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Glossary

ADIA: Abu Dhabi Investment Authority, a sovereign wealth fund.
AML: Anti-money laundering

CDO: Collateralised debt obligation

CDS: Collateralised debt security Structured
CLO: Collateralised loan obligation products
CMBS: Collateralised mortgage-backed security

Conduit: An off-balance sheet business vehicle

GIC: Government Investment Corporation, a Singapore wealth fund
MiFID: EU Markets in Financial Instruments Directive

ORM: Operational Risk Management

OTC: Over the Counter

SIV: Structured Investment Vehicle, an off-balance sheet business vehicle
STP: Straight Through Processing
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CSFI

CENTRE FOR THE STUDY OF FINANCIAL INNOVATION
5, Derby Street, London W1J 7AB, UK
Tel: +44 (0)20 7493 0173 Fax: +44 (0)20 7493 0190

Banking Banana Skins 2008

Each year we ask senior bankers and close observers of the financial scene to describe their main worries
about the banking industry as they look ahead. We’d be very grateful if you would take a few minutes to fill out
this form, and return it to us by February 29th.

CSFl, 5 Derby Street, London W1J 7AB, UK
Fax: +44 (0) 20 7493 0190
Email: info@csfi.org.uk

Name Position

Institution Country

Replies are in confidence, but if you are willing to be quoted in our report, please tick I:l

Question 1. Please describe your main concerns about the safety of financial institutions (both
individual institutions and the system as a whole) as you look ahead over the next two to three years.

Please turn over
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Question 2. Here are some areas of risk which have been attracting attention. How do you rate their
severity, and what is their trend: rising, steady or falling? Use the right hand column to add comments.
Insert more risks at the bottom if you wish.

Severity
1=low
5=high

1 Back office

2 Banking market over-capacity

Big market movements:

- commodities

- currencies

3
4 - credit spreads
5
6

- equities

7 - interest rates

8 Business continuation

9 Competition from new entrants

10 Conflicts of interest

11 Corporate governance

12 Credit risk

13 Derivatives

14 Emerging markets

15 Environmental risk

16 Fraud

17 Hedge funds

18 High dependence on technology

19 Liquidity

20 Macro-economic trends

21 Management incentives

22 Merger mania

23 Money laundering

24 Payment systems

25 Political shocks

Regulation:

26 -too much

27 -too little

28 Retail sales practices

29 Risk management techniques

30 Rogue trader

31

Trend
Rising
Steady
Falling

Comment

Question 3. How well prepared do you think your own and other institutions are to handle

the risks you have identified?

Poorlyl:l Mixedl:l

weil[ |
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CSFI PUBLICATIONS

“Financing the Russian safety net”: A proposal for Western funding of social security in Russia, coupled with
guarantee fund for Western investors.
By Peter Ackerman/Edward Balls. September 1993

“Derivatives for the retail client”: A proposal to permit retail investors access to the risk management aspects of
financial derivatives, currently available only at the wholesale level.
By Andrew Dobson. Nov 1993 (Only photostat available)

“Rating environmental risk”: A proposal for a new rating scheme that would assess a company’s environmental
exposure against its financial ability to manage that exposure.
By David Lascelles. December 1993

“Electronic share dealing for the private investor”: An examination of new ways to broaden retail share ownership,
inter alia, by utilising ATM networks, PCs, etc.
By Paul Laird. January 1994

“The IBM dollar”: A proposal for the wider use of “target” currencies, i.e. forms of public or private money that can be
used only for specific purposes.
By Edward de Bono. March 1994

“UK financial supervision”: A radical proposal for reform of UK financial regulation, (prepared pseudononymously
by a senior commercial banker).
May 1994

“Banking banana skins”: The first in a periodic series of papers looking at where the next financial crisis is likely
to spring from.
June 1994

“A new approach to capital adequacy for banks”: A proposal for a market-based alternative, using the concept of
‘value-at-risk’, to the present mechanistic Basle approach to setting bank capital requirements.
By Charles Taylor. July 1994

“New forms of Euro-Arab cooperation”: A proposal for a new public/private development finance corporation to
promote employment-generating projects in the Arab world.
By Jacques Roger-Machart. October 1994

“Banking banana skins II”: Four leading UK bankers and a senior corporate treasurer discuss lessons for the future
from the last banking crisis.
November 1994

“IBM/CSFI essay prize”: The two winning essays for the 1994 IBM/CSFI Prize.
November 1994

“Liquidity ratings for bonds”: A proposed methodology for measuring the liquidity of issues by scoring the most
widely accepted components, and aggregating them into a liquidity rating.
By lan Mackintosh. January 1995

“Banks as providers of information security services”: Banks have a privileged position as transmitters of secure
data: they should make a business of it.
By Nick Collin. February 1995

“An environmental risk rating for Scottish Nuclear”: An experimental rating of a nuclear utility.
By David Lascelles. March 1995

“EMU Stage llI: The issues for banks”: Banks may be underestimating the impact of Maastricht’s small print.
By Malcolm Levitt. May 1995

“Bringing market-driven regulation to European banking”: A proposal for eliminating systemic banking risk by
using cross-guarantees.
By Bert Ely (Only photostat available). July 1995

“The City under threat”: A leading French journalist worries about complacency in the City of London.
By Patrick de Jacquelot. July 1995

“The UK building societies: Do they have a future?”: A collection of essays on the future of UK building societies
and mutuality.
September 1995 (Only photostat available).

“Options and currency intervention”: A radical proposal on the use of currency option strategies for central banks.
By Charles Taylor. October 1995

“Twin peaks”: A regulatory structure for the new century” A proposal to reform UK financial regulation by splitting
systemic concerns from those involving consumer protection.
By Michael Taylor. December 1995

“Banking banana skins IlII’: The findings of a survey of senior UK figures into where the perceived risks in the
financial system lie.
March 1996

“Welfare: A radical rethink - The Personal Welfare Plan”: A proposal (by a banker) for the private funding of health,
education, unemployment etc. through a lifetime fund.
By Andrew Dobson. May 1996

“Peak Practice”: How to reform the UK’s regulatory structure. Implementing “Twin Peaks”.
By Michael Taylor. October 1996

“Central bank intervention: a new approach”: A radical approach to central bank
intervention — without foreign exchange reserves.
By Neil Record. November 1996
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“The Crash of 2003: An EMU fairy tale.”: An all too plausible scenario of what might happen if EMU precedes
economic convergence.
By David Lascelles. December 1996

“Banking Banana Skins: 1997”: A further survey showing how bankers might slip up over the next two or three years.
April 1997

“Foreign currency exotic option”: A trading simulator for innovation dealers in foreign currency (with disc).
Winner of the 1997 ISMA/CSFI Prize for financial innovation.
By Stavros Pavlou. September 1997

“Call in the red braces brigade... The case for electricity derivatives”: Why the UK needs an electricity derivatives
market, and how it can be achieved.
By Ronan Palmer and Anthony White. November 1997

“The fall of Mulhouse Brand”: The City of London’s oldest merchant bank collapses, triggering a global crisis. Can the
regulators stave off the disaster? A financial thriller based on a simulation conducted by the CSFI, with Euromoney and
PA Consulting Group, to test the international system of banking regulation.

By David Shirreff. December 1997

“Credit where credit is due: Bringing microfinance into the mainstream”: Can lending small amounts of money to
poor peasants ever be a mainstream business for institutional investors?
By Peter Montagnon. February 1998

“Emerald City Bank... Banking in 2010”: The future of banking by eminent bankers, economists and technologists.
March 1998. (Only photostat available).

“Banking Banana Skins: 1998”: The fifth survey of possible shocks to the system.
July 1998

“Mutuality for the 21st Century”: The former Building Societies Commissioner argues the case for mutuality, and
proposes a new legislative framework to enable it to flourish.
By Rosalind Gilmore. July 1998

“The role of macroeconomic policy in stock return predictability”: The 1998 ISMA/CSFI prizewinning dissertation
analyses how government policies affect stock values in markets in Japan and the Far East.
By Nandita Manrakhan. August 1998

“Cybercrime: tracing the evidence”: A working group paper on how to combat Internet-related crime.
By Rosamund McDougall. September 1998

“The Internet in ten years time: a CSFI survey”: A survey of opinions about where the Internet is going, what the
main obstacles are and who the winners/losers are likely to be.
November 1998

“Le Prix de I’Euro... Competition between London, Paris and Frankfurt”: This report sizes up Europe’s leading
financial centres at the launch of monetary union.
February 1999

“Psychology and the City: Applications to trading, dealing and investment analysis”: A social psychologist looks
at irrationality in the financial services sector.
By Denis Hilton. April 1999

“Quant & Mammon: Meeting the City’s requirements for post-graduate research and skills in financial
engineering”. A study for the EPSRC on the supply of and demand for quantitative finance specialists in the UK,
and on potential areas of City/academic collaboration.

By David Lascelles. April 1999

“A market comparable approach to the pricing of credit default swaps”. Winner of the 1999 ISMA/CSFI prize for
financial innovation.
By Tim Townend. November 1999

“Europe’s new banks”: The non-bank phenomenon”. A report for euro-FIET on the threat posed by new technology
to European banks’ traditional franchise.
By David Lascelles. November 1999

“In and Out: Maximising the benefits/minimising the costs of (temporary or permanent) non-membership of
EMU”. A look at how the UK can make the best of its ambivalent euro-status.
November 1999

“Reinventing the Commonwealth Development Corporation under Public-Private Partnership”.
By Sir Michael McWilliam, KCMG. March 2000

“Internet Banking: A fragile flower” Pricking the consensus by asking whether retail banking really is the Internet’s “killer app”.
By Andrew Hilton. April 2000

“Banking Banana Skins 2000” The CSFI's latest survey of what UK bankers feel are the biggest challenges facing them.
June 2000

“iX: Better or just Bigger?” A sceptical look at the proposed merger between the Deutsche Boerse and the London
Stock Exchange.
By Andrew Hilton and David Lascelles. August 2000

“Bridging the equity gap: a new proposal for virtual local equity markets” A proposal for local stock exchanges,
combining Internet technology and community investment.
By Tim Mocroft and Keith Haarhoff.

“Waking up to the FSA” How the City views its new regulator.
By David Lascelles. May 2001
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“The Short-Term Price Effects of Popular Share Recommendations” Winner of the 2001 ISMA/CSF| Essay Prize.
By Bill McCabe. September 2001

“Bumps on the road to Basel: An anthology of views on Basel 2” This colleaction of sixteen (very brief) essays
offers a range of views on Basel 2.
Edited by Andrew Hilton. January 2002

“Banana Skins 2002: A CSFI survey of risks facing banks” What bankers are worrying about at the beginning of 2002.
Sponsored by PricewaterhouseCoopers.
By David Lascelles. February 2002

“Single stock futures: the ultimate derivative” A look at a new product being introduced almost simultaneously on
each side of the Atlantic.
By David Lascelles. February 2002.

“Harvesting Technology: Financing technology-based SMEs in the UK” DTI Foresight sponsored report, which
examines what has been done (and what will be done) on the financing tech-based SMEs.
By Craig Pickering. April 2002

“Waiting for Ariadne: A suggestion for reforming financial services regulation” A new proposal for fund management.
By Kevin James. July 2002

“Clearing and settlement: Monopoly or market?” An argument for breaking the monopoly mindset for ACHs.
By Tim Jones. October 2002. ISBN 0-9543145-1-4.

“The future of financial advice in a post-polarisation marketplace” A discussion of the structure of financial advice
post-CP121 and post-Sandler, with support from Accenture.
By Stuart Fowler. November 2002. ISBN 0-9543145-2-2

“Capitalism without owners will fail: A policymaker’s guide to reform” A comprehensive look at the debate over
transatlantic corporate governance, with detailed recommendations.
By Robert Monks and Allen Sykes. November 2002. ISBN 0-953145-3-0.

“Who speaks for the city? Trade associations galore” A survey of trade association effectiveness.
By David Lascelles and Mark Boleat. November 2002. ISBN 0-9583145-4-9.

“A new general approach to capital adequacy: A simple and comprehensive alternative to Basel 2”
By Charles Taylor. December 2002. ISBN 0-9583145-4-9.

“Thinking not ticking: Bringing competition to the public interest audit” A paper discussing how the system for
auditing large company financial statements can be made better.
By Jonathan Hayward. April 2003. ISBN 0-9543145-6-5.

“Basel Lite”: recommendations for the European implementation of the new Basel accord”
By Alistair Milne. April 2003. ISBN 0-954145-8-1.

“Pensions in crisis? Restoring confidence: A note on a conference held on February 26, 2003”
May 2003. ISBN 0-954145-7-3.

“The global FX industry: coping with consolidation”
Sponsored by Reuters.
By Christopher Swann. May 2003. ISBN 0-9545208-0-7.

“Banana Skins 2003” What bankers were worrying about in the middle of 2003.
Sponsored by PricewaterhouseCoopers.
By David Lascelles. September 2003. ISBN 0-9545208-1-5.

“The curse of the corporate state: Saving capitalism from itself’: A proposal, by a leading US corporate activist,
for winning back control of the political process from big corporations, and for giving stakeholders a real say in how
business is run.

By Bob Monks. January 2004. ISBN 0-9545208-2-3.

“Companies cannot do it alone: An investigation into UK management attitudes to Company Voluntary
Arrangements” A survey into why CVAs (the UK’s equivalent of the US Chapter Xl) have failed to take off.
By Tim Mocroft (with Graham Telling and Roslyn Corney). July 2004. ISBN 0-9545208-3-1.

“Regulation of the non-life insurance industry: Why is it so damn difficult?” A serious look at the problems of
regulating insurance by a senior practitioner. It is not like banking.
By Shirley Beglinger. November 2004. ISBN 0-9545208-4-X.

“Betting on the future: Online gambling goes mainstream financial” A look at the future of online gambling and
its convergence with conventional finance - particularly insurance.
By Michael Mainelli and Sam Dibb. December 2004. ISBN 0-9545208-5-8.

“Banana Skins 2005” Our latest survey of where bankers, regulators and journalists see the next problems coming from.
Sponsored by PricewaterhouseCoopers.
By David Lascelles. February 2005. ISBN 0-9545208-6-6.

“Not waving but drowning: Over-indebtedness by misjudgement” A former senior banker takes an iconoclastic look
at the bottom end of the consumer credit market.
By Antony Elliott. March 2005. ISBN 0-9545208-7-4.

“Surviving the “dogfood years”: Solutions to the pensions crisis” New thinking in the pensions area (together with
a nifty twist by Graham Cox).
By John Godfrey (with an appendix by Graham Cox). April 2005. ISBN 0-9545208-8.

“The perversity of insurance accounting: In defence of finite re-insurance” An industry insider defends finite re-insurance
as a rational response to irrational demands.
By Shirley Beglinger. September 2005. ISBN 0-9545208-9-0.
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“Banking Banana Skins 2006” The latest survey of risks facing the banking industry.
Sponsored by PricewaterhouseCoopers.
By David Lascelles. April 2006. ISBN 0-9551811-0-0.

“Big Bang: Two decades on” City experts who lived through Big Bang discuss the lasting impact of the de-regulation

of London’s securities markets.
Sponsored by Clifford Chance.
February 2007. ISBN 978-0-9551811-1-5.

“Insurance Banana Skins 2007” A survey of the risks facing the insurance industry.
Sponsored by PricewaterhouseCoopers.
By David Lascelles. May 2007. ISBN 978-0-9551811-3-9.

“Principles in Practice” An antidote to regulatory prescription. The report of the CSFI Working Group on
Effective Regulation.
June 2007. ISBN 978-0-9551811-2-2.

“Web 2.0:” How the next generation of the Internet is changing financial services.
By Patrick Towell, Amanda Scott and Caroline Oates. September 2007. ISBN 978-0-9551811-4-6.

“A tough nut...” Basel 2, insurance and the law of unexpected consequences.
By Shirley Beglinger. September 2007. ISBN 978-0-9551811-5-3.

“Informal money transfers:” Economic links between UK diaspora groups and recipients ‘back home’.
By David Seddon. November 2007. ISBN 978-0-9551811-5-3.

“Microfinance Banana Skins 2008” Risk in a booming industry.
March 2008. ISBN 978-0-9551811-7-7.
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Sponsorship

The CSFI receives general support from many public and private institutions, and that support takes different forms.

In 2007 and the first quarter of 2008, we received unrestricted financial support from:

UK £25
Us $50

€40
CSFI ©
2008

Barclays Group
Citigroup
JPMorgan Chase

Abbey

Aberdeen Asset Management
Accenture

Alliance & Leicester

AVIVA plc

AXA

Bank of England

BT Global

Building Societies Association
City of London

Euroclear SA/NV

Deloitte

DTCC

DTI

Ernst & Young

Euronext.liffe

Eversheds

Fidelity Investments

Finance and Leasing Association
Financial Services Authority
Fitch Ratings

Futures & Options Association
Halifax plc

1776 Consulting

Association of Corporate Treasurers
Bank of Italy

Banking Code Standards Board

Brigade Electronics

Chown Dewhurst LLP

FSA Solutions

International Financial Services, London

Morgan Stanley International
PricewaterhouseCoopers

HM Treasury

HSBC Holdings plc
International Capital Market Association
KPMG

Law Debenture Corporation plc
Lloyd’s of London

Lloyds TSB

LogicaCMG

London Stock Exchange

Man Group plc

McKinsey & Co

Monitise

Moody’s Investors Service Ltd
Nomura Institute of Capital Markets Research
PA Consulting

Prudential plc

Record Currency Management
Reuters

Royal Bank of Scotland
Standard & Poor’s

Swiss Re

Z/Yen

Zurich Financial Services

LandesBank Berlin

Lombard Street Research

NM Rothschild & Sons

The Housing Finance Corporation
The Share Centre

Threadneedle Investments
Watson Wyatt

Winterflood Securities Limited

We also received important support in kind from, inter alia:

EFG Private Bank
Financial Times
GISE AG
Linklaters

The CSFI also received special purpose support during 2007/08 from, inter alia:

Bank of America
BVCA
Brunswick Group
CGAP

Citigroup
Cityforum
Clifford Chance
Edgar Miller
Farrer & Co

FOA

ifs School of Finance

International Capital Market Association
JPMorgan

Martin Hall

Morgan Stanley

Open Europe

Optimum Population Trust
PricewaterhouseCoopers

Registered Office: North House, 198 High Street, Tonbridge, Kent TN9 1BE
Registered in England and Wales limited by guarantee. Number 2788116

C S FI Registered Charity Number 1017353



