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First of all I would like to extend a very special welcome to each and every one of you in 

the Inter-American Regional Committee and, through you, to all the delegates attending 

this 42nd Annual Conference of the International Organisation of securities Commissions. 

From my own personal experience of the organisational capabilities of your hosts, the 

Financial Services Commission of Jamaica, I am sure that you shall be well taken care of. 

Not that I  believe you need any encouragement, but please make sure  that while you 

shall no doubt be working very hard, enjoy the facilities that  Montego Bay town and 

Iberostar Grand and Hyatt Rose Hall have to offer. 

 

May I also commend he organisers for the theme of the Conference Programme “The 

Role of Markets and Market Regulators in the Post-Crisis World” I commend you, not 

least of all, because none of us would wish the “post-crisis” world to become a “pre-
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crisis” world.  As you know some authorities, perhaps with too much scepticism, 

remained and expressed a lack of confidence that the necessary steps are being taken to 

avoid a recurrence of the 2008 Global Financial Crisis, from which, so much of the 

world’s people are still suffering the after effects.  I point in particular, to the youth, 

where today, eight years after the crisis, across the world, 71 million young people 

remain unemployed; 165 million young workers are below the poverty line. That’s 13% 

unemployment among the youth. Unfortunately we in Jamaica are still over 30% 

unemployed amongst our young people and 20% of all our people are below the 

poverty line. So none of us want a recurrence of that man-made disaster and all of us 

hope that from this Conference shall derive conclusions and recommendations to assist 

in preventing a recurrence. In this regard, speaking personally, I am particularly 

interested in Panel #3 - “How can capital markets regulators effectively address the 

issue of misconduct in markets?” 

 

In this area of catching up with misconduct, I am heartened that IOSCO last year 

developed the “Enhanced Multi-Lateral Memorandum of Understanding: Concerning   

consultation and cooperation and exchange of information”. That MOU quite correctly 

acknowledged that “as technology and society evolved, enforcement and cooperation 

among securities regulators must also evolve.” Because  “increase in globalisation…as 

well as advancement in technology…have changed…how violations of securities and 
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derivatives law occur.” May I add that it is not only changes in “how violations of 

securities and derivative laws occur” that has happened since the crisis of 2008. 

 

What has also changed significantly, are levels of trust and confidence of the world’s 

peoples in authorities, in general; both public and private and, concomitantly, the 

response of the international community to the deepening “crisis of confidence”. This 

relates to the topic on which you have asked me to share thoughts with you 

“Transparency  Issues in the Financial Sector”.  

 

First, I recall for you the response of the international community. In September 2015, 

the world’s nations gathered at the United Nations Organisation in New York to discuss 

the prerequisites for ‘sustainable development’ of humanity. Amongst the goal agreed 

on, was Goal 16, “Peace, justice and strong institutions”. And amongst the targets of 

Goal 16, the UN stated, the need to “Develop effective, accountable and  transparent 

institutions at all levels”. This obviously suggest that institutions: public, governments, 

private sector, financial services and regulators are, as they presently function, 

insufficiently effective, accountable and transparent to advance sustainable 

development. Whether this is so or not, the global public perceives that authorities of 

various types cannot be frustrated to function in the public intended.  
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In this regard, I ask you to note, the findings of surveys done in 107 countries in 2013 by 

Transparency International, and published in the Global Corruption Barometer 2013. 

In each of these countries, including 14 from the Americas, the question was asked “To 

what extent is your country’s government run by a few big interests looking out for 

themselves?” The average across all countries was 55% of the public expressing the 

view that government was run “to a large extent or entirely” by a few big interests. In 

our region, the average was similar to the global response, 54%, ranging from a high of 

69% and 64% in Paraguay, United States, Argentina respectively. To a low of 34% in 

Uruguay where a minority felt that the government was run largely or entirely by a few 

big interests. As you probably guessed, in the survey, the people of 51 countries felt that 

the political party was the most corrupt institution and those countries include the most 

varied from Argentina in the South to Canada in the North, and Mexico and Jamaica in 

between. Putting it bluntly, the majority believe that the wealthy and the powerful use 

their money to buy undue influence with the authorities. This belief no doubt relates to 

the reality that income gaps are currently among the widest in recent decades and that 

countries like the United States, Jamaica, Suriname, Haiti, Guatemala, Honduras, Brazil, 

Bolivia remain among the very unequal (with GINI coefficients of over 50). In this 

context, let us remember the astounding finding, published in January 2017 by Oxfam, 

that eight men own the same wealth as half the world, that is 3.6 Billion people, who 

make up the poorest half of humanity. Put simply, the majority around the world, and in 
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our hemisphere believe that democracy and democratic institutions are not, or rather 

may be “of the people and by the people “but not” for the people”. 

 

The UN, again in Goal 16, concludes that one antidote to institutions of governance 

including regulators being captured by powerful minorities must be “effective, 

accountable and transparent institutions.” 

 

This brings us to the Financial Sector, and to you, as regulators, of securities markets. I 

am happy to learn recently the standards set out in your Objectives and Principles of 

Securities Regulation. Amongst your core objectives, are the protection of investors and 

the reduction of systemic risk.  In relation to the protection of investors you state that 

“they should be protected from misleading, manipulative or fraudulent practices…” 

and you say “that full disclosure of information material to investors’ decisions, is the 

most important means for ensuring investor protection.” You go on to explain that 

regulation should ensure the highest level of transparency… “defined as the degree to 

which information about trading is made  publicly available on a real time basis”. Then 

you go to correctly indicate “the need for regulators to have comprehensive 

enforcement powers…[since] investors in the securities markets are particularly 

vulnerable to misconduct by intermediaries”; one reason  “the complex character of 

securities transactions and the sophistication of fraudulent schemes”. Amongst the 
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powers the regulators should have is you argue and I agree  “the power to initiate or to 

refer matters for criminal prosecution”. 

 

Within this framework, the question arises: how successful and effective has been the 

injunction to transparency; how successful and effective the requirement of 

enforcement in the protection of investors? I raise these questions in one of many 

possible contexts: the context of the Ponzi schemes that have ravaged so many and 

stolen so much in the last fifteen years alone: 

 In 2001, the Haitian population fell prey to Ponzi-schemers, in outfits called 

‘Cooperatives’ offering rates up to 15%.  It is estimated that over 240 million 

dollars was  swindled from investors, equal to  60% of the country’s government 

budget 

 In Costa-Rica, ‘The Brothers’, was a large investment operation from the late 

eighties until 2002 which scammed over 6000 individuals,  taking in at least $400 

million 

 In the US in June 2009, the father of all Ponzi schemes of all time, Bernard 

Madoff, was  sentenced to  150 years in prison for what is the largest investor 

fraud in  history, estimated to be %65 billion dollars 

 In June 2009, Allen Stanford, having defrauded thousands of investor in  a Ponzi  

scheme  that drew in over$8 billion in deposits, many investors from Latin-
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America and the Caribbean, was arrested and ultimately sent to prison in June 

2012 for 110 years. 

 Here  in Jamaica, in March 2006, our Financial Services Commission, issued a 

‘seize and desist order’ to Olint,  subsequently determined to be a Ponzi scheme, 

whose  Principal, David Smith, was known to be  well connected to political 

personalities and powerful social groups in  society. It was not until 2011  

however, after defrauding over 6000 investor of approximately $220 million, that 

Smith was tried, pleaded guilty to 23 charges of fraud and money laundering, was 

sentenced to 6 ½ years in Turks and Caicos and 30 years  in  the Us District Court 

of the Middle District in Florida. 

 

In relation to these experiences, I would like to raise some specific issues: 

 Was and is the information made available to the public in respect of  these 

arrangements full and timely? 

 Assuming “there was a full disclosure of information material to investors 

decisions”, were and are potential investors sufficiently financially literate and 

educated to understand the risks implied in the information disclosed?  I 

venture to say that the levels of financial literacy and financial education 

amongst potential investors, falls below the threshold required to properly 

comprehend even full and simplified information from regulators concerning 
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complex and sophisticated fraudulent schemes. In fact, it was Alan Murray, 

now an executive of PEW Research Centre and formerly Deputy Managing 

Director of the Wall Street  Journal, who made the insightful remark 

concerning the 2008 disaster “what you saw in the crisis was….that people 

may have had access to information, but if we can’t access it in a way that 

anybody understands, then it doesn’t make a difference”. 

 How timely and effective has been the punishment meted out to those who 

wield what has been called “financial weapons of mass destruction” in the 

securities field? It is good that Madoff, Stanford, Smith, Osvaldo Villalobos 

(Costa Rica) and others are serving time in prison, but is it unavoidable that so 

many thousands have had to suffer before justice takes its course? In the 

Jamaican case in relation to Olint, in my opinion, through no fault of the FSC 

so many need not have been defrauded before Smith was tried, convicted and 

sentenced to prison. One reason accounting for delay, was a combination of 

push back on the FSC from powerful interests to which Smith was connected 

and inadequacies in the legislative framework, subsequently rectified. Recall 

that Court documents from the Supreme Court of Turks & Caicos Islands 

reveals that Smith made substantial contribution to both Jamaica’s 

Parliamentary parties. Is this the case in other jurisdictions? 
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 Should not ethics education and ethical reinforcement assume a more 

important role and larger space in the arrangements for securities 

regulations, the protection of investors and the reduction of systemic risks. I 

remind you of the paradox that some of the most highly regulated markets 

and, on paper, the most robust protection of investors experienced the worst 

offenders in terms of breaches of the regulatory framework. None other than 

the US Government’s Commission of Inquiry into the Financial Crisis, in their 

report, concluded that a main cause of the crisis was “systemic breakdown in 

accountability and ethics”.  Let it be noted, that this breakdown in ethics 

occurred at the very apex of the banking and securities sector among persons 

of  high repute, ivy league education, and supposedly prominent citizens. How 

can we strengthen ethics amongst the sector, in  an age where, from all 

accounts, including from global values surveys,  social and  moral concerns 

have given way to individualistic and materialist imperatives,  in disregard of 

the public  interest. 

 At the  level of the consuming public, how do you  them from themselves 

when positive values have so often given way to imperatives  of instant 

gratification, even when regulators point out that  there is no way that any 

investment can sustain a return of  ten percent per month  indefinitely? Put 

bluntly, how can you protect an investor who says, “even though it’s against 
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the law and it can’t work for  too long, if I get in and  get out  of the Ponzi 

scheme quickly I can make some  big  bucks”.? Is there not therefore a need 

for values education and ethical content to be raised higher in importance in 

any programme of financial literacy and education? 

 

May I conclude with some good news and bad news.  

 

The good news first: relevant surveys indicate that amongst the sectors and 

branches of industry that attract global confidence in financial services in the five 

year period 2012-2016  has risen more than in any other sector,  more than in the 

energy,  telecommunications, consumer packaged goods, food and beverage 

sectors. This suggests that you the regulators in IOSCO must be doing something 

positive in the building trust and commendations are due.  

 

The bad news is that of all the sectors, reviewed in the Edelman Trust Barometer, 

Financial Services remains the least trusted. The gap between the importance 

assigned to transparent and open business practices and performance in this area 

is amongst the widest and in need of urgent attention. May I suggest that closing 

that gap must rank as one of the most important, continuing challenges of 

regulators in the Americas and throughout IOSCO. 


