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Future fit regulation for  
the insurance sector
Ten years ago, then Minister of Finance Pravin Gordhan presented 
his budget speech to the nation, announcing his intention to shift 
to a twin peaks system of regulation. A year before that the policy 
paper: A Safer Financial Sector to Serve South Africa Better (also 
known as the Red Book) was released, announcing a wide-ranging 
set of proposals to reform the financial regulatory system. 

  
A sector in need of change

At the time, the country’s financial sector was described as being characterised by 
high and opaque fees. The Statement of Intent had been signed between the Minister 
of Finance and the industry and noted the abusive charging practices in the insurance 
sector. Heavy penalties for cancellation and switching of policies created the perfect 
storm for a sector with rapidly declining levels of trust. Inconsistent regulatory treatment 
across the financial sector created gaps in the treatment of various products. This 
resulted in the practice of churning by intermediaries in the pursuit of higher fees to the 
detriment of the consumer. This also created regulatory arbitrage opportunities such as 
the demarcation debate around gap cover. Complex products, notoriously difficult for 
the average customer to understand and impossible for the financially uneducated, were 
sold with a sales driven mindset, in many instances prioritising shareholder interests 
above policyholders, and in many cases resulting in the unfair treatment of customers. 

On reflection, the Financial Services Conduct Authority’s (FSCA) Regulatory Strategy from  
1 April 2022 to 31 March 2025 shows us just how far we have come in changing the regulatory 
landscape. Having made great strides in setting the groundwork with the strategy reflecting 
less on the challenges that the Regulator has managed to remediate, the Regulator is now 
able to move forward into the next phase of developing the regulatory framework. 

A glimpse into the future

Looking forward another ten years to 2032, what will our reflections be? No doubt the 
Conduct of Financial Institutions (COFI) Bill will have been enacted and will introduce 
a shift in the financial services legislative architecture from the current sector specific 
laws to a consolidated and holistic legislative framework for Conduct - a framework 
which prioritises the fair treatment of customers. This will have meant the repeal of 
current sector-specific laws and the introduction of a more streamlined and overarching 
framework. Culture in ten years’ time will no longer be regarded as a fluffy and 
intangible concept and will be measured and managed as a key Conduct indicator. 

The draft COFI Bill states that regulation currently in place and amended by COFI 
remains enforceable until repealed by Conduct standards. This will mean that a 
large amount of legislation in existing law will need to be transitioned to the COFI 
environment. This harmonisation of frameworks will take some time but when 
completed will result in a streamlined legislative framework, unrecognisable to the 
industry ten years prior.

On reflection, 2032 may show a move closer to the implementation of an accountability 
regime, similar to the UK’s Senior Manager Regime where senior managers are required 
to take responsibility for their actions and are held to account for their failures to act 
where poor behaviour results in Conduct failures. This is now a global concept and is 
becoming a regulatory focus area for many regulators. However, we believe that it may 
take some time for this to be implemented in South Africa as there is still significant 
work to be done on this topic. According to the FSCA’s Regulatory Plan, regulators 
are working on a Joint Standard relating to Culture and Governance which will address 
some pockets of accountability over the next few years.
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South Africa currently lacks an overall ESG regulatory and policy framework that 
mandates non-financial reporting and disclosure. However, the pressure for firms 
to report and disclose ESG metrics is growing. KPMG UK’s blog “Mandatory ESG 
reporting is here, and finance needs to get ready”, clearly shows that the pace is 
picking up, confirming that “for financial years starting after 6 April 2022, Task Force 
on Climate related Financial Disclosures (“TCFD”) based reporting will be mandated 
for more than 1,300 of the largest UK-registered companies and financial institutions.” 
These include many of the UK’s largest insurers. I have no doubt that ten  
years from now we will see well established and comprehensive ESG  
reporting frameworks in place, contributing to a better future for all. 

Moving over to the evolution and transformation of financial products, crypto 
currencies will possibly have been brought into the regulatory landscape and be 
regulated as financial assets. The immediate implications of digital currencies  
being included in the ambit of the Financial Intelligence Centre are clear - increased 
Know Your Customer and exchange control regulations. However, the strategic 
implications for the insurance industry are vast. The Great American Insurance Group 
was the first insurer to underwrite Bitcoin holders for fraud and forgery. It remains 
to be seen whether insurers will accept premium payments in crypto as a generally 
accepted practice.  At the moment there are a handful of pioneers, including non-life 
insurer AXA Switzerland and New England based Premier Shield Insurance, offering 
home, auto and flood cover and Atupri Health, a Swiss health insurer, all of whom 
accept Bitcoin as premium payments. 

 
Data driven regulation

Our regulators of the future will be data driven, proactive and intrusive.  
The United Kingdom’s Financial Conduct Authority (FCA) stated that it has seen  
a 200% increase in the amount of data it needs to process for investigations.  
It is focused on modernising its systems and becoming the first regulator in  
the world to move to the cloud. Nikhil Rathi CEO of the FCA expressed that  

“over the next five years, we will become a data regulator as much as a financial 
one.” The FSCA in turn is showing its intention to be more data focused with a data 
driven strategy to enhance its ability to gather and interpret information as part of  
its supervision activities. 

The current work on the Omni Conduct of Business Returns (CBR) and the ongoing 
engagement with the Prudential Authority on cloud computing, which will likely 
be consulted on over the next few years, is a good example of things to come. In 
an ideal world, we will look back in ten years and see our regulators sharing data 
more consistently through a shared service, connecting regulators in corridors of 
information relating to transformation, emerging risks and consumer behaviour. In 
order to make this data meaningful, new technology and IT systems will need to be 
developed to enable detailed analysis. 

 
The future is now

Gone are the days where transacting in the metaverse or considering the feasibility 
of accepting a central bank digital currency as a premium payment method was an 
interesting plot twist in a science fiction movie. I can’t wait to see what the next ten 
years brings…maybe the future really is now.
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