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Foreword
The United Kingdom’s departure from the European Union provides our financial services sector with a 
remarkable opportunity to enhance its already world class regulatory framework – ensuring it continues to 
implement the highest standards and remains a globally competitive financial centre for years to come. 

As many readers of this report will know this is not only desirable but essential, as few industries see such 
fierce rivalry from international competitors or innovates quite as rapidly. So, if the UK’s financial services 
sector is to stand any hope of remaining ahead of the chasing pack, it must urge government to take this 
chance and hone its regulatory setting. 

Using our departure from the EU as the catalyst for the right framework is no bad thing, and emphasis should 
be placed on the benefits for everyday users of financial services, as well as the country at large. It will help 
achieve the government’s ambition to solidify the UK’s status as the global capital for both fintech and green 
finance, while retaining our competitive edge across more traditional financial services – it really is vital that 
we get this right. 

It is difficult to overstate the key role that the financial services sector plays in the UK economy and its 
success. It adds over £130bn to the economy each year, supports over a million jobs, makes a significant 
contribution to the public finances, and helps facilitate global trading opportunities for small and medium-
sized businesses. The benefits are felt in every corner of the UK – from Edinburgh and Glasgow, to 
Manchester, Cardiff, Belfast, Birmingham, Bournemouth and of course London.

If we are to continue benefiting from having a world-leading sector based in the UK, we must do our best to 
allow the right conditions for it to thrive. Chief amongst these are making sure Parliament is equipped to play 
a key role in setting the regulatory framework for financial services, now powers have been returned from 
Brussels. 

This necessarily evokes a number of crucial questions, including: How should we redistribute these powers? 
What exactly should Parliament’s role be? And what additional structures and support will be needed to 
allow Parliament to deal with the vast quantities of specialist financial services legislation it must now rule 
on? 

An increase in the powers of financial services regulators is of course both inevitable and ultimately necessary 
given their expertise on so often detailed and technical matters. But an extension of the regulators’ remits 
must be met with new checks and balances. It is here that a democratically elected and accountable 
institution like Parliament is best-placed to retain oversight of any new powers and judge whether or not 
they are being applied in the interests of the public. 

To be most effective in this work, Parliament should establish an overarching framework for regulating the 
financial services sector, and scrutinise the delivery of regulation within that framework. This would help to 
create a system that balances democratic accountability with the need for agility and technical expertise. It 
would also be in contrast to the highly specific and technical approach favoured by the EU. 

Additionally, such an approach should allow Parliament to weigh the implications of the new regulatory 
framework for financial services against the many other public policy objectives that both government and 
Parliament must act on over their duration. For example, this could mean ensuring global competitiveness is 
embedded in the general principles set for the sector’s regulators, while at the same time retaining oversight 
to ensure the highest possible standards are maintained.  

If Parliament is to achieve any of the above, there is a general feeling amongst my colleagues that its ability to 
scrutinise will need to be enhanced. Hearings with senior regulators should be more forensic and additional 
expertise will need to be called on, making sure our approach to regulation in Parliament evolves alongside 
the latest developments in the sector.
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A new set of demands on Parliament of course requires a new approach. That is why this report does not 
shy away from the need for a new Parliamentary committee to scrutinise legislation governing the work of 
the financial services sector – supported by dedicated, expert staff and a specialist advisory network. The 
Treasury Committee, which would currently be the closest in substance to such a committee, already has an 
overstretched remit, and to add to it further risks diluting their often important work. 

Finally, I would like to thank all those who contributed evidence to this consultation and ultimately to this 
report, including: Association of British Insurers (ABI), Building Societies Association (BSA), Confederation of 
British Industry (CBI), European Venues and Intermediaries Association (EVIA), Finance & Leasing Association 
(FLA), Institute of Economic Affairs (IEA), International Regulatory Strategy Group (IRGS) and UK Finance. 
In addition to written evidence, I also held conversations with the Australian Treasury, the Banking Policy 
Institute and the High Commission of Canada, and was grateful for the thoughts of Dr Kay Swinburne who 
spoke at a roundtable meeting held on the consultation. These contributions allowed the APPG on Financial 
Markets & Services to develop a wide-ranging and international view of this matter and the opportunities for 
one of our country’s most important sectors. 

As Chair of the APPG, I remain committed to working with the government, Parliament, the financial services 
sector, regulators and other interested parties to develop a world-class regulatory framework for the sector 
to allow the implementation of the highest global standards, which befits the public and the important role 
the industry plays in the UK’s economy. 

Bim Afolami MP, Chair, All-Party Parliamentary Group on Financial Markets & Services 
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Executive Summary 

The UK’s exit from the EU requires fundamental 
change to the framework for regulating financial 
services.

Powers returned from Brussels will need to be 
redistributed between the government, Parliament 
and regulators. An increase in the powers of 
regulators is both inevitable and ultimately necessary 
as they are best placed to take on many functions 
previously handled at the EU level. This increase in 
powers will need to be accompanied by new checks 
and balances. Parliament is key to this.

Parliament’s key focus should be on setting the 
framework for regulating financial services and 
scrutinising the delivery of regulation within that 
framework.

The role of the European Parliament in technical EU 
regulation reflects the EU’s preference for embedding 
high levels of technical detail in EU primary law. 
As the UK will not generally follow this approach 
after Brexit, the role and focus for Westminster will 
be different. Its focus should be on defining the 
parameters and aims of financial services regulation 
in statute and then scrutinising the work of the 
regulators (and, where appropriate, the government) 
charged with delivering those aims.

This role should involve debating and defining the 
broader balances between public and financial 
services policy that regulators cannot and should 
not set.

Financial services regulation sits within a wider set 
of public policy priorities that includes economic 
growth, UK competitiveness, domestic competition, 
financial inclusion, intergenerational equity and 
decarbonisation. Parliament has a vital role in defining 
the way in which these things can be balanced 
against financial services imperatives that need 
consideration when setting effective regulatory 
frameworks. Having been set at the EU level for a 
decade or more, there is a strong case for revisiting 
this political framework in the UK, not least in areas 
such as the split between wholesale and retail 
regulation, which is a feature of the UK market not 
present in the same way in any other European state. 
This oversight should be enabled by periodic review 
not only of the financial services rulebooks, but also 
provisions in all UK primary legislation on financial 
services.
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Parliament’s scrutiny role should be enhanced 
to cover permanent oversight of the work of 
regulators against the mandate set in framework 
legislation. Parliament should also be a convenor 
of market expertise.

Parliament’s periodic hearings with senior regulators 
should be expanded into more detailed and forensic 
assessments of the impact and implementation 
of regulatory duties and the value for money of 
regulatory activities. These sessions should not be 
pro forma: scrutiny should be robust, and regulators 
should be expected to treat explication and defence 
of their approach in Parliament as a key part of their 
role. Parliament should also develop its capability to 
act as a convenor of market intelligence and insight 
similar to the – less transparent and more truncated – 
panels convened by the regulators. It should facilitate 
an ongoing debate and dialogue on market and 
consumer change, the evolution of business and risk 
models, technological developments and the UK’s 
wider place in financial services internationally.

This new set of demands will require a new 
Parliamentary structure and a support framework 
for Parliamentarians that ensures a high level of 
technical advice on complex financial services 
issues.

The current Treasury Committee necessarily has a 
much wider remit than financial services. There is 
a strong case for a new standing joint committee 
of both Houses with a specific remit for financial 
services. This committee cannot rely on the 
expertise of individual Parliamentarians but must 
institutionalise a high level of technical support 
through expert recruitment, an expert advisory 
network and effective secondments.
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Parliament and UK financial services 
after Brexit 

1. Now the UK has exited from the EU a wide and important range of regulatory functions have been 
transferred from the EU institutions back to the UK. These include defining and codifying the UK’s core 
regulatory frameworks for almost all aspects of financial services. This shift of regulatory prerogatives is 
not just a question of moving the locus of decision-making on regulation, but also of moving the practice 
of regulation between two jurisdictions that have historically taken a different approach to regulation.

2. The EU model of financial services regulation is defined by a central role for primary legislation, often in 
highly technical areas. This is both a general regulatory mindset, and a reflection of the way in which the 
EU uses harmonisation to underpin the use of internal mutual recognition via the passporting system. Its 
most refined form is the use of EU Regulations which direct EU member state practice without the 
intermediation of national legislation or regulation and often at quite a high level of detail.1

3. This way of making rules at the EU level, although often necessary to ensure regulatory harmonisation, 
produces two important features of the system:

• A high level of technical regulatory detail in statute, with proportionally less scope for flexibility 
from regulators in adapting practice over time.

• A necessarily technical role for the European Parliament in co-legislating technical regulation via the 
co-decision process.

4. Although it has adapted to this model as an EU member state, the UK has not traditionally made financial 
services regulation in this way. Rather, the UK previously used primary legislation to define the broad 
aims, principles and requisites of regulation, while delegating a relatively high level of independence to 
regulators in adapting practice over time within the bounds of primary and secondary legislation.

5. Thus, post-Brexit, Parliament faces a number of choices. If the UK plans to sustain the EU model
of detailed statutory technical regulation (as it has done to some degree in the onshoring process), 
Parliament will necessarily take on a very different role in scrutinising such policymaking. This perhaps 
brings a valuable element of democratic input, but it also demands a high level of technical expertise.
It also makes updating and amending regulations a protracted process and potentially exposes relevant 
Parliamentarians to predictable levels of external pressure on what should be technical rule choices. 
Alternatively, if the UK plans to revert to its established model of regulation in which regulators have and 
use a measure of discretion, giving the UK system a greater degree of flexibility to adapt, the question 
becomes one of Parliament’s role in defining scope, setting those principles and overseeing and 
scrutinising the work of regulators.

6. These two options are not mutually exclusive. It is inevitable and necessary that the powers of 
independent regulators will expand in some ways with the onshoring of the EU rulebook and EU-level 
prerogatives to the UK. Parliament will always have some responsibility for financial services regulation 
through its role in defining statute. In practice, the UK’s aim should be to find a hybrid that produces the 
balance of flexibility, is robust, maintains standards and ensures the political accountability that
the UK needs. This is the approach proposed by HM Treasury in its Financial Services Future Regulatory 
Framework Review: Phase II consultation (see box 1).

1 For example, the Capital Requirements Regulation directly sets specific capital levels for all EU banks on a minimum harmonisation basis while the Markets in 
Financial Instruments Regulation directly sets rules of pre- and post-trade transparency for trading venues in over the counter derivatives.
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Box 1: Financial Services Future Regulatory Framework Review: Phase II consultation
 
HM Treasury published its Phase II consultation on the Future Regulatory Framework Review on 19 October 
2020.2 It proposes a blueprint for the future regulatory framework that builds on the strengths of the model 
established by the Financial Services and Markets Act 2000 (FSMA) as follows:

• There will be a clear allocation of responsibilities between Parliament, HM Treasury and regulators. 

• The government and Parliament will be responsible for setting the policy framework for regulation. 
This will include new policy-framework legislation for specific areas of regulated activity, which will give 
the government and Parliament the opportunity to set out the key public-policy issues that must be 
considered when designing and implementing regulatory standards. 

• The Prudential Regulation Authority and the Financial Conduct Authority will be responsible for 
designing and implementing the regulatory standards that apply to firms and markets using their 
existing rule-making powers in FSMA. This approach will maximise the use of expertise in the design 
of regulatory standards and ensure those standards can be flexed and efficiently updated to address 
changing conditions and emerging risks. As much as possible, this should result in one coherent source 
of regulatory requirements for firms: regulators’ rulebooks. This will involve the transfer of regulatory 
requirements in onshored legislation to regulators. It will also offer an opportunity to review and 
rationalise some areas of non-EU-derived legislation. 

• The Prudential Regulation Authority and the Financial Conduct Authority will be subject to enhanced 
transparency requirements obliging them to explain how they have had regard to the public-policy 
issues set out by Parliament in activity-specific policy-framework legislation. This will provide Parliament 
with a clearer basis on which to scrutinise regulators’ work and will support effective engagement with 
regulators’ proposals by firms and members of the public. 

• The cooperation and coordination arrangements that exist between HM Treasury and regulators will 
include more-systematic consultation between these institutions at an early stage in the policy-making 
process. In particular, this will allow Treasury ministers, who have overall responsibility for financial-
services policy in the UK, to consider regulators’ rule proposals and feed in views to their policy-
development processes before proposals are finalised for consultation. 

• The government recognises that this will involve delegating a very substantial level of policy responsibility 
to regulators. The consultation therefore identifies areas where the framework arrangements for 
accountability, scrutiny and public engagement in the policy-making process, particularly in relation to 
the regulators, might be adapted. It also suggests Parliament will wish to consider how its scrutiny of 
regulation may need to adapt, particularly in relation to regulators. 

• The consultation proposes an overall approach to the regulation of financial services, built on the existing 
FSMA model, which the government believes should form the foundation of the future regulatory 
framework. It does not, at this stage, present a full package of proposals. Subsequent debate in Parliament 
and among stakeholders, and responses to the consultation, will be used to develop a final package of 
proposals that will be presented in a consultation during 2021.

2 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/927316/141020_Final_Phase_II_Condoc_For_Publication_
for_print.pdf

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/927316/141020_Final_Phase_II_Condoc_For_Publication_for_print.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/927316/141020_Final_Phase_II_Condoc_For_Publication_for_print.pdf
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The role of Parliament:  
regulatory aims and trade-offs

7. It is useful to think in terms of the distinction between financial services legislation and regulation. The 
former is the setting of the framework in which financial services activity takes place in the UK, and the 
way the UK financial services economy interacts with the wider world. The latter is the detailed rules set 
out by regulators for firms and market infrastructure to meet this mandate and the enforcement of those 
rules. The question for the future is what role Parliament should have in setting the regulatory framework, 
and in scrutinising the activities of regulators within it.  

8. Whatever approach the UK chooses to take to questions of detailed scrutiny of technical regulation (see 
below), Parliament will have a critical role to play in setting the framework for financial services regulation 
and debating and defining the role of financial services in the economy and society. Previously this 
political mandate was essentially set in Brussels. It should now be set in Parliament, and should extend to 
Parliamentary judgements on the extent to which factors such as climate change, UK competitiveness 
or sustainable growth should be established as objectives in primary law – against which regulators can 
then be scrutinised. It is also for Parliament to define the fundamental principles of financial services 
regulation in the UK, and to address any trade-offs that arise in doing this, or wider negative externalities 
or unexpected consequences that emerge from specific regulatory approaches. There are a number of 
areas in which this basic role is of particular importance, as follows. 

The role of the financial services sector in the wider economy of the UK 

9. The financial services sector is a vital enabler of the wider UK economy as has been shown in the role it 
has played in responding to Covid-19. The aim of regulation is to ensure that both individual firms and the 
sector as a whole operate to a high baseline of competition, stability, firm-level and systemic integrity 
and consumer and counterparty protection. These are both the means of sustaining a healthy financial 
services sector and critical ends in themselves, but they have to be achieved while delivering financial 
inclusion, innovation and a degree of societal risk-taking in the form of investment.  

10. These are all crucial aspects of general public welfare. But the balance between these aims is inherently a 
political question and regulators are understandably cautious about qualifying mandates that have been 
defined around prudential stability or customer protection with aims such as driving economic growth, 
promoting UK competitiveness or wider social aims such as incentivising decarbonisation. Only politicians 
can define and mediate these trade-offs, and this is an important and necessary role for Parliament. 
 

The retail/wholesale distinction 
 
11. The UK has the relatively unusual distinction of hosting both a large national retail banking sector and a 

major global wholesale financial centre. The UK’s scope to differentiate between these two markets in its 
regulation was to some extent constrained by an EU approach embedded in a single rulebook in which 
the retail/wholesale distinction was often downplayed.  

12. Outside of the EU, the UK will have more autonomy to define the ways in which regulatory assumptions 
about, and approaches to, retail and wholesale activity may vary. This involves important questions about 
the different capabilities and levels of financial sophistication – and commensurate levels of statutory 
protection – of retail customers and wholesale counterparties that Parliament has an appropriate role in 
defining.  

13. The international context of wholesale financial services also means that its regulatory framework needs 
to be framed from this perspective. The UK competes with a small number of global centres to attract 
both custom and investment in inherently international services such as foreign exchange or derivatives. 
Parliament is the appropriate forum in which to define the ways in which the UK might take differing 
approaches in wholesale and retail services, and reflect the international dimension of wholesale markets 
in its regulatory approach. 
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The regulatory perimeter 
 
14. Against a backdrop of rapid technological change an additional important role for Parliament is in 

monitoring and making key judgements about what ultimately falls within the scope of financial services 
regulation. Financial services regulation in the UK contains a range of criteria that bring products and 
services into the reach of certain forms of regulation or leave them outside it, ultimately forming the 
regulatory perimeter. Some of these are features of services such as the formal provision of credit, while 
others are linked to the kind of entity that is providing the product or service.  

15. Approaches to defining the regulatory perimeter can be tested by technological change, business model 
innovation or evolving customer preferences. An important role for Parliament over time should be 
monitoring the location of the regulatory perimeter and ensuring that it evolves with changes in the 
market, product and service design and technology.  

Alignment and divergence 
 
16. As in any sector, alignment of regulatory practice with third countries can make it easier to both export 

and import services between jurisdictions. In some cases this is a question of simply making it easier for 
multinational firms to operate across multiple markets. In others it can be the basis for determinations of 
equivalence or other forms of regulatory deference. In some instances this equivalence can come with 
enhanced market access rights.  

17. It seems likely that the EU in particular will seek to condition UK operating rights into the single market 
on various forms of alignment with EU rules. As inside the EU, this may mean weighing the benefits of 
fully customised UK rules against the commercial and economic benefits of enhanced rights in the EU (or 
elsewhere). Judging such trade-offs is beyond the remit of regulators and should be part of Parliament’s 
ongoing shaping of the framework within which they operate. 

 

The role of Parliament: scrutiny 
 

18. Enhanced prerogatives for UK regulators after the UK has left the EU, as proposed by HM Treasury, must 
be accompanied by an enhanced scrutiny role for Parliament. Regulators should be formally accountable 
to Parliament for their interpretation of the principles and policy set by the regulatory framework and 
the value for money of their activities. This should not be pro forma: scrutiny should be robust, and 
regulators should be expected to treat explication and defence of their approach in Parliament as a key 
part of their role.

What scrutiny means 
 
19. Having set the financial services regulatory framework, Parliament then has a key role in ensuring that 

the set of priorities and principles that it has embedded in statute are expressed in regulatory practice. 
Parliament already conducts a degree of such scrutiny through its periodic sessions with senior regulators, 
but this should arguably be intensified and reframed much more explicitly around the execution of the 
mandate that Parliament has set and the navigation of the key trade-offs defined above. Scrutiny should 
extend to all regulators whose work touches on financial services including the Bank of England (including 
the Prudential Regulation Authority), the Financial Conduct Authority, the Payment Systems Regulator, 
the Competition and Markets Authority, the Financial Ombudsman Service, The Pensions Regulator and 
the Information Commissioner’s Office. 
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 Building review mechanisms into legislation and regulation  

20. One key feature of a range of analogous systems to the UK’s (see box 2) is the use of review mechanisms 
(review clauses or sunset provisions) in financial services statutes. These mechanisms can ensure a 
systematic and apolitical process of reviewing legislation on a periodic basis to revisit objectives and 
capture Parliament’s evolving views on any aspects of the framework for regulating financial services in 
the UK. Regulators themselves should review the impact of the rules they introduce under legislation, and 
Parliament should be equally interested to scrutinise whether they are as it intended. 

21. Spaced out in time enough to ensure that they did not become a source of regulatory volatility or 
instability, such mechanisms would provide a valuable opportunity for taking stock of frameworks for 
market activity, provide an incentive for deep and wide consultation and encourage fresh thinking and 
Parliamentary leadership. 

 

Parliament as convenor 
 
22. Parliament’s role in scrutinising both financial services legislation and regulation should extend beyond 

interaction with regulators and the government. To inform its understanding of the broader trade-offs 
inherent in setting financial services legislation, Parliament should see itself as a convenor with a unique 
role in gathering market and societal views on financial services markets practice, the implications of 
technological change and changing consumer behaviour. Its evidence sessions can provide a more 
transparent version of the market panels used by the regulators to inform their own views of evolution in 
market behaviour.  

23. Ongoing sessions of this kind would also be a forum for debating the wider linkages in UK financial 
services policy: its role in supporting growth, decarbonisation, levelling-up and other wider societal aims. 
It would also interrogate international linkages in UK financial services policy and regulation – including 
the extent to which the UK was pursuing alignment/divergence with others and the role of international 
standards in the UK.  
 

Box 2: the ‘UK model’ beyond the UK  
 
While the pre-EU membership ‘UK model’ of a statutory framework delivered through discretionary 
rulemaking had a number of features idiosyncratic to the UK, it is not unusual as a general approach. 
 
The US system is based around a similar model of primary enabling legislation shaped in the legislature that 
is then delivered through rulemaking by agencies mandated for this purpose. Rulemaking is often flanked by 
review periods to provide scope for legislators to monitor and ensure that the powers they have authorised 
are being used as they intended. 
 
In Canada, the system is also principle-based and non-prescriptive, with the government in Parliament and 
the Parliamentary Finance Committee using the legislative process to set the framework in which regulators 
then deliver market and firm-level oversight. All federal financial services legislation in Canada contains a five-
year review clause (reduced from 10 years in 1992). 
 
In Australia, there is a similar balance between primary legislation and the discretion of independent 
regulators. Primary legislation is not systematically subject to periodic review by Parliament and there is a 
higher degree of prescription in primary legislation than in the US or Canadian systems. 
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Parliamentary structures and capabilities  
24. Parliament has within its membership a wide range of expertise in financial services, in both the Commons 

and the Lords. However, depending solely on individual representatives with relevant backgrounds in 
financial services for Parliamentary scrutiny over time is less than ideal. Rather, Parliament must develop 
its institutional capability to set financial services legislation and scrutinise financial services regulation. 

 
A new committee structure 

25. Parliament will need a new committee structure for oversight of financial services legislation and the 
implementation of financial services regulation. The Treasury Committee has a much wider remit than 
financial services, covering fiscal policy and a range of economic governance themes reflective of 
the scope of work of HM Treasury. Adding the oversight of technical financial services regulation to 
the Treasury Committee’s already broad remit would risk undermining its important contributions – 
particularly as it does not currently have the technical capabilities to carry out such a role. Conventional 
areas of Parliamentary interest and scrutiny such as consumer protection will need to be bolstered with 
new capabilities in sophisticated wholesale financial services and markets operations.  

26. There are of course a number of ways to deal with the need for additional oversight of financial services 
regulation. Amongst these, three principal solutions should be considered: 
 
• a joint committee of the House of Commons and House of Lords, 
• a sub-committee of the current Treasury Committee, and
• a new standalone Commons committee on financial services.  

In particular, there is a strong case for a joint committee that would draw on both Houses, as joint 
committees have in the past on financial services and markets questions, including the scrutiny of 
changes to bank structure in the Financial Services (Banking Reform) Act 2013.  

27. Regardless of the format, the level of technical support available to Parliamentarians in this policy area 
will be key. As noted above, this will be particularly important in expanding Parliament’s institutional 
capacity to cover detailed aspects of regulation or law, and the practical and technical features of 
wholesale financial markets. Parliament will need to recruit accordingly, and should work hard to ensure 
stability, depth and continuity in committee staffing. Secondments from HM Treasury to the Committee 
should be used to bolster institutional capacity, and this approach could also be open to experts from 
legal, accountancy and financial services markets backgrounds. The committee should also make active 
use of academic experts in this field. The depth of experience that supports the work of the Committee 
on Economic and Monetary Affairs (ECON) in the European Parliament is clearly an example here, even if 
the function and precise focus of future Westminster committees is not the same.  

28. It may be worth considering the example of the Social Security Advisory Committee (SSAC) and the role 
that it plays in providing independent impartial advice to both Ministers and Parliament on social security 
questions. The SSAC’s independent status is embedded in statute and its work is transparent.3 A similar 
body could be a useful way of developing a locus of impartial advice for Parliament to draw on in setting 
financial services legislation and scrutinising the work of regulators.  
 
 
 
 
 

3 See https://www.gov.uk/government/organisations/social-security-advisory-committee.

https://www.gov.uk/government/organisations/social-security-advisory-committee
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Conclusion: Parliament and financial 
services after Brexit 

29. The UK’s exit from the EU is dramatically changing the framework within which financial services are 
regulated in the UK. Powers returned from Brussels will need to be redistributed between the UK 
government, Parliament and regulators. An increase in the powers of these regulators is both inevitable 
and ultimately necessary as they are best placed to take on many functions previously handled at the EU 
level. This increase in powers will need to be accompanied by new checks and balances. Parliament must 
be key to this. 

30. Defining the role of Parliament in a future UK regulatory framework starts with defining how the UK will 
make financial services legislation and regulation as a result of Brexit. The UK will not replicate the Brussels 
model of detailed and often inflexible statutory regulation, so the role of Parliament in primary legislation 
will be different from that of the European Parliament. As proposed by HM Treasury, Parliament’s key 
function will be in setting the regulatory framework and scrutinising its expression in regulatory practice. 

31. This framework-setting role is critical. For several decades the political mandate for financial services 
regulators has been set at the European level in a way that does not necessarily reflect the specifics of the 
UK market’s wholesale and retail mix, or the preferences of Parliamentarians with respect to the trade-
offs and balances in financial services legislation. Only elected politicians can ultimately define the key 
balances between public and financial services policy. This should be at the heart of Parliament’s role in 
the new system. That political mandate should be renewed clearly and consciously as the UK establishes a 
fully autonomous financial services policy again. 
 

32. Parliament is not currently equipped to carry out this vital role. It should establish a new specialist 
committee of both houses charged with oversight of financial services legislation and its expression 
in regulation. This committee should act as the public forum for scrutiny of regulators but also for 
convening a wide range of market expertise in a permanent debate and dialogue on the development of 
financial services practice in the UK. This committee needs to be resourced with the specialist expertise 
to do this effectively. 

To find out more about the All-Party Parliamentary Group on Financial Markets & Services visit:  
https://apgfms.org.uk/ 

https://apgfms.org.uk/

