
"REGUVOLUTION" 

 

The purpose of this article to is to describe the true "regulatory revolution" that we have seen over 

these last few years as an inevitable consequence of the financial crisis of autumn 2008. We are being 

inundated with a continuous flood – sadly not yet ebbing – of regulations and standards of all types. 

These new regulatory constraints are burdensome to administer and have made profound changes to 

the day-to-day work of corporate treasurers. Plenty of challenges confront us in coping with this 

change in the working environment. 

"Revolution" (The Beatles) 

Since 2008, we have been assailed by a whole raft of new regulations of all types. This is the direct 

consequence, there is no mistaking it, of the post-financial crisis climate. What the G20 has announced 

to us is its inevitable result. The regulations were slow in coming; but they are here now, and hitting us 

one after the other, sometimes several at a time. We see this as being a true regulatory revolution 

which we might label by the specially coined word "reguvolution".  This was a revolution waiting to 

happen, which is now finally emerging after a long wait and after far too lengthy discussions. For a few 

months now, everything seems to have been happening at once. First, it seemed to get off to a slow 

start. Then, the high-speed train of regulatory reforms seemed to gather pace and move up to full 

speed. When a high-speed train is moving, it is difficult to stop. There is a worry that all these 

regulations, and not just European regulations, will not eventually be harmonised, coordinated or 

aligned with each other. This is a clear risk. But what is worse is the worry that all of these rules, once 

put in place, might have conflicting and even counter-productive effects. At this stage no one, starting 

with the G20 itself, has asked themselves whether this whole collection of financial regulations, this 

huge and amorphous edifice, will produce the desired effects and do the job it is supposed to do when it 

is eventually finalised.  So, might we looking at the Tower of Babel or the leaning Tower of Pisa? Let us 

hope that the edifice proves to be robust. The major problem, however, lies in the fact that there is no 

way of measuring the impact that all these new rules might have on treasurers. As with the work of 

Thomas Young in physics, ripples of identical or similar type or frequency can have positive or negative 

effects.  Young therefore talked of constructive or destructive waves. If constructive, the resulting power 

will be increased, and vice versa. It is precisely the constructive waves from these regulations that worry 

us.  

A new Commission is about to take up residence in Brussels. Treasurers are wondering whether our new 

Commissioner, will be able to give this regulatory edifice form and put the finishing touches to it. Will 

the post-Michel Barnier era be any clearer and more transparent in terms of regulation? Who knows? 

This will be one of the challenges facing the new European Commissioner for the Internal Market (i.e. 

Jonathan Hill). 

… "You say you want a revolution. Well you know. We all want to change the world. You tell me that’s 

evolution. But when you talk about destruction. Don’t you know that you can count me out. Don’t you 



know it’s gonna be all right? All right, all right….” (The Beatles). This asks a good question. A song that is 

interesting in several ways. 

"Dear Prudence" (The Beatles) 

In the name of the principle of prudence, rules have been laid down to put world finance back into 

shape and to avert systemic risk. There is no doubt that this was necessary. However, the pendulum is 

perhaps swinging a bit too far in the other direction. By legislating on everything without exception, and 

without taking into account the particular and specific case of "real economy" treasurers. The nub of the 

matter, in our view, is the clear and patent lack of coordination at the worldwide level. The regulatory 

overload and the accumulation of new rules impose a huge cost, which is often underestimated or 

somewhat overlooked by CFOs. How do you make your CFO interested in compliance projects such as 

these?  This is a real challenge for any treasurer. The return on investment is always low on projects that 

are simply for compliance. Conscientious companies that are totally compliant, particularly with EMIR, 

unfortunately receive no reward compared to the less conscientious who have not yet taken the trouble 

to comply. Come what may, the cost imposed by these regulations will always be greater than the 

benefit.  

"Everybody’s Got Something To Hide Except Me And My Monkey" (The Beatles) 

The grand principle of transparency (even a Directive bears that name) is perhaps being taken too far. 

On the pretext of guaranteeing it, legislators are imposing strict rules that apply to everyone with 

limited exceptions. In this respect, EMIR allows a few exceptions for non-financial entities, but it is 

unusual in doing so. Of course, we have seen several scandals since 2008. Most, recently, have involved 

banks, for example LIBOR rigging, rogue traders, and non-compliance with embargoes, but there have 

also been corporate scandals, such as window-dressing or accounting adjustments in UK.  Would they 

have been spotted without increased regulation? Perhaps – we need to strike the right balance. Too 

much regulation can also harm the economy and jeopardise the long-awaited recovery. Are they trying 

to achieve too much? Moderation in all things, as they say.  

Surely the Financial Transaction Tax (FTT), for example, is principally a means for governments to 

refinance themselves, rather than being a means of preventing speculation? In trying to do away with 

speculation and ring fence high street banks from it, Europe could have an adverse impact on the whole 

banking industry and, as collateral damage, on corporate treasurers (e.g. Art. 11 & 12 of the proposed 

Regulation on structural measures to improve the resilience of EU credit institutions July 2014). Absolute 

transparency is restrictive. There have never been so many checks and supervisors for quoted 

companies. The IFRS standards also impose an "open book" policy, sometimes to the detriment of 

financial management. As always, there is an over correction of excesses through rules that are often 

too strict. We are taking regulation too far, to the detriment of business. What is more, these rules are 

not sufficiently "principles-based", and too "rules-based", blocking any reasonable interpretation or any 

flexibility.  



 

 

“Back In The USSR” (The Beatles) 

These regulations could be "disruptor" elements. They could conflict with each other in some cases, 

requiring reports to be produced in different versions to meet the requirements of different supervisors. 

The complexity of these measures also makes them very burdensome. Nothing in them is simple or 

intuitive. We seem to have left the world of capitalism behind, to move towards a hyper-restrictive and 

policed interventionist system. The regulations are a sort of giant minefield, stuffed full of dangers. They 

impose unavoidable additional administrative costs, greater operational complexity, increased liquidity 

risk, higher hedging cost, and a profound transformation of the banking industry. The banking industry 

will have to change. Acquisitions and mergers are not happening because of the difficulties inherent in 

their businesses. However, the banks are repositioning themselves and are more than ever becoming 

"niche banks", under the effects of "disintermediation".  

Against which, the positive aspects are increased discipline, stronger banks, lower systemic risk, and 

reduced counterparty risk. Let us hope that the regulations will not become a sort of bottleneck that 

might choke off the long-awaited economic recovery. Over-regulation could be as bad as not enough 

regulation. Take care not to get lost in the jumble of disparate regulatory systems, which we choose to 

call "lost in translation".  

“Ob-La-Di, Ob-La-Da Life Goes On" (The Beatles) 

We are thoroughly sick of all these acronyms that beset us one after the other – SEPA, MiFID II, EMIR, 

MiFIR, BEPS, FTT, MMF, PSD II, CRA, CRD IV, B3, etc… Plenty of rules, but do we really need them? When 

questioned (at long last) by the European Commission (a huge consultation started in 

2014/"Questionnaire for the public consultation on enhancing the coherence of EU financial services 



legislation"), EACT responded that what the real economy needed was to set priorities for the 

regulations and to target them properly, without penalising corporates.  EACT fully accepts that the 

stability of the financial system is the crucial thing. The changes made to the banking system indirectly 

penalise treasurers. EACT also recommended to the European Commission that it should make a better 

prior assessment of the impacts of all types that these regulations would have in the short term, 

including for "NFCs" (Non-Financial Companies). The association also stressed the importance of 

maintaining dialogue with the "real economy". ESMA also lacks some of the resources it needs to play its 

role of financial policeman to the full. Without resources and specially recruited staff, it will not be able 

to supervise compliance with the rules. Treasurers are the most fervent supporters of stronger and 

more robust banks.  

EACT still favours transparency and the strict application of rules, provided they encourage stability. We 

fear that all these measures taken together might jeopardise and put the brakes on the long-awaited 

economic recovery, rather than encourage it.  The recent idea of segregating bank businesses is a good 

example: a measure that is probably positive but which brings with it dangers through the consequences 

that it might be expected to have. Segregation could have undesirable effects. It is all a question of 

appraisal and evaluation to avert catastrophic consequences. For example, restrictions on derivatives 

that might have to be centrally cleared and collateralized. The thing that we would not want could be 

back with us sooner than expected, in spite of the Liikanen report recommendation.  Treasurers might 

find themselves struggling to hedge foreign exchange exposure (see Art. 11 & 12 referred to above). The 

solution therefore lies in prescribing the right dose of regulatory measures. The risk has become so great 

that we have even reached the stage of creating the job of "Compliance Officer" in non-financial 

enterprises.  

Treasurers understand that the authorities need to legislate to avert excesses and guarantee stability, 

but they do not want this used as a pretext for imposing rules on them – rules that are unduly 

burdensome and counter-productive, some of them even harmful to the economy. Sometimes, in the 

name of the sacrosanct principle of prudence, they might wish to modify a whole industry, such as the 

money market fund industry – even at the risk of completely destabilising it at a time when low interest 

rates are already pushing it to the wall. Surely the danger lies in shifting the money out of money market 

funds into ordinary bank deposits? That would most certainly be counter-productive in terms of risk. 

The financial world seems to have become a huge laboratory for legislators, in which they try to find a 

universal panacea without having chemistry qualifications. Nevertheless, "All You Need Is Love".  



 

"While My Guitar Gently Weeps" (The Beatles) 

Regulation also means evolution, or even revolution, through the abrupt nature of all these new rules, 

through the way they work and the increase in the number of reports of all types that need to be 

produced. The back-office aspect of the treasurer’s function has been growing steadily for a number of 

years.  The effort going into reporting has become enormous and even though this is being automated, 

it will still remain huge.  An example might be BEPS, which now afflicts us, and which will cause 

additional cost and work. We have to take out subscriptions with rating agencies to benchmark our 

loans and inter-company transactions.  The EU plans to have a go at shadow banking, but here again, do 

we need to condemn it for all the world's ills? Is that all we have to do to avoid instability? Shifting the 

blame for problems has never yet resolved them. We are in an environment of perpetually shifting rules 

with which we have to comply and to which we have to adapt constantly. The two biggest changes that 

have affected our profession in recent years are undoubtedly technology and the flood of regulations. 

The two have conflicting effects however: technology is about efficiency and rationalisation, while 

regulations impose administrative burdens and require additional resources.   

 

 



 

"Helter Skelter" (The Beatles) 

They say that every cloud has a silver lining; so we should always try to see the bright side of everything. 

Regulations require us to take stock of ourselves, to review our procedures and internal controls in 

depth, and to rethink the way we work. Perhaps it is a true opportunity. Except that most treasurers 

would see it as coming at a bad time. The goal would be, through taking a proactive approach, to ensure 

that we land on the right side of these disruptive innovations. This revolution requires an evolution in 

technology systems, organisation and a very open minded attitude in treasurers to see the positive side 

of it. ROI will always be negative, but let us at least try to keep that to a minimum. We should also 

realise that all these measures put the spotlight on the treasury function. Nobody can complain about 

that, even though selling a compliance project in-house will still remain a real challenge for any 

treasurer.     

Regulations are like the Italian desert called Neapolitan ice cream, with different-coloured layers one on 

top of the other. The types of ice cream do not mix. The same thing goes for regulations which are being 

piled one on top of the other with no coordination. As with any change, along with the good comes the 

risk of trying to achieve too much. Furthermore, as is so often the case, the end user – treasurers – will 

pay all or some of the resulting additional cost incurred by the banks. At the end of the day, somebody 

has to pay.  

Parodying the rock group T. Rex, we might say: "treasurers, children of the reguvolution". However, on a 

more optimistic note, let us remember Sun Tzu’s words: "success lies in reacting fast to changing 

situations".   

 

François Masquelier, 
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