involve investment in vocational training and the acquiring of relevant 
skills by employees . 

 Firms depend on more ‘patient’ sources of capital .

 Companies in the same industry enjoy some degree of cooperation . 

 Employees have a strong presence through unions that share a sense of 
ownership and productively contribute to the firm’s growth . 

The challenge for the EU is through the Green Deal to further strengthen key 
institutional complementarities and develop a more sustainable modus operandi . 
Accordingly, key spheres of the economy will feed on each other and allow for 
overall growth and prosperity . 

For example:

 Vocational training: Emphasis needs to be placed on equipping labour 
with the relevant skills to transition into sustainable economic sectors 
where necessary (the Just Transition Mechanism could also assist in this) .

G R C  I N S I G H T S  AT  YO U R  F I N G E R T I P S

30



 Inter-firm, inter-regional, inter-industry collaboration: There needs to 
be collaboration between different firms, cutting across industries and 
countries . For example, research funding needs to bridge the gap between 
industry and academia and, crucially, encourage cooperation between 
firms and universities from different industries and geographical locations 
with the common aim of promoting green growth . Horizon Europe (EU’s 
key funding programme for research and innovation), but also COSME (an 
important tool for small and medium-sized enterprises (SMEs), assist in 
this cause .

 Corporate governance: Importantly, the primacy of shareholders cannot 
sideline a broader stakeholder approach . Corporations need to shift 
towards ‘green’ or ‘sustainable’ finance whereby investments aim for a 
more sustainable economy through the integration of Environmental, 
Social or Governance (ESG) criteria into financial services .

 Industrial relations: The determination of wages and working conditions 
requires the participation of the workforce, offering fair remuneration at 
all levels . Employees must overall be treated with dignity and respect .

 Regulatory/supervisory agencies: The rigid regulatory framework 
established post-financial crisis needs to be continuously adjusted to 
allow the relevant agencies to have a key role in overseeing the transition 
to green finance and sustainable growth .

Additionally, in any attempt to redefine capitalism, strong, accountable and 
transparent governance is vital . 

Harvard Professor Nadia Henderson (2020) rightly notes in her book ‘Reimagining 
Capitalism’ that rebuilding and strengthening democracy is vital for a sustainable 
system that serves the many and not the few . Strong independent institutions that 
check the executive and hinder the capturing of political elites by business interests 
are vital to this cause .  For the EU specifically, tackling the democratic deficit also 
needs to be dealt with effectively .

Overall, the EU has already taken tangible steps towards redesigning its growth 
model . The regulations stemming from the Green Deal seek to cover many of the 
aspects mentioned above, but nothing can be taken for granted as the challenge is 
colossal . 
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The coming years will be critical in determining how deep the EU and the member 
states are willing to go in investing money and resources for this strategic goal, while 
at the same time keeping the European civil society engaged through democratic 
reforms . 

Already, the strengthening of the Greens/European Free Alliance in the European 
Parliament, where many progressive parties identify with the vision of a green 
economy, show that people are rallying around this cause . This momentum needs 
to be further strengthened in order to secure that the EU succeeds as a pioneer in 
promoting Green Capitalism and sustainability .
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EU TO LAUNCH JOINT 
CYBERSECURITY TASK FORCE

The European Union is currently working on setting up a region-wide 
cybersecurity team to combat the growing threat posed by cyber-attacks .

The plan, which is currently under discussion by the European Commission, 
aims to launch a Joint Cyber Unit that would allow EU members afflicted by cyber-
attacks to receive help from other Member States and a rapid response unit 
equipped to move in immediately to ward off the cyber crooks .

As explained by Astrea’s Steven De Schrijver and Jan van Loon in an article for 
Mondaq, European authorities are “concerned with the fact there is no structured 
mechanism yet to facilitate cooperation between Member States and the EU 
cybersecurity institutions, which would be crucial in case of a major cyberattack .”

According to Politico, this scheme lays the foundation for “a platform for cybercrime 
police, cyber agencies, diplomats, military services and cybersecurity firms to 
coordinate responses and share resources .”

In the spirit of the many regulations out there requiring for the exchange of 
information, this cybersecurity team would also develop threat reports and 
response plans and manage the exchange of information between regulators and 
private cybersecurity companies .
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Since 2019, several attempts to assemble this Joint Cyber Unit have been made to 
little avail .

EU member states have full control over their own security issues, and it has been 
difficult to convince them to team up with others .

However, the slate of cyber-attacks that have rocked the region during the past 
couple of years, particularly in the overstretched healthcare sector, have pushed EU 
countries to seek alternative ways of combatting cybercrime .

New challenges have been posed by an increase in the number of interconnected 
electronic devices, the widespread installation of 5G networks, and repeated attacks 
taking advantage of the chaos wrought by the COVID-19 pandemic .

As a result, pressure has been mounting on the EU to do something to quell these 
attacks .

Green MEP Rasmus Anderson said during a recent European Parliament session, 
“Cybersecurity is one of the major challenges we are currently facing in security 
policy .”

Likewise, Seán Kelly, also an MEP, said, “the pandemic has accelerated the shift 
towards digitalization,” which in turn has led to “a significant rise in cybercrime, as 
criminals take advantage of the massive shift towards remote work .”

The European Commission expects the Joint Cyber Unit to be up and running by 
2022 and to incorporate Europe’s private cyber security sector by some time in 2023 . 
The plan is for the unit to be led by the European Union Agency for Cybersecurity 
(ENISA) and have offices in Brussels .

While this is a “recommendation” at this stage, the hope is most EU Member States 
will take up this offer .

The cyber security industry welcomed this news .

Raghu Nandakumara, the field CTO at Illumio, an American business data centre 
and cloud computing security company with offices in the UK, believes this is a step 
in the right direction .
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“Cyber security is always most effective when there is healthy collaboration between 
groups, and in that light the formation of the Joint Cyber Unit by the European 
Commission is very welcome,” Nandakumara said .

“It’s a logical progression from the 2016 NIS Directive which required individual 
member states to be appropriately equipped, facilitated strategic cooperation and 
information exchange, and imbibed a culture of security in sectors critical to the 
economy and security .”
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EU TO SET UP AN AML AGENCY

In the same spirit as the cybersecurity task force that is in the works, the European 
Commission has announced it plans to launch the Anti-Money Laundering 
Authority (AMLA) with the purpose of tightening up regulations pertaining to 

AML and combat the financing of terrorism .

Mairead McGuinnes, who serves as EU commissioner for financial stability, financial 
services and the Capital Markets Union, said, “Behind the story of dirty money are 
terrible crimes which are awful for citizens, within society, families and communities .”

With this in mind, she added, “Tackling money laundering is tackling crime at its 
very heart . In essence, we have looked at where the gaps are in our regulatory 
framework, and we have said: enough is enough .”

“It’s no longer enough for member states to do separately what they are doing (to 
fight money laundering) . We need active supervision and coordination,” McGuinness 
concluded .

Dirty money scandals have rocked the region in recent years, involving banking 
institutions in Sweden, Denmark, Finland and many of the Baltic states via which 
wealthy Russians have laundered their money .
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In one of the more recent cases, Danish Danske Bank is being investigated in 
Estonia, Denmark, the USA, the UK and France for facilitating the laundering of $230 
billion by rich Russians .

According to the plans laid out by the European Commission, AMLA, which should be 
up and running in 2024 somewhere in Europe, will be staffed with 250 employees by 
2026 and fully equipped to monitor cross-border financial activities within the EU 
and hand out fines of up to 10 million Euros or 10% of a company’s annual revenue .

Similarly, the agency will pay closer attention to Bitcoin and other cryptocurrencies, 
vehicles used by criminal gangs and terrorists to move money around and fund 
their criminal activities .

AMLA should cost about 45 .6 million Euros to set up and operate and would serve 
the role currently in the hands of the European Banking Authority (EBA), which has 
been acting as a coordinator of sorts between Member States and the enforcement 
of current AML rules .

Now the plan must appear before the European Parliament to be fine-tuned and 
ultimately approved by the EU’s 27 Member States .

Interested parties have welcomed this initiative and its effort to take on financial 
crime .

Joseph Delhaye, who leads the European Savings and Retail Banking Group’s 
(ESBG) legal and retail committee, said, “The consistent and integrated EU-wide 
supervision and the risk-based approach of the new regulations are steps in the 
right direction,” adding that “ESBG members are fully committed to continue fighting 
money laundering and believe that a clear and practical regulation will be key to 
make these efforts most effective .”

Despite this positive outlook, other analysts have suggested this might not be 
enough unless the foundations to combat money laundering and financial terrorism 
are strengthened .

In an op-ed for the Financial Times, Karel Lannoo, CEO of the Centre for European 
Policy Studies in Brussels, writes: “The commission’s plan includes legal and 
regulatory initiatives as well as a single AML agency . However, fundamentally new 
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methods are required to detect money laundering . They should consist of a truly 
risk-based regulatory framework and enhanced co-operation between financial 
and non-financial supervisors, financial intelligence units and judicial authorities . 
To detect suspicious cases, co-operation needs to be developed within the private 
sector, and between the private and public sectors . Ample use of technology can 
be made, while respecting data privacy, areas of competence and free competition .”

Europol, Europe’s police agency, reports that suspicious financial activities amount 
to 1% of the region’s 13 trillion Euros in GDP .
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HOW TO USE INTERVIEWS TO 
PROMOTE YOUR BUSINESS

What are some of the main advantages of opening up in an interview 
setting, talking about your business, and sharing your opinions and 
passions with the public?

As it’s tradition by now, here’s another IGCA listicle covering some of the top reasons 
why you should participate in interviews .

ALLOWS YOU TO TELL YOUR TALE

We all have a story to tell . As professionals, leaders, business enthusiasts, managers, 
executives, the list goes on and on .

An interview is a great way of getting your story out there for everyone to see .

It introduces you to an extensive group of readers or viewers who might not have 
known who you are or for whom your purpose as a business was not entirely clear .

Building a strong story around your business and presenting it to others via an 
interview also brings you exposure and acts as a marketing tool to engage others 
in what you excel at .
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It also allows you to formulate your own answers, tackle challenging questions, and 
generally drive the discussion in a direction that favours you and your work .

Plus, as explained by Ben M . Roberts, a personal branding expert, “Interviews give 
a human voice and face to your brand, quite literally,” as “there is no hiding behind 
faceless blog posts, with neutral business language .”

Interviews are “a messaging platform, not a selling one,” he concludes .

GROWS YOUR CREDIBILITY AND AUTHORITY

Interviews also allow you to establish your position as a credible source and 
authority in your field .

By methodically answering questions, even those challenging ones, you can set 
yourself up before others as someone who knows what they are talking about .

Whether it’s in banking, cryptocurrencies, corporate governance, Forex, ESG, 
underwater basket weaving or some other industry, participating in an interview 
offers you a platform via which you can elevate your name and become more 
credible in the eyes of your peers, clients and competitors .

CAN BE REPURPOSED INTO OTHER FORMATS

One great, albeit more practical, advantage of interviews is that the content can be 
repurposed into other formats .

Ideas and thoughts explored in interviews can be easily pulled and used as quotes 
in blog posts or other articles or to generate visual content such as infographics 
and branded images .

You can even expand on the interview questions to develop an entire article focused 
on the specific topic discussed or assemble an e-book of sorts that includes content 
from many of the interviews you’ve done .
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Content can also be recycled to develop an email or social media campaign targeting 
your current and potential clients .

EXPANDS YOUR NETWORK

Networking is key to the success of any business or career .

By participating in as many interviews as possible and interacting with publications 
and organizations (and its members), you are bound to grow your professional 
network and establish working relations that might lead to more business in the 
future .

Plus, interviews are likely to help you draw the attention of other professionals who 
might reach out to you in search of advice, help, a beer at the local pub, or a firm 
business proposition .

Fact is, writes The Brand Builder Toolbox’s Linda Schenk, “a single interview 
published on a high traffic blog can send hundreds or thousands of new readers” 
in your direction .

Talk about networking opportunities .

PROVIDES EXPOSURE TO YOUR BUSINESS

With the power of social media and the Internet these days, any interview you do 
will be disseminated to all corners of the earth .

Remember, it will not only be you sharing the interview but also the publication or 
organization that interviewed you, your colleagues and family members, and any 
other curious reader who liked what they saw or read and wanted to share your 
expertise and opinions with their own extended network .

Hence, the potential reach of any interview you participate in is boundless, making 
the possible outlets of exposure for your company just as broad .
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Plus, by using social media platforms such as Twitter, Facebook and LinkedIn, to 
name a few, you can actively engage and interact with your readers, some of them 
who could become future clients .

Whatever you decide to do, as neatly put by Marsha Friedman of Home Business 
Magazine, “there is no such thing as overexposure; you want to conduct as many 
media interviews as you can,” since “the more interviews that you do, the more buzz 
you will build about your company, product, or service .”

Get in touch at info@igca .org if you would like to be interviewed and featured on 
our website!
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6 KEY TRAITS OF A CHIEF 
COMPLIANCE OFFICER

One of the first steps you must carry out to set up an effective, speedy and 
responsible compliance function within your firm is to hire and designate a 
Chief Compliance Officer (CCO) .

Most of the times, a company’s performance and overall success is established 
from the top .

If your CCO is a slacker who will cut corners and react instead of attack risk and 
its many permutations, then this does not bode well for your firm’s handling of its 
regulatory obligations .

So, whom you pick and empower to lead your company’s compliance department 
and their main traits as professionals and citizens is key when going about this task .

This issue then certainly begs the question: What are the main traits of a dedicated, 
responsible, ethical and productive CCO?

Below we list our favourite, if not the most important, ones .
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NATURAL BORN LEADER

As we mentioned earlier, how effectively a compliance function performs is 
determined by who is at its helm .

A suitable CCO needs to be a leader and impart his knowledge, vision, objectives and 
modus operandi from the top down to all members of the compliance department 
and beyond .

This person must set the tone (and a strong example) from the get-go, empowering 
staff members to perform at a high level, helping them navigate tricky scenarios 
and commending them for a job well done .

A big part of this boils down to the CCO’s ability to interact and communicate with 
others, so being a people’s person is generally seen as a redeeming quality of 
someone in this position .

However, as pointed out by the Houston Chronicle’s Anna Windermere, “people-
pleasing cannot take precedence over quality and proper protocol .”

Hence, keeping a balanced perspective on compliance and how to deal with it is 
always crucial . 

CLEAR & CONCISE COMMUNICATOR

Your CCO might be an exceptional and knowledgeable person, but if they cannot 
communicate properly, then your compliance function will not run as smoothly as 
you would hope . In a worst-case scenario, you’ll end up getting in trouble with the 
authorities for failing to live up to your regulatory obligations .

A CCO must be able to communicate at all imaginable levels .

This might include relaying information to employees, upper management and 
the Board of Directors or explaining usually complex regulations and reporting 
obligations in simple and succinct ways .
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Furthermore, a CCO should be able to convince staff members that compliance 
is not a hindrance but a necessary step to complete to guarantee the company’s 
overall growth and success .

Likewise, according to our training partner EIMF, people holding this unique position 
should also “be terrific listeners so that they can hear and understand the many 
pressure points between the business and the law .” 

EQUIPPED WITH A STRONG MORAL COMPASS

Integrity might be the most important trait a CCO needs to have .

RiskScreen, a company that develops AML tools, ran a KYC360 survey in October 
2020 on what it takes to be a good CCO, and integrity topped the list with 59 percent 
of respondents reporting it as important .

According to RiskScreen, “regulation management process can only be implemented 
and achieved effectively if the officers have strong moral principles and honest 
qualities .”

This includes “having the courage of your convictions,” “the confidence to speak 
out,” “the determination to see things through,” and “developing a ‘thick skin .’”

If your CCO is a conniving scoundrel, you’re bound to face the wrath of the authorities 
at some point in time and potentially lose the trust of those employees working in 
compliance . 

WILLING TO DIVE INTO THE NITTY-GRITTY

An ability to deal with minutiae and the nitty-gritty of regulatory compliance and its 
many laws is another necessary trait of any strong CCO .

As explained by the Houston Chronicle, “attention to detail helps compliance 
officers notice potential problem areas and report them to the proper supervisors 
so they can be corrected” before it is way too late .
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Additionally, in its October 2020 survey, RiskScreen’s KYC360 notes that a detailed-
oriented nature is imperative because “requirements may be different between 
jurisdictions; screening tools may have differences in the parameters they apply, 
[and]; suspicious entities may operate under multiple aliases,” making “a good eye 
for detail” something invaluable regardless of “whether it’s the technology, the 
data, or the law .”

This focus on detail, however, does not mean CCOs should ignore the big picture 
and how compliance fits in with the company’s overall mission and objectives .

PRECOGNITION IS THEIR MIDDLE NAME

A reactive CCO is bound to fail . Or at least consistently collect slaps on the wrist 
or fines from the regulatory authorities for failing to comply and trying to correct 
course one step too late .

Hence, being proactive is crucial to the professional life of a CCO .

According to Robert Walters, a global recruitment firm, CCOs must have “a honed 
alertness and vigilance to potential breaches in compliance,” which “means actively 
enforcing a mandatory reporting policy and seeking out any weakness in company 
dealings .”

A solid CCO will always be one step ahead of the game, ready to respond to risk or 
compliance breaches before they are even close to happening .

Taking a cue from the sci-fi world, CCOs should be highly adept at precognition .

SOLVE PROBLEMS WITH THEIR EYES CLOSED

At the pace new regulations are popping up or metamorphosing these days, an 
effective CCO will also have to moonlight as a dedicated problem solver .

Interpreting the ever-shifting laws and finding new and creative solutions to fall in 
line with them will be one of the CCO’s top priorities .
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As explained by Skillcast, a company that develops training, assessment and 
reporting solutions for the compliance world, a CCO has “to be able to look at 
[problems] from all angles and advise on the most appropriate form of action,” 
often “[going] beyond just saying ‘yes’ or ‘no’ .”

Skillcast adds: “Wherever there is an alternative approach that would remove the 
risk of regulatory investigation, you need to be committed to finding it .”
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6 TIPS TO BUILD A  
MODERN COMPLIANCE 
FUNCTION FOR YOUR FIRM

W ith compliance responsibilities growing by the minute these days, it has 
become crucial for companies in the financial services sector to set up a 
strong, dependable and efficient compliance function .

However, many companies, especially the newbies and smaller operations, might 
have little experience or knowledge on how to properly establish an in-house 
compliance department that will cover most, if not all, of its regulatory duties .

As explained by Thomson Reuters, a solid compliance function “moves the company 
from reactive to proactive in detecting and preventing wrongdoing” and “helps 
establish the right ethical tone at the company, making it easier for employees to 
make the right choices .”

Plus, it prevents companies from being slammed with fines by the regulatory 
authorities .

Below we will lay out several tips or issues to keep in mind when designing and 
developing a compliance function within your company .
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GET THE BOSSES ON BOARD

If upper management is not on your side, then your efforts to establish a compliance 
function will be in vain .

For instance, if your company has a Board of Directors, it is essential for you to 
run this need by them and have them fully committed to the idea of setting up a 
specific team, standards and procedures to deal with compliance .

Yes, working on this effort might cost time, money and other scarce resources, but 
it will ultimately reward the firm in the long run .

As succinctly put by Deloitte, “the board and senior management should do 
more than pay “lip service” to ethics and compliance” and focus their efforts on 
“[empowering] and properly [resourcing] the individuals who have day-to-day 
responsibilities to mitigate risks and build organizational trust .”

If you’re the boss, good for you . But what are you waiting to get started?

DESIGNATE A CHIEF ETHICS & 
COMPLIANCE OFFICER (CECO)

One of the first items to check off your list is to hire or assign a CECO or at least 
someone who will be responsible for all-things compliance within your firm .

This person should be organized, meticulous, respected and, above all, ethical . 
Having integrity at this level is a non-negotiable as the CECO will be setting the 
tone for the company when it comes to complying with anything and everything the 
regulatory authorities demand .

According to Farid Isayev, who leads KPMG’s Law in Azerbaijan, CECOs are required 
“to instill a culture of compliance, nurture an environment where employees 
understand the value of honesty and integrity, and encourage everyone to take 
compliance issues seriously .”

Likewise, he adds, a good CECO has “to build a strong organizational ethics and 
compliance program, which is a high priority in any organization .”
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RUN A SWOT ANALYSIS

Since you’re starting from scratch or close to scratch, you need to have a complete 
picture of what’s currently missing in your company when it comes to compliance .

Hence, determining your firm’s strengths, weaknesses and any gaps related to 
fulfilling its compliance obligations are paramount .

A simple SWOT analysis (Strengths, Weaknesses, Opportunities, Threats, for those of 
you wondering) is a good starting point in defining some of these issues .

What’s interesting is that the SWOT analysis can be run at a company-wide level, as 
well as specifically on the person hired to be CECO .

For instance, GRC 20/20’s Michael Rasmussen writes in a blog post for Convercent, 
a leading ethics and compliance cloud solution, that as a CECO, you may need “to 
evaluate where you are now in your role, capabilities, and program, and what you 
need to work on to deliver the leadership and skills to achieve your goals moving 
forward .”

By carrying out a SWOT analysis at an individual level, CECO’s will be equipped with 
“an honest evaluation [that] will inform your strategic plan as you prepare for the 
rest of 2021, and help you build a compliance and ethics program with an aim of 
integrity in an era of risk and change .”

FORMULATE BASIC STANDARD  
OPERATING PROCEDURES & CODE OF CONDUCT

If you don’t have a set of guidelines or ethos for your compliance function, then it 
makes little sense to even get started .

It is essential to formulate a basic standard operating procedure that can be shared 
with your entire organization, laying out the distribution of responsibilities and 
steps to be taken by everyone to make sure the company is complying with its many 
regulatory obligations .
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This will also include running frequent compliance risk assessments and tests to 
determine where further work is required and monitoring any progress made .

As succinctly put by Convergepoint, a regulatory compliance software provider, 
“by having a set of SOP that define the personality of the organization, it sets the 
standards by which the organization requires its constituents to abide by,” therefore 
helping lessen “risk by ensuring that all employees are on a level playing field and 
have the knowledge of how to act in a given scenario .”

At the same time, there should be a solid code of conduct in place defining what is 
expected from employees in terms of their overall behaviour, thoughts and duties 
vis-à-vis the compliance function . Developing a robust code of conduct will allow 
you to establish and promote a culture of integrity within the firm .

Some things to keep in mind when formulating this code of conduct include talking 
to employees at all levels about what’s important to them, actively and continuously 
promoting its ideas so it becomes embedded in the organization and keeping its 
message as simple and direct as possible .

Also, please always remember that both your SOP and code of conduct should be 
closely aligned with your overarching mission, values and goals as an organization .

EDUCATE, EDUCATE, EDUCATE

Training your compliance team and the rest of your company’s staff is paramount 
to building a compliance culture that will perform in an efficient, ethical and 
responsible way .

There’s no point setting up an entire compliance function and then have your 
company’s employees not understand or be oblivious to what must be done to 
remain compliant .

As suggested by Thomson Reuters Legal, there are some things you should keep in 
mind when training your staff on all-things compliance .
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This includes relaying information in an easy-to-understand and simple way, 
making the training sessions fun by gamifying them, using online platforms when 
necessary, and emphasizing both the spirit and letter of the law .

Most importantly, Thomson Reuters believes “employees should understand that 
the company wants them to do the right thing, and compliance makes the company 
better and keeps it from getting entangled in lawsuits or regulatory actions .”

STREAMLINE REPORTING (OR EMBRACE TECH)

Finally, you must make it as easy as possible for your team to fulfil its compliance 
duties, whether it is submitting a report to the pertinent regulatory authority or 
setting up a system to track potential risks or disseminating information to senior 
management .

Streamlining this process generally involves embracing technology and the many 
advanced solutions available to companies these days .

According to MetricStream, a company that offers tech solutions for compliance, 
risk, auditing and the like, there are many advantages to incorporating technology 
into your compliance function .

In a recent blog post, MetricStream mentions tech’s ability to: 1) “aggregate and 
consolidate all their compliance information in a centralized repository;” 2) “help 
organizations define and link foundational compliance elements such as objectives, 
processes, risks, controls, and regulations;” 3) “accelerate workflows around policies, 
cases, compliance assessments, and other processes,” and; 4) “[enable] stakeholders 
to proactively spot areas of concern, as well as opportunities for improvement .”
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PAYMENT PLATFORMS, THE FOREX 
MARKET & KYC/CDD EXPLORED: AN 
INTERVIEW WITH GEORGIOS PANTZIS

HOW HAS COVID-19 AFFECTED THE TRADING INDUSTRY? 
ANY GAINS THAT MIGHT DESERVE TO BE HIGHLIGHTED?

Georgios Pantzis (GP): It is definite and globally 
acceptable that the COVID-19 pandemic has 
represented an unprecedented disruption 

to the global economy and world trade . There is no 
dispute that both production and consumption have 
been adversely affected at a global level . As a general 
observation, nearly all sectors of the economy have 
been negatively impacted with minor exceptions like 
that of online trading .

The trading industry as such has proved to be the 
paradox to the rule as most of its relevant indices 
have indicated a rising trend . More precisely, the industry has observed a positive 
trend in the Q1 2021, particularly in the commodities and cryptocurrencies sectors . 
While volatility has been high, there has been a simultaneous increase in revenue 
streams, trading volume, profitability and market capitalization .
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The companies belonging to the vertical sector of Forex/CFDs brokerage have 
experienced a positive trend in their financial indicators, including in the number 
of new registrations, amount of cumulative deposits, trading volume in lots and 
monetary terms, EBIT and net profitability, with an approximate average increase 
clause ranging between 20-50% . It is a safe estimate to state that the positive 
trends are mostly evident for the time frame between the beginning of Q1 2020 to 
end of Q1 2021 . The major reason behind this has been the opportunistic view of 
retail investors who have been actively looking for alternative sources of income 
and wealth .

The online trading facility has been observed as a convenient, flexible and easily 
accessible means of accessing and materializing the traders’ personal investment 
strategy and goals .

CLOSED OR OPEN PAYMENT PLATFORMS AND WHY?

GP: Increased competition between the respective providers of closed and open 
payment systems is anticipated .

Closed payment systems usually operate within a specific company . Users pay 
using specifically developed applications . For example, such a system works at 
coffee chain shops, where you can accumulate bonuses and pay with them . Open 
payment systems are usually not aimed at loyalty programs, but they can be used 
for payments everywhere .

Closed systems are expected to create proprietary products for payment ecosystems 
that offer increased value to the consumer within a single platform . On the other 
hand, open systems are aimed to make payments easier .

To identify the response to this question, we should ask: What do the end-consumers 
value more from the service offering of a PSP?

The answer lies behind the following two options: a) Do the consumers value more 
a closed all-in-one platform to finalize the whole flow of the buying experience, 
including the payment? or, b) Do they value more the capability to have multiple 
choices of purchasing with no restriction in what they want, how they want it and 
when they want it, which is offered through an open payment platform?
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From a merchant perspective, closed loop payments systems carry the following 
advantages:

1 Ability to capture big data on customer transactions, including customer 
insights, buying habits, popular items and even return on marketing 
campaigns .

2 Internal payment processing, which can lower merchant costs .

3 Increase in customer loyalty through integration of loyalty programs within 
the application .

While closed loop systems make the customer experience with a single vendor 
more convenient, they also require that customers acquire and manage a payment 
app for each vendor, rather than having one central platform from which they can 
make purchases anywhere . So, if a user wanted to use their phone to pay at ten 
different retailers, each with its own proprietary system, they would need to manage 
ten separate apps .

Thereafter, analysing the major advantages and disadvantages of the open loop 
solutions, it would be helpful to state the following:

The value end users gain from open loop payments is convenience .

In theory, a single, centralized digital wallet that allows you to pay anywhere, for 
anything, from your smartphone is much easier than having to manage multiple, 
fragmented proprietary applications for each vendor .

The disadvantages of the open loop system include the fact that major market 
participants are still resilient to change and adopt . On the other hand, from a 
merchant perspective, the convenience to end-users has not yet been realized .

In summary, although the open payment systems seem to be continuously gaining 
ground, there are many merchants that continue to opt for closed payment 
systems . The global evolution of payments is yet unclear if it will transpire with a 
clear winner . Thus, the hybrid model and coexistence of these two options could 
be the answer .
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WHAT ARE SOME OF THE MORE INNOVATIVE 
AND INTERESTING BANKING SOLUTIONS 
YOU’VE COME ACROSS WITH THESE DAYS?

GP: Customer experience is often the deciding factor when it comes to banking . 
During the era of COVID-19 pandemic, banks have realized that customers 
want personalized interactions, simplified banking and online access to their 
accounts .

The first innovative banking solution is the use of Chatbots . Multiple banks make 
usage of a chatbot to connect with customers . Banks have developed chatbots, 
which were integrated to their core banking systems and offered a user-friendly 
experience . Through these flexible chatbots, basic functionality could have been 
executed or processed, such as deposit of funds, internal transfer between own 
accounts and search for past settled transactions . Multiple thousands or millions 
of users could have visited the chatbot upon launching it to the market .

The second innovative banking solution is Open Banking . It may offer benefits in 
the form of convenient access to financial data and services of multiple financial 
institutions to consumers and streamlining some costs for financial institutions .

Open Banking opens the way to new products and services that could help customers 
get a better deal . It could also give a customer a more detailed understanding of 
their accounts and help find new ways to make the most of their money .

Open banking forces large, established banks to be more competitive with smaller 
and newer banks, ideally resulting in lower costs, better technology and better 
customer service . Established banks will have to do things in new ways that they 
are not currently set up to handle and spend money to adopt new technology . 
However, banks can take advantage of this new technology to strengthen customer 
relationships and customer retention by better helping customers to manage their 
finances instead of simply facilitating transactions .

While Open Banking continues to gain traction all over the world, foundations are 
being laid for the next wave of financial innovation: Open Finance . This service 
will be meeting increasing demand, which inevitably leads to greater haste in the 
development of new products and services . Open Finance empowers consumers to 
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access their financial data beyond current accounts (extending to mortgages, credit, 
student loans, automotive finance, insurance, mortgages, investments, pensions, 
loans, etc .), ultimately delivering real value for the customers .

The third innovative banking application is the Peer-to-Peer Payment systems . 
Peer-to-peer (P2P) payment systems allow people to send or request money from 
each other with only a single application . P2P apps gained a great deal of traction 
amongst the millennial generation and have since made their way to the broader 
consumer population .  One of the most recent changes includes offering an option 
for consumers to instantly transfer funds to a bank account for a small fee instead 
of their free transfer option that takes one to three business days . Such solutions 
allow the launch of a debit card that notifies consumers of every transaction made 
and enable consumers to instantly use the money they have in their account, load 
additional money to use, and easily split all purchases made with the card in their 
application .

I strongly believe that, as the market becomes more consolidated more and more 
innovative, more solutions will emerge .

WHAT WOULD BE YOUR TOP 3 BUSINESS  
DEVELOPMENT TIPS FOR SOMEONE 
LOOKING TO SET UP AN FX BROKER?

GP: That is a great question . The answer to this question is rather complex and it 
always adheres to the risk appetite and profile of the Ultimate Beneficial Owner 
(UBO) .

However, to respond to the question on which would be the top three business 
development tips for someone looking to set up an FX broker, I must admit 
that the essence and real value is hidden behind cumulative experience in the 
sector, innovative mindset and structured thinking on the level of strategic 
management .

The first adequate step in the process of setting up a Forex broker is the selection and 
recruitment of the human capital and, in precise, the fulfilment of critical positions 
with individuals that possess precious cumulative experience, right competences 
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and in-depth knowledge of their departmental functions, policies and procedures . 
Business owners must feel comfortable with the level of professionalism, character, 
integrity and trustworthiness of the members of their team .

The second tip, which adheres to business operations and is linked to corporate 
governance and risk management, is the evaluation and selection process for the 
company’s business partners .

Under this umbrella, the following service providers should be captured, 
constituting an integral part of a hub of business partners: Credit Institutions, 
Electronic Money Institutions, Payment Service Providers, Platform Providers, 
Price Feeders, Liquidity Providers, Financial Advisory Providers, Fintech Service 
Providers and others . This enhanced due diligence procedure should consider 
different aspects before entering a business relationship with any business 
partner, which includes, among others, brand enhancement, costing, service 
quality, specialization of the human resources function and safeguarding of 
company’s reputation .

The final tip that could be crucial for the establishment and business continuity of 
a start-up Forex broker is the development of a comprehensive Marketing Plan . This 
plan would potentially include market research analysis, a defined Marketing mix 
(Product, Price, Place, Promotion and expand to Policies/Procedures and People) 
and focus group, geo-targeting, interactive marketing campaigns, search engine 
optimization, selection of social media, digitalized trading environment, business 
intelligence tools and regulatory compliance . This coordinated effort shall generate 
leads and cross-selling activities for the company .

The three previously mentioned tips should enable the newly set-up Forex broker 
to build its basic infrastructure and thus enlarge the possibilities for becoming 
feasible . Apparently, the Forex broker needs to bind all these together and 
establish its generic strategy by deciding how it wishes to position itself in the 
marketplace .
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HOW IMPORTANT IS IT TO FOLLOW THROUGH  
WITH KYC AND CDD IN THE TRADING INDUSTRY?

GP: It is not only very important for the market participants in the trading industry 
to follow through with Know-Your-Customer (KYC) and Customer Due Diligence 
(CDD), but I would say that it is both obligatory and crucial to adopt and apply these 
critical concepts .

Sound KYC procedures play a vital role in the effective management of financial 
risks . The concept of KYC goes beyond simple account opening and record-
keeping . It pushes firms to have in place an acceptance policy and a sound 
identification and verification program, which will enable them to assess each 
potential customer during the initiation but also throughout the lifetime of the 
business relationship .

The Basel Committee, FATF recommendations, and the European Supervisory 
Authorities have issued several guidance and publications on the essential elements 
of KYC standards and their implementation .

Sound and prudent KYC procedures would help protect firms’ reputation and the 
integrity of the financial system by reducing the likelihood of reputational damage 
via it becoming a vehicle for financial crime . Additionally, they constitute an 
essential part of sound risk management .

The reason it is very important to apply is because of the high cost of its impact 
when these concepts are absent . The inadequacy and absence of KYC standards can 
subject companies in the trading industry to serious customer and counterparty 
risks, especially reputational, operational, legal and concentration risks .

The purpose of CDD is to enable the obliged entity to have a complete picture of 
the client in order to identify irregular patterns in customer activity that require 
scrutiny and might be subject to suspicious transaction reporting (STR) .

In summary, an effective CDD program should comprise of the following broad 
categories: Customer Identification, Economic Profile, Customer Acceptance, Risk 
Classification, Monitoring and Suspicious Transaction Reporting .
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This leads us to the last subsequent procedural step, which is the adjustment of the 
initial CDD measures on a risk-sensitive basis . As such, where the risk associated 
with the business relationship is low, the Simplified Customer Due Diligence (SDD) 
may be applied (provided that the national legislation permits so) .

On the contrary, where the risk associated with a business relationship is 
significantly higher, obliged entities should apply Enhanced Due Diligence (EDD) 
and on-going monitoring . In essence, EDD is applicable for clients with high level of 
money laundering risk, and the obliged entity applies this in order to bring the risk 
to an acceptable level .

Having appropriate KYC procedures is a regulatory obligation of financial and non-
financial organisations . To conclude with, the first and most important step of CDD 
when establishing a business relationship with a client is to take appropriate KYC 
measures to ensure that the client is who he claims to be . In order to achieve 
this, the obliged entity should obtain all required information and then verify the 
accuracy of this information .

IS THERE ANYTHING ELSE YOU WOULD 
LIKE TO SHARE WITH OUR NETWORK?

GP: I would like to take this opportunity to express my sincere thanks and appreciation 
for the opportunity I was given for an interview with the International Governance & 
Compliance Association (IGCA) .

The IGCA’s mission is to improve the integrity of the global financial services, and 
this is adjacent to my personal principles .

We should all join forces to achieve enhanced transparency, openness, fairness and 
equity in the trading industry and the global markets at large .

The challenges are obvious under these market conditions but the opportunities 
for exploitation are also evident in the marketplace .
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The situation with the COVID-19 pandemic constitutes a psychological burden for 
all of us and I hope that soon we will return to normality . I wish to everyone to stay 
safe and healthy . Better days are to come soon .

Georgios Pantzis, IGCAP, Chartered MSCI, CySEC Advanced Certificate, CySEC AML Certificate, 
is a Forex/CFDs professional. He possesses cumulative experience in the Forex/CFDs 
markets equivalent to eleven years in the positions of Head of Brokerage, Head of Dealing 
on Own Account, Non-Executive Director and finally CEO/General Manager. Georgios Pantzis 
is a holder of bachelor’s degree from the Nottingham Trent University, UK, and a master’s 
degree from the Cyprus International Institute of Management (CIIM), in the fields of 
Business Administration and Business Management, respectively. He is an International 
Governance and Compliance Professional (IGCAP) since 2020 and a Chartered MCSI member 
of the Chartered Institute for Securities & Investment since 2021. In addition, he successfully 
completed both the CySEC Advanced and CySEC AML certificates. Finally, he holds the 
Bloomberg Market Concepts certificate and Google Analytics individual qualification.

Georgios Pantzis serves as the CEO/General Manager at Octa Markets Cyprus Ltd since 2018, 
a Cyprus Investment Firm, regulated and authorized by CySEC. The Company offers online 
trading of CFDs on Forex, Precious Metals, Commodities and Equity Indices through the MT5 
Trading platform.
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DEBT & EQUITY MARKETS, 
COMPANY VALUATIONS & 
CORPORATE GOVERNANCE 
EXPLORED: AN INTERVIEW 
WITH BEKHRUZBEK OCHILOV

WHAT CAN WE EXPECT FOR  
DEBT CAPITAL MARKETS IN 2021?

Bekhruzbek Ochilov (BO): Markets around 
the world gained a lot in Q4 2020, which 
led to US yields rising, while corporate 

bonds touched the ground .

Lately, the central banks of major economies 
have kept key interest rates unchanged . This 
situation could last for half a year or even more, 
depending on when the COVID-19 pandemic is 
brought under control . After that happens, key interest rates will be rise and the 
prices of old bonds will drop . Improving fundamentals would make yield spreads 
narrow during the remainder of the year .

Moreover, a wave of bankruptcies among companies is not expected this year unless 
the economic climate becomes worse .
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ANY CURRENT TREND IN EQUITY CAPITAL MARKETS 
THAT HAVE CAUGHT YOUR ATTENTION RECENTLY?

BO: Recently, the world’s capital markets community has seen several pumps 
on shares . The first one to soar was $GME, which was followed by $SPCE, $ZYNE, 
$AMC, silver futures and Dogecoin . These brisk movements were said to be short 
squeezes . Nevertheless, beneficiaries of silver’s pump, for instance, were Wall Street 
investment houses .

Financial markets have been recovering since the recession in March . The worst 
dynamics of recovery has been shown by the financial, energy and airline sectors .

HOW HAS COVID-19 AFFECTED COMPANY VALUATIONS?

BO: In the first place, the coronavirus crisis influenced the market capitalisation of 
companies, which had an impact on P/E ratios . However, as economies experienced 
V-rebound, most shares were back to pre-crisis prices and soared higher, which 
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resulted in P/E for S&P 500 reaching astronomical rates, accounting for almost 34 
now .

WHAT ARE SOME OF THE MAIN THINGS TO 
CONSIDER FOR THE DEVELOPMENT OF CAPITAL 
MARKETS IN EMERGING ECONOMIES?

BO: Once investing in EMs, you are exposed to higher risks—for instance, social, 
political, corruption ones—than if you allocate money in developed economies . 
Usually, plenty of these prospects of loss could be tracked through indexes: world 
competitiveness index, corruption perception index and some others .

Despite offering numerous risks, EMs are replete with undervalued securities . 
Furthermore, adding assets of a couple of countries from this category would 
reduce your portfolio’s volatility . There is a low correlation with world markets; 
however, it has been increasing during the past two decades . Capital markets are 
also distinguished by fair risk premiums, a prime example could be high medium 
dividend yield on the Russian market .
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According to the IMF, emerging economies recently accounted for 80% of global 
economic growth, which means that capital markets in these economies grow faster 
than in developed countries .

HOW WILL ENVIRONMENTAL, SOCIAL,  
AND CORPORATE GOVERNANCE (ESG) ISSUES 
DEVELOP IN 2021 IN THE CAPITAL MARKETS?

BO: COVID-19 brought ESG into greater focus during 2020 .

The Biden administration is aiming to reinvigorate ESG policies, especially 
concerning environmental issues . The USA is planning to go back to the Paris 
agreement and recently the US Federal Reserve has joined the Network of Central 
Banks and Supervisors for Greening the Financial System (NGFS) . However, there 
is vulnerability for the assets of S&P companies due to the high risk and impact 
of physical climate change, which could cause elevated concern nowadays on the 
grounds that the US experienced 22 natural disasters last year .

Recently, a lot of companies pledged to halt carbon dioxide emission and to 
become carbon neutral in several decades, which is bound to affect positively on 
the process of solving environmental concerns .

Regarding social issues, NASDAQ has a new proposed requirement of 2500+ 
companies to have at least one female director and another who would define 
themselves as black/Hispanic/LGBTQ . Moreover, racial diversity is now demanded 
on boards of publicly traded companies in California (2020) and Illinois (2019) .

DUAL CLASS VOTING STRUCTURES. YAY OR NAY? WHY?

BO: Dual-class shares have several advantages and drawbacks for a company’s 
management, as well as for individual investors .

This type of structure is helpful for leaders when they concentrate more on long-
term projects rather than on short-term financial results . Nonetheless, this politics 
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is currently not welcomed by some stock indexes, such as Russell-2000 and S&P 
500, which make dual-class shares ineligible to be included .

From the private investor’s point of view, even if they are predisposed to invest 
large sums of money in a company, they will barely get the same voting power as 
insiders have .

In a nutshell, division of shares into several classes could lead a management board 
to concentrate considerable amount of power, so that interests of investors from 
exchanges could not be considered . However, conducting more investor meetings 
could solve this issue .

Bekhruzbek Ochilov, IGCAP, ACSI, is a capital markets professional. He has experience in 
building analytics and BI solutions for stock exchanges, stock market indices, valuing 
companies for ECM and DCM transactions, and underwriting securities. He is an International 
Governance and Compliance Professional (IGCAP) since 2021 and an associate member (ACSI) 
of the Chartered Institute for Securities & Investment since 2020. In 2021, he was named the 
best young analyst of the Uzbek capital market by the Society of Investment and Financial 
Analysts (SIFA) under the Capital Markets Development Agency (CMDA), the Uzbek capital 
market regulator.

Bekhruzbek Ochilov is a founding partner of Alkes Research LLC, a financial services consulting 
and research company, and owner of EQRE, an equity research house that partners with eight 
leading brokerage houses to provide analytics of the Uzbekistan financial services market. 
He is also owner of EqRe Blue Index, the benchmark index of the Uzbek capital market.
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