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I ABSTRACT 

 

This paper provides a theoretical analysis of the twin peaks method of 

financial system regulation, with particular reference to the 

Australian iteration of the model. This includes a description of how 

twin peaks functions, its historical development, and its strengths and 

weaknesses. An analysis is also provided of an important bifurcation 

in the Australian model, as it as has been emulated elsewhere in the 

world, namely the jurisdictional location of the bank regulator. 

 

II INTRODUCTION 

 

This article presents a theoretical analysis of the ‘twin peaks’ model of 

financial system regulation, with particular reference to the Australian 

iteration. 

The purported benefits of this research are two-fold: first, in 

the aftermath of the global financial crisis (hereinafter ‘GFC’), any 

model of financial system regulation that has the potential to create a 

greater degree of financial system stability is worth investigating. Of 

                                                 
1 BA Honours LLB (Witwatersrand) PhD (Melbourne). The author acknowledges 

with gratitude the helpful comments made by Timothy Gapes, Centre Director, 

Centre for International Finance and Regulation. 
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the four models currently in use internationally, ‘twin peaks’ is widely 

regarded as the best suited to this task2. 

This model has now been held up as the most effective model to 

address the flaws in unregulated or thinly regulated markets 

where the most problematic issues arose in the GFC.3 

The Australia iteration of twin peaks serves as the touch-stone 

for this research, because Australia was first to adopt Twin Peaks, has 

the longest experience in operating this model, has recently subjected 

the model to a rigorous independent review (the Financial System 

Inquiry4), and in other countries where twin peaks is being adopted, it 

is the Australian model which is being emulated, for example in the 

Republic of South Africa.5  

                                                 
2 John C. Coffee, Jr. & Hillary A. Sale, “Redesigning the SEC: Does the Treasury 

have a better idea?”, Virginia Law Review, Vol. 95 (June, 2009), p 774. Alex 

Holevas, “Twin Peaks: The envy of the world”, ‘News’, Wealth Professional, 2012. 

See also John Manley, “Dutch regulator says “Twin Peaks” supervision best”, 

‘Financial Regulatory Forum’, Reuters, US ed., 2009; International Monetary Fund, 

“Financial Sector Supervision: The Twin Peaks Model - Technical Note”, in 

Financial Sector Assessment Program Update - Kingdom of The Netherlands-

Netherlands, no. IMF Country Report No. 11/208, International Monetary Fund 

(IMF), June/July, 2011, p 12ff for IMF analysis of the model’s strengths. 

3 Financial Markets Authority (FMA), “Presentation by Sean Hughes to the New 

Zealand Capital Markets Forum”, ‘News, Speeches’, 2011. 

4  Financial System Inquiry, “Financial System Inquiry Final Report”, 

Commonwealth Government of Australia, November, 2014. 

5 Republic of South Africa National Treasury, “A safer financial sector to serve 

South Africa better”, in National Treasury Policy Document, National Treasury, 

Republic of South Africa, 23 February, 2011; Financial Regulatory Reform Steering 

Committee, “Implementing a twin peaks model of financial regulation in South 

Africa”, Financial Services Board, 1 February, 2013; Republic of South Africa 

National Treasury, “Implementing Twin Peaks Regulation in South Africa”, Media 

Statement, (1 February, 2013), (accessed: 19 December, 2014), published 

electronically; A. J. Godwin & A.D. Schmulow, “The Financial Sector Regulation 

Bill In South Africa: Lessons From Australia”, South African Law Journal 

(forthcoming, 2015); Financial Sector Regulation Bill, 11 December, 2013, 

(Republic of South Africa). 
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As a regulatory structure, it is the envy of many in other 

countries, and more recent regulatory architecture reforms in 

other countries are often based on what is described as the 

Australian ‘twin peaks’ approach … .6 

Moreover, Australia, and in particular, its regulatory regime, 

fared better than most other countries during the GFC.7 Consequently 

a clear and balanced account of the strengths and weaknesses inherent 

in twin peaks, it is hoped, will facilitate debate on, and understanding 

of, the model, for academics and policy-makers alike. 

The article commences with a description of twin peaks, 

followed by an historical account of the conditions in the United 

Kingdom that gave rise to its development.  

Next, the article examines the deficiencies of twin peaks. This 

is followed by an analysis of an important variation in the model, as it 

exists in various countries, namely the jurisdictional location of the 

bank regulator, and the implications thereof.  

Finally, this paper presents concluding observations. 

 

III WHAT IS TWIN PEAKS? 

 

(a) A definition 

A twin peaks regulatory model comprises two peak regulators: one 

whose objective is financial system stability, the other whose 

objective is market conduct and consumer protection.8 In Australia 

                                                 
6  Alan Erskine, “Regulating the Australian Financial System”, in Funding 

Australia’s Future, Australian Centre for Financial Studies, July, 2014, p 43. 

7  Jennifer G. Hill, “Why Did Australia Fare So Well in the Global Financial 

Crisis?”, in The Regulatory Aftermath Of The Global Financial Crisis, in Sydney 

Law School Research Paper, no. 12/35, 20 May, 2012, p 16 ff. 

8  Working Group on Financial Supervision, “The Structure of Financial 

Supervision. Approaches and Challenges in a Global Marketplace”, in Special 

Report, Group of Thirty, Consultative Group on International Economic and 

Monetary Affairs, Inc., 2008, 24. For a complete analysis of the four approaches to 

financial regulation, see also: David T. Llewellyn, “Institutional Structure of 

Financial Regulation and Supervision: The Basic Issues”, Paper presented at the 
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these are the Australian Prudential Regulation Authority (APRA), and 

the Australian Securities and Investments Commission (ASIC) 

respectively. This method is known as ‘regulation by objective’,9 that 

is to say regulation which has the purpose of ‘achieving particular and 

concrete outcomes’10.  

 

(b) Regulation by objective 

Arguments in favour of this model include: 

 Regulators can be more effective, with each having clear 

objectives  that do not overlap;  

 Regulators can, as a result, be more accountable and more 

focused;  

 It creates checks and balances between agencies, and their 

objectives;  

 It allows each regulator to create its own culture that best suits 

its objectives; and  

 It allows each regulator to acquire expertise specifically 

required to meet its objectives.11 

 

(c) Adoption 

Twin peaks was introduced in Australia in 1998 in response to the 

recommendations of the Wallis Inquiry.12 The original proposal was 

                                                                                                                   
World Bank seminar Aligning Supervisory Structures with Country Needs, 

Washington, DC, series editor: The World Bank, 6th and 7th June 2006. 

9 Gregg D. Killoren, “Comparative Analysis of Non-U.S. Bank Regulatory Reform 

and Banking Structure”, Law & Business, edited by CCH Incorporated, in ‘Banking 

& Finance’, 2009, p 10. 

10  Bryane Michael, Say Hak Goo & Dariusz Wojcik, “Does Objectives-Based 

Financial Regulation Imply a Rethink of Legislatively Mandated Economic 

Regulation? The Case of Hong Kong and Twin Peaks Financial Regulation”, Social 

Science Research Network (12 November, 2014), p 1/4ff. 

11  C. Goodhart, P. Hartmann, D.T. Llewellyn, L. Rojas-Suarez & S. Weisbrod, 

Financial Regulation: Why, How and Where Now?, in ‘Business & Economics’, 

2013, p 156/7. 
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not Australian, however. It was first suggested by an Englishman, 

Michael Taylor, in 199513, principally as a reaction to the ‘blurring of 

the boundaries’ phenomenon14 in the financial services sector in the 

UK; an issue to which this paper will return. 

Since its introduction in Australia, the model has been adopted 

in a number of countries. These include the Netherlands, 15  New 

Zealand,16 the United Kingdom,17 Switzerland,18 Qatar,19 and Spain.20  

                                                                                                                   
12  The Report recommended the establishment of a Corporations and Financial 

Services Commission (CFSC), later ASIC, (Stan Wallis, Bill Beerworth, Professor 

Jeffrey Carmichael, Professor Ian Harper & Linda Nicholls, “Financial System 

Inquiry”, The Treasury, 31 March, 1997, p 235), and the creation of the Australian 

Prudential Regulation Commission (APRC), later APRA (ibid, p 298). 

13 Michael W. Taylor, ““Twin Peaks”: A regulatory structure for the new century”,  

no. 20, Centre for the Study of Financial Innovation, December, 1995. 

14 Henriëtte Prast & Iman van Lelyveld, “New Architectures in the Regulation and 

Supervision of Financial Markets and Institutions: The Netherlands”, in DNB 

Working Paper, no. 021/2004, De Nederlandsche Bank, 21 December, 2004, p 

6/12ff/25; Eric J. Pan, “Structural Reform of Financial Regulation”, Transnational 

Law & Contemporary Problems, Vol. 19, no. 3 (Winter, 2011), p 830; Clive 

Briaullt, “The rationale for a single national financial services regulator”, Financial 

Services Authority Occasional Paper, no. 2 (1999), p 6/12/13/26; Heidi Mandanis 

Schooner & Michael Taylor, “United Kingdom and United States Reponses to the 

Regulatory Challenges of Modern Financial Markets”, Texas International Law 

Journal, Vol. 38, no. 2 (Spring, 2003), p 320ff. 

15 A.D Schmulow, “Approaches to Financial System Regulation: An International 

Comparative Survey”, in The Centre For International Finance and Regulation 

(CIFR) Research Working Paper Series, no. Working Paper No. 053/2015 / Project 

No. E018, The Centre For International Finance and Regulation (CIFR), January, 

2015, p 33ff; Henriëtte Prast & Iman van Lelyveld, 21 December, 2004, p 2/14/15. 

16 Toby Fiennes & Cavan O’Connor-Close, “The evolution of prudential supervision 

in New Zealand”, Reserve Bank of New Zealand: Bulletin, Vol. 75, no. 1 (March, 

2012), p 5/10. 

17 See Financial Conduct Authority, “About us”, series edited by Financial Conduct 

Authority, Financial Conduct Authority, 2014, accessed: 25 September, 2014 and 

Prudential Regulation Authority, “About the Prudential Regulation Authority”, 

series edited by Bank of England, in Prudential Regulation Authority, Bank of 

England, 2014, accessed: 25 September, 2014. 
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South Africa21 is in the process of adopting this method of 

financial regulation. France22 and Germany23 use elements of it. 

 

(d) How it functions 

The essence of twin peaks is a regulatory model which ascribes equal 

importance to, and jurisdictional authority over, two core functions: 

one, the maintenance of financial system stability, and two, market 

conduct and consumer protection.24 Crucially, the model eschews the 

concept of a lead regulator25: each agency must single-mindedly fulfil 

its own remit.26 

                                                                                                                   
18  A.D Schmulow, January, 2015, p 35ff; Eddy Wymeersch, “The Structure of 

Financial Supervision in Europe: About Single Financial Supervisors, Twin Peaks 

and Multiple Financial Supervisors”, European Business Organization Law Review 

(EBOR), Vol. 8, no. 2 (June, 2007), 14. 

19 A.D Schmulow, January, 2015, p 36ff. 

20 Ibid, p 38ff. 

21 National Treasury, Republic of South Africa, “Financial Sector Regulation Bill, 

Comments Received on the First Draft Bill Published by National Treasury for 

Comments in December 2013 (Comment Period from 13 December 2013 - 07 

March 2014)”, in Documents for Public Comments - 2nd Draft Financial Sector 

Regulation Bill, Vol. 1, National Treasury, Republic of South Africa, December, 

2014; A.J. Godwin & A.D Schmulow, “The Financial Sector Regulation Bill In 

South Africa: Lessons From Australia”, in The Centre For International Finance and 

Regulation (CIFR) Research Working Paper Series, no. 052/2015 / Project No. 

E018, The Centre For International Finance and Regulation (CIFR), January, 2015. 

22 A.D Schmulow, “Approaches to Financial System Regulation: An International 

Comparative Survey”, ibid no. Working Paper No. 053/2015 / Project No. E018, p 

10ff, C. Goodhart, P. Hartmann, D.T. Llewellyn, L. Rojas-Suarez & S. Weisbrod, op 

cit, p 185ff. 

23  A.D Schmulow, January, 2015, p 14ff. C. Goodhart, P. Hartmann, D.T. 

Llewellyn, L. Rojas-Suarez & S. Weisbrod, op cit, p 185ff. 

24 David T. Llewellyn, op cit, p 27. 

25 For a description of a ‘Lead Regulator’ model, see: C. Goodhart, P. Hartmann, 

D.T. Llewellyn, L. Rojas-Suarez & S. Weisbrod, op cit, p 164; Gregg D. Killoren, 

op cit, p 9. 

26 Gregg D. Killoren, op cit, p 10, David T. Llewellyn, op cit, p 27. 
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This ideal - separate but equal regulators - each with its own 

bailiwick, has much to commend it. After all, it is easy enough to 

understand the importance of the system stability regulator as a 

defence against financial crises. In the aftermath of the GFC however, 

and the market misconduct and consumer abuse that gave rise to the 

subprime disaster and then metastasized into a worldwide series of 

financial crises, there is left little doubt that for financial system 

stability, the market conduct objective is equally important. 

…morphed the subprime crisis into a virulent global financial 

crisis.27  

have identified many billions of dollars of fraudulent loans 

originated by Countrywide that were sold fraudulently to 

Fannie and Freddie through false representations and 

warranties. … 97% of the Countrywide loans reviewed by 

Ambac … had false reps and warranties. Countrywide also 

engaged in widespread foreclosure fraud. … examined by a 

truly independent body has found widespread fraud — in loan 

origination, loan sales, appraisals, and foreclosures. … one 

financially sophisticated entity after another found widespread 

fraud by Countrywide in the entire gamut of its operations, the 

administration, the industry … Countrywide made hundreds of 

thousands of fraudulent loans … It fraudulently foreclosed on 

large numbers of loans. It victimized hundreds of thousands of 

people and hundreds of financial institutions, causing hundreds 

of billions of dollars of losses. It has defrauded more people, at 

a greater cost, than any entity in history ... The financial media 

treats Bank of America as if it were a legitimate bank rather 

than a “vector” spreading the mortgage fraud epidemic 

throughout much of the Western world.28 

                                                 
27 Frederic S. Mishkin, “Over the Cliff: From the Subprime to the Global Financial 

Crisis”, in NBER Working Paper Series, no. 16609, National Bureau of Economic 

Research, December, 2010, p 4. 

28 L. Randall Wray, “Setting the Record Straight One More Time: BofA’s Rebecca 

Mairone Fined $1Million; BofA Must Pay $1.3Billion”, New Economic 

Perspectives, ( 2 August, 2014), (accessed: 26 June, 2015), published electronically. 

See also: Edward Wyatt, “Promises Made, Then Broken, By Firms in S.E.C. Fraud 
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(e) Separate but equal 

The separation of the consumer protection function from the system 

stability function is the cornerstone and, supposedly, one of the 

principal advantages of a twin peaks system.29  

In theory, protection of retail consumers would not be 

subordinated to financial system stability. Indeed, in theory, guarding 

consumers may in fact positively affect system stability by, nipping in 

the bud, malpractices that, while initially only detrimental to 

consumers, ultimately become systemic risks. Examples of market 

misconduct giving rise to the GFC are, in this regard, instructive: 

‘We’ve known for some time that Goldman Sachs and other 

firms marketed mortgage-backed securities even as they sought 

to make profits by betting that such securities would plunge in 

value. This practice, however, while arguably reprehensible, 

wasn’t illegal. But now the S.E.C. is charging that Goldman 

created and marketed securities that were deliberately designed 

to fail, so that an important client could make money off that 

failure. That’s what I would call looting… So what role did 

fraud play in the financial crisis? Neither predatory lending nor 

the selling of mortgages on false pretences caused the crisis. 

But they surely made it worse, both by helping to inflate the 

                                                                                                                   
Cases”, ‘Business Day’, New York Times, New York ed., 8 November, 2011. For a 

full list of of firms fined for financial malpractice and fraud related to the GFC, see: 

U.S. Securities and Exchange Commission, “SEC Enforcement Actions. Addressing 

Misconduct That Led To or Arose From the Financial Crisis”, U.S. Securities and 

Exchange Commission, 26 May, 2015. 

29 Stan Wallis, Bill Beerworth, Professor Jeffrey Carmichael, Professor Ian Harper 

& Linda Nicholls, 31 March, 1997, in ‘Overview, Introduction’, p 29ff; Michael W. 

Taylor, December, 1995, p 1; Michael W. Taylor, “Regulatory reform after the 

financial crisis - Twin Peaks Revisited”, Oxford, UK, in ‘Law and Finance Senior 

Practitioner Lectures’, Wednesday 16 February 2011, p 5ff; David T. Llewellyn, op 

cit, p 16/27. 



 9 

housing bubble and by creating a pool of assets guaranteed to 

turn into toxic waste once the bubble burst.’30 

Whether in practice this equality between consumer protection 

and system stability remains true, is debatable. It is arguable that 

systemic instability, by virtue of its potential severity, will always 

attract a more vigorous response from regulators, than would 

consumer protection, and historically there is evidence of that not only 

in the United States,31 but in the United Kingdom as well.32  

 

(f) Conclusion 

Ideally then, a twin peaks model will give equal priority to financial 

system stability, through a separate bank prudential regulator, as it 

will market conduct and consumer protection, through a separate 

consumer protection and market conduct regulator. In theory then, 

twin peaks aims to safeguard consumers as vigorously as it does the 

stability of the financial system. 

                                                 
30 Paul Krugman, “Looters in Loafers”, ‘Opinion’, New York Times, New York ed., 

19 April, 2010. See also: Debra Cassens Weiss, “SEC Accuses Goldman Sachs of 

Selling Mortgage Investment Designed to Fail”, ABA Journal, Law News Now, 

Securities Law, (9:58 am, 16 April, 2010), (accessed: 25 June, 2014), published 

electronically. 

31 For the need to address past regulatory failures, see: Daniel K. Tarullo, “Good 

Compliance, Not Mere Compliance”, Paper presented at the Federal Reserve Bank 

of New York Conference, “Reforming Culture and Behavior in the Financial 

Services Industry”, New York, NY, series editor: Federal Reserve Bank of New 

York, 20 October 2014, p 9/10; Lawrence G. Baxter, “Capture Nuances in Financial 

Regulation”, Wake Forest Law Review, Vol. 47, no. 3 (Fall, 2012), p 547. 

32 For proposals to address this phenomenon, see: Bank of England HM Treasury, 

Financial Conduct Authority, “How fair and effective are the fixed income, foreign 

exchange and commodities markets? Consultation document”, Bank of England, 

October, 2014, p 4/21/22/48. The outcome of this review will not be available until 

June 2015. 
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In times of distress, twin peaks can, in theory, tolerate 

financial firm failure, provided the firm is not of systemic 

importance.33 

In theory, twin peaks is better suited to performing all of these 

functions than any of the other systems of financial system regulation 

currently employed elsewhere in the world.34 

In practice, however, twin peaks has its shortcomings and its 

deficiencies, and these will be explored in greater detail, below. 

 

IV HISTORICAL DEVELOPMENT 

 

(a) The UK 

Prior to the advent of twin peaks, the UK’s financial sector had so 

many different overseers for conduct and systemic issues that it was 

described as constituting an ‘alphabet soup’ of regulators. Taylor 

                                                 
33 Jeremy Cooper, “The integration of financial regulatory authorities–the Australian 

experience”, Paper presented at the Comissão de Valores Mobiliários (Securities and 

Exchange Commission of Brazil), 30th Anniversary Conference ‘Assessing the 

Present, Conceiving the Future’, Rio de Janeiro, Brazil, 4-5 September 2006, p 5. 

34 Erlend W. Nier, Jacek Osiński, Luis I. Jácome & Pamela Madrid, “Institutional 

Models for Macroprudential Policy”, in IMF Staff Discussion Note, no. SDN/11/18, 

International Monetary Fund, 1 November, 2011, 15/16. See also: De 

Nederlandsche Bank, “IMF publishes its report on financial sector and supervision 

in the Netherlands”, in News, De Nederlandsche Bank, 22 June, 2011, accessed: 9 

January, 2015; Michael Taylor, “Regulatory reform after the financial crisis. Twin 

Peaks revisited”, Chap. 1, in Institutional Structure of Financial Regulation: 

Theories and International Experiences edited by Robin Hui Huang & Dirk 

Schoenmaker, in ‘Part I, Fundamental theories’, series editor: Routledge Research in 

Finance and Banking Law, 1st ed., 2014; Dirk Schoenmaker & Jeroen Kremers, 

“Financial stability and proper business conduct. Can supervisory structures help to 

achieve these objectives?”, Chap. 2, ibid; Professor Jeffrey Carmichael, 

“Implementing Twin Peaks. Lessons from Australia”, Chap. 5, ibid in ‘Part II, 

International experiences’; Brooke Masters, “Focus on G20 vow to raise financial 

standards”, ‘Front Page’, The Financial Times, Morning ed., 15 October, 2009 03:00 

am; John Manley, op cit; Eric J. Pan, op cit, p 822, Michael W. Taylor, “Peak 

Practice: How to reform the UK’s regulatory system”, Centre for the Study of 

Financial Innovation, October, 1996, p 7. 



 11 

argued that those arrangements led to conflicts of interest, ‘confusion 

and damage’.35 

Britain’s system for regulating financial services, as was once 

said of its Empire, has been acquired in a fit of absence of 

mind.36 

The UK had a Byzantine system of disparate regulators, with 

each being assigned a jurisdiction defined by the type of entity being 

regulated. Contemporaneously, the financial system was increasingly 

experiencing a ‘blurring of the boundaries’ between different kinds of 

financial institutions. Banks were combining with insurers, and 

investment banks with stockbroking firms. Added to this was the 

presence of large, systemically important building societies37.  

The combination of these factors was identified as 

necessitating a financial services regulator whose purpose it would be 

to ensure the stability of the financial system.38 

This idea – one, combined financial services regulator - 

became the first half of a more substantial proposal – ‘Twin Peaks’. 

First put forward by Michael Taylor,39 who argued for a fusion of the 

multiple regulators then in existence - regulators charged with 

banking, securities, insurance, and investment management. These 

regulators included the Bank of England and the Building Societies 

Commission.40  

Under Taylor’s plan, a new financial services regulator would 

henceforth assume authority for all deposit-taking institutions41 and, 

                                                 
35 Michael W. Taylor, ““Twin Peaks”: A regulatory structure for the new century”, 

December, 1995, p 1/3. 

36 Ibid, p 2. 

37 Ibid, p 4. 

38 Ibid, p 1. 

39 Andrew Hilton, “UK financial supervision: a blueprint for change”, in Centre for 

the Study of Financial Innovation Working Paper, no. 6, Centre for the Study of 

Financial Innovation, May, 1994. 

40 Michael W. Taylor, ““Twin Peaks”: A regulatory structure for the new century”, 

December, 1995, p 3. 

41 Ibid, p 4. 



 ANDY SCHMULOW 

 12 

crucially, would no longer simply enforce bank regulations against 

individual transactions. It would be charged with ensuring the overall 

stability of the financial system too, by regulating bank capital and the 

control of risk.  

Specifically, Taylor envisaged that the bank regulator would 

address ‘financial soundness of institutions – including capital 

adequacy and large exposure requirements, measures relating to 

systems and controls and provisioning policies, and the vetting of 

senior managers to ensure that they possess an appropriate level of 

experience and skill.’42  

The collapse of Barings Bank 43  in 1995 provided further 

impetus44 for the adoption of a single bank regulator. 

Under Taylor’s proposal a second regulator would then be 

created, charged with protecting consumers from unscrupulous 

operators: a market conduct and consumer protection regulator, 45 

whose remit it would be to ensure that consumers were treated fairly 

and honestly, by protecting them against ‘fraud, incompetence, or the 

abuse of market power.’ Measures would include restrictions on the 

advertising, marketing and sale of financial products, as well as 

minimum fit and proper standards for salespeople.46  

In the event of conflict between the two regulators, the 

Chancellor of the Exchequer would provide a resolution. 

                                                 
42 Ibid, p 3. 

43 For more on this see: Stephen Fay, The Collapse of Barings, 1997; Adam Tickell, 

“Making a melodrama out of a crisis: reinterpreting the collapse of Barings Bank”, 

Environment and Planning D: Society and Space, Vol. 14, no. 1 (1996); and for a 

critical theory analysis: Andrew D. Brown, “Making sense of the collapse of 

Barings Bank”, Human Relations, Vol. 58, no. 12 (2005). 

44 Michael W. Taylor, ““Twin Peaks”: A regulatory structure for the new century”, 

December, 1995, p 2. 

45 Ibid, p 1. 

46 Ibid, p 3. 
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According to Taylor, 47  this would address four issues 

simultaneously: 

i. that henceforth a wide range of financial firms would 

have to be regarded as systemically important; 

ii. that sprawling and disparate regulatory agencies 

present opportunities for regulatory arbitrage,48 and turf 

battles over jurisdiction;49 

iii. that in the ever increasing cases of financial 

conglomerates, a group-wide perspective on financial 

soundness is required;50 

iv. and that rare and specialist expertise and limited 

supervisory resources would be pooled, instead of 

duplicated by overlapping. 

‘The benefits of twin peaks are clear. The proposed structure 

would eliminate regulatory duplication and overlap; it would 

create regulatory bodies with a clear and precise remit; it would 

establish mechanisms for resolving conflicts between the 

objectives of financial services regulation; and it would 

encourage a regulatory process which is open, transparent and 

publically accountable.’51 

 

                                                 
47 Ibid, p 4. 

48 And ibid, at p 7: [the same phenomenon that creates the potential for regulatory 

arbitrage also creates] the possibility for important issues to ‘disappear down the 

gaps’, and … among consumers [confusion is created] by an ‘“alphabet soup”’ of 

regulators.  

49 Ibid, p 11. 

50 At p 5, ibid, Taylor discusses the issue of psychological contagion, that is to say a 

collapse in depositor confidence, not because an entity is directly involved in a loss, 

but because another entity – a subsidiary – another part of the same conglomerate is 

involved in a loss. This possibility - that retail depositor panic can set-off a bank run 

across all associated entities - underscores the importance of a whole-of entity 

approach to regulation. 

51 Ibid, p 1. 
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V  WEAKNESSES AS COMPARED TO OTHER MODELS 

 

Space constraints do not permit a detailed examination of all the 

deficiencies that have been observed in existing twin peaks structures 

and, moreover, not all these deficiencies are exclusive to twin peaks. 

These non-exclusive deficiencies include its failure to cover 

non-bank financial institutions (NBFIs), or so-called shadow banks52; 

problems of co-ordination 53 ; and its failure to prevent the market 

misconduct and consumer abuse that led to the US subprime disaster, 

which metastasised54 into an international systemic stability crisis. 

Instead, this paper will analyse the vulnerability of the model 

to bank runs; the limitations of the model as noted by the HIH 

Commission; the failures of the Australian Securities and Investments 

Commission; and twin peaks’ failure in the Netherlands. 

 

(a) Bank runs & contagion 

Banks are unlike other entities in one crucial respect: a failure in one 

bank can cause the failure of a different, unrelated bank, even one that 

is profitable and solvent.  

More than anything else, it is the systemic risk phenomenon 

associated with banking and financial institutions that makes 

them different from gas stations and furniture stores. It is this 

factor—more than any other—that constitutes the fundamental 

rationale for the safety net arrangements that have evolved in 

this and other countries.55 

                                                 
52 Ibid,p  4. 

53 A.J. Godwin & A.D Schmulow, January, 2015, p 3/4/5/7/8ff. 

54 Steve Denning, “Lest We Forget: Why We Had A Financial Crisis”, Forbes, (22 

November, 2011), published electronically; Frederic S. Mishkin, “Over the Cliff: 

from the Subprime to the Global Financial Crisis”, in NBER Working Paper Series, 

no. Working Paper 16609, National Bureau of Economic Research, December, 

2010. 

55 E. Gerald Corrigan, “The Banking-Commerce Controversy Revisited”, Federal 

Reserve Bank of New York Quarterly Review, Vol. 16, no. 1 (1991), p 3. 
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This widely investigated phenomenon, ‘contagion’, and efforts 

to prevent it occurring, or at least mitigate its effects, are the core 

concerns of the regulatory model, twin peaks or otherwise. 

Contagion is a term used to describe the spillover [sic] … 

effects of shocks from one or more firms to others. It is widely 

considered to be both more likely to occur in banking than in 

other industries and to be more serious when it does occur. 

Bank (depository institution) contagion is of particular concern 

if adverse shocks, such as the failure or near-failure of one or 

more banks, are transmitted in domino fashion not only to other 

banks and the banking system as a whole, but beyond to the 

entire financial system and the macro economy. The risk of 

widespread failure contagion is often referred to as systemic 

risk.56 

Typically, contagion originates with a bank run; that is to say, 

a situation in which a large number of bank customers attempt to 

withdraw their funds at once, and bank reserves are inadequate. 57 

Depositor panic in a failing bank can spread to depositors of other 

institutions. The resulting large-scale withdrawals from banks that are 

third parties to the original, failing bank can cause rapid insolvency in 

even profitable, well-capitalised and solvent banks. The cascading 

withdrawals-cum-insolvencies can become a full-blown financial 

crisis.58 

                                                 
56 George G. Kaufman, “Bank contagion: A review of the theory and evidence”, 

Journal of Financial Services Research, Vol. 8, no. 2 (April, 1994), p 123. 

57 For a detailed discussion of bank runs, see: Charles W. Calomiris & Gary Gorton, 

The Origins of Banking Panics: Models, Facts, and Bank Regulation, paper 

presented at the Rodney L. White Center for Financial Research, The Wharton 

School, November 1990, p 222/223; Ted Temzelides, “Are Bank Runs 

Contagious?”, Federal Reserve Bank of Philadelphia Business Review 

(November/December, 1997), p 3/10ff. 

58 For more, see: Governor Daniel K. Tarullo, “Rethinking the Aims of Prudential 

Regulation”, Paper presented at the Federal Reserve Bank of Chicago Bank 

Structure Conference, Speeches, Chicago, Illinois, series editor: Board of Governors 

of the Federal Reserve System, 8 May 2014, p 8. 
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This is an unavoidable consequence of how banks make 

money: they engage in maturity mismatching – that is to say, they 

borrow money short-term from demand depositors, and lend it longer-

term, to homebuyers and the like. 

It is the fundamental mismatch between bank demand-deposit 

liabilities … and the illiquid, risky, and opaque loans 

collateralizing those insured deposits that gives rise to the 

current … problem.59 

Secondly, banks engage in a transformative function60: they 

transform opaque and illiquid assets into transparent and liquid 

liabilities. The effect of which is, however, that banks cannot liquidate 

assets fast enough in the face of widespread demand-depositor 

withdrawals. The ensuing fire sale of assets will further damage a 

bank’s balance sheet.61 

Consequently, while the argument can be made, and strongly, 

that twin peaks is the optimal model for financial system regulation, it 

is not a model that guarantees everlasting firm solvency, nor does it 

claim to be able to prevent the collapse of individual firms. Taylor 

                                                 
59 R. C. Merton & Z. Bodie, Deposit insurance reform: a functional approach, 

paper presented at the Carnegie-Rochester Conference on Public Policy, Vol. 38, 

1993, p 5. Maturity mismatching was a significant contributor to the collapse of the 

Indonesian banking system during the Asian Crisis. P. Srinivas & D. Sitorus, “The 

Role of State Owned Banks in Indonesia”, Paper presented at the 

Brookings/IMF/World Bank conference on “The Role of State-Owned Financial 

Institutions: Policy and Practice” being held during April 26-27, 2004, Washington, 

DC, series editor: The World Bank, 2003, p 17; A. Crockett, “International Financial 

Arrangements: Architecture and Plumbing”, Paper presented at the Third David 

Finch Lecture, University of Melbourne, 12 November 1999. 

60 For more on the transformation function, see: Douglas W. Diamond & Philip H. 

Dybvig, “Bank Runs, Deposit Insurance, and Liquidity”, Journal of Political 

Economy, Vol. 91, no. 3 (June, 1983), p 402. 

61 For more on asset stripping by banks in times of distress, see: R. C. Merton & Z. 

Bodie, op cit, p 14/15. 
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acknowledges this 62 , as do the Australian authorities (as the next 

section, dealing with HIH, will demonstrate).  

While there are steps in place to manage the exit of a bank 

from the financial system, through such methods as ‘living wills’63, 

twin peaks nonetheless does not have an answer if the collapse of one 

bank leads to widespread depositor panic and widespread financial 

firm distress. It is, therefore, susceptible to being overwhelmed by a 

crisis. 

The interconnectedness of financial institutions can also result 

in the failure of one player quickly affecting others. This 

applies particularly in the banking sector, and can occur either 

because other institutions are directly or indirectly exposed to a 

failed bank or because of a loss of confidence amongst banks in 

each other’s ability to meet future obligations when they fall 

due, thus triggering a liquidity freeze as evidenced at the start of 

the GFC. Moreover, the public may lose trust in the banking 

system and a bank run may ensue. Although the Reserve 

Bank’s role of lender of last resort means that it has an effective 

response to any bank runs, these situations can easily spill over 

to the real economy; for example, in the form of a credit crunch. 

A key objective of prudential regulation and supervision is to 

reduce these risks.64  

 

(b) Australia’s twin peaks failures: the collapse of HIH 

When HIH insurance collapsed on March 15 2001, it was the second 

largest insurance company in Australia. This makes HIH one of the 

biggest collapses in Australian corporate history. 65  HIH was a 

                                                 
62 Michael W. Taylor, ““Twin Peaks”: A regulatory structure for the new century”, 

December, 1995, p 10. 

63 Elizabeth Fry, “Too big to bail: Aussie banks need a living will”, ‘Banking’, Asia-

Pacific Banking & Finance, Monday 4 May, 2015. 

64 Toby Fiennes & Cavan O’Connor-Close, op cit, p 6. 

65 Rob Curtis, “Solvency as a Focal Point of Prudential Regulation: Supervisory 

Lessons and Challenges”, Chap. 6, in The Future of Insurance Regulation and 
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regulated entity, under the jurisdiction of the system stability 

regulator, APRA.  

After HIH’s collapse, the Royal Commission constituted to 

investigate the incident found as follows: 

APRA did not cause or contribute to the collapse of HIH. Nor 

could it have taken steps to prevent the failure of the company. 

APRA could not be expected to provide a guarantee that no 

company it regulated would ever fail. However, the regulatory 

function was designed to minimise the possibility that a general 

insurance company would fail. The system gave APRA the 

ability to detect the early warning signs that a company might 

fail. APRA’s failure to pick up the many signs that HIH was 

heading towards statutory and commercial insolvency 

highlighted a number of systemic weaknesses in its 

administration of the regulatory system.66 

Two implications emanate from this.  

The first is that weaknesses in the application of the model can 

bring the model undone. Several problems arise as a result. One such 

problem is that there are no guarantees that problems of application 

will be discovered through reviews and inquiries. The possibility 

remains that problems of application will only be discovered through 

failure or distress, as happened with HIH. Other obstacles to adequate 

and consistent application relate to the adequate resourcing of the 

regulator 67 , the creation of the appropriate culture within the 

regulator68, and the degree to which the legislator is captured by the 

financial industry.69 

                                                                                                                   
Supervision: A Global Perspective, edited by Patrick M. Liedtke & Jan  

Monkiewicz, 2011, p 93. 

66 The HIH Royal Commission, “Report of the HIH Royal Commission”, The HIH 

Royal Commission, 16 April, 2003, § 24.1.2. 

67 A. Campbell & R. Lastra, “Revisiting the Lender of Last Resort”, Banking and 

Finance Law Review, Vol. 24, no. 3 (June, 2009). 

68  APRA acknowledged that its ‘light-touch’ culture was responsible for their 

failures with HIH. John Garnaut, “Watchdog licks its wounds after commission 

mauling”, ‘Business’, The Sydney Morning Herald, 16 January, 2003. Failures in the 
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The second implication from the HIH Royal Commission 

finding is that in Australia, the leading proponent of twin peaks, it is 

accepted that the model will have to tolerate, at least, individual firm 

failure. That position persists to this day.70 

 

VI VARIATIONS IN THE MODEL 

 

It should be noted that twin peaks is a work in progress. Among the 

countries that now use this model - Australia, New Zealand, the 

Netherlands and the United Kingdom - differences exist. 

 

(a) Monopolistic versus Non-monopolistic Location of the Bank 

Regulator 

While in Australia the prudential regulator is an entity separate from 

the National Central Bank (NCB) – the Reserve Bank of Australia 

(RBA) - such non-monopolist arrangements are not universal.  That is 

to say, there are instances where the regulator is part of the NCB 

(monopolist regimes), and others where the regulator is separate (non-

monopolist regimes).  

There is no definitive answer as to which regime is preferable, 

but the available evidence favours a non-monopolist approach. The 

advantages and disadvantages of each are as follows: 

 

                                                                                                                   
UK during the GFC were similarly attributed to the inadequacies of the light touch. 

Jill Treanor, “Farewell to the FSA – and the bleak legacy of the light-touch 

regulator”, ‘Business’, The Guardian/The Observer, 24 March, 2013. 

69 For the extent of this problem in the United States, see: Arthur E. Wilmarth Jr., 

“Turning a Blind Eye: Why Washington Keeps Giving In to Wall Street”, University 

of Cincinnati Law Review, Vol. 81, no. 4/4 (2013). 

70  Australian Prudential Regulation Authority, “Supporting Materials for 

Assessment Against the Basel Core Principles”, in IMF Financial Sector Assessment 

Program — Australia, Australian Prudential Regulation Authority, 2006, p 7. 
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(i) The monopolist approach 

The monopolist approach has a number of advantages. Chief among 

these are the synergies and efficiencies enjoyed by locating the 

regulator within the NCB. Further, in jurisdictions lacking a strong 

tradition of independent regulatory agencies, advantages may be 

gained by locating the regulator within an NCB if the NCB has a 

strong tradition of independence, as is the case with the most recent 

adopter of twin peaks, South Africa and the South African Reserve 

Bank, whose independence is enshrined in the South African 

Constitution. 

‘The South African Reserve Bank, in pursuit of its primary 

object, must perform its functions independently and without 

fear, favour or prejudice, but there must be regular consultation 

between the Bank and the Cabinet member responsible for 

national financial matters.’71 

‘So essentially, the SARB and the finance ministry-controlled 

national treasury are the monetary authority in South Africa, 

although the Constitution expressly enshrines the SARB’s 

independence … The apparent contradiction - being 

independent on the one hand and having joint authority over 

monetary matters with the finance ministry on the other - tends 

to cause confusion amongst South Africans and seemingly 

friction between the SARB and the government.’72 

Additionally, the NCB may be able to gain valuable insights 

into the state of the economy by conducting the activities of the 

Prudential Authority (PA).73 Heller,74 Di Noia et al state that an ability 

                                                 
71 Chapter 13, s 224(2), Constitution of the Republic of South Africa, No. 108 of 

1996, (enacted: 1996), (Republic of South Africa). For an analysis of the degree of 

independence enjoyed by the SARB see: D. Schmulow & L. Greyling, “Monetary 

Policy in the New South Africa: Economic and Political Constraints”, South African 

Journal of Economics, Vol. 64, no. 3 (September, 1996), 176.  

72 Tom Nevin, “How independent is the South-African Reserve Bank?”, African 

Business, no. 332 (June, 2007), p 32. 

73  Carmine Di Noia & Giorgio Di Giorgio, “Should banking supervision and 

monetary policy tasks be given to different agencies?”, International Finance, Vol. 
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to influence bank policy through regulatory pressure may add to the 

efficacy of monetary policy. 75  They argue that, due to the 

interrelationship between the activities of the NCB and the PA, co-

ordination is a necessary prerequisite.76 Management of the payments 

system to contain systemic risk may also require access control and 

monitoring of the participants in the system.77  

Doubtless this is correct, but co-ordination does not of 

necessity preclude two separate entities. 

According to Haubrich, the information advantages derived 

from a monopolistic approach are ‘particularly needed in times of 

financial crisis, when only direct supervision can deliver the essential 

information on time.’ 78  Similarly, a central bank supervising the 

banking system may be better placed to know whether a bank seeking 

assistance from the NCB as lender of last resort is insolvent or simply 

illiquid.79 However, as Goodhart et al80 argue, ‘the revealed preference 

                                                                                                                   
2, no. 3 (November, 1999), p 367. The authors cite a study into the US economy in 

which confidential supervisory information on bank ratings allowed the Federal 

Reserve to make more accurate predictions on macro-economic variables such as 

rates of inflation and unemployment. Ibid, p 367. 

74 H. Robert Heller, “Prudential supervision and monetary policy”, Chap. 11, in 

International Financial Policy: Essays in Honour of Jacques J. Polak, September, 

1991, p 272; Carmine Di Noia & Giorgio Di Giorgio, op cit, p 367. 

75 See also: Vasso P. Ioannidou, “Monetary Policy And Bank Supervision”, Paper 

presented at the Federal Reserve Bank of Chicago Conference on Bank Structure 

and Competition, Federal Reserve Bank of Chicago Conference on Bank Structure 

and Competition Proceedings, Chicago, Il, series editor: Federal Reserve Bank of 

Chicago, in ‘Federal Reserve Bank of Chicago Conference on Bank Structure and 

Competition Proceedings’, May 2002, p 2. 

76 Carmine Di Noia & Giorgio Di Giorgio, op cit, p 367. 

77  Ibid, p 368, citing Charles Goodhart & Dirk Schoenmaker, “Institutional 

separation between supervisory and monetary agencies”, Giornale degli economisti 

e annali di economia, Vol. 51, no. 9/12 (October-December, 1992), p 370. 

78  Joseph G. Haubrich, “Combining bank supervision and monetary policy”, 

Economic Commentary, no. November (1996), p 4. 

79  Carmine Di Noia & Giorgio Di Giorgio, op cit, p 368. See also: Vasso P. 

Ioannidou, “Does monetary policy affect the central bank’s role in bank 
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of monetary authorities has been to rescue banks running into 

difficulties, so long as there appeared to be any risk of a systemic 

knock-on effect’81 and, that consequently the argument in favour of an 

NCB being better placed to know whether a bank seeking credit 

merits assistance, does not hold. Additionally Haubrich’s argument 

does not of necessity exclude a non-monopolist approach. Close co-

ordination, as currently exists in Australia, between the NCB and the 

PA, with clearly defined processes, 82  may provide the necessary 

mechanisms for systemic stability.83 

                                                                                                                   
supervision?”, Journal of Financial Intermediation, Vol. 14, no. 1 (January, 2005), 

p 61. 

80  Charles Goodhart & Dirk Schoenmaker, “Should the Functions of Monetary 

Policy and Banking Supervision Be Separated?”, Oxford Economic Papers, Vol. 47, 

no. 4 (October, 1995), p 549. 

81 Vasso P. Ioannidou, “Does monetary policy affect the central bank’s role in bank 

supervision?”, op cit, p 61. 

82 Anonymous, “Memorandum of Understanding”, The Reserve Bank of Australia 

and The Australian Prudential Regulation Authority, 12 October, 1998; The Council 

of Financial Regulators, “The Council of Financial Regulators”, series edited by 

The Council of Financial Regulators, Reserve Bank of Australia, 2001-2014, 

accessed: 14 July, 2014: ‘In the CFR, members share information, discuss 

regulatory issues and, if the need arises, coordinate responses to potential threats to 

financial stability. The CFR also advises Government on the adequacy of Australia’s 

financial regulatory arrangements’; and The Council of Financial Regulators, 

“Memorandum of Understanding on Financial Distress Management between the 

Members of the Council of Financial Regulators”, The Reserve Bank of Australia, 

The Australian Prudential Regulation Authority, The Australian Securities and 

Investments Commission and The Treasury of the Commonwealth of Australia, 18 

September, 2008. 

83 Contra, see Vasso P. Ioannidou, “Does monetary policy affect the central bank’s 

role in bank supervision?”, op cit, p 61, fn 3: ‘This argument assumes that it is not 

possible for a third party, responsible for bank supervision, to transfer information 

effectively to the LOLR. This assumption is clearly debatable. However, it seems 

more plausible during periods of financial instability, since the speed and the degree 

with which the condition of an institution deteriorates is significantly higher during 

periods of financial instability. Moreover, it is in “bad” times that institutions are 

more likely to “cook” their books and hide their true condition. Hence, under these 
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Moreover, a separation between the PA and the NCB may 

serve to insulate the NCB from the reputational harm84 associated with 

the failure of a regulated institution, as was the case with the collapse 

of the Australian insurer, HIH.85 

 

(ii) The non-monopolist approach 

While empirical evidence remains scant, one survey 86  finds that 

inflation is ‘considerably higher and more volatile’ in countries where 

the PA is located within the NCB.87 In addition, a non-monopolist 

regulatory approach can be said to comport more closely with the 

Core Principles in Basel III - in particular Principle 288 - and is often 

synonymous with a more competitive financial system.89  

Di Noia et al 90  find evidence of this in higher lending-

borrowing spreads in countries with a PA integrated into the NCB, as 

well as the other indicators of bank profitability and efficiency, both 

of which are lower in countries with an integrated, monopolist NCB-

PA structure. For example, staff costs are on average 50 per cent 

higher, and bank reserves as much as 300 per cent higher, in 

                                                                                                                   
circumstances direct supervision could help deliver the essential information on 

time.’ 

84 Carmine Di Noia & Giorgio Di Giorgio, op cit, p 369. 

85 See: The HIH Royal Commission, 16 April, 2003. 

86 Carmine Di Noia & Giorgio Di Giorgio, op cit. 

87 Ibid, pp 361, 372. According to their research, anywhere from 50 per cent to 100 

per cent higher. Ibid, p 370. Contra, see: Vasso P. Ioannidou, “Monetary Policy And 

Bank Supervision”, op cit, p 1. 

88 Principle 2 states ‘– Independence, accountability, resourcing and legal protection 

for supervisors: The supervisor possesses operational independence, transparent 

processes, sound governance, budgetary processes that do not undermine autonomy 

and adequate resources, and is accountable for the discharge of its duties and use of 

its resources. The legal framework for banking supervision includes legal protection 

for the supervisor.’ (Emphasis added). Basel Committee on Banking Supervision, 

“Core Principles for Effective Banking Supervision”, Bank for International 

Settlements, September, 2012, § 41, p 10. 

89 Carmine Di Noia & Giorgio Di Giorgio, op cit, p 373. 

90 Ibid, p 373/4. 
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monopolistic jurisdictions. Crucially, such a major difference in 

reserves between monopolist and non-monopolist countries is ascribed 

to the difference in the way in which the compulsory reserve 

requirement is employed between the two. In the former this 

requirement is used both as a monetary policy tool and a form of 

depositor protection. 91  Furthermore, countries with monopolist 

regimes are typified by higher non-bank deposits, and less intensive 

use of the interbank market.92 

Banking sectors in ‘monopolist’ countries are more protected 

and somehow less developed and efficient than those in ‘non-

monopolist’ countries.93 

There are, in addition, conflicts of interest94 that ought to be 

considered when locating the PA. The NCB’s focus is primarily a 

macro-prudential one, whereas the PA’s focus is chiefly micro-

prudential. Consequently, as lender of last resort, the NCB may find 

itself under pressure to assist regulated institutions when the PA is 

located within the NCB. It is argued that such conflicts of interest are 

best avoided.  

For example, a typical conflict that may arise is that the NCB 

is concerned with the stability of the banking system, primarily for the 

effect that that instability may have on the payments system, its 

capacity to transmit monetary policy signals, and the costs associated 

with its lender of last resort function in a crisis.95 Conversely, the PA’s 

primary concern is monetary stability, for the effect it has on interest 

rates and possibly exchange rates 96  and, in turn, the effect those 

factors have on bank profitability and, by implication, bank 

soundness. 

                                                 
91 Ibid, p 375. 

92 Ibid, p 376. 

93 Ibid, p 376. 

94 See also: ibid, p 368. 

95 Ibid, p 367. 

96 Ibid, p 367. 
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Within this more usual context, the conflict of interest may 

arise between the monetary authorities, who wish for higher 

rates (e.g. to maintain an exchange rate peg, to bear down on 

inflation, or to reduce the pace of monetary growth), and the 

regulatory authorities who are frightened about the adverse 

effects such higher rates may have upon the bad debts, 

profitability, capital adequacy and solvency of the banking 

system.97 

The corollary to this is when the monetary authority displays a 

preference for lower interest rates. If, in such an environment, bank 

profitability is typically low, or bank balance sheet structures are 

vulnerable to lower interest rates, then a further lowering of interest 

rates may contribute to greater bank vulnerability, and may be 

opposed by the PA. This potentially creates an irreconcilable tension 

between the PA and the NCB. Conversely, excessive focus on the 

PA’s concerns in the setting of monetary policy may worsen bank 

fragility in the long run.98 

The sign on the estimated coefficient of monetary policy 

indicates that when the Fed tightens monetary policy, it 

becomes less strict in bank supervision (i.e., an increase in 

interest rates or a decrease in reserves is associated with a lower 

probability of intervention). One possible explanation is that the 

Fed tends to be less strict on bank supervision in order to 

compensate banks for the extra pressure it puts on them when it 

tightens monetary policy. The Fed might be interested in 

compensating troubled banks either because it is concerned 

about possible adverse effects from bank failures on its 

reputation or because it is concerned about possible knock-on 

effects. After all, the Fed is responsible for maintaining the 

                                                 
97  Charles Goodhart & Dirk Schoenmaker, “Institutional separation between 

supervisory and monetary agencies”, op cit, p 361. 

98 H. Robert Heller, op cit, p 5. 
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stability of the financial system and it is responsible for the 

supervision of some of the biggest banks in the United States.99 

A further instance for potential conflicts of interest between 

the NCB and the PA include the expectation that the NCB will be 

influenced by stability considerations, when determining monetary 

policy,100 or that the NCB may employ open market operations and 

access to the discount window as a supervisory instrument.101  

Lastly, Di Noia et al102 assert that conflicts may arise between 

macro (monetary) and micro (regulatory) policy. Monetary policy 

tends to be anti-cyclical, whereas regulatory policy tends to be pro-

cyclical.103 Di Noia et al104 cite an example where, during an economic 

slowdown, a bank’s non-performing assets may increase, precipitating 

higher loan-loss provisioning rules, and pressure from the regulator to 

increase the quality of the bank’s portfolio. As Tuya et al105 point out, 

this leads to a restriction in credit at precisely the time when monetary 

policy should be expansionary.  

 

VII CONCLUSION 

 

The wisdom of the objectives-based architecture [has] been 

borne out to a considerable extent by the Australian experience. 

“This model avoids the conflict of objectives faced by 

                                                 
99 Vasso P. Ioannidou, “Does monetary policy affect the central bank’s role in bank 

supervision?”, op cit, p 60. 

100 Carmine Di Noia & Giorgio Di Giorgio, op cit, p 369. 

101 José Tuya & Lorena Zamalloa, “Issues on Placing Banking Supervision in the 

Central Bank”, Chap. 26, in Frameworks for Monetary Stability: Policy Issues and 

Country Experiences. Papers presented at the sixth seminar on central banking, 

Washington, D.C., March 1-10, 1994, edited by Tomás J.T. Baliño & Carlo 

Cottarelli, series editor: the International Monetary Fund, December, 1994, p 680. 

102 Carmine Di Noia & Giorgio Di Giorgio, op cit, p 369. 

103  Charles Goodhart & Dirk Schoenmaker, “Institutional separation between 

supervisory and monetary agencies”, op cit, p 362. 

104 Carmine Di Noia & Giorgio Di Giorgio, op cit, p 369. 

105 José Tuya & Lorena Zamalloa, op cit, p 670. 
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regulators under virtually every other architecture. Where an 

agency faces multiple objectives there is a danger … that one 

will, for whatever reason, dominate the other in terms of 

visibility with senior management and/or allocation of 

resources (as appears to have been the case with Northern Rock 

in the UK).”106  

The twin peaks regime has principally six advantages. First, by 

assigning each regulatory agency a single objective, there is maximum 

regulatory focus.  

Second, there are significant potential synergies in bringing 

together all regulators of a particular market. APRA, for example, was 

able to bring together best practices from banking and insurance 

regulation to create a stronger framework for both. APRA was also 

one of the first agencies to apply a broad risk-based supervisory 

approach to all prudentially regulated sectors of the financial system. 

Similarly, Australia was one of the first countries in the world to 

introduce a single licensing regime for market participants, by 

bringing all markets under ASIC’s purview. 

Third, bringing all prudentially regulated entities under the one 

roof is conducive to eliminating regulatory arbitrage. Prior to the 

creation of APRA, there were at least three different types of 

institution able to issue demand deposits in Australia. These were 

regulated by nine different agencies. Following its creation, APRA 

introduced a fully harmonized regime for all deposit-taking 

institutions. These are now regulated as “Authorized Deposit-taking 

Institutions” (ADIs) under a single licensing regime. This coherence 

over deposit taking was important in preventing a shadow banking 

sector from emerging in Australia. 

                                                 
106 Alan Erskine, July, 2014, p 43, citing Professor Jeffrey Carmichael, “Regulation 

by Objective – The Australian Approach to Regulation”, Paper presented at the 

Statement to the US Senate Committee on State Homeland Security and 

Governmental Affairs, in ‘Statement to the US Senate Committee on State 

Homeland Security and Governmental Affairs’, 21 May 2009, p 6. 
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Fourth, bringing all prudentially regulated institutions under 

one roof should facilitate a more consistent and effective approach to 

regulating financial conglomerates. APRA has been at the forefront of 

international efforts to develop a framework for consolidated 

supervision of conglomerates. 

Fifth, allocating a single objective to each regulator minimizes 

the overlap between agencies and the inevitable turf wars that 

accompany such overlaps. There are always grey areas in practice, 

however neat the principles might appear in theory. The greatest 

potential overlaps are between prudential regulation and systemic 

stability regulation on the one hand (to the extent that prudential 

soundness provides one of the key foundation stones for systemic 

stability), and between prudential and conduct regulation on the other 

(to the extent that they each involve regulation of different aspects of 

the same institutions). Notwithstanding the potential for overlap, these 

have tended to diminish, rather than amplify, with time and 

experience. In part this is a consequence of the clear lines of 

responsibility in each situation. And, in part, it is a consequence of the 

determination by the key parties to cooperate in the interests of the 

system as a whole. 

Sixth, the allocation of a single objective to each agency 

should minimize cultural clashes. As a general rule, conduct agencies 

are dominated by lawyers. Prudential agencies, in contrast, are 

typically dominated by accountants, economists, and finance experts. 

When these two groups are combined in the same agency there can be 

a clash of cultures as one seeks to dominate the other.107 
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“Institutional Models for Macroprudential Policy”, in IMF 

Staff Discussion Note, no. SDN/11/18, Monetary and Capital 

Markets Department, International Monetary Fund, published 

by International Monetary Fund, Washington, DC, 1 

November 2011, pp 1-25, 

http://www.imf.org/external/pubs/ft/sdn/2011/sdn1118.pdf. 

Pan, Eric J., “Structural Reform of Financial Regulation”, 

Transnational Law & Contemporary Problems, Vol. 19, no. 3, 



 ANDY SCHMULOW 

 36 

Winter, 2011, pp: 796-867, https://web-b-ebscohost-

com.ezp.lib.unimelb.edu.au/ehost/pdfviewer/pdfviewer?vid=2

&sid=b780b6ae-4dbe-41d7-b942-

fd071f462457%40sessionmgr113&hid=128. 

Prast, Henriëtte & Iman van Lelyveld, “New Architectures in the 

Regulation and Supervision of Financial Markets and 

Institutions: The Netherlands”, in DNB Working Paper, no. 

021/2004, Division Supervisory Policy, De Nederlandsche 

Bank, published by De Nederlandsche Bank, Amsterdam, NL, 

21 December 2004, pp 1-30, 

http://www.dnb.nl/binaries/Working Paper 21_tcm46-

146678.pdf. 

Prudential Regulation Authority, “About the Prudential Regulation 

Authority”, series edited by Bank of England, in Prudential 

Regulation Authority, published by Bank of England, London, 

2014, accessed: 25 September 2014, 

http://www.bankofengland.co.uk/pra/pages/about/default.aspx. 

Schmulow, A.D, “Approaches to Financial System Regulation: An 

International Comparative Survey”, series edited by The 

Centre For International Finance and Regulation (CIFR), in 

The Centre For International Finance and Regulation (CIFR) 

Research Working Paper Series, no. Working Paper No. 

053/2015 / Project No. E018, The Centre For International 

Finance and Regulation (CIFR), published by The Centre For 

International Finance and Regulation, Sydney, NSW, January 

2015, pp 1-63, 

http://www.cifr.edu.au/assets/document/WP053-2015 Godwin 

E018 Approaches to Financial System Regul.pdf. 

Schmulow, D. & L. Greyling, “Monetary Policy in the New South 

Africa: Economic and Political Constraints”, South African 

Journal of Economics, Vol. 64, no. 3, September, 1996, pp: 

175-192, 

http://onlinelibrary.wiley.com.ezp.lib.unimelb.edu.au/store/10.

1111/j.1813-6982.1996.tb01127.x/asset/j.1813-

6982.1996.tb01127.x.pdf?v=1&t=hxkgzn1w&s=982851cad60

2f6ef5915b3eab2adf7b55b5542c6. 

Schoenmaker, Dirk & Jeroen Kremers, “Financial stability and proper 

business conduct. Can supervisory structures help to achieve 

these objectives?”, Chap. 2, in Institutional Structure of 

Financial Regulation: Theories and International Experiences 

1st ed., edited by Robin Hui Huang & Dirk Schoenmaker, in 

‘Part I, Fundamental theories’, series editor: Routledge 

Research in Finance and Banking Law, published by 

Routledge Oxford, 2014, pp 1-280, 978-0415726870, 

http://reader.eblib.com.au.ezp.lib.unimelb.edu.au/(S(3po0djfcp

cig4a0teuad2cfh))/PrintProcess.aspx?p=45&m=2&c=48,49,50,

51,52,53,54,55,56,57,58. 

Schooner, Heidi Mandanis & Michael Taylor, “United Kingdom and 

United States Reponses to the Regulatory Challenges of 

Modern Financial Markets”, Texas International Law Journal, 



 37 

Vol. 38, no. 2, Spring, 2003, pp: 317-346, 

http://www.tilj.org/content/journal/38/num2/Schooner-

Taylor317.pdf. 

Srinivas, P. & D. Sitorus, “The Role of State Owned Banks in 

Indonesia”, Paper presented at the Brookings/IMF/World 

Bank conference on “The Role of State-Owned Financial 

Institutions: Policy and Practice” being held during April 26-

27, 2004, Washington, DC, series editor: The World Bank, 

published by The World Bank, 2003, pp 1-49, 

http://info.worldbank.org/etools/docs/library/156393/stateown

ed2004/pdf/srinivas_rolesobsindonesia.pdf. 

Tarullo, Daniel K., “Good Compliance, Not Mere Compliance”, Paper 

presented at the Federal Reserve Bank of New York 

Conference, “Reforming Culture and Behavior in the Financial 

Services Industry”, New York, NY, series editor: Federal 

Reserve Bank of New York, published by Federal Reserve 

Bank of New York, New York, NY, 20 October, 2014, pp 1-

12, 

http://www.federalreserve.gov/newsevents/speech/tarullo2014

1020a.htm. 

Tarullo, Governor Daniel K., “Rethinking the Aims of Prudential 

Regulation”, Paper presented at the Federal Reserve Bank of 

Chicago Bank Structure Conference, Speeches, Chicago, 

Illinois, series editor: Board of Governors of the Federal 

Reserve System, published by Board of Governors of the 

Federal Reserve System, 8 May, 2014, sponsored by The US 

Federal Reserve System, 

http://www.federalreserve.gov/newsevents/speech/tarullo2014

0508a.pdf. 

Taylor, Michael, “Regulatory reform after the financial crisis. Twin 

Peaks revisited”, Chap. 1, in Institutional Structure of 

Financial Regulation: Theories and International Experiences 

1st ed., edited by Robin Hui Huang & Dirk Schoenmaker, in 

‘Part I, Fundamental theories’, series editor: Routledge 

Research in Finance and Banking Law, published by 

Routledge Oxford, 2014, pp 1-280, 978-0415726870, 

http://reader.eblib.com.au.ezp.lib.unimelb.edu.au/(S(3po0djfcp

cig4a0teuad2cfh))/PrintProcess.aspx? 

Taylor, Michael W., “Peak Practice: How to reform the UK’s 

regulatory system”, series edited by the Centre for the Study of 

Financial Innovation, Centre for the Study of Financial 

Innovation, published by the Centre for the Study of Financial 

Innovation, October 1996, pp 1-19. 

Taylor, Michael W., “Regulatory reform after the financial crisis - 

Twin Peaks Revisited”, Oxford, UK, in ‘Law and Finance 

Senior Practitioner Lectures’, published by the Said Business 

School, Wednesday 16 February, 2011, pp 19, sponsored by 

the Faculty of Law, University of Oxford, 

http://www.law.ox.ac.uk/event=10961. 



 ANDY SCHMULOW 

 38 

Taylor, Michael W., ““Twin Peaks”: A regulatory structure for the 

new century”, series edited by the Centre for the Study of 

Financial Innovation, no. 20, Centre for the Study of Financial 

Innovation, published by the Centre for the Study of Financial 

Innovation, December 1995, pp 1-18. 

Temzelides, Ted, “Are Bank Runs Contagious?”, Federal Reserve 

Bank of Philadelphia Business Review, November/December, 

1997, pp: 1-14, http://www.phil.frb.org/research-and-

data/publications/business-review/1997/november-

december/brnd97tt.pdf. 

The Council of Financial Regulators, “The Council of Financial 

Regulators”, series edited by The Council of Financial 

Regulators, published by Reserve Bank of Australia, Sydney, 

NSW, 2001-2014, accessed: 14 July 2014, 

http://www.rba.gov.au/fin-stability/reg-framework/cfr.html. 

The Council of Financial Regulators, “Memorandum of 

Understanding on Financial Distress Management between 

the Members of the Council of Financial Regulators”, series 

edited by The Council of Financial Regulators, The Reserve 

Bank of Australia, The Australian Prudential Regulation 

Authority, The Australian Securities and Investments 

Commission and The Treasury of the Commonwealth of 

Australia, published by The Council of Financial Regulators, 

Sydney, NSW, 18 September 2008, pp 5, 

http://www.cfr.gov.au/about-cfr/mou/mou-cfr-fdm.pdf. 

The HIH Royal Commission, “Report of the HIH Royal Commission”, 

The HIH Royal Commission, published by The HIH Royal 

Commission, Sydney, NSW, 16 April 2003, 

http://www.hihroyalcom.gov.au/finalreport/index.htm. 

Tickell, Adam, “Making a melodrama out of a crisis: reinterpreting 

the collapse of Barings Bank”, Environment and Planning D: 

Society and Space, Vol. 14, no. 1, 1996, pp: 5-33, 0263-7758, 

http://www.envplan.com/abstract.cgi?id=d140005. 

Treanor, Jill, “Farewell to the FSA – and the bleak legacy of the light-

touch regulator”, ‘Business’, The Guardian/The Observer, 

published by Guardian News and Media Limited, London, 24 

March, 2013, 

http://www.theguardian.com/business/2013/mar/24/farewell-

fsa-bleak-legacy-light-touch-regulator. 

Tuya, José & Lorena Zamalloa, “Issues on Placing Banking 

Supervision in the Central Bank”, Chap. 26, in Frameworks 

for Monetary Stability: Policy Issues and Country 

Experiences. Papers presented at the sixth seminar on central 

banking, Washington, D.C., March 1-10, 1994, edited by 

Tomás J.T. Baliño & Carlo Cottarelli, series editor: the 

International Monetary Fund, published by the IMF Institute 

and Monetary and Exchange Affairs Department, International 

Monetary Fund, Washington • 1994, Washington, DC, 

December, 1994, pp 663-690, 9781557754196, 

http://www.elibrary.imf.org.ezp.lib.unimelb.edu.au/doc/IMF07



 39 

1/02625-9781557754196/02625-

9781557754196/Other_formats/Source_PDF/02625-

9781455227495.pdf. 

U.S. Securities and Exchange Commission, “SEC Enforcement 

Actions. Addressing Misconduct That Led To or Arose From 

the Financial Crisis”, U.S. Securities and Exchange 

Commission, published by U.S. Securities and Exchange 

Commission, Washington, DC, 26 May 2015, 

http://www.sec.gov/spotlight/enf-actions-fc.shtml. 

Wallis, Stan, Bill Beerworth, Professor Jeffrey Carmichael, Professor 

Ian Harper & Linda Nicholls, “Financial System Inquiry”, 

series edited by The Treasury of the Commonwealth 

Government of Australia, The Treasury, published by The 

Treasury, Australian Government, Canberra, ACT, 31 March 

1997, pp 1-771, 

http://fsi.treasury.gov.au/content/FinalReport.asp. 

Weiss, Debra Cassens, “SEC Accuses Goldman Sachs of Selling 

Mortgage Investment Designed to Fail”, ABA Journal, Law 

News Now, Securities Law, (9:58 am, 16 April, 2010), 

(accessed: 25 June, 2014), published electronically by 

American Bar Association, Chicago, Il, 

http://www.abajournal.com/news/article/sec_accuses_goldman

_sachs_of_selling_mortgage_investment_designed_to_fail/. 

Wilmarth Jr., Arthur E., “Turning a Blind Eye: Why Washington 

Keeps Giving In to Wall Street”, University of Cincinnati Law 

Review, Vol. 81, no. 4/4, 2013, pp: 1283-1446, 

http://scholarship.law.uc.edu/cgi/viewcontent.cgi?article=1154

&context=uclr. 

Working Group on Financial Supervision, “The Structure of Financial 

Supervision. Approaches and Challenges in a Global 

Marketplace”, series edited by Group of Thirty, in Special 

Report, Group of Thirty, Consultative Group on International 

Economic and Monetary Affairs, Inc., published by Group of 

Thirty, Washington, DC, 2008, pp 1-249, 

http://www.group30.org/images/PDF/The Structure of 

Financial Supervision.pdf. 

Wray, L. Randall, “Setting the Record Straight One More Time: 

BofA’s Rebecca Mairone Fined $1Million; BofA Must Pay 

$1.3Billion”, New Economic Perspectives, ( 2 August, 2014), 

(accessed: 26 June, 2015), published electronically, 

http://neweconomicperspectives.org/2014/08/setting-record-

straight-one-time-bofas-rebecca-mairone-fined-1million-bofa-

must-pay-1-3billion.html. 

Wyatt, Edward, “Promises Made, Then Broken, By Firms in S.E.C. 

Fraud Cases”, ‘Business Day’, New York Times, New York 

ed., published by The New York Times Company, New 

YTork, NY, 8 November, 2011, 

http://www.nytimes.com/2011/11/08/business/in-sec-fraud-

cases-banks-make-and-break-promises.html?_r=0. 



 ANDY SCHMULOW 

 40 

Wymeersch, Eddy, “The Structure of Financial Supervision in 

Europe: About Single Financial Supervisors, Twin Peaks and 

Multiple Financial Supervisors”, European Business 

Organization Law Review (EBOR), Vol. 8, no. 2, June, 2007, 

pp: 237-306, 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=946695. 

 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




