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Welcome to this edition of ‘Being better 
informed’, our monthly FS regulatory, 
accounting and audit bulletin, which 
aims to keep you up to speed with 
significant developments and their 
implications across all the financial 
services sectors. 

Welcome back after the summer break and 

hopefully a well-earned rest from the world 

of risk and regulation. Despite the summer 

slowdown, there’s plenty to catch up on, and 

the pace of developments will no doubt 

speed up over the coming weeks as 

regulators get back into the swing of things.  

August kicked off with a package of 

measures from the BoE to mitigate the 

impact of the Brexit vote on the UK 

economy. It cut interest rates to a record 

low of 0.25%, announced plans to extend 

the quantitative easing programme by 

£60bn and launched a scheme to provide as 

much as £100bn of new funding to banks to 

encourage them to pass on the base rate cut 

to the real economy. Monetary Policy 

Committee members indicated there may be 

a further rate cut before the end of the year, 

and we wait to see whether the Chancellor 

provides a fiscal boost to the economy in the 

autumn. 

In the prudential space, the EBA issued a 

report on EU implementation of the 

leverage ratio in 2018. It recommended a 

level of 3% for CRR firms, with a potentially 

higher level for G-SIIs. The UK was a 

forerunner in this area and has already 

introduced this level for its biggest banks 

and building societies, and is expecting to 

take a decision on whether to extend this to 

all firms in 2017. Last month the UK also 

chose to tweak its leverage ratio, with the 

PRA acting on a recommendation by the 

FPC to modify the leverage ratio to exclude 

certain central bank deposits from the 

exposure calculation to facilitate its 

monetary policy operations. To offset the 

impact of this, the FPC stated its intention 

to recalibrate the leverage ratio in its 2017 

review. 

Progress continues on the too-big-to-fail 

agenda for banks, CCPs and insurers. Ahead 

of the G20 meeting in early September, the 

FSB published several reports on RRP 

including final guidance on operational 

continuity and guiding principles on 

temporary funding. Its resolvability 

progress report reveals that while G-SIBs 

are taking steps in the right direction, 

challenges remain around assessments of 

liquidity needs and resources in resolution, 

operationalising bail-in, management 

information systems and continuity of 

access to FMIs. The Committee on 

Payments and Market Infrastructure 

(CPMI) and IOSCO released a consultative 

report containing further guidance on the 

resilience and recovery of CCPs. And a 

CPMI/IOSCO monitoring report identified 

gaps in CCPs’ recovery planning and credit 

and liquidity risk management. The 

organisations describe these issues as a 

‘serious concern’ and plan a follow-up 

review for early 2017, so firms should take a 

close look at this over the next few months.  

Also last month, the CMA revealed its 

much-anticipated final package of remedies 

to shake up competition in the retail 

banking sector. As in its provisional 

remedies consulted on in May 2016, the 

CMA argues competition will be best 

improved through empowering consumers 

to shop around, rather than more radical 

measures such as breaking up the banks. 

The CMA’s central remedy is for an open 

Application Programme Interface standard, 

which would allow consumers to access 

information from banks via a single 

interface or app. Its measures also include: 

requiring banks to publish service quality 

information, alerts and grace periods for 

unarranged overdraft charges, and a 

monthly cap on unarranged overdraft 

charges (to be set by banks individually). 

The CMA will now begin work to implement 

the remedies, and has set a statutory 

deadline to do so by 8 February 2017. So 

banks should spend some time analysing 

what the proposals mean for their systems, 

strategies and business models.  

In the insurance sector, the FCA confirmed 

the introduction of measures designed to 

improve transparency and consumer 

engagement when renewing policies. From 1 

April 2017, affected firms will need to 

change their communication materials to 

include additional disclosures encouraging 

consumers to shop around.  
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HMRC is stepping up its efforts to tackle tax 

evasion. In three consultation papers, it set 

out measures to clamp down on the ‘hidden 

economy’. Most significant for financial 

services firms is the consultation on changes 

to HMRC’s data-gathering powers to obtain 

additional data from money service 

businesses (which it defines as firms that 

provide money transmission, cheque 

cashing or currency exchange services, 

including foreign exchange currency 

traders). The Government is considering 

extending HMRC’s powers to allow it to 

obtain data from these firms on their 

customers, to identify unregistered 

businesses.  

Our first feature article this month looks at 

the FCA’s thematic review of dark pools. 

The main themes to emerge from the review 

– around identifying and managing conflicts 

of interest, monitoring and surveillance, 

and capabilities of second line staff – should 

sound familiar to firms. The FCA focused on 

these issues in its recent Forex, LIBOR and 

best execution reviews, and it has also 

repeatedly reminded firms that weaknesses 

they have in one area may exist across 

multiple business lines. So firms need to 

think beyond dark pools and consider the 

messages of this thematic review in the 

context of all product and business lines. 

The second feature article takes an in-depth 

look at what this month’s G20 meeting 

means for financial services regulation, in 

particular the implementation of the 

refinements to Basel III regulations.  

In the coming weeks and months, we expect 

to see a report from the EBA on prudential 

proposals for ‘bank-like’ investment firms, 

an ESMA consultation paper on BMR draft 

technical standards, and developments on 

the implementation of the CMA’s retail 

banking competition remedies.  

We hope you enjoy reading the latest 

updates. 

 

 

Laura Cox 

FS Risk and Regulation Centre of Excellence 

020 7212 1579 

laura.cox@uk.pwc.com 
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How to read this bulletin? 

Review the Table of Contents the 
relevant Sector sections to identify the 
news of interest. We recommend you 
go directly to the topic/article of 
interest by clicking in the active links 
within the table of contents. 
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Should we be afraid of the dark? It’s a 

question investors and firms have been 

asking themselves for the past 18 months, 

since the FCA announced a thematic review 

of the sector. The FCA’s findings, published 

on 29 July 2016, indicate improvements are 

needed. The FCA considered whether dark 

pool providers are misleading users over 

how platforms operate. It also looked at 

how dark pool providers identify and 

manage conflicts of interest. The FCA tells 

buy-side providers to improve conflict 

identification and enhance platform 

monitoring. And it asks sell-side firms to 

revisit their reasons for using dark pools 

and to ensure platforms meet their 

requirements. 

Beyond dark pools, the review provides 

insights about the FCA’s thinking on other 

wholesale market issues. Its main concerns 

are around conflict identification, 

monitoring, surveillance and adequacy of 

compliance staff, the same as it highlighted 

in its recent Forex (FX), LIBOR and best 

execution reviews. In recent years, it has 

focused on ensuring that where providers 

identify weaknesses in one area of their 

business, they consider what other business 

functions may have similar problems. As the 

FCA’s warnings and reminders pile up, 

enforcement measures become more likely, 

so providers should be proactively 

evaluating their businesses to determine if 

they are meeting FCA expectations. 

What are dark pools? 
Dark pools are platforms which offer users 

the opportunity to trade with limited 

transparency on who is participating in the 

trade. The pools are predominantly run by 

large investment banks (the providers) as 

part of their wider brokerage services 

offering. Institutional investors use dark 

pools to trade large blocks of equities 

without showing their hand to the market. 

But in recent years users have become more 

diverse, with electronic trading firms 

building a presence on the platforms. This 

development has eroded average trade size 

and sparked questions over the purpose of 

dark pools. In June 2014 the New York 

Attorney General (NYAG) alleged 

institutional investors were being misled 

over the types of members active in dark 

pools. The NYAG claimed institutional 

investors were sharing dark pools with high 

frequency traders without being informed of 

that by platform providers. As a result, the 

FCA decided to explore these issues in 

relation to UK dark pools. 

Shedding light on trades 
In its review the FCA praised dark pool 

providers for proactively responding to the 

allegations raised in the US. But it believes 

they need to make improvements on 

disclosure, monitoring and surveillance, 

conflicts of interest, user due diligence and 

second line oversight.  

Disclosures to clients  

The FCA wants providers to enhance 

disclosures made about dark pools. This 

measure is designed to ensure users fully 

understand how their orders will be 

matched with other users. Providers will 

need to review their promotional materials 

to ensure accuracy and adequacy. 

The FCA also reminded users that they are 

responsible for understanding how the 

platforms they use operate. They should 

review the materials they receive from their 

brokers, to ensure they understand how 

different platforms operate. 

Monitoring and surveillance 

On certain platforms, users choose whom 

they are willing to trade with. Providers 

group users based on trading behaviour and 

allow them to restrict executing orders with 

other client groups. This option is one 

example of a bespoke feature a dark pool 

provider may offer. The FCA tells providers 

they must enhance their monitoring and 

surveillance to ensure bespoke functionality 

is operating properly. Without adequate 

monitoring, it is difficult to say whether a 

user’s execution instructions are being 

properly followed. This calls into question 

whether best execution is being achieved. 

Conflicts of interest 

Dark pool providers offer the platforms as 

part of their wider brokerage offering. 
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Operating a platform while choosing how to 

route client orders may create a conflict, the 

FCA argues. Providers may be incentivised 

to route orders to their own platform to 

enhance profitability by minimising 

transaction costs. Providers also give access 

to their dark pool to their internal trading 

desks. These factors give rise to a potential 

conflict of interest between the provider and 

the user. Some providers mitigate this 

conflict by giving internal desks lower 

queuing priority or applying speed penalties 

to internal orders. The FCA advises firms to 

consider whether their existing controls are 

sufficient to manage conflicts of interest 

effectively. 

User due diligence  

The FCA advises sell-side firms to consider 

why they use dark pools and whether they 

fully understand how different venues 

operate. It reminds firms of their obligation 

to achieve best execution for their own 

clients and to assess whether or not dark 

pools help them achieve this result. 

Second line capabilities 

The FCA flagged providers’ second line 

knowledge of electronic trading as weak. It 

reminded firms that they need to equip 

their second line staff with sufficient 

expertise to challenge traders and other 

front office personnel, who are the first line 

of defence. 

MiFID II reminder 

By now providers should be well into their 

preparations for MiFID II implementation, 

which has to be completed by 3 January 

2018. The regulator advised dark pool 

providers to consider how dark trading caps 

and prohibition of broker crossing networks 

will impact their existing brokerage models. 

It also asks firms to be conscious of evolving 

market structures and respond accordingly. 

Finally, it sends a clear message that firms 

must prepare for and implement MiFID II, 

irrespective of the Brexit vote.  

Looking beyond dark pools 

Since the LIBOR and FX scandals, the FCA 

has repeatedly reminded firms that 

weaknesses they have in one area may exist 

across multiple business lines. It expects 

firms to consider conduct risks on a holistic 

basis across the firm, not just in relation to 

individual business lines. 

Firms should consider this message in the 

context of the changes the FCA is making to 

its approach to wholesale thematic work. It 

intends to replace larger reviews with 

smaller ones, with wholesale supervisors 

becoming much more nimble. The FCA’s 

heightened agility means firms need to get 

on the front foot, and be prepared for 

supervisors to cast a wider eye across their 

businesses on conduct issues. Firms should 

be proactive in building an approach that 

explores key themes across all product and 

business lines. 

Next steps  
The themes coming out of this review 

should sound familiar - most FCA wholesale 

thematic reviews from the past few years 

identified weaknesses in conflict 

identification and management, monitoring 

and surveillance, and capabilities of second 

line staff. It is a timely reminder that firms 

need to think beyond dark pools and 

consider these messages in a wider context, 

as well as reviewing their management of 

dark pools. 

Conflicts of interest identification and 
management 

Firms should look at how they record 

conflicts to decide if improvements could be 

made. In both its dark pool and benchmarks 

reviews the FCA noted firms did not record 

conflicts sufficiently. We would advise 

recording conflicts at desk level but 

collating conflicts at a firm-wide level. This 

approach demonstrates that the firm is 

recognising risks across the firm. Firms 

should also review and update conflicts logs 

regularly. 

Firms could also consider whether their 

training around conflicts of interest is fit for 

purpose. The FCA identified weakness of 

first line understanding of conflicts in its 

LIBOR, FX and benchmarks reviews. The 

severity of failings varies from review to 

review but the underlying cause is the same. 

Giving training real-life context and using 

crystallised risks is a good way of making it 

more engaging. 

Beyond identification, firms should look at 

whether their conflict controls are actually 

working. The FCA asks firms to revisit 

conflict management techniques in dark 

pools and identified significant flaws in its 

best execution and FX reviews. Firms may 

wish to consider enhancing surveillance 

around transactions with heightened 

conflict potential. 

Adequacy of monitoring and 
surveillance 

Regardless of asset class, the FCA found 

weaknesses in monitoring and surveillance 

in recent wholesale reviews. In thematic 

work it has focused on whether scope of 

surveillance is satisfactory and whether 

systems are calibrated effectively. When 

reviewing structured products in March 

2015 the FCA questioned product providers’ 

oversight of distributors and when 

reviewing best execution in July 2014 it 

looked at the scope of asset classes covered 

by best execution assessments. Firms could 

map out stakeholders and asset classes to 

assess whether they are covering 

surveillance over activities under existing 

programmes. 

Firms should review calibration of their 

surveillance systems. In the FCA’s FX 

investigation, it noted firms’ surveillance 

systems were not well suited to the 

underlying market. This was also drawn out 

in its dark pools and benchmarks reviews. 

Firms should consider whether automated 

surveillance systems produce high quality 

reports. Does the system create too many 

false positives? Does it generate a small 

number of reports? Either could be signs of 

poor calibration. If surveillance is manual, 

then does key person risk exist? Are 
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processes appropriately recorded? Is the 

monitoring of activities formal and 

systematic? Firms should consider all these 

points.  

For both automated and manual 

surveillance, do appropriate reporting lines 

exist? Do senior managers receive good 

quality management information on issues 

flagged? These issues cut across all product 

lines and business areas. A perfect system 

could be flawed because of the governance 

around it.  

Capabilities of second line staff  

The FCA questions firms’ second line 

capabilities in its dark pools work. It queries 

whether compliance staff understand 

electronic trading well enough to provide 

meaningful challenge. This was also a key 

finding in FX enforcement notices, where 

the FCA found that second line staff were 

providing inadequate challenge to first line 

staff. Firms should consider whether second 

line staff sufficiently understand the 

business areas they oversee. Training 

should be business and compliance 

oriented. Governance structures should 

allow second line staff to escalate issues and 

provide insight to senior managers.  

Firms should clearly articulate the 

responsibilities of second line staff. The 

FCA’s best execution work revealed firms 

did not clearly set out whose responsibility 

best execution assessments were. It also 

explored this theme in its benchmarks 

review, where it identified confusion over 

the scope of the second line’s role. Firms 

should ensure role descriptions are tightly 

aligned to second line responsibilities. 

Policies and procedures could be reviewed 

to check accountability is sufficiently 

captured.  

The end goal 

The FCA focused heavily on these three 

themes in eight of its recent thematic 

reviews, enforcement notices and market 

watches, so firms are clearly on notice of the 

FCA’s expectations. They should be building 

a review process which investigates these 

themes across different business lines. By 

testing their business against the lessons 

from the FCA’s reviews, firms can 

demonstrate that they are proactively 

identifying issues, and living up to the FCA’s 

high standards. Given the repeated 

emphasis the FCA has put on these areas, 

we are likely to see it come down harder on 

firms where weaknesses or failings are 

identified, so firms would be well advised to 

ensure they are proactively addressing any 

issues now. 
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At the G20’s 11th summit in China earlier 

this month, the world’s most powerful 

political leaders discussed progress in 

implementing post-crisis financial services 

regulatory reform. And they looked ahead to 

what’s next on the regulatory agenda, 

focusing on Basel III standards, the too-big-

to-fail agenda, derivatives, market-based 

finance and correspondent banking.  

Ahead of the meeting, the FSB published a 

letter to the G20 on building a resilient and 

open global financial system to support 

sustainable cross-border investment. It also 

published a report on the implementation 

and effects of the G20 financial regulatory 

reforms, while the Basel Committee issued a 

report to G20 leaders on implementation of 

the Basel III reforms. The organisations 

informed the G20 leaders on member 

jurisdictions’ progress in implementing 

various financial reforms and what areas 

need further attention. 

So when will the Basel Committee finalise 

its regulatory reforms? What’s next on the 

G20’s agenda? And what does all this mean 

for financial services firms? 

Implementing Basel III 
regulatory standards 
Overall, member jurisdictions have made 

good progress in implementing the Basel III 

standards. The FSB and Basel Committee 

highlight in their reports that all member 

jurisdictions have the right risk-based 

capital, liquidity and buffer rules in place. 

All banks meet the risk-based capital and 

leverage ratio requirements, and most meet 

or exceed the fully phased-in minimum 

liquidity requirements.  

Despite this progress, challenges remain, 

especially around the timescales for 

implementing the Basel III revisions. In 

particular, the FSB and Basel Committee 

note issues relating to the revisions on non-

centrally cleared derivatives, Pillar 3, 

counterparty credit risk, CCPs and equity 

investments in funds. Challenges primarily 

stem from the complexity of domestic 

legislative processes, emerging domestic 

financial markets and domestic regulators 

lacking the skilled resource necessary to 

interpret and implement the regulation. 

Some banks are also struggling to adjust 

their IT systems to meet the new 

requirements.  

Concurrent and consistent implementation 

of the regulations is important to promote a 

level playing field. The Basel Committee 

regularly undertakes a consistency 

assessment to help jurisdictions amend 

their domestic regulations. The FSB, 

Standard Setting Body (SSB) and other 

international bodies also facilitate 

knowledge sharing through workshops and 

other programmes, to help domestic 

regulators interpret regulation in a 

consistent way. 

The Basel Committee aims to finalise the 

regulatory standards by early 2017, so firms 

should keep a close eye on developments.  

Preventing too-big-to-fail 
All jurisdictions that are home to G-SIBs 

have implemented the Basel framework for 

G-SIBs, the Basel Committee’s assessment 

shows. Resolution planning is also 

progressing well and G-SIBs are working on 

TLAC strategies, according to the Basel 

Committee. But jurisdictions that are not 

home to G-SIBs lack appropriate resolution 

regimes with comprehensive powers.  

In early 2017, the FSB aims to issue a 

consultation paper on the guidelines for 

CCP resolution planning, strategies and 

tools. To further enhance the process for 

identifying G-SIIs, the IAIS published the 

revised methodology for assessing G-SIIs in 

June 2016. The FSB asked the G20 for 

increased cross-border cooperation and 

more legal powers for national authorities, 

to aid common agreements between 

jurisdictions on how to resolve international 

firms in the event of failure.  

Enhancing CCPs’ resilience 
Globally, the use of CCPs is increasing, 

particularly for interest rate and foreign 

exchange transactions. Increased cross-

border availability of CCPs has also 
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facilitated increased central clearing 

activities. As such, jurisdictions have 

improved their regulatory frameworks for 

CCPs and trade repositories in line with the 

principles for FMI. The FSB highlighted that 

greater use of CCPs is already reducing risks 

in the financial system, by increasing the 

number of centrally cleared derivative 

transactions.  

But CCPs themselves could pose risks to 

financial systems, and so the FSB notes the 

importance of CCP resolution strategies. In 

the FSB’s report to the G20, it highlights 

CPMI-IOSCO’s August 2016 consultation 

paper on CCP resilience and recovery 

planning. The bodies are proposing more 

granular guidance to help improve CCPs’ 

resilience. In addition, the FSB aims to issue 

a consultation paper in early 2017 on 

resolution planning, strategies and tools for 

systematically important CCPs. So CCPs 

should look out for future developments to 

understand the type of resolution plans 

their home authorities will need to develop 

and how those plans are likely to impact 

them.   

Tightening market-based 
finance regulation 
Since the financial crisis, capital markets 

funding and the total assets managed by 

asset managers have increased significantly. 

These developments offer diversity to the 

financial system and new sources of funding 

and investment, but also bring potential 

systemic risks.  

The FSB is seeking to address the risks 

posed by liquidity mismatches and excessive 

leverage in the asset management sector 

through a range of recommendations that 

go beyond enhanced disclosure. Its 

recommendations include increased 

liquidity management tools for open-ended 

funds that will give managers increased 

flexibility around redemption flow but also 

require managers to conduct liquidity 

categorisation and detailed mapping of 

liquidity profiles to investment strategies. 

The FSB proposes increased regulation 

regarding the transitioning of client 

accounts from one manager to another, as 

well as indemnification by managers of their 

funds' securities lending activities. Further, 

the FSB advocates more granular disclosure 

around fund liquidity and leverage. 

These recommendations, and their support 

by the G20, provide additional momentum 

for the approach of addressing asset 

management systemic risk through 

regulation of industry-wide activities (as 

opposed to enhanced prudential supervision 

of individually designated firms).  

The FSB also asked the G20 to look closely 

at shadow banking. Referring to its May 

2016 thematic peer review, the FSB 

indicated that jurisdictions’ implementation 

of its regulatory framework is at a very early 

stage. It asked members to establish a 

process to assess the risks associated with 

the shadowing banking sector (such as data 

gaps) and enhance cross-border 

cooperation. In addition, the FSB and SSBs 

are developing policy measures to 

strengthen shadow banking oversight and 

regulation. The FSB asked for support to 

fully implement the above measures and 

ensure market-based finance becomes a 

resilient funding source.  

Managing emerging risks 
The FSB has initiated an action plan to 

address the trend of decline in 

correspondent banking relationships. The 

FSB intends to focus on understanding the 

particular areas of decline, the role of 

correspondent banking regulation and 

develop tools to help correspondent banks 

perform appropriate due diligence on their 

clients. According to the FSB, loss of 

correspondent banking services could drive 

payment flows underground and lead to 

financial crime and financing terrorist 

activities. The FSB says it aims to support 

jurisdictions to develop strong domestic 

regulatory frameworks, so they can tackle 

financial crime.  

Digital finance and technological 

innovations have the potential to transform 

the financial system, says the FSB. But it 

recognises the importance of adequate 

regulatory frameworks to address any 

associated systemic risks. As such, the FSB 

is working with other standard bodies to 

analyse innovative developments across 

financial services and their implications for 

financial stability. By early 2017, the FSB 

aims to report on the analysis and any 

associated regulatory issues. So FinTech 

firms and domestic regulators should look 

out for developments in this space, which 

might include additional protections for 

consumers.   

Tougher capital standards 
for insurers? 
Also at the G20 summit, members discussed 

new capital requirements for international 

insurers. The IAIS is developing a global 

risk-based international capital standard for 

internationally active insurance groups. It 

aims to issue the first version of the 

standard in 2017, with scheduled 

implementation from 2020. This means 

internationally active insurance firms would 

likely need to start calculating and reporting 

their capital requirements based on a 

standard method centred on IAIS 

guidelines. There will likely be additional 

guidelines on the different methods insurers 

can use to calculate their capital 

requirements. Firms need to review their 

portfolio to decide how they can use other 

methods in addition to the standard method 

for calculating their capital requirements.    

The G20 respond 
All members committed to finalising the 

remaining elements of the reforms, and 

implementing them concurrently and 

consistently. The members also supported 

the Basel Committee’s aim to finalise the 

Basel III framework by early 2017. But they 

reiterated it’s essential the refinements do 

not significantly increase the capital 

requirements across the banking sector. We 
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wait to see how the Basel Committee strikes 

a balance between ensuring an appropriate 

level of financial stability and not giving 

banks punitive capital treatment.  

Recognising the importance of effective 

cross-border cooperation, the G20 

expressed their support for implementing 

the resolution regimes, and for keeping to 

the implementation timetable for 

implementing TLAC requirements. 

Members also agreed on the importance of 

implementing the derivative market 

reforms, but whether they can implement 

the necessary legal reforms in time remains 

to be seen. 

Welcoming the FSB’s work on policy 

recommendations for market-based finance, 

the members committed to closely monitor 

and address any emerging risks. They also 

supported the FSB’s work to address the 

decline in correspondent banking. On 

digital finance, the G20 encouraged all its 

members to consider financial technologies 

in their wider financial inclusion plans and 

closely monitor any associated risks to 

financial stability.  

Next steps 
The Basel Committee’s aim to finalise its 

Basel III reforms by early 2017 should be a 

welcome relief for banks. They will still have 

to wait to see how different jurisdictions 

interpret the rules, but certainty on the 

Basel Committee’s intentions would at least 

give some clarity on what they need to do 

meet the regulatory requirements and allow 

them to start thinking through any 

necessary changes to their business models.  

The G20 promised to enhance cross-border 

cooperation in implementing resolution 

regimes. Those G-SIFIs which do not 

already have a crisis management group 

should look to establish one. Those that 

already have one need to ensure they have 

adequate capacity to coordinate with 

authorities in different jurisdictions where 

they have their business operations. 

Meanwhile CCPs should start reviewing 

their governance, credit and liquidity stress 

testing processes and their ability to 

withstand losses.  

Based on the FSB policy recommendations, 

asset management firms may need to report 

additional data on their liquidity profile and 

details of their asset and investment 

strategies to show how they manage their 

liquidity mismatch. Similarly, regulators 

could ask asset management firms to report 

data on their leverage and might implement 

additional constraints on netting and 

hedging assumptions. Firms in this sector 

should start reviewing their risk 

management framework and monitoring, 

and ensure they have appropriate business 

continuity and transition plans.  

The shadow banking sector might see 

tougher regulatory requirements on how 

firms manage their asset and liability 

profile, credit risk management policies and 

leverage constraints. Additional support for 

jurisdictions to control financial crime could 

see regulators taking additional steps to 

control underground payment flows and 

terrorist financing.  

So while the end is now in sight for banks 

on Basel III reforms, the G20 clearly has a 

packed financial services regulatory reform 

agenda across multiple sectors. It seems the 

next phase of measures to promote financial 

stability and monitor emerging risks is just 

beginning. 
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Regulation 

Brexit 
House of Lords begins Brexit inquiry 

The House of Lords EU Sub-Committee on 

Financial Affairs kicked off its inquiry into 

Brexit and financial services in the UK, with 

the announcement of two evidence sessions. 

On 31 August 2016, the sub-committee 

announced plans to hold evidence sessions 

on 7 September 2016 with financial services 

experts. The sessions will focus on questions 

such as the possibility of financial services 

relocating from the UK, critical priorities for 

UK financial services in the UK’s new 

relationship with the EU, passporting and 

equivalence rights, and risks to retail 

customers and investors. Witnesses include 

Andrew Gray, UK Regional Financial 

Services Leader at PwC, and Anthony 

Browne, Chief Executive of the BBA. 

Capital and liquidity 
Highlighting CRD IV errors 

The EBA published a review of its single 

rulebook questions and answers (Q&A) tool 

on 5 August 2016. It issued the review in 

response to a request from the EC for an 

overview of possible errors and 

inconsistencies in CRD IV and CRR. The 

review was accompanied by 12 annexes and 

a brief press release. 

The EBA summarised its key findings in a 

letter included in the annex, sent by Isabelle 

Vaillant, EBA Director of Regulation, to 

Martin Merlin, EC Director of Regulation 

and Prudential Supervision of financial 

institutions: 

 possible errors in the way certain 

aspects of CRD IV and CRR are 

articulated 

 potential inconsistencies that may have 

unintended consequences in the 

application or legal interpretation of the 

text 

 fundamental issues relating to the level 1 

text that raise more substantial concerns 

 other Q&A (listed in the appendix to the 

letter), which point to situations where 

the meaning or application of a 

provision need to be clarified. 

More positively, Vaillant said 90% of 

queries raised via the tool appear to reflect 

typical implementation issues.  

The EBA intends to use the findings to 

continue its technical discussions with the 

EC. 

Harmonising national discretions 
under CRD IV 

The ECB published Addendum to the ECB 

Guide on options and discretions available 

in Union law on 10 August 2016. It 

published Feedback statement Responses to 

the public consultation on a draft 

Addendum to the Guide of the European 

Central Bank on options and discretions 

available in Union law on the same day.  

The addendum sets out the ECB's approach 

to the exercise of options and discretions 

(O&Ds) contained in the CRD IV and CRR. 

The ECB addresses eight O&Ds 

complementing the existing ECB Guide on 

options and discretions available in Union 

law which deals with 115 O&Ds and 

Regulation (EU) 2016/445 of the ECB on 

the exercise of O&Ds available in Union law 

(ECB/2016/4), both published on 24 March 

2016. These eight O&Ds cover consolidated 

supervision, waivers, liquidity, capital 

requirements, governance and prudential 

supervision issues. 

The ECB’s aim is to harmonise supervisory 

policy for significant credit institutions 

supervised by the ECB but also to provide 

an indication of the position other EU 

supervisory authorities may take on these 

O&Ds. The ECB’s application of these O&Ds 

operates via this regulation for O&Ds of 

general application and through this guide 

which explains its policy stance on O&Ds on 

a case-by-case basis. The ECB intends to 

publish a consolidated version of the guide, 

including its separately consulted on 

approach to assessing the eligibility of 

institutional protection schemes, on its 

website later in 2016. 

 

Cross sector announcements 

http://www.parliament.uk/business/committees/committees-a-z/lords-select/eu-financial-affairs-subcommittee/news-parliament-2015/experts-evidence-session-on-brexit-and-financial-services/
http://www.eba.europa.eu/documents/10180/1543935/%28EBA-2016-D-840%29%202016+08+04+IV+Letter+to+Commisson+-+QA+review+for+CRR-C....pdf/f06b7a66-fb47-4635-8432-97ddd5b648c9
http://www.eba.europa.eu/documents/10180/1543935/Review+of+SRB+Q%26As+Annexes+1+-+12.zip/3b7f87dc-df12-46ca-9a35-b0ce4bc2d00f
http://www.eba.europa.eu/-/eba-provides-input-based-on-the-single-rulebook-q-as-to-the-european-commission-s-crr-crd-review
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ond_part2_guide.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ond_part2_guide.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ond_part2_guide.en.pdf
https://www.bankingsupervision.europa.eu/legalframework/publiccons/pdf/reporting_p2/feedback_statement.en.pdf
https://www.bankingsupervision.europa.eu/legalframework/publiccons/pdf/reporting_p2/feedback_statement.en.pdf
https://www.bankingsupervision.europa.eu/legalframework/publiccons/pdf/reporting_p2/feedback_statement.en.pdf
https://www.bankingsupervision.europa.eu/legalframework/publiccons/pdf/reporting_p2/feedback_statement.en.pdf
https://www.bankingsupervision.europa.eu/legalframework/publiccons/pdf/reporting_p2/feedback_statement.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ecb_guide_options_discretions.en.pdf?62da619681f6f78cccd466076978160b
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ecb_guide_options_discretions.en.pdf?62da619681f6f78cccd466076978160b
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ecb_guide_options_discretions.en.pdf?62da619681f6f78cccd466076978160b
https://www.bankingsupervision.europa.eu/ecb/legal/pdf/oj_jol_2016_078_r_0011_en_txt.pdf
https://www.bankingsupervision.europa.eu/ecb/legal/pdf/oj_jol_2016_078_r_0011_en_txt.pdf
https://www.bankingsupervision.europa.eu/ecb/legal/pdf/oj_jol_2016_078_r_0011_en_txt.pdf
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FPC to offset its leverage ratio 
recommendation 

The FPC published a Statement and Record 

of the FPC Meeting on 4 August 2016. The 

FPC meeting was held on 25 July 2016. The 

FPC recommended excluding certain assets 

representing claims on central banks, to 

ensure the leverage ratio does not hinder 

the aim of policy measures that might lead 

to an increase in central bank reserves, such 

as the recent package of measures to 

support the economy announced by the 

BoE. The FPC recognises that this measure 

will reduce the amount of capital required 

to meet the leverage ratio, which is not the 

FPC’s intention.  

So it will look to offset the effect of the 

recommendation by recalibrating the UK 

leverage ratio framework in 2017 in light of 

the finalised international standards. The 

options for recalibration are: 

 an increase in the minimum 

requirement and the 35% scalar 

 an increase in the minimum 

requirement only 

 an increase in the scalar only 

 the introduction of a new buffer. 

The FPC's initial view was to maintain the 

proportionate relationship between the 

leverage and risk weighted regimes to avoid 

creating unintended consequences. It 

concluded that its review of the leverage 

ratio framework suggested there was no 

pressing need to make the changes on 

netting and initial margin. The FPC intends 

to await the results of the Basel Committee’s 

international consultation and its own 

review of the framework in 2017 before 

making these changes. 

The PRA intends to monitor firms' 

behaviour in the interim period before the 

2017 review is completed. 

Inviting leverage ratio change 

The PRA invited firms to apply for a 

temporary modification of the leverage ratio 

in a statement published on 4 August 2016. 

The PRA's invitation is open to firms that 

are currently subject to the UK leverage 

ratio framework.  

The FPC recommended that the PRA should 

consider allowing firms to exclude claims on 

central banks from the total exposure 

measure calculation on 25 July 2016. 

Central bank claims for this purpose include 

central bank reserves, banknotes, coins and 

loans to central banks with maturity less 

than three months. The assets must be 

matched by deposits accepted by the firm in 

the same currency and of identical or longer 

maturity.  

In its statement, the PRA makes clear that 

firms’ reporting and disclosure obligations 

remain unchanged. They must continue to 

use the total exposure measure definition as 

per Article 429(4) of the CRR. The changes 

are in response to the actions taken to 

maintain monetary and financial stability 

after the UK referendum result. The FPC 

intends to recalibrate the leverage ratio as 

part of the planned 2017 review. 

Benchmarking low-default portfolios 

The EBA published the final draft ITS 

amending Commission Implementing 

Regulation (EU) No xxx/2016 laying down 

ITS with regard to benchmarking on 1 

August 2016.  

Competent authorities must assess annually 

the quality of internal approaches that firms 

use to calculate own funds requirements 

under article 78 of CRD. To assist 

competent authorities, the EBA produces 

the report based on the data it has collected 

from firms. 

Firms using internal approaches for credit 

risk and market risk should use the ITS. For 

credit risk, the 2017 benchmarking 

assessment will focus on low-default 

portfolios. The EBA believes some changes 

to market and credit risk portfolios are 

necessary to keep the portfolios up-to-date 

and relevant for the current exercise. As 

such, it updates the instructions, templates 

and relevant annexes in the ITS. 

The EBA expects the latest ITS to apply 

from November 2016 for initial market 

valuation data and from April 2017 for 

credit and market risk data. 

EBA recommends 3% leverage ratio 

The EBA published EBA report on the 

leverage ratio requirements under article 

511 of the CRR on 3 August 2016. It 

recommends the introduction of a 

mandatory Pillar 1 3% minimum leverage 

ratio from 1 January 2018. The requirement 

will apply to all credit institutions within the 

scope of CRD IV/CRR. 

Locally active savings and cooperative 

banks and smaller credit institutions also 

need to maintain the minimum 3% leverage 

ratio. The ratio should consist of Tier 1 

capital. The report is based on the 

quantitative impact study data submitted by 

a sample of 246 credit institutions. Because 

there was insufficient sample coverage for 

investment firms, the requirements do not 

apply to CCPs and CSDs. But the EBA is 

working on a separate prudential 

framework for investment firms. 

The EBA intends to base decisions about 

any additional requirements on future work 

by the Basel Committee. This includes areas 

such as a cap on the Additional Tier 1 

instruments for G-SIIs and application of 

the original exposure method. 

Applying for option model permission 

The PRA re-published a template 

concerning delta calculation, application of 

standardised approach: CRR articles 329, 

352(1) and 358 on 27 August 2016. CRR 

articles 329, 352 and 358 relate to market 

risk capital requirements for options and 

warrants. This application form is relevant 

to firms that require the PRA’s permission 

to use option models. The application form 

captures details of the models and on how 

the models and the firms’ related 

http://www.bankofengland.co.uk/publications/Documents/news/2016/062.pdf
http://www.bankofengland.co.uk/publications/Documents/records/fpc/pdf/2016/record1608.pdf
http://www.bankofengland.co.uk/publications/Documents/records/fpc/pdf/2016/record1608.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/reports/prastatement0816.pdf
http://www.eba.europa.eu/documents/10180/1539314/EBA-ITS-2016-04+%28Final+draft+ITS+amending+Regulation+on+Benchmarking%29.pdf
http://www.eba.europa.eu/documents/10180/1539314/EBA-ITS-2016-04+%28Final+draft+ITS+amending+Regulation+on+Benchmarking%29.pdf
http://www.eba.europa.eu/documents/10180/1539314/EBA-ITS-2016-04+%28Final+draft+ITS+amending+Regulation+on+Benchmarking%29.pdf
http://www.eba.europa.eu/documents/10180/1539314/EBA-ITS-2016-04+%28Final+draft+ITS+amending+Regulation+on+Benchmarking%29.pdf
http://www.eba.europa.eu/documents/10180/1360107/EBA-Op-2016-13+%28Leverage+ratio+report%29.pdf
http://www.eba.europa.eu/documents/10180/1360107/EBA-Op-2016-13+%28Leverage+ratio+report%29.pdf
http://www.eba.europa.eu/documents/10180/1360107/EBA-Op-2016-13+%28Leverage+ratio+report%29.pdf
http://www.bankofengland.co.uk/pra/Documents/authorisations/waiverscrr/crrdeltcalc.pdf
http://www.bankofengland.co.uk/pra/Documents/authorisations/waiverscrr/crrdeltcalc.pdf
http://www.bankofengland.co.uk/pra/Documents/authorisations/waiverscrr/crrdeltcalc.pdf
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arrangements meet the required minimum 

standards and conditions. 

Competition 
CMA updates consumer powers 
guidance 

The CMA updated its Consumer protection: 

enforcement guidance on 18 August 2016. 

The guidance sets out how the CMA uses its 

consumer protection powers to address 

problems in markets, including how it 

enforces consumer protection law and uses 

its investigatory enforcement powers. The 

document replaces previous guidance 

issued by the CMA and its predecessor, the 

OFT. 

Conduct 
FCA reminder on introducing risks 

The FCA reminded firms of their liability for 

misconduct by introducers, such as lead 

generators, regardless of whether the 

introducer is regulated or not. In an alert, 

Investment advisers’ and authorised firms’ 

responsibilities when accepting business 

from unauthorised introducers or lead 

generators, published on 2 August 2016, 

the FCA highlights six areas of particular 

concern. These include: 

 introducers using an authorised firm’s 

reference number 

 introducers completing pre-sales 

discovery items like fact finds 

 introducing with an investment 

preference 

 the prevalence of investments without 

FSCS protection in introducer-led sales.  

The FCA highlights warning signs for firms 

to consider on a case-by-case basis, such as 

whether an introducer influences final 

investment choices or whether it directly 

benefits from the resulting investments. 

Firms should carry out robust due diligence 

on introducers and regularly review systems 

and controls. 

FCA consults further on PPI Plevin 
proposals 

The FCA announced on 2 August 2016 that 

it will consult further on the package of 

proposals relating to PPI complaints it set 

out in November 2015 in CP15/39: Rule 

and guidance on payment protection 

insurance complaints. The proposed 

package of measures included: 

 introducing a two-year deadline for 

consumers to make PPI complaints by 

 launching a consumer communications 

campaign to raise awareness of the 

deadline 

 introducing rules and guidance on 

handling PPI complaints in light of the 

Supreme Court judgment Plevin. 

In its new consultation CP16/20: Rules and 

guidance on payment protection insurance 

complaints: feedback on CP15/39 and 

further consultation the FCA outlines that, 

overall, its package of proposals should be 

taken forward. But following feedback 

received on CP15/39, it’s consulting further 

on changes to the proposed rules and 

guidance on handling PPI complaints in 

light of Plevin in three areas: 

 to include profit share sums in its 

proposed approach, in addition to 

commission 

 clarification of how its proposed 

approach should work where 

commission and profit share sums vary 

during the life of a PPI policy 

 clarification that sums rebated to a 

consumer when they cancelled a single 

premium PPI policy early can be partly 

included in and reduce any redress due. 

The FCA considers that these changes and 

clarifications will lead to significantly more 

redress being paid by firms for PPI 

complaints concerning undisclosed 

commission, when compared to its original 

proposals. If the FCA decides to proceed 

with its proposals following the consultation 

and subject to some variables, the Plevin 

rules and guidance would come into force 

by the end of March 2017. The deadline rule 

would come into force by the end of June 

2017, resulting in an end of June 2019 

deadline for PPI complaints to be made. The 

FCA seeks views on its specific proposed 

changes and invites further comments on its 

overall package of measures. The 

consultation closes on 11 October 2016. 

Consumer credit 
Can financial distress be predicted? 

The FCA asked Can we predict which 

consumer credit users will suffer financial 

distress? - Occasional Paper 20 on 3 August 

2016. The FCA sets the scene ahead of a 

future consultation on consumer credit 

lenders' assessment of the creditworthiness 

of loan applicants.  

The FCA analysed the prevalence of 

financial distress, how this relates to 

consumer credit use, and whether it can be 

predicted. The FCA found that the top 10% 

of consumer credit users, by debt-to-income 

ratio, held approximately a third of the total 

debt. It also found that, using a narrow 

definition of financial distress based on 

arrears, only 2% of individuals with 

outstanding consumer credit debt are in 

financial distress. But using a broader 

definition, the FCA estimates 17% of 

individuals with outstanding consumer 

credit debt or 7% of those holding a 

consumer credit product face moderate or 

severe financial distress. The FCA considers 

that debt-to-income ratio is a strong 

predictor of future financial distress. It 

supports the use of this ratio over other 

measures in affordability assessments, 

particularly for higher-cost products. 

Corporate governance 
Reviewing principles of governance 

The FSB launched a peer review on 8 

August 2016 on the implementation of the 

G20/OECD Principles of Governance 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/546521/cma58-consumer-protection-enforcement-guidance.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/546521/cma58-consumer-protection-enforcement-guidance.pdf
http://www.fca.org.uk/news/investment-advisers-and-authorised-firms-responsibilities-when-accepting-business-from-unauthorised-introducers-or-lead-generators
http://www.fca.org.uk/news/investment-advisers-and-authorised-firms-responsibilities-when-accepting-business-from-unauthorised-introducers-or-lead-generators
http://www.fca.org.uk/news/investment-advisers-and-authorised-firms-responsibilities-when-accepting-business-from-unauthorised-introducers-or-lead-generators
http://www.fca.org.uk/news/investment-advisers-and-authorised-firms-responsibilities-when-accepting-business-from-unauthorised-introducers-or-lead-generators
http://www.fca.org.uk/news/fca-update-ppi
https://www.fca.org.uk/your-fca/documents/consultation-papers/cp1539-payment-protection-insurance-complaints-rules-and-guidance
https://www.fca.org.uk/your-fca/documents/consultation-papers/cp1539-payment-protection-insurance-complaints-rules-and-guidance
https://www.fca.org.uk/your-fca/documents/consultation-papers/cp1539-payment-protection-insurance-complaints-rules-and-guidance
https://www.supremecourt.uk/decided-cases/docs/UKSC_2014_0037_Judgment.pdf
http://www.fca.org.uk/your-fca/documents/consultation-papers/cp16-20
http://www.fca.org.uk/your-fca/documents/consultation-papers/cp16-20
http://www.fca.org.uk/your-fca/documents/consultation-papers/cp16-20
http://www.fca.org.uk/your-fca/documents/consultation-papers/cp16-20
http://www.fca.org.uk/your-fca/documents/occasional-papers/occasional-paper-20
http://www.fca.org.uk/your-fca/documents/occasional-papers/occasional-paper-20
http://www.fca.org.uk/your-fca/documents/occasional-papers/occasional-paper-20
http://www.fsb.org/wp-content/uploads/Corporate-governance-peer-review-request-for-public-feedback.pdf
https://www.oecd.org/daf/ca/Corporate-Governance-Principles-ENG.pdf
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(PoG), which were published in September 

2015. The FSB also issued an accompanying 

press release on the same day.  

The purpose of the review is to: 

 gain insight into how FSB member 

jurisdictions apply the PoG to publicly 

listed, regulated financial institutions - 

identifying effective practices and 

progress, as well as deficiencies 

 support an ongoing review of the 

OECD’s assessment methodology that is 

used by the World Bank as the basis for 

undertaking country assessments  

 provide input to governance-related 

aspects of the FSB’s broader conduct 

work  

 identify possible follow-ups to further 

promote effective governance within 

firms. 

The review does not cover implementation 

of the corporate governance principles of 

any other standards issued by other 

organisations such as the Basel Committee, 

the IAIS or IOSCO. The FSB sets out in the 

terms of reference the five criteria it will use 

to determine whether a PoG falls within the 

scope of the peer review. The FSB 

distributed a questionnaire to its members 

to collect information from national 

authorities.  

Peers had until 9 September 2016 to submit 

comments on the terms of reference. The 

FSB plans to publish findings in early 2017. 

PRA issues diversity reminder  

The PRA reminded firms of their 

obligations to promote management 

diversity in a letter titled PRA rules on 

diversity within firms’ management body 

on 12 August 2016.  

The letter, signed by PRA Executive 

Directors James Proudman and Sarah 

Breeden, reminds businesses that all CRR 

firms must put in place a policy promoting 

diversity on their management body. This is 

a requirement under the general 

organisational requirements chapter of the 

PRA rulebook. Businesses must also explain 

on their website how they comply with this 

requirement. And significant firms with a 

nomination committee must decide on a 

target for the representation of the 

underrepresented gender on the 

management body and have a policy to meet 

this target.  

The PRA adds that firms should consider 

diversity when recruiting staff to their 

management body. It says it is interested in 

how firms promote diversity of employees 

performing senior management functions.  

The PRA emphasises the importance of 

diversity in promoting good governance, 

arguing a lack of diversity could lead firms 

to take decisions without considering a 

broad range of perspectives. 

Reporting on corporate governance 
principles implementation 

The OECD published a G20/OECD 

Progress report on the implementation of 

the G20/OECD high-level principles of 

corporate governance on 15 August 2016. 

The high-level principles of corporate 

governance were originally endorsed by 

G20 Finance Ministers and Central Bank 

Governors at the November 2015 summit. 

The OECD reports progress in the following 

areas: 

 dissemination and translation of the 

principles 

 methodology for assessing 

implementation of the principles  

 thematic peer review of corporate 

governance in financial institutions  

 OECD corporate governance factbook. 

The OECD has prepared a draft 

methodology for assessing implementation, 

updating the 2006/07 version. The FSB 

intends to carry out the peer review and 

aims to report in early 2017. The OECD 

continues to update the factbook - this 

source of information was originally 

published in 2014. 

Financial crime and 
enforcement 
EBA supports AMLD4 amendment 
proposal 

The EBA welcomed an EC proposal to bring 

virtual currency exchange platforms 

(VCEPs) and custodian wallet providers 

(CWPs) within the scope of the AMLD4, in 

its opinion issued on 11 August 2016.  

The EBA makes recommendations to the 

EC, EP and the Council to support 

consistent pan-European implementation 

and supervision. Implementation deadlines 

should facilitate consistent implementation 

across the EU and enable efficient 

information exchange between competent 

authorities. National sanction powers 

should be retained as proposed by the EC, 

and transactions in virtual currencies 

should remain outside the scope of PSD2. 

The EBA wants clarity of the regulatory 

status of VCEPs and CWPs, to avoid any 

misinterpretation. Examples include 

whether such entities should be allowed to 

carry out regulated financial activities at the 

same time as carrying out virtual currency 

transactions.  

The EBA highlights the need for clarity on 

how competent authorities should carry out 

fit and proper tests for VCEPs and CWPs, as 

well as the proposed licensing and 

registration regime. 

Together with the opinion, the EBA 

published a press release summarising the 

key recommendations. 

Tackling the hidden economy 

HMRC published three consultations on 

tackling the ‘hidden economy’, on 26 August 

2016. HMRC defines the hidden economy as 

businesses that fail to register for tax, and 

individuals who fail to declare a source of 

income that should be taxed. HMRC 

estimates that these activities cost the 

http://www.fsb.org/wp-content/uploads/Corporate-governance-peer-review-press-release.pdf
http://www.bankofengland.co.uk/pra/Documents/about/diversityletter120816.pdf
http://www.bankofengland.co.uk/pra/Documents/about/diversityletter120816.pdf
http://www.g20.org/English/Documents/Current/201608/P020160815367677087798.pdf
http://www.g20.org/English/Documents/Current/201608/P020160815367677087798.pdf
http://www.g20.org/English/Documents/Current/201608/P020160815367677087798.pdf
http://www.g20.org/English/Documents/Current/201608/P020160815367677087798.pdf
http://ec.europa.eu/justice/criminal/document/files/aml-directive_en.pdf
http://www.eba.europa.eu/documents/10180/1547217/EBA+Opinion+on+the+Commission%E2%80%99s+proposal+to+bring+virtual+currency+entities+into+the+scope+of+4AMLD
http://www.eba.europa.eu/-/eba-publishes-an-opinion-on-the-commission-s-proposal-to-bring-virtual-currency-entities-in-the-scope-of-the-anti-money-laundering-directive
https://www.gov.uk/government/collections/proposals-to-tackle-the-hidden-economy
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government £6.2bn in lost revenue in 

2013/14. 

HMRC suggests new ways to tackle the 

hidden economy, promote tax compliance 

and create a level playing field for UK 

businesses. Its first consultation puts 

forward the principle of conditionality. 

HMRC proposes to make access to business 

services or licences conditional on tax 

registration.  

HMRC’s second consultation focuses on 

sanctions, exploring the potential for new 

penalties and sanctions to tackle hidden 

economy activities. HMRC seeks views on 

how to ensure new sanctions are designed 

fairly and effectively to deter hidden 

economy activity. 

Finally, HMRC’s third consultation seeks 

feedback on a proposed extension of data-

gathering powers to money service 

businesses (MSBs). Under the proposal, 

MSBs would provide HMRC with customer 

data they hold to help identify non-

compliant customers trading in the hidden 

economy. 

The consultations close on 21 October 

2016. 

Financial stability 
Structural reform needed in the 
eurozone 

The ECB published Increasing resilience 

and long-term growth: the importance of 

sound institutions and economic structures 

for euro area countries and EMU on 2 

August 2016. The report shows there is a 

significant gap between the quality of 

national institutions (defined as the set of 

rules and policies to deliver a level playing 

field, sound economic incentives and 

efficient provision of public goods) and the 

efficiency of economic structures between 

most euro area countries and the best 

performing members of the OECD. 

The report surveys existing literature on the 

impact of product and market reform on 

countries' productivity and growth 

potential. It finds high indebtedness 

constrains economic resilience and suggests 

structural reform is critical for wages to 

adjust in response to unemployment. The 

report concludes that progress toward 

reform in the euro area has been modest 

since the inception of EMU and progress 

slowed in countries in adjustment 

programmes since their adjustment 

programmes ended. 

Reporting progress to G20 leaders 

The FSB published a letter Building a 

resilient and open global financial system 

to support sustainable cross-border 

investment addressed to G20 leaders on 30 

August 2016. The report highlights the 

progress of the G20 reforms and issues that 

still need to be resolved.   

For 2016, the FSB’s priorities included: 

promoting resilient market-based finance, 

market infrastructure, monitoring financial 

technology innovations and other reforms. 

The FSB acknowledges the financial system 

has changed significantly since the financial 

crisis. It observes that funds raised through 

capital markets and assets managed by asset 

managers have grown significantly. This has 

reduced reliance on bank-based finance, 

adding welcome diversity to the financial 

system. The FSB plans to finalise its 

recommendations for addressing the 

stability of asset management activities by 

the end of 2016.  

In early 2017, the FSB is planning to issue a 

consultation paper on the strategies and 

tools for CCP resolution. The Basel 

Committee also aims to finalise the Basel III 

framework by early 2017. The FSB requests 

the continued support of G20 leaders to 

make market-based finance resilient and for 

the timely implementation of CCP 

resolution and post-crisis reforms.  

Other areas of focus the FSB highlights are 

misconduct risks, correspondent banking, 

climate-related financial disclosures and 

stability impacts of financial technology. 

The FSB aims to publish reports on these 

areas by the end of 2016 or early 2017. 

Enhancing international financial 
architecture 

The G20 published G20 International 

Financial Architecture (IFA) Working 

Group 2016 Final Report on 15 August 

2016. This is in response to a request from 

G20 leaders to report back on work to 

progress the G20 agreement that ‘a stable 

and resilient international financial 

architecture is a key element to foster 

strong, sustainable and balanced growth, as 

well as financial stability’. The IFA Working 

Group calls for enhanced surveillance and 

monitoring of emerging and cross-border 

risks. As part of this work, BIS published a 

report outlining tools for assessing financial 

developments, Identifying and tracking 

financial risks: BIS contributions. The tools 

include international banking statistics - a 

dataset that presents multiple perspectives 

on the evolution of banks’ international 

positions, global liquidity indicators and 

early warning indicators of financial crisis 

risks.  

The IFA Working Group supports ongoing 

work to gain a clearer understanding of 

trends in capital flows and stocks and of 

international exposures, especially through 

enhanced data collection to better 

understand the dynamics of currency flows 

and identify currency and maturity 

mismatches. It recommends developing 

local currency bond markets and further 

work to explore state contingent debt 

instruments such as GDP-linked sovereign 

bonds. The BoE and others contributed a 

paper in support of this aim: Making a 

reality of GDP-linked sovereign bonds. 

In addition, the IFA Working Group calls 

for continued work on the IMF toolkit such 

as increasing the usability of precautionary 

instruments, more effective cooperation 

between the IMF and ‘regional financing 

arrangements’, providing support to 

commodity exporting countries and 

supporting countries facing non-financial 

https://www.gov.uk/government/consultations/tackling-the-hidden-economy-conditionality
https://www.gov.uk/government/consultations/tackling-the-hidden-economy-sanctions
https://www.gov.uk/government/consultations/tackling-the-hidden-economy-extension-of-data-gathering-powers-to-money-service-businesses
http://www.ecb.europa.eu/pub/pdf/other/eb201605_article03.en.pdf
http://www.ecb.europa.eu/pub/pdf/other/eb201605_article03.en.pdf
http://www.ecb.europa.eu/pub/pdf/other/eb201605_article03.en.pdf
http://www.ecb.europa.eu/pub/pdf/other/eb201605_article03.en.pdf
http://www.fsb.org/wp-content/uploads/FSB-Chair’s-letter-to-G20-Leaders-in-advance-of-their-meeting-in-Hangzhou-on-4-5-September..pdf
http://www.fsb.org/wp-content/uploads/FSB-Chair’s-letter-to-G20-Leaders-in-advance-of-their-meeting-in-Hangzhou-on-4-5-September..pdf
http://www.fsb.org/wp-content/uploads/FSB-Chair’s-letter-to-G20-Leaders-in-advance-of-their-meeting-in-Hangzhou-on-4-5-September..pdf
http://www.fsb.org/wp-content/uploads/FSB-Chair’s-letter-to-G20-Leaders-in-advance-of-their-meeting-in-Hangzhou-on-4-5-September..pdf
http://www.g20.org/English/Documents/Current/201608/P020160815362591309719.pdf
http://www.g20.org/English/Documents/Current/201608/P020160815362591309719.pdf
http://www.g20.org/English/Documents/Current/201608/P020160815362591309719.pdf
http://www.g20.org/English/Documents/Current/201608/P020160811539681780152.pdf
http://www.g20.org/English/Documents/Current/201608/P020160811539681780152.pdf
http://www.g20.org/English/Documents/Current/201608/P020160819308909135134.pdf
http://www.g20.org/English/Documents/Current/201608/P020160819308909135134.pdf
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shocks, such as the current refugee crisis. It 

also recommends that the G20 reaffirms its 

commitment to a strong, quota-based and 

adequately resourced IMF. Finally, the IFA 

Working Group suggests further work to 

improve the debt restructuring processes. 

EC launches review of macro-
prudential framework 

The EC published Consultation Document: 

Review of The EU Macro-Prudential Policy 

Framework on 1 August 2016. It is using 

the consultation to prepare for a review of 

the EU macro-prudential policy framework. 

The review aims to enhance the ESRB’s 

institutional and analytical capabilities for 

monitoring risks outside of the banking 

sector. It also focuses on the design and 

interaction of macro-prudential 

instruments and their activation procedures 

as set out in CRR/CRD IV. This aspect of 

the review considers: 

 the macro-prudential application of 

micro-prudential instruments  

 the focus and scope of activity-based 

instruments 

 the focus and scope of institution-based 

instruments 

 the adequacy of the current perimeter of 

EU macro-prudential instruments for 

banks 

 the activation mechanisms for these 

instruments 

 the mechanisms for coordination within 

the Banking Union 

 the reciprocity of EU macro-prudential 

instruments.  

The review also covers the role and mandate 

of the ESRB, its powers and its 

organisational structure. The EC asks for 

comments on a proposal to grant the ESRB 

‘soft power’ tools and whether the ESRB’s 

mandate and tasks are appropriate to 

ensure efficient coordination of macro-

prudential policies in the EU. 

It welcomes comments by 24 October 

2016. 

MPC cuts rates, boosts QE 

On 4 August the BoE published Monetary 

Policy Summary and minutes of the 

Monetary Policy Committee meeting 

ending on 3 August 2016. At its meeting the 

MPC voted for a package of measures to 

support growth and achieve a sustainable 

return of inflation to target. The package 

includes: 

 a 25 basis point reduction in the Bank 

Rate to 0.25% 

 a new Term Funding Scheme to 

reinforce the pass-through of the cut in 

Bank rate 

 the purchase of up to £10bn of UK 

corporate bonds 

 an expansion of the asset purchase 

scheme for UK government bonds of 

£60bn.  

The MPC’s minutes show the outlook for 

growth in the short to medium term had 

deteriorated markedly. The MPC predicts 

the fall in sterling will lead to an increase in 

inflation in the near term and the UK is 

likely to see little growth in GDP in the 

second half of 2016. In Q2 2016, UK GDP is 

estimated to have grown by 0.6%, stronger 

than the 0.4% growth registered in Q1 2016. 

The MPC intends to provide stimulus to the 

economy at the cost of a temporary period 

of above-target inflation. 

MPC clears path to more easing 

The MPC released its Inflation Report 

August 2016 on 4 August 2016. The report 

details the monetary policy package 

designed by the MPC to support the UK 

economy. The MPC reviewed developments 

in the UK and global economy and looks at 

factors affecting the prospects for long-term 

supply following the EU referendum result. 

These include: 

 a reduction in foreign direct investment 

could lead to lower adoption of new 

technologies, reducing productivity 

 a reduction in the potential market 

available to firms that could hamper 

their ability to specialise and exploit 

their comparative advantage 

 reduced openness could impact 

competition, affecting productivity 

 a reduction in openness to capital flows 

could make it harder for productive 

projects to attract funding 

 changes in the composition of demand 

for UK output may see a transfer from 

high to low productivity sectors.  

The report evaluates the supply side of the 

economy, describes cost pressures and 

outlines developments in the global 

economy and financial markets.  

Mark Carney, Governor of the BoE, gave his 

view on the economic outlook in his 

Opening Remarks at a conference to launch 

the report. He said the MPC expects several 

factors to weigh on investment in the near 

term and on employment and consumer 

spending in the medium term. These 

include a protracted period of heightened 

uncertainty, weaker activity in residential 

and commercial real estate markets, and a 

higher cost of capital for UK-focused firms. 

He said the MPC expects GDP growth will 

be 2.2% lower by the forecast period than 

was the case in May 2016. He added the 

MPC expects the unemployment rate to 

increase from 4.9% to 5.5% over the next 

two years. 

Carney said all the elements in the BoE's 

recent package of measures to boost the 

economy have scope to be increased. He 

said the MPC could lower the Bank Rate, 

increase the size of the term funding scheme 

or expand the scale and variety of assets 

held in the asset purchase facility. He added 

that if incoming data prove to be broadly 

consistent with the August inflation report 

forecast, a majority of MPC members 

http://ec.europa.eu/finance/consultations/2016/macroprudential-framework/docs/consultation-document_en.pdf
http://ec.europa.eu/finance/consultations/2016/macroprudential-framework/docs/consultation-document_en.pdf
http://ec.europa.eu/finance/consultations/2016/macroprudential-framework/docs/consultation-document_en.pdf
http://www.bankofengland.co.uk/publications/minutes/Documents/mpc/pdf/2016/aug.pdf
http://www.bankofengland.co.uk/publications/minutes/Documents/mpc/pdf/2016/aug.pdf
http://www.bankofengland.co.uk/publications/minutes/Documents/mpc/pdf/2016/aug.pdf
http://www.bankofengland.co.uk/publications/minutes/Documents/mpc/pdf/2016/aug.pdf
http://www.bankofengland.co.uk/publications/Documents/inflationreport/2016/aug.pdf
http://www.bankofengland.co.uk/publications/Documents/inflationreport/2016/aug.pdf
http://www.bankofengland.co.uk/publications/Documents/inflationreport/2016/irspnote040816.pdf


         
Executive summary FCA ripples go 

beyond dark pools 
G20 summit: 
regulatory clarity at 
last? 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

FS regulatory, accounting and audit bulletin – September 2016 PwC  16 

anticipate a further cut in Bank Rate this 

year. 

BoE promotes tweaks to leverage ratio 

Minouche Shafik, Deputy Governor for 

Markets and Banking at the BoE, delivered 

a speech entitled Remarks given as a 

discussant of ‘Passthrough Efficiency in the 

Fed’s new Monetary Policy Setting’ by 

Darell Duffie and Arvind Krishnamurthy 

on 26 August 2016. She suggested ways in 

which the leverage ratio could be modified 

to reduce unintended consequences, in line 

with the FPC's recent recommendations. 

She said that if central bank reserves are 

included in the leverage exposure measure 

banks may be deterred from accepting 

deposits, potentially reducing competition. 

If central bank reserves are excluded from 

the measure it would give banks somewhere 

to place their funds without affecting the 

leverage ratio adversely. Shafik also cited 

three ways in which central banks have 

changed how they operate in money 

markets: 

 becoming more flexible in how changes 

in the policy rate are implemented such 

as the Fed’s reverse repo facility 

 expanding access and use of liquidity 

facilities as the BoE did before the UK’s 

EU referendum 

 working to ensure the vital 

infrastructure of money markets such as 

work undertaken by the Fed and the 

BoE to enhance risk free benchmarks 

rates. 

Shafik drew attention to the BoE’s Term 

Funding Scheme as a potential solution to 

the global problem of lower interest rates 

making it difficult for banks to pass rate 

cuts onto customers. 

ESMA on navigating choppy waters 

ESMA published its second Report on 

Trends, Vulnerabilities and Risks of the 

year, on 30 August 2016. It identifies 

worrying trends through the first half of 

2016 that it says were exacerbated by the 

uncertainty unleashed by the UK’s vote on 

EU membership. ESMA describes the 

extreme valuation fluctuations and market 

volatility since January 2016, and notes that 

turbulence continues in the equity, bond 

and currency markets.  

The disruptions were especially pronounced 

in the asset management sector, evidenced 

by deterioration of equity and commodity 

fund returns, with the Brexit vote extending 

a longer-term trend of UK fund outflows. 

This was particularly marked in the retail 

fund market which saw multiple funds 

forced to suspend redemptions. Returns 

remain depressed across instrument types, 

from money market funds to funds pursuing 

alternative strategies. ESMA paints a 

slightly better picture for securities markets 

due to some good news around securities 

lending and debt instruments. But EU 

equities markets saw notable declines.  

ESMA provides in-depth analysis of a few 

key vulnerabilities, and while it avoids 

presenting final conclusions or 

recommending specific regulatory actions, it 

does note concerns in the following areas 

and promises continued review: 

 use of synthetic leverage by investment 

funds 

 design of circuit breakers 

 corporate bond liquidity 

 effectiveness of proxy advisor 

 quantifying financial innovation's 

negative externalities.  

ESMA's focus on derivatives activity by 

investment funds is especially notable since 

the US has already proposed tougher 

requirements, an approach that IOSCO 

believes should be applied more globally. 

Reviewing macro-prudential policy 
making  

The IMF, FSB and BIS jointly published 

Elements of Effective Macro-prudential 

Policies – lessons from international 

experience on 31 August 2016. The 

organisations take stock of the international 

experience in developing and implementing 

macro-prudential policies since the 

financial crisis ahead of the G20 summit in 

September 2016. They observe that, 

prompted by the crisis, many countries 

introduced frameworks to limit systemic 

risks that could otherwise disrupt the 

financial system. Such risks may build up 

over time or arise from structural 

weaknesses associated with the distribution 

of risk within the financial system. 

They identify a number of elements and 

practices that are useful for effective macro-

prudential policy making, including: 

 a clear mandate for assigning 

responsibility to macro-prudential 

policy decisions  

 sufficient institutional foundations for 

macro-prudential policy frameworks 

 well-defined objectives and powers that 

foster the ability to act 

 transparency and accountability 

mechanisms establishing legitimacy and 

action 

 measures to promote domestic authority 

cooperation and information sharing 

 a comprehensive framework for 

monitoring systemic risk 

 a range of policy tools to address 

systemic risk 

 calibration of policy responses to risks, 

including consideration of costs and 

benefits together with evaluating 

effectiveness. 

In addition to the policy elements, the 

report includes data and examples on the 

effectiveness of the macro-prudential tools. 

Market-based finance 
Regulators talk crowdfunding 

The TC published correspondence between 

the FCA and PRA on crowdfunding 

regulation on 4 August 2016. TC Chairman 

http://www.bankofengland.co.uk/publications/Documents/speeches/2016/speech918.pdf
http://www.bankofengland.co.uk/publications/Documents/speeches/2016/speech918.pdf
http://www.bankofengland.co.uk/publications/Documents/speeches/2016/speech918.pdf
http://www.bankofengland.co.uk/publications/Documents/speeches/2016/speech918.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-sees-risk-outlook-deteriorate-eu-securities-markets
https://www.esma.europa.eu/press-news/esma-news/esma-sees-risk-outlook-deteriorate-eu-securities-markets
http://www.imf.org/external/np/g20/pdf/2016/083116.pdf
http://www.imf.org/external/np/g20/pdf/2016/083116.pdf
http://www.imf.org/external/np/g20/pdf/2016/083116.pdf
http://www.parliament.uk/business/committees/committees-a-z/commons-select/treasury-committee/news-parliament-2015/crownfunding-regulation-chairs-statement-16-17/
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Andrew Tyrie is concerned about the risks 

to consumers, suggesting Government tax 

incentives to promote crowdfunding might 

encourage some consumers to use 

inappropriate products. 

Tracey McDermott, then Acting Chief 

Executive of the FCA, explained the FCA’s 

and firms’ responsibilities in the 

crowdfunding sector. She saw benefits to 

consumers in crowdfunding but also 

increased risks that need to be mitigated. 

This will continue to be an area of focus for 

the regulator. In July 2016 the FCA 

published a call for input on its 

crowdfunding rules.  

Andrew Bailey, then Deputy Governor for 

Prudential Regulation at the BoE, explained 

the PRA’s monitoring focuses on banks’ 

exposure to new asset classes rather than 

the crowdfunding sector’s risk resilience.  

Crowdfunding currently makes up a small 

percentage of lending but is a growing asset 

class. Because the crowdfunding market is 

relatively undeveloped, there is not 

sufficient evidence to explain how it would 

cope under higher interest rates or other 

market scenarios, he said. Bailey added the 

PRA will continue to monitor activity and 

any emerging risks in the sector. 

LSE launches rupee-denominated bond 

The LSE's successful launch of the first 

rupee-denominated bond listed outside of 

India on 1 August 2016 underscores some of 

the structural advantages London may 

continue to enjoy as a financial centre even 

post-Brexit. The Indian-based Housing 

Development Finance Corporation's choice 

of the London market for the bond listing 

appears to have been validated as it was 

four times oversubscribed with significant 

interest from Asian-based investors. The 

liquidity of London's capital markets and 

diversity of its investor base contributed to 

the choice of venue, and presumably played 

a role in its successful close of 30 billion 

Indian Rupees (equivalent to $450m).  

At least for now, the bond issuance 

demonstrates that London remains an 

important platform for developing market 

firms in their pursuit of global financing, 

and officials in both the UK and India 

signalled that London would remain a key 

part of India's continued infrastructure 

development. London's ability to remain 

globally competitive will be strengthened if 

it is able to launch investment products that 

help companies minimise Forex risk by 

gaining global exposure while retaining 

domestic currency denomination. 

Market infrastructure 
Considering resolution for CCPs 

The FSB released Essential Aspects of CCP 

Resolution Planning - Discussion Note on 

16 August 2016. The FSB builds on its Key 

Attributes of Effective Resolution Regimes 

for Financial Institutions and related 

guidance which outline the tools to be used 

in resolution. It discusses how those tools 

can be used or combined to develop 

strategies for the effective resolution of 

CCPs. The FSB covers the following topics: 

 objectives of CCP resolution 

 resolution strategies 

 timing of entry into resolution 

 adequacy of financial resources in 

resolution 

 tools to return to a matched book 

 allocation of losses in resolution 

 non-default losses 

 application of the ‘no creditor worse off’ 

safeguard 

 equity exchange in resolution 

 cross-border cooperation 

 cross-border effectiveness of resolution 

actions. 

The FSB invites comments by 17 October 

2016. It intends to consult on more specific 

granular guidance by early 2017. 

Reporting progress on CCPs 

The FSB, the Basel Committee, the 

Committee on Payments and Market 

Infrastructures and IOSCO jointly published 

their Progress Report on the CCP Workplan 

on 16 August 2016. The committees 

summarise the progress made to enhance 

the resilience, recovery planning and 

resolution of CCPs and set out timelines for 

expected deliverables. They indicate that 

most of the work is taking place in 2016 but 

with some work extending into 2017.  

The committees indicate that the CPMI and 

IOSCO plan to conduct in 2017 a follow-up 

review of CCPs’ progress in addressing the 

most important issues identified by their 

report, also published on 16 August 2016, 

on the assessment of selected CCPs’ 

implementation of the Principles for FMI. 

They intend a to issue finalised report 

providing more granular guidance for CCP 

resilience and recovery in H1 2017. They 

plan to publish a draft framework for 

supervisory stress testing at the same time.  

The committees also report that the FSB 

intends to publish a proposal for more 

granular guidance on CCP resolution early 

in 2017 with the aim of finalising that 

guidance at the G20 Summit in July 2017.  

They note that the study group tasked with 

identifying interdependencies between 

CCPs and their direct members, indirect 

members, investment counterparties, 

liquidity providers and other financial 

institutions plans to report its findings in 

early 2017. The committees report that they 

are continuing to address market 

participants’ concerns over the potentially 

adverse impact of the leverage ratio 

framework’s treatment of client-cleared 

derivative transactions and the ability of 

clearing member banks to provide clearing 

services. They intend to commence a further 

assessment of central clearing incentives in 

http://www.fca.org.uk/your-fca/documents/call-input-crowdfunding
https://www.gov.uk/government/news/world-first-masala-bond-launches-on-london-stock-exchange
https://www.gov.uk/government/news/world-first-masala-bond-launches-on-london-stock-exchange
http://www.fsb.org/wp-content/uploads/Essential-Aspects-of-CCP-Resolution-Planning.pdf
http://www.fsb.org/wp-content/uploads/Essential-Aspects-of-CCP-Resolution-Planning.pdf
http://www.fsb.org/2014/10/r_141015/
http://www.fsb.org/2014/10/r_141015/
http://www.fsb.org/2014/10/r_141015/
http://www.fsb.org/wp-content/uploads/Progress-Report-on-the-CCP-Workplan.pdf
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Q1 2017 and issue a final report by the end 

of 2017. 

Guiding CCP resilience and recovery 

The Committee on Payments and Market 

Infrastructures (CPMI) and IOSCO 

published their Consultative report - 

Resilience and recovery of CCPs: Further 

guidance on the Principles for FMIs 

together with a related cover note on 16 

August 2016. The report sets out guidance 

in six areas: 

 governance and disclosure relating to 

CCPs’ risk management framework 

 credit and liquidity stress testing 

 coverage of credit and liquidity resource 

requirements 

 margin 

 CCPs’ contribution of their own financial 

resources to losses 

 recovery planning. 

They also ask for further input on the need 

for additional guidance on the role of risk 

committees, governance and the 

organisational (legal) structure of CCPs, the 

allocation of default fund requirements 

among clearing participants and the 

composition of prefunded financial 

resources. 

The consultation closes on 18 October 

2016. CPMI and IOSCO intend to publish a 

final version of the report in 2017 and 

expect implementation by CCPs no later 

than the end of 2017. 

Shortcomings identified in CCP 
recovery plans 

The Committee on Payments and Market 

Infrastructures (CPMI) and IOSCO 

published Implementation monitoring of 

Principles for FMIs: Level 3 assessment – 

Report on the financial risk management 

and recovery practices of ten derivatives 

CCPs on 16 August 2016. They observe that 

CCPs have made ‘important and 

meaningful’ progress in implementing 

arrangements consistent with the financial 

risk management and recovery standards of 

the Principles for FMIs. But the CPMI and 

IOSCO identify some gaps, particularly in 

the areas of recovery planning and credit 

and liquidity risk management. They find 

some CCPs have not yet put in place 

sufficient policies and procedures to ensure 

they maintain the required level of financial 

resources on an ongoing basis. This includes 

adequate arrangements to ensure a prompt 

return to the target level of margin to cover 

participants’ exposures in the event of a 

breach occurring. They also note that some 

CCPs do not include sufficient liquidity-

specific scenarios in their liquidity stress 

tests.  

The CPMI and IOSCO consider these issues 

are of serious concern and recommend that 

CCPs address them with the ‘highest 

priority’. They intend to conduct a follow-up 

review to check if the most serious issues 

have been addressed in early 2017. The 

CPMI and IOSCO aim to cover a wider 

range of CCPs and product classes than in 

this review. 

Promoting infrastructure and SME 
financing 

The G20 and OECD Guidance note on 

diversification of financial instruments for 

infrastructure and SMEs was published on 

15 August 2016. The note contains policy 

recommendations to assist governments 

mobilise private funding for infrastructure 

and SMEs. The recommendations cover: 

 diversification of financing instruments 

and risk allocation 

 equity instruments for the financing of 

infrastructure 

 engaging institutional investors and 

capital markets 

 developing infrastructure as an asset 

class 

 financing SMEs. 

The note was prepared for endorsement at 

the G20 Leaders’ Summit in September 

2016. 

EURIBOR becomes first critical 
benchmark 

The EC published Implementing Regulation 

(EU) 2016/1368 on 11 August 2016, 

designating the EURIBOR as the first 

critical benchmark under the new BMR.  

Under BMR, critical benchmarks such as 

EURIBOR meet one of the following 

conditions:  

 the total value of financial instruments 

and financial contracts referencing the 

benchmark is at least €500bn 

 the benchmark is recognised as critical 

in the Member State the majority of its 

contributors is located 

 the total value of financial instruments 

and financial contracts referencing the 

benchmark is at least €400bn; this 

benchmark has no, or very few, 

appropriate market-led substitutes; and 

its cessation would have significant 

adverse impacts. 

EURIBOR is referenced in financial 

contracts worth more than €180,000bn, 

€1,000bn of which cover retail mortgages 

alone.  

As the administrator of a critical 

benchmark, European Money Markets 

Institute (EMMI) must implement the most 

stringent governance and controls 

requirements, including annual external 

audits. BMR gives regulators the authority 

to prevent EMMI from ceasing to provide 

EURIBOR. Regulators can also require 

supervised EU contributors, including those 

which are not currently contributors, to 

submit input data to EURIBOR for up to 24 

months. 

http://www.iosco.org/library/pubdocs/pdf/IOSCOPD539.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD539.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD539.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD538.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD538.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD538.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD538.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD538.pdf
http://www.oecd.org/daf/fin/private-pensions/G20-OECD-Guidance-Note-Diversification-Financial-Instruments.pdf
http://www.oecd.org/daf/fin/private-pensions/G20-OECD-Guidance-Note-Diversification-Financial-Instruments.pdf
http://www.oecd.org/daf/fin/private-pensions/G20-OECD-Guidance-Note-Diversification-Financial-Instruments.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016R1368&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016R1368&from=EN
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The designation entered into force on 12 

August 2016. BMR applies as of 1 January 

2018. 

Reviewing EONIA 

The European Money Markets Institute 

(EMMI) issued a CP on enhancements to 

the EONIA benchmark on 8 August 2016. 

The CP contains three questions on the use 

of the benchmark as well as potential 

options for contingency triggers and 

fallback arrangements required by the new 

BMR.  

The Brussels-based administrator also 

announced the launch of a phased review to 

ensure that EONIA remains compliant with 

the IOSCO Principles for Financial 

Benchmarks and BMR. During phase one, 

EMMI intends to review EONIA's 

governance framework and methodology. 

This will include the implementation of a 

code of conduct and code of obligations for 

panel banks which must be compliant by the 

time this initial phase ends in late 2016. 

During phase two, EMMI plans to conduct 

an extensive data collection and analysis of 

the unsecured short-term money market to 

ensure the benchmark remains robust and 

reliable. This phase is expected to start later 

this year and extend into 2017. The 

consultation closed on 5 September 2016. 

Harmonising product identifiers for 
OTC derivatives 

The BIS Committee on Payments and 

Market Infrastructures (CPMI) and IOSCO 

released a second consultation on 

Harmonisation of the Unique Product 

Identifier (UPI) on 18 August 2016.  

The bodies propose the format and content 

for a global UPI to identify OTC derivative 

products reported to trade repositories 

(TRs). The UPI refers to the code and the 

reference data associated with the OTC 

product. They propose that reference data 

be jurisdiction neutral, unique to each 

product, and consistent regardless of asset 

class. The consultation contains a detailed 

list of the suggested data elements intended 

to provide sufficient granularity in 

anticipation of jurisdictions extending 

reporting requirements to other products. 

The FSB plans to consult separately on the 

governance structure and implementation 

of UPIs. The consultation closes on 30 

September 2016. The CPMI and IOSCO 

aim to publish final guidance later in 2016. 

Progress towards sterling RFR 

The BoE published the Minutes of the 

Meeting of the Working Group on Sterling 

Risk-Free Reference Rates (RFR) on 11 

August 2016 (the meeting was held on 30 

June 2016).  

The individuals leading a work stream on 

the adoption of an RFR reported on 

proposed next steps. The RFR work stream 

intends to outline the risk management 

benefits of RFR swaps for the sterling 

market and the implications on bank capital 

requirements, specifically interest rate risk 

in the banking book Pillar II capital. In 

addition to meeting with experts on hedge 

accounting to agree an approach with IASB, 

the team plans to collaborate with PRA 

experts on EIOPA RFRs. Finally, to obtain 

market input, the team intends to engage 

with providers of RFR-linked securities.  

The minutes also provide details on a 

proposal from LSE Group, LCH, and 

Euroclear to produce a secured benchmark.  

The working group plans to meet at four to 

five week intervals until the BoE releases its 

consultation paper on the design of the 

unsecured benchmark. The release date is 

yet to be announced. 

Derivatives reform marches on 

The FSB published OTC Derivatives Market 

Reforms: Eleventh Progress Report on 

Implementation on 26 August 2016. The 

report highlights that derivatives reform 

continues to progress globally with the EU 

jurisdictions generally leading the way. 

The EU is further along than many Asian 

jurisdictions in terms of transaction 

reporting and central clearing requirements, 

but it lags behind the US in the key area of 

bilateral margin. While the US met the 

FSB's target date of 1 September 2016 for 

the start of bilateral exchange of margin for 

non-centrally cleared derivatives, the EU 

delayed the start of these requirements until 

Q1 2017. Likewise, the EU will only start 

imposing mandatory exchange trading of 

certain derivatives classes with the 

implementation of MiFID II in January 

2018, while the US has already 

implemented this element of the G20 

agenda.  

From a global perspective, the FSB 

highlights the overwhelming success of OTC 

derivatives reform. This is because all major 

trading jurisdictions have, at the very least, 

reached the stage of proposing regulation 

for all of the major components of reform. 

MiFID II 
Awaiting ESMA guidance on MiFID II 

The FCA published Minutes of the MiFID II 

implementation: Trade Association 

Roundtable, May 2016 on 3 August 2016. 

The FCA responded to concerns on 

systematic internaliser (SI) calculations, 

investment research, market data and 

record keeping. 

The FCA expects ESMA to provide 

interpretive Q&As to give firms additional 

help on the definitions of asset classes and 

subclasses for SI calculation purposes soon. 

The FCA believes that ESMA will complete 

level three work on investment research, 

and requested further detail from attendees 

on where clarification is needed. 

Trade associations also raised concerns over 

pricing of market data and record keeping 

requirements. The FCA did not provide 

more detail on expected ESMA actions but 

expects to run a further workshop in the 

final quarter of 2016 on authorisations and 

variation of permissions. 

http://www.emmi-benchmarks.eu/assets/files/D0200E-2016-Eonia%20Consultation%20Paper.pdf
http://www.emmi-benchmarks.eu/assets/files/D0200E-2016-Eonia%20Consultation%20Paper.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD541.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD541.pdf
http://www.bankofengland.co.uk/markets/Documents/sterlingoperations/rfr/2016/minutes30june16.pdf
http://www.bankofengland.co.uk/markets/Documents/sterlingoperations/rfr/2016/minutes30june16.pdf
http://www.bankofengland.co.uk/markets/Documents/sterlingoperations/rfr/2016/minutes30june16.pdf
http://www.fsb.org/wp-content/uploads/OTC-Derivatives-Market-Reforms-Eleventh-Progress-Report.pdf
http://www.fsb.org/wp-content/uploads/OTC-Derivatives-Market-Reforms-Eleventh-Progress-Report.pdf
http://www.fsb.org/wp-content/uploads/OTC-Derivatives-Market-Reforms-Eleventh-Progress-Report.pdf
http://www.fca.org.uk/static/documents/mifid-ii-ta-roundtable-minutes-260516.pdf
http://www.fca.org.uk/static/documents/mifid-ii-ta-roundtable-minutes-260516.pdf
http://www.fca.org.uk/static/documents/mifid-ii-ta-roundtable-minutes-260516.pdf
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FCA updates status of MiFID II 

The FCA issued the minutes of its MiFID II 

Implementation – Trade Association 

Roundtable, a subsequent event held on 3 

August 2016, providing a status update on 

level 2 and level 3 measures. The FCA 

reports the EC has adopted all but three of 

the remaining MiFID II RTS. These concern 

indirect clearing, position limits and the 

ancillary exemption for commercial firms 

trading commodity derivatives. Some of the 

recently adopted RTS are subject to an 

extended three-month scrutiny period 

ending in October 2016 because the EC 

amended ESMA’s original final drafts. The 

FCA anticipates that the remaining 

commodities RTS will also follow the same 

path. Several ITS providing forms and 

templates for authorisation and passporting 

applications are also still pending. The FCA 

reports that ESMA is planning to publish a 

new draft RTS for package transactions at 

the end of February 2017.  

The FCA indicates that ESMA is already 

developing level 3 guidance and Q&As on 

investor protection, secondary markets, 

commodity derivatives and market data. 

The EC plans to publish guidance on best 

execution, suitability, appropriateness, 

taping and independent advice after the 

summer. A discussion paper is under 

development for derivatives trading 

obligation, as are guidelines on trading halts 

and management bodies of regulated 

markets. ESMA invites industry suggestions 

on additional topics and prioritisation of 

issues. 

The FCA notes that its earlier decision to 

open the gateway for authorisations in 

January 2017 now depends on the 

completion of the necessary legislation. 

EC adopts MiFIR transaction 
reporting rules 

The EC adopted Regulation (EU) 

supplementing MiFIR with regard to RTS 

for reporting transactions to competent 

authorities together with two related 

annexes on 28 July 2016. The EC published 

them on 22 August 2016.  

MiFIR requires firms to report details of 

transactions in financial instruments no 

later than the end of the following working 

day. The RTS specify further requirements 

applicable to transaction reporting. These 

include clarifying the meaning of a 

transaction, of execution of a transaction as 

well as the point at which the transmission 

of an order is considered complete. The RTS 

also address the designation of a transaction 

and identification of the various parties to 

the transaction.  

The annexes include data standards and 

formats for transaction reporting. Table 2 of 

annex I specifies the details a firm must 

include in its transaction report, which it 

must submit in an electronic and machine-

readable form and in a common XML 

template in accordance with the ISO 20022 

methodology. 

The RTS will come into force 20 days 

following their publication in the Official 

Journal. Most reporting will apply from the 

revised MiFIR application date of 3 January 

2018. 

Algorithmic trading rules finalised 

The EC published COMMISSION 

DELEGATED REGULATION (EU) 

supplementing Directive 2014/65/EU of the 

EP and of the Council with regard to RTS 

specifying the organisational requirements 

of investment firms engaged in algorithmic 

trading on 19 July 2016. Through the 

Regulation, the EC finalises MiFID II rules 

for firms engaged in algorithmic trading and 

those acting as general clearing members.  

The EC’s rules are unchanged from draft 

standards published in September 2015. 

They cover:  

 organisational requirements: the role of 

compliance, training and outsourcing  

 resilience of trading systems: testing, 

surveillance, trader controls and 

business continuity arrangements 

 direct electronic access: controls, 

systems requirements and user due 

diligence 

 firms acting as general clearing 

members: user due diligence, position 

limits and disclosures.  

The standards will enter into force 20 days 

after publication in the Official Journal, but 

will not apply until 3 January 2018. 

Operational resilience 
Lenders outsourcing effectively 

The Lending Standards Board (LSB) 

published its Third Party Outsourcing 

Themed Review on 17 August 2016. The 

objective of the review was to assess 

whether subscribers to the Lending Code 

have adequate systems, processes and 

controls in relation to outsourcing. 

Additional attention was given to incident 

breach notification. Specifically, the LSB 

focused on: 

 governance arrangements  

 design and operational effectiveness of 

the firm's due diligence policies and 

processes when selecting a process to 

outsource, including business 

continuity, data protection and 

processing capacity 

 oversight of third parties through 

assessing controls to ensure compliance 

with regulations and the quality of 

customer service  

 adequacy of management information 

available to the subscriber to monitor 

the third party's performance 

 change frameworks in place to ensure 

that any changes to products, processes 

or systems take into account third party 

impact.  

The LSB found that all seven firms included 

in the review have in place well-structured 

and robust management frameworks for 

https://www.fca.org.uk/sites/default/files/mifid-ii-ta-roundtable-minutes-030816.pdf
https://www.fca.org.uk/sites/default/files/mifid-ii-ta-roundtable-minutes-030816.pdf
https://www.fca.org.uk/sites/default/files/mifid-ii-ta-roundtable-minutes-030816.pdf
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4733-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4733-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4733-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4733-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4733-EN-F1-1-ANNEX-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-4478-EN-F1-1.PDF
https://www.lendingstandardsboard.org.uk/wp-content/uploads/2016/08/third-party-outsourcing.pdf
https://www.lendingstandardsboard.org.uk/wp-content/uploads/2016/08/third-party-outsourcing.pdf
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third party suppliers. It did not identify any 

significant breaches or weaknesses in 

relation to third party supplier 

relationships. But the LSB cautions that the 

review only considered UK outsourced 

arrangements. It notes that most of the 

firms reviewed also have offshore 

arrangements in place and that overseas 

risk is much greater than domestic 

outsourcing. 

Pensions 
Updating the pension redress 
methodology 

The FCA plans to update the methodology 

used to calculate redress due in cases of 

unsuitable advice on transfers from defined 

benefit (DB) occupational pension schemes 

to personal pensions in autumn 2016. In a 

statement released on 3 August 2016, the 

FCA outlines that as the current 

methodology was originally developed in 

the 1990s, it is concerned that it no longer 

achieves the objective of putting consumers 

back in the position they would have been in 

had they stayed in the DB scheme. Any 

changes to the methodology will only apply 

to future redress payments. Following 

consultation, the FCA expects to reach its 

conclusions by spring 2017. 

Recovery and resolution 
FSB sets out resolution priorities 

The FSB published a press release on 18 

August 2016. The FSB released further 

guidance on resolution planning and its fifth 

report to the G20 on progress in resolution 

together with related final guidance papers. 

The FSB also emphasises its priorities for 

2016/17: 

 develop further guidance on CCP 

resolution planning 

 finalise the remaining elements of the 

TLAC standard including guidance on 

the implementation of internal TLAC 

and final proposals on TLAC holdings 

and TLAC disclosures 

 develop further guidance to support the 

resolution planning work of authorities 

and firms including ways in which 

access to FMIs can be maintained in 

resolution and on the operational 

execution of bail-in 

 develop a key attributes assessment 

methodology for insurers and monitor 

implementation of the guidance on 

developing effective resolution strategies 

and plans for systemically important 

insurers. 

Andrew Gracie, Chair of the FSB Cross-

border Crisis Management Group for banks 

and Executive Director for Resolution at the 

BoE, said: ‘We have come a long way in 

making resolution work in practice, and the 

effective implementation of the guidance 

papers released today will be another 

important step in this direction. However, 

the resolvability assessment process results 

for G-SIBs show that challenges remain in a 

number of important areas, where we need 

to undertake renewed efforts during the 

remainder of the year and in 2017 to 

complete the job of ending ‘too-big-to-fail’.’ 

Aggregating guidance on effective 
resolution regimes 

The FSB published the Key Attributes of 

Effective Resolution Regimes for Financial 

Institutions on 24 August 2016. The FSB 

sets out the 12 essential features that should 

be part of the resolution regimes of all 

jurisdictions. The FSB also sets out 

guidance on the implementation of these 

key attributes. This guidance falls into two 

categories:  

 general guidance on the implementation 

of the key attributes 

 sector-specific guidance. 

The FSB originally adopted these key 

attributes in October 2011 and these were 

supplemented by additional guidance in 

October 2014. The FSB has not changed the 

text of the 12 key attributes of 2011. The FSB 

incorporated the newly-adopted guidance as 

annexes into the 2014 version of the key 

attributes document. The FSB expects to 

continue its work to develop further 

guidance as needed to promote the effective 

and consistent implementation of the key 

attributes. 

Non-bank RRP takes centre stage 

The FSB published Resilience through 

resolvability – moving from policy design 

to implementation 5th Report to the G20 on 

progress in resolution on 18 August 2016. 

The FSB reports that it has made 

substantial progress to improve the 

resolvability of G-SIBs but that challenges 

remain. These include the assessment of 

liquidity needs and resources in resolution, 

operationalising bail-in, management 

information systems and continuity of 

access to FMIs.  

But work still remains to put in place 

effective policies and regimes for 

systemically important non-bank financial 

institutions, particularly systemic insurers 

and CCPs. The FSB notes that a number of 

FSB jurisdictions have reformed or are in 

the process of reforming their resolution 

regimes to confer powers on their resolution 

authority to give effect to foreign resolution 

actions. The FSB has also started to evaluate 

the effects of financial reforms to enable the 

G20 to assess whether resolution-related 

reforms are achieving their intended results 

in an effective manner. It indicates that 

qualitative information obtained so far 

suggests some progress has been made. 

Supervision 
TC challenges PRA on disclosure 

The TC called on the PRA to consider 

publishing a disclosure policy clearly stating 

what supervisory information it will and will 

not release to the public. In a press release 

published on 2 August 2016, TC Chairman 

Andrew Tyrie says that such an approach 

would enable the merits of supervisory 

confidentiality to be judged on a consistent 

and transparent basis. As a rule, Tyrie 

believes the PRA should publish supervisory 

http://www.fca.org.uk/news/fca-statement-redress-methodology-pension-transfers
http://www.fsb.org/2016/08/fsb-publishes-further-guidance-on-resolution-planning-and-fifth-report-to-the-g20-on-progress-in-resolution/
http://www.fsb.org/what-we-do/policy-development/effective-resolution-regimes-and-policies/key-attributes-of-effective-resolution-regimes-for-financial-institutions/#1scope
http://www.fsb.org/what-we-do/policy-development/effective-resolution-regimes-and-policies/key-attributes-of-effective-resolution-regimes-for-financial-institutions/#1scope
http://www.fsb.org/what-we-do/policy-development/effective-resolution-regimes-and-policies/key-attributes-of-effective-resolution-regimes-for-financial-institutions/#1scope
http://www.fsb.org/wp-content/uploads/Resilience-through-resolvability-–-moving-from-policy-design-to-implementation.pdf
http://www.fsb.org/wp-content/uploads/Resilience-through-resolvability-–-moving-from-policy-design-to-implementation.pdf
http://www.fsb.org/wp-content/uploads/Resilience-through-resolvability-–-moving-from-policy-design-to-implementation.pdf
http://www.fsb.org/wp-content/uploads/Resilience-through-resolvability-–-moving-from-policy-design-to-implementation.pdf
http://www.parliament.uk/business/committees/committees-a-z/commons-select/treasury-committee/news-parliament-2015/pra-disclosure-policy-chairs-statement-16-17/
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information unless there’s a good reason for 

not doing so.  

Tyrie wrote to Andrew Bailey, former PRA 

Chief Executive, questioning the level of 

supervisory confidentiality. He also raised 

questions on the intrusiveness of regulation, 

and competition and internal modelling.  

In his response, Bailey addressed Tyrie’s 

concerns and explained that the PRA is 

satisfied there is an appropriate balance 

between regulatory confidentiality and 

public disclosure. He also pointed to the 

PRA’s work to support global transparency 

initiatives to improve public disclosures by 

banks. 

FCA's treatment of whistleblowers 

UK Parliament published a letter on 12 

August 2016 from Tracey McDermott, then 

FCA acting chief executive, to Andrew Tyrie, 

Chairman of the TC, relating to the FCA's 

treatment of whistleblowers and 

confidentiality. Tyrie had requested further 

information on the subject following 

concerns over the FCA's treatment of the 

SME Alliance.  

The FCA considers it acted properly by not 

treating the cases presented to it by the 

SME Alliance as whistleblowing matters. As 

every case is different, McDermott outlined 

that determining whether an individual is a 

whistleblower depends on: 

 who the individual is 

 their relationship to the regulated firm 

 the source and nature of the information 

they are providing 

 whether they wish their identity or 

engagement with the FCA to be treated 

as confidential. 

The FCA treats all information 

whistleblowers request to be confidential as 

such, and confirms to whistleblowers that 

unless they wish otherwise, their identities 

and provided information will remain 

confidential. 

The FCA determines on a case-by-case basis 

how to handle information from a source 

which is not considered a whistleblower and 

did not ask for confidential treatment. If in 

doubt, staff can refer to the whistleblowing 

team for specialist guidance. 

EU highlights G20 summit issues 

The Council and the EC published a letter 

addressed to the heads of state and 

government of the EU on the key issues that 

will be discussed at the G20 summit in 

Hangzhou on 4-5 September on 29 August 

2016. They note that financial regulatory 

reform needs to remain high on the G20 

agenda. And they indicate that intended 

revisions to the Basel III framework need to 

be subject to a thorough impact analysis and 

capital requirements must not significantly 

increase in any of the major regions of the 

world. The Basel Committee should 

conclude its work by the end of 2016 to 

ensure regulatory certainty. Other financial 

services related matters the Council and EC 

raise include: 

 the need to push forward on the CCP 

resolution framework 

 that the G20 should analyse the 

combined effects of agreed financial 

reforms to ensure consistency with its 

overall objectives 

 that consistent implementation of TLAC, 

effective cooperation in the event of 

cross-border resolution and finalisation 

of OTC derivative reforms remain 

priorities. 

The Council and the EC also stress the 

importance of continued efforts to combat 

the financing of terrorism and the 

importance of maintaining a strong and 

adequately resourced IMF equipped with an 

‘effective toolbox’. 

Transaction reporting 
Removing transaction reporting 
barriers 

The FSB published a report summarising 

planned actions to remove barriers to 

reporting complete transaction information 

to trade repositories (TRs) on 26 August 

2016. FSB members submitted their 

planned actions to the FSB Chairman in 

June 2016. 

The FSB sets out that its members’ 

responses demonstrate how the 

recommendations of its Peer Review 

Report, published in November 2015, are 

being implemented. 

Planned actions include:  

 legislative amendments to remove the 

need for client consent to be obtained 

for the purposes of complying with 

domestic and foreign reporting 

obligations (Singapore)  

 legislative amendments to allow 

financial institutions to report 

information covered by secrecy law to 

TRs in line with foreign requirements, 

without requesting client consent 

(France) 

 regulatory changes to remove 

challenging conditions for non-primary 

authorities to access data held in TRs 

(US). 

FSB members agreed to remove barriers to 

reporting complete transaction information 

to TRs and accessing such held data by 

authorities by June 2018 at the latest. The 

FSB plans to publish the next progress 

report ahead of the G20 Leaders’ Summit in 

July 2017. The individual responses 

submitted by the FSB member jurisdictions 

can be accessed via the FSB’s website. 

Wholesale markets 
Gauging corporate bond liquidity 

IOSCO proposed draft conclusions on 

corporate bond market liquidity, largely 

debunking industry concerns that liquidity 

is drying up, in Examination of Liquidity of 

the Secondary Corporate Bond Markets on 

5 August 2016. While IOSCO acknowledges 

there is some legitimate concern around 

diminished dealer inventories and trade 

http://www.parliament.uk/documents/commons-committees/treasury/Correspondence/Treasury-Committee-Chair-to-Andrew-Bailey-06-06-16.pdf
http://www.parliament.uk/documents/commons-committees/treasury/Correspondence/Response-from-Andrew-Bailey-30-06-16.pdf
http://www.parliament.uk/documents/commons-committees/treasury/Correspondence/Tracey-McDermott-to-Treasury-Committee-Chair-Whistleblowing-26-05-16.pdf
http://www.consilium.europa.eu/en/meetings/international-summit/2016/09/Letters-to-Heads-on-G20_pdf/
http://www.consilium.europa.eu/en/meetings/international-summit/2016/09/Letters-to-Heads-on-G20_pdf/
http://www.consilium.europa.eu/en/meetings/international-summit/2016/09/Letters-to-Heads-on-G20_pdf/
http://www.fsb.org/2016/08/report-on-fsb-members-plans-to-address-legal-barriers-to-reporting-and-accessing-otc-derivatives-transaction-data/
http://www.fsb.org/2015/11/thematic-review-of-otc-derivatives-trade-reporting/
http://www.fsb.org/2015/11/thematic-review-of-otc-derivatives-trade-reporting/
http://www.fsb.org/2016/08/report-on-fsb-members-plans-to-address-legal-barriers-to-reporting-and-accessing-otc-derivatives-transaction-data/
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD537.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD537.pdf
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sizes, it argues dealers' increased focus on 

agency business and the disruptive role of 

technology has simply changed who 

provides such liquidity and how. It says this 

has not fundamentally altered the scope of 

liquidity. For example, bid-ask spreads have 

narrowed post-crisis, indicating market 

participants don't feel the need to factor in 

liquidity premiums to their spreads. And 

despite consolidation within the dealer 

population, the total number of 

counterparties appears to have increased, 

ensuring a large potential pool of buyers.  

IOSCO finds the diminished role of 

proprietary-based dealers has not hurt 

liquidity because: 

 other market participants, such as asset 

managers, are taking on a bigger role as 

liquidity providers 

 the shift in focus from 'prop' positions to 

an agency model does not prevent 

dealers from providing liquidity 

 technology, and the increased use of 

exchanges, means larger trades can 

more efficiently be broken into smaller 

components 

 dealers are devoting a higher percentage 

of their market-making inventories to 

corporate bonds.  

IOSCO notes the difficulties it had in 

compiling this data, because most 

jurisdictions lack transparency measures 

over the OTC market and data aggregation 

across jurisdictions has been difficult.   

Consequently, IOSCO is consulting on its 

conclusions, especially around quoting 

behaviour and unexecuted orders. The 

consultation closes on 30 September 

2016. 

 

 



         
Executive summary FCA ripples go 

beyond dark pools 
G20 summit: 
regulatory clarity at 
last? 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

FS regulatory, accounting and audit bulletin – September 2016 PwC  24 

In this section: 

Regulation 24 
Capital and liquidity 24 
Conduct 25 
Competition 25 
Market infrastructure 26 
Payments 26 
Recovery and resolution 27 
Supervision 29 
 

 

 

 

 

 

Regulation 

Capital and liquidity 
EBA releases G-SIIs indicator data 

The EBA published indicators from 36 G-

SIIs in the EU, whose leverage ratio 

exposure measure exceeded €200bn by the 

end of 2015, on 5 August 2016. The ITS and 

guidelines on disclosure rules applicable to 

G-SIIs define uniform requirements for 

disclosing the values used during the 

identification and scoring process. The 

required disclosure of the indicator data 

goes beyond the minimum standards 

required by the Basel Committee both in 

terms of granularity and applicable scope of 

institutions. This enhanced level of 

disclosure is intended to promote a level 

playing field in the EU regarding these 

disclosure requirements and to increase 

transparency on the internal financial 

market. 

Answering Pillar 3 questions 

The Basel Committee published its first 

Frequently asked questions on the revised 

Pillar 3 disclosure requirements on 12 

August 2016. The FAQs and related answers 

concern the January 2015 revision of Pillar 

3 disclosure requirements that the Basel 

Committee originally introduced as part of 

Basel II. They now use templates to provide 

a greater degree of consistent standardised 

disclosure to facilitate comparison across 

banks covering: 

 an overview of risk management and 

RWAs 

 links between financial statements and 

regulatory exposures 

 credit risk and counterparty credit risk 

 securitisation  

 market risk. 

To promote consistent implementation the 

Basel Committee agreed to periodically 

review FAQs and publish answers along 

with any technical elaboration of the 

standard and any interpretative guidance 

that may be necessary.  

Monitoring Basel III implementation 

The Basel Committee published the 

Implementation of Basel standards - A 

report to G20 leaders on implementation of 

the Basel III regulatory reforms on 29 

August 2016. In this report, the Basel 

Committee summarises the outcomes from 

its Regulatory Consistency Assessment 

Programme.  

The Committee reports that member 

jurisdictions have generally transposed the 

Basel III capital and liquidity standards into 

domestic regulations within the required 

time frame. Those jurisdictions that are 

home to G-SIBs also have the G-SIB 

 

Banking and capital markets 

http://www.eba.europa.eu/-/eba-publishes-indicators-from-36-global-systemically-important-institutions-g-siis-
http://www.bis.org/bcbs/publ/d376.pdf
http://www.bis.org/bcbs/publ/d376.pdf
http://www.bis.org/bcbs/publ/d377.pdf
http://www.bis.org/bcbs/publ/d377.pdf
http://www.bis.org/bcbs/publ/d377.pdf
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framework in place. It observes that banks 

have continued to build capital and liquidity 

buffers over the past year. In particular, the 

Basel Committee notes that all 

internationally active banks meet the fully 

phased in risk-based capital and leverage 

ratio requirements. It indicates that most of 

these banks also meet the fully phased-in 

liquidity standards, ahead of the 2019 

deadline. 

The Basel Committee acknowledges that a 

considerable number of revised standards 

await transposition into the domestic 

regulation in the ‘next couple of years’. It 

reports that some jurisdictions report 

challenges meeting the implementation 

deadlines. These include those relating to 

margin requirements for non-centrally 

cleared derivatives, Pillar 3, counterparty 

credit risk, CCP exposures and equity 

investments in funds.  

The Basel Committee aims to complete its 

consistency of implementation assessments 

of members of the risk-based capital 

standards by the end of 2016 and of the LCR 

by the end of 2017. More generally, to 

maximise the benefits of its reforms the 

Basel Committee commits to continue to 

monitor closely the implementation and 

impact of its standards and report to the 

G20 on progress. 

Collecting data on regulatory 
constraints 

The Basel Committee published Frequently 

asked questions on Basel III monitoring on 

31 August 2016. It is relevant to firms which 

complete its monitoring questionnaires.  

A significant addition concerns the 

interaction of regulatory instruments. The 

Basel Committee has added a new 

worksheet to collect data on the multiple 

regulatory constraints in Basel III. The aim 

is to understand the coherence and 

complexity of the framework and its impact 

on capital allocation, pricing and balance 

sheet capacity planning. Other additions 

include a table to categorise valuation 

adjustment types and clarification on the 

leverage ratio methodology outlined in the 

consultation paper. 

Conduct 
Staying with FOS 

The High Court’s recent decision in 

Templar Estates and others v National 

Westminster Bank and Royal Bank of 

Scotland [2016] EWHC 2020 (Comm) 

shows its determination to encourage 

mediation and avoid expensive litigation. 

The claimants had issued proceedings 

against two banks alleging negligent advice 

in relation to interest rate hedging swaps, 

with the case unlikely to come to trial until 

the end of 2018. But the claimants then 

asked for a stay of the proceedings to pursue 

a FOS application. 

The banks argued they would be prejudiced 

by any delay, but the judge rejected this. 

The judge argued the claimants had 

diligently pursued the case and would 

clearly suffer if they could not explore the 

cheaper option of going to FOS. There was 

also no evidence of prejudice to the banks 

given the likely hearing date. 

The banks also claimed that, in applying to 

FOS, the claimants were having their cake 

and eating it – whether they won or lost at 

FOS, they could still come back to the court. 

The judge rejected the suggestion that the 

claimants could not come back to the court 

if they failed at FOS. But he was persuaded 

that, if the FOS claim succeeded, the 

claimants should not come back to court 

and ask for more. 

The judge granted the stay on the basis that 

the claimants undertook not to return to 

court if they won an award from FOS. 

Competition 
Shaking up banking competition?  

The CMA revealed its package of remedies 

to improve competition in the retail banking 

sector in Retail banking market 

investigation: Final report and an 

accompanying press release on 9 August 

2016. The CMA kept its proposals largely 

unchanged from the provisional remedies it 

consulted on in May 2016. The CMA 

concludes that larger banks do not have to 

compete hard enough for customers’ 

business, and newer banks find it difficult to 

grow – meaning many consumers are 

overpaying.  

It argues competition will be best improved 

through empowering consumers to shop 

around, rather than more radical measures 

such as breaking up the banks. The CMA’s 

central remedy is for an open Application 

Programme Interface standard, which 

would allow consumers to access 

information from banks via a single 

interface or app. It requires banks to share 

certain information in this way by March 

2017, and all types of information by early 

2018. 

The CMA’s measures also include: 

 requiring banks to publish service 

quality information on their websites 

 requiring banks to send out prompts e.g. 

on an increase in charges or closure of a 

local branch 

 alerts and grace periods for unarranged 

overdraft charges 

 a monthly cap on unarranged overdraft 

charges (to be set by banks individually).  

But it does not recommend any action on 

capital requirements and funding costs, 

which challenger banks claim are the 

greatest barriers to growth. The CMA says 

this is a matter for the PRA, BoE and HMT. 

It says these authorities are considering the 

challenger banks’ concerns. The CMA will 

now start to put the remedies in place, 

working with other authorities where 

appropriate.   

http://www.bis.org/bcbs/qis/biiiimplmonifaq_sep16.pdf
http://www.bis.org/bcbs/qis/biiiimplmonifaq_sep16.pdf
http://www.casetrack.com/ct4plc.nsf/items/7-631-8560
http://www.casetrack.com/ct4plc.nsf/items/7-631-8560
http://www.casetrack.com/ct4plc.nsf/items/7-631-8560
https://assets.publishing.service.gov.uk/media/57a9c52b40f0b608a700000a/retail-banking-investigation-full-final-report.pdf
https://assets.publishing.service.gov.uk/media/57a9c52b40f0b608a700000a/retail-banking-investigation-full-final-report.pdf
https://www.gov.uk/government/news/cma-paves-the-way-for-open-banking-revolution
https://assets.publishing.service.gov.uk/media/573a377240f0b6155900000c/retail_banking_market_pdr.pdf
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CMA sets retail bank remedies 
deadlines 

The CMA published a Case timetable for the 

implementation of its retail banking market 

investigation remedies on 10 August 2016. 

It intends to draft orders and undertakings 

between August and November 2016, 

informally consulting on these with key 

parties. It expects to formally consult on 

draft orders and undertakings in November 

or December 2016, before finalising and 

making orders in January or February 2017. 

The CMA sets the statutory deadline for 

implementing its package of remedies as 8 

February 2017. 

Releasing banks from competition 
undertakings 

The CMA published Notice of intention to 

release undertakings given by Barclays 

Bank plc, HBSC Bank plc, Lloyds TSB Bank 

plc and the Royal Bank of Scotland Group 

plc (the parties) to the Secretary of State 

for Trade and Industry and the Chancellor 

of the Exchequer pursuant to section 88 of 

the Fair Trading Act 1973 (2002 SME 

Banking undertakings) and Notice of 

intention to revoke the Northern Ireland 

Personal Current Account (PCA) Banking 

Market Investigation Order 2008 (as 

amended in 2011) made pursuant to section 

161 of the Enterprise Act 2002 (NI PCA 

order) on 10 August 2016.  

The CMA intends to release the banks from 

all but one of the 2002 SME Banking 

undertakings since the subsequent retail 

banking market investigation’s remedies 

package and other market and regulatory 

developments now address them. The CMA 

is retaining the bundling undertaking which 

prohibit banks from compelling a customer 

to open or maintain a business current 

account alongside a loan or deposit account. 

The CMA also proposes to revoke the NI 

PCA order. The CMA will phase the 

implementation of these releases.  

The CMA invited comments on these 

notices of intention by 30 August 2016 and 

9 September 2016 respectively.   

Market infrastructure 
BoE reviews its settlement system 

The BoE identified that its real-time-gross-

settlement (RTGS) system needed better 

governance and an improved framework to 

comprehensively manage risks in its report 

Self-assessment of the BoE’s RTSG Service 

against the Principles for FMI on 1 August 

2016. Although RTGS is a ledger system of 

central bank reserves and an infrastructure, 

the BoE compared it to the Committee of 

Payments and Markets Principles which 

apply to payments systems. Aside from the 

above points, the BoE found all other 

principles were observed. The BoE intends 

to self-assess annually. 

Payments 
Implementing PAD 

The FCA is meeting its legal obligations 

under PAD, which has to be implemented 

by 18 September 2016, through PS 16/20 – 

The Payment Accounts Regulations (PAR) 

2015: feedback on CP 16/7, final Handbook 

changes and finalised guidance. It also 

released the finalised guidance defining a 

payment account (FG 16/6) and for 

packaged accounts (FG 16/7) on 1 August 

2016.  

The FCA clarifies the parts of PAR that 

apply to packaged accounts and provide 

additional guidance on when and how 

consumers should be given information on 

costs and fees. It extends the one-month 

deadline to report after the end of the 

reporting period to two months, and 

requests that firms report the total absolute 

number of refused switching applications 

and applications for basic bank accounts.  

The changes come into effect on 18 

September 2016. 

Shedding light on PSD2 

The FCA released the Minutes of the 

meeting of the Payment Services 

Stakeholder Liaison Group on 4 August 

2016 (the meeting was held on 12 July 

2016). HMT confirmed plans to launch a 

six-week consultation on implementing 

regulations for PSD2 in August 2016. The 

FCA then intends to consult on revised 

guidance for payment services in the first 

half of 2017.   

Stakeholders asked the regulator how PSPs 

can ensure the systems they are developing 

for authentication will still be compliant in 

2018, when Member States are due to adopt 

PSD2. The FCA noted the EBA’s RTS for 

strong customer authentication would 

become clearer in summer 2016 and should 

be finalised by January 2017. Participants 

also raised issues such as risks for 

consumers in light of new payment services, 

new exclusions under PSD2 and future 

proofing guidance.  

The FCA asked for participants’ input on: 

 the type of fraud data to be collected 

under article 96(7) - it is keen to align 

existing data collection with new 

reporting obligations under PSD2 

 the definition of the term ‘accessible 

online’, and what is captured under the 

new definition of ‘acquiring’ in PSD2 

 issues raised by the blocking of funds on 

a card-based payment account when the 

transaction amount is not known in 

advance (article 75). 

The next meeting is scheduled for 13 

September 2016. 

Who’s accessing your bank account? 

The EBA published its Consultation Paper 

on the draft RTS specifying the 

requirements on strong customer 

authentication and common and secure 

communication under PSD2 on 12 August 

2016. The EBA developed the RTS in close 

cooperation with the ECB and with the 

benefit of 118 responses to its Discussion 

Paper DP/2015/03. 

PSD2 introduces two new payment services 

– payment initiation services and account 

information services. Customers will be able 

https://assets.publishing.service.gov.uk/media/57a9f06ded915d0971000052/retail-banking-remedies-implementation-timetable.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab065aed915d097100005d/notice-of-intention-to-release-certain-SME-undertakings-transitional.pdf
https://assets.publishing.service.gov.uk/media/57ab07cbe5274a0f6c00005c/notice-of-intention-to-revoke-ni-order.pdf
https://assets.publishing.service.gov.uk/media/57ab07cbe5274a0f6c00005c/notice-of-intention-to-revoke-ni-order.pdf
https://assets.publishing.service.gov.uk/media/57ab07cbe5274a0f6c00005c/notice-of-intention-to-revoke-ni-order.pdf
https://assets.publishing.service.gov.uk/media/57ab07cbe5274a0f6c00005c/notice-of-intention-to-revoke-ni-order.pdf
https://assets.publishing.service.gov.uk/media/57ab07cbe5274a0f6c00005c/notice-of-intention-to-revoke-ni-order.pdf
https://assets.publishing.service.gov.uk/media/57ab07cbe5274a0f6c00005c/notice-of-intention-to-revoke-ni-order.pdf
http://www.bankofengland.co.uk/markets/Documents/paymentsystem/rtgspfmisa.pdf
http://www.bankofengland.co.uk/markets/Documents/paymentsystem/rtgspfmisa.pdf
http://www.fca.org.uk/static/fca/documents/policy-statements/ps16-20.pdf
http://www.fca.org.uk/static/fca/documents/policy-statements/ps16-20.pdf
http://www.fca.org.uk/static/fca/documents/policy-statements/ps16-20.pdf
http://www.fca.org.uk/static/fca/documents/policy-statements/ps16-20.pdf
http://www.fca.org.uk/static/fca/documents/finalised-guidance/fg16-6.pdf
http://www.fca.org.uk/static/fca/documents/finalised-guidance/fg16-7.pdf
http://www.fca.org.uk/static/fca/documents/stakeholder-liaison-group-minutes-july-16.pdf
http://www.fca.org.uk/static/fca/documents/stakeholder-liaison-group-minutes-july-16.pdf
http://www.fca.org.uk/static/fca/documents/stakeholder-liaison-group-minutes-july-16.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
https://www.eba.europa.eu/documents/10180/1303936/EBA-DP-2015-03+(RTS+on+SCA+and+CSC+under+PSD2).pdf
https://www.eba.europa.eu/documents/10180/1303936/EBA-DP-2015-03+(RTS+on+SCA+and+CSC+under+PSD2).pdf
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to authorise third parties to have access to 

their accounts as if they were the customer. 

To manage the potential risks, PSD2 

requires strong customer authentication 

whenever a payer (or the third party) 

accesses an online payment account, 

initiates an electronic payment, or carries 

out any action through a remote channel 

which risks payment fraud or other abuse. 

Acknowledging that it made difficult trade-

offs in developing the RTS, the EBA opted 

for a principles-based approach. This 

approach leaves scope for future flexibility 

rather than prescribing detailed 

requirements. 

The EBA also faced divergent views on 

secure communication. After holding a 

workshop with some respondents to the 

discussion paper, the EBA proposes that all 

PSPs should be identified by a certificate 

from a qualified trust service provider under 

the Electronic Identification and Trust 

Services for Electronic Transactions 

Regulation (EU) 910/2014. This is on the 

assumption that there will be qualified trust 

service providers in place when the RTS 

come into force. 

The EBA must submit the final draft RTS to 

the EC by 13 January 2017, but the RTS will 

not apply until 18 months after they come 

into force. The EBA suggests an earliest 

application date of October 2018. 

The EBA plans to hold a public hearing in 

London on 23 September 2016 and the 

consultation closes on 12 October 2016. 

Recovery and resolution  
Guiding temporary funding in 
resolution 

The FSB published Guiding principles on 

the temporary funding needed to support 

the orderly resolution of a G-SIB on 18 

August 2016. The FSB aims to ensure 

sufficient temporary funding of firms in 

resolution to support implementation of the 

preferred resolution strategies of G-SIBs. It 

previously identified funding as posing a 

material impediment to the resolution of G-

SIBs – in particular the risk of insufficient 

liquidity to maintain critical operations 

caused by a G-SIB's inability to roll over 

short-term borrowing or access alternative 

sources of credit.  

The FSB intends that G-SIBs should rely on 

private sector sources of funding first, but 

that an effective public sector backstop 

funding mechanism is available for use 

when necessary. To achieve both these 

objectives, the principles include strict 

conditions to minimise moral hazard risk.  

The FSB includes guidance on provisions to 

recover losses incurred by authorities 

extending temporary funding. It also 

outlines the necessary components of a 

sound and feasible resolution plan in 

relation to funding. And the FSB explains 

the cooperation between host and home 

authorities that is necessary to support the 

implementation of group-wide and local 

resolution funding plans. 

Responding to temporary funding in 
resolution 

The FSB published Guiding principles on 

the temporary funding needed to support 

the orderly resolution of a G-SIB - 

Overview of Responses to the Public 

Consultation on 18 August 2016. The FSB 

received ten responses to the public 

consultation from official sector bodies, 

individual G-SIBs and industry associations.  

The overview indicates that the FSB 

modified its guidance to acknowledge the 

positive impact regulatory reform has had 

on the overall funding capacity of G-SIBs. 

The FSB also acknowledges the effect that 

TLAC and resolution regimes have had in 

reducing moral hazard. And it has revised 

certain assumptions to be included in 

resolution funding plans. 

Respondents also highlighted the need for 

central bank currency swap facilities. In 

response, the principles now recognise that 

liquidity needs in different currencies are 

likely to differ by firm and so the provision 

of liquidity in different currencies should be 

addressed as part of resolution planning. 

Finally, the FSB acknowledges the 

importance of continued access to FMIs and 

aims to consult on separate guidance on this 

issue by the end of 2016. 

FSB guides operational continuity in 
resolution 

The FSB published Guidance on 

Arrangements to Support Operational 

Continuity in Resolution on 18 August 2016. 

The FSB intends the guidance to assist 

supervisory and resolution authorities and 

firms to evaluate if businesses subject to 

resolution planning requirements have 

appropriate arrangements to support 

operational continuity if the firm enters 

resolution. The guidance provides an 

explanation of the concept of operational 

continuity and sets out the three types of 

service delivery models which include 

provision of services by: 

 a division within a regulated legal entity 

 an intra-group service company 

 a third party service provider.  

Firms can also apply a mixed service 

delivery model that combines the different 

models. The guidance indicates that firms 

should consider their contractual 

arrangements, management information 

systems, financial resources, pricing 

structures, operational resilience and 

resourcing, governance and rights of use 

and access to operational assets. 

The guidance also contains indicative 

information requirements to facilitate 

operational continuity. These relate to the 

staff required for the provision of critical 

shared services, the operational, legal and 

governance structure of critical shared 

file:///C:/Users/870556/Documents/CoE/BBI%20articles/2016/08.%20August/02.%20EBA%20CP%20on%20authentication%20and%20communication%20under%20PSD2/Electronic%20Identification%20and%20Trust%20Services%20for%20Electronic%20Transactions%20Regulation
file:///C:/Users/870556/Documents/CoE/BBI%20articles/2016/08.%20August/02.%20EBA%20CP%20on%20authentication%20and%20communication%20under%20PSD2/Electronic%20Identification%20and%20Trust%20Services%20for%20Electronic%20Transactions%20Regulation
file:///C:/Users/870556/Documents/CoE/BBI%20articles/2016/08.%20August/02.%20EBA%20CP%20on%20authentication%20and%20communication%20under%20PSD2/Electronic%20Identification%20and%20Trust%20Services%20for%20Electronic%20Transactions%20Regulation
http://www.fsb.org/wp-content/uploads/Guiding-principles-on-the-temporary-funding-needed-to-support-the-orderly-resolution-of-a-global-systemically-important-bank-
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http://www.fsb.org/wp-content/uploads/Guiding-principles-on-the-temporary-funding-needed-to-support-the-orderly-resolution-of-a-global-systemically-important-bank-
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services and contractual arrangements. The 

guidance envisages that the information 

they require should be accessible and a clear 

mapping of critical shared service providers 

and recipients should be performed. 

Responding to operational continuity 
in resolution 

The FSB published Guidance on 

Arrangements to Support Operational 

Continuity in Resolution - Overview of 

Responses to the Public Consultation on 18 

August 2016. The FSB received 11 responses 

to the public consultation from official 

sector bodies, individual G-SIBs and 

industry associations.  

The overview shows there was strong 

support for neutrality regarding the choice 

of the three service delivery models. The 

final guidance maintains this and clarifies 

that provision of services within a regulated 

entity may comprise inter-entity and intra-

entity services. The final guidance 

acknowledges that restructuring needs in 

resolution will depend in part on the 

circumstances that led to the firm’s failure 

and market conditions at the time of 

resolution. The FSB intends that this 

addresses comments that the restructuring 

stage is less predictable, so planning should 

be flexible to accommodate multiple 

scenarios. The overview indicates that 

respondents broadly agree with the 

arrangements to support operational 

continuity but the comments have led to a 

few small changes.  

The FSB has modified its guidance to 

recognise that recapitalised entities may 

have access to sources of liquidity when 

calibrating the requirement for financial 

resources. The final guidance also replaces 

the guidance on costs structures to not be 

‘influenced by the financial performance of 

the service recipient’ with the requirement 

that cost structures should not alter solely 

as a result of the service recipient entering 

resolution.  

In response to respondents’ concerns, the 

FSB also made reference to the statutory 

provisions that prevent the termination of 

contracts when a firm experiences a stress, 

but it maintains the need for contractual 

arrangements especially for cross-border 

transactions. The guidance clarifies that the 

information requirements in the annex 

should be viewed as indicative and the FSB 

has removed some items - such as the 

requirement for audit reports 

demonstrating adherence to pricing policies 

governing the provision of services. 

Amending BRRD on resolution fund 
financing 

Delegated Regulation (EU) 2016/1434 

correcting Delegated Regulation (EU) 

2015/63 supplementing BRRD Directive 

(2014/59/EU) of the European Parliament 

and of the Council with regard to ex ante 

contributions to resolution financing 

arrangements appeared in the Official 

Journal on 30 August 2016. 

Delegated Regulation (EU) 2015/63 

determines how much individual firms 

should pay annually to their national 

resolution funds established under BRRD 

according to their size and risk profile. The 

main correction concerns Article 20(5) of 

this regulation which is amended to ensure 

consistency with similar legislation 

concerning the SRF established under the 

SRM - Regulation (EU) 2015/81 specifying 

uniform conditions of application of 

Regulation (EU) No 806/2014 of the 

European Parliament and of the Council 

with regard to ex ante contributions to the 

SRF.  

The regulation entered into force on 31 

August 2016 and applies retrospectively 

from 1 January 2015, the same date 

Delegated Regulation (EU) 2015/63 

applied.  

Valuing derivatives in resolution 

Delegated Regulation (EU) 2016/1401 

supplementing BRRD with RTS for 

methodologies and principles on the 

valuation of liabilities arising from 

derivatives appeared in the Official Journal 

on 23 August 2016. The principles and 

methodologies specified in the RTS that 

resolution authorities must follow as part of 

the resolution process address: 

 the determination of the value of classes 

of derivatives (including transactions 

that are subject to netting agreements) 

 the establishment of the relevant point 

in time at which the value of a derivative 

position should be established  

 the comparison of the destruction in 

value that would arise from the close out 

and the bail-in potential of derivative 

contracts. 

The RTS enter into force on 12 September 

2016. 

Finalising BRRD reorganisation plans  

Regulation (EU) 2016/1400 supplementing 

BRRD with regard to RTS specifying the 

minimum elements of a business 

reorganisation plan and the minimum 

contents of the reports on the progress on 

the implementation of the plan appeared in 

the Official Journal on 23 August 2016. The 

RTS require the business reorganisation 

plan to include: 

 the business reorganisation strategy and 

the measures intended to restore the 

long-term viability of the firm 

 the financial performance of the firm 

during the reorganisation period 

 information allowing the resolution 

authority and the competent authority 

to assess the feasibility of the proposed 

measures 

 specific and quarterly implementation 

milestones and performance indicators. 

The RTS require that the strategy and 

measures element of the plan includes a 

historic and financial account of the factors 

http://www.fsb.org/wp-content/uploads/Guidance-on-Arrangements-to-Support-Operational-Continuity-in-Resolution-Overview-of-Responses-to-the-Public-Consultation.pdf
http://www.fsb.org/wp-content/uploads/Guidance-on-Arrangements-to-Support-Operational-Continuity-in-Resolution-Overview-of-Responses-to-the-Public-Consultation.pdf
http://www.fsb.org/wp-content/uploads/Guidance-on-Arrangements-to-Support-Operational-Continuity-in-Resolution-Overview-of-Responses-to-the-Public-Consultation.pdf
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that contributed to the difficulties of a firm. 

This element of the plan should also include 

a short description of the crisis prevention 

and crisis management measures applied to 

date. The RTS enter into force on 12 

September 2016. 

EBA releases resolution authorities list 

The EBA published a list of designated 

resolution authorities, as required under the 

BRRD, on 3 August 2016. The list reflects 

that the BoE is the UK’s resolution 

authority. Under the EU framework, each 

Member State is required to designate one, 

or exceptionally more, resolution 

authorities that are empowered to apply the 

resolution tools and powers. The aim of the 

resolution authorities is to ensure the 

orderly resolution of failing banks and 

investment firms. 

Supervision 
FSB continuing work on correspondent 
banking 

The FSB published Progress report to G20 

on the FSB action plan to assess and 

address the decline in correspondent 

banking on 25 August 2016. The FSB’s 

Correspondent Banking Coordination 

Group (CBCG) formed in March 2016 to 

implement its action plan. The FSB 

highlights the progress the CBCG and other 

bodies have made in implementing the 

action plan. The Committee on Payments 

and Market Infrastructures published 

recommendations in its July 2016 report on 

correspondent banking covering KYC 

utilities, the use of legal entity identifiers, 

information sharing initiatives and payment 

messages. Other actions include:  

 the IMF, in a discussion note, assessed 

the evidence of correspondent banking 

relationships withdrawal and identified 

actions to address the issue  

 the CBCG designed a survey addressing 

correspondent banking remaining data 

gaps and proposed areas where 

regulatory expectations should be 

clarified 

 the FATF is working towards issuing its 

October 2016 guidance on the 

application of its standards to 

corresponding banking - the Basel 

Committee also aims to issue further 

clarification of its own existing guidance  

 the CBCG is assisting in the 

coordination of resources available to 

address technical assistance needs to 

support affected jurisdictions in 

conducting risk assessments and in 

developing effective AML/CTF 

frameworks. 

The FSB plans to produce a more 

comprehensive report on progress by the 

end of 2016. It expects work to continue 

into 2017, including monitoring changes in 

correspondent banking to assess whether 

the action plan is having the intended effect. 

 

http://www.eba.europa.eu/-/eba-publishes-list-of-designated-resolution-authorities
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Regulation 

Investment funds 
Protecting investors during investment 
fund termination 

IOSCO consulted on Good Practices for the 

termination of investment funds on 18 

August 2016. IOSCO wants to enhance 

investor protection for voluntary 

terminations, as investors can be harmed if 

the termination process diminishes the 

value of investor assets or prevents timely 

redemption. While many jurisdictions have 

robust protections for involuntary 

termination, such as due to insolvency, 

IOSCO identifies that the treatment of 

voluntary winding down of funds is more 

variable.  

The FCA's approach is already 

comparatively advanced as it combines 

general business principles with some 

detailed rules around timely discharge of 

fund liabilities, distribution to investors and 

disclosure. But these draft best practices go 

beyond these, covering both regulated and 

unregulated funds, to include: 

 preparation of detailed termination 

plans to ensure efficient and transparent 

implementation, and to inform the 

approval by the investors or the relevant 

board of the termination decision 

 disclosures including anticipated costs 

of termination, appointment of other 

entities to effect termination, existence 

of alternative investment options, 

process for dealing with illiquid assets 

and possible suspensions and 

redemptions due to termination 

 in merger situations, fund management 

offering  investors the right to redeem 

free of exit charges, as well as provide 

detailed disclosure around the merger 

 the inclusion of termination scenarios in 

written valuation plans 

 offering of in specie redemptions 

(proportionate share of underlying 

assets) to professional investors to 

facilitate termination 

 limiting the use of side pockets 

(segregation of illiquid assets within a 

fund). 

The IOSCO draft good practices underline 

that regulators are likely continue to push 

for better disclosure. Firms are grappling 

with new upcoming requirements in the 

short-term such as under PRIIPs, UCITS V 

and SFTR. But the continued emphasis on 

 

Asset management 

http://www.iosco.org/library/pubdocs/pdf/IOSCOPD542.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD542.pdf
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this area by IOSCO and other international 

bodies brings with it the prospect of more 

disclosure requirements in the future. The 

consultation period closes on 17 October 

2016. 

Improving investment fund fees 

IOSCO's Committee on Investment 

Management published Good Practices for 

Fees and Expenses of Collective Investment 

Schemes on 26 August 2016, outlining 

guidelines for incorporation into national 

rules. IOSCO advocates that an aggressive 

posture around fees and expenses is taken 

whenever an investment fund is marketed 

to retail investors, particularly emphasising: 

 enhanced disclosure around transaction 

costs, specifically relating to whether 

such costs will be paid from fund assets 

and the scale of the potential costs based 

on anticipated portfolio turnover 

 increased transparency around double 

fee structures, where a fund incurs costs 

through its investment in other funds or 

where conflicts of interest can arise from 

fee-sharing arrangements between 

funds managed by the same entity 

 investments in multi-class funds by 

other funds should be made on the basis 

of the lowest charging fee structure, 

when the classes are otherwise 

indistinguishable 

 regulatory treatment of inducements 

and investment research 

 simplicity of disclosure, including fees 

charged on both a historical and an 

anticipated basis.  

While the EU and UK are already meeting 

many aspects of IOSCO's recommendations, 

the guidelines underscore the need for 

uniformity of investor protection across the 

retail fund landscape. Although PRIIPs has 

a very broad reach across product types, 

other regulations are more narrowly focused 

and fail to apply certain provisions across 

retail funds. The EC's response to the call 

for evidence under CMU would be a good 

opportunity to address such gaps, and it 

does seem likely that increased alignment of 

disclosure will emerge. 

 

http://www.iosco.org/library/pubdocs/pdf/IOSCOPD543.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD543.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD543.pdf
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Regulation 

Client money 
No change for insurance 
intermediaries 

The FCA published FCA statement on 

Consultation paper 12/20: Review of the 

client money rules for insurance 

intermediaries on 16 August 2016. The 

FCA’s predecessor, the FSA, published the 

consultation paper in August 2012 

proposing changes to the CASS 

requirements for this type of firms. But to 

date it has not implemented any changes 

and now confirms it will not pursue any rule 

changes without a new consultation.   

The FCA believes the industry has increased 

its focus on protecting client money and 

engaging with the FCA on its policies in this 

area. It also points to initiatives that are 

leading to improvements including: 

 an enhanced proactive CASS supervision 

strategy for general insurance 

intermediaries  

 updated reporting requirements for 

these firms which enables the FCA to 

collect more robust information.    

The FCA’s Business Plan 2016/17 contains 

no indication of any intention to make 

changes. 

Disclosure 
EIOPA proposes format for IPID 

EIOPA published CP16-007 Consultation 

Paper on the proposal for ITS on a 

standardised presentation format of the 

Insurance Product Information Document 

(IPID) under the IDD on 1 August 2016. 

Under the IDD, intermediaries are required 

to provide customers with key information 

about the product they intend to buy. This 

information has to be set out in a standard 

format in the IPID to help customers 

understand and compare products. In this 

consultation EIOPA is seeking feedback on 

its proposed presentation of the IPID 

including its length, the use of icons and 

symbols, and the possible advantages of 

digital and paper formats. The comment 

period ends on 24 October 2016. 

Distribution 
HMT consults on mutual deferred 
shares 

HMT published Mutual deferred shares 

(MDS): Consultation on technical policy 

details on 4 August 2016. It sets out 

proposals for Mutuals’ Deferred Shares 

 

Insurance 
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Regulations. This consultation builds on the 

Mutuals’ Deferred Shares Act 2015 which 

permits mutual insurers to hold a new type 

of tier 1 capital.  

The proposed regulations allow mutual 

insurers to issue either ‘ordinary’ or 

‘preference’ MDS. If they issue ordinary 

shares, the interests of shareholders will 

have to rank equally with the interests of 

non-shareholder members. But if they issue 

preference shares, the interests of the 

shareholders can rank just above the 

interests of non-shareholder members. The 

interests of both ordinary and preference 

shareholders must always rank below 

policyholders and non-subordinated 

creditors. 

For the purposes of prudential regulation, 

as long as a number of requirements in the 

proposed regulations are met, ordinary 

MDS will generally be able to qualify as core 

tier one capital, while preference MDS 

should be able to qualify as restricted or 

non-core tier one capital.   

To qualify as tier one capital, the value of 

the shares must be immediately available to 

the issuer and the shares must not include 

any obligation to pay distributions. Also, 

there must be no requirement to make 

distributions to ordinary shareholder 

members ahead of distributions to non-

shareholder members. In contrast, 

distributions to preference shareholder 

members, ahead of non-shareholder 

members, are allowed. In addition, for 

preference MDS to qualify as restricted tier 

one capital for Solvency II firms, they must 

include provision for a write-down 

mechanism that imposes losses on the 

shareholders in the event of the firm 

breaching the relevant regulatory triggers. 

The proposed regulations set out a number 

of issuance conditions that mutual insurers 

will have to comply with if they wish to issue 

MDS. These include: 

 A vote of existing members to allow the 

share issue. 

 Provision for the share issue in the 

constitution. 

 Ensuring that members of the issuer are 

well informed about the consequences of 

a share issue. 

 Defining members’ funds. These must 

exclude assets corresponding to 

policyholders’ interests and explain the 

distinction between shareholder and 

non-shareholder members in their 

rights to the members' funds. This is to 

ensure that all parties are clear on their 

rights on winding up and for the 

purpose of any distributions. 

 Defining the intended regulatory 

treatment of the members’ funds. 

 Securing the consent of the PRA and 

FCA.  

The deadline for responses is 

30 September 2016. 

Operational resilience 
Defending cyber threats 

In response to the growing risks that cyber 

threats pose to the insurance sector, the 

IAIS published its Issues Paper on Cyber 

Risk to the Insurance Sector on 12 August 

2016.  The IAIS' findings are based on a 

survey of 30 of its members in 2015.  

The objectives of the paper are to raise 

awareness for insurers and supervisors of 

the challenges presented by cyber risk, 

including current and contemplated 

supervisory approaches for addressing these 

risks. The IAIS provides a background on 

the cyber threat to the insurance sector, 

describes current practice and examples, 

and explores related regulatory and 

supervisory issues and challenges.  

Major conclusions include: 

 Cyber resilience does not appear to be 

perceived as a regulatory priority for 

most survey respondents due to the 

current stage of IT development and the 

lack of specific regulatory requirements 

for cyber resilience. But given the vast 

volume of valuable data held within the 

insurance sector, cyber risk presents a 

growing challenge for the industry. 

 Insurance supervisors have an 

important role in enhancing cyber 

resilience in the insurance sector. The 

nature of cyber risk requires increased 

scrutiny by supervisors and increased 

cooperation and information sharing 

between the private and public sectors, 

to enhance cyber resilience. 

 While the insurance core principles 

(ICPs) do not explicitly address cyber 

risk, they provide a general basis against 

which supervisors can address a firm's 

cybersecurity arrangements. In 2016/17, 

the Financial Crime Task Force will be 

investigating whether ICP21 should be 

extended to specifically address 

elements of cybersecurity. 

Supervisors and regulators plan to begin to 

focus on cybersecurity, to address the 

growing global risk. 

 

Retail products 
Ensuring transparency at renewal 

The FCA published policy statement 

Increasing transparency and engagement 

at renewal in general insurance markets – 

feedback on CP15/41 and final rules and 

guidance (PS16/21) on 10 August 2016. This 

follows its December 2015 consultation 

http://www.iaisweb.org/news/issues-paper-on-cyber-risk-to-the-insurance-sector-published
http://www.iaisweb.org/news/issues-paper-on-cyber-risk-to-the-insurance-sector-published
http://www.fca.org.uk/your-fca/documents/policy-statements/ps16-21-Increasing-transparency-and-engagement-at-renewal-in-general-insurance-markets
http://www.fca.org.uk/your-fca/documents/policy-statements/ps16-21-Increasing-transparency-and-engagement-at-renewal-in-general-insurance-markets
http://www.fca.org.uk/your-fca/documents/policy-statements/ps16-21-Increasing-transparency-and-engagement-at-renewal-in-general-insurance-markets
http://www.fca.org.uk/your-fca/documents/policy-statements/ps16-21-Increasing-transparency-and-engagement-at-renewal-in-general-insurance-markets
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which sought to address concerns about 

levels of consumer engagement and the 

treatment of consumers by firms at renewal 

and the resulting lack of competition.  

The requirements cover disclosure of last 

year’s premium at renewal, inclusion of 

wording to encourage consumers to check 

their cover and shop around for the best 

deal at each renewal together with the 

inclusion of an additional prescribed 

message to shop around for consumers that 

have already renewed with a firm on four 

consecutive occasions. The FCA also 

includes guidance on how firms can 

maintain records to demonstrate 

compliance, including keeping a record of 

premiums. 

The FCA explains that it received broad 

support for the measures. But it has made a 

number of small changes in response to the 

feedback received. The changes comprise: 

 providing an annualised premium 

reflecting any mid-term adjustments 

instead of last year’s premium where a 

consumer’s circumstances have changed 

during the course of holding their policy 

 an alteration to the ‘shopping around’ 

disclosure that firms must provide, so 

that consumers are encouraged to 

consider cover as well as price when 

shopping around 

 bringing ten-month policies into scope 

 extending the proposed implementation 

deadline by three months.  

Affected firms have until 1 April 2017 to 

change their renewal communications in 

line with new requirements. 

Solvency II 
EIOPA updates XBRL taxonomy 

EIOPA updated its list of known issues and 

the list of validations for both version 2.1.0 

and version 2.0.1 of the XBRL taxonomy on 

8 August 2016. The list of validations 

documents compliance tests for data 

submitted in the quantitative reporting 

templates.  

On 30 August 2016, EIOPA published a 

hotfix to issues in version 2.1.0. It issued 

this alongside updated versions of the 

annotated templates, XBRL taxonomy 

package and taxonomy, XBRL test instance 

documents and DPM database. 

PRA issues final remuneration 
requirements 

The PRA published PS22/16 'Solvency II: 

Remuneration requirements' and SS10/16 

'Solvency II: Remuneration requirements' 

on 12 August 2016. It sets out details of how 

it expects insurers to comply with the 

Solvency II remuneration requirements. It 

includes a number of limited changes from 

the consultation draft (See CP13/16, April 

2016) to clarify issues raised in the 

feedback. 

The supervisory statement sets out the 

specific requirements that will apply to 

‘significant insurers’ (PRA Category 1 and 2 

firms) in the UK, most notably the 

requirement to defer 40% of variable 

remuneration for three years. It also 

encourages other insurers to exercise 

‘appropriate judgement’ to ensure their 

specific remuneration arrangements are 

applied proportionately and in line with the 

size and nature of their business.  

The supervisory statement gives guidance 

on how to identify staff subject to Solvency 

II’s remuneration requirements, including 

the roles of staff within its scope, how to set 

risk thresholds to identify other material 

risk takers and guidance on performance 

measurement. Firms can also engage with 

their supervisor (as opposed to having to 

consult) prior to finalising their approach 

for identifying Solvency II staff.  

As Solvency II has been in force since 1 

January 2016, the PRA expects insurers, 

especially significant insurers, to apply 

these requirements immediately. Significant 

insurers are required to submit a 

Remuneration Policy Statement no later 

than ten months following their year-end 

i.e. by 31 October 2016 for firms with 

December year ends. This is an extension 

from the original September 2016 deadline 

proposed in the consultation paper. 

The PRA makes it clear that the policy in 

this supervisory statement has been drafted 

in the context of the current UK and EU 

regulatory framework. It plans to keep the 

supervisory statement under review to 

reflect changes to the UK regulatory 

framework, including changes arising from 

the Brexit. 

For more details see our Solvency II 

publication: The PRA Solvency II 

remuneration requirements. 

EIOPA updates Q&As 

In August 2016, EIOPA updated its 

questions and answers on: 

 Guidelines on reporting and public 

disclosure 

 Guidelines on valuation of technical 

provisions 

 The Final report on the ITS on the 

templates for the submission of 

information to the supervisory 

authorities (CP-14-052) 

 The Final report on the ITS on 

procedures, formats and templates of 

the solvency and financial condition 

report (CP-14-055). 

https://eiopa.europa.eu/regulation-supervision/insurance/reporting-format
https://dev.eiopa.europa.eu/Taxonomy/Full/2.1.0/EIOPA_Solvency_II_2.1.0_Hotfix.pdf
http://www.bankofengland.co.uk/pra/Pages/publications/ps/2016/ps2216.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/ps/2016/ps2216.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/ss/2016/ss1016.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/ss/2016/ss1016.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/cp/2016/cp1316.aspx
http://www.pwc.co.uk/services/human-resource-services/insights/pra-consultation-on-solvency-ii.html
http://www.pwc.co.uk/services/human-resource-services/insights/pra-consultation-on-solvency-ii.html
http://www.pwc.co.uk/services/human-resource-services/insights/pra-consultation-on-solvency-ii.html
https://eiopa.europa.eu/regulation-supervision/q-a-on-regulation
https://eiopa.europa.eu/Publications/Guidelines/GL%20on%20public%20disclosure_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/GL%20on%20public%20disclosure_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/GL%20on%20valuation%20of%20technical%20provisions_04-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/GL%20on%20valuation%20of%20technical%20provisions_04-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-052_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-052_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-052_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-052_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-055_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-055_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-055_05-08-2016.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Final%20report%20CP-14-055_05-08-2016.xlsb
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Accounting 

PwC publications 
Accounting briefing 

Our Accounting briefing - August 2016 

looks at: 

 Brexit – the immediate impact 

 Brace yourself for Brexit bookkeeping! – 

10 things to watch out for 

 Your chance to shape rules 

 Is this the end of shareholder 

notification for reduced disclosures? 

 Going concern guidance 

 FRS 101 updated for IFRS 15 and FRS 

103 updated for Solvency II 

 Timeline for new UK GAAP. 

IFRS news 

Our IFRS news for August 2016 includes: 

 Income taxes - The end of an era  

 Variable payments for the separate 

acquisition of PPE and intangible assets 

 Decommissioning liabilities and 

impairment testing 

 Current IC rejections - Various topics  

 Difficulties in translating IFRSs 

 Cannon Street press 

 IFRS 9 and Insurance 

 Investment property 

 Annual Improvements 

 Conceptual Framework 

 Leases lab - Communications industry 

 IC rejections - IAS 23. 

 

 

https://inform.pwc.com/inform2/content?action=resource&id=0000018838977150.pdf
https://inform.pwc.com/inform2/content?action=resource&id=0000018824443087.pdf
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Open consultations 

Closing date 
for responses 

Paper Institution 

14/09/16 Consultation on unlocking payments competition and innovation Payments 
Strategy 
Forum 

16/09/16 CP16/4: Draft guidance on our approach to handling applications under sections 56 and 57 FSBRA PSR 

19/09/16 CP16/18: Changes to Handbook disclosure rules to reflect the direct application of PRIIPs Regulation FCA 

20/09/16 Consultation on the supplementary supervision of financial conglomerates EC 

21/09/16 Proposed policy recommendations to address structural vulnerabilities from asset management activities FSB 

29/09/16 Guidelines on disclosure requirements under Part Eight of Regulation (EU) 575/2013 EBA 

30/09/16 Green paper: Basel Art Trade Principles on AML Basel Institute 
on Governance 

30/09/16 PRA annual report and accounts 2016 PRA 

30/09/16 Mutual deferred shares: consultation on technical policy details  HMT 

30/09/16 Examination of liquidity of the secondary corporate bond markets IOSCO 

30/09/16 Second consultative report: Harmonisation of the Unique Product Identifier BIS/IOSCO 

02/10/16 Consultation on cross-border distribution of funds across the EU EC 

 

Monthly calendar 

https://edit.paymentsforum.uk/sites/default/files/documents/Being%20Responsive%20To%20User%20Needs%20-%20Draft%20Strategy%20For%20Consultation.pdf
https://www.psr.org.uk/sites/default/files/media/PDF/CP164-approach-to-applications-under-s56-s57-FSBRA.pdf
http://www.fca.org.uk/static/fca/documents/consultation-papers/cp16-18.pdf
http://ec.europa.eu/finance/consultations/2016/financial-conglomerates-directive/index_en.htm
http://www.fsb.org/wp-content/uploads/FSB-Asset-Management-Consultative-Document.pdf
http://www.eba.europa.eu/documents/10180/1507285/EBA-CP-2016-07+%28CP+on+GL+on+disclosure+requirements%29.pdf
https://www.baselgovernance.org/sites/biog/art-trade/Green%20Paper%2017%2006%202016.pdf
http://www.bankofengland.co.uk/pra/Pages/publications/praannualreport/2016.aspx
https://www.gov.uk/government/consultations/mutual-deferred-shares-consultation-on-technical-policy-details
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD537.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD541.pdf
http://ec.europa.eu/finance/consultations/2016/cross-borders-investment-funds/docs/consultation-document_en.pdf
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Closing date 
for responses 

Paper Institution 

03/10/16 Consultation on technical advice on possible delegated acts concerning the IDD EIOPA 

03/10/16 Consultation and impact assessment: Proposal to adopt (in the UK) ISA 800 (Revised) and ISA 805 (Revised) FRC 

07/10/16 CP25/16: The implementation of ring-fencing: reporting and residual matters  PRA 

11/10/16 CP16/20: Rules and guidance on payment protection insurance complaints: feedback on CP15/39 and further consultation FCA 

12/10/16 Consultation on the draft RTS specifying the requirements on strong customer authentication and common and secure 
communication under PSD2 

EBA 

14/10/16 FRED 65: Draft Amendments to FRS 101 Reduced Disclosure Framework - Notification of Shareholders FRC 

14/10/16 Binary options standard for the commodities markets FICC Markets 
Standards 
Board 

16/10/16 Establishment of the Enforcement Decision Making Committee PRA 

17/10/16 Discussion note: Essential aspects of CCP resolution planning FSB 

17/10/16 Good practices for the termination of investment funds IOSCO 

18/10/16 Resilience and recovery of CCPs: Further guidance on the PFMI IOSCO 

19/10/16 Consultation on Risk-based Global Insurance Capital Standard (ICS) Version 1.0 IAIS 

21/10/16 CP26/16: Occasional Consultation Paper PRA 

21/10/16 Tackling the hidden economy: sanctions HMRC 

21/10/16 Tackling the hidden economy: conditionality HMRC 

https://eiopa.europa.eu/Publications/Consultations/EIOPA-CP-16-006_Consultation_Paper_on_IDD_delegated_acts.pdf
https://www.frc.org.uk/Our-Work/Publications/Audit-and-Assurance-Team/Consultation-and-Impact-Assessment-Proposal-to-ad.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/cp/2016/cp2516.aspx
http://www.fca.org.uk/static/documents/consultation-papers/cp16-20.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
http://www.eba.europa.eu/documents/10180/1548183/Consultation+Paper+on+draft+RTS+on+SCA+and+CSC+%28EBA-CP-2016-11%29.pdf
https://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/FRED-65-Draft-amendments-to-FRS-101-Reduced-Discl-File.pdf
http://www.femr-mpp.co.uk/wp-content/uploads/2016/07/16-07-FMSB_CommoditiesBinaryOptions_TransparencyDraft.pdf
http://www.bankofengland.co.uk/publications/Documents/other/edmc/cpedmc2016.pdf
http://www.fsb.org/wp-content/uploads/Essential-Aspects-of-CCP-Resolution-Planning.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD542.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD539.pdf
http://www.iaisweb.org/page/consultations/current-consultations/risk-based-global-insurance-capital-standard--second-consultation
http://www.bankofengland.co.uk/pra/Documents/publications/cp/2016/cp2616.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/548585/Tackling_the_hidden_economy_Sanctions.pdf
https://www.gov.uk/government/consultations/tackling-the-hidden-economy-conditionality
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Closing date 
for responses 

Paper Institution 

21/10/16 Tackling the hidden economy: extension of data-gathering powers to money service businesses HMRC 

24/10/16 Review of the EU macro-prudential policy framework EC 

24/10/16 Proposal for ITS on a standardised presentation format of the Insurance Product Information Document under the IDD EIOPA 

26/10/16 Consultation on Guidelines on Connected Clients under Article 4 (1) (39) of Regulation (EU) No 575/2013 EBA 

26/10/16 Draft guidelines on credit institutions’ credit risk management practices and accounting for expected credit losses EBA 

28/10/16 CP16/19: MiFID II implementation FCA 

28/10/16 CP27/16: The PRA’s implementation of the systemic risk buffer  PRA 

28/10/16 CP28/16: Ensuring operational continuity in resolution: reporting requirements PRA 

31/10/16 Consultation on a potential EU personal pension framework EC 

31/10/16 Feedback on FRS 102 FRC 

31/10/16 CP29/16: Residential Mortgage Risk Weights  PRA 

 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/548597/Tackling_the_hidden_economy_Extension_of_data-gathering_powers_to_Money_Service_Businesses.pdf
http://ec.europa.eu/finance/consultations/2016/macroprudential-framework/index_en.htm
https://eiopa.europa.eu/Publications/Consultations/EIOPA-CP-16-007_CP%20on%20ITS%20for%20IPID%20FINAL.pdf
http://www.eba.europa.eu/documents/10180/1531170/EBA-CP-2016-09+CP+on+Guidelines+on+Connected+Clients.pdf
http://www.eba.europa.eu/documents/10180/1532063/EBA-CP-2016-10+%28CP+on+Guidelines+on+Accounting+for+Expected+Credit%29.pdf
http://www.fca.org.uk/static/documents/consultation-papers/cp16-19.pdf
http://www.bankofengland.co.uk/pra/Pages/publications/cp/2016/cp2716.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/cp/2016/cp2816.aspx
http://ec.europa.eu/finance/consultations/2016/personal-pension-framework/index_en.htm
https://www.frc.org.uk/News-and-Events/FRC-Press/Press/2016/March/FRC-invites-feedback-on-FRS-102-to-inform-its-futu.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/cp/2016/cp2916.aspx
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Forthcoming publications in 2016 

Date Topic Type Institution 

Accounting  

TBD 2016 RTS on consolidation methods Technical standards EBA 

TBD 2016 Communication between supervisors and auditors Guidelines EBA 

TBD 2016 Developments in the market with regard to providing statutory audit 
services to public interest entities 

Advice  EBA 

TBD 2016 Accounting for expected credit losses Guidelines  EBA 

Asset management  

TBD 2016 UCITS V implementation and other changes to the Handbook affecting 
investment funds – PS to CP15/27 

Policy statement FCA 

TBD 2016 UCITS V Level 2 Regulation, SFTR and consequential changes to the 
Handbook – PS to CP16/14 

Policy statement  FCA 

Authorisations  

TBD 2016 ITS and RTS on authorisation of credit institutions under CRD IV  Technical standards EBA 

TBD 2016 ITS on common procedures, forms and templates on authorisation 
under CRD IV 

Technical standards EBA 

CASS  

Q4 2016 Asset segregation under AIFMD  Guidelines  ESMA  

TBD 2016  Client money rules for insurance intermediaries – PS to CP 12/20 Policy statement  FCA  
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Date Topic Type Institution 

Conduct  

Autumn 2016 Smarter consumer communications: removing certain ineffective 
requirements in our Handbook – PS to CP15/32 

Policy statement FCA 

TBD 2016 Internal governance under Article 74 CRD IV  Guidelines  EBA 

TBD 2016 Suitability of members of the management body and key function 
holders under Article 91(12) CRD IV 

Guidelines  EBA 

TBD 2016 The collection exercise of approved higher maximum ratios for variable 
remuneration under Article 94(1)(g)(ii) CRD IV  

Guidelines  EBA 

TBD 2016  Remuneration provisions under Article 161(2) CRD IV  Report  EBA  

TBD 2016 Diversity practices benchmarking under Article 91(11) CRD IV  Report EBA 

TBD 2016 Remuneration benchmarking and high earners data under Articles 
75(1) and (3) CRD IV 

Report EBA 

TBD 2016 Strengthening accountability in banking: a new regulatory framework 
for individuals – PS to CP 14/13  

Policy statement  FCA  

TBD 2016 Fair, reasonable and non-discriminatory access to regulated 
benchmarks – PS to CP 15/18 

Policy statement  FCA  

February 2017 Implementation of the Benchmarks Regulation Consultation FCA 

Financial crime, security and market abuse 

September 2016 Consultation paper on RTS on central contract points under AMLD4 Consultation EBA 

Autumn 2016 Changes to the handbook in line with ESMA guidelines under MAR Consultation FCA 

Q4 2016  MAR  Guidelines  ESMA  
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Date Topic Type Institution 

TBD 2016 Enhanced due diligence under AMLD4 Guidelines  EBA 

TBD 2016 Simplified due diligence under AMLD4  Guidelines  EBA 

TBD 2016 RTS on central contract points under AMLD4 Technical standards EBA 

TBD 2016 RTS on mitigating the risk of third countries prohibiting the application 
of equivalence for anti-money laundering or financing of terrorism 
standards under the AMLD4. 

Technical standards EBA 

Insurance    

September 2016 Fees tariff data for insurers in 2017/18 Consultation FCA 

TBD 2016 Review of the client money rules for insurance intermediaries – PS to 
CP12/20 

Policy statement  FCA 

Mortgages 

TBD 2016 Application of MCD rules for passporting firms – handbook notice to 
CP16/8 

Handbook notice FCA 

Payments 

TBD 2016 ITS regarding a standard presentation format of a fee information 
document, statement of fees and common symbols  

Technical standards  EBA 

TBD 2016 RTS on standardised terminology for payment account services  Technical standards  EBA  

TBD 2016 RTS on central contact points under PSD2  Technical standards  EBA  

TBD 2016 The minimum monetary amount of professional indemnity insurance 
under PSD2 

Guidelines  EBA  

TBD 2016 RTS on standardised terminology for banking services under PAD  Technical standards  EBA  
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Date Topic Type Institution 

TBD 2016 ITS on the standardised format of documents and symbols (including 
consumer testing) under PAD 

Technical standards EBA 

Pensions     

Q3 2016 Pension Wise standards: changes required for secondary annuity 
market guidance 

Consultation FCA 

Autumn 2016 Secondary annuity market – PS to CP16/13 Policy statement  FCA 

Prudential 

TBD 2016 Money Market Funds Regulation – advice and technical standards  Advice ESMA 

TBD 2016 Impact of LCR Report EBA 

TBD 2016 Disclosure of LCR Guidelines  EBA 

TBD 2016 Intraday liquidity risk Guidelines  EBA 

TBD 2016 Report and advice on NSFR Report EBA 

TBD 2016 Downturn loss given default (LGD) calculation Guidelines  EBA 

TBD 2016 LGD in default ELBE and IRB shortfall calculations  Guidelines  EBA 

TBD 2016 PD computation Guidelines  EBA 

TBD 2016 RTS on eligible collateral within the CRM framework Technical Standards EBA 

TBD 2016 RTS on conditional guarantees Technical Standards EBA 

TBD 2016 RTS on the definition of default thresholds for past due items Technical Standards EBA 

TBD 2016 Default of an obligor, including QIS Guidelines EBA 
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Date Topic Type Institution 

TBD 2016 Corrections to the modified duration of debt instruments  Guidelines EBA 

TBD 2016 RTS on assessment methodology Technical Standards EBA 

TBD 2016 Incremental default and migration risk Guidelines EBA 

TBD 2016 Stress in correlation trading portfolios Guidelines EBA 

TBD 2016 RTS on exclusion of CVA for third-country NFCs Technical Standards EBA 

TBD 2016 Stressed VaR Guidelines EBA 

TBD 2016 Implicit support with regard to securitisation Guidelines EBA 

TBD 2016 The Supervisory Formula Method on securitisation under Article 
262(3) of CRR 

Guidelines EBA 

TBD 2016 Securitisation retention rules Guidelines EBA 

TBD 2016 Proposals for simple, standard and transparent synthetic securitisation Guidelines EBA 

TBD 2016 RTS on disclosures of unencumbered assets Technical Standards EBA 

TBD 2016 Stress testing Guidelines EBA 

Recovery and resolution 

September 2016 Report on reference point for setting the target level for resolution 
financing arrangements 

Report EBA 

September 2016 CP on the FCA’s implementation of the Recovery and Resolution 
Directive resulting from supervisory feedback and EBA 
Guidelines/Binding Technical Standards  

Consultation FCA 
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Date Topic Type Institution 

TBD 2016 The reference point used for setting the target level for resolution 
financing arrangements 

Report  FCA 

Securities and markets 

Q3 2016 MiFID II/MiFIR topics  Guidelines  ESMA  

Autumn 2016 Implementation of the MiFID II directive – CP 3 Consultation FCA 

Q4 2016 SFTR RTS and ITS  Technical standards ESMA 

Q4 2016 RTS on the clearing obligation  Technical standards ESMA 

Q4 2016 RTS on CCP requirements  Technical standards ESMA 

Q4 2016 CCPs stress test recommendations  Report  ESMA 

H1 2017 MiFID II implementation – policy statement to CP16/19 Policy statement FCA 

H1 2017 MiFID II implementation – policy statement to CP15/43 Policy statement  FCA 

Structural reform  

TBD 2016 RTS, ITS and guidelines on core credit institutions and trading entities Technical standards ESMA 

TDB 2016 Ring-fencing: disclosures to consumer by non-ring-fenced bodies – PS 
to CP 15/23  

Policy statement  FCA  

Supervision, governance and reporting 

Summer 2016 Remuneration requirements for sales staff Guidelines EBA 

Q3 2016 Report on trends, risks and vulnerabilities  Report  ESMA 

October 2016 Statement on the common enforcement priorities for 2016 year-end 
financial statements 

Statement ESMA 



         
Executive summary FCA ripples go 

beyond dark pools 
G20 summit: 
regulatory clarity at 
last? 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

FS regulatory, accounting and audit bulletin – September 2016 PwC  45 

Date Topic Type Institution 

October 2016 Updating and clarifying consumer credit reporting provisions Consultation FCA 

November 2016 Regulatory fees and levies: policy proposals for 2017/18 Consultation FCA 

Q4 2016 Proposed implementation of the Enforcement Review and the Green 
Report – PS to CP16/10 

Policy statement  FCA 

Q4 2016 RTS on European Single Electronic Format  Technical standards  ESMA  

Q4 2016 Advice to the EC on depository frameworks of non-EU jurisdictions 
under Article 21(6) of AIFMD  

Advice  ESMA 

Quarterly  Risk dashboard  Report  ESMA  

TBD 2016 IT risk supervision Guidelines  EBA  

TBD 2016 UCITS V Level 2 Regulation, SFTR and consequential changes to the 
Handbook 

Policy statement FCA 

 

Main sources: ESMA 2016 work programme; EBA 2016 work programme; EC 2016 work programme; FCA policy development updates.



         
Executive summary FCA ripples go 

beyond dark pools 
G20 summit: 
regulatory clarity at 
last? 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

FS regulatory, accounting and audit bulletin – September 2016 PwC  46 

ABC Anti-Bribery and Corruption 

ABI Association of British Insurers  

ABS Asset Backed Security 

ACER Agency for the Cooperation of Energy Regulators 

AIF Alternative Investment Fund 

AIFM Alternative Investment Fund Manager 

AIFMD Alternative Investment Fund Managers Directive 2011/61/EU 

AIMA Alternative Investment Management Association 

AML Anti-Money Laundering 

AMLD3 3rd Money Laundering Directive 2005/60/EC 

AMLD4 4th Money Laundering Directive 2015/849/EU 

AQR Asset Quality Review 

ASB UK Accounting Standards Board 

Banking Reform 
Act (2013) 

Financial Services (Banking Reform) Act 2013 

Basel II Basel II: International Convergence of Capital Measurement and 
Capital Standards: a Revised Framework 

Basel III Basel III: International Regulatory Framework for Banks  

Basel Committee Basel Committee of Banking Supervision (of the BIS) 

BBA British Bankers’ Association 

BCR Basic capital requirement (for insurers) 

BIBA British Insurance Brokers Association 

BIS Bank for International Settlements 

BoE Bank of England 

BMR EU Benchmarks Regulation 

BRRD Bank Recovery and Resolution Directive 2014/59/EU 

CASS Client Assets sourcebook 

CCA Consumer Credit Act 1974 (as amended) 

CCB Countercyclical capital buffer 

CCD Consumer Credit Directive 2008/48/EC 

CCPs Central Counterparties 

CDS Credit Default Swaps 

CEBS Committee of European Banking Supervisors (predecessor of EBA) 

CESR Committee of European Securities Regulators (predecessor of 
ESMA) 

CET1 Common Equity Tier 1 

CFTC Commodities Futures Trading Commission (US) 

CGFS Committee on the Global Financial System (of the BIS) 

CIS Collective Investment Schemes 

 

Glossary 
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CMA Competition and Markets Authority 

CMU Capital markets union 

CoCos Contingent convertible securities 

Co-legislators Ordinary procedure for adopting EU law requires agreement 
between the Council and the European Parliament (who are the ‘co-
legislators’) 

COREP Standardised European common reporting 

Council Generic term representing all ten configurations of the Council of the 
European Union 

CRA1 Regulation on Credit Rating Agencies (EC) No 1060/2009 

CRA2 Regulation amending the Credit Rating Agencies Regulation (EU) 
No 513/2011 

CRA3 proposal to amend the Credit Rating Agencies Regulation and 
directives related to credit rating agencies COM(2011) 746 final 

CRAs Credit Rating Agencies 

CRD ‘Capital Requirements Directive’: collectively refers to Directive 
2006/48/EC and Directive 2006/49/EC 

CRD II Amending Directive 2009/111/EC 

CRD III Amending Directive 2010/76/EU  

CRD IV Capital Requirements Directive 2013/36/EU 

CRR Regulation (EU) No 575/2013 on prudential requirements for credit 
institutions and investment firms 

CSD Central Securities Depository  

CSDR Central Securities Depositories Regulation (EU) 909/2014 

CSMAD Criminal Sanctions Market Abuse Directive 2014/57/EU 

CTF Counter Terrorist Financing 

DFBIS Department for Business, Innovation and Skills 

DG FISMA  Directorate-General for Financial Stability, Financial Services and 
Capital Markets Union  

DG MARKT Internal Market and Services Directorate General of the European 
Commission 

DGS Deposit Guarantee Scheme 

DGSD  Deposit Guarantee Schemes Directive 2014/49/EU 

Dodd-Frank Act Dodd-Frank Wall Street Reform and Consumer Protection Act (US) 

D-SIBs Domestic Systemically Important Banks 

EBA European Banking Authority 

EC European Commission 

ECB European Central Bank 

ECJ European Court of Justice 

ECOFIN Economic and Financial Affairs Council (configuration of the 
Council of the European Union dealing with financial and fiscal and 
competition issues) 

ECON Economic and Monetary Affairs Committee of the European 
Parliament 

EDIS European Deposit Insurance Scheme 

EEA European Economic Area 

EEC European Economic Community 
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EIOPA European Insurance and Occupations Pension Authority  

ELTIF European long-term investment fund 

EMIR Regulation on OTC Derivatives, Central Counterparties and Trade 
Repositories (EU) No 648/2012 

EP European Parliament 

EPC European Payments Council  

ESA European Supervisory Authority (i.e. generic term for EBA, EIOPA 
and ESMA) 

ESCB European System of Central Banks 

ESEF European Single Electronic Format 

ESMA European Securities and Markets Authority 

ESRB European Systemic Risk Board 

EU European Union 

EURIBOR Euro Interbank Offered Rate 

Eurosystem System of central banks in the euro area, including the ECB 

EUVECA  European Venture Capital Funds Regulation (EU) 345/2014 

FAMR  Financial Advice Market Review  

FASB Financial Accounting Standards Board (US) 

FATCA Foreign Account Tax Compliance Act (US) 

FATF Financial Action Task Force 

FC Financial counterparty under EMIR 

FCA Financial Conduct Authority  

FDIC Federal Deposit Insurance Corporation (US) 

FiCOD Financial Conglomerates Directive 2002/87/EC 

FiCOD1 Amending Directive 2011/89/EU of 16 November 2011 

FMI Financial Market Infrastructure 

FMLC  Financial Markets Law Committee  

FOS Financial Ombudsman Service 

FPC Financial Policy Committee  

FRC Financial Reporting Council 

FSA Financial Services Authority 

FSB Financial Stability Board 

FSBRA Financial Services (Banking Reform) Act 2013 

FS Act 2012 Financial Services Act 2012 

FSCP Financial Services Consumer Panel 

FSCS Financial Services Compensation Scheme 

FSI Financial Stability Institute (of the BIS) 

FSMA Financial Services and Markets Act 2000 

FSOC Financial Stability Oversight Council 

FTT Financial Transaction Tax 

G30 Group of 30 
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GAAP Generally Accepted Accounting Principles 

G-SIBs Global Systemically Important Banks 

G-SIFIs Global Systemically Important Financial Institutions 

G-SIIs Global Systemically Important Institutions 

HCSTC High Cost Short Term Credit 

HMRC Her Majesty’s Revenue and Customs 

HMT Her Majesty’s Treasury 

IA Investment Association 

IAIS International Association of Insurance Supervisors 

IASB International Accounting Standards Board  

IBA ICE Benchmark Administration  

ICAAP Internal Capital Adequacy Assessment Process 

ICAS Individual Capital Adequacy Standards 

ICOBS Insurance: Conduct of Business Sourcebook 

IDD The Insurance Distribution Directive (EU) 2016/97 – also known as 
IMD2  

IFRS International Financial Reporting Standards 

ILAA Internal Liquidity Adequacy Assessment  

ILAAP Internal Liquidity Adequacy Assessment Process 

ILS Insurance-Linked Securities 

IMAP Internal Model Approval Process 

IMD Insurance Mediation Directive 2002/92/EC 

IMF International Monetary Fund 

IORP Institutions for Occupational Retirement Provision Directive 
2003/43/EC 

IOSCO International Organisations of Securities Commissions 

IRB Internal Ratings Based 

ISDA International Swaps and Derivatives Association 

ITS Implementing Technical Standards 

JCESA Joint Committee of the European Supervisory Authorities 

JMLSG Joint Money Laundering Steering Committee 

JURI Legal Affairs Committee of the European Parliament 

KID Key Information Document  

KYC Know your client  

LCR Liquidity coverage ratio 

LEI Legal Entity Identifier 

LIBOR London Interbank Offered Rate 

MA Matching Adjustment 

MAD Market Abuse Directive 2003/6/EC 

MAR Market Abuse Regulation (EU) 596/2014  

Material Risk 
Takers Regulation 

Commission Delegated Regulation (EU) No 604/2014 of 4 March 
2014 supplementing Directive 2013/36/EU of the EP and of the 
Council with regard to regulatory technical standards with respect to 
qualitative and appropriate quantitative criteria to identify 
categories of staff whose professional activities have a material 
impact on an institution's risk profile 
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MCD Mortgage Credit Directive 2014/17/EU 

MCOB Mortgages and Home Finance: Conduct of Business sourcebook 

Member States countries which are members of the European Union 

MiFID Markets in Financial Instruments Directive 2004/39/EC 

MiFID II Markets in Financial Instruments Directive (recast) 2014/65/EU – 
also used to refer to the regime under both this directive and MiFIR  

MiFIR Markets in Financial Instruments Regulation (EU) No 600/2014 

MLRO Money Laundering Reporting Officer 

MMF Money Market Fund 

MMR Mortgage Market Review 

MoJ Ministry of Justice  

MoU Memorandum of Understanding 

MPC Monetary Policy Committee 

MREL Minimum requirements for own funds and eligible liabilities 

MTF Multilateral Trading Facility 

NBNI G-SIFI Non-bank non-insurer global systemically important financial 
institution 

NCA National competent authority 

NDF Non-Directive Firms – firms that do not fall within Solvency II 

NFC Non-financial counterparty under EMIR 

NIS Directive Proposal for a directive of the EP and Council concerning measures 
to ensure a high common level of network and information security 
across the EU 

NSFR Net Stable Funding Ratio 

NURS Non-UCITS Retail Scheme  

OECD Organisation for Economic Cooperation and Development 

Official Journal Official Journal of the European Union 

OFSI Office of Financial Sanctions Implementation 

OFT Office of Fair Trading 

Omnibus II Second Directive amending existing legislation to reflect Lisbon 
Treaty and new supervisory infrastructure (2014/51/EU). Amends 
the Prospectus Directive (Directive 2003/71/EC) and Solvency II 
(Directive 2009/138/EC)  

ORSA Own Risk Solvency Assessment 

O-SIIs Other systemically important institutions 

OTC Over-The-Counter 

OTF Organised trading facility 

PAD  Payment Accounts Directive 2014/92/EU 

PIFs Personal investment firms 

PPI Payment Protection Insurance  

P2P Peer to Peer 

PERG Perimeter Guidance Manual 
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PRA Prudential Regulation Authority 

Presidency Member State which takes the leadership for negotiations in the 
Council: rotates on 6 monthly basis 

PRIIPs 
Regulation 

Regulation on key information documents for investment and 
insurance-based products (Regulation 1286/2014) 

PSD2 The revised Payment Services Directive (EU) 2015/2366  

PSP Payment service provider 

PSR Payment Systems Regulator 

QIS Quantitative Impact Study 

RAO  Financial Services and Markets Act 2000 (Regulated Activities) 
Order 2001 (SI 2001/544) 

RDR Retail Distribution Review 

REMIT Regulation on wholesale energy markets integrity and transparency 
(EU) 1227/2011 

RFB Ring-fenced body 

RONIA Repurchase Overnight Index Average 

RRPs Recovery and Resolution Plans 

RTS Regulatory Technical Standards 

RWA Risk-weighted assets 

SCR Solvency Capital Requirement (under Solvency II) 

SCV Single customer view 

SEC Securities and Exchange Commission (US) 

Securitisation 
Regulation 

Proposal for a Regulation of the EP and Council laying down 

common rules on securitisation and creating a European framework 

for simple, transparent and standardised securitisation and 

amending Directives 2009/65/EC, 2009/138/EC, 2011/61/EU and 

Regulations (EC) No 1060/2009 and (EU) No 648/2012 

(COM(2015)472/F1) 

SEPA Single Euro Payments Area 

SFT Securities financing transaction 

SFTR Securities Financing Transactions Regulation (EU) 2015/2365 

SFO Serious Fraud Office 

SIMF Senior Insurer Manager Function  

SIMR  Senior Insurer Managers Regime  

SM&CR Senior Managers and Certification Regime 

SME Small and Medium sized Enterprises 

SMF Senior Manager Function  

SOCA Serious Organised Crime Agency 

Solvency II Directive 2009/138/EC 

SONIA Sterling Overnight Index Average 

SPV Special purpose vehicle 

SREP  Supervisory Review and Evaluation Process  

SRB Single Resolution Board  

SRF Single Resolution Fund 
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SRM  Single Resolution Mechanism 

SSM Single Supervisory Mechanism 

SSR Short Selling Regulation (EU) 236/2012 

SUP FCA supervision manual 

T2S TARGET2-Securities 

TC Treasury Committee 

TLAC Total Loss Absorbing Capacity 

TR Trade Repository 

TPR The Pensions Regulator 

UCITS Undertakings for Collective Investments in Transferable Securities 

UCITS V UCITS V Directive 2014/91/EU 

UKLA UK Listing Authority  

UTI  Unique Trade Identifier  

XBRL eXtensible Business Reporting Language 
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