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Introduction

In our 2021 Financial Services Asia Pacific Regulatory Outlook we highlighted 
nine key topics affecting the financial services industry across Asia Pacific (AP). As 
we approach the end of 2021, we have taken stock and re-evaluated the key topics 
explored in the 2021 Regulatory Outlook, identifying the developments and focus 
areas for the remainder of 2021 and beyond.

The public health situation in some AP jurisdictions has trended significantly worse 
than we anticipated in our 2021 Regulatory Outlook resulting in many jurisdictions 
either extending their COVID-19 support measures or introducing additional 
policies.1 Further, while COVID-19 vaccination programs have been rolled out 
across AP, there is significant divergence in the percentage of the population that is 
fully vaccinated ranging from >80% in Singapore to less than 35% in other regions 
including India, Indonesia and Taiwan.2,i Given the uncertainties regarding 
pandemic controls along with the large disparities in vaccine access and policy 
support, 2021 economic projections across the AP region, ASEAN-5 ii in particular, 
have largely been revised downwards.3

Given the impact of the COVID-19 pandemic has been more severe and prolonged 
than anticipated, we have seen a significant divergence of regulatory and 
supervisory priorities across the AP region, with some geographies focusing on 
recovery, whilst others grapple with new waves and outbreaks. This is a trend we 
expect to continue as the timing, manner, and impact of rolling back COVID-19 
policy relief measures, coupled with mid to long-term changes to consumer 
preferences and business practices are likely to vary significantly across the region.

Despite the ongoing challenges posed by the COVID-19 pandemic, taken as a 
whole, AP economies have proven to be resilient and have significantly rebounded 
from the sizeable dips in GDP observed throughout 2020.

However, firms and authorities should remain vigilant - inflationary pressures, 
potential asset bubbles, heightened debt servicing costs, and the possibility of 
corporate insolvencies and increased redundancies could still threaten financial 
stability and firm viability. Obligations and expectations regarding customer 
outcomes will also need to be carefully balanced against the need for a sustainable 
business model and prudent risk management.

In the last 12-18 months we have observed a marked slow-down in the 
launch of new regulations across the region, although this has begun to pick-
up again in the second half of 2021 and progress has been made on a number 
of topics, although fragmentation in approach to and prioritisation of issues 
continues to grow.

Regulators are focusing on culture and conduct matters, for example, 
Japan has introduced new corporate governance codes focussing on board 
independence, sustainability and diversity, Australia has issued guidance on 
remuneration practices and financial advice fees, while South Korea has 
enhanced investor protection measures for complex products.

Initiatives have been launched to address the emerging risks that currently 
threaten operational resilience including technology, cybersecurity, and 
outsourcing risks. However, arguably more work is needed to ensure 
holistic oversight, including responsibility for monitoring, assessing and 
embedding emerging risks within an organisation; and the establishment of 
suitable governance arrangements, organisational structures and business 
models to support resilience.

At COP 26, financial institutions (FIs) and policymakers took significant steps 
to address climate risk and support sustainability. Several papers have 
been published providing guidance on and comparisons of climate related 
financial risk-management practices, and enhanced disclosure requirements 
have been issued. A number of FIs and Central Banks have also launched 
green finance programs and issued green bonds. This is an area we expect to 
see increasing regulatory focus over the coming year.

The uneven economic recovery and fragmented regulatory approaches we 
identified in this report has persisted throughout 2021 and are likely to 
continue as we enter 2022. In the 2022 Regulatory Outlook, we will explore 
how FIs in the region can navigate the transition to a potential endemic, and 
bolster a sustainable, stable, and inclusive economic recovery against 
uncertainties as a new year opens.

i. Data as at 11 November 2021, Source: Our World in Data, Statistics and Research (see appendix)
ii. Indonesia, Malaysia, Philippines, Thailand, Vietnam

https://www2.deloitte.com/cn/en/pages/financial-services/articles/2021-asia-pacific-financial-services-regulatory-outlook.html
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Financial and Systemic Resilience

The timing of and manner in which monetary and fiscal policy measures are 
rolled back, and the associated risks to financial stability remain focus areas for 
the supranational, international, and national policymakers and regulators. 

The potential for long-term economic impacts due to high levels of sovereign 
debt; resource mis-allocation; the growth of ‘zombie companies’; deterioration 
of bank capital levels and balance sheets remains a key concern. However, 
whether or not these eventuate will depend on the strength of the economic 
recovery which is likely to vary significantly across the region. Further, the 
impacts will not be fully exposed until a more significant rollback of measures 
has materialised. Given the current situation, this is unlikely to happen before 
early 2022 with many countries extending at least some of their COVID-19 
policy measures well into 2022 and beyond.4 

Furthermore, there is still a lot of uncertainty regarding the ‘stickiness’ of 
pandemic driven (or accelerated) changes in customer behavior and business 
working practices, which could have long-lasting impacts on consumer demand. 
Consequently, the profitability of various sectors and sub-sectors within AP 
economies such as leisure, entertainment and retail could be negatively 
impacted, and the viability of existing business models brought into question.

Divergence across the region regarding both the timing and manner in which
COVID-19 policy measures are rolled-back, coupled with changes in consumer 
tastes/preferences and business practices post-COVID-19 will present 
additional challenges. FIs and their supervisors should continue to carefully 
monitor the potential exposure to second order risks and consider appropriate 
mitigation strategies.

The 2021 Regulatory Outlook also noted some challenges faced by insurers 
during the COVID-19 pandemic, including pandemic-related payouts and low 
interest rates. In the first half of 2021, major insurers in the AP region reported 
growth in both premium and profit, together with strong capital positions. The 
growth in insurance business, especially in life and health lines, is attributable 
to the evolving consumer behaviours during the pandemic. According to a 
survey conducted by Swiss Re,5 the pandemic and the subsequent economic 
crisis prompted insurance policy holders in the AP region to review their 
insurance plans, with many identifying shortfalls in areas such as medical 
insurance and income protection. As a result, these customers are actively 
searching for increased level of protection, especially through online channels. 
Whilst we have seen a few regulators increase interest rates, the persistent low 
rate environment continues to be a risk factor across the financial services 
sector and AP generally, and regulators may wish to consider closely monitoring 
the continued impact of low rates on FIs’ solvency and liquidity, and look out 
for potential ‘search for yield’ activities. 

Key Considerations 

◼ All FIs should monitor the evolving credit risk landscape in order to 
identify credit risk deterioration and continue to re-balance their 
portfolios to reduce potential risk exposures

◼ FIs should develop strategies and capabilities to deal with high numbers 
of distressed debtors

◼ It would be beneficial to consider the impact of policy support rollback 
and shifting consumer preferences on systemic risk and the risk profile/ 
business model viability of specific sectors and FIs

◼ It is important that FIs have an adequate understanding of their capital 
demands, are properly monitoring credit risk and the liquidity of their 
asset portfolio
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The scale and effectiveness of monetary and fiscal support and the expansion of support measures across the AP region has largely postponed the anticipated 
surge in ‘vulnerable customers’ requiring additional financial support. However, regulators are beginning to focus their attention on culture, conduct and governance 
in an effort to both address any shortcomings exposed by the COVID-19 pandemic and in support of the increasing global focus on the ‘S’ and ‘G’ aspects of ‘ESG’ 
(Environmental, Social and Governance). Throughout 2021, several regulatory initiatives have been launched to address a diverse range of issues, for example:

Role of Financial Services in the Recovery (1/2)

Australia Finalised prudential standards on remuneration which include a requirement to apply material weight to non-financial metrics when 
calculating variable remuneration. The standards also include stringent deferral and claw back conditions, which in some instances reduce 
variable remuneration to zero for improper conduct. 6 The final guidance on remuneration will also be released to assist entities with 
implementation.7

Hong Kong Launched a review of front office incentive schemes of 20 retail banks focusing on how they drive certain behaviours and the potential 
impact on customer outcomes.8

Japan Enhanced its Corporate Governance Code and Guidelines, including a requirement to increase the number of independent directors to at 
least one-third of board members, and a requirement to disclose a policy and measurable voluntary targets with respect to promoting 
diversity at the senior management level. 9 Additionally, in July, the regulator announced strategic policies for the year ahead which include 
significant social aspects such as supporting victims of COVID-19 and extreme weather events, as well as facilitating the development of 
social investments and initiatives. 10 Draft Social Bond Guidelines have also been launched to promote social investments and prevent 
‘social-washing’. 11

Malaysia Consulted on enhanced rules for financial advisors, including strengthening requirements around the suitability of products sold to 
customers and enhanced governance requirements including establishing board responsibility for periodic review of policies to ensure 
continued high-quality advice, as well as an expectation that the board will promote a corporate culture which fosters and reinforces ethical, 
prudent and professional behaviour. 12

New Zealand Launched a number of guidelines on responsible lending ahead of new reforms coming into effect on 1 December 2021. Most recently,
regulators have expressed views on how firms should be advertising financial products 13 and published their review on Credit Card 
Repayment Insurance (CCRI),14 deeming it a poor value product and urging customers to check their policies. The continued focus on 
responsible lending puts the emphasis on organisations to revisit the whole customer lending journey.15
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Role of Financial Services in the Recovery (2/2)

This is a trend that has accelerated over recent months and one that we expect to continue over the coming year, with regulators across the region setting 
increasingly higher standards regarding firms’ treatment of customers and their corporate governance arrangements. This is also a key area where we are seeing 
market fragmentation emerge as individual countries focus on concerns specific to their market. 

Looking to 2022 and beyond, a disjointed rollback of support measures across the region coupled with a divergent approach to culture, conduct and governance 
could present significant challenges for multinational firms with large cross-border operations. 

Key Considerations 

◼ All FIs must consider how to carefully and consistently manage competing 
expectations from customers, governments, regulators, shareholders, and 
the general public regarding their treatment of ‘vulnerable customers’ 

◼ FIs should ensure their collections and recoveries processes have 
undergone stringent quality assurance and customer outcomes testing and 
staff are adequately trained to deal with the process sensitively

◼ Multinational firms should carefully monitor policy developments across the 
region in order to uphold the highest standards of consumer protection and 
diversity requirements etc.

◼ Conduct and Prudential supervisors could consider closer collaboration, 
so that support extended to customers can be managed in a way that 
does not unduly impact financial risk or threaten a firm’s viability 

Taiwan Launched a one-year financial inclusion regulatory sandbox, which uses automation to provide investment advice based on individual 
risk tolerance and allows customers to make linked purchases of exchange-traded funds.16

South Korea Strengthened investor protection requirements for elderly investors (aged 65 and over) including a cooling-off period of at least two 
business days for highly complex investment products.17
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Holistic Approach to Non-financial Risk Management 

Arguably with the benefit of hindsight, ‘non-financial risks’ (‘NFRs’) can be 
better defined as a broad range of ‘emerging’ risks and risk drivers that are not 
currently well understood or properly managed. FIs and their regulators should 
continue to carefully consider the impact of emerging risks on the financial 
sector and how they should be incorporated into existing risk management 
frameworks.

Throughout 2021, a number of initiatives were launched across the AP region 
to address specific emerging risks including cybersecurity, technology, data, 
privacy, third-party outsourcing and climate risk. For example, the Monetary 
Authority of Singapore (MAS) released the revised technology risk management 
guidelines,18 the Green Finance Industry Taskforce (TGIT) convened by the 
MAS released the environmental risk management handbook,19 the Reserve 
Bank of India launched guidelines for managing outsourcing risks,20 and the 
Australian Prudential Regulation Authority (APRA) launched a Climate 
Vulnerability Assessment with Australia’s 5 largest banks.21 The Japan Financial 
Services Authority (JFSA) also consulted on principles for model risk 
management, the first requirement of its kind in this jurisdiction.22

However, key issues remains, including siloed management of emerging risks; 
lack of senior management understanding and accountability; unclear or 
ambiguous roles and responsibilities; and divergence in approach to risk 
identification and assessment (including methodologies) both across firms and 
jurisdictions.

As the global focus begins to shift towards identifying, defining, regulating and 
managing emerging risks and risk drivers, firms should support regulatory 
efforts to develop a comprehensive and consistent approach, to ensure 
comparable and prudent risk management practices across firms and 
geographies. Firms should also focus on ensuring they have the right culture, 
people and skill sets to both understand and embed management of emerging 
risks.

Given that there is often significant overlap, interlinkage and cause-effect 
relationships between various risk ‘types’, it is also important that FIs manage 
both emerging risks and ‘traditional’ financial risks holistically.

Taking climate risk as an example, the evidence suggests that the impact of 
most of the significant risk drivers can be observed through traditional risk 
categories (i.e. credit, liquidity, market, operational, and reputational risk).23

However, the key difficulty remains understanding the likelihood that emerging 
risks will materialise and if so the timing and extent of their impacts.

FIs should consider establishing a function, reporting to the Chief Risk Officer, 
responsible for monitoring, assessing and embedding the management of 
emerging risk throughout the organisation to ensure that emerging risks and 
traditional risks are managed holistically.

Key Considerations 

◼ FIs should have an inventory of emerging risks and risk drivers including 
clearly defined roles and responsibilities for managing each risk ‘type’

◼ Firms should develop a holistic approach to managing all risks across the 
organisation to properly understand overlap, linkages and spillover  

◼ Firms should ensure they have the capabilities to identify, monitor and 
manage ‘new’ risks including a clearly defined approach for assigning 
roles and responsibilities 

◼ There is a need to redefine three lines of defense, emphasising risk 
management accountabilities for first and second lines of defense  

◼ Regulators across jurisdictions could consider closer collaboration to 
develop a comprehensive and consistent approach to defining and 
describing emerging risks, which will assist firms in their risk 
management approaches across the region. 
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FIs are optimising where and how they work, embracing technology and increasingly utilising specialist third-parties to provide services and build 
technology solutions in order to reduce costs and take advantage of deep expert knowledge.

Business Model Transformation 

Key Considerations 

◼ FIs should carefully consider their post-COVID working arrangements in 
light of inclusivity, flexibility, risk management, cost and environmental 
considerations

◼ FIs should continue to foster and build technical expertise to understand 
new technology and any potential risks including at the senior 
management and board level

◼ FIs should reassess their service provider arrangements in light of more 
stringent third-party risk management requirements and data location 
issues

◼ As the value chain of financial services continues to transform, it may be 
necessary for both regulators and firms to re-evaluate financial and non-
financial risks to stay current

◼ Where financial services are embedded in ecosystems, collaboration 
among regulating bodies in different sectors is crucial

Remote Working There is a significant divergence in opinion across the industry regarding working arrangements post-COVID; some FIs are eager for 
employees to return to the office full-time, others are more open to facilitating remote (and flexible) working, whilst a number of FIs are 
adopting a wait and see approach. Governmental pressures are also emerging, with some countries keen for employees to return to offices 
in order to help boost economic recovery. Here the drive for optionality will need to be carefully balanced against public health mandates 
and regulatory/ supervisory constraints on certain roles, as well as the different risk exposures posed by remote working arrangements.

Digitalisation Several jurisdictions have introduced or updated their legislation to facilitate digital finance and there has been a noticeable increase in the 
number of digital banking and insurance licenses that have been approved. There has also been a marked divergence across the region 
with regulators in some countries such as Singapore and Hong Kong (SAR) openly embracing digital-first approaches, whilst others are 
adopting a more cautious approach.

Use of Third 

Parties

We are seeing more firms scaling back on outsourcing operational functions, e.g. client administration. However, the number of firms using 
specialist FinTech/RegTech companies to develop technology solutions continues to increase. Regulators are becoming increasingly vocal in 
their concerns about the rise of a few large technology providers offering services to market, such as cloud and the potential build-up of 
concentration and/or systemic risk. Protectionist policies are also emerging regarding data location, residency and privacy issues. Further, 
more stringent requirements are being placed on FIs to ‘sign-off’ on third-party risk management. 
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Globally, 2021 has seen significant regulatory activity around operational 
resilience including the Basel Committee on Banking Supervision’s (BCBS’s) 
final “Principles for operational resilience”24 (POR) and updated “Principles for 
the sound management of operational risk”25 (PSMOR), which may help to drive 
the development of more uniform requirements across the AP region.

Further, Deloitte’s article International regulatory alignment on operational 
resilience - making steady progress,26 discusses the gradual convergence of 
requirements between key financial services industry (FSI) regulators and 
standard setters and makes the case that cross-border FIs should implement a 
consistent group-wide approach to operational resilience.

Taken as a whole, the AP region has largely chosen not to adopt a holistic view 
of operational resilience. Instead, individual regions are focussing on 
strengthening requirements around specific issues that are considered a current 
threat to operational resilience such as third-party risk management, 
technology risk and climate risk as well as enhancing rules for business 
continuity management (BCM). 

Operational Resilience 

While tackling these challenging issues is important, for an organisation to 
thrive, we believe taking a holistic view on operational resilience is at least as 
critical as taking a holistic view on financial resilience. Firms should look beyond 
the immediate threats and consider how they will become suitably agile, 
adaptive and robust to withstand the as yet unknown risks of the future. This 
will involve continuous assessment and improvement to identify and defeat new 
threats and develop new solutions.

Looking to the future, there is arguably a need to take a more collaborative 
approach to operational resilience and financial resilience, specifically firm 
strategy, business continuity planning, contingency funding planning, and 
recovery and resolution planning, which are very much interrelated, but are 
often managed and supervised in silos.

Key Considerations 

◼ FIs should consider adopting a consistent group-wide approach to 
operational resilience (e.g. between business units and/or offices in 
different jurisdictions) 

◼ FIs should ensure active involvement of senior management to drive the 
firm’s approach and facilitate coordination across organisational silos, 
including sufficient board level expertise and organisation wide training

◼ FIs should develop a shared resilience culture supported by appropriate 
frameworks covering governance, people and processes etc

◼ Regulators could consider setting requirements or providing guidance for 
firms where they are specifically required to holistically view and manage 
operational resilience and threats to resilience

◼ Firms should ensure that they can demonstrate how they identify, 
assess, mitigate and adapt to new threats and whether they have 
suitable governance arrangements and organisational structures to 
support resilience

https://www2.deloitte.com/se/sv/pages/financial-services/articles/international-regulatory-alignment-on-operational-resilience-making-steady-prog.html
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Digital Risk 

The significance of digital risk continues to be a key theme in Financial 
Services, as increasing consumer demand for tailored experiences and 
digital services, alongside the shift to remote and flexible working show no 
signs of abating. While organisations must find a balance between needs, 
efficacy, efficiency and budget, they must also grapple with progressively 
tech-savvy criminals, who continue to find and exploit loopholes in our 
financial systems.

As we explore in the following sections, ongoing digital transformation is 
now arguably the most significant issue for cyber security and financial 
crime risk management, with new and increasing use of technology being 
both a potential source of, and solution to emerging risks.

Growing digitisation of the financial services industry including the use 
of cryptocurrencies and digital-first financial services, such as digital 
banking and payments are also driving the emergence of new risks. 
Market volatility throughout 2021 in crypto assets, and in particular, 
cryptocurrency, has prompted a number of jurisdictions to underscore 
their protective measures. For example, South Korea 
strengthened supervision of virtual asset transactions 27 and China has 
clamped down on illegal fundraising and banned financial institutions and 
payment companies from offering services related to cryptocurrency 
transactions.

Further, how digital assets and services should be regulated and by whom, 
and the extent to which regulated firms should be allowed to offer and 
service digital assets remain key issues which we will further explore in our 
2022 Regulatory Outlook.
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Cybersecurity remains a regulatory focus area, and we have seen a number of 
regulators across AP launching initiatives and strengthening guidelines to 
address emerging technologies and shifts in the cyber threat landscape, a 
trend we expect to continue well into 2022 and beyond.

Data location, access and protection continue to be a regulatory priority – for 
example, the Hong Kong Monetary Authority (HKMA) has requested that all 
regulated firms critically assess the need for setting up a secure tertiary data 
backup (STDB) to counter the risk of destructive cyber attacks, while the 
Reserve Bank of New Zealand and MAS launched new and revised guidance, 
respectively to address emerging cyber threats. South Korea has also revised 
data guidelines to strengthen safeguards for sensitive information and ensure 
informed consent and a robust data transfer system. 28

Cybersecurity 

Key vulnerabilities remain, in particular, cloud and network-based attacks 
continue to be a major threat, alongside ‘traditional’ cybersecurity attacks such 
as email phishing, which is still one of the main causes of FI security breaches 
despite significant resources dedicated to employee training, 29 and mobile 
finance apps, which have also been exposed for severe cybersecurity 
weaknesses. 30 In addition, regulatory and supervisory fragmentation regarding 
cybersecurity also adds to the complexity of the issue.

However, while cybersecurity poses challenges to innovation, it is becoming 
clearer that FIs and FSI regulators will have to embrace, adopt and learn to 
quickly adapt to new technological advances in order to meet stakeholder 
demands in terms of new working arrangements and access to digital finance.

Key Considerations 

◼ FIs should invest in data protection, cyber security training, and 
appropriate tools and software to mitigate cybersecurity risks

◼ FIs should take a holistic approach to data protection and security risk 
relating to technology adoption such as artificial intelligence (AI)
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Prevention and management of financial crime remains an ongoing challenge 
for FIs and their supervisors. Money-laundering and terrorist financing schemes 
have become progressively more sophisticated as criminals are finding 
innovative ways to exploit the growth of digitisation and digital service 
offerings. Criminals are utilising new payment platforms and cryptocurrencies to 
conduct complex, multi-layered transactions that are increasingly difficult to 
detect and trace. A challenge that is further exacerbated by fragmented and 
inconsistent Anti-Money Laundering (AML) guidelines and regulations across the 
AP region.

Nevertheless, firms are taking considerable steps to enhance their detection 
and prevention capabilities. A growing number of FIs and FSI regulators are 
embracing the use of ‘RegTech’ (i.e. technology solutions that are designed to 
enhance processes in place to meet regulatory requirements and expectations) 
in the fight against financial crime.31, 32 Further, the emergence of new 
technologies such as privacy enhancing technologies (PETs), which allow users 
to analyse data from within a secure environment and extract data without 
disclosing sensitive information, have the potential to significantly improve 
financial crime detection and prevention.

Financial Crime 

Key Considerations 

◼ Foster and invest in the development of sufficient technological 
knowledge and expertise throughout your organisation to:

◼ Identify weaknesses in digital service offerings

◼ Utilise technology to increase efficiency and effectiveness of financial 
crime detection and prevention measures

◼ Understand and mitigate risks associated with RegTech 
implementation such as human bias and technical, usage or security 
flaws in input data, algorithm design or output decisions

◼ Engage with supervisors early and collaboratively to ensure they 
understand and support technology solutions

◼ Strong communication will be needed between regulators and FIs, to 
support a greater understanding of technology solutions and how they 
can be rolled out more broadly across the industry to improve financial 
crime detection and prevention.

As PETs becomes more accessible and the technology underpinning it advances, 
we expect to see greater access to information and collaboration on financial 
crime risk intelligence across the region.

Arguably, the key issue has evolved from whether or not technology is effective, 
to how it can be utilised to maximise efficiency and ensure the best outcomes. 
Firms that do not develop their technological capabilities are likely to find 
themselves falling behind their peers and evolving regulatory requirements and 
open themselves up to increased risk of bad actors and enforcement action. 
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Climate change and sustainability remain close to top of mind for the AP region, 
with a number of sustainability initiatives launched across AP over the course of 
2021. Japan announced its climate change strategy,33 Malaysia and Singapore 
both published principles-based taxonomies to help FIs assess and categorise
economic activities according to the extent to which they support climate 
objectives,34 and Australia also released the draft guidelines on managing the 
financial risks of climate change.35

In Singapore, the Green Finance Industry Taskforce has also developed a 
framework for green trade finance transactions,36 together with recommended 
industry certifications and recently consulted on adopting The Task Force on 
Climate-Related Financial Disclosures (TCFD) recommendations as a minimum 
standard for listed companies’ climate-related disclosures. Similarly, New Zealand 
introduced minimum disclosure standards for publicly listed companies and large 
FIs.37

Further, Hong Kong (SAR) successfully issued US$2.5 billion of green bonds in 
Janurary,38 including the first 30-year tenor green bond to be issued by an Asian 
government and a number of countries issued green and social bond guidelines.

However, developing meaningful models to address both transitional and physical 
risk, and fostering the skills and knowledge to embed climate related risk 
management continue to be an ongoing challenge for many FIs and FSI regulators, 
and there is a significant divergence in approach across organisations and 
jurisdictions. 

Climate Change (1/2)

Throughout 2021, we have seen a number of extreme weather events in 
AP. The increasing frequency of these type of events may help to 
accelerate the need for climate-related stress testing in some 
jurisdictions.

Further, ‘greenwashing’ remains a key concern for regulators and 
investors and poses potential reputational and liability risks for firms. 
Nevertheless, the International Financial Reporting Standards (IFRS) 
Foundation has now established an International Sustainability 
Standards Board (ISSB). which should be a significant driving force 
behind consistent disclosure reports.39

Additionally, COP26 has helped to spur momentum regarding climate 
change initiatives. Addressing the risk posed by climate change is now a 
clear international priority with a number of recommendation and 
guidelines being issued by international bodies such as the Financial 
Stability Board (FSB) and the International Organization of Securities 
Commissions (IOSCO), which we will explore in more detail in our 2022 
Regulatory Outlook. The COVID-19 pandemic has also in many ways 
been a catalyst sharpening stakeholders’ focus on ESG, and increasing 
investor and consumer demand is likely to continue to help drive 
sustainability initiatives and progressively detailed and standardised
reporting.
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Climate Change (2/2)

Deloitte’s recent report Asia Pacific turning point - how climate action can drive 
our economic future makes the case that climate inaction could cost AP 
economies up to $96 trillion by 2070, while strong climate action could deliver 
a gain of $47 trillion to AP economies by 2070.40 However, in order to achieve 
these benefits firms and countries need to take rapid and bold action now. 

FIs need to carefully consider their own strategy as well as government targets 
and ensure that they are on track to deliver within expectations.

We believe that FIs should increase focus on the ‘s’ (social) aspects of ‘ESG’ which 
is becoming more important to investors and consumers and is also increasingly 
on regulators’ radars. Arguably, we are on the verge of a paradigm shift in 
thinking where ESG focused investment will become mainstream, while 
environmentally and ethically questionable firms will be marginalised by society.

Key Considerations 

◼ FIs should formulate a detailed plan of how they will meet ESG 
commitments/ timeframes and increase their efforts on assessing and 
mitigating the risks of exposure to environmentally questionable firms 
and industries

◼ FIs should also focus on management of the risks associated with social 
issues such as worker safety and treatment, flexibility, diversity and 
equality, including the conduct of their suppliers and clients as well as 
within their own organisations.

◼ Both FIs and regulators would benefit from the implementation of 
globally-consistent sustainability reporting standards.

https://www2.deloitte.com/au/en/pages/about-deloitte/articles/asia-pacifics-turning-point-deloitte-australia.html
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