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[bookmark: _y8o8vwff9tpc][bookmark: _Toc213424458]1. Introduction / Background  
[bookmark: _iith0cwqmflg][bookmark: _icv54uj5ff7w]The United Kingdom banking industry assumes a major part in supporting global and national financial stability that provides sustainability to GDP, international trade as well as employment. As a main component of the economy, the stability and efficiency of this sector depend hugely on the effective financial risk management frameworks which protects organizations from the credit, liquidity, market, and operational risks. In addition, improved risk management not only ensures the individual risk solvency thus this also underpins the systemic resilience of the financial system. Considering the 2008 global framework crisis, the United Kingdom banking industry underwent a massive regulatory transformation that aimed at protecting all future systemic collapses (Challoumis and Eriotis, 2024). With the emergence of the Basic III standards and the Prudential Regulation Authority (PRA) and Financial Conduct Authority (FCA) requirements, there is the increased capital adequacy requirements and enhanced supervisory regulation. It has certain follow-up developments such as post-Brexit regulatory divergence and integration of environmental, social and governance (ESG) requirements have also added to the scope of the compliance. 
The overall robustness of the said frameworks was also put to test by the COVID 19 pandemic and revealed all the vulnerability in the liquidity management, credit exposures, and digital risk governance (Oko-Odion and Angela, 2025). Conversely, the evolving regulatory environments as well keep posing the strategic as well as operational pressure on the banks of the UK in the recent past and must be continuously adjusted in terms of the ultimate internal control, reporting frameworks, and governance procedures. Nevertheless, it is relevant to find out about this evolution to judge how regulatory reforms affect risk-taking behaviour and financial stability. Practically, this information will enlighten the leaders and policymakers in the industry that are concerned about creating an equilibrium between regulation and competitiveness and innovation. This research is therefore important and timely that dwells on how regulatory evolutions influence the sustainability and stability of the United Kingdom banking system.
[bookmark: _Toc213424459]2. Research Problem & Questions 
[bookmark: _Toc213424460]2.1. Research Problem
Rather than the present adoption of comprehensive regulatory procedures, the banks of the United Kingdom still have to contend with a plethora of issues in keeping their profitability even as they get connected to stricter compliance policies. The accumulative effects of the post crisis reform, in particular Basel III and as a follow up domestic supervisory connectivity have acquired capital adequacy, leverage and liquidity measures which reword the operational maneuverability of the bank plus the entire risks (D'Amico, 2021). Although they are constructed to enhance the stability of the system and secure interest of the depositors has also limited the ability of the banks with respect to extending credits and innovation. Along with that, the post-Brexit financial landscape has introduced regulatory divergences between the UK and EU regimes which creates some strategic uncertainty for the operating towards the borders. The rise of the Environmental, Social, and Governance (ESG) compliance also added additional complications as banks should adopt sustainability considerations into the reporting practices and risk assessment (Abramova, 2024). While the available literature extendedly analyses the effect of the regulation on the banking efficiency and performance, there remains a major gap in the qualitative and empirical understanding of the way evolving regulatory structures directly influences the mechanisms of financial risk management, governance adaptation, and systemic resilience within the context of the United Kingdom. This study mainly aims to determine that major gap by critically determining the dynamic interplay between the regulatory evolution, institutional governance, and financial stability in the post-crisis era. 
[bookmark: _Toc213424461]2.2. Research Questions
1. What has been the impact of changing regulatory requirements on the practice of financial risk management in banks in the UK?
2. How do regulatory changes impact the financial health and performance of the UK banks? 
3. What are the possible impacts of compliance pressures on the strategic decision making of the risk management teams?
[bookmark: _Toc213424462]3. Aim and Objectives of the Study 
Research AIM
To identify the impact of evolving regulatory requirements on UK banks' financial risk management and stability

Research Objectives
· To critically examine the development of regulatory structures of the UK banks since 2008. 
· To test the correlation between the regulatory changes and the financial risk management practices.
· To test the effect of different compliance standards on the financial stability of UK banks.
· To offer strategic suggestions on increased risk resilience within regulatory limits.
[bookmark: _ac1nyhxh47ey][bookmark: _ie9457eaxy3i][bookmark: _Toc213424463]4. Preliminary Literature Review 
United Kingdom banking industry is now experiencing unrelenting development to deal with the consequences of crises and technological change coupled with globalization (Kornelakis et al. 2022). It is significant to the practitioners along with the scholars to understand how these regulatory changes affect systemic stability. The development of different regulatory frameworks, financial stability, modern risk management practices, and empirical evidence are identified in this literature review, and the gaps of previous research are revealed in the framework of the United Kingdom. 
[bookmark: _Toc213424464]4.1 Financial regulation Development
In the world, multiple vulnerabilities of risk governance, capital adequacy, and market discipline to the banking systems have now been revealed by the Global Financial Crisis (GFC) of 2008 (Taskinsoy, 2022). The collapse of large organizations including Lehman Brothers prompted an international response to improve the oversight. In the United Kingdom, this led to significant organizational reforms through the Financial Service Act 2012 that replaced the   Financial Services Authority (FSA) with Financial Services Authority (FSA) with two new regulatory bodies the Prudential Regulation Authority (PRA) and the Financial Conduct Authority (FCA). In this context, the PRA operates within the Bank of England and is tasked with ensuring proper safety as well as soundness of the financial organizations, while the FCA assumed responsibility for the customer protection and market conduct (Ring, 2021). At the international level, the so-called Basel III imposed tighter capital, leverage and liquidity regulations in the form of LCR and NSFR. These were designed to cut leverage and make banks better able to withstand shocks. In the UK, introducing Capital Requirements Directive IV and V (CRD IV/V) has brought domestic regulation into line with international standards and is consistent with the European Union’s prudential regime. 
[bookmark: _Toc213424465]4.2 Theoretical Perspectives on Financial Stability and Systemic Risk
The most important is the multidimensional concept of financial stability which is the ability of the financial organizations and markets to operate appropriately in the stress. Nevertheless, the traditional micro prudential regulation will always concentrate on the soundness of individual firms, in contrast to the macroprudential regulation which is concerned with the resilience of the entire system. In this respect, Senner, (2025), holds the view that the post crisis reforms was a shift towards the macroprudential probing which acknowledges the interconnectedness of the contemporary counselling procedure in which a failure of any organization can cause widespread contagion. This discussion has been criticized by many theoretical models, the Minsky Hypothesis suggested that stability that is sustained would result in advantages of gain in mewing risk and instability eventually, countermeasures then have to be taken by the regulating authorities. Equally, TBTF shows how expectations of the state support of large banks may bias incentives and also increase the system risk. Thus, all these externalities are supposed to be internalized by the regulatory processes, including the higher capital surcharge of systematically End Significant Banks (SIBs). Such resilience inclined structures though, may limit lending and profitability due to the compliance costs involved. Bitar (2021), demonstrated that tight macroprudential conditions can reduce systemic risk, however, at the cost of financial intermediation also has a trade-off between stability and efficiency. The dilemma between sound regulation and economic vibrancy, therefore, remains at the centre of measuring regulatory achievement.
[bookmark: _Toc213424466]4.3 Risk Management Practices and Models
Financial risk management always encompasses determining, measuring as well as resolving risks which mostly threaten performance and solvency. Some important techniques such as Value at Risk (VaR), stress testing, scenario analysis, and credit exposure modelling. Nieto, M. and Papathanassiou (2025), emphasizes that post crisis reforms have embedded these tools under the regulatory frameworks that require banks to take advanced or latest internal models approved through supervisory authorities. On the other hand, overdependency on the qualitative models without any qualitative judgement contributes to risk mispricing before 2008. In addition, the latest risk management frameworks adopt culture and governance that emphasizes a large level of accountability. The PRA’s Supervisory Statement SS1/21 (2021) on risk management stresses the role of the senior management to ensure that the risk frameworks link with the regulatory expectations and strategic objectives. New risks including cyber risk, climate risk and fintech exploration have also broadened the boundary of financial risk management. According to an analysis by the Bank of England (2024), climate-related risks are a material risk that could destabilize the system, which has led to development of stress-testing frameworks for environmental, social and governance (ESG) factors (Dordevic et al. 2021). These shifting priorities suggest that climate-informed regulation must be concerned with more than just conventional financial measures and instead focus on technological and sustainability issues.
[bookmark: _dqr7wo98dlki][bookmark: _Toc213424467]4.4 Post-Pandemic and ESG-Driven Regulatory Dynamics
The COVID 19 pandemic created major stress conditions which tested the overall effectiveness of the previous frameworks (Minahan et al. 2021). Some regulatory authorities relaxed capital buffers and introduced liquidity support for ensuring credit flow. These interventions described the adaptability of regulatory regimes thus also gained questions regarding long-term moral hazard and fiscal exposure. In current times, ESG considerations have become important to financial regulations. In this context, the FCA introduced disclosure requirements (SDR) and investment labeling to promote accountability and transparency. On the other hand, UK banks currently deal with dual compliance responsibilities that maintain prudential soundness and describe social responsibility. 
[bookmark: _xc1tnvcp8iq6][bookmark: _Toc213424468]4.5 Research Gaps and Conceptual Framework
1. Contextual gap: Limited focus on the cumulative impact of evolving UK-specific regulations post-Brexit and in the post-pandemic environment.
2. Methodological gap: A predominance of quantitative analyses with minimal qualitative synthesis of regulatory documents, limiting understanding of interpretive dimensions such as governance culture.
3. Topical gap: Insufficient exploration of ESG and digital compliance implications for traditional risk management frameworks.
[bookmark: _yoedlekmgnlg][bookmark: _Toc213424469]5. Proposed Methodology 
[bookmark: _8s51a2pcllo3][bookmark: _Toc213424470]5.1. Research Approach
A research approach is the entire plan and process to conduct a study that encompasses the large assumptions and the detailed methods for data analysis and collection along with the result interpretations (Dehalwar and Sharma, 2023). This study will take the secondary qualitative research design that focuses on available academic and industry data. This approach is interpretive that aims to derive information from the thematic patterns within the financial reports. 
[bookmark: _xm3jy9xl0jh7][bookmark: _Toc213424471]5.2. Data Sources
· Official Publications: Bank of England Financial Stability Reports, FCA and PRA policy statements, and Basel Committee reports.
· Corporate Documents: Annual and sustainability reports from leading UK banks including HSBC, Barclays, Lloyds.
· Academic and Professional Literature: Peer-reviewed journal articles, books and verified websites.  
[bookmark: _3j46585p59tp][bookmark: _Toc213424472]5.3. Sampling Strategy
In this study, a purposive technique will be implemented for selecting data published between 2020 to 2025 that ensures contemporary relevance while capturing the COVID 19 and post Brexit developments. All the required materials will be selected based on the reliability, credibility as well as direct relevance to the UK financial regulation and risk management.
[bookmark: _ha62nqybog3x][bookmark: _Toc213424473]5.4. Data Analysis
Data analysis refers to the way to analyse the collected data and develop a reliable dataset for detailed research (Ikegwu et al. 2022). In this study, the thematic method will be undertaken to analyze the collected data from various secondary resources. Some themes will be developed based on the available findings for data analysis. 
[bookmark: _cubn8tcuyw1z][bookmark: _Toc213424474]5.5. Ethical Considerations
Since no new data will be collected these ethical concerns are very low. The study will provide for academic accordingly recorded and responsibly managed use of publicly available data. That it will permit to request ethical approval, to ensure that the study meets with research guidelines of the University.
[bookmark: _gn12cyjy6o85][bookmark: _Toc213424475]6. Expected Contribution 
The research results will play a role in the improved perception of the effects of the shift of regulatory regimes on the design, and performance of the financial risk management systems of the UK banks. It possesses an academic value because it will bring together the existing literature into thorough logic of regulation stability nexus. Practically, the findings will enable the regulators and the management of the banking organization to gain input on formulating vibrant risk-management strategies whereby the effectiveness of compliance is balanced with the sustainability of operations, on the course of this undertaking, the ESG transitions, and post-Brexit transitions will be particularly considered.
[bookmark: _Toc213424476]7. Ethical Considerations 
The given research relies on the secondary data that can be accessed in the public, yet some insignificant ethical threats could be considered. Nevertheless, plagiarism will be avoided by observing the rule of referencing, and all the information will be obtained by referring to the appropriate and credible texts. Moreover, checking and confirming all the resources will be done prior to the collection to ensure that the ethical principles of the university are adhered to.
[bookmark: _Toc213424477]8. Timelines 
[image: ]
Figure 1: Timeline
(Source: Self-developed)
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