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In 2008 Denmark and the rest of the world was hit by the international  
financial crisis. In the following years, legislators and supervisory authorities 
had a clear job to do. They had to clean up after the crisis and new regulation 
and supervisory tools needed to be introduced to prevent the events of the  
crisis from repeating themselves.  
 
Today, the world has changed. The economy is slowly improving and the 
financial sector is stronger than before the crisis. However, the financial sector 
and the Danish FSA are now faced with new challenges. Therefore, we need  
to adjust our strategic foundation and our working methods. It is vital that  
the Danish FSA maintains a backing from the surrounding world. We will seek 
to accomplish this by using our strong and professional organisation to promote 
broad discussions about important themes within regulation and supervision  
of the financial sector. 
 
We have designated seven focus areas in this new strategy for the Danish FSA’s 
work up to 2020. We believe that strengthened initiatives in these areas are vital 
for the Danish FSA to be able to fulfil to its principal aims: Helping to ensure 
that, with justified confidence, citizens and corporations can make financial 
choices knowing that our financial supervision is protecting their interests.

Foreword

MADS BRYDE ANDERSEN 

CHAIRMAN OF  

THE GOVERNING BOARD

JESPER BERG 

DIRECTOR GENERAL
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Framework  
for a new strategy
The Danish FSA’s strategy up to 2020 is based on a number of  
different political, economic and technological trends that each  
in their own way set new challenges for financial supervision 

The financial crisis showed the vulnera-
bility, interconnectedness and complexity 
of the international financial system.  
The crisis was triggered by bad loans  
on the American housing market. Despite 
the rather limited number of bad loans  
in a global context, the crisis spread  
and evolved into a global financial crisis. 
No one had seen the mechanism behind 
the developments in its entirety until it 
occurred, and even today, interpretations 
vary. Our understanding of the financial 
system is still incomplete, and even 
though our understanding is under 
constant development, so is the financial 
system. Financial regulation is aimed  
at reducing risks but also in itself create 
change.

Digitisation
Financial activities are becoming 
 increasingly digitised. Manual processes 
are becoming electronic. Systems are 
becoming more integrated. Data is  
being accumulated and utilised. A higher 
degree of digitisation makes the financial 
system more vulnerable to cybercrime 
and cyber-attacks. 

At the same time, digitisation has made  
it possible to introduce new business 
models. Large amounts are being 
invested in start-ups, which are  
deve loping new business models in  
the financial area. So far, the existing  
financial business models have been 
relatively robust in the face of new 
business models. The changes in other 
industries emphasise that this may not 
continue to be the case.

Like the economies in most of the rest  
of Europe, the Danish economy is still 
marked by the aftermath of the financial 
crisis. The gross domestic product is  
still below the 2007 level. The low level  
of interest rates reflects a very unusual 
financial situation, but the most wide-
spread expectation is that the economy 
will normalise in the medium term,  
and that interest rates will follow suit. 
Historically, the seeds of future crises  
are sown in periods of economic upturn. 

Low interest rates
However, there is still significant uncer-
tainty about future economic develop-
ments. Thus, the financial markets 

anticipate low interest rates for many 
years to come. This creates challenges 
for the financial sector. There is pressure 
on net interest revenues for banks, and 
insurance companies, pension funds  
and asset managers have to take greater 
risks to achieve positive returns. The 
process towards normalisation of the 
interest rate level has its own risks, as 
price setting of financial assets depends 
largely on interest rates. 

Financial regulation is increasingly 
decided at international level. The  
combination of the financial crisis and 
the wish to create a single market in  
the EU have contributed to a number of 
legislative initiatives by the EU. The most 
important initiatives include the CRR/
CRD IV, which regulates credit institu-
tions, Solvency II, which regulates 
insurance and pensions, and MiFID II, 
which regulates the securities markets. 
Agreements concluded under the Basel 
Committee are of great importance for 
banks and mortgage-credit institutions. 
Only a small number of countries have 
members in the Basel Committee and 
Denmark is not included. 

Historically, the seeds of future 
crises are sown in periods of 
economic upturn. 
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More regulations 
The EU is increasingly using regulations 
which have a direct legal effect in the 
Member States rather than directives 
requiring transposition into national 
legislation. With the establishment of the 
European supervisory authorities, the 
EBA, the EIOPA and the ESMA in 2010, 
harmonisation of secondary legislation 
and supervisory practices also com-
menced. National affairs still include 
consumer legislation, special legislation, 
such as the Danish mortgage-credit 
legislation and initiatives related to 
macro-prudential policy. 

In Denmark and at international level, 
there is a broad view that financial 
regulation since the crisis has now 
landed at an appropriate level. However, 
in the wake of this bundle of new regula-
tions, a wish for simplified rules has 
understandably arisen. One of the main 
purposes of the financial regulation  
in recent years has been to prevent  
the public sector, i.e. taxpayers – from 
having to pay for losses incurred during 
future financial crises. Credit institutions 
are subject to minimum requirement for 
own funds and eligible liabilities which, in 
addition to the already increased capital, 

YOUNG  
EMPLOYEES

Historically, the Danish FSA has 

been able to attract qualified 

young employees from universi-

ties, but median seniority is low.  

In 2015, employee turnover was 

20%. Previously, before the 

financial crisis, employee turnover 

was almost 30%. The Danish FSA 

is considered a good training site 

for employees and the financial 

sector. Retention of experienced 

inspectors, specialists and man-

agers is crucial in this respect.

Denmark is characterised 
by the importance of 
mortgage-credit as well 
as the design of the life 
assurance and pension 
system in which funds for 
future pensions are paid 
in regularly.

can absorb losses if the institutions run 
into difficulties. Life-assurance compa-
nies and pension funds have seen a shift 
from guaranteed interest rate products to 
unit-linked products. Both phenomena 
indicate that the risk is shifting from the 
collective level to the individual creditor 
or pension saver. For credit institutions, 
this means that creditors have a greater 
incentive to put the required pressure on 
the managements of the institutions to 
manage these risks. To ensure the 
success of this mechanism, it is crucial 
that no uncertainty arises regarding the 
new “rules of the game”. 

Mortgage-credit and pensions 
The Danish financial system differs from 
the rest of Europe and the US on some 
key points. Denmark is characterised  
by the importance of mortgage-credit as 
well as the design of the life assurance 
and pension system in which funds  
for future pensions are paid in regularly. 
These two aspects are connected 
because life assurance and pension 
companies are important contributors to 
facilitating credit services by purchasing 
mortgage-credit bonds. In the US,  
a large proportion of credit provision  
on capital markets is in the form of 

corporate bonds. In practice, many  
small and medium-sized corporations in 
Denmark do not have the same access 
to the capital markets. In continental 
Europe, most of credit provision is 
through banks, as the pension sector  
is not as well-developed as in Denmark. 
As American and continental European 
financial systems dominate, and as new 
regulation is largely designed internation-
ally, there is a risk that this cannot be 
adapted to the Danish system.
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The task of the Danish FSA is to contribute 
to financial stability and promote public and 
corporate confidence in the Danish financial 
sector. The Danish FSA

•  supervises financial corporations and  
markets, through inspections and on  
the basis of regular notifications and 
reports from financial corporations 

•  draws up regulations on the financial  
area 

•  describes developments in the financial 
sector in Denmark through statistics  
and regular information. 

The Danish financial sector includes almost 
350 corporations, which together employ 
about 60,000 people. 

Furthermore, the Danish FSA supervises  
the regulated markets and conducts limited 
supervision of several other branches, 
including insurance brokers, investment 
advisors, mortgage companies, E-money 
institutions, and payment services institu-
tions. 

The Danish FSA has about 320 employees 
and it is an agency under the Ministry  
of Business and Growth. The supervisory 
activities is financed by fees paid by financial 
corporations.

THE DANISH FSA IN BRIEF
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Strategy 2020
The Danish FSA’s vision is to establish  
justified confidence in the financial system

Supervision and regulation of financial 
corporations is based on two aspects. 
The first aspect is that consumers  
and small businesses often do not  
fully understand financial products.  
The second aspect is that the economy 
suffers huge consequences when the 
financial sector is in trouble.  

Consumers know far less about financial 
products than providers. For example,  
an ordinary deposit is a claim on a bank, 
the financial position of which few people 
are able to understand. The same applies 
for most insurance products and securi-
ties. Awareness of efficient supervision 
thus contributes to rightly providing 
consumers with confidence in the finan-
cial markets.

Problems spread
The financial crisis showed that prob-
lems in a single financial corporation can 
spread to other financial corporations 
and lead to a general loss of confidence 
and financial instability. The economy 
was hit by the financial sector’s failure  
to support economic growth. Efficient 
supervision reduces the probability  
of financial instability and its conse-
quences. 

It is important for everyone that we have 
sound and well-functioning financial 
markets which deliver good products  
to customers. It is also in the interest  
of the financial sector that there is 
confidence in financial providers.  
Confidence encourages citizens’ and 
corporations’ use of financial service 
products, whereas a lack of confidence 
has the reverse impact. 

Underpins confidence
The Danish FSA is tasked with helping 
ensure that consumers’ and corpora-
tions’ confidence is justified. Our mission 
is to create a regulatory foundation and 
carry out supervision that underpins 
confidence in the financial system.  
There must be confidence that financial 
corporations comply with the existing 
regulations, have sound business con-
duct and live up to the requirements for 
good business practice. Our tools are the 
financial legislation and our supervision 
of financial corporations and products. 

Our vision is to ensure justified confi-
dence in the financial system and its 
products. This contributes to a devel-
oped financial system which underpins 
savings, financing and risk-sharing. 
Thus, we contribute to the prosperity  
of society and the ongoing development 
of our country. This is our ultimate raison 
d’être.
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A WELL-FUNCTIONING  
FINANCIAL SECTOR

The financial sector makes an important contribution to our 

welfare. Mortgage-credit loans enable young families to buy  

their own home. Pension schemes contribute to a more secure 

financial situation for the elderly. Collective investments can 

improve the relationship between risk and return through 

portfolio diversification. Non-life insurance can reduce financial 

insecurity with regard to injuries and accidents. Corporations  

can finance their investments through banks or securities 

markets and thus create a foundation for economic growth.  

Even controversial products such as options and other  

derivative products can be useful to hedge risk.

THE TASKS OF  
THE DANISH FSA 
The Danish FSA ensures 
that financial corporations 
comply with, amongst 
other things, the Financial 
Business Act and a 
number of EU regulations. 
The Danish FSA must 
organise its supervisory 
activity with a view to 
promoting financial 
stability and confidence  
in financial corporations 
and markets.

Source: Financial Business Act
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Strategic focus areas

1
Supervision  

in good times 

2
Supervision  

with a systemic  
perspective

3
Well-functioning  
capital markets
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7
Prevention of  

money laundering  
and financing  
of terrorism

5
Consumer  
protection

6
Safeguarding  

Danish interests  
in international  

fora

4
Technology,  

cyber risk and  
new business 

models



JUSTIFIED CONFIDENCE – WELL-FUNCTIONING FINANCIAL MARKETS – STRATEGY 202012

History shows that in periods of economic upturn there is 
growing optimism and decreasing risk awareness. This means 
that financial corporations take risks that are underestimated 
and too high for the individual corporation. Financial con-
sumers also assume greater risks, e.g. by buying investment 
products which are best in periods of economic upturn.  
Confidence in the infallibility of the market and its self- 
regulating ability increases. 

Historically, banks have provided bad loans in periods of 
economic upturn. Within non-life insurance, there are cycles in 
which competition grows following periods with high earnings. 
This means that insurance risks are priced too low, and that the 
earnings cannot subsequently cover compensation payments.

Products are sold on capital markets that are insufficiently 
robust to cope with periods of economic downturn, or which 
are not aligned with customers’ needs. This may entail losses 
for customers, but also for financial providers, e.g. on payment 
of compensation as a consequence of losing court cases or 
impairment charges and losses on failing customers.

New methods
Supervision in periods of economic upturn requires new meth-
ods and initiatives. One of the objectives is to ensure simplicity 
for financial corporations without compromising supervisory 
goals. We must ensure greater supervisory focus on controls  
at institutions. This applies to control of the individual lines  
in the business, the competences of the board of directors,  
as well as the culture and strategic aims of the corporation. 
This requires more theme-based and adaptable inspection 
activities in order to identify best practice in different areas  
of financial corporations. 

The analytical foundation of the Danish FSA must therefore  
be enhanced in order to contribute to raising the profile of  
the risks of institutions through comparisons and analyses.  
In this way, the Danish FSA can help the market to put pressure 
on financial corporations to be prudent in periods of economic 
upturn rather than overreacting in periods of economic down-
turn. In periods of economic upturn, the risks are not as clear 
and obvious as in leaner times. Therefore, there will be a need 
to collect new data on an ad hoc basis. 

Maintaining responsibility
It is important to maintain the responsibility of the owners  
and management, even if the Danish FSA questions specific 
choices in individual corporations. Materiality is a keyword for 
supervisory efforts. The Danish FSA should only intervene if 
necessary. The Danish FSA’s work can often usefully focus on 
the overall and strategic issues in corporations, but at the same 
time, the Danish FSA needs to be very focused and specific 
with regard to supervisory reactions.

Successful supervision reduces the risk that the corporation 
will encounter problems but it will not remove the risk. It is 
important to identify and address life-threatening problems as 
quickly as possible. If a solution can be found at a time when 
the valuable parts of the corporation can carry on, this helps 
conserve value and limit losses. Historically, mergers have 
often secured private solutions to challenges.

Supervision  
in good times
In periods of economic upturn, optimism grows and awareness of risk weakens.  
The Danish FSA is required to help ensure that the financial system remains stable  
when periods of economic upturn turn sour 

The Danish FSA can help the market  
put pressure on financial corporations 
to be prudent in periods of economic 
upturn.

1
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INCREASED USE OF DATA 
– AN EXAMPLE

Well elucidated and analysed conditions 

increase the accuracy and efficiency of 

supervisory activities. Reports by credit 

institutions on their various assessments 

of sustainable land prices during the 

agricultural-land price bubble is an exam-

ple of how the Danish FSA will be able  

to use more data collection in the future. 

Firstly, it is important information for  

the most aggressive institutions so that 

they have an alternative assessment of 

the situation which they can use in their 

risk management and capital planning. 

Secondly, the Danish FSA can use this 

information to plan a supervisory activity, 

e.g. by investigating whether the institu-

tions are more thorough and prudent in 

other elements of the credit decision.

SUPERVISORY  
DIAMONDS

The so-called supervisory diamonds for 

banks and mortgage-credit institutions 

are examples of working with supervision 

in periods of economic upturn. In different 

dimensions the two supervisory diamonds 

define the threshold values for what is 

generally considered high risk. This is  

also emphasised by the Danish FSA’s own 

employees in connection with the work  

on the strategy up to 2020.

STRATEGIC  
GOALS

The financial system must be 

more robust and less pro-cyclical. 

Among other things, this should 

be realised by more balanced risk 

assumption by financial corpora-

tions in a coming upswing and by 

ensuring they have better financial 

buffers up to the next economic 

downturn.
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Supervision  
with a systemic 
perspective
The crisis showed the vulnerability, interconnectedness and complexity of the financial 
system in Denmark as well as globally. Individual risks cannot be seen in isolation,  
but should be viewed in relation to the actions of the market and market players

2
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Traditional micro-prudential supervision focuses on individual 
corporations and their status. Robust and sound corporations 
are the cornerstone of security in the overall system. The 
robustness of systemically important financial institutions 
(SIFIs) and the mortgage-credit system is particularly impor-
tant, as problems with SIFIs and the mortgage-credit system 
lead to problems for the rest of the financial sector and for 
society as a whole. 

Financial corporations are directly and indirectly connected. 
Therefore, risks which seem possible to manage for individual 
corporations may suddenly hit harder than anticipated and 
place stress on the system. This could be because an asset 
becomes temporarily illiquid and decreases in value because 
many people want to sell it at the same time. So-called fire sale 
effects also put pressure on otherwise healthy corporations 
holding the assets concerned on their balance sheet.

Detailed regulation may standardise the risk profiles of cor-
porations and contribute to herd behaviour. For example, with 
regard to insurance and pensions, the Solvency II regulations 
entail that liabilities are calculated using the same methodology 
throughout the EU. This is fundamentally healthy and an 
expression of equal terms of competition, but may also cause 
corporations to get into financial trouble and give them an 
incentive to use the same measures to get out of trouble again. 
In other words, there might be a queue at the exit. Similarly,  
the requirements for the composition of banks’ liquidity buffers 
have undoubtedly increased the quality and diversification 
within the individual bank, but they have also made liquidity 
buffers more uniform across banks. 

Privatisation
Currently, various risks which have previously been borne  
by the public sector are now being “privatised”. The EU crisis 
management directive established that creditors, not tax-

payers, should bear the losses of bank crises. In the pension 
system, guaranteed interest rate products now dominate less 
than unit-linked products. The individual pension saver thus 
now directly carries the investment risk. It is therefore important 
to ensure control of risk assumption by pension companies 
that was previously provided by interest rate guarantees. 

Experience shows that macro-prudential policy and focus on 
the stability of the financial system is difficult, but is becoming 
ever more important for financial corporations and society.  
This requires a different approach and focus in supervisory 
activities. This change has already begun with SIFI supervision 
and work in the Systemic Risk Council. 

Supervisory activities by the Danish FSA must include informa-
tion on how the individual risk assumption of the individual 
corporation affects the system and how the system and 
changes in the system affect the individual corporation.  
We must be particularly cautious if these conditions could 
affect the entire system. In this connection, supervision can 
attempt to counteract the pro-cyclical characteristics of the 
market. We must also focus on the fact that risks can shift,  
e.g. when loans are moved from banks to the pension sector. 

Analyses
In recent years, the Danish FSA has developed and extended 
its analysis capacity, particularly within stress tests. However, 
supervision with a systemic perspective significantly increases 
the need for data and analysis capacity, as the analyses 
required are complicated and data-intensive. Some of the  
new financial players (e.g. peer-to-peer lending) are only to  
a limited extent subject to financial supervision. Despite this, 
data collection and analysis must ensure that the Danish FSA 
has a sense of any systemic risk, and is in a position to raise 
awareness if these players’ activities develop in this direction.

THE SIFI  
SUPERVISION 

Supervision by the Danish FSA of  

systemically important banks and mort-

gage-credit institutions is strengthened 

when they are designated as SIFIs.  

The key points in this respect include 

closer ongoing monitoring and increased 

focus on benchmarking, management  

and control.

THE SYSTEMIC RISK 
COUNCIL 

The Systemic Risk Council is an advisory 

body which is to prevent or reduce sys-

temic financial risks that may put pressure 

on all or parts of economic development, 

as was seen during the recent financial 

crisis. The council monitors the financial 

system, and recommends and evaluates 

policy actions. 

STRATEGIC  
GOALS 

In its planning as well as in the 

specific supervisory reactions,  

the Danish FSA must include 

impacts on not just the individual 

corporation, but also on the 

financial system as a whole.

There should be an analytical 

set-up around macro-prudential 

supervision enabling the Danish 

FSA to intervene if necessary.  

The probability for, and con-

sequences of a systemic crisis  

must be minimised.
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Well-functioning 
capital markets
Well-functioning capital markets contribute to a broad range of  
sources of financing benefitting corporations and citizens. In its work,  
the Danish FSA focuses on risks and investor protection

NEW EU REGULATION OF THE CAPITAL MARKETS

The new regulation is composed  

of four EU legislative instruments: 

•  Regulation on Market Abuse (MAR) 

•  Directive on markets in financial  

instruments (MiFID II) 

•  Regulation on markets in financial 

instruments (MiFIR) 

•  Regulation on central securities  

depositories (CSD).

The regulations aim at increasing con-

fidence in the capital markets, particularly 

with regard to strengthening investor 

protection, increasing trading trans-

parency and intensifying the robustness  

of the market. The supervisory obligation 

in relation to the capital market will be 

more comprehensive than at present, as 

more markets, players and instruments 

will become part of the regulation.

3
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The facilitation of credit and capital between the borrower  
and the lender is an important element of a market economy.  
If this facilitation is inefficient, this inhibits economic growth 
and prosperity. In Europe, credit provision is largely dominated 
by banks and in Denmark also by mortgage-credit institutions. 
In contrast, in the USA, credit is provided to a far greater extent 
by the capital markets. The European financing structure 
makes corporations more vulnerable to fluctuations in banks’ 
lending capacity, e.g. during financial crises. Accordingly, there 
are benefits for society if the relationship between banking and 
market financing becomes more balanced.

New opportunities
In this context, market financing means financing through  
share markets or bond markets. Credit provision may be 
carried out either directly on the market or indirectly through 
UCITS or securitisation. However, there are also alternative 
investment funds where investments can be made in assets 
such as venture capital, properties or infrastructure companies. 
The underlying infrastructure of the capital market in the form 
of clearing and settlement of securities transactions, as well  
as storage of securities is an important prerequisite for the 
efficiency of these markets. In recent years, other types of 
financing opportunities have arisen by which the borrower  
and lender meet more directly and which are only to a limited 
extent subject to financial supervision. Peer-to-peer lending 
and crowdfunding are examples.

The size and business model of a corporation can determine 
which financing possibilities are relevant. The aim of the Danish 
FSA is to contribute to expanding financing possibilities for 
corporations, without compromising investor protection and 
financial stability. Thus, the Danish FSA supervises compliance 
with capital market regulations and keeps a close eye on the 
market and developments in the range of products, as well  
as movements in risks. 

 
 

 
 
 
 

EU initiatives
Two factors have particular significance for the Danish FSA’s 
efforts in the coming years to ensure well-functioning capital 
markets.

Firstly, the tasks, supervision and competences of the Danish 
FSA must be adapted to the new and extensively-revised EU 
legislation on capital markets. The new EU regulation is, among 
other things, aimed at ensuring that investors receive timely 
and relevant information, counteracting price manipulation  
and managing the risk that the markets are interrupted by 
misprogrammed trading algorithms. The Danish FSA will gain 
access to more data for e.g. securities and derivatives trans-
actions and must therefore develop the technical and analytical 
foundation so as to be able to efficiently use this information. 
For example, in the future, the Danish FSA will receive data 
from different marketplaces in the EU and this will improve  
the possibility of investigating market abuse cases across 
marketplaces.

Secondly, the EU is working to realise a European capital 
market union which will strengthen the capital markets and  
the possibilities of corporations to obtain financing through  
the markets such that the relationship between bank financing 
and market financing in Europe becomes more balanced.  
In Denmark, the Ministry of Business and Growth focuses  
on Danish corporations’ access to financing and capital.

STRATEGIC  
GOALS 

The Danish FSA will contribute  

to an extension of corporations’ 

financing possibilities, but without 

compromising investor protection 

and financial stability. 

The Danish FSA’s use of data and 

analyses in capital market super-

vision will be further developed. 

Capital market monitoring and 

efforts to curb price manipulation 

help contribute to a justified 

confidence in trading on the 

capital markets and thus also  

the development of the markets.

The Danish FSA contributes 

positively to, and is considered  

to be, a relevant sounding board 

with regard to further development 

of the corporations’ financing 

possibilities in Denmark and  

the EU.

There are benefits for society if  
the relationship between banking  
and market financing becomes  
more balanced.
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Financial regulation and associated supervision is formed  
to manage existing, known business models such as credit 
institutions, non-life insurance companies, life-assurance 
companies and pension funds, UCITS, payment service pro-
viders and regulated markets. Technological development has 
particularly taken place at the individual companies’ opera-
tional platforms which have been modernised, and equally, 
contact with customers has become more digitised. There has 
been a development from bank branches to internet banking 
and ATMs, from assurers to call centres and towards large-
scale use of data to set the price of products. This is all  
essentially an update of existing business models.

Risk assessments
IT supervision of these business models has focused on IT 
security and financial infrastructure. On the basis of an ongoing 
risk assessment, the Danish FSA carries out IT on-site inspec-
tions of selected financial corporations and infrastructure 
corporations, including data centres. 

The financial sector itself has driven technological development 
for some time with a view to managing existing systems and  
to support known products. The so-called “disrupters”, which 
have used technology to create large transformations in other 
sectors, such as Airbnb in the hotel sector and Uber in the taxi 
sector, have so far not had the same significance for the  
financial sector. The sector itself has pointed to customers’ 
confidence in existing institutions as a reason for this.

More FinTech
However, globally, there has been a rapid increase in the 
number of technology corporations, which are starting to break 
down existing business models, such as bank, insurance  
and investment advice, and to develop new, technologically 
advanced solutions. The focus of these FinTech corporations is 
not to adapt the solutions into well-known business models but 
rather to make them appear intuitive and easy for customers to 
use. The following aspects are behind this: the use of big data, 
artificial intelligence, decision support systems, process robots, 
the cloud and blockchain (the technology behind bitcoin), the 
understanding of which requires a certain insight into computer 
science, probability theory, statistics and pattern recognition. 

Increased use of technology and internet-based business 
models also trigger an increased risk of cybercrime. Whereas 
previously IT-based attacks could interfere with the operations 
of an corporation, the same type of attacks on a techno logy-
driven corporation can be more destructive, just as targeted 
attacks against the underlying financial infrastructure can 
challenge financial stability. 

Technology,  
cyber risk and  
new business  
models
Technology, cyber risk and new business models are becoming  
increasingly important for the financial sector. This challenges  
supervision methods, prioritisation and existing competences

4
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NEW MODELS – NEW CHALLENGES 

Danish consumers are already familiar 

with a number of new payment services, 

lending through crowdfunding, online 

investment platforms etc. The new busi-

ness models and services all require time 

to assess the framework of the business 

model, how this is covered by existing 

regulation, consumer protection aspects 

and how the Danish FSA is to supervise it. 

Some of the new players will be covered 

by the regulations for banks, whereas 

others will be subject to the regulations  

on the capital market area.

STRATEGIC  
GOALS 

The Danish FSA will have the 

competence to understand the 

changes in technology-based 

business models and how these 

fall within the scope of regulations 

and supervision. 

The Danish FSA will have constant 

focus on cyber risk in the super-

vision of financial corporations 

and will be part of a national 

cooperation with other authorities 

and Danmarks Nationalbank  

(The Central Bank of Denmark) 

about cyber risk within the finan-

cial system. 

Increased use of technology and 
internet-based business models also 
trigger an increased risk of cybercrime.
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Individual consumers can risk losses that threaten their inter-
ests by making the wrong financial choices, e.g. within home 
financing and pensions where typically large sums are at stake 
in relation to the income of the average individual. The con-
sumer protection regulations also have further importance, as 
they should ensure that Danish consumers’ encounters with 
the financial sector build confidence in the sector. Therefore, 
consumer protection is a central element in the work of  
the Danish FSA.

Long-term agreements
In addition to the general regulations on consumer protection 
(including the rules on good business practice), this is also  
an element in most supervisory areas. For example, within 
insurance and pensions, customers are part of long-term 
agreements which must be met after a period of years. There-
fore, it is important that insurance companies and pension 

funds are able to meet these claims, be it in the event of  
an injury or when the customer eventually retires. Similarly, 
customers must be confident that they can withdraw their 
deposits from banks. Investments in UCITS are subject to 
special regulations for e.g. investment diversification. In these 
examples, consumers most often do not have the opportunity 
to assess whether the individual corporation will be able to 
deliver the financial services as agreed. 

The strategic work of the Danish FSA falls within  
three main areas: 

1. Knowledge and interest of consumers

2. Information and advisory services

3. Products and conditions.

Consumer  
protection
Consideration for the interests of consumers is a key issue  
in the supervision of financial corporations

THREE FOCUS AREAS

KNOWLEDGE AND INTEREST  
OF CONSUMERS
Consumers’ own knowledge, experience 

and interest are key in relation to avoiding 

making the wrong choices and obtaining 

unsuitable financial products. The Danish 

FSA is the secretariat for the Money and 

Pension Panel which works to promote 

financial understanding.

INFORMATION AND  
ADVISORY SERVICES
For many consumers, information and 

advisory services from financial corpora-

tions constitute the central decision- 

making basis when choosing between 

different financial products. Transparency 

about products helps achieve a well-func-

tioning market. To ensure that customers 

receive information and advisory services 

of good quality, there are rules for good 

business practice and investor protection, 

including requirements for initiatives to 

prevent conflicts of interest. Employees  

in the financial sector are increasingly 

required to have adequate competences  

if they have customer contact.

PRODUCTS AND  
CONDITIONS
The Danish FSA can set requirements for 

products and conditions. The Danish FSA 

can intervene with regard to unfair con-

tract terms, and in addition regulations are 

being drawn up concerning the product 

development processes of corporations. 

This financial legislation also includes  

a number of product-specific regulations 

which will protect specific consumer 

concerns, e.g. that consumers do not 

raise loans for which they cannot foresee 

the consequences.

5
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STRATEGIC  
GOALS 

The Danish FSA will help ensure 

that consumers are offered  

financial products adapted to  

their wishes and needs. 

In connection with the develop-

ment of regulation and consumer 

information, the Danish FSA will 

include behavioural economy 

research and experience, includ-

ing knowledge about nudging 

such that consumers make  

reasonable choices.

RESPONSIBLE CONSUMERS

There must be a balance between creating a reasonable level of 

confidence on the one hand and relying on individual consumers’ 

own responsibility and awareness of the risks assumed on  

the other. Supervision and regulation cannot guarantee that  

a consumer will not lose money when assuming a financial risk. 

This would require unacceptably restrictive supervision and 

unacceptable limitation of free consumer choice, and would  

lead to welfare losses. Instead financial supervision must ensure 

well-functioning markets in which consumers are aware of  

the risks they are taking.
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Regulation of the financial sector is increasingly an international 
matter. For credit institutions, the Basel Committee has  
pri marily taken initiative for new regulation, which is then 
implemented under the European Commission and the Euro-
pean Banking Authority (EBA). Within the capital market and 
insurance areas, the European Commission primarily takes 
initiative, often in close interaction with the other European 
supervisory authorities, i.e. the ESMA and the EIOPA. 

The financial sector and markets of the individual countries still 
differ significantly from one another in many important areas.  
In Denmark, within pension and home financing, some specifi-
cally Danish solutions are considered to be of great value. 
Therefore, it is important to work internationally to safeguard 
Danish interests. It may be decisive to ensure a beneficial 
outcome that Danish interests are safeguarded as early as  
in the initiative phase, when topics and frameworks for future 
regulation are being established.

More pressure
In years to come, EU Member States will see more pressure  
for harmonised implementation of EU legislation. The goal is  
a harmonised European financial system which enjoys interna-
tional confidence and supports the free movement of capital 
across borders. This not only entails harmonisation of the 
regulations applicable for financial corporations; it also means 
that regulations will be set for how Member States apply this 
regulation and organise their supervisory work. For this reason 
too, it is important to continue work at international level to 
ensure supervisory practice that suits Danish conditions. 

Safeguarding 
Danish interests in 
international fora
Safeguarding Danish interests in international fora is important so that  
the Danish financial sector continues to fit in with EU regulation 

DANISH MORTGAGE  
BONDS IN LCR

The treatment of Danish mortgage-credit bonds 

in European LCR regulations is an example of 

successfully safeguarding Danish interests early 

on in the process. Active participation by the 

Danish FSA in EBA work helped ensure a more 

lenient treatment of mortgage-credit bonds  

than proposed. This is also emphasised by  

the Danish FSA’s own employees in connection 

with work on the strategy up to 2020. 

It is important to work internationally  
to safeguard Danish interests. It may be 
decisive to ensure a beneficial outcome 
that Danish interests are safeguarded 
as early as in the initiative phase,  
when topics and frameworks for future 
regulation are being established.
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STRATEGIC  
GOALS 

The Danish FSA will secure  

its influence on international 

regulation and supervisory work 

when participating in relevant 

international fora, and seek to 

post employees in the interna-

tional organisations. 

Safeguarding of interests must 

also take place in relation to 

relevant fora, e.g. the Basel 

Committee where Denmark  

is not formally represented.

RESPONSIBILITIES OF THE EUROPEAN  
SUPERVISORY AUTHORITIES

EBA  
(EUROPEAN BANKING  
AUTHORITY)

Assessment of risks and vulnerabilities  

in the banking sector in the EU, establish-

ment of common rules and regulations for 

the banking sector in the EU, promotion 

of efficient and uniform supervisory 

regulation and monitoring in the EU.  

The EBA also carries out stress tests  

on European banks in cooperation with 

the supervisory authorities.

ESMA  
(EUROPEAN SECURITIES  
AND MARKETS AUTHORITY)

Assessment of risks, promotion of  

supervisory convergence and completion 

of common rules and regulations for 

financial markets in the EU. The ESMA 

also supervises transaction registers  

and credit rating agencies.

EIOPA  
(EUROPEAN INSURANCE AND OCCU-
PATIONAL PENSIONS AUTHORITY)

Protection of policy holders, monitoring 

and identification of trends, risks and 

vulnerabilities as well as safeguarding 

efficient and uniform supervisory regula-

tion and monitoring in the EU. The EIOPA 

also carries out stress tests on European 

insurance companies in cooperation  

with the supervisory authorities.
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Prevention of  
money laundering  
and financing  
of terrorism
The financial sector has an important societal role to prevent banks  
and others from being abused by criminals. The Danish FSA will strengthen  
supervision of the regulations of the Money Laundering Act

7
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Prevention of money laundering and financing of terrorism is  
an area of increasing interest to Danish as well as international 
authorities. The financial sector is crucial in terms of anti-
money laundering measures. The anti-money laundering 
regulation requires all financial corporations to work actively  
to prevent proceeds from crime from being introduced into  
the financial system. The financial sector also has an important 
role in preventing banks and other parties from being abused 
to finance terrorist groups. 

Financial corporations’ knowledge about their customers and 
their customers’ patterns in financial transactions often enable 
corporations to prevent and also reveal illegal transactions. 
This requires that corporations maintain a high knowledge  
of their customers and that they monitor cash flows in order  
to be able to trace suspicious transactions. Such information  
is vital for the police investigation and criminal prosecution  
of illegal activities.

 
 
 
 
 
 
 
 
 
 
 
 
 

New methods of payment
The Danish FSA supervises that financial corporations and 
money transmission services comply with the money launder-
ing regulations. The significance of this task has become even 
clearer in recent years, when digital developments have made 
it possible to establish new methods of payment and virtual 
currencies. Payment services are rapidly developing with new 
players offering traditional as well as newly developed solutions 
to carry out transactions. In the wake of these changes, there  
is an increased risk that the financial system will be abused  
for money laundering. 

This development thus requires the Danish FSA to have  
thorough knowledge about the new technology used for  
payment services, but also a good understanding of new 
players and their business models in order to be able to  
carry out focused and efficient supervision.

WHAT IS  
MONEY LAUNDERING?

Money laundering covers a number of 

actions, including acquiring a financial 

gain for oneself or others in proceeds 

obtained from criminal activity or tax 

evasion, or from hiding, storing, transport-

ing or in other ways helping to secure 

financial proceeds from criminal activity. 

Under money laundering legislation, 

financial corporations and other entities, 

such as money transmission services,  

are required to ensure that they have 

identified and provided proof of identity of 

their customers. They must also monitor 

and report unusual transactions to the 

police so that any money laundering can 

be detected and prosecuted.

STRATEGIC  
GOALS 

The Danish FSA will strengthen its 

efforts in the money laundering 

area by intensifying enforcement 

and inspection. This means that in 

the future, an increased number of 

money laundering inspections will 

be carried out in traditional finan-

cial corporations, e.g. banks and 

in money transmission services. 

The Danish FSA will intensify 

efforts to provide guidelines on 

money laundering regulations and 

their importance. Preventing 

money laundering must generally 

assume a more prominent position 

on the managerial agenda in 

financial corporations. 

The Danish FSA will enhance 

cooperation with relevant authori-

ties, including the Public Pro-

secutor for Serious Economic and 

International Crime, the Danish 

Business Authority and the Central 

Customs and Tax Administration 

(SKAT) to help ensure coordinated 

and coherent Danish efforts to 

combat money laundering and 

financing of terrorism.

The anti-money laundering regulation 
requires all financial corporations  
to work actively to prevent proceeds 
from crime from being introduced  
into the financial system.
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Internal initiatives 
Sharper focus on retention, professionalization and communication  
will better equip the Danish FSA to achieve its strategic goals 

Retention of  
key employees
Becoming a good supervisory officer 
takes skill and time. Whether an 
employee is an investigator, international 
negotiator or analytical specialist, they 
need particular qualities and qualifica-
tions in order to carry out their work.  
The financial area is not easily accessible 
and skilled employees are often in 
demand. 

The Danish FSA is facing a critical 
challenge. Staff turnover is increasing  
as the financial crisis wanes and as  
the financial sector regains its foothold. 

On the one hand, it is positive that  
the Danish FSA is able to develop 
employees of great value elsewhere.  

This also means that the Danish FSA  
is able to attract good employees.

On the other hand, a high degree  
of specialisation and the long period  
of training mean that the Danish FSA  
is vulnerable to high staff turnover.  
The prerequisite for the Danish FSA  
to run well-functioning supervision is 
therefore strong efforts to retain key 
employees.

More than specialist  
professionalization
Traditionally, the Danish FSA has paid 
great attention to specialist professionali-
zation. In recent years, there has also 
been extensive work to strengthen 
managerial competences. In years to 
come, workflows and process under-

standing will be fostered to increase  
the impact of supervisory work, to make 
it easier to be a new employee and to  
get the most from the full competences 
of the organisation. 

Among other things, efforts will be made 
to intensify measurement of the effects 
of supervisory work and to measure 
whether the needs and expectations of 
significant stakeholders are being met. 
With regard to the day-to-day approach 
to tasks, more work must be done to 
optimise processes to obtain more 
uniform quality and minimise the risk  
of errors. A deeper embedding of know-
ledge in processes may also help reduce 
vulnerability to staff turnover. 

 
PROFESSIONALIZATION

There are four elements to the effort  

to enhance professionalization:

•  Increased use of performance  

measurement

•  Increased use of stakeholder  

measurement

•  Process optimisation

•  Greater focus on collective learning.

RETENTION OF  
KEY EMPLOYEES 

There are four elements to the efforts to retain key employees:

•  The Danish FSA must be the best and most multi-faceted place of development  

in the financial sector where employees obtain both insight and influence 

•  The Danish FSA must be a strong professionally-based organisation promoting  

debate on important issues for the financial sector 

•  The Danish FSA must have competent and attentive managers who are able  

to see the potential of employees and set a clear direction 

•  The Danish FSA must have a broad composition of specialist profiles and  

a pay policy which enables retention of key employees. 
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Communication
The financial sector has a prominent 
place in the media and in the public 
debate. Virtually everyone has contact 
with the financial sector, and the financial 
crisis has increased public awareness of 
the behaviour of institutions.

Justified confidence in the financial 
markets requires citizens to be confident 
in the knowledge that there is competent 
financial supervision which protects the 
interests of customers in relation to the 
financial sector and which contributes  
to protecting society against financial 
collapse. Wide public support for this 
work is important. Therefore, the Danish 
FSA must be visible in the public debate 

on financial matters and accessible to 
stakeholders in a broad range of com-
munication platforms. 

Having the power to make wide-ranging 
decisions that intervene in the affairs of 
financial corporations entails obligations 
in itself. Therefore, major efforts should 
be made to explain the basis of deci-
sions by the Danish FSA. 

STRENGTHENED 
COMMUNICATION 

Goals for Danish FSA  

communication: 

•  Justified confidence in  

the financial markets 

•  Support for the Danish FSA’s  

mandate 

•  Knowledge about regulatory  

foundation and supervisory  

practices

•  Greater financial understanding.
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BENCHMARKING DENMARK 

Measurement indicators for 
financial stability and confidence

The strategic goals of the Danish FSA 
are to contribute to financial stability  
and confidence in the Danish financial 
system. In order to set specific and 
measurable goals for this, four different 
indicators have been developed to 
provide an overall picture of financial 
stability in Denmark and of confidence  
in the Danish financial system. 

These indicators may contribute  
signi ficantly to providing a tangible 
picture of how Denmark is placed in an 
international context and may contribute  
to decisions on adjusting course.  
The indicators are central benchmarks 
but cannot stand alone. Therefore  
these should be considered together 
with other observations, for example, 
measurements of public confidence in 
the financial sector, financial stability  
or the Danish FSA. 

By means of these indicators, the Danish 
FSA will benchmark Denmark against a 
group of comparable countries (“peers”) 
in four different ways, as shown in the 
figure.

The indices are calculated such that  
a score above 1 means that Denmark  
is doing better than the peer group.  
For example, in 2014-15, Standard  
& Poor’s assessed that Denmark had  
a higher sector risk than other countries, 
and the indicator was thus less than 1. 
On the Danish FSA’s website you can 
find a technical memorandum which 
further specifies the design of the four 
indicators.

MEASUREMENT INDICATORS

INDICATOR SOURCE METHOD

Regulation World Economic Forum Questionnaire survey

Financial Supervision IMD Questionnaire survey

Sector Risk Standard & Poor’s Expert assessment

Financial Stress Danmarks Nationalbank, ECB Market-based index

The indicators show how Denmark’s deviates from the peer group, which consists  

of Finland,Germany, the Netherlands, Norway, Sweden and the UK. A score above 1 

indicates that Denmark is doing better than the peer group. With regard to financial 

stress, the peer group is the Eurozone.

Regulation

Sector risk

2014

Financial 
supervision

Financial
 stress

2015 Peer = 1
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External sources  
and reviews

In developing this strategy, the Danish 
FSA included a number of external 
sources and reviews as well as internal 
and external investigations into the 
Danish FSA’s reputation. 

The most important sources are 
reviewed briefly below.

COMMITTEE ON THE CAUSES  
OF THE FINANCIAL CRISIS  
(Rangvid Committee, 2013) 

The report by the Rangvid Committee 
included a number of conclusions and 
recommendations, including a certain 
degree of critique of pro-cyclical regula-
tion and defensive and mechanical 
supervision before the crisis. The follow-
ing recommendation can be mentioned:

•  A need to show great caution  
when relaxing financial regulation

•  Focus on macroprudential supervision

•  A statutory introductory course for  
new board members

•  Focus on large exposures. 

As far as possible the supervisory  
recommendations of the Committee 
have been addressed by the Danish FSA.

The Rangvid Committee report has  
been used particularly with regard to  
the focus areas “Supervision in good 
times” and “Supervision with a systemic 
perspective”.

 

BENCHMARKING OF FINANCIAL 
SUPERVISORY AUTHORITIES  
(Oliver Wyman, 2013)
 
In 2013, the Danish FSA participated  
in an international benchmarking survey 
of financial supervisory authorities 
carried out by the consultancy firm  
Oliver Wyman. The survey focused  
on supervisory methods, organisation 
and assessment of resources. 

The survey found that the quality of  
the Danish FSA’s supervisory methods 
ranked in the interval from “on par with 
average” to “best practice”. The survey 
also found that the financial resources  
of the Danish FSA were significantly 
below the average for supervision of 
credit institutions and insurance in other 
countries. The survey also concluded 
that the consumer affairs activities 
lacked prioritisation. 

The conclusions of the survey have been 
particularly used in relation to the focus 
area “Consumer protection”.

 
FINANCIAL SECTOR  
ASSESSMENT PROGRAM  
(IMF, 2014)
 
In its Financial Sector Assessment 
Program for Denmark in 2014, the IMF 
assessed the supervision of credit 
institutions and insurance in relation  
to international principles (Basel Core 
Principles and Insurance Core Princi-
ples). The IMF feedback was generally 
very positive. The few deficiencies 
identified have since been addressed  
by the Danish FSA. 

 

REPUTATION SURVEY 
(Reputation Institute, 2015)
 
At the end of 2015, the Danish FSA 
carried out a reputation survey assisted 
by the Reputation Institute. Measure-
ments were carried out among Danish 
FSA employees and among a section  
of the public. 

Among the public respondents, support 
for the Danish FSA was in line with the 
average for public institutions. According 
to the survey, the public want the Danish 
FSA to be stronger and more visible, 
efficient and dynamic.

Among the employees, the survey 
showed that the level of professionalism 
was assessed as being high and that 
good judgement, reliability and fairness 
are among the Danish FSA’s strongest 
characteristics. The survey detected 
some concern among employees in 
relation to technological insight and the 
organisation’s ability to manage new 
business models and attract competent 
employees, its efforts in international 
work, and a lack of understanding and 
support from the public and consumers. 

The survey has particularly been used in 
relation to the focus areas, “Technology, 
cyber risk and new business models” 
and “Safeguarding Danish interests  
in international fora”. Furthermore,  
the survey has been used in relation  
to internal focus areas.
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Follow-up on  
Strategy 2015 – 18 new initiatives

In October 2012 the Danish FSA published its latest strategy report,  
“Strategy 2015 – 18 new initiatives”.  
 
The 18 new initiatives were grouped into three primary categories: 
 
• Developing supervision activities for new market conditions 
 
•	Clear	expectations	of	financial	corporations 
 
• Innovation in supervision practice. 
 
In June 2016 the Danish FSA took stock of the 18 initiatives in the strategy.  
A separate memorandum about this has been published on the Danish  
FSA website.
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