A Journey from
Compliance

to Culture

Navigating the expanding
frontier of conduct risk.




The False Comfort of Technical Compliance

Conduct risk concerns

% actual behaviour and

real-world outcomes.

Sustained
Trust

ultimate currency in
global financial systems.

) Trust remains the

Compliance strictly
protects against
regulatory breaches.

Rule-Based Compliance

——

Takeaway: Compliance is a necessary foundation, but it does not guarantee trustworthy behaviour or positive outcomes.




The Accelerating Drivers Al-Driven
of Conduct Risk Decisions

Automated systems
scale outcomes

rapidly.
Digital Transparency

Internal behaviours are instantly
visible to the public.

The Modern

Institution
Cross-Border Scrutiny

Regulators are increasingly
Reputational aligning globally.
Amplification
Social sharing accelerates
institutional damage.

Board
Accountability

Leadership is directly

liable for culture.

A NotebookLM




The Expanding Scope of Conduct Risk

| Market Conduct: Fair trading and investor
| protection.

| Customer Conduct: Fair treatment and
| product suitability.

Market | Institutional Conduct: Governance and
Conduct | leadership behaviour.

Societal Conduct: Environmental
responsibillity, ethical Al, and broader
stakeholder impact.

Takeaway: Conduct risk is no longer limited to financial |
markets; it increasingly encompasses the broader
behaviour and societal impact of the institution.




The Pace Gap: Where Rules Fail

Pace & Complexity

| 3. In the Gap, technically

compliant behaviour can

still cause profound harm.

2. Rules cannot anticipate
every complex ethical
dilemma.

_» 1. Technological &
Market Innovation

The Conduct
_Risk Gap /

.

2. Regulatory
Evoiution

1. Regulation evolves
significantly slower
than technology.

Time



The Ultimate Stress Test of Conduct

Equallty before Instltutlonal
the law ‘ mdependence |

High-Profile Controversies & Institutional Pressure

ConS|stency

of process

Re5|stance to
tatus or power

Takeaway: Conduct risk often emerges not from isolated rule violations, but from how an
institution’s governance responds to internal power, status, and reputational pressure.




The Zero Trust Paradox

Zero Trust Systems
= et
G- e -e
15m o e

Technology architecture
iIncreasingly adopts zero-trust
models: continuous verification,
deep scepticism, and algorithmic
enforcement.

The Tension:

el

Systems operate with zero
trust, but human institutions
must cultivate and maintain it.

High Trust Institutions

Society fundamentally demands
organisations behave in
trustworthy ways: relying on
reputation, societal legitimacy,
and human reliance.



Diagnosing the Paradigm Shift

Primary Focus

Rule-Based Compliance

(The Map)

External Adherence

Internal Integrity

Response to
Novelty

Reactive
(waits for new rules)

Adaptive
(relies on core values)

Standard of Success

Avoiding Reqgulatory
Penalties

Sustaining Public Trust

Mechanism

Checklists and Audits

Human Judgement and
Leadership



The Cultural Continuum

You You are You have You This is
MUST EXPECTED to COMMITTED to OUGHT to WHO WE ARE
Compliance Governance Policy Ethics Culture

O

L O

acceptable baseline. internalised values that
guide decision-making when
explicit rules do not exist.

[ Rules define the minimum ] Culture represents the




Inverting the Locus of Control

= “As the scope of
= conduct risk expands
outward into society,
© the locus of
control must shift
Inward into culture.”

In complex environments shaped by Al and globalised
markets, culture is no longer a soft metric; it is the
ultimate control mechanism.



Beyond the Rules

If regulation disappeared
tomorrow, would your conduct
survive?

If Al scaled your decisions,
would your values scale with
it?

Are you merely managing
compliance — or are you
cultivating trust?
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