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Under the Financial Services Bill, the Financial Policy Committee (FPC) will be charged with
taking actions to remove or reduce risks which could threaten the resilience of the UK financial
system. Its ability to meet its objective will hinge on the powers granted to it by Parliament.

In its February 2011 Consultation Document and June 2011 White Paper, HM Treasury said that
the interim FPC should provide advice on those macroprudential tools for which the statutory FPC
would need powers to direct action by the Prudential Regulation Authority and the Financial
Conduct Authority in order to meet its proposed objective. These powers of Direction would be in
addition to the FPC’s powers of Recommendation. HM Treasury had requested that the Committee
give this advice in the first half of 2012.

The attached statement sets out that advice. It advises that the statutory FPC should initially have
powers of Direction over the following tools:

o the countercyclical capital buffer;
o sectoral capital requirements; and
e aleverage ratio.

The statement also includes a number of further areas where the Committee saw potential for added
powers of Direction but was either not able at present to specify the precise form of an instrument
or believed that further analysis and public debate was required.




