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Board Level Risk Brief, May 2026 
 
The history of financial crises demonstrates a recurring structural 
tendency within modern financial systems. It is the progressive 
displacement of risk from visible, regulated, and institutionally 
supervised domains into increasingly opaque, weakly supervised, 
and conceptually misunderstood sectors of the market 
architecture.  
 
This is neither accidental nor episodic. It reflects a persistent 
dynamic inherent in complex financial systems operating under 
conditions of prolonged economic expansion, technological 
innovation, regulatory asymmetry, and competitive pressure. Across jurisdictions, 
across asset classes, and across historical periods, crises repeatedly emerge 
because the collective perception of risk becomes systematically distorted. 
Optimism gradually exceeds realism, confidence begins to substitute for 
prudential skepticism, and institutional actors progressively normalize 
vulnerabilities that would have appeared unacceptable during earlier stages of 
the cycle. 
 
Financial crises occur within governance systems. They emerge where law, 
supervision, incentives, accounting frameworks, political priorities, and market 
structures interact imperfectly. The recurring migration of risk toward less visible 
areas of the financial ecosystem reflects the limits of formal regulation when 
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confronted with innovation, complexity, and the endogenous tendency of 
markets to arbitrage constraints. 
 
One of the central lessons of financial history is that risk itself is rarely eliminated. 
Instead, it is transformed, repackaged, transferred, fragmented, or concealed. 
Regulatory systems often create the illusion of safety within the perimeter of 
formal supervision while simultaneously incentivizing migration outside that 
perimeter. In this sense, regulation can unintentionally function as a hydraulic 
mechanism, and pressure applied in one area causes risk to flow elsewhere.  
 
The pattern can be observed with remarkable consistency across centuries of 
financial instability. Prior to crises, extended periods of economic growth and 
liquidity abundance tend to generate institutional overconfidence. Market 
participants begin to interpret favorable conditions as evidence of structural 
resilience. Rising asset prices are interpreted as confirmation of sound 
fundamentals. Sophisticated financial engineering creates an impression that risk 
has been dispersed safely across the system. In reality, however, risk is often 
becoming more concentrated, more interconnected, and more difficult to identify. 
 
This transition is particularly dangerous because it unfolds gradually. The 
deterioration of prudential discipline rarely appears dramatic in real time. It 
emerges incrementally through changes in lending standards, leverage practices, 
collateral assumptions, liquidity structures, governance expectations, and 
valuation methodologies. Institutions continue to operate within formally legal 
parameters, yet the substance of their risk posture deteriorates materially. 
Compliance with rules increasingly substitutes for genuine understanding of 
exposures. Supervisory metrics remain formally satisfied even while underlying 
systemic fragility intensifies. 
 
The legal significance of this dynamic is profound. Modern financial regulation is 
heavily dependent upon categorization. Regulatory frameworks distinguish 
between banks and non-banks, insured and uninsured entities, retail and 
professional counterparties, liquid and illiquid assets, capitalized and 
undercapitalized exposures, investment and hedging activities, systemic and non-
systemic actors. Yet crises repeatedly demonstrate that systemic risk frequently 
emerges precisely where these categories fail to capture economic reality. The 
formal legal characterization of an activity may diverge materially from its actual 
systemic implications. 
 
Importantly, crises do not typically originate in the areas receiving the greatest 
supervisory attention. They emerge in peripheral zones where visibility is weakest. 
This is one of the most enduring paradoxes of financial regulation. The sectors 
considered safe often become safe precisely because they are heavily supervised. 
Meanwhile, innovation, leverage, and speculative activity migrate toward areas 
where rules are less mature, supervisory expertise is weaker, or jurisdictional 
fragmentation creates enforcement gaps. 
 
This migration process reflects regulatory arbitrage at both institutional and 
systemic levels. Market actors respond rationally to differential regulatory 
burdens. Activities constrained in one jurisdiction or institutional form 
frequently reappear elsewhere under different legal classifications. Banking 
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functions migrate into non-bank entities. Credit intermediation moves into 
capital markets. Leverage reemerges through derivatives, synthetic exposures, or 
collateral chains. Each transition may appear legally distinct, yet economically 
similar vulnerabilities persist. 
 
The expansion of the shadow banking system illustrates this phenomenon with 
particular clarity. Shadow banking did not arise because financial intermediation 
disappeared from regulated banks entirely. Rather, it emerged because economic 
demand for leverage, liquidity transformation, and yield generation continued 
despite prudential constraints imposed on traditional institutions.  
 
The legal challenge becomes especially acute because these structures often 
operate across multiple jurisdictions and regulatory categories simultaneously. 
Traditional supervisory models built around individual institutions become 
insufficient in environments defined by interconnected ecosystems. Systemic risk 
increasingly resides within relationships between entities, infrastructures, 
collateral chains, technological dependencies, and liquidity mechanisms. 
 
This is why modern systemic risk analysis increasingly emphasizes 
interconnectedness, concentration, correlation, and operational dependency 
rather than merely institutional solvency. A formally solvent institution may 
nevertheless contribute materially to systemic instability if it occupies a critical 
position within interconnected financial infrastructure. Conversely, a relatively 
small actor may generate disproportionate systemic consequences if embedded 
within opaque chains of leverage or liquidity dependency. 
 
The recurring replacement of caution with confidence during precrisis periods 
also reflects institutional memory decay. Financial systems possess surprisingly 
short collective memory horizons. As crises recede temporally, political pressure 
for deregulation intensifies, market discipline weakens, and risk governance 
cultures gradually erode. New generations of executives, investors, regulators, 
and policymakers often lack direct experiential familiarity with prior crises. 
Historical warnings begin to appear outdated or excessively conservative. 
Technological innovation further reinforces this process by creating the belief 
that structural vulnerabilities of earlier eras have been overcome. 
 
The legal system itself may unintentionally reinforce complacency. Regulatory 
compliance can create psychological assurance detached from substantive 
resilience. Institutions begin to equate legality with safety. Yet lawful behavior 
may still generate systemic fragility if the regulatory framework itself fails to 
capture evolving risks. Financial crises repeatedly demonstrate that formal 
compliance is not synonymous with prudential soundness. 
 
This distinction between legal compliance and systemic resilience is critically 
important for boards, compliance officers, and risk managers. A firm may satisfy 
existing capital requirements, disclosure obligations, governance mandates, and 
supervisory expectations while simultaneously contributing to systemic 
instability. The law frequently operates retrospectively, codifying lessons from 
previous crises. Markets, however, evolve prospectively. As a result, regulation 
often addresses historical vulnerabilities while emerging risks accumulate 
elsewhere. 



P a g e  | 4 

International Association of Potential, New and Sitting Members of the Board of Directors (IAMBD) 

The migration of risk toward poorly understood sectors also reflects the 
increasing technical complexity of modern finance. Sophisticated mathematical 
models, algorithmic systems, artificial intelligence applications, derivatives 
engineering, and high frequency trading infrastructures can create environments 
where even senior decision makers lack comprehensive understanding of 
underlying exposures. Complexity itself becomes a source of systemic 
vulnerability. When products, infrastructures, or interdependencies exceed the 
cognitive capacity of institutions to evaluate them effectively, governance 
deteriorates. 
 
Critical financial infrastructure increasingly depends upon cloud providers, 
digital identity systems, telecommunications infrastructure, satellite systems, 
data aggregation mechanisms, and AI-driven analytical platforms. Many of these 
dependencies exist outside traditional financial regulation entirely. Yet their 
disruption could produce consequences comparable to classical banking crises. 
The least visible corners of the system may be technological, geopolitical, or 
infrastructural. 
 
This evolution challenges the foundational assumptions of traditional financial 
supervision. Regulators historically focused on solvency, liquidity, capital 
adequacy, and market conduct within identifiable financial institutions. Modern 
systemic resilience, however, requires understanding distributed ecosystems 
extending far beyond regulated balance sheets. The boundaries of systemic 
relevance have expanded dramatically. 
 
The recurring cycle of optimism exceeding realism therefore reflects more than 
individual irrationality. It reflects structural asymmetry between evolving risk 
and static governance frameworks. Financial systems innovate faster than legal 
systems adapt. Competitive markets reward short term performance more visibly 
than long-term resilience. Political systems often favor growth narratives over 
precautionary restrictions during expansionary periods. Institutional incentives 
encourage participation in profitable trends even when underlying risks remain 
poorly understood. 
 
Consequently, the least visible areas of the system often become the most 
dangerous precisely because they attract insufficient skepticism during periods of 
confidence. Market participants assume stability because instability has not 
recently manifested. Regulators focus on previously identified vulnerabilities 
while new forms of interconnectedness emerge elsewhere. Boards receive 
increasingly sophisticated quantitative reports that may obscure rather than 
clarify systemic exposure. Complexity creates the illusion of control while 
simultaneously reducing actual transparency. 
 
Ultimately, the central lesson for board members is that systemic resilience 
depends less upon static compliance with existing rules than upon continuous 
skepticism regarding where risk may be relocating next. The most dangerous 
risks are often those still emerging beyond established supervisory categories. 
Financial crises repeatedly reveal that the system’s greatest vulnerabilities tend to 
reside not at its center, but at its edges, precisely where optimism is strongest, 
transparency weakest, and institutional understanding least mature. 
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This time is different?  
Sarah Breeden, Deputy Governor for Financial Stability, Bank of England, at the HLS-
PIFS Symposium on “Building the Financial System of the 21st Century: An Agenda for 
Europe and the United States 
 

 
 

It is no understatement to say that we have been living through extraordinary 
times.  And it’s not obvious there is a calmer outlook ahead of us. What might 
that mean for financial stability? 
 
History has taught us that crises do not arrive without warning. In the run up, 
optimism overrides caution, resilience is reduced, leverage and complexity build 
up, risk migrates to opaque and hidden corners. When a shock hits, we see rapid 
deleveraging, contagion and crisis. As the Bank of England’s Deputy Governor for 
Financial Stability, my focus is on making sure we learn the lessons from the past. 
So will this time be different? 
 
Let me start with some good news. 
 
The global financial system has proved resilient in the face of extraordinary 
shocks. 
 
In the space of the last six years we have experienced six big shocks – a 
pandemic, Russia’s invasion of Ukraine, the failure of a number of overseas banks 
including a global systemically important one, severe stress in the UK gilt market 
following the mini-budget in 2022, repeated disruptions to world trade, and the 
worst energy shock in my living memory. Conflict in the Middle East continues to 
add to uncertainty and unpredictability, with sharp movements in energy prices 
and bond yields. 
 
Yet, through all of this, the system has largely absorbed shocks rather than 
amplified them. It has continued to provide essential services to households and 
businesses. 
 
That resilience matters – and it is not an accident. It reflects the hard‑won 
lessons of the global financial crisis. Banks now hold significantly more, and 
higher‑quality, capital and liquidity, and we are much better prepared for a 
failure (Ramsden, 2026). Macroprudential tools – from countercyclical capital 
buffers to housing measures – lean against the build‑up of risk, so that debt is 
less likely to magnify downturns. 
 
So it’s natural to ask: is this time different? Or is there more we need to do? 
Today I will look at the lessons from history, assess where vulnerabilities now sit, 
and explain how recent events affect the odds that those vulnerabilities will 
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crystallise at scale. And I will finish by setting out what we are doing – at home 
and internationally – to reduce the likelihood of that happening. 
 
Lessons from history 
 
History rarely repeats itself precisely – but it does tend to rhyme. 
 
Across financial crises, a common pattern emerges. Optimism slowly outruns 
realism. Confidence replaces caution. And risk migrates, via complex routes, to 
the least visible, least regulated, and least well‑understood corners of the system. 
 
Galbraith’s The Great Crash 1929 describes a period convinced that innovation 
had rewritten the rules. Equities were treated as a one‑way bet. Investment trusts 
promised diversification while quietly amplifying leverage. Warnings were not 
absent – but they were discounted. 
 
Accounts of the global financial crisis, like Andrew Sorkin’s Too Big To Fail, tell a 
strikingly similar story. Complexity provided reassurance. Models offered 
comfort. Risk was judged to be small and dispersed – and therefore contained. 
 
The point is not that equities in the 1920s were the same as sub‑prime mortgages 
in the 2000s. Each era invents its own instruments. Innovation changes the 
packaging; human behaviour supplies the content. The question to ask is not 
whether history will repeat itself—but whether we can hear its echoes and 
whether we act in time. 
 
There are real reasons to think the system is considerably stronger than in the 
past. 
 
First, the banking system. Banks are far better capitalised and more liquid than 
before the global financial crisis. UK bank stress tests show that the banking 
system can continue to lend through severe but plausible scenarios, including 
sharp increases in commodity and energy prices and major supply‑chain 
disruptions – a scenario that feels somewhat familiar. A credible resolution 
regime further reduces the risk that an individual bank failure becomes systemic. 
 
Second, households and businesses. Corporate balance sheets today appear more 
resilient than in the mid‑2000s and vulnerability indicators are well below past 
peaks. Household indebtedness is close to its lowest level since the early 2000s, 
arrears are low, and debt‑servicing burdens remain manageable. 
 
Risks have not disappeared – they have shifted 
 
But resilience in parts of the system does not guarantee the resilience of the 
whole. 
 
Activity has increasingly migrated from banks to market‑based finance, which 
now accounts for around half of UK and global financial‑sector assets. That shift 
brings benefits. It diversifies funding and moves risk from entities with fixed 
nominal liabilities – such as bank deposits – to investors who should expect and 
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are better placed to absorb losses. But losses, and the behaviours they trigger, can 
still amplify shocks – particularly when leverage, liquidity mismatch and 
complexity are involved. 
 
At the same time, risk has shifted towards sovereign balance sheets. Before the 
global financial crisis, vulnerabilities were concentrated in households and firms. 
Since then, governments have borrowed extensively – first to stabilise the system 
after the GFC, and later to support businesses and households through the 
economic effects of the pandemic and war in Ukraine. 
 
Sovereigns have long horizons and the greatest capacity to manage risk. But 
public debt in advanced economies is now close to post‑war highs. That reduces 
fiscal space, limiting governments’ ability to respond to future shocks, and can 
increase sensitivity to shifts in market confidence. 
 
When government bond yields rise sharply, financing conditions tighten across 
the economy. Sovereign bond markets anchor pricing for mortgages and 
corporate credit and provide core collateral for repo and derivatives markets – 
the plumbing of the financial system. When that plumbing fails, stress can 
propagate quickly, as the UK experienced in autumn 2022. 
 
To learn more: https://www.bankofengland.co.uk/speech/2026/april/sarah-
breeden-at-the-program-on-international-financial-systems-and-harvard-law-
school 
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SEC Proposes Amendments to Permit Optional Semiannual Reporting by Public 
Companies 
 

 
 

The Securities and Exchange Commission today proposed rule and form 
amendments that would give public companies the option of filing semiannual 
reports in lieu of quarterly reports to meet their interim reporting obligations 
under the federal securities laws. 
 
Public companies, subject to Exchange Act Section 13(a) or 15(d), are currently 
required to file quarterly reports on Form 10-Q. The proposed amendments, if 
adopted, would allow these public companies to elect to file semiannual reports 
on new Form 10-S instead of quarterly reports on Form 10-Q.  
 
As a result, companies that elect to file semiannual reports would file one 
semiannual report and one annual report for each fiscal year in lieu of three 
quarterly reports and one annual report. The flexibility provided under proposed 
amendments would enable public companies to choose the interim reporting 
frequency that would best serve the company and its investors. 
 
“Public companies have an obligation under the federal securities laws to provide 
information that is material to investors. Yet, the rigidity of the SEC’s rules has 
prevented companies and their investors from determining for themselves the 
interim reporting frequency that best serves their business needs and investors.  
 
Today’s proposed amendments, if ultimately adopted, would provide companies 
with increased regulatory flexibility in this regard,” said SEC Chairman Paul S. 
Atkins in a statement*. 
 
Under the proposal, the filing deadline for semiannual reports on Form 10-S 
would be 40 or 45 days, depending on the company’s filer status, after the end of 
the first semiannual period of the fiscal year.  
 
The proposal also would amend Regulation S-X, which governs the financial 
statement requirements for periodic reports, registration statements, and proxy 
statements, to reflect the new semiannual reporting option and simplify the 
existing financial statement requirements. 
 
The proposing release will be published on SEC.gov and in the Federal Register. 
The public comment period will remain open until 60 days after the date of 
publication of the proposing release in the Federal Register. 
 
*Statement on Proposing Release for Semiannual Reporting 
Paul S. Atkins, Chairman 
 
Today, the Commission proposed amendments to provide public companies with 
the option of filing one semiannual report, on a new Form 10-S, in lieu of three 
quarterly reports on Form 10-Q. This proposal is part of my Make IPOs Great 
Again agenda that is aimed at incentivizing companies to go and stay public. 
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Public companies have an obligation under the federal securities laws to provide 
information that is material to investors. Yet, the rigidity of the SEC’s rules has 
prevented companies and their investors from determining for themselves the 
interim reporting frequency that best serves their business needs and investors.  
 
Today’s proposed amendments, if ultimately adopted, would provide companies 
with increased regulatory flexibility in this regard. 
 
In determining a company’s reporting cadence, a company might consider factors 
such as the costs and management time of preparing quarterly reports versus 
semiannual reports, expectations of its investors, potential effects on its cost of 
capital, the stage of its business development, the nature of its business model, 
other avenues of disclosure including earnings calls and current reports on Form 
8-K, and prospects of increased research coverage, all without undermining 
fundamental investor protections.  
 
Ultimately, this flexibility might reduce some of the burdens of being a public 
company and potentially influence a company’s decision to become or remain 
public.  
 
The proposal seeks public input on the optional semiannual reporting 
framework, and I look forward to the public feedback. 
 
Of course, the frequency of regulatory reporting is only part of the equation for 
incentivizing companies to go and stay public.  
 
Another significant part is ensuring that the disclosure—both financial and non-
financial—mandated in interim reports, whether filed quarterly or semiannually, 
is guided by materiality as the north star.  
 
At the SEC, the Commission staff is well underway in exploring potential 
amendments to Regulation S-K, generally and including the parts implicated by 
interim reports. 
 
With respect to the financial statements required in interim reports, I also 
encourage the Financial Accounting Standards Board to evaluate potential 
amendments to its accounting standards, with the same goal of eliciting 
disclosure of material information and avoid compelling the disclosure of 
immaterial information. 
 
Today’s proposal is just the first step of the larger, comprehensive effort to review 
and reshape the current SEC rules governing public companies with respect to 
their ongoing reporting obligations and their ability to raise capital in the public 
markets.  
 
Over the next few months, I expect that the Commission will be considering a 
series of proposals that, if adopted, will not only redefine what it means to be a 
public company, but will make being public attractive again. 
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Thank you to the following members of the Commission staff for their work on 
this proposal. 
 
To learn more: https://www.sec.gov/newsroom/press-releases/2026-42-sec-
proposes-amendments-permit-optional-semiannual-reporting-public-companies 
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2025 Annual Report 
 

 
 

2025 HIGHLIGHTS  
 
Inspections  
www.pcaobus.org/inspections 
 

➢ During 2025, PCAOB staff inspected over 200 registered public 
accounting firms, reviewing over 880 audit engagements of public 
companies and SEC-registered brokers and dealers. Seventy of these firms 
(responsible for over 200 audits) were located outside of the United States.  

 
➢ Leveraging inspection observations to drive improved audit quality, 

PCAOB staff posted several publications related to common audit 
deficiencies, good practices, important reminders for auditors, and other 
insights.  

 
➢ To support smaller registered public accounting firms, the PCAOB 

aggregated its Audit Focus publication series and other helpful resources 
on a new Information for Smaller Firms resources page.  

 
Registration  
www.pcaobus.org/registration 
 

➢ At the end of 2025, there were 1,444 audit firms registered with the 
PCAOB, including 646 domestic firms and 798 non-U.S. firms located in 
80 jurisdictions. The 2025 total of registered public accounting firms was 
down 6% from the total as of December 31, 2024, when there were 1,544 
firms registered with the PCAOB.  
 
Audit firms that withdrew from registration in 2025 cited reasons 
including performing no work requiring registration with the PCAOB (58% 
of withdrawing firms), a business combination or the dissolution of the 
firm (12%), and increased regulations (7%).  
 
Two firms reported an ongoing investigation or other action by the SEC or 
PCAOB, and one firm cited sanctions against Russia. Twenty percent of 
firms that withdrew provided no reason for their withdrawal.  

 
Standards  
www.pcaobus.org/standards 
  

➢ To support the implementation of new PCAOB standards, PCAOB staff 
provided guidance, publications, videos, workshops, and other resources 
to help registered public accounting firms of all sizes update their 
methodologies and train their staff on necessary changes. The Board 
issued a policy statement to assist auditors in implementing paragraph 

http://www.pcaobus.org/inspections
http://www.pcaobus.org/registration
http://www.pcaobus.org/standards
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.10A of AS 1105, Audit Evidence. (See Results of PCAOB Standard-Setting 
Responsibilities on page 8 below.)  

 
➢ After considering stakeholder input regarding QC 1000, A Firm’s System 

of Quality Control – the PCAOB’s new quality control standard – the 
PCAOB postponed the effective date by one year (to December 15, 2026) to 
provide registered public accounting firms with additional time to address 
implementation challenges. During 2025, staff also conducted extensive 
outreach with registered public accounting firms to better understand 
their implementation progress and challenges and to respond to questions 
regarding the requirements of the new standard. 

 
Enforcement  
www.pcaobus.org/enforcement 
 

➢ The PCAOB issued 37 public disciplinary orders in 2025 to hold registered 
public accounting firms and associated persons accountable for 
misconduct involving audit failures, quality control violations, and other 
issues.  

 
➢ The PCAOB continued to conduct investigations, both in the United States 

and abroad, of potential violations of PCAOB rules and standards.  
 
International  
www.pcaobus.org/international 
 

➢ Building on its longstanding commitment to cross-border cooperation as a 
means to protect investors in U.S. capital markets, the PCAOB entered 
into cooperative arrangements with audit regulators in Cyprus, Lithuania, 
Romania, and the Slovak Republic. The PCAOB also amended existing 
agreements with audit regulators in Denmark and Spain.  

 
➢ The PCAOB advanced its collaboration and engagement with audit 

regulators from around the world, notably through its participation in the 
International Forum of Independent Audit Regulators and by hosting the 
International Institute on Audit Regulation in Washington, DC. Audit 
regulators from 33 non-U.S. jurisdictions attended the 2025 Institute.  

 
Other Activities in Support of the PCAOB’s Mission  
www.pcaobus.org/about 
 

➢ The PCAOB strengthened its stakeholder engagement, notably with the 
launch of the Smaller Firms Resource Group. Comprised of professionals 
from smaller registered public accounting firms, the group was established 
to provide the PCAOB staff with feedback specific to smaller firms.  

 
➢ PCAOB Board Members hosted and PCAOB staff participated in a series of 

five forums across the country to interact directly with smaller registered 
public accounting firms by sharing guidance and perspectives on key audit 
topics.  

 

http://www.pcaobus.org/enforcement
http://www.pcaobus.org/international
http://www.pcaobus.org/about
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➢ The PCAOB launched a new publication series – Data Points – presenting 
concise, data-driven insights relevant to audits. Each edition of Data 
Points offers neutral, factual information drawn from PCAOB datasets and 
other available sources.  

 
➢ To foster rigorous economic research in topics that are relevant to the 

PCAOB’s mission, the PCAOB hosted two academic conferences: the 
PCAOB/Management Science Registered Reports Conference and the 
Conference on Auditing and Capital Markets. Each event drew over 100 
researchers to Washington.  

 
➢ The PCAOB announced that 685 students, nominated by their U.S. 

colleges and universities, were selected to each receive a $15,000 merit-
based scholarship for the 2025-2026 academic year. The Sarbanes-Oxley 
Act provides that funds from the collection of civil monetary penalties 
imposed by the PCAOB must be used to fund a merit scholarship program 
for students in accredited accounting degree programs. In 2025, the 
PCAOB enhanced its engagement with PCAOB Scholars, notably via a 
dedicated LinkedIn group for Scholars that during the year grew to over 
1,000 members and held its first online Q&A event with a PCAOB Board 
Member. 
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To learn more: https://assets.pcaobus.org/pcaob-dev/docs/default-
source/about/administration/documents/annual_reports/2025-annual-
report.pdf?sfvrsn=7d124c5a_2 
 

 
 
 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/about/administration/documents/annual_reports/2025-annual-report.pdf?sfvrsn=7d124c5a_2
https://assets.pcaobus.org/pcaob-dev/docs/default-source/about/administration/documents/annual_reports/2025-annual-report.pdf?sfvrsn=7d124c5a_2
https://assets.pcaobus.org/pcaob-dev/docs/default-source/about/administration/documents/annual_reports/2025-annual-report.pdf?sfvrsn=7d124c5a_2
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FSI Briefs No 30 

Cyber risk stress testing for banks  
Patrizia Baudino, April 2026 
 

 
 

Cyber risk stress testing by authorities for the banking sector 
 
Highlights 
 
• In the context of growing frequency and sophistication, and increasing potential 
impacts of cyber incidents, some authorities have disclosed that they are 
conducting cyber stress tests to enhance firm and sector resilience to operational 
disruptions, such as those caused by cyber attacks. 
 
• These tests benefit both authorities and firms by identifying vulnerabilities and 
strengthening response and recovery mechanisms as well as, in some 
circumstances, identifying the financial stability impacts of such disruptions. 
 
• Based on recent exercises, two distinct approaches emerge, namely firm- or 
system-focused cyber stress tests. It is important for the authority in charge to 
select the approach that best reflects the institutional setup and the objectives of 
the stress test, ensuring consistency across all parts of the exercise. 
 
• Continued enhancements and disclosure of the methodological aspects in cyber 
stress tests can help raise awareness and establish best practices. 
 

 
 
1. Introduction  
 
In response to the increasing frequency, sophistication and potential impact of 
cyber incidents, authorities have adopted a range of tools aimed at testing firms’ 
preparedness for managing cyber risk.  
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Ideally, a comprehensive testing programme for cyber risk should be composed 
of vulnerability assessments, scenario-based testing, penetration tests and red 
team tests (see Committee for Payment Systems and Infrastructure (CPMI) and 
International Organization of Securities Commissions (IOSCO), CPMI-IOSCO 
(2016)).  
 
Among these, scenario-based and penetration/red team testing offer a 
complementary approach to identifying weaknesses. Penetration/red team tests 
simulate cyber attacks on live systems to identify exploitable vulnerabilities.  
 
Conversely, scenario-based stress testing, or more broadly, a stress test, assumes 
that firms’ preventative measures have failed, and focuses on firms’ cyber 
incident response and their recovery, ie their operational resilience. 
 
While cyber stress tests cannot fully replicate the impact of a real-life cyber 
incident, they provide authorities and firms with valuable insights into the 
effectiveness of their response processes.  
 
In particular, the static nature of such exercises allows firms to work through 
their planning and preparation, and assess its effectiveness. This, together with 
the extended timespan over which a stress test is conducted, gives firms and 
authorities room to identify critical arrangements in their response strategies, 
assess possible weaknesses in their design and reflect on their suitability.  
 
The relative novelty of cyber stress tests means that experience of conducting 
them is somewhat limited at the present time. Moreover, disclosure is currently 
very restricted, both in terms of the number of publishing authorities and the 
extent of the information that is released.  
 
This cautious approach reflects the need to preserve confidentiality around the 
scope and findings of the exercises, to avoid exposing participating firms to 
malicious attacks. 
 
To learn more: https://www.bis.org/fsi/fsibriefs30.pdf 
 

 
 

 

 

 
 
 
 
 
 
 
 
 

https://www.bis.org/fsi/fsibriefs30.pdf
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One Transitory Shock After Another 
Governor Christopher J. Waller, Board of Governors of the Federal Reserve System, at 
the David Kaserman Memorial Lecture, Department of Economics, Auburn University, 
Auburn, Alabama 
 

 
 

Thank you, Joe, and thank you for the opportunity to speak to you today. My 
subject, as it often is, is the outlook for the U.S. economy and the implications for 
monetary policy. My last outlook speech was at the end of February, which, I 
have to say, now feels like it was a year ago. 
 
Before I get to everything that has happened since, let me remind you of how 
things looked back then. The economic data indicated that, in the absence of the 
temporary effects of tariffs, inflation was running a bit above the Federal Open 
Market Committee's (FOMC) 2 percent goal.  
 
The larger question was whether the labor market was substantially weakening, 
with the unemployment rate fairly steady but little job creation and other signs of 
a softening labor demand relative to supply. At that point, I was looking for a 
clearer picture of whether the risks to the FOMC's maximum employment goal 
called for a cut in our policy rate or if we should hold that rate steady to support 
continued progress toward 2 percent inflation. 
 
After that speech and before the FOMC's March meeting, two critical things 
occurred. The first was the start of the conflict with Iran, which quickly disrupted 
energy production and transportation in the Middle East and sent global energy 
prices soaring. While central bankers rightly tend to discount the effects of 
temporary oil supply shocks, it was apparent that a prolonged disruption in that 
region could have a lasting effect on inflation and U.S. economic growth, and that 
was a consideration going into the FOMC's March 17 and 18 meeting. 
 
The second development is what we have come to more fully recognize about the 
supply side of the labor market. Over the course of last year, we got the details of 
how net immigration, which was 2.3 million in 2024, fell to a minimal level in 
2025 and is continuing at a very low level in 2026. This pattern has lowered 
population growth and, hence, the growth of the labor force.  
 
This change in immigration, combined with the continued aging of the 
population, means that very little or no net job creation is necessary to absorb 
new workers into employment. This development is unprecedented in recent 
history, and I believe it is a significant factor in understanding the economic 
outlook and what that means for monetary policy. 
 
Before I say more about these two important considerations for the outlook, I will 
start with how the economy looked ahead of the outbreak of the conflict in the 
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Middle East and then discuss how I think things will evolve if the cease-fire in 
place today holds and if there is progress toward reopening the Strait of Hormuz.  
But since that outcome is not assured, I will also discuss another scenario, where 
supply disruptions continue for an extended time.  
 
Beyond the length of these disruptions, with this economic shock coming on the 
heels of the boost to prices from import tariffs, I believe there is the possibility 
that this series of price shocks may lead to a more lasting increase in inflation, as 
we saw with the series of shocks during the pandemic. 
 
So far, there is limited data for March, which is when the conflict began, but what 
we do have indicates that real gross domestic product (GDP) was growing 
modestly in the first quarter of 2026, in the absence of a temporary boost from 
the rebound in activity after the end of the government shutdown in late 2025.  
 
A continued surge of business investment in the first two months of the year 
seems to have mostly offset the apparent softness in consumer spending to keep 
the economy growing. Data center construction and related spending on high-
tech equipment are very strong, and these both have spillovers to investment in 
other capital goods.  
 
Meanwhile, surveys of purchasing managers for both manufacturing and 
nonmanufacturing businesses indicate that their companies expanded sales in 
March. And the consensus of respondents to the Blue Chip survey implies that 
real GDP grew at a 2.4 percent annual rate in the first quarter. 
 
To learn more: 
https://www.federalreserve.gov/newsevents/speech/waller20260417a.htm 
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The EBA responds to the European Commission’s consultation on EU banking 
sector competitiveness 
 

 
 

The European Banking Authority (EBA) published its response to the European 
Commission’s consultation on strengthening the competitiveness of the EU 
banking sector.  
 
In its response, the EBA underlines the importance of completing the Single 
Market for financial services, as a key driver of banking competitiveness.  
 
Drawing on its robust analytical work, the EBA provides evidence-based insights 
on banking competitiveness, the Single Market and the Banking Union, as well as 
on the complexity and effectiveness of the regulatory framework.  
 
These insights aim to support the European Commission’s report on the EU 
banking competitiveness. 
 
The EBA highlights the resilience of EU banks, strengthened by the post financial 
crisis reforms, while also pointing to the complex challenges facing the sector, 
including geopolitical risks, exposures to non-bank financial institutions, and 
digital transformation. 
 
The response also builds on the EBA’s October 2025 Report on the efficiency of 
the regulatory and supervisory framework (the Task Force on Efficiency – TFE - 
Report), which put forward 21 recommendations to simplify the banking 
rulebook. In line with these findings, the EBA emphasises that competitiveness 
can be enhanced through targeted simplification, while respecting the following 
principles: 
 

➢ maintaining resilience and credibility by staying committed to Basel III 
standards; 

➢ enabling banks to fully benefit from the Single Market; 
➢ preserving and deepening the Single Market and the Banking Union; and 
➢ ensuring an EU level playing field, with appropriate proportionality 

adjustments that avoid fragmentation of the rulebook. 
 
The EBA will continue working closely with the European Commission to support 
a competitive, resilient and stable banking sector. 
 
Background 
 
Over the past decade, the EU built up its regulatory and supervisory framework, 
increasing complexity and administrative burdens for institutions and authorities 
in some areas. In response, the EBA has launched a structured programme to 
promote simplification, proportionality and efficiency, while safeguarding 
financial stability and resilience. 
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A key milestone was the publication, in October 2025, of the Report on the 
Efficiency of the Regulatory and Supervisory Framework, which sets out targeted 
recommendations to streamline regulatory products, reduce reporting burden, 
strengthen the EBA’s contribution to the EU prudential framework and improve 
internal working arrangements. 
 

 
 
To learn more: https://www.eba.europa.eu/publications-and-media/press-
releases/eba-responds-european-commissions-consultation-eu-banking-sector-
competitiveness 
 
https://www.eba.europa.eu/sites/default/files/2026-04/fb640125-d90d-4085-
8708-
97b9929f7213/EBA%20response%20to%20EC%20consultation%20banking%20
competitiveness.pdf 
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Consultation Paper on the Prudential Treatment of Cryptoassets on 
Permissionless Blockchains 
 

 
 

1.1 The Monetary Authority of Singapore (MAS) seeks feedback on a more risk-
sensitive prudential treatment for cryptoassets issued on permissionless 
blockchains.  
 
1.2 This consultation paper follows from feedback received on our consultation 
paper on the prudential treatment of cryptoasset exposures and requirements for 
additional Tier 1 and Tier 2 capital instruments for banks issued on 27 March 
2025 (“March 2025 consultation”) that the proposed prudential treatment of 
cryptoassets on permissionless blockchains (“permissionless cryptoassets”) was 
not technology neutral and punitive, in view of advances in implementation 
practices, including technological safeguards through layer 2 solutions which 
could potentially mitigate the risks arising from the use of permissionless 
blockchains.  
 
1.3 MAS proposes to allow banks to classify and treat a permissionless 
cryptoasset as a Group 1 cryptoasset, if the permissionless cryptoasset is able to 
meet a set of principle-based requirements designed to adequately mitigate the 
risks arising from the use of permissionless blockchains.  
 
1.4 The proposed Group 1 prudential treatment for permissionless cryptoassets is 
intended to be made available to banks from the time of publication of this 
consultation paper, until otherwise subsequently modified arising from the 
feedback, or the finalisation of the cryptoasset prudential framework and its 
effective implementation date in Singapore, whichever is the sooner (“interim 
period”). During this interim period, the application of this Group 1 prudential 
treatment will be subject to prescribed exposure and issuance caps.  
 
1.5 MAS invites comments from banks and other interested parties. Please refer 
to Annex A for the list of questions. 1.6 Please note that all submissions received 
will be published and attributed to the respective respondent unless they 
expressly request MAS not to do so. As such, if respondents would like:  
 
(a) their whole submission or part of it (but not their identity), or  
 
(b) their identity along with their whole submission, to be kept confidential, 
please expressly state so in the submission to MAS. MAS will only publish non-
anonymous submissions.  
 
In addition, MAS reserves the right not to publish any submission received where 
MAS considers it not in the public interest to do so, such as where the submission 
appears to be libelous or offensive. 
 
1.7 Please submit written comments by 18 May 2026. 
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To learn more: https://www.mas.gov.sg/-/media/mas-media-
library/publications/consultations/ppd/2026/consultation-on-the-prudential-
treatment-of-cryptoassets-on-permissionless-blockchains.pdf 
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AI Reads Science: New Jülich System Understands Numbers and Correlations 
 

 
 

Numbers are the language of science—yet in research articles, they are often 
buried within the text and difficult to analyze. Researchers at Jülich have 
developed an AI system that automatically identifies these numbers, categorizes 
them, and converts them into structured data. The Quinex framework thus 
eliminates the need for time-consuming manual work. 
 
Whether in energy, climate, or materials research—scientific papers are full of 
numbers—or, more precisely, quantitative data: efficiencies, temperatures, costs, 
emissions. These are often crucial for improving models or identifying trends. At 
the same time, the number of scientific publications is growing rapidly. For many 
research questions, it is now virtually impossible to manually evaluate all relevant 
publications—the time and resources required would be enormous. 
 
The Quinex (“Quantitative Information Extraction”) framework, developed by 
researchers at Jülich, is based on language models and automates this process: 
Artificial intelligence identifies numerical values, assigns them to appropriate 
units, and recognizes what was measured, when, where, and how. Thus, a 
sentence like “Efficiency levels of 63 to 71 percent are assumed for 2025” is 
transformed into a structured dataset containing all relevant contextual 
information—from the year and measurement method to the source. 
 
Open and Efficient AI 
 
Unlike many proprietary AI solutions, Quinex is based entirely on open, relatively 
small, and thus efficient language models. These have been specifically trained to 
recognize and classify quantitative information in scientific texts. Compared to 
similar systems, Quinex delivers more precise results, captures contextual 
information in a more nuanced way, and also takes implicit characteristics into 
account. 
 
Despite its compact size, Quinex achieves a recognition accuracy (F1) of around 
98 percent for numbers and associated units, and approximately 87 and 82 
percent for the classification of quantified properties and entities. These high 
accuracy rates were achieved through specially created training datasets and 
methodological improvements. 
 
“We wanted to develop a tool that is powerful, yet also transparent and resource-
efficient,” explains Dr. Jann Weinand, head of the Integrated Scenarios 
Department at Jülich System Analysis. “Quinex makes artificial intelligence more 
accessible for data analysis in science.” 
 
Successful Practical Test 
 
To test Quinex’s practical suitability, the system was applied to thousands of 
scientific abstracts from various fields. It successfully extracted data on electricity 
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production costs for various energy technologies, on maximum oxygen uptake in 
humans, on earthquake magnitudes and locations, and on the band gaps of 
photovoltaic materials. 
 
The automatically derived values closely matched the respective reference data. 
This demonstrates that Quinex is well-suited for analyzing large volumes of 
academic literature across a wide range of research fields and deriving reliable 
trends from it. 
 
To learn more: https://www.fz-juelich.de/en/news/archive/press-
release/2026/ai-reads-science 
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The cosmos 
John C Williams, President and Chief Executive Officer of the Federal Reserve Bank of 
New York, at the Federal Home Loan Bank of New York 2026 Member Symposium, New 
York City 
 

 
 

Introduction 
 
Good morning. It’s great to be here today. I last spoke at this event two years ago, 
just a few days after a total solar eclipse. Today, I’m here less than a week after 
the conclusion of the Artemis II moon voyage. Perhaps it has something to do 
with the cosmos. 
 
Now, many of you may find this surprising, but there are some similarities 
between the Federal Open Market Committee (FOMC) and the Artemis crew. 
Both are mission focused. Both have scheduled blackout periods—although ours 
are not nearly as nerve-racking. And just as astronauts travel through competing 
gravitational forces to circle the dark side of the moon, the FOMC navigates 
through uncertainty as it balances the risks to achieving its dual mandate goals of 
maximum employment and price stability. 
 
Today I’m going to talk about those goals, the uncertainty, and the current stance 
of monetary policy. I’ll also give my economic outlook. 
 
Before I do, I must give the standard Fed disclaimer that the views I express 
today are mine alone and do not necessarily reflect those of the FOMC or others 
in the Federal Reserve System. 
 
Heightened Uncertainty and Unusual Dynamics 
 
Right now, the No. 1 topic related to the economy is the Middle East conflict, 
which has introduced substantial risks and heightened uncertainty.  
 
This is an area I’m watching closely, and I’ll discuss its implications in a bit. But 
first, I want to set the stage by talking about where the regional and national 
economies have been and where they are today. 
 
Over the past year, the economies of the New York metro area and the U.S. have 
been resilient to uncertainty from a number of sources, including trade and other 
government policies. Consumer spending has been solid, and business 
investment strong. 
 
Meanwhile, the regional housing market has stood in contrast to a sluggish 
national one. Demand across the New York-New Jersey region has remained 
robust amid exceptionally low home inventories. And home price appreciation in 
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recent years has been quite strong, with prices rising substantially faster 
compared to the nation as a whole. 
 
Rents have also risen faster in the New York-Northern New Jersey region than 
they have nationally. One factor undoubtedly supporting this housing demand is 
the return of workers to the office.  
 
This dynamic can be seen in transit ridership, which has rebounded to about 80 
percent of pre-pandemic levels for the subway and 90 percent for key commuter 
rails. Those are big increases from just a few years ago. 
 
Against this backdrop, the Middle East conflict has intensified the uncertainty 
around our local, regional, and national economies. At the same time, economic 
data are showing some unusual dynamics in the form of mixed signals coming 
from the labor market and crosscurrents in inflation. 
 
Like astronauts, economists love to collect and study data. So, I’m going to spend 
some time digging a little deeper into the economic data, starting with the 
employment side of the Fed’s dual mandate. 
 
Mixed Signals 
 
Lately, the labor market has been displaying conflicting signs. In recent months, 
much of the hard data point to a stabilization in the balance between supply and 
demand, while some of the soft data suggest a labor market that continues to 
gradually soften. 
 
Let’s take the hard data first. At 4.3 percent, the unemployment rate has changed 
little since July of last year. Similarly, other measures—including payroll growth, 
unemployment insurance claims, and the New York Fed’s Labor Market 
Tightness Index, which measures how difficult it is for businesses to find 
workers—are not pointing to a change in direction in overall labor market 
conditions. 
 
What all of this means is that it’s a reasonably good labor market if you have 
steady employment. But in a low-hire, low-fire labor market, it’s not so good if 
you are looking for a job or worried you may need one soon.  
 
The low hiring rate, along with an increase in long-term unemployment, may be 
contributing to a somewhat more pessimistic perception among households than 
other indicators of the labor market suggest. 
 
We can see this pattern in perceptions of jobs availability published by the 
Conference Board and job-finding expectations reported in the New York Fed’s 
Survey of Consumer Expectations, both of which have continued to trend 
downward.2 In particular, the New York Fed’s survey measure may foreshadow a 
further decline in job-finding rates in coming months. These and other labor 
market indicators bear continued monitoring. 
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Crosscurrents 
 
While labor market data are sending mixed signals, the price stability side of the 
Fed’s mandate is displaying some unusual crosscurrents, too. 
 
The FOMC defines prices stability as 2 percent inflation. As of February, before 
the start of the Middle East conflict, overall inflation—as measured by the 
Personal Consumption Expenditures price index—was 2.8 percent. Higher tariffs 
have contributed between one half and three quarters of a percentage point to 
that figure. 
 
Over the next few quarters, the effects of tariffs on the inflation rate should begin 
to wane, creating some downward momentum in core inflation. At the same time, 
developments in the Middle East are driving significant increases in energy 
prices, which are already lifting overall inflation.  
 
Assuming energy supply disruptions ease reasonably soon, energy prices should 
come down, and these effects should partially reverse later this year. 
 
However, the conflict could also result in a large supply shock with pronounced 
effects that simultaneously raises inflation—through a surge in intermediate costs 
and commodity prices—and dampens economic activity.  
 
This has begun to play out already. While the data have not pointed to significant 
broad-based supply-chain bottlenecks yet, we are seeing increasing disruptions 
related to the supply of energy and related goods. 
 
Not only are elevated energy prices showing up in the rising cost of fuel, but there 
are also pass-through costs in the form of higher airfares, groceries, fertilizer, and 
other consumer products. 
 
Despite these uncertainties, there are some positive trends. There are still no 
signs of significant second-round effects from tariffs spilling over to the rest of 
the economy.  
 
Underlying inflation excluding imported goods has been moving in the right 
direction. And, according to the New York Fed’s Labor Market Tightness Index 
and confirmed by the data on wage growth, there are no indications that the labor 
market is adding to inflation pressures. 
 
In addition, survey- and market-based measures of inflation expectations — 
including those from the New York Fed’s Survey of Consumer Expectations—
remain well anchored.  
 
The most recent readings show that while short-term inflation expectations have 
risen since the onset of the conflict—reflecting higher energy prices—medium and 
longer-term expectations remain at levels consistent with the FOMC’s 2 percent 
longer-run inflation goal. I pay close attention to inflation expectations, because 
well-anchored expectations have proven to be invaluable to ensuring price 
stability during unexpected shocks and extreme uncertainty. 
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Monetary Policy and the Economic Outlook 
 
This is an unusual set of circumstances, but the current stance of monetary policy 
is well positioned to balance the risks to our maximum employment and price 
stability goals. Accordingly, at its meeting in March, the FOMC decided to 
maintain the target range for the federal funds rate at 3-1/2 to 3-3/4 percent. 
 
The economic outlook remains highly uncertain, particularly due to the effects of 
the Middle East conflict. But given what we know now, I expect real GDP growth 
to be between 2 and 2-1/2 percent this year.  
 
My forecast reflects a balance between factors supporting growth—such as 
tailwinds from fiscal policy, favorable financial conditions, and investment in 
AI—and those damping spending, including higher energy prices and 
uncertainty.  
 
With growth running close to trend, I anticipate the unemployment rate will 
remain in its recent range of 4-1/4 to 4-1/2 percent. And I expect overall inflation 
to come in between 2-3/4 and 3 percent this year—reflecting the effects of energy 
price increases—and then reach our 2 percent longer-run target in 2027 as the 
effects of tariffs and energy prices fade. 
 
The Balance Sheet 
 
Before I wrap up, I’d like to say a few words about the Fed’s balance sheet. The 
FOMC operates in an ample reserves framework, where interest rate control is 
exercised primarily through administered rates, and the active management of 
reserves is not required. 
 
The system has proven to work very well and to be flexible as the environment 
changes. We are well positioned to manage shifts in demand for reserves and 
other Federal Reserve liabilities that result from changes in the banking system—
whether that’s due to regulations, financial sector innovations, or seasonal 
fluctuations, such as those driven by tax payments. This helps ensure the safety 
and soundness of the financial system. 
 
Determining when reserves are ample is an inexact science—and of course, relies 
on data. I will continue to closely monitor a variety of market indicators related to 
the fed funds market, repo market, and payments to help assess the state of 
reserve demand conditions. 
 
Conclusion 
 
The inflation crosscurrents, mixed messages from the labor market, and 
heightened uncertainty from the Middle East conflict create gravitational forces 
that define the economic environment we face today.  
 
One thing that is certain is my unwavering commitment to supporting maximum 
employment and bringing inflation to our 2 percent longer-run goal on a 
sustained basis. 
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As with the Artemis mission, it’s the safe return home that’s essential. In 
assessing the future path of monetary policy, my views, as always, will be based 
on the evolution of the totality of the data, the economic outlook, and the balance 
of risks to the achievement of our maximum employment and price stability 
goals. 
 
To learn more: 
https://www.newyorkfed.org/newsevents/speeches/2026/wil260416 
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Remarks at the 2026 Chicago Forum on Auditing in the Small Business 
Environment and on Auditing Broker-Dealers 
Mark A. Calabria, Board Member, Forum on Auditing in the Small Business 
Environment and on Auditing Broker-Dealers, Chicago, Illinois 
 

 
 

Good morning and welcome. It’s a pleasure to be with you today at the PCAOB 
Forum for Auditors of Small Businesses and Auditors of Broker-Dealers. 
 
Before I begin, while I am here today in my official capacity as a Board Member 
of the PCAOB, the views I express today are my own and do not necessarily 
reflect the views of the PCAOB, other PCAOB Board Members, or PCAOB staff. I 
also want to thank the PCAOB staff for their hard work organizing and 
participating at today’s event. We have staff represented here from all our major 
programs including inspections, enforcement, and standard setting. 
 
As I am still relatively new to the Board, I thought I’d introduce myself as well, or 
at least my approach to conducting the Board’s work. 
 
First and foremost, I strongly believe that the Board should conduct itself in a 
principled and consistent manner. Our actions should be so predictable to be 
almost boring. 
 
Of course, to act principled, you must have principles to begin with.  
 
My foremost guiding principle is humility. The Board exercises supervisory 
powers delegated to it from Congress. We possess the ability to bar individuals 
and firms from the audit industry. We should use those powers when warranted, 
but we should always approach the exercise of those authorities with caution and 
humility. 
 
We must also be humble in terms of our knowledge and understanding. There is 
certainly a lot I don’t know, and even a few things I think I know, that are 
probably wrong. We should endeavor, as an organization, to constantly seek 
input from external stakeholders. I want to encourage all interested parties to 
engage with me and other members of the Board. We should also regularly 
subject our own views to scrutiny.  
 
One thing, I am certain of, however, is that our authorities come to us from 
Congress.  Regardless of whatever my personal policy preferences may be, I will 
be guided, first and foremost, by the authorities and directives placed upon us by 
Congress. Quite simply, what does the plain language of the statute say? That’s 
my compass. 
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I bring the lens of an economist to the Board. I look forward to my continuous 
education in auditing issues, but I hope to regularly remind the Board that our 
decisions have broad economic implications. Of course, being trained as an 
economist, I will regularly observe that all our policy choices will have both 
benefits and costs.  
 
Those guiding principles will be crucial to my engagement in the important work 
of the PCAOB. I believe the PCAOB and auditors play critical roles in the financial 
ecosystem. I also agree with our new Chair Jim Logothetis that the PCAOB must 
get back to the basics – back to the fundamentals of audit quality, investor 
protection, and disciplined, responsible oversight. 
 
Today, I’m here in Chicago, to announce that one of the Board’s near-term 
projects is to make the PCAOB’s broker-dealer audit inspection program 
permanent. I’m especially looking forward to today, because I hope this will be 
the start of an open dialogue about the future of broker-dealer audit oversight. 
 
Context Matters 
 
In 2010, Congress expanded the PCAOB’s authority to include audits of broker-
dealers. The Dodd-Frank Act amended Sarbanes-Oxley to give the PCAOB the 
authority to establish a program of registration and inspection for auditors of 
broker-dealers. Under this authority, the PCAOB oversees the audits of broker-
dealers, not broker-dealers themselves. 
 
In 2011, in response to Dodd-Frank, the PCAOB adopted an interim broker-
dealer audit inspection program under Rule 4020T. 
 
Two years later, in 2013 the SEC adopted amendments to Rule 17a-5 under the 
Securities Exchange Act of 1934 to strengthen and clarify broker-dealer annual 
financial reporting requirements and also to facilitate the ability of the PCAOB to 
implement the oversight of auditors of broker-dealers. 
 
In response, the PCAOB adopted two attestation standards—AT 1 and AT 2—
governing attestation engagements related to broker-dealer compliance and 
exemption reports required by the SEC. 
 
For broker-dealers who are required to file compliance reports pursuant to SEC 
Rule 17a-5, auditors perform examinations. In performing those examinations, 
the PCAOB’s attestation standard AT 1 requires auditors to obtain reasonable 
assurance about whether the statements made by a broker-dealer in its 
compliance report are fairly stated, in all material respects. 
 
For broker-dealers who are required to file exemption reports pursuant to SEC 
Rule 17a-5, auditors perform reviews. Unlike an examination engagement, a 
review does not result in an opinion being formed as a review is substantially less 
in scope than an examination. 
 
We’ve been operating under the interim broker-dealer audit inspection program 
for over a decade. And while I believe that the interim program served an 
important purpose—it gave us insight and it gave us perspective from auditors, 
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from firms, from regulators like the SEC and FINRA, and from the markets 
themselves. 
 
Now, after 15 years, it is time to move forward. 
 
It is time to take what we learned and thoughtfully build a permanent, fit-for-
purpose broker-dealer audit inspection program – one that is firmly grounded in 
our mission: protecting investors. 
 
Investor Risk Matters 
 
Broker-dealers play a vital role in our financial system. They are essential to 
market functioning and capital formation. When it comes to investor assets—
when broker-dealer firms are holding investor cash and securities—the stakes for 
investors are high. Audit failures in that space are not just technical issues; they 
can have costly consequences for retail investors. 
 
And Congress made our mandate clear: to protect investors and the public 
interest by improving audit quality. 
 
Given that mandate, I find myself asking, “What types of broker-dealers pose the 
biggest risk to investor assets?” 
 
And “Where should we, the Board, focus our oversight of auditors to better 
protect customers of broker-dealers?” 
 
Design Matters 
 
Both the SEC and FINRA play crucial roles in the landscape of regulation in 
which broker-dealers and their auditors operate. Their regulatory and inspection 
efforts directly over broker-dealers play a critical role in protecting broker-dealer 
customers against the breadth of threats, from frauds to churning. We have to 
acknowledge their presence in this space. 
 
If we think of a “swiss cheese” model of risk, where do we, the PCAOB, need to 
concentrate our efforts to make sure that the “holes” do not align? We need to 
evaluate which risks Congress intended for us to focus on in order to clarify the 
PCAOB’s role within the broader regulatory landscape. 
 
I believe the role of auditors is important. Auditors perform audit and 
examination engagements to provide reasonable assurance related to broker-
dealers’ financial statements and, if applicable, compliance reports. 
 
Auditors also perform review engagements to provide limited assurance, when 
applicable, related to broker-dealers’ exemption reports. 
 
Then in turn, we at the PCAOB endeavor to do our job to make sure that the 
auditors under our purview are following our standards as they execute audit, 
examination, and review engagements.  
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This differing level of assurance raises questions in my mind, should the PCAOB’s 
oversight in the broker-dealer space be the same for brokers-dealers who file 
compliance reports as those that file exemption reports? 
 
In the broker-dealer space, the question is not whether oversight is important—it 
surely is. Rather, my questions are: How does the PCAOB balance addressing 
investor risk against our fundamental goal to achieve an inspection program that 
is cost-effective in practice? How do we protect investors without unnecessarily 
burdening the smaller audit and broker-dealer firms? Are there categories of 
broker-dealers, where the current level of oversight may not be necessary? 
 
One area where this balance is especially important is when thinking about 
custody. 
 
Customer-asset risk is highly concentrated among a relatively small subset of 
broker-dealers. Those firms are comparatively few in number, but they account 
for the vast majority of required net capital and a very large share of total assets. 
 
Thus, is there a meaningful risk difference between broker-dealers that hold or 
handle customer assets and those that do not? That question should be 
thoughtfully considered. 
 
As we move forward, I believe we should carefully evaluate whether PCAOB 
registration and inspection efforts are appropriately focused on auditors of 
broker-dealers that provide custody of customer assets, where the risk to 
investors is most direct and significant. 
 
At the same time, we should thoughtfully consider whether a different approach 
for inspections may be appropriate for broker-dealers that do not receive, handle, 
or hold customer funds or securities. 
 
Congress anticipated exactly this kind of tailoring.  
 
Through the Dodd-Frank amendments, the PCAOB was given the authority to 
differentiate among broker-dealer business models, when designing its oversight 
program. The law even contemplates potentially differing treatment for firms 
auditing broker-dealers that do not handle or hold customer securities or cash or 
are not members of the SIPC. 
 
As we work toward making our broker-dealer audit inspection program 
permanent, I am looking forward to further discussions on the best ways for the 
PCAOB to use that flexibility wisely. Because that flexibility is not a loophole—it’s 
a tool. And we should use it wisely. 
 
Reporting Matters 
 
As you know, under our current rules we issue one report annually that 
summarizes our broker-dealer audit inspection results. 
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The Board is focused on transparency. As a Board, we are focused on how we can 
generate more meaningful information for our stakeholders that read our 
inspection reports. 
 
As the Board thinks through how to best make the PCAOB’s broker-dealer audit 
inspection program permanent, one of my areas of interest is whether our 
current reporting on the broker-dealer audit inspection results remains fit-for-
purpose or if there are improvements to be made. I am interested in how 
consumers of our reports use them and what information is needed and useful. 
 
Stewardship Matters 
 
As an economist, I know there are no free lunches. Congress gave the PCAOB 
authority to inspect, investigate, and set standards for the auditors of SEC-
registered brokers-dealers. 
 
Since that authority was granted, the PCAOB has executed on that mandate. But 
it comes at a cost—for example, the broker-dealers’ share of the PCAOB’s 
Accounting Support Fee in 2025 was $29 million. That Accounting Support Fee 
share is paid by broker-dealers, which may then be passed on to their customers 
in whole or in part. 
 
We have a responsibility to steward those monies carefully and “invest” them to 
where they bear the most bang for the buck. I am interested in understanding 
further how the PCAOB evaluates whether those efforts are worth the cost. 
 
Said another way, does the potential investor protection afforded by our efforts 
outweigh the costs? 
 
To learn more: https://pcaobus.org/news-events/speeches/speech-
detail/remarks-at-the-2026-chicago-forum-on-auditing-in-the-small-business-
environment-and-on-auditing-broker-dealers 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://pcaobus.org/news-events/speeches/speech-detail/remarks-at-the-2026-chicago-forum-on-auditing-in-the-small-business-environment-and-on-auditing-broker-dealers
https://pcaobus.org/news-events/speeches/speech-detail/remarks-at-the-2026-chicago-forum-on-auditing-in-the-small-business-environment-and-on-auditing-broker-dealers
https://pcaobus.org/news-events/speeches/speech-detail/remarks-at-the-2026-chicago-forum-on-auditing-in-the-small-business-environment-and-on-auditing-broker-dealers
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MEDICARE - CMS’s Use of Data Analytics to Identify and Prevent Fraud 
 

 
 

GAO has designated Medicare a high-risk program due, in part, to its complexity 
and potential for fraud. Fraud schemes in traditional Medicare often focus on 
certain services, such as durable medical equipment.  
 
Fraudsters may use stolen or inappropriately obtained Medicare beneficiary 
identifiers to submit fraudulent claims for unneeded or never provided services.  
 
The Centers for Medicare & Medicaid Services (CMS), which oversees Medicare, 
uses data analytics on claims in traditional Medicare to identify anomalous 
patterns indicative of emerging fraud schemes and potentially fraudulent 
behaviors, such as billing spikes.  
 
CMS uses these analytics to develop leads for investigations and to inform 
administrative actions that can prevent potentially fraudulent payments, such as 
suspending provider payments.  
 
For example, in 2023 and 2024, CMS suspended payments to, and later revoked 
the enrollment of, 15 providers involved in a scheme that allegedly billed 
Medicare for more than $4 billion in urinary catheters that were never supplied.  
 
Selected private payers GAO spoke with reported using data analytics in ways 
similar to CMS—namely, to identify anomalous provider billing patterns to 
generate leads for investigations and to inform actions like payment suspensions.  
 
CMS estimates that from fiscal years 2022 through 2024, it prevented a total of 
$11.9 billion in potentially fraudulent Medicare payments by taking 
administrative actions on providers engaged in potential fraud. 
 
In December 2025, CMS began sharing information about Medicare provider 
payment suspensions with supplemental payers—private plans and state 
Medicaid agencies that cover certain Medicare beneficiaries’ out-of-pocket 
expenses. CMS did not share such information previously.  
 
This lack of information sharing led some supplemental payers to pay beneficiary 
cost sharing on potentially fraudulent claims. Representatives of private payers 
estimated that private plans may have paid tens of millions of dollars in 
beneficiary cost-sharing for the urinary catheter scheme.  
 
GAO’s analysis found that state Medicaid agencies paid at least $196,000 in state 
and federal funds for cost-sharing payments for the urinary catheter scheme in 
2023 and 2024. 
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To learn more: https://www.gao.gov/assets/gao-26-107799.pdf 
 

 

 
 
 
 
 
 
 
 
 
 
 

https://www.gao.gov/assets/gao-26-107799.pdf
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PCAOB Shares Perspectives From 2025 Conversations With Audit Committee 
Chairs 
 

 
 

The PCAOB released a new staff Spotlight publication, “2025 Conversations With 
Audit Committee Chairs.”   
 
Each year, the PCAOB’s Division of Registration and Inspections invites audit 
committee chairs at U.S. public companies to share their perspectives and 
observations with respect to their oversight of auditors’ work. Additionally, 
PCAOB staff shares information and resources that may be beneficial to audit 
committee chairs in their oversight role.  
 
In 2025, the PCAOB staff gathered insights from more than 250 audit committee 
chairs. This publication presents high-level observations and takeaways from this 
engagement.   
 
“Audit committees play an important role in amplifying the PCAOB’s work to 
improve audit quality,” said PCAOB Chairman Demetrios (Jim) Logothetis. “I 
look forward to increasing our direct engagement with audit committees as the 
PCAOB pursues new and innovative ways to execute our mission.” 
 
DRIVERS OF EFFECTIVE RELATIONSHIPS BETWEEN AUDIT COMMITTEES 
AND AUDIT FIRMS  
 
We asked audit committee chairs about the state of the relationships between 
audit committees and audit firms, as well as key drivers that make those 
relationships more effective.  
 
Takeaways  
 

➢ Strong, open, and transparent communication with audit firms: Audit 
committee chairs regularly emphasized the value of frequent touchpoints 
– including pre-meeting calls, executive sessions, and ad hoc discussions – 
to foster trust and avoid surprises during more formal meetings.  

 
➢ Proactive engagement and responsiveness from audit partners: Several 

chairs appreciated it when audit partners proactively reached out to them 
between meetings to flag emerging issues or provide inspection updates.  

 
➢ Continuity and industry expertise within the audit engagement team: 

Audit committee chairs often praised firms for maintaining low turnover 
on the engagement team, which allows the team to build professional 
relationships with the audit committee and management team and to 
develop a strong knowledge base of the company and their respective 
industry, resulting in efficiency and higher quality audit.  
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➢ Continual improvement: While audit committee chairs interviewed 
generally described the relationships with their firms positively, 
participants also voiced an expectation of continual improvement, 
including the use of technology when conducting audits, clearer 
communication of emerging issues, and more proactive billing updates 
when services overrun established budgets and increases in fees occur. 

 
METHODS FOR ASSESSING THE EXTERNAL AUDITOR  
 
While not required by PCAOB rules and standards, a formal, annual assessment 
of the external auditor by the audit committee can be a beneficial process. When 
asked about methods used for such assessments, 81% of audit committee chairs 
said they perform an assessment of their auditor at least annually.  
 
Takeaways  
 

➢ Discussions with management and audit committee: Regular discussions 
with management and audit committee members were the most 
commonly cited method of assessing auditor performance when it comes 
to audit quality, independence, engagement team expertise, and other 
areas. Many audit committee chairs interviewed noted these assessments 
are informal and continuous, with feedback gathered and communicated 
to firms throughout the year via meetings or calls.  

 
➢ Surveys: Participants revealed that surveys are frequently used to gather 

structured feedback from management, audit committee members, and 
other stakeholders who interact with the engagement team.  

 
➢ Self-assessments by the audit firm: A firm’s self-assessment, evaluating 

the firm’s competency, and audit quality, were mentioned as being useful 
inputs for audit committees.  

 
➢ Review of external data: Several audit committee chairs said that audit 

committees often incorporate external indicators, such as PCAOB 
inspection reports and peer review results, to benchmark auditor 
performance. 

 
TOP TECHNOLOGY RISKS DISCUSSED WITH AUDITORS  
 
Technological advances are affecting the financial reporting processes of public 
companies. Auditors are also expanding their use of technology-based tools, 
including data analytics, to plan and perform audits. We asked audit committee 
chairs about the technology risks or matters audit committees discussed with 
their auditor.  
 
Takeaways  
 

➢ Cybersecurity: Consistent with past years, participants continued to cite 
the many cybersecurity challenges faced by companies, such as data 
breaches, ransomware attacks, and phishing incidents. For many audit 
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committees, cybersecurity concerns are the subject of quarterly updates or 
are the focus of dedicated cybersecurity committees.  

 
➢ AI: While audit committee chairs acknowledged the potential of AI to 

improve efficiency and audit quality, they are increasingly seeking insights 
from their auditors on the potential impacts of AI on the company’s 
financial reporting and controls in place to gauge risk. Several audit 
committee chairs also raised questions about how AI implementation by 
audit firms would impact fees. 

 
➢ Audit firms’ use of technology tools to enhance audit quality and 

efficiency: Participants noted that discussions with audit firms included 
the auditor’s use of data analytics, proprietary audit platforms, and AI 
tools, specifically how firms are using the technologies to support audit 
work (e.g., testing and reviewing journal entries, research, etc.) and how 
they ensure the appropriate design and consistent operation of the 
associated controls 

 
To learn more: https://assets.pcaobus.org/pcaob-dev/docs/default-
source/documents/2025-conversations-with-audit-committee-chairs-
spotlight.pdf 
 

 
 

 
 
 

 

 
 
 
 
 
 
 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-committee-chairs-spotlight.pdf
https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-committee-chairs-spotlight.pdf
https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-committee-chairs-spotlight.pdf


P a g e  | 40 

International Association of Potential, New and Sitting Members of the Board of Directors (IAMBD) 

A central bank. And bitcoin. 
Aleš Michl, Governor of the Czech National Bank, at The Bitcoin Conference 
2026, Las Vegas, USA 
 

 
 

Good morning. Today, I want to talk about a strange combination: A central 
bank. And Bitcoin. 
 
Most people do not put these two things together. I do. 
 
In monetary policy, a central bank must be conservative. But it must think ahead. 
 
When I became Governor of the Czech National Bank in mid-2022, inflation in 
my country was close to 20 percent. Twenty percent. 
 
It was a serious moment. When I took office, I said we would bring inflation back 
to 2 percent within two years. 
 
And we did. Not with magic. With discipline. 
 
I said this clearly: Even before COVID, money was too cheap for too long. For too 
long, the system promoted borrowing. For too long, our currency the Czech 
koruna was weakened. 
 
We changed that. We kept policy tighter for longer. We supported saving. And 
the Czech koruna became strong. That, for me, is conservative monetary policy. 
Our rule is simple: stay hawkish forever. 
 
We also manage very large foreign exchange reserves. Very large. We manage 
about 180 billion dollars in reserves. That is about 44 percent of Czech GDP. 
Relative to the size of our economy, our reserves are among the largest in the 
world. 
 
So we have to build the right portfolio for the future. 
 
Bonds are at the low end. Low risk. Low return. Stocks and gold can offer higher 
returns. But they also bring higher risk. 
 
The next point is the Czech National Bank’s portfolio. Over the past four years, 
we increased the share of equities from 15 to 26 percent. We also increased the 
share of gold from almost zero to 6 percent. 
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We built a diversified portfolio. A higher expected return than before. Lower risk 
than an all-stock portfolio. And even lower risk than an all-bond portfolio. 
 
But then came the next question. Can we do more? Can we build an even stronger 
portfolio for the future? This is where Bitcoin comes in. 
 
The first time I used Bitcoin, I bought a coffee in Prague about ten years ago. 
Today, that coffee comes to about 350 dollars. It was the most expensive coffee of 
my life. 
 
Bitcoin has had very high returns. But honestly, it looks risky. It is much more 
volatile than other assets. One day, its price may be much higher. Or it could go 
to zero. Yes, zero. 
 
And that is true for other assets too. A stock can go to zero. Even a bond can fail. 
That is why it is not wise to bet on just one asset. 
 
We have to think about the whole portfolio. 
 
The next point on the chart is what we found in our new analysis. 
 
This is our model portfolio with 1 percent in Bitcoin. And here comes the 
interesting part. 
 
With 1 percent in Bitcoin, the expected return goes up. And the overall risk stays 
about the same. That is what our new study shows. 
 
Why? 
 
Because Bitcoin has low long-term correlation with many traditional assets. It 
does not move in the same way. 
 
And that matters. 
 
When you add an asset like this, the whole portfolio can work better. The return 
can go up. And the risk can stay about the same. 
 
That is diversification. 
 
Over the long term, Bitcoin can provide returns that are not closely linked to 
other assets. In some ways, it is similar to venture capital. But it is much more 
liquid. 
 
So we started a separate test portfolio with Bitcoin. 
 
A test portfolio. Not a revolution. Not a political statement. A test. 
 
We will run it for two years. Then we will publish the results. Then we will decide 
what comes next. 
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Be conservative in monetary policy. Be innovative in how we work. This is the 
future. 
 
Thank you. 
 
To learn more: https://www.cnb.cz/en/public/media-service/speeches-
conferences-seminars/presentations-and-speeches/A-Central-Bank.-And-
Bitcoin./ 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.cnb.cz/en/public/media-service/speeches-conferences-seminars/presentations-and-speeches/A-Central-Bank.-And-Bitcoin./
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Financial Stability Report 
 

 
 

This report presents the Federal Reserve Board’s current assessment of the 
stability of the U.S. financial system.  
 
By publishing this report, the Board intends to promote public understanding by 
increasing transparency around, and creating accountability for, the Federal 
Reserve’s views on this topic. Financial stability supports the objectives assigned 
to the Federal Reserve, including full employment and stable prices, a safe and 
sound banking system, and an efficient payments system.  
 
A financial system is considered stable when banks, other lenders, and financial 
markets are able to provide households, communities, and businesses with the 
financing they need to invest, grow, and participate in a well-functioning 
economy—and can do so even when hit by adverse events, or “shocks.”  
 
Consistent with this view of financial stability, the Federal Reserve Board’s 
monitoring framework distinguishes between shocks to, and vulnerabilities of, 
the financial system. Shocks are inherently difficult to predict, while 
vulnerabilities, which are the aspects of the financial system that would 
exacerbate stress, can be monitored as they build up or recede over time.  
 
As a result, the framework focuses primarily on assessing vulnerabilities, with an 
emphasis on four broad categories and how those categories might interact to 
amplify stress in the financial system. 
 
1. Valuation pressures arise when asset prices are high relative to economic 
fundamentals or historical norms. These developments are often driven by an 
increased willingness of investors to take on risk. As such, elevated valuation 
pressures may increase the possibility of outsized drops in asset prices (see 
Section 1, Asset Valuations). 
 
2. Excessive borrowing by businesses and households exposes the borrowers to 
distress if their incomes decline or the assets they own fall in value. In these 
cases, businesses and households with high debt burdens may need to cut back 
spending, affecting economic activity and causing losses for investors (see Section 
2, Borrowing by Businesses and Households).  
 
3. Excessive leverage within the financial sector increases the risk that financial 
institutions will not have the ability to absorb losses without disruptions to their 
normal business operations when hit by adverse shocks. In those situations, 
institutions will be forced to cut back lending, sell their assets, or even shut down. 
Such responses can impair credit access for households and businesses, further 
weakening economic activity (see Section 3, Leverage in the Financial Sector).  
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4. Funding risks expose the financial system to the possibility that investors will 
rapidly withdraw their funds from a particular institution or sector, creating 
strains across markets or institutions. Many financial institutions raise funds 
from the public with a commitment to return their investors’ money on short 
notice, but those institutions then invest much of those funds in assets that are 
hard to sell quickly or have a long maturity.  
 
This liquidity and maturity transformation can create an incentive for investors 
to withdraw funds quickly in adverse situations. Facing such withdrawals, 
financial institutions may need to sell assets quickly at “fire sale” prices, thereby 
incurring losses and potentially becoming insolvent, as well as causing additional 
price declines that can create stress across markets and at other institutions (see 
Section 4, Funding Risks). 
 

 

 
 
To learn more: https://www.federalreserve.gov/publications/files/financial-
stability-report-20260508.pdf 
 

https://www.federalreserve.gov/publications/files/financial-stability-report-20260508.pdf
https://www.federalreserve.gov/publications/files/financial-stability-report-20260508.pdf
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Disclaimer 
 
The International Association of Potential, New and Sitting Members of the 
Board of Directors (IAMBD) (hereinafter “Association”) enhances public access 
to information. Our goal is to keep this information timely and accurate. If errors 
are brought to our attention, we will try to correct them. 
 
The Association expressly disclaims all warranties, either expressed or implied, 
including any implied warranty of fitness for a particular purpose, and neither 
assumes nor authorizes any other person to assume for it any liability in 
connection with the information or training programs provided. 
 
The Association and its employees will not be liable for any loss or damages of 
any nature, either direct or indirect, arising from use of the information provided, 
as these are general information, not specific guidance for an organization or a 
firm in a specific country.  
 
This information: 
 
- is of a general nature only and is not intended to address the specific 
circumstances of any particular individual or entity; 
 
- should not be relied on in the particular context of enforcement or similar 
regulatory action; 
 
- is not necessarily comprehensive, complete, or up to date; 
 
- is sometimes linked to external sites over which the Association has no 
control and for which the Association assumes no responsibility; 
 
- is not professional or legal advice; 
 
- is in no way constitutive of interpretative; 
 
- does not prejudge the position that the relevant authorities might decide 
to take on the same matters if developments, including court rulings, were to lead 
it to revise some of the views expressed here; 
 
- does not prejudge the interpretation that the courts might place on the 
matters at issue. 
 
We are not responsible for opinions and information posted by others. The 
inclusion of links to other web sites does not necessarily imply a recommendation 
or endorsement of the views expressed within them. Links to other web sites are 
presented as a convenience to users. The Association does not accept any 
responsibility for the content, accuracy, reliability, or currency found on external 
web sites. 
 
Please note that it cannot be guaranteed that these information and documents 
exactly reproduce officially adopted texts. It is our goal to minimize disruption 
caused by technical errors. However, some data or information may have been 
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created or structured in files or formats that are not error-free and we cannot 
guarantee that our service will not be interrupted or otherwise affected by such 
problems. The Association accepts no responsibility with regard to such problems 
incurred as a result of using this site or any linked external sites. 
 
Readers that are interested in a specific topic covered in the newsletter, must 
download the official papers, must find more information, and must ask for 
legal and technical advice, before making any business decisions. 
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International Association of Potential, New and Sitting Members  
of the Board of Directors (IAMBD) 

 
The International Association of Potential, New and Sitting Members  
of the Board of Directors (IAMBD) is a business unit of Compliance LLC, 
incorporated in Wilmington, NC, and offices in Washington, DC, a provider of 
risk and compliance training in 58 countries. 
 

 
 
Certificate in Board-Level Oversight of Hybrid Risk Management. 
 
Boards of directors today operate in an environment whose risk characteristics, 
speed of change, and accountability expectations differ fundamentally from 
those assumed by traditional governance and oversight frameworks, which 
were designed for more stable and slower moving operating contexts. 
 
Artificial intelligence, regulatory expectations, geopolitical fragmentation, digital 
dependency, disinformation, data leaks, supply chain interdependencies, third-
party concentration risk, cloud and platform reliance, dual use technologies, 
cyber physical convergence, and human factor exploitation increasingly interact, 
transforming localized events into Board level accountability challenges. 
 
Risks that were once discrete, predictable, and manageable within organizational 
silos have become interconnected, fast moving, and capable of escalating 
rapidly. In parallel, emerging and frontier risks are developing outside 
established regulatory and governance frameworks. 
 
The Certificate in Board-Level Oversight of Hybrid Risk Management is designed 
to equip Board members with a structured, governance focused understanding of 
how these risks evolve, how they converge, and how Boards are expected to 
exercise effective oversight under conditions of uncertainty and complexity. 



P a g e  | 49 

International Association of Potential, New and Sitting Members of the Board of Directors (IAMBD) 

Objectives 
 
This program is designed to support Board members in fulfilling their fiduciary 
duties, by strengthening their ability to challenge management’s approach to 
hybrid risk management in an informed, structured, and defensible manner. 
 
A core objective of the program is to support sound Board judgment where 
quantitative models, historical loss data, and established precedents provide 
limited guidance. The program explores conditions of uncertainty, and the 
governance implications of decision making under conditions of ambiguity. 
 
Target Audience 
 
The program has been designed for members of Boards of directors, including 
non executive and independent directors. 
 
You may visit: 
https://www.iambd.org/Distance_Learning_and_Certification.htm 
 
________________________________________________ 
 
Our reading room: https://www.iambd.org/Reading_Room.htm 
 
Contact Us 
 
Lyn Spooner 
Email: lyn@iambd.org 
 
George Lekatis 
President of the IAMBD 
1200 G Street NW Suite 800, 
Washington DC 20005, USA 
Email: lekatis@iambd.org 
Web: www.iambd.org 
HQ: 1220 N. Market Street Suite 804, 
Wilmington DE 19801, USA 
 

https://www.iambd.org/Distance_Learning_and_Certification.htm
https://www.iambd.org/Reading_Room.htm
mailto:lyn@iambd.org
mailto:lekatis@iambd.org
http://www.iambd.org/

