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CONDUCT AND CULTURE  
A growing focus for U.S. regulators?
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CONDUCT AND CULTURE:  
A GROWING FOCUS FOR U.S. REGULATORS?
Conduct and culture are critical components of a functioning firm. When a healthy culture is fostered 
and proper conduct is exemplified by leaders, the message trickles down to personnel and propels 
a successful business. Across financial services, we’ve seen a clear focus on non-financial misconduct 
and the promotion of “fit and proper” behavior from U.K. and European regulators. However, 
mentions of these topics have been less frequent in the U.S. – until recently. 

Across the gamut, see how the U.S. regulatory focus on conduct and culture has grown. 

Regulatory acronyms key: 
SEC: Securities and Exchange Commission

FINRA: Financial Industry Regulatory Authority 

NY Fed: Federal Reserve Bank of New York 

CFTC: Commodity Futures Trading Commission

DOJ: Department of Justice

OCC: Office of the Comptroller of the Currency

FRB: Federal Reserve Board

February 2016

FINRA letter on communicating culture expectations 
FINRA releases guidance on the influence of culture and 
how fostering it guides firm operations and business conduct.

June 2016

CFTC remarks mention 
culture as a factor that 
supports risk governance 
Gary Barnett, Deputy Director 
of the Division of Trading and 
Markets at the SEC, speaks 
about how culture influences risk 
management and conduct risk by 
setting out the expected behavior 
of those within an institution.

October 2016

NY Fed remarks at 
event on reforming 
culture and behavior 
in the financial industry 
William C. Dudley, President and 
Chief Executive Officer at the NY 
Fed, discusses how culture supports 
market growth and trustworthiness 
with mentions to the influence 
of supervision, incentivization, 
and regulatory guidance.

May 2018

FINRA examination findings and compliance practices 
reference “tone at the top,” ethical considerations, and 
a healthy culture 
During FINRA’s 2018 annual conference, staff members discuss common 
deficiencies discovered during examinations at institutions firms, many 
of which necessitate enhanced “tone at the top” and a compliant culture 
to become effective. 

June 2018

SEC speech on the role 
culture plays in driving 
operations and protecting 
market integrity 
Jay Clayton, SEC Chairman, 
shares his thoughts on the 
influence cultivated culture and 
“tone at the top” have on a firm’s 
success long-term, as well as 
the strength of a collaborative 
regulator-firm relationship.

June 2018

NY Fed event on 
developments related 
to culture and behavior 
reformation in financial 
services 
Following prior NY Fed events on 
reforming culture and behavior in 
financial services, this conference 
addresses standards of conduct, 
reputational risk, incentivization, 
senior leadership, culture and 
conduct assessments, and training. 

August 2020

CFTC fine for false 
statements and compliance 
and supervision violations 
mentions fostering a culture 
of compliance
Within a statement, Joshua B. 
Sterling, Division of Swap Dealer and 
Intermediary Oversight Director at 
the CFTC, says that the fined firm’s 
compliance violations emphasize the 
need for a strong “tone at the top,” 
as well as programs and incentives 
to foster a culture of compliance.

October 2020 

CFTC guidance references 
the enforcement program’s 
role in encouraging a culture 
of compliance
The CFTC’s Enforcement Division 
releases staff guidance stating 
that the regulator will recognize 
meaningful instances of self-reporting, 
cooperation, and remediation relating 
to enforcements.

January 2017

CFTC advisory on 
cooperation with 
investigations 
The CFTC’s Enforcement 
Division advises on the factors 
it will weigh when evaluating 
investigations and enforcements, 
with cooperation being key.

March 2017

NY Fed speech on  
long-term culture reform
William C. Dudley, President 
and Chief Executive Officer at 
the NY Fed, highlights three key 
areas necessary to support a 
healthy culture, which include 
clarifying purpose, measuring 
how both firms and the industry 
are performing, and the role of 
incentives in encouraging goals. 

September 2017

CFTC speech on the 
implementation of a 
cooperation and self-
reporting program
James McDonald, Director of the 
CFTC’s Division of Enforcement, 
speaks about implementing a 
cooperation and self-reporting 
program to create a better market 
environment and empower culture. 

December 2017

NY Fed speech on how 
culture and supervision 
influence misconduct risk 
Members of the NY Fed explore 
misconduct risk and highlight 
supervisors’ obligation to create 
a strong organizational culture 
as a main mitigation factor. 

May 2019

FINRA comment request on 
proposed Rule 4111 outlines 
obligations placed on firms 
with a history of misconduct
FINRA issues a request for comment 
on proposed Rule 4111 and outlines 
additional obligations for firms who 
exceed a disclosure-event threshold 
for a history of noncompliance 
to urge a compliant culture.

July 2019 

OCC Comptroller 
Handbook on Corporate 
and Risk Governance 
references corporate risk 
culture and “tone at the 
top” set by regulators 
and senior managers
Within its Corporate and Risk 
Governance Handbook, the OCC 
states that when establishing a 
corporate culture, firms should clarify 
expectations and demonstrate them 
across all levels of the organization, 
promote risk awareness culture, 
communicate codes of conduct, 
emphasize lines of authority, and 
hold management accountable 
for transparency. 

August 2022

SEC Q&A on conduct 
expectations for broker-
dealers and investment 
advisers handling conflicts 
of interest references a 
culture of compliance
The SEC’s Staff Bulletin addresses 
questions on the standards of 
conduct broker-dealers and 
investment advisers should follow 
to identify conflicts of interest 
with reference to Regulation BI, 
policies and training, and the role 
a culture of compliance plays 
in empowering personnel. 

September 2022

CFTC statement urges 
firms to fix internal policies, 
emphasizing “tone at the 
top” and senior conduct
Christy Goldsmith Romero, CFTC 
Commissioner, discusses off-channel 
comms violations and “holding 
Wall Street accountable,” stressing 
that firms need to commit to self-
reporting and refreshing internal 
policies, especially in relation to “tone 
at the top,” regulatory transparency, 
evasion of law enforcement, and 
the broader culture of compliance.

August 2023 

CFTC statement following 
another series of off-channel 
enforcements, stressing 
comprehensive internal 
policies and “tone at the top” 
Christy Goldsmith Romero, 
CFTC Commissioner, echoes her 
September 2022 speech on “holding 
Wall Street accountable” following 
another round of recordkeeping 
violations – again underlining a zero-
tolerance attitude toward regulatory 
oversight and the commitment 
to a culture of compliance. 

September 2023

CFTC statement on building 
a culture of compliance 
following its twentieth offline 
communications enforcement
Christy Goldsmith Romero, CFTC 
Commissioner, urges institutions 
to create a strong “tone at the 
top” and exemplify compliance 
expectations in reflection of the 
twentieth offline communications 
case, which found that senior 
leaders participated in misconduct. 

October 2023

DOJ announces a new policy 
to protect self-reporting 
related to mergers and 
acquisitions and commits 
to rewarding compliance 
Lisa Monaco, DOJ Deputy Attorney, 
discusses a new policy for voluntary 
disclosure concerning mergers 
and acquisitions, specifically 
referencing the role that incentives 
and compensation play in a well-
functioning compliance program.

October 2023

SEC speech on public trust 
in the industry and working 
together to create a culture 
of compliance
Gurbir Grewal, SEC Director of the 
Division of Enforcement, indicates 
that the industry needs to work 
together to create a culture of 
compliance and that compliance 
personnel can push for education 
and training to achieve this goal.

July 2024

CFTC statement on 
misconduct allegations 
against the CFTC, calling 
out the importance of culture 
Caroline Pham, CFTC Commissioner, 
shares thoughts on misconduct 
allegations against the CFTC for false 
statements in court over a period of 
six months, stating that the regulator’s 
culture needs to be reformed. 

July 2024

FINRA fine for violating Rule 
2010 guidelines on expected 
standards of conduct 
FINRA fines a financial planner for 
sharing exam content with others 
who were taking the assessment, 
violating the Rule 2010 guidelines 
of observing “high standards of 
commercial honor and just and 
equitable principles of trade.” As 
opposed to several years ago, when 
FINRA published a high number 
of disciplinary actions involving 
Rule 2010 violations, regulatory 
movement has dwindled over the 
past few years and seems to be 
picking up in 2023 and 2024. 

July 2024

FINRA fine against 
representative for failing to 
uphold ethical considerations 
and respectable conduct
FINRA fines registered 
representatives for misguiding clients 
and failing to consider their best 
interests when providing purchasing 
recommendations, which violates 
Rule 2111 on suitability and the SEC’s 
Reg BI rule on carefully considered 
client interests. So far, in 2024, FINRA 
issued nearly double the number of 
disciplinary actions for violating Rule 
2111 compared to 2023. 

August 2024

OCC statement on promoting 
accountability at the FDIC
Michael Hsu, Acting Comptroller 
of the Currency, expresses his 
support of a resolution that aims 
to transform the culture and 
structure of the FDIC so that it is 
a safe and inclusive workplace. 

February 2024

SEC Final Rule amendments on the standards 
of ethical conduct for members and employees
In a Final Rule, the SEC sets out standards that outline the 
ethical conduct SEC members and employees must abide by, 
including points about what financial interests and transactions 
are allowed and expected behavior outside of employment. 

March 2024

NY Fed speech on culture 
and conduct, specifically 
spotlighting the influence 
of culture and the significance 
of policies to support it
James Hennessy, Head of the 
Governance and Culture Reform 
Initiative at the NY Fed, releases 
an update on the centrality of 
culture in propelling success and 
outlines communication, education, 
transparency, and governance as 
pillars that support a healthy culture. 

May 2024

NY Fed conference on culture 
and behavior in the financial 
services industry 
Following a series of events on 
culture in previous years, the NY 
Fed hosts another conference 
to reflect on how accountability, 
incentives, and technology have 
bolstered culture so far, as well 
as how organizational culture 
can manage risk in the future. 

May 2024

SEC statement on 
nurturing “tone at the 
top” at audit firms 
Paul Munter, Chief Accountant 
at the SEC, says that the tone 
audit firms set is a chief factor 
of ensuring that those within 
such firms maintain integrity 
and professionalism. 

May 2024

SEC remarks on the benefits 
of cooperation and self-
reporting in response to 
misconduct and investigations
Gurbir Grewal, SEC Director of the 
Division of Enforcement, discusses 
five principles firms should follow 
to cooperate with investigations 
and secure better outcomes, 
including self-reporting, remediation, 
collaboration with regulators, and 
enhanced “tone at the top.”

March 2023

NY Fed remarks on learnings 
gleaned from its Governance 
and Culture reform initiative
James Hennessy, Head of the NY 
Fed’s Governance and Culture 
Reform Initiative, covers key findings 
emerging from the initiative, which 
concern deterring incidences of 
misconduct, promoting healthy 
culture, and increasing public trust. 

March 2023 

DOJ details the criteria 
for an effective compliance 
program and references 
a culture of compliance
The DOJ releases its Evaluation 
of Corporate Compliance (ECCP), 
which emphasizes the importance 
of a well-designed compliance 
program, the role management plays, 
and the impact of incentivization.

May 2023

CFTC spotlights improved 
“tone at the top” and a 
culture of compliance to 
prevent recordkeeping lapses, 
supervision failures, and 
regulatory oversight
In two different statements, 
Christy Goldsmith Romero 
and Kristin N. Johnson, CFTC 
Commissioners, reiterate that 
firms must establish a culture 
of compliance instead of evasion 
across all levels of an organization 
to encourage complaint 
communications practices.

May 2023

FRB speech on the 
transformation of banking, 
which references risk 
management culture and 
regulatory transparency to 
promote a compliance culture 
In a speech, Governor Michelle 
W. Bowman says a bank’s 
culture should prioritize values 
that promote success and that 
transparency in supervision is 
vital to promote culture. 
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