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LESSONS FROM EQUITABLE LIFE SQUANDERED  
 
A new report published today concludes that while the insurance industry learned 
lessons from the Equitable Life crisis, the banking industry and their regulators failed to 
do so. Many of the same factors that were pivotal to the Equitable Life crisis were also 
present in the bank failures through the 2007-08 financial crisis leaving taxpayers to 
shoulder the burden. 
 
The report “Did anyone learn anything from the Equitable Life? Lessons and learning 
from financial crises” has been written by Richard Roberts, Professor of Contemporary 
History at King’s College London.  The report was commissioned by Equitable Life to 
mark the 250th anniversary of the Society. 
 
It reflects the views of 25 industry experts and insiders from across the City of London, 
including former executives of the Financial Services Authority and board members from 
the banks so affected by the crisis. 
 
The report states that despite inquiry after inquiry, report upon report, the fault lines 
that led to the Equitable Life crisis were lost on the failed banks and their regulators. It 
identifies five key features that contributed significantly to the Equitable crisis and the 
subsequent failure of banks years later. Notably: 
 

• Board governance 

• Product complexity 

• Risky business model 

• Out of control executives 

• Regulation 
 
Attached is Professor Roberts’ summary and conclusions. 
 
Commenting on his report, Professor Roberts said: “The foremost finding of the research 
is the absence of learning by bankers or bank regulators of lessons from the Equitable 
crisis. Clearly, with the new financial regulatory framework currently being developed in 
the UK, now is the time to get this wired into the new regulators’ modus operandi.” 
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Lord David Owen, a member of the panel who discussed the report at its unveiling at 
King’s College, London on 7 September said: “The suggestion that the impact of hubris 
needs further research and funding is now being seriously evaluated by the Scientific 
Research Committee of the Daedalus Trust, chaired by Professor Nick Bouras.” 
 
Chris Wiscarson, Chief Executive of Equitable Life said: “Beefing up the powers of non-
executive directors and holding them to account is no substitute for the acquisition of 
knowledge and the real availability of time to discharge their responsibilities. 
 
“Even in simple financial services organisations, there are facets of the business where 
non-executive directors will have little or no expertise. For a complex financial 
institution, there is no way they will be able to bring much more than common sense to 
many of the risks the business is having to deal with. The fundamental question is 
whether 20 to 50 days a year is remotely enough for a non-executive director, even for 
those with recent and relevant experience. 
 
“It is tragic enough having one crisis but this new century has seen crisis after crisis – 
surely there should be learning! If the same people do the same things in the same way, 
you’ll get the same outcome and more crises and more failures. It is time to change the 
paradigm for big financial service companies.” 
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EXECUTIVE SUMMARY by Professor Roberts, King’s College London 
 

Did anyone learn anything from the Equitable Life? Lessons and learning from 
financial crises.  
 

The core factors that led to the Equitable crisis and were subsequently present in the failures of 
Northern Rock, RBS, HBOS and Bradford & Bingley are set out below with my conclusions: 
 
 - Learning from the misfortunes of others 
Bankers and banking regulators failed to learn the lessons from the Equitable crisis. Had they 
done so, the impact of the 2007-08 banking crisis might have been moderated, benefiting 
taxpayers and the economy.  
Suggestion: Develop a formal and continuous process of learning from crises within, and across, 
sectors, devised by the new regulatory framework and implemented by firms.  
 
 - Board governance - need for a new model 
Governance failure was common across Equitable and the banks. Many non-executive directors 
lacked technical skills to fully understand risks, and were unable to adequately challenge and 
control domineering executives. Can the job really be done in just 20 to 50 days a year? 
Observation: a new governance model needs serious consideration.  
 
 - Product complexity and opacity 
The products devised by banks' 'rocket scientists' were as opaque and unfathomable as many 
with-profits policies  devised by the industry’s actuaries. Both left most non-executive directors 
struggling to  fully understand, monitor and control the products' risks.  
Suggestion: Regulators to demand products simple enough to explain on one side of paper.  
 
 - Business models - 'too good to be true' pre-mortems 
The Equitable and banking crisis both fit the old adage that if something appears too good to be 
true, it probably is. Are the risks fully understood? As a retired FSA executive said, 'profits you 
don't understand are more dangerous than losses you do'.  
Suggestion: introduce pre-mortems when business is going well to examine why it is going well, 
and if it is too good to be true, then stop.  
 
 - Out-of-control executives 
Many troubled financial institutions saw senior executives demonstrate hubris - arrogance 
leading to extreme risk taking - lending weight to the growing study of the impact of ‘Hubris 
Syndrome’. 
Suggestion: the impact of hubris needs further research and funding. In the interim, bank 
directors and regulators should be alert to tell-tale signs of hubris in individuals and 
organisations.  
 
 - Regulation 
The risks inherent in banking make mistakes inevitable. The key is learning from minor crises, 
ensuring they do not happen again and boundaries are set so the probability of major 
catastrophe remains very low.  
Observation: new regulatory standards in banking and insurance are sensible, but innovation 
within the industry means we must remain alert to the potential for further crises. Now is the 
time to get this wired into the new regulators’ modus operandi. 
 
 - This Time Is Different 
There have been many financial crises in the past, so why don’t people learn from them? 
Because of the delusion that ‘this time is different’ - the four most costly words in the English 
language. 
Suggestion: Simple, and fitting for a 250th historical anniversary, study financial history. 

 


