PRA Statement of Strategy
On 1 April 2013, the new regulatory regime for financial services in the United Kingdom came into
effect. The Prudential Regulation Authority (PRA) has become the United Kingdom’s prudential
regulator of deposit-takers, insurers and major investment firms. As part of the Bank of England, the
PRA makes an important contribution to the Bank’s financial stability objective of protecting and
enhancing the stability of the UK financial system.
The PRA started with two statutory objectives: a general objective to promote the safety and
soundness of the firms it regulates, focusing on the adverse effects that they can have on the
stability of the UK financial system; and an objective specific to insurance firms, to contribute to
ensuring that policyholders are appropriately protected. The ways in which the general objective is
to be advanced have been expanded by The Financial Services (Banking Reform) Act 2013 (“the
Banking Reform Act”) by providing that in advancing its objectives, the PRA must discharge its
general functions in relation to ring fencing1 in a way that seeks to: ensure the business of ringfenced bodies2 is carried on in a way that avoids adverse effect on, and is protected from risks that
could adversely affect, the continuity of provision in the UK of core services; and minimise the risk
that the failure of a ring-fenced body or of a member of a ring-fenced body’s group could affect the
continuity of the provision in the UK of core services.
The two objectives are underpinned by the principle that a stable financial system, which is resilient
in providing the critical financial services the economy needs, is a necessary condition for a healthy
and successful economy. Firms can adversely affect the stability of the financial system either
through the way in which they carry on their business or by failing in a disorderly manner. It is not,
however, the PRA’s role to ensure that no firm fails. Rather, the PRA seeks to ensure that any firms
that fail do so in a way that avoids significant disruption to the supply of critical financial services,
and thus to the PRA’s statutory objectives.
In addition to the primary statutory objectives above, the final report of the Parliamentary
Commission on Banking Standard (PCBS) recommended a new secondary competition objective for
the PRA, which was accepted by the Government in July 2013. The new competition objective was
introduced in the Banking Reform Act, as follows: “When discharging its general functions in a way
that advances its objectives, the PRA must so far as is reasonably possible act in a way which, as a
secondary objective, facilitates effective competition in the markets for services provided by PRAauthorised persons in carrying on regulated activities.” The PRA’s secondary competition objective
should be seen as complementary to, rather than equivalent to, the Financial Conduct Authority’s
primary competition objective. The competition objective came into force on 1 March 2014.
1

And in relation to ring fenced bodies, groups that include ring-fenced bodies and applications that
could result in a person becoming a ring-fenced body
2

A “ring-fenced body” will be a PRA UK authorised institution which carries out one or more core
activities, including accepting deposits. A “ring-fenced body” does not include a building society or a
UK institution of a class exempted by order made by the Treasury. Ring-fenced bodies must not carry
out certain excluded activities or contravene certain prohibitions.

Under the Financial Services and Markets Act 2012, the PRA is required to: (a) determine its strategy
in relation to its objectives by 31 March 2014; and (b) from time to time review, and if necessary
revise, its strategy. The PRA is required to consult the Court of Directors of the Bank of England (of
which the PRA is a wholly owned subsidiary) before determining or revising its strategy. The Court
has been consulted on this document.
In late 2013 the Bank of England published The Strategy for the Bank’s Financial Stability mission
2013/14, which included a description of the PRA’s strategic priorities and supporting business aims.
After 12 months of operation, the PRA has made good progress in delivering these aims, and
continues to develop and evolve towards a steady state.
The strategy is necessarily evolving to ensure that the PRA remains focused on achieving its
objectives in a changing domestic and global environment. Change has already occurred in the first
year in operation including the introduction of the secondary competition objective.
This year the PRA will align its reporting cycle to that of the wider Bank as well as continue to
operate within the budget set by Court. The PRA’s Annual Report to be published in the summer will
include: a strategy statement informed by the strategic planning exercise in progress across the Bank
including the PRA; a review of the PRA’s first year in operation; and a report on delivery against its
business aims in 2013/14. The PRA’s business plan will be published at the same time, setting out its
strategic priorities and aims for the 2014/15 financial year.
The PRA will also publish revised approach documents to banking and insurance supervision in the
summer. Where the PRA has advanced its approach, for example in respect of its approach to
supervising non-EEA branches of banks, this will be reflected in the relevant new publication.
The purpose of this statement is to communicate the PRA’s strategy for 2014/15, which comprises
the following aims to:
1. continue to implement the forward-looking, judgement-based regulatory regime;
2. continue to implement changes to domestic, European and international regulation, including the
Financial Services (Banking Reform) Act 2013;
3. influence, devise and implement policy to advance structural reform in banking, resolution policy,
the secondary competition objective, and other elements of post-crisis standard setting;
4. contribute towards delivering the Financial Policy Committee’s macro-prudential objectives;
5. ensure the PRA has the right people to meet its statutory objectives; and
6. ensure the PRA has the right infrastructure and governance to meet its statutory objectives.

10 March 2014

