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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.” 

In May we saw a significant flow of new 

regulatory developments, including 

important developments on the SM&CR, 

the FCA’s planned strategic review of retail 

banking business models, the BoE’s MREL 

requirements and proposed amendments to 

EMIR. 

Our UK regulators continue to develop the 

SM&CR. In a policy statement the PRA 

confirmed its plans to create new SMFs and 

to apply conduct rules to notified non-

executive directors. It intends to introduce 

new SMF roles for head of key business area 

and chief operations for insurers, and 

expects to consult on those shortly. The 

chief operations SMF will have important 

implications for individual accountability 

for cyber resilience. Meanwhile the FCA set 

out its approach to applying its conduct 

rules to non-executive directors of banking 

and insurance firms. And it plans to apply 

new whistleblowing requirements to UK 

branches of overseas banks. We expect the 

FCA to issue a consultation paper in the 

coming weeks on extending the SM&CR to 

all regulated firms, so look out for this. 

In addition, the FCA revealed details of its 

planned strategic review of retail banking 

business models, which it first announced in 

its business plan. The FCA wants to look at 

retail business models across banks, 

building societies and credit unions to 

identify any conduct or competition issues. 

It will assess the profitability of different 

product types and parts of the value chain, 

and the relationship between them. It 

intends to pay particular attention to any 

cross-subsidies or incentives to cross-sell 

different products. This review will include 

a focus on the personal current account 

market and free-if-in-credit banking. The 

FCA plans to engage with firms about the 

review in June, before issuing an 

information request. Firms should begin 

considering the potential impact of the 

review, and identifying information that 

evidences their profitability by business line 

and product. 

In the prudential space, the BoE provided 

indicative data on the level of MREL 

obligations for affected banks and building 

societies. This initiative reflects the 

application of its policy approach to setting 

MREL, issued in November 2016. Larger 

banks and building societies (with a size or 

functions that mean they have a resolution 

plan in place involving the use of the BoE’s 

resolution tools) will need to hold additional 

capital beyond their going-concern 

resources from 1 January 2020. The BoE 

says interim MREL obligations will apply 

from 1 January 2020, and full obligations 

from 1 January 2022. 

Over in Brussels, EU bodies continue to 

progress major conduct initiatives. The EC 

published a proposed regulation to amend 

and update EMIR, officially kicking off the 

first legislative stage of ‘EMIR II’. The EC is 

seeking to increase the regulatory 

responsibilities for TRs, while lightening 

reporting and clearing obligations for firms 

with smaller derivatives exposures. We 

explore the implications for firms in more 

detail in this month’s feature article on p. 7. 

The deadlines for other major initiatives are 

approaching fast. Firms’ MiFID II 

implementation plans are reaching a crucial 

stage, with just six months to go until the 3 

January 2018 implementation date. In our 

feature on p. 4 we look in detail at firms’ 

plans and the challenges they face in the 

second half of the year to ensure they’re 

ready in time. 

The EP and Council completed their first 

major legislative initiative on the CMU 

agenda with the publication of the finalised 

text of the Prospectus Regulation. The 

regulation amends the 2003 Prospectus 

Directive and will make the prospectus 

disclosure requirements more 

proportionate. The regulation will enter into 

force 20 days after publication in the 

Official Journal, but most of its provisions 

won’t come into force until 2019. 

Cyber resilience continues to be a hot topic 

worldwide. The OECD issued a report for 

the Group of Seven on the cyber insurance 

market, which identifies a number of issues, 

including gaps in coverage and challenges in 
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quantifying cyber risks such as the lack of 

historical data. The OECD proposes a 

number of potential remedies to improve 

the market, so we’re likely to see future 

initiatives as cyber insurance will no doubt 

become increasingly important to financial 

services firms. For instance the PRA is due 

to issue a policy statement on cyber 

insurance underwriting risk by the end of 

June 2017. Also in the technology space, the 

EBA is consulting on guidance for how firms 

use cloud services. Recognising the growing 

use of these services, the EBA says the 

guidance builds on more general existing 

guidelines on outsourcing. 

In the coming weeks and months, we expect 

to see the FCA’s mortgage market study 

interim report, a number of FCA policy 

statements on MiFID II implementation, 

and EC proposals for changes to the 

supervision of CCPs. In the meantime, we 

hope you enjoy reading this month’s 

updates. 
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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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It’s been a long slog, but we’re now just over 

six months away from the MiFID II go-live 

date of 3 January 2018. The coming months 

are likely to fly by as the deadline 

approaches. As we move into crunch time, 

it’s vital that firms remain focused across all 

MiFID II work streams to ensure there are 

no last-minute slip-ups. So what should 

firms be doing now? And what can we 

expect from regulators between now and 

January 2018, and beyond? 

Taking any remaining 
decisions 

Now is the time for firms to take any final 

decisions on their strategy and tactics, if 

they have not already made them. As we 

know, MiFID II is not just a compliance 

exercise. Some firms will need to take a 

number of strategic decisions - e.g. on 

whether or not to continue to service 

professional clients, given the enhanced 

best execution requirements. Other 

decisions are more practical in nature, such 

as deciding which trading venues the firm 

needs to connect to, to meet its trading and 

transparency obligations. The time to 

ponder options has passed and firms should 

prioritise taking any outstanding decisions. 

Arguably, the one exception to this premise 

is systematic internalisers (SIs). Firms can 

still defer taking final decisions on whether 

or not to opt-up to become a SI for a little 

while longer, but their thinking on this issue 

should at least be maturing by now. Firms 

can opt-up to become a SI from 3 January 

2018, but firms that do so are not compelled 

to undertake their first SI assessment until 1 

September 2018. ESMA plans to publish 

EU-wide data for the SI calculation on 1 

August 2018, covering the period from 3 

January 2018 to 30 June 2018. 

Finalising technology 
changes and testing 
systems 

By now most firms should be well down 

the road to finalising MiFID II technology 

solutions, either through vendors or in-

house solutions. As we move into the final 

months before the go-live date, firms should 

focus their attention on user acceptance 

testing and any final changes required to 

meet additional regulatory guidance. Firms 

should now have a good idea of which 

trading venues they will connect to, even if 

connectivity itself is not yet live. Similarly, 

at this stage firms should have a good idea 

of which approved reporting mechanisms 

(ARMs) and approved publication 

arrangements (APAs) they will use. 

For firms wishing to be submitting entities 

in the UK, the FCA is keen to see evidence of 

connectivity to its systems from 1 July 2017. 

The FCA is replacing the ZEN system which 

MiFID firms currently use to submit their 

transaction reporting data with a new 

Market Data Processor (MDP). 

The MDP will receive and process MiFID II 

market data from UK firms as well as 

relevant data from non-UK EEA 

participants. The MDP will provide access 

to ESMA’s new Financial Instrument 

Reference Data System via the Transaction 

Reporting Exchange Mechanism. 

The FCA has invited firms that wish to 

become submitting entities to participate in 

a dedicated industry test environment from 

1 July 2017 to 31 December 2017. During 

this period, all submitting entities seeking 

to demonstrate conformance and 

compliance with the FCA’s technical 

specification from 3 January 2018 will be 

onboarded to the MDP. The successful 

onboarding will form part of the FCA’s 

authorisation and supervisory process for 

submitting entities. Firms wishing to 

become an ARM (existing ARMs must 

reapply), APA or consolidated tape provider 

must submit an application to the FCA by 

3 July 2017. 

In addition, MiFID II requires firms which 

are members of trading venues to 

synchronise business clocks. The FCA has 

invited firms to engage in testing from 3 

July 2017, giving firms six months to test 

systems before the go-live date. 

Luke Nelson
Senior Manager
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Submitting regulatory 
applications and 
notifications 

The FCA published its MiFID II Application 

and Notification User Guide in January 

2017. Firms should use this guide to 

consider whether they need to apply for 

initial authorisation, a variation of 

permission (VoP) or provide the FCA with a 

notification. Matters requiring notice 

include engaging in algorithmic trading, 

providing direct electronic access (DEA) 

arrangements, being classified as a SI and 

intending to act as a clearing member. 

Generally, firms have until 3 January 2018 

to make notifications, but it’s highly 

advisable to refer to the FCA’s user guide 

to check for guidance on your particular 

circumstances. 

Firms wishing to operate an OTF will be 

required to apply for an authorisation or 

VoP to operate one. In its user guide, 

the FCA encouraged firms that want to 

operate an OTF to submit applications 

by 3 July 2017. 

To implement MiFID II, HMT has created 

a new investment type for structured 

deposits. Firms performing specific 

regulated activities for structured deposits 

are required to add structured deposits to 

their relevant Part 4A permission. The FCA 

requests that firms intending to provide 

these services submit a VoP before 3 

January 2018. 

Market operators and firms operating 

trading venues have the option to benefit 

from certain pre-trade transparency 

waivers. To do so, they must apply to their 

NCA to get prior approval. In the UK, the 

deadline for submitting waiver applications 

that could be active in time for the MiFID II 

go-live date was 1 February 2017 for equity 

and equity like instruments, and 1 June 

2017 for bonds and derivatives. The FCA 

continues to accept applications for waivers, 

but cannot guarantee that these requests 

will be processed by 3 January 2018. 

Training staff 

To prepare for the MiFID II go-live 

environment, some firms will need to 

educate relevant employees on the changes 

MiFID II will bring, particularly those staff 

who have not been involved in MiFID II 

programmes to date. For example, internal 

audit functions will have an important role 

to play in the MiFID II business as usual 

(BAU) environment but are unlikely to have 

been involved so far. Similarly, it will be 

important to educate individuals in front 

office roles who have not been part of the 

MiFID II change process but will feel its 

effects from 3 January 2018. Practically, 

firms can achieve this through a programme 

that highlights the business impacts of 

MiFID II relevant to particular functions. 

Tackling the outstanding 
compliance tasks 

When prioritising strands of work within 

MiFID II, most firms will have postponed 

some activities towards the end of the 

change period to focus on the more 

strategically important or technically 

difficult challenges.  

At this stage it’s important not to lose sight 

of the MiFID II changes that the firm might 

have deferred because they were considered 

easier to achieve, or because we were 

awaiting guidance from the regulators. 

These tasks might include making changes 

to client documentation or more basic 

amendments to policies and procedures. 

Now’s the time to take stock of these smaller 

changes and refine plans to complete them. 

Adapting to final 
policy changes 

While the vast majority of legislation is now 

finalised, there are still some important 

outstanding pieces firms will need to 

consider. In the UK, the most notable is the 

FCA’s final policy statement due in June. 

This document will contain final policy 

direction on important topics including 

inducements and research, client 

categorisation, suitability and 

appropriateness, and product governance. 

While we are not expecting the FCA to 

significantly depart from its proposals in 

CP16/29, it will be vital for firms to rapidly 

digest final policy and tweak their solutions 

as necessary. 

ESMA’s Q&A guidance will continue to 

emerge throughout the rest of 2017 (and 

most likely beyond). Firms should keep 

paying close attention to updates because 

the guidance gives direction on practical 

matters, which can be particularly helpful 

where there are inconsistencies or areas of 

ambiguity in Level 1 and 2 legislation. 

Planning for supervisory 
priorities 

Naturally, regulators will expect firms to be 

compliant in all areas of MiFID II on 3 

January 2018 and as a rule it’s dangerous to 

make predictions about supervisory 

activities. But supervisors are likely to 

prioritise some areas over others, and firms 

would be wise to ensure their compliance is 

watertight in those areas. 

In the UK, for clues we can look to areas 

where the FCA has been active ahead of the 

go-live date, or has previously engaged in 

enforcement activity. On this basis, we can 

say with a reasonable degree of confidence 

that transaction reporting is likely to be a 

priority for the FCA. The data is vital to the 

regulator for performing its supervisory 

activities and it’s an area where we’ve seen 

significant enforcement action on existing 

MiFID standards. Best execution is also 

likely to be a supervisory priority given the 

work the FCA’s done with firms through its 

thematic review on application of the 

current regime. 

https://www.fca.org.uk/publication/documents/mifid-ii-application-notification-guide.pdf
https://www.fca.org.uk/publication/documents/mifid-ii-application-notification-guide.pdf
https://www.fca.org.uk/publication/consultation/cp16-29.pdf
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Looking beyond 
January 2018 

It might be tempting to look at 3 January 

2018 as the finish line, but in reality, it’s just 

the beginning of the MiFID II regime. It’s 

therefore really important over the next six 

months to start to look beyond the go-live 

date and consider what life will be like in 

the new MiFID II environment. 

At a fundamental level, firms should 

anticipate shifting from running a change 

project to a BAU context. This transition is 

likely to mean an adjustment in 

responsibility, typically with a greater role 

for compliance functions. Firms should also 

start thinking about whether or not they 

have the appropriate controls in place 

across all relevant parts of their 

organisation to ensure ongoing compliance 

with MiFID II, as opposed to simply 

focusing on how to get over the line on 

3 January 2018. 

Commercial success in the MiFID II world 

will partly depend on firms’ ability to adapt 

to the new environment. Across the 

industry, market dynamics are going to 

change in ways that are difficult to fully and 

accurately anticipate. In capital markets, 

MiFID II will bring new trading venues and 

vast swathes of new data for firms to 

consume. In asset management, cost 

disclosures and research charges are likely 

to alter the competitive landscape. These 

changes and the many other changes MiFID 

II will bring, will not occur in a void. 

Technology will continue its rapid evolution 

and structural changes, not least of all 

Brexit, will affect the ways markets 

function. With this in mind, as firms finalise 

their MiFID II compliance efforts, they 

should ensure solutions are robust and 

sufficiently flexible to facilitate strategic 

adjustment going forward. 
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The EC published a proposed regulation to 

amend and update EMIR on 4 May 2017, 

officially kicking off the first legislative stage 

of ‘EMIR II’. Through its amendments, the 

EC is increasing the responsibilities for 

market infrastructure providers, most 

notably TRs, while seeking to lighten 

reporting and clearing obligations for firms 

with smaller derivatives exposures. 

Expanding TRs’ 
responsibilities 

While EMIR II will probably expand TR 

responsibilities, the real headline is the 

enforcement focus. The EC’s proposals 

would dramatically increase the maximum 

fines for TRs, raising them ten-fold from 

€20,000 currently to €200,000. As 

regulators have so far only fined market 

infrastructure providers for EMIR violations 

(as opposed to firms), the proposed 

amendments support a wider trend of 

prioritising facility enforcement in EU 

derivatives reform. TRs will find this 

very prospect sobering as they begin 

to prepare for new operational 

requirements and possibly expanded 

regulatory responsibilities. 

The proposed EMIR amendments indicate 

that TRs may need to take a more active role 

in ensuring that transaction reporting data 

is accurate and readily accessible for 

regulators. While only alluded to in general 

terms, EMIR II could require TRs to adhere 

to common data validation and 

reconciliation standards. As the existing 

rules already impose high-level 

requirements in these areas, the fact that 

the EC proposes revisiting them under 

EMIR II suggests that future technical 

standards could impose more detailed 

obligations for TRs to ensure the accuracy 

of submissions. 

The development of SFTR rules covers some 

of this ground with proposed standards 

around the authentication of 

users/participants, and the performance of 

schema and logical validation. ESMA 

published its final report on the draft RTS 

for SFTR in April 2017, but implementation 

timescales for the regulation are currently 

uncertain. It’s also not clear whether 

EMIR would simply leverage any SFTR 

rules or go even further in making TRs 

front-line reviewers. 

While TRs may find this potential new role 

burdensome, it could benefit both 

counterparties and regulators. 

Counterparties will welcome having another 

entity, especially one with the technical 

resources of a repository, invested in the 

accuracy of their reporting. Likewise, 

regulators will be able to better harness 

their supervisory and enforcement 

resources by effectively outsourcing some of 

their oversight role to TRs. 

Just as significantly, TRs may have to put in 

place more detailed policies to ensure 

effective intra-repository reconciliation. In a 

dual-sided reporting regime like EMIR, 

reconciliation is essential when a different 

TR is used for each side of the report. If TRs 

have too much difficulty reconciling such 

data, then regulators are unable to 

accurately understand the terms of the 

transaction and whether they have been 

reported correctly. 

Counterparties will also benefit from 

improved intra-repository reconciliations, 

as such reconciliation would likely require 

increased uniformity of submission criteria. 

Currently, TRs impose individualistic data 

requirements for submissions, beyond 

EMIR requirements, and this imposes 

additional reporting burdens and costs. As 

reconciliation can only be achieved by better 

aligning these divergent requirements, 

derivative counterparties could find that the 

submission process becomes simpler and 

more stream-lined as a result. 

In contrast to the increase in TR duties, 

CCPs face only a few new requirements 

under the proposals. Notably, CCPs will 

have to provide clearing members with a 

tool to determine their likely margin 

requirements, as well as providing more 

transparency around their initial margin 

models. Counterparties will likely welcome 

these new resources, which will help clarify 

Dominic Muller
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the costs of derivatives transactions, but 

using the tools could be burdensome too. 

The extent of the effort required won’t be 

clear until the EC better defines the 

regulatory parameters of the tool. 

Reducing reporting and 
clearing burdens 

Firms have complained that some reporting 

obligations under EMIR don’t make sense. 

Acknowledging that CCPs capture all of the 

pertinent trade details for exchange-traded 

derivatives (ETDs) as the automatic 

intermediary for such trades, the proposed 

EMIR amendments would transfer the 

reporting responsibility for ETDs from the 

counterparties to CCPs. Likewise, firms 

have observed that intra-group transactions 

involving NFCs don’t pose the same 

systemic risk concerns as transactions 

between FCs. As a result the EC proposes to 

exclude such intra-group transactions from 

the reporting obligation. In addition, the EC 

suggests removing the requirement to 

report historic trades because it’s not clear 

how such transactions would contribute to 

current systemic risk. 

The EC also proposes lightening the 

reporting burden for smaller NFCs by 

shifting the reporting responsibility to FCs. 

While the EU reporting regimes typically 

have a dual-sided model, EMIR II would 

follow SFTR’s lead in creating a limited 

single-sided reporting regime for 

transactions between FCs and NFCs with 

lower exposures. 

These changes should be relatively easy for 

firms to implement, especially because the 

EC is shifting reporting obligations to those 

entities best equipped to meet them. While 

firms will need to make some changes to 

processes and systems to ensure their 

reporting parameters are adjusted to 

limit or expand the scope of their 

reporting duties, these changes should 

be manageable. 

Firms will welcome lighter reporting 

burdens, but it’s important they make the 

necessary system and process changes, as 

they can be fined for over-reporting as 

much as for under-reporting. 

Similar to its approach to reporting, the EC 

seeks to reduce the clearing obligations for 

entities with smaller derivatives exposures 

which struggle to meet the requirements. 

Both corporates and smaller financial firms 

will have their clearing obligations lessened, 

depending on the circumstances. Finally, 

similar to its approach for reporting historic 

trades, the EC proposes to remove 

obligations around clearing transactions 

entered into prior to the start of 

mandatory clearing. 

Changes on the horizon 

In a communication published with the 

EMIR II proposals, the EC signalled that 

there are additional regulatory changes to 

CCP rules on the horizon, in response to 

Brexit. The EC may look to limit market 

access for third country CCPs with a focus 

on the significant market share enjoyed by 

UK CCPs for euro-denominated clearing. 

Instead of altering the equivalence criteria, 

which would affect all foreign CCPs equally, 

any new changes would likely focus on 

increased supervisory and location criteria 

for CCPs clearing EU Member State 

currencies (including the euro). This change 

could allow the EU to more strategically 

target the UK’s CCPs. 

The EC discusses the possibility of 

increasing the supervisory role of central 

banks, which could allow the EU to argue 

EU-based entities will be unable to 

adequately supervise UK CCPs on a cross-

border basis. It also references the potential 

need for location criteria and enhanced EU 

supervision more broadly. In addition, the 

EC’s suggestion that it may focus on 

‘systemic risk’ as a factor in enhanced 

supervision could be a rationale for 

targeting UK CCPs that clear much higher 

volumes while sparing US and Asian 

clearing houses. 

Moving euro-clearing to the continent has 

been a long-standing political goal of EU 

regulators and the continental financial 

services industry. While the ECJ rejected an 

earlier attempt by the ECB to unilaterally 

move such clearing, the EC’s 

communication indicates that any new 

effort would be done on a different basis 

(i.e. would be done legislatively and 

wouldn’t discriminate between euro and 

non-euro zones) and therefore would avoid 

the ECB’s earlier pitfalls. As a result, Brexit 

may provide the circumstances to allow the 

EU to move clearing business away from the 

UK and towards the EU27. 

What do firms need to 
do now? 

The EC’s proposed changes are at an early 

stage, and TRs and CCPs will need to wait 

for the proposed regulation to be finalised 

and for technical standards before they can 

start making changes to their business. 

But it’s important that firms take note of the 

proposals now, as EMIR II and Brexit pose 

challenges to their business model. 

Consequently, they should begin to assess 

how they will respond to worst-case 

scenarios and how they can engage with 

regulators and authorities to advocate for 

more favourable outcomes. The timing for 

the implementation of EMIR II is unknown. 

It could conceivably be after the UK exits 

the EU, but even in this case, it’s likely the 

UK would want to maintain equivalent rules 

to the EU, so the amendments would likely 

still be relevant for firms in the UK. 

Given that the EC and ESMA will be 

expanding their data accuracy role through 

SFTR, and could well expand upon this with 

future EMIR II technical standards, TRs 

would be well advised to carry out a gap 

analysis of the new requirements against 

their existing validation capabilities. 

Likewise, TRs should recognise that any 

new SFTR requirements could be used as a 

baseline for even stricter standards under 

EMIR II, and should prioritise SFTR 

compliance accordingly. 
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By contrast, investment banks and asset 

managers should take comfort that EMIR II 

largely seeks to lighten their derivatives 

regulatory burden. But, there are a number 

of potential areas of concern that could get 

lost in the shuffle. 

All firms should assess how difficult it will 

be to redesign their reporting parameters to 

ensure that any de-scoped reporting 

obligations are no longer submitted, as the 

failure to do so could result in significant 

over-reporting. Likewise, firms will need to 

make sure they establish clearing policies 

that take advantage of lighter obligations 

but still meet regulatory requirements. 

It’s clear that EMIR II will be a significant 

piece of EU legislation, so it’s crucial that 

firms begin to assess how these 

amendments will fit into their processes and 

procedures to comply with derivatives and 

transaction reporting requirements. 
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Regulation 

Advice 
Assessing investment advice 
and disclosure 

The FCA published the results of its 

Assessing Suitability Review on 18 May 

2017. Based on the review of over 1,000 

cases, the FCA found that the investment 

advice sector provides suitable advice in 

over 93% of occasions. Noting that these 

are positive results, the FCA credits this 

outcome to the successful adoption of 

the RDR. 

In contrast, the FCA finds that the rate of 

acceptable disclosure is only 52%. While 

product and suitability disclosure are 

comparatively strong, the FCA observes that 

there is a high level of unacceptable conduct 

around initial disclosure of costs and 

services. The main issues it identifies 

are firms: 

 using charging structures with a 

wide range 

 disclosing an hourly charging structure 

but failing to provide an estimate of how 

long each service is likely to take. 

The FCA plans to provide further details 

of its findings over the course of 2017 and 

into 2018 including examples of good and 

bad practice. 

Brexit 
EC recommends Brexit negotiating 
directives 

The Article 50 process gathered momentum 

following a recommendation for a Council 

decision from The College of 

Commissioners to the EC to open the Article 

50 negotiations with the UK, on 3 May 

2017. It includes draft negotiating directives 

set out in an annex to the recommendation, 

and a Q&A. By adopting the draft decision, 

the Council will authorise the EC to 

commence formal negotiations with the UK. 

The EC recommendation outlines the core 

negotiating principles and process for 

conducting the first phase of Article 50 

negotiations. It reflects the two-phased 

approach put forward by the leaders of the 

27 Member States, which requires sufficient 

progress to be made on key issues in the exit 

negotiations before talks can move on to 

initial discussions on a new trade 

agreement. 

The negotiating directives set out by the 

EC primarily focus on: 

 safeguarding the status and rights of 

EU and UK citizens 

 the UK’s financial settlement 

 the continued supply of goods and on-

going procedures based on EU law 

 arrangements regarding other 

administrative issues relating to the 

functioning of the EU 

 governance – which includes setting up 

an institutional structure to ensure 

effective enforcement of commitments 

under the UK’s agreement with the EU. 

The General Affairs Council adopted the 

negotiating directive on 22 May 2017.  

A speech by the EC’s Chief Brexit Negotiator 

Michel Barnier was also released on 3 May 

2017. He expressed the view that the UK 

must put significant effort into negotiations 

over the coming weeks and months to 

increase the chances of reaching a deal with 

the EU. Barnier dismissed the view that 

Brexit would have no material impact or 

that the negotiations can be concluded 

quickly and painlessly. 

EU ready for formal Brexit talks 

On 22 May 2017 the General Affairs Council 

adopted detailed negotiating directives for 

Brexit talks and a decision authorising the 

opening of negotiations. The EU has now 

cleared all the necessary hurdles to open 

formal talks with the UK. On the same day, 

the EC published its approach to 

transparency in the negotiations. The EC 

intends to publish all negotiating 

documents it shares with EU Member 

States, the Council, the EP, national 

parliaments and the UK. 

 

Cross sector announcements 

https://www.fca.org.uk/publication/multi-firm-reviews/assessing-suitability-review.pdf
https://ec.europa.eu/info/sites/info/files/recommendation-uk-eu-negotiations_3-may-2017_en.pdf
https://ec.europa.eu/info/sites/info/files/recommendation-uk-eu-negotiations_3-may-2017_en.pdf
https://ec.europa.eu/info/sites/info/files/recommendation-uk-eu-negotiations_3-may-2017_en.pdf
https://ec.europa.eu/info/sites/info/files/recommendation-uk-eu-negotiations_3-may-2017_en.pdf
https://ec.europa.eu/info/sites/info/files/annex-recommendation-uk-eu-negotiations_3-may-2017_en.pdf
http://europa.eu/rapid/press-release_MEMO-17-1183_en.htm
http://europa.eu/rapid/press-release_SPEECH-17-1205_en.htm
http://www.consilium.europa.eu/en/meetings/gac/2017/05/Directives-for-the-negotiation-xt21016-ad01re02_en17_pdf/
http://data.consilium.europa.eu/doc/document/XT-21016-2017-INIT/en/pdf
https://ec.europa.eu/commission/article-50-negotiations-united-kingdom/european-commissions-approach-transparency-article-50-negotiations-united-kingdom_en
https://ec.europa.eu/commission/article-50-negotiations-united-kingdom/european-commissions-approach-transparency-article-50-negotiations-united-kingdom_en
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Michel Barnier, the EC’s Chief Brexit 

Negotiator, gave a speech following the 

General Affairs Council’s announcement. 

After the negotiations start, Barnier said it 

is down to him to propose to the Council 

whether or not sufficient progress has been 

made on the initial exit issues (the UK’s 

financial settlement, citizens’ rights and 

borders) so that talks can begin on the 

future UK-EU trade deal. The first 

negotiating session is due to be held in the 

week of 19 June 2017, and the first report 

on negotiations to be submitted to the EC 

by 23 June 2017. 

ESMA aims for consistent Brexit 
approach 

ESMA issued an Opinion on 31 May 2017 

setting out general principles for how EU27 

NCAs should treat businesses looking to 

relocate operations in response to Brexit. 

The Opinion assumes the UK becomes a 

third country post-Brexit. ESMA wants 

NCAs to take a consistent approach to 

authorisation, supervision and enforcement 

for firms moving activities from the UK to 

avoid regulatory arbitrage. The nine 

principles include: 

 no automatic recognition of existing 

authorisations 

 outsourcing and delegation to third 

countries is only possible under strict 

conditions 

 no ‘letterbox’ entities to be allowed 

 NCAs should ensure that substance 

requirements are met 

 NCAs must be in a position to effectively 

supervise and enforce EU law. 

ESMA plans to develop more detailed 

guidance for individual sectors in due 

course. 

CMU 
Agreeing securitisation rules 

The Council reached a long-awaited 

agreement with the EP on new 

securitisation rules under CMU on 30 May 

2017. The Council announced that the 

contentious issue of risk retention has been 

resolved such that issuers are required to 

retain at least 5% credit risk in the assets 

that they securitise, such as mortgages or 

car loans.  

Currently, risk retention is only an indirect 

requirement as various investor groups such 

as AIF managers are prohibited from 

investing in securitisations where the 

originator has not retained such risk. But 

that only provides a market pressure as 

opposed to the type of direct regulatory 

obligation as under the new rules. The 5% 

amount aligns the EU rules with US 

requirements.  

The agreement between the Council and EP 

also narrows the circumstances where re-

securitisations, in which a securitisation 

becomes an underlying asset of another 

securitisation, will be permitted. 

Additionally it finalises how different risk 

methodologies can be used to calculate 

capital requirements.  

The agreement still needs to be formally 

approved by the Council and the EP, first by 

the relevant committees and then by 

plenary vote. 

Conduct 
SM&CR: applying the duty of 
responsibility 

The FCA confirmed Guidance on the duty of 

responsibility: final amendments to the 

Decision Procedure and Penalties Manual 

– PS17/9 on 3 May 2017. It amends the 

Decision Procedure and Penalties Manual 

(DEPP) and explains how the FCA will 

enforce the duty of responsibility, in 

response to the Consultation Paper 16/26 

published in September 2016. The FCA has 

made no substantive amendments to DEPP. 

The FCA states that the duty of 

responsibility is supported by the conduct 

rules, which set basic standards of good 

conduct. The FCA may take disciplinary 

action against those staff whose conduct 

falls short of these standards. 

The duty of responsibility will apply across 

the financial services industry when the 

SMR is extended to all firms, planned for 

2018. The duty of responsibility came into 

force on 10 May 2016. DEPP will apply from 

the policy statement publication date. 

Updating SM&CR policy on approving 
individuals 

The PRA issued a statement of policy 

update, Conditions, time limits and 

variations of approval on SM&CR on 12 

May 2017. The PRA updates its policies on 

approving individuals subject to conditions 

and time limits and varying approvals, both 

under section 59 of FSMA. 

Using non-binding, non-exhaustive 

examples, the PRA clarifies where it may 

use its FSMA powers to impose time limits, 

conditions and variations on the approvals 

of Senior Managers. The statement of policy 

applies to all Relevant Authorised Persons 

(Relevant Firms) including banks, building 

societies, credit unions and PRA designated 

investment firms. 

PRA optimises SM&CR and SIMR 

The PRA confirmed plans to create new 

SMFs and to apply conduct rules to notified 

non-executive directors (NEDs), in PS12/17: 

Strengthening individual accountability in 

banking and insurance: amendments and 

optimisations on 12 May 2017. The PRA 

confirms it is: 

 introducing a new head of key business 

area SMF and a chief operations SMF 

for insurers 

 clarifying its expectations on statements 

of responsibilities (SORs) and 

management responsibilities 

maps (MRMs). 

http://europa.eu/rapid/press-release_SPEECH-17-1422_en.htm
https://www.esma.europa.eu/file/22278/download?token=Itu5XwcE
http://www.consilium.europa.eu/en/press/press-releases/2017/05/30-capital-markets-union-securitisation/
https://www.fca.org.uk/publication/policy/ps17-09.pdf
https://www.fca.org.uk/publication/policy/ps17-09.pdf
https://www.fca.org.uk/publication/policy/ps17-09.pdf
https://www.fca.org.uk/publication/policy/ps17-09.pdf
https://www.fca.org.uk/publication/consultation/cp16-26.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/sop/2017/conditionsupdate.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/sop/2017/conditionsupdate.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/ps/2017/ps1217.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/ps/2017/ps1217.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/ps/2017/ps1217.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/ps/2017/ps1217.pdf
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It revised the definition of the chief 

operations SMF to cover ‘responsibility for 

managing the internal operations and 

technology of a firm’ (the previously 

proposed definition also covered systems). 

And the PRA confirms it intends to allow 

the chief operations SMF to be split among 

more than one individual. The PRA also 

published an updated version of SS28/15: 

Strengthening individual accountability in 

banking, which includes further details on 

how the splitting of this role might work 

in practice. 

The PRA’s revised expectations relating to 

the duty of responsibility and SORs and 

MRMs are effective immediately. The 

application of the conduct rules to notified 

NEDs becomes effective on 3 July 2017, 

while changes to the SIMR described in 

chapter 4 of the policy statement take effect 

on 12 September 2017. A number of firms 

requested a transitional period for the 

proposals relating to the new SMFs. The 

PRA plans to consult shortly on these new 

roles and related changes to PRA and FCA 

forms. 

FSB reviews global conduct risk efforts 

The FSB published its Stocktake of efforts 

to strengthen governance frameworks to 

mitigate misconduct risks on 23 May 2017. 

It summarises current global practice on 

managing misconduct risk and outlines 

further work to enhance global efforts. It 

also proposes follow-up work in three key 

areas with a view to preparing a toolkit for 

supervisors and firms on: 

 rolling bad apples – exploring the 

degree to which staff suspected of 

misconduct move between firms and 

seeking to enhance employee screening 

and due diligence effectiveness 

 responsibility mapping – examining 

ways misconduct risks can be aligned to 

senior individuals to build personal 

responsibility 

 culture – reviewing governance 

mechanisms for escalating conduct 

issues, staff training and non-financial 

incentives. 

As the work develops the FSB intends to 

consider what further steps are necessary, 

such as preparing additional guidance. It 

aims to report on this work by March 2018. 

Applying conduct rules to non-
executive directors 

The FCA published a policy statement 

Applying our conduct rules to non-

executive directors in the banking and 

insurance sectors – PS17/8 on 3 May 2017. 

The statement provides feedback on 

responses from a previous Consultation 

Paper 16/27 published in September 2016. 

The FCA introduces final provisions to 

extend conduct rules in the Code of Conduct 

sourcebook (COCON) to standard non-

executive directors (NEDs) in banks, 

building societies, credit unions and 

insurance firms. The FCA will now apply 

individual rules of conduct to all directors, 

irrespective of whether they perform a 

senior manager role or another controlled 

function. Previously it allowed NEDs who 

do not hold senior management functions to 

not be subject to regulatory pre-approval. 

The FCA has also committed to publishing 

another consultation paper on the extension 

of the individual accountability regime to 

solo-regulated firms and insurance firms. 

The FCA says applying COCON to standard 

NEDs will help raise standards of conduct 

and reduce the risk of future misconduct 

and mis-selling in firms. These new rules 

come into force on 3 July 2017. 

Disclosure 
Finalising new prospectus rules 

The EP and Council published the finalised 

text of the Prospectus Regulation on 16 May 

2017. The Regulation amends the 2003 

Prospectus Directive and was approved by 

the EP on 5 April 2017. It will officially 

enter into force 20 days after publication 

in the Official Journal but most of the 

provisions will enjoy a two-year 

implementation period. 

The EC seeks to strengthen the frequency 

and scale of securities offerings in the EU by 

making prospectus disclosure requirements 

more proportionate. Amending the 

prospectus rules is an important pillar of 

the CMU agenda - finalising these 

amendments is the first CMU initiative 

to be fully completed. 

The rules will carve out additional 

exemptions to the prospectus requirements, 

mandating that issuers won’t have to 

produce a prospectus for offerings of less 

than €1m. Member States will have the 

option to increase the limit under this 

exemption to allow offerings under €8m. 

Helpfully, the Regulation further clarifies 

what counts as an ‘offering’ and provides 

tailored prospectus regimes for secondary 

issuances and for issuances on SME 

growth markets. 

Transitioning the prospectus rules from a 

directive to a regulation should contribute 

to a more consistent framework across the 

EU for integrated capital markets. The 

Regulation’s rules around prospectus 

summaries, disclosure of risk factors, 

amendments and withdrawals should also 

increase consistency of the content and 

marketing of prospectuses. 

Financial crime and 
enforcement 
Managing money laundering risks 

The JCESA launched a Consultation Paper 

– Draft Joint RTS on the measures credit 

and financial institutions shall take to 

mitigate the risk of money laundering and 

terrorist financing on 31 May 2017. It 

proposes a draft RTS specifying how credit 

and financial institutions should manage 

money laundering and terrorist financing 

risks where a third country’s law prevents 

them from implementing group-wide 

policies and procedures. This may be the 

case where, for example, the sharing of 

http://www.bankofengland.co.uk/pra/Pages/publications/ss/2015/ss2815update.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/ss/2015/ss2815update.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/ss/2015/ss2815update.aspx
http://www.fsb.org/wp-content/uploads/WGGF-Phase-1-report-and-recommendations-for-Phase-2.pdf
http://www.fsb.org/wp-content/uploads/WGGF-Phase-1-report-and-recommendations-for-Phase-2.pdf
http://www.fsb.org/wp-content/uploads/WGGF-Phase-1-report-and-recommendations-for-Phase-2.pdf
https://www.fca.org.uk/publication/policy/ps17-08.pdf
https://www.fca.org.uk/publication/policy/ps17-08.pdf
https://www.fca.org.uk/publication/policy/ps17-08.pdf
https://www.fca.org.uk/publication/consultation/cp16-27.pdf
https://www.fca.org.uk/publication/consultation/cp16-27.pdf
http://data.consilium.europa.eu/doc/document/PE-63-2016-INIT/en/pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation%20Paper%20on%20RTS%20on%20the%20implementation%20of%20group%20wide%20AML-CFT%20policies%20in%20third%20countries%20(EBA-CP-2017-08).pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation%20Paper%20on%20RTS%20on%20the%20implementation%20of%20group%20wide%20AML-CFT%20policies%20in%20third%20countries%20(EBA-CP-2017-08).pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation%20Paper%20on%20RTS%20on%20the%20implementation%20of%20group%20wide%20AML-CFT%20policies%20in%20third%20countries%20(EBA-CP-2017-08).pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation%20Paper%20on%20RTS%20on%20the%20implementation%20of%20group%20wide%20AML-CFT%20policies%20in%20third%20countries%20(EBA-CP-2017-08).pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation%20Paper%20on%20RTS%20on%20the%20implementation%20of%20group%20wide%20AML-CFT%20policies%20in%20third%20countries%20(EBA-CP-2017-08).pdf


         
Executive summary MiFID II – only six 

months to go 
Getting ready for 
EMIR II 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

FS regulatory, accounting and audit bulletin – June 2017  PwC  13 

customer information conflicts with local 

data protection laws.  

These RTS are part of the ESAs’ wider work 

on fostering a common approach to 

AML/CTF controls. The ESAs will review 

the draft technical standards based on the 

responses received. They will then submit 

the RTS to the EC for endorsement before 

being published in the Official Journal. The 

consultation closes on 11 July 2017. 

Financial stability 
G7 re-emphasises terrorist financing 
and cybersecurity 

The finance ministers and central bank 

governors of the Group of Seven (G7) 

countries met on 12-13 May 2017 and issued 

a communique. This sets out the G7’s 

economic and financial priorities. 

Of particular interest from a financial 

services perspective is the G7’s re-emphasis 

on the need to focus on countering terrorist 

financing, including through greater 

cooperation and the work of the FATF. The 

G7 also stress the growing threat from cyber 

attacks. In light of this the G7 mandated the 

G7 Cyber Expert Group to develop a set of 

high level and non-binding fundamental 

elements for assessment of cybersecurity 

by October 2017. 

Creating a deeper union 

The EC published a Reflection Paper on the 

Deepening of the Economic and Monetary 

Union on 31 May 2017. The EC highlights 

the importance of ever-tighter economic 

and monetary union within the eurozone 

and outlines milestones for achievement.  

Reflecting that much of the ground work 

has already been laid, the EC emphasises 

the need for completion of the Banking 

Union and CMU work streams. Likewise, 

the EC argues for strengthening even 

further existing channels of economic policy 

coordination.  

The EC also outlines a number of new 

proposals, including tools that would 

improve macroeconomic stabilisation. It 

makes recommendations to improve 

eurozone governance and achieve further 

political integration. For example, the EC 

looks at the idea of a euro-area treasury and 

budget. The EC adds it would like to see the 

eurozone achieve stronger external 

representation. 

Innovation 
Examining FinTech credit 
opportunities and risks 

The FSB and the CGFS reported on FinTech 

credit – Market structure, business models 

and financial stability implications on 22 

May 2017, examining the opportunities and 

risks arising from electronic lending 

platforms such as P2P lending. They 

observe a wide variation in business models, 

types of credit and investor profile. But 

while the FinTech credit market continues 

to grow rapidly, it is still small relative to 

the size of overall lending. 

Should this market segment become more 

significant, the regulators foresee benefits 

to financial stability. These include lower 

concentration of credit provision from 

banks, FinTech credit representing an 

alternative funding source, together with 

efficiency gains arising from increased 

competitive pressures on incumbent banks. 

But they also identify risks including the 

potential for weaker lending standards and 

more procyclical credit provision. 

FinTech poses challenges for policy makers 

in monitoring and regulating this activity, 

the FSB and CGFS acknowledge. The FSB 

intends to publish another report on the 

financial stability implications of FinTech in 

general prior to the G20 Leaders’ Summit 

in July 2017. 

Market infrastructure 
EURIBOR remains quote-based 
for now 

The European Money Markets Institute 

(EMMI) issued the Pre-Live Verification 

Program: Outcome and Way Forward on 

4 May 2017, which reforms EURIBOR. As 

the administrator of a critical benchmark, 

EMMI must implement the strictest 

governance and controls requirements 

under the new regulation which applies 

from 1 January 2018. 

EMMI reformed EURIBOR to bring it into 

compliance with BMR, proposing a 

transition to a fully transaction-based 

methodology by the end of 2017. But after 

completing a six-month, pre-live 

verification program with contributions 

from 31 banks in 12 countries, EMMI 

determined that current market conditions 

do not permit it to make the transition in 

the short term. Instead, it plans to convene 

a task force to develop a hybrid 

methodology in collaboration with its NCA 

by the end of 2017. The critical benchmark 

will remain quote-based in the interim. 

EMMI plans to conduct an impact 

assessment on the hybrid methodology in 

the first half of 2018 and issue a 

consultation in the second half of 2018. 

Introducing EMIR II 

The EC published a proposal for a 

Regulation amending EMIR as regards the 

clearing obligation, the suspension of the 

clearing obligation, the reporting 

requirements, the risk-mitigation 

techniques for OTC derivatives not cleared 

by a CCP, the registration and supervision 

of TRs and the requirements for TRs - 

2017/0090 (COD) on 4 May 2017. It intends 

to reduce some of EMIR’s reporting and 

clearing obligations, especially for 

derivatives market participants with smaller 

exposures. At the same time the EC 

proposes to increase the responsibilities for 

derivatives market infrastructure 

institutions such as TRs and CCPs. 

These proposed changes exempt all firms 

from certain requirements, such as 

reporting exchange-traded derivatives, 

intragroup transactions and historic trades. 

For small non-financial firms transacting 

http://www.g7italy.it/sites/default/files/documents/G7%20FM&CBG%20-%20Bari%20Communiqué.pdf
https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-emu_en_0.pdf
https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-emu_en_0.pdf
https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-emu_en_0.pdf
http://www.fsb.org/2017/05/rapid-growth-in-fintech-credit-carries-opportunities-and-risks-report/
http://www.fsb.org/2017/05/rapid-growth-in-fintech-credit-carries-opportunities-and-risks-report/
http://www.fsb.org/2017/05/rapid-growth-in-fintech-credit-carries-opportunities-and-risks-report/
https://www.emmi-benchmarks.eu/assets/files/D0246B-2017_PLVP%20public%20report%20and%20way%20forward_FINAL.pdf
https://www.emmi-benchmarks.eu/assets/files/D0246B-2017_PLVP%20public%20report%20and%20way%20forward_FINAL.pdf
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
https://ec.europa.eu/info/law/better-regulation/initiative/25623/attachment/090166e5b21c0862_en
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with financial entities, EMIR II establishes a 

narrowly defined single-sided reporting 

regime placing the reporting responsibility 

for both parties on the financial entity. The 

amendments also introduce the first EMIR 

exemption for smaller financial entities, 

allowing them to cease clearing derivatives 

transactions if their exposures fall below all 

of the various instrument-specific clearing 

thresholds. 

By contrast, TRs now face new operational 

requirements around validating the 

accuracy of counterparty submissions, 

intra-TR data reconciliation and data 

transfer when clients switch repositories. 

Non-compliance with either existing or new 

requirements is set to become more costly, 

as the EC seeks to raise trade repository 

fines ten-fold, up to €200,000. It also 

proposes that CCPs provide more 

transparency around their initial margin 

models and provide clearing members and 

clients with tools to calculate expected 

margin costs. 

Moving euro-denominated clearing 

The EC discussed the potential for new 

regulatory requirements for euro-

denominated clearing in a communication 

published on 4 May 2017. The EC puts 

forward some of the arguments for why it 

believes euro-clearing should move from the 

UK to the eurozone post-Brexit and how 

that could be achieved. While the EC 

excluded such measures from the proposed 

regulation amending EMIR which was 

published on the same day, the 

communication makes it clear that it’s 

considering a number of possibilities and 

further regulatory amendments in this 

area could be on the way. 

Specifically, the EC suggests that the central 

bank of issue should be given an increased 

supervisory role over CCPs that clear 

transactions in EU Member State 

currencies, including the euro. While it is 

unclear what the extent of central banks’ 

roles would be, future amendments may 

make it very difficult for CCPs outside that 

central bank’s jurisdiction to demonstrate 

that they are adequately supervised from an 

EU perspective. 

More generally, the EC also suggests that 

given CCPs’ systemic importance for EU 

derivatives markets, EMIR-eligible CCPs 

could be subject to more general location 

and EU supervisory requirements which 

could make it difficult for third country 

CCPs to qualify. Such efforts could be seen 

as an effort to migrate clearing business 

from the UK to the EU27 once the UK 

leaves the EU. 

MiFID II 
Clarity on OTC derivative reporting 

ESMA published Opinion: OTC derivatives 

traded on a trading venue on 22 May 2017. 

It clarifies the concept of ‘traded on a 

trading venue’ (TOTV) under MiFID II. 

ESMA recognises clarification is needed to 

identify OTC derivatives which will be 

subject to MiFIR transparency and 

transaction reporting requirements.  

ESMA confirms OTC derivatives sharing the 

same MiFIR article 27 reference data details 

as a derivative TOTV should be subject to 

transparency and transaction reporting 

requirements. It carves out trading venue 

and issuer-related fields as these are not 

applicable for bilaterally negotiated 

transactions. 

MiFID II commodity position limit 
scope confirmed 

ESMA published an Opinion on 

Determining third-country trading venues 

for the purpose of position limits under 

MiFID II/MiFIR on 31 May 2017. ESMA 

confirms position limits should apply to 

commodity derivatives traded on EU 

trading venues and OTC contracts 

economically equivalent to those contracts. 

It specifically confirms trades completed on 

third-country trading venues should not 

count towards EU position limit 

calculations.  

To identify third-country trading venues, 

ESMA sets three core criteria:  

 it operates a multilateral system 

 it is subject to authorisation, supervision 

and enforcement actions in its home 

country 

 its home country is a signatory to 

IOSCO’s multilateral MoU on exchange 

of information. 

ESMA will publish a list of third-country 

venues which meet the above criteria. Firms 

will need to consider this list when assessing 

their commodities trading activity under 

MiFID II. 

Clarifying non-EU reporting 
requirements 

ESMA published an Opinion on 

Determining third-country trading venues 

for the purpose of transparency under 

MiFID II/MiFIR on 31 May 2017. It clarifies 

MiFIR articles 20 and 21 on approved 

publication arrangement (APA) reporting 

requirements for EU investment firms 

executing transactions outside the EU.  

ESMA asks EU investment firms to ensure 

they report two types of transactions to an 

APA:  

 OTC trades between an EU and non-EU 

counterparty  

 transactions undertaken on a third 

country trading venue which is not 

subject to comparable EU post-

transparency requirements. 

On identifying comparable transparency 

requirements, ESMA sets four objective 

criteria:  

 it must operate a multilateral system 

 it is subject to authorisation, supervision 

and enforcement actions in its home 

country 

 its home country is a signatory to 

IOSCO’s multilateral MoU on exchange 

of information 

https://ec.europa.eu/info/sites/info/files/170504-emir-communication_en.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-117_mifir_opinion_on_totv.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-117_mifir_opinion_on_totv.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-112_cdtf_opinion_eeotc_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-112_cdtf_opinion_eeotc_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-112_cdtf_opinion_eeotc_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-112_cdtf_opinion_eeotc_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-154-165_smsc_opinion_transparency_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-154-165_smsc_opinion_transparency_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-154-165_smsc_opinion_transparency_third_countries.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-154-165_smsc_opinion_transparency_third_countries.pdf
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 transactions executed on the platform 

are published as soon as the transaction 

is executed (unless a deferral period is 

agreed). 

ESMA will publish a list of venues which 

meet these criteria. Firms should identify 

additional transactions they may need to 

report to their APA and ensure they can 

source reportable data from their non-EU 

counterparties. 

Operational resilience 
Guidance on cloud services 

The EBA proposed Draft recommendations 

on outsourcing to cloud service providers 

on 18 May 2017. It clarifies supervisory 

expectations so firms can use cloud services 

while managing any related risks. The 

guidance builds on existing guidelines on 

outsourcing developed by the CEBS. The 

recommendations address five key areas: 

 the security of data and systems 

 the location of data and data processing 

 access and audit rights 

 chain outsourcing 

 contingency plans and exit strategies. 

The recommendations apply to credit 

institutions and investment firms as well as 

being relevant to NCAs. The EBA intends to 

explore the applicability of these 

recommendations to other types of 

regulated firms. The consultation closes 

on 18 August 2017. 

Pensions 
Encouraging shopping around for 
annuities 

The FCA published policy statement 

PS17/12 Implementing information 

prompts in the annuity market on 26 May 

2017. It provides final rules and feedback on 

consultation CP16/37 published in 

November 2016. 

The FCA requires firms to inform 

consumers how much they could gain from 

shopping around and switching provider 

before they buy an annuity. Firms must 

deliver this information in a specified 

format which shows the difference between 

the provider’s own quote and the highest 

quote available to the consumer from all 

other providers on the open market. In 

response to feedback, the FCA makes 

changes which include: 

 requiring firms to include a clear and 

prominent warning about enhanced 

annuities 

 specifying that firms should provide the 

information prompt concerning the 

specific guaranteed quote that 

consumers indicate they want to proceed 

with when engaging with consumers 

over the telephone, rather than for all 

quotes discussed during a call.  

The new rules apply from by 1 March 2018, 

six months later than the FCA indicated in 

its consultation. 

Reporting 
FRC explores digital reporting 

The FRC’s Financial Reporting Lab 

published Digital Future - a framework for 

future digital reporting on 2 May 2017. It 

sets out the Lab’s views on the 

characteristics of a successful digital 

corporate reporting system. These include 

cost efficiency, free to access, accessibility 

and credibility. The FRC wants the next 

phase of its Digital Future project to focus 

on the extent to which technologies such as 

virtual reality and blockchain fit the 

framework it outlines. 

Retail products 
Clarity on PRIIPs scope 

The FCA published PS17/6: Disclosure rules 

following application of PRIIPs Regulation 

on 2 May 2017. The FCA summarises 

feedback received from its July 2016 

consultation and outlines PRIIPs-related 

changes to its handbook. Specifically, the 

FCA covers amendments to its disclosure 

framework and sets out products it 

perceives to constitute a PRIIP. Firms may 

wish to review the list as the FCA offers 

specific guidance on scope of application. 

Supervision 
ESAs respond to EC review 

The EBA, EIOPA and ESMA responded 

separately to the EC’s consultation on the 

future of the ESAs. In its consultation, the 

EC proposes merging the EBA and EIOPA 

into one entity to create a twin-peaks 

supervisory model. The EBA in its response 

on 31 May 2017, Opinion of the EBA on the 

public consultation on the operation of the 

ESAs, says it doesn’t expect such a move to 

create significant cost savings, as resources 

are already ‘slim’.  

It also argues that the EC’s suggestion to 

address reporting issues by reducing the 

role of ITS and increasing the use of 

guidelines and recommendations is not the 

right approach. The EBA says a better way 

forward would be to streamline the 

endorsement process of a number of 

reporting, disclosure and benchmarking 

requirements by establishing specific 

delegations to the EBA in its founding 

regulation, or a targeted decision-making 

process in the CRD and CRR. On 

supervisory convergence, the EBA argues 

the peer review process should be 

supplemented by additional focused reviews 

on a limited number of NCAs. And the EBA 

adds that its role in equivalence 

assessments could be better specified by an 

amendment to the EBA’s Regulations, 

which would provide clarification in relation 

to both initial assessment and follow-up 

monitoring.  

ESMA’s response, a letter published on 29 

May 2017, sets out a number of 

recommendations relating to its functioning 

and powers. ESMA argues that it should 

hold supervisory and enforcement powers 

for third-country entities such as CRAs, 

TRs, benchmarks administrators and CCPs. 

It also believes it should be given powers to 

http://www.eba.europa.eu/-/eba-consults-on-its-guidance-for-the-use-of-cloud-computing
http://www.eba.europa.eu/-/eba-consults-on-its-guidance-for-the-use-of-cloud-computing
https://www.fca.org.uk/publication/policy/ps17-12.pdf
https://www.fca.org.uk/publication/policy/ps17-12.pdf
https://www.fca.org.uk/publication/consultation/cp16-37.pdf
https://www.frc.org.uk/Our-Work/Publications/Financial-Reporting-Lab/Lab-Project-Report-Digital-Future-A-framework-f.pdf
https://www.frc.org.uk/Our-Work/Publications/Financial-Reporting-Lab/Lab-Project-Report-Digital-Future-A-framework-f.pdf
https://www.fca.org.uk/publication/policy/ps17-06.pdf
https://www.fca.org.uk/publication/policy/ps17-06.pdf
http://www.eba.europa.eu/documents/10180/1861443/EBA%20Opinion%20on%20ESAs%20review%20(EBA-Op-2017-08).pdf
http://www.eba.europa.eu/documents/10180/1861443/EBA%20Opinion%20on%20ESAs%20review%20(EBA-Op-2017-08).pdf
http://www.eba.europa.eu/documents/10180/1861443/EBA%20Opinion%20on%20ESAs%20review%20(EBA-Op-2017-08).pdf
https://www.esma.europa.eu/file/22273/download?token=Ok8j3dRi
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directly supervise critical benchmarks and 

data providers. And ESMA wants the power 

to impose higher fines on the entities it 

already supervises.  

EIOPA responded in a letter published on 

29 May 2017, in which it acknowledges the 

increasing importance of conduct issues and 

the interconnectedness between financial 

sectors. EIOPA proposes a mandate to act 

more intrusively in the case of potential 

cross-border failures and to strengthen its 

role in supervisory independence and 

conflicts of interest. In addition, it 

recommends improvements to control the 

application of equivalence decisions 

effectively. 

Wholesale markets 
FMSB outlines expectations for 
new issues 

The Fixed Income, Commodity and 

Currency Markets Standards Board (FMSB) 

published a New Issue Process standard for 

the Fixed Income markets on 2 May 2017. 

Market stakeholders worked with the FMSB 

to develop standards to enhance 

transparency and effectiveness of new 

issues. The FMSB believes best practice 

around issuance includes: 

 lead banks disclosing allocation and 

investor selection policies to the market 

 lead banks and issuers discussing 

transaction objectives and agreeing how 

they will be met 

 issuer preferences being taken into 

account during allocation processes 

 lead banks and issuers agreeing a book 

disclosure strategy 

 limiting changes to issue terms during 

the last 15 minutes of book building 

 investor orders being true and clear. 

On application, the FMSB expects all parties 

involved in syndicated offerings in Europe 

to adhere to its processes. It expects other 

countries to adopt its processes in 

future years. 

Launching the Global Precious Metals 
Code 

The London Bullion Market Association 

(LBMA) published the Global Precious 

Metals Code on 25 May 2017. The code 

establishes voluntary standards applicable 

to market participants involved in the OTC 

wholesale market for precious metals. The 

LBMA structures the code around four 

leading principles: 

 ethics 

 governance, compliance and risk 

management 

 information sharing 

 business conduct (pre-trade, execution 

and post-trade). 

The LBMA expects all market participants 

‘to act according to the broad principles of 

the code and have procedures designed to 

uphold its general tenets’. It also 

acknowledges that, given their diverse 

nature, market participants should apply 

the code proportionately to their business 

activities. But it expects all LMBA members 

to commit to implementing the 

requirements of the code including using a 

‘statement of commitment’ to demonstrate 

the alignment of their activities with it.  

The accompanying explanatory note 

provides guidance on use and 

implementation. The LBMA anticipates that 

most market participants will need nine to 

12 months to put in place compliance 

measures before being able to sign up to the 

statement of commitment. The LBMA 

intends to review the code periodically and 

expects it to evolve over time. The code 

replaces the bullion annex of BoE’s Non-

Investment Products Code. Along with the 

Global FX Code and the UK Money Market 

Code, the code addresses the objective of 

FEMR to ensure the integrity of these 

markets. 

Seeking feedback on ‘last look’ 
practices 

The newly-created Global FX Committee 

(GFXC) issued a request for feedback on 

Last Look practices in foreign exchange 

(FX) markets on 25 May 2017. As part of its 

responsibility to promote and update the 

new FX Global Code, the GFXC seeks 

industry comment on the use of this 

contentious practice.  

‘Last look’ permits firms a final opportunity 

to accept or reject an FX trade at the quoted 

price before execution. Its use was the 

subject of much debate during the drafting 

of Principle 17 of the code which establishes 

standards for transparency and controls. 

The feedback period closes on 21 September 

2017. 

Establishing a Global Foreign 
Exchange Committee 

The Global Foreign Exchange Committee 

(GFXC) announced its establishment on 25 

May 2017 as a forum for central banks and 

private sector participants to: 

 promote collaboration and 

communication among local FX 

committees and non-GFXC jurisdictions 

with significant FX markets 

 exchange views on trends and 

developments in global FX markets 

 promote, maintain and update the FX 

Global Code. 

The terms of reference indicate that the 

chair is to be a central bank representative 

while the vice-chair is to be from the private 

sector. The GFXC intends to meet at least 

annually to assess whether particular 

developments warrant any specific revisions 

to the code. It aims to undertake a 

comprehensive review of the code every 

three years where appropriate. The GFXC 

expects to provide an annual update to the 

BIS Markets Committee. 

FX Global Code emerges 

The newly-established Global FX 

Committee (GFXC) published the FX Global 

https://eiopa.europa.eu/Publications/Letters/EIOPA%20Letter%20to%20COM%20on%20Consultation%20on%20the%20operations%20of%20the%20ESAs.pdf
http://fmsb.com/wp-content/uploads/2017/04/FMSB_NewIssuesProcess_FIMarkets_2-May-FINAL.pdf
http://fmsb.com/wp-content/uploads/2017/04/FMSB_NewIssuesProcess_FIMarkets_2-May-FINAL.pdf
http://www.lbma.org.uk/assets/downloads/pmc.pdf
http://www.lbma.org.uk/assets/downloads/pmc.pdf
http://www.lbma.org.uk/assets/downloads/en.pdf
http://www.globalfxc.org/fx_global_code.htm
http://www.bankofengland.co.uk/publications/Pages/news/2017/032.aspx
http://www.bankofengland.co.uk/publications/Pages/news/2017/032.aspx
http://www.globalfxc.org/consultative_process.htm?m=62|374
http://www.globalfxc.org/consultative_process.htm?m=62|374
http://www.globalfxc.org/overview.htm?m=61|368
http://www.globalfxc.org/overview.htm?m=61|368
http://www.globalfxc.org/fx_global_code.html
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Code on 25 May 2017. The code establishes 

a common set of principles for good 

practices to restore public confidence in the 

FX industry. It applies proportionally to 

market participants in the wholesale FX 

market, including central banks, buy-side 

and sell-side firms, trading platforms, 

electronic communications networks, and 

non-bank participants. 

The code contains 55 core principles 

organised across six ‘leading principles’: 

 ethics 

 governance 

 execution 

 information sharing 

 risk management and compliance 

 confirmation and settlement. 

It introduces a voluntary Statement of 

Commitment to support the objectives of 

the code, enhancing transparency, efficiency 

and functioning in the FX market. The 

accompanying Report on Adherence to the 

FX Global Code sets out a blueprint for 

achieving widespread adoption of the code 

lines including, for example, central banks 

expecting their regular FX trading 

counterparties to adhere to the principles of 

the code. To mark the publication of the 

code, the FCA reiterates its expectation that 

‘Senior managers, certified individuals […] 

be able to demonstrate their own adherence 

with standards of market conduct’. 

The GFXC anticipates that most market 

participants will need six to 12 months to 

review and adjust their practices to align 

with the principles of the code. 

Accounting 

PwC publications 
Latest PwC publications 

 Accounting briefing – May 2017 

considers: Brexit battles – Article 50 

triggers tax uncertainty; New UK GAAP 

– Second-year blues; Changes on the 

horizon – Simplifications to FRS 102 

and Timeline for new UK GAAP. 

 IFRS News - May 2017 issue includes 

articles on Solving carve-outs; Leases 

lab—IFRS 16; IFRS 8 ED—proposed 

amendment; Demystifying IFRS 9 for 

Corporates; IFRIC Rejections—IAS 34; 

and The IFRS 15 Mole. 

Also this month 

EC 

 The EC published a report on the 2011 

Consumer Rights Directive on 

23 May 2017. 

 The EC adopted a RTS further 

specifying the additional objective 

criteria for the application of a 

preferential liquidity outflow or inflow 

rate for cross-border undrawn credit or 

liquidity facilities within a group or an 

institutional protection scheme on 31 

May 2017. CRR permits preferential 

LCR treatment for intra-group liquidity 

flows provided firms meet certain 

conditions including agreement by 

relevant NCAs. 

 The EC published two working papers 

ahead of the Brexit negotiations setting 

out its positon on citizens’ rights and the 

UK’s financial settlement - Essential 

Principles on Citizens’ Rights and 

Essential Principles on Financial 

Settlement – on 31 May 2017. 

ECB 

 The ECB published DECISION (EU) 

2017/760, on the total amount of annual 

supervisory fees for 2017, in the Official 

Journal on 2 May 2017. 

 The ECB published its Target Annual 

Report 2016 on 22 May 2017, providing 

information on TARGET2 traffic, its 

performance and 2016’s main 

developments. 

 The ECB noted the global recovery is 

broadening, in its update on economic 

and monetary developments, Economic 

Bulletin, on 11 May 2017. 

 The ECB announced an update to the 

timeline for launching TARGET2 release 

11.0 on 18 May 2017. 

 The ECB found most measures of euro 

area systemic stress remained at low 

levels over the last six months in its 

biannual Financial Stability Review, 

published on 24 May 2017. 

ESMA 

 ESMA published its Follow-up Report to 

the Peer Review on MiFID Conduct of 

Business rules relating to fair, clear and 

not misleading information on 18 May 

2017. The report covers actions taken by 

NCAs in response to deficiencies 

identified in a 2014 Peer Review report. 

 ESMA published questions and answers on 

MAR on 30 May 2017, providing answers to 

questions raised by the public, financial 

market participants, competent authorities 

and other stakeholders. 

 The ESMA issued a communication 

regarding the launch of reference data 

submission under MAR on 30 May 2017. 

Its Financial Instrument Reference Data 

System will become operational from 17 

July 2017. 

 ESMA updated its Q&As on MiFID II 

and MiFIR commodity derivatives 

topics on 31 May 2017, addressing the 

ancillary services and privileged 

transactions exemptions, the capital 

employed test, as well as economically 

equivalent contracts traded on third-

country venues. 

 ESMA updated its Q&As on MiFID II 

and MiFIR transparency topics on 

31 May 2017, addressing exchange for 

physicals for the purposes of non-equity 

transparency, pre-trade transparency 

http://www.globalfxc.org/fx_global_code.html
http://www.globalfxc.org/statement_of_commitment.htm?m=62|373
http://www.globalfxc.org/statement_of_commitment.htm?m=62|373
http://www.globalfxc.org/adopting_the_global_code.htm?m=62|372
http://www.globalfxc.org/adopting_the_global_code.htm?m=62|372
https://inform.pwc.com/inform2/content?action=resource&id=0000019271061930.pdf
https://inform.pwc.com/inform2/content?action=resource&id=0000019251541674.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52017DC0259&from=EN
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2017/EN/C-2017-3522-F1-EN-MAIN-PART-1.PDF
https://ec.europa.eu/commission/sites/beta-political/files/citizens-rights-essential-principles-draft-position-paper_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/citizens-rights-essential-principles-draft-position-paper_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/financial-settlement-essential-principles-draft-position-paper_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/financial-settlement-essential-principles-draft-position-paper_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017D0011(01)&qid=1493894272514&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017D0011(01)&qid=1493894272514&from=EN
http://www.ecb.europa.eu/pub/pdf/other/ecb.targetar2016.en.pdf?45a0984578894290ca5228a5465fe81e
http://www.ecb.europa.eu/pub/pdf/other/ecb.targetar2016.en.pdf?45a0984578894290ca5228a5465fe81e
https://www.ecb.europa.eu/pub/pdf/ecbu/eb201703.en.pdf?446f6b0c045a109e58670d79f6b69c41
https://www.ecb.europa.eu/pub/pdf/ecbu/eb201703.en.pdf?446f6b0c045a109e58670d79f6b69c41
http://www.ecb.europa.eu/paym/t2/shared/pdf/professionals/release_11/Interoperability_Test_Scenarios.pdf
http://www.ecb.europa.eu/pub/pdf/other/ecb.financialstabilityreview201705.en.pdf?60c526239a8ecb2b6a81cfedd898cc0d
https://www.esma.europa.eu/press-news/esma-news/esma-finds-improvements-in-regulators%E2%80%99-supervisory-practices-concerning-mifid
https://www.esma.europa.eu/press-news/esma-news/esma-finds-improvements-in-regulators%E2%80%99-supervisory-practices-concerning-mifid
https://www.esma.europa.eu/press-news/esma-news/esma-finds-improvements-in-regulators%E2%80%99-supervisory-practices-concerning-mifid
https://www.esma.europa.eu/press-news/esma-news/esma-finds-improvements-in-regulators%E2%80%99-supervisory-practices-concerning-mifid
https://www.esma.europa.eu/sites/default/files/library/esma70-145-111_qa_on_mar.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-145-111_qa_on_mar.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-145-111_qa_on_mar.pdf
https://www.esma.europa.eu/sites/default/files/library/cdtf_qas.pdf
https://www.esma.europa.eu/sites/default/files/library/cdtf_qas.pdf
https://www.esma.europa.eu/sites/default/files/library/cdtf_qas.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-872942901-35_qas_transparency_issues.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-872942901-35_qas_transparency_issues.pdf
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waivers, SI determinations, approved 

publication arrangements and EU firms 

trading on third-country venues. 

 ESMA updated its Q&As on MiFID II 

and MiFIR market structures topics on 

31 May 2017, clarifying the meaning of 

‘continuous’ assessment and monitoring 

of market and credit risk in the technical 

standard on algorithmic trading. 

European Data Protection 
Supervisor 

The European Data Protection Supervisor 

set out its objectives for 2017 and 

summarised its work last year, in its Annual 

report 2016 on 4 May 2017. 

European Parliament 

The EP issued a report on the impact of 

Brexit on citizens’ rights - The impact 

and consequences of Brexit on acquired 

rights of EU citizens living in the UK and 

British citizens living in the EU-27 – on 

2 May 2017. 

FATF 

The FATF announced in a press release that 

the Group of Seven renewed their pledge to 

tackle illicit financial flows and terrorist 

financing and committed to implement 

fully the FATF standards, at a meeting on 

12-13 May 2017. 

FCA 

 The FCA published a policy statement 

setting out updated exam standards for 

qualifications listed in its training and 

competence sourcebook, in PS17/11: 

Review of the FCA’s appropriate 

qualification exam standards on 9 May 

2017. It also updated a related webpage 

on exam standards. 

 The FCA gave more detail on MiFID II 

commodity derivatives position 

reporting in Reporting instructions for 

Trading Venues and Investment Firms 

submitting position reports, published 

on 3 May 2017. 

 The FCA published a co-operation 

agreement with the Securities and 

Futures Commission in Hong Kong on 

12 May 2017. The regulators plan to 

share information and collaborate to 

support FinTech innovation. 

 The FCA issued advice on the 

ransomware cyber attack which hit 

organisations in May in a press release 

on 13 May 2017. It advised firms to 

review guidance published by the 

National Cyber Security Centre. 

 The FCA issued its latest monthly 

Regulation round-up on 18 May 2017, 

which summarises recent publications. 

 The FCA commented on cyber resilience on 

18 May 2017, setting out how firms should 

respond to and report cyber incidents. 

 The FCA published Handbook notice 

No. 44 summarising changes to its 

handbook relating to administration, 

conduct of business and enforcement on 

26 May 2017. 

IOSCO 

The IOSCO published its Methodology for 

assessing implementation of its objectives 

and principles of securities regulation on 

31 May 2017. It gives guidance on how to 

carry out a self-assessment or third party 

implementation assessment. 

ISDA 

ISDA published Best practice for 

booking/confirming single-name Credit 

Default Swap Transactions spun off from 

Index Transactions following a 

Restructuring Credit Event on 2 May 2017. 

LEI Regulatory Oversight 
Committee 

The LEI Regulatory Oversight Committee 

issued a press release on 9 May 2017, to 

announce the launch of data on parent 

entities on the Global LEI System. 

Official Journal 

The EC published COMMISSION 

DELEGATED REGULATION (EU) 

amending Delegated Regulations (EU) 

2015/2205, (EU) 2016/592 and (EU) 

2016/1178 as regards the deadline for 

compliance with clearing obligations for 

certain counterparties dealing with OTC 

derivatives in the Official Journal on 2 May 

2017. The EC moves clearing obligation 

compliance dates to 21 June 2019 for EMIR 

category three counterparties. 

PRA 

The PRA announced in a press release on 30 

May 2017, that it has identified the templates 

and reporting instructions issued in PS32/16 

for CRD firms and requested that monetary 

values be reported in thousands. 

The World Bank 

The World Bank published an opinion on 

the changing financing needs of developing 

economies, and what it’s doing to support 

them, on 2 May 2017. 

UK Government 

 The House of Commons Library 

released a Brexit timeline of expected 

political events between now and the 

UK’s expected EU exit in March 2019, in 

Brexit timeline: events leading to the 

UK’s exit from the EU on 2 May 2017. 

 The Criminal Finances Act 2017 

received Royal Assent on 27 April 2017 

creating greater powers for law 

enforcement agencies to tackle tax 

evasion, money laundering, corruption 

and terrorist financing. It also allows 

banks and financial institutions to share 

information where they have notified 

the authorities of suspicious activity 

related to money laundering. 

 The House of Commons Library 

published a briefing paper on the Great 

Repeal Bill and its challenges - 

Legislating for Brexit: the Great Repeal 

Bill - on 2 May 2017. 

https://www.esma.europa.eu/sites/default/files/library/esma70-872942901-38_qas_markets_structures_issues.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-872942901-38_qas_markets_structures_issues.pdf
https://edps.europa.eu/sites/edp/files/publication/17-04-27_annual_report_2016_en_1.pdf
https://edps.europa.eu/sites/edp/files/publication/17-04-27_annual_report_2016_en_1.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/583135/IPOL_STU(2017)583135_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/583135/IPOL_STU(2017)583135_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/583135/IPOL_STU(2017)583135_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/583135/IPOL_STU(2017)583135_EN.pdf
http://www.fatf-gafi.org/publications/fatfgeneral/documents/fatf-at-g7-meeting-in-bari-italy.html
https://www.fca.org.uk/publication/policy/ps17-11.pdf
https://www.fca.org.uk/publication/policy/ps17-11.pdf
https://www.fca.org.uk/publication/policy/ps17-11.pdf
https://www.fca.org.uk/firms/training-competence/examination-standards
https://www.fca.org.uk/publication/systems-information/commodity-position-reporting-instructions.pdf
https://www.fca.org.uk/publication/systems-information/commodity-position-reporting-instructions.pdf
https://www.fca.org.uk/publication/systems-information/commodity-position-reporting-instructions.pdf
https://www.fca.org.uk/publication/mou/fca-sfc-co-operation-agreement.pdf
https://www.fca.org.uk/publication/mou/fca-sfc-co-operation-agreement.pdf
https://www.fca.org.uk/news/statements/advice-recent-national-cyber-attack
https://www.ncsc.gov.uk/guidance/ransomware-latest-ncsc-guidance
https://www.fca.org.uk/publication/documents/rru-may-2017.pdf
https://www.fca.org.uk/firms/cyber-resilience
https://www.fca.org.uk/publication/handbook/handbook-notice-44.pdf
https://www.fca.org.uk/publication/handbook/handbook-notice-44.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD562.pdf
http://www2.isda.org/attachment/OTM3OQ==/Restructuring%20Credit%20Event%20Spin-off%20Best%20Practice_04212017.pdf
http://www2.isda.org/attachment/OTM3OQ==/Restructuring%20Credit%20Event%20Spin-off%20Best%20Practice_04212017.pdf
http://www2.isda.org/attachment/OTM3OQ==/Restructuring%20Credit%20Event%20Spin-off%20Best%20Practice_04212017.pdf
http://www2.isda.org/attachment/OTM3OQ==/Restructuring%20Credit%20Event%20Spin-off%20Best%20Practice_04212017.pdf
http://www2.isda.org/attachment/OTM3OQ==/Restructuring%20Credit%20Event%20Spin-off%20Best%20Practice_04212017.pdf
http://www.leiroc.org/publications/gls/roc_20170509-1.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0751&from=EN
http://www.bankofengland.co.uk/pra/Pages/regulatorydata/formscrdfirms.aspx
http://www.bankofengland.co.uk/pra/Pages/publications/ps/2016/ps3216.aspx
https://blogs.worldbank.org/voices/developing-local-capital-markets-fund-domestic-long-term-financing-needs
http://researchbriefings.files.parliament.uk/documents/CBP-7960/CBP-7960.pdf
http://researchbriefings.files.parliament.uk/documents/CBP-7960/CBP-7960.pdf
http://www.legislation.gov.uk/ukpga/2017/22/pdfs/ukpga_20170022_en.pdf
http://researchbriefings.files.parliament.uk/documents/CBP-7793/CBP-7793.pdf
http://researchbriefings.files.parliament.uk/documents/CBP-7793/CBP-7793.pdf
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Wealth Management 
Association 

The Wealth Management Association 

announced its intention to merge with the 

Association of Professional Financial 

Advisers, in a press release on 8 May 2017. 

http://www.thewma.co.uk/news/press-releases/wma-and-apfa-unveil-proposal-to-create-trade-association-for-uk-investment/
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Regulation 

Brexit 
ECB sets out Brexit relocation 
expectations 

Sabine Lautenschläger, Member of the ECB 

Executive Board and Vice-Chair of the ECB 

Supervisory Board, reiterated the ECB’s 

expectations for banks wishing to relocate to 

the euro area. Giving a speech at an event 

held on 4 May 2017 for banks seeking more 

information on the ECB’s approach to 

banking supervision, Lautenschläger re-

emphasised that the ECB does not accept 

‘brass plate’ entities in the euro area and 

expects substantive local risk governance. In 

Lautenschläger’s view, ‘real banks’ don’t 

rely on back-to-back booking models on a 

permanent basis and should be 

operationally independent. 

But she indicated that ECB may accept 

internal models approved by the PRA, 

though only on a temporary basis and 

subject to conditions. She also encouraged 

banks to engage with the ECB and NCAs at 

an early stage and warned that the 

authorisation process could take up to 

a year. 

Capital and liquidity 
BoE reveals MREL estimates for banks 

The BoE provided indicative data on the 

level of MREL obligations for affected banks 

and building societies, in an update on 5 

May 2017. This reflects the application of its 

policy approach to setting MREL published 

in November 2016 and provides additional 

transparency. Larger banks and building 

societies with a size or functions that mean 

they have a resolution plan involving the use 

of the BoE’s resolution tools (i.e. bail-in and 

partial transfer) need to hold additional 

capital beyond their going-concern 

resources from 1 January 2020. Going-

concern resources comprise existing 

minimum regulatory capital and buffer 

requirements. Firms need gone-concern 

resources to absorb losses and to 

recapitalise their continuing business, in the 

event of resolution. 

The BoE intends that interim MREL 

obligations apply from 1 January 2020 and 

in full from 1 January 2022. It provides 

estimates of the interim and final 

consolidated MREL requirements that it has 

sent to each of the UK’s G-SIBs and D-SIBs. 

But the BoE also notes that G-SIBs apply 

the FSB’s TLAC standard from an earlier 

date, 1 January 2019. The BoE provides 

average indicative MREL requirements for 

the eight other UK banks with resolution 

plans that involve the use of the Bank’s 

resolution tools. 

Smaller firms that provide banking 

activities of a scale that mean they can be 

allowed to go into insolvency in the event of 

 

Banking and capital markets 

https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170504.en.html
http://www.bankofengland.co.uk/financialstability/Pages/role/risk_reduction/srr/mrel.aspx
http://www.bankofengland.co.uk/publications/Pages/news/2016/082.aspx
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their failure satisfy MREL by meeting their 

minimum regulatory capital requirements 

as a going-concern. There is no gone-

concern requirement for these firms. The 

BoE intends to review its approach to 

calibration of the 2022 MREL for all 

affected firms before the end of 2020, prior 

to setting final MRELs. 

EBA seeks own funds amendments 

The EBA published an Opinion on own 

funds in the context of the CRR review on 

23 May 2017. This concerns particular 

aspects of the EC’s proposals to amend CRD 

IV and CRR, published in November 2016. 

The EBA recommends amendments that 

give it the final say on the eligibility of 

capital instruments for inclusion in CET 1 

capital. This currently resides with NCAs. It 

also suggests a new anti-avoidance 

provision relating to eligibility of CET1 

instruments. This requires that the 

assessment takes into account the overall 

economic effect of an instrument including 

any covenants, arrangements and side 

agreements that may exist outside the terms 

of the instruments themselves. 

The EBA comments on restrictions on 

distributions and on the definition of the 

maximum distributable amount that firms 

must calculate if they fail to meet their 

combined buffer requirements. It also seeks 

clarification relating to the supervisory 

permission requirement for reducing own 

funds and suggests a grandfathering clause 

for existing capital instruments that are 

otherwise due to be subject to the point of 

non-viability bail-in provisions.  

Expanding CRR connected clients 
guidelines 

The EBA published a consultation paper on 

the Scope of guidelines concerning 

connected clients under CRR on 25 May 

2017. This consultation follows its earlier 

one on Guidelines on connected clients 

under CRR for large exposure purposes 

published in July 2016. The EBA proposes 

to expand the scope of the guidelines 

beyond large exposures to apply to CRR 

more generally. The concept of groups of 

connected clients arises in other parts of 

CRR, including: 

 the categorisation of clients in the retail 

exposure class for the purposes of credit 

risk 

 the development and application of 

rating systems 

 the specification of items requiring 

stable funding for the purposes of NSFR 

 the application of the SME support 

factor that reduces the risk weight that 

applies to this type of exposure. 

In finalising these guidelines, the EBA 

intends to consider the responses to this 

consultation together with the responses to 

the first one. This consultation closes on 

26 June 2017. 

Conduct 
Whistleblowing in UK branches 

The FCA published PS 17/7 - 

Whistleblowing in UK branches of foreign 

banks – PS17/7 on 3 May 2017. This 

statement is in response to feedback 

received to CP 16/25 published in 

September 2016. 

The FCA sets out its proposed approach to 

apply new whistleblowing requirements to 

UK branches of overseas banks. It wants the 

workers of UK branches of foreign banks 

(EEA and third-country banks) to be 

informed about the whistleblowing services 

offered by the FCA and the PRA. These rules 

do not apply to UK branches of overseas 

insurers. 

The FCA says it aims to encourage a culture 

in which individuals feel comfortable raising 

concerns and challenging poor practice and 

behaviour. The deadline for firms to 

implement the whistleblowing rules is 7 

September 2017. 

FCA reveals retail banking 
review scope 

The FCA revealed details of its planned 

strategic review of retail banking business 

models, in a press release on 11 May 2017. It 

first announced the review in its business 

plan on 18 April 2017. 

The FCA wants to look at retail business 

models across banks, building societies and 

credit unions to identify any conduct or 

competition issues. It will assess the 

profitability of different product types and 

parts of the value chain, and the 

relationship between these. The FCA 

intends to pay particular attention to any 

cross-subsidies or incentives to cross-sell 

different products. This will include a focus 

on the personal current account market and 

free-if-in-credit banking. It plans to 

consider the full range of personal and SME 

banking products and services. 

The FCA explains why it believes its review 

is fundamentally different to the CMA’s 

retail banking market investigation. It says 

the focus of its review is much broader, 

because it has a consumer protection 

objective as well as a competition objective. 

The FCA plans to engage with firms and 

consumer bodies during May and June 

2017, before issuing an information request 

to firms. It expects to issue its preliminary 

analysis and conclusions in Q2 2018. 

Corporate governance 
Assessing board members’ suitability 

The ECB published a Guide to fit and 

proper assessments on 15 May 2017, on 

determining the suitability of banks’ board 

members. It provides important 

information for existing banks located in the 

euro area, but is also relevant for UK banks 

seeking to establish a bank in the euro area 

as a result of Brexit. 

The ECB has responsibility for assessing the 

fitness and propriety of the management 

bodies of the banks it directly supervises 

(i.e. those banks deemed to be ‘significant’ 

http://www.eba.europa.eu/documents/10180/1853903/EBA+Opinion+on+own+funds+in+the+context+of+the+CRR+review+%28EBA-Op-2017-07%29.pdf
http://www.eba.europa.eu/documents/10180/1853903/EBA+Opinion+on+own+funds+in+the+context+of+the+CRR+review+%28EBA-Op-2017-07%29.pdf
http://www.eba.europa.eu/documents/10180/1856240/Consultation+Paper+on+the+scope+of+the+draft+Guidelines+on+connected+clients+%28EBA-CP-2017-07%29.pdf
http://www.eba.europa.eu/documents/10180/1856240/Consultation+Paper+on+the+scope+of+the+draft+Guidelines+on+connected+clients+%28EBA-CP-2017-07%29.pdf
http://www.eba.europa.eu/documents/10180/1531170/EBA-CP-2016-09%20CP%20on%20Guidelines%20on%20Connected%20Clients.pdf
http://www.eba.europa.eu/documents/10180/1531170/EBA-CP-2016-09%20CP%20on%20Guidelines%20on%20Connected%20Clients.pdf
https://www.fca.org.uk/publication/policy/ps17-07.pdf
https://www.fca.org.uk/publication/policy/ps17-07.pdf
https://www.fca.org.uk/publication/policy/ps17-07.pdf
https://www.fca.org.uk/publication/consultation/cp16-25.pdf
https://www.fca.org.uk/publications/multi-firm-reviews/strategic-review-retail-banking-business-models
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/544942/overview-of-the-banking-retail-market.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/544942/overview-of-the-banking-retail-market.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.fap_guide_201705.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.fap_guide_201705.en.pdf
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due to their size or importance). The ECB 

also authorises all banks in the euro area, 

regardless of size. The ECB’s authorisation 

process includes an assessment of the 

proposed management body of the bank 

seeking authorisation. 

The ECB sets out five criteria against which 

it intends to assess members of banks’ 

management bodies: 

 experience 

 reputation 

 conflicts of interest and independence of 

mind 

 time commitment 

 the collective suitability of the 

management body as a whole. 

The ECB expects to interview all CEOs and 

chairs of banks to confirm their suitability 

but may also interview other senior 

individuals. 

Financial crime and 
enforcement 
FCA reveals number of SM&CR 
investigations 

The FCA has opened investigations into two 

senior managers since the SM&CR was 

introduced for banks and building societies 

on 7 March 2016, it revealed in a response 

to a Freedom of Information request on 

2 May 2017. 

The FCA also states in its response to the 

request that it has opened 11 investigations 

since 7 March 2016 into individuals who 

are, or are likely to be, certified persons. It 

says it doesn’t retain a list of individuals 

who fall into the certification regime, so has 

calculated the figure based on former 

approved persons who are likely to have 

transitioned into the certification regime. 

The number includes investigations into 

pre-7 March 2016 conduct involving people 

who held controlled functions at the time 

and whom the FCA would now expect to be 

certified persons. 

Financial stability 
ESRB monitors shadow banking 

The ESRB published its second annual 

report, EU Shadow Banking Monitor on 

29 May 2017. It provides an overview of 

developments in this sector to identify risks 

to financial stability. The ESRB identifies 

risks and vulnerabilities which need 

monitoring, including: 

 liquidity risk and risk associated with 

leverage amongst some types of 

investment funds 

 interconnectedness and contagion risk 

across sectors and within the shadow 

banking system 

 procyclicality, leverage and liquidity risk 

arising through the use of derivatives 

and SFTs 

 potential vulnerabilities in some types of 

financial institutions that still remain 

outside the monitoring perimeter where 

data gaps currently prevent adequate 

risk assessment. 

It also observes that the growth in EU 

shadow banking assets slowed markedly in 

2016. The ESRB’s monitoring involves both 

an ‘entity-based approach’ which uses 

aggregate balance sheet data and an 

‘activity-based approach’ which employs 

transaction-based information to capture 

risks that cut across different types of 

financial entities. 

Operational risk 
Raising IT risk management 
expectations? 

The EBA published its final report on 

Guidelines on information and 

communication technology (ICT) Risk 

Assessment under the SREP on 11 May 

2017. This is aimed at promoting common 

procedures and methodologies for 

supervisory authorities to use when 

assessing firms. These guidelines are largely 

unchanged from those consulted on in 

October 2016. 

The guidelines build on existing references 

to ICT risk in the EBA SREP guidelines. 

Through them, the EBA addresses the 

assessment of institutions’ governance and 

strategy on ICT, and their ICT risk 

exposures and controls. The guidelines are 

complemented by an ICT risk taxonomy 

within the annex. This taxonomy includes a 

list of five ICT risk categories with a non-

exhaustive list of examples of material ICT 

risks which supervisory authorities should 

consider as part of their assessment. 

The EBA developed these guidelines on its 

own initiative, prompted by the growing 

importance and increasing complexity of 

ICT risk in the banking sector, as well as the 

increasing potential prudential impact from 

this risk. The guidelines apply from 1 

January 2018.  

Payments 
EBA consults on security under PSD2 

The EBA published Guidelines on Security 

Measures for Operational and Security 

Risks under PSD2 on 5 May 2017. Under 

PSD2, PSPs must establish risk 

management frameworks to manage 

operational and security risks associated 

with providing payment services. The 

guidelines complement the two other 

security-related mandates in PSD2: strong 

customer authentication and guidelines on 

major incidents reporting. PSPs should 

include incident management procedures in 

their risk frameworks. 

The draft guidelines are subject to the 

principle of proportionality which means 

that while all firms must comply with the 

guidelines, they may do so taking into 

account the size and complexity of 

their operations. 

PSPs should develop security measures that 

prevent, react to and correct unauthorised 

access, use, disclosure, damage and loss to 

data (particularly consumers’). PSPs should 

https://www.fca.org.uk/publication/foi/foi4965.pdf
http://www.esrb.europa.eu/pub/pdf/reports/20170529_shadow_banking_report.en.pdf
http://www.eba.europa.eu/documents/10180/1841624/Final+Guidelines+on+ICT+Risk+Assessment+under+SREP+%28EBA-GL-2017-05%29.pdf
http://www.eba.europa.eu/documents/10180/1841624/Final+Guidelines+on+ICT+Risk+Assessment+under+SREP+%28EBA-GL-2017-05%29.pdf
http://www.eba.europa.eu/documents/10180/1841624/Final+Guidelines+on+ICT+Risk+Assessment+under+SREP+%28EBA-GL-2017-05%29.pdf
http://www.eba.europa.eu/documents/10180/1836621/Consultation+Paper+on+the+security+measures+for+operational+and+security+risks+of+payment+services+under+PSD2+%28EBA-CP-2017-04%29.pdf
http://www.eba.europa.eu/documents/10180/1836621/Consultation+Paper+on+the+security+measures+for+operational+and+security+risks+of+payment+services+under+PSD2+%28EBA-CP-2017-04%29.pdf
http://www.eba.europa.eu/documents/10180/1836621/Consultation+Paper+on+the+security+measures+for+operational+and+security+risks+of+payment+services+under+PSD2+%28EBA-CP-2017-04%29.pdf
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also protect against inadequate or failed 

internal systems and processes, human 

error and external events including cyber 

attacks and inadequate design or 

implementation of security policies. PSPs 

should ensure periodic reviews and reports 

to management are scheduled into 

processes. The EBA advises PSPs to 

interpret monitoring requirements 

extensively to ensure that measures are able 

to adapt to developing threats and the 

changing payments landscape. 

In developing the risk framework the EBA 

advises PSPs to be mindful of a number of 

existing guidelines including the EU NIS 

Directive, the Security of Internet 

Payments and the Guidance on cyber 

resilience for financial market 

infrastructure which the EBA considered in 

developing the guidelines. 

The consultation period closes on 

7 August 2017. 

EC proposes customer authentication 
changes 

The EBA published the EC’s proposed 

amendments to the draft Regulation 

supplementing PSD2 with regard to RTS 

for strong customer authentication (SCA) 

and common and secure open standards of 

communication, together with the EC’s 

accompanying covering letter on 31 May 

2017. These amendments follow previous 

EC concerns about SCA requirements. The 

key changes include: 

 an independent audit of security 

measures where PSPs apply transaction 

risk exemptions, given the perceived 

level of risk associated with them 

 a requirement that the EBA as well as 

NCAs receive detailed fraud data directly 

 a new exemption from the application of 

SCA in relation to corporate payments 

where firms use dedicated and regulator 

approved payment processes or 

protocols 

 a requirement for credit institutions to 

have contingency measures to mitigate 

communication channel failures with 

third party providers to ensure 

continuity of access. 

The EBA has up to six weeks to amend the 

draft RTS on the basis of the EC’s proposed 

amendments and resubmit it in the form of 

a formal opinion to the EC or to reject the 

amendments and submit an alternative 

amended draft. 

BoE settles on new payments vision 

In A blueprint for a new RTGS service for 

the UK published on 9 May 2017, the BoE 

set out its vision for a Real-Time Gross 

Settlement (RTGS) service that will 

adequately respond to a rapidly changing 

payments landscape and user demands. The 

change is also prompted by rapid expansion 

in the scale, nature and sophistication of 

new payment risk and the need to protect 

payment systems. 

The BoE identifies higher resilience, 

broader access, wider interoperability, 

improved user functionality and 

strengthened end-to-end risk management 

of the High-Value Payment System (HVPS) 

as key features for its next generation RTGS. 

The BoE centres the design of the RTGS 

around the need for resilience to ensure that 

contingency measures are in place and 

threats to data are appropriately managed. 

By increasing access, the BoE considers that 

the range and number of firms able to 

access the service directly to settle their 

payments will reduce the current 

operational reliance on a small number of 

banks. The new RTGS will also allow non-

banks to access the system, subject to 

appropriate safeguards. Wider 

interoperability is expected to give users the 

ability to reroute payments and the BoE will 

work with other authorities to promote 

greater co-ordination between the RTGS 

and other key settlement infrastructures, 

including international systems. The new 

RTGS will be capable of near 24-hour 

operation during business days, with the 

capability to be upgraded to 24/7 operation. 

Strengthened end-to-end risk management 

will result in the BoE assuming 

responsibility for managing the HVPS, 

moving away from the shared responsibility 

it has currently with CHAPS Co. This will 

give the BoE greater risk control. 

The multi-year programme of work to 

deliver the new RTGS will be led by the BoE, 

with participation of current and future 

users. The BoE will also work in conjunction 

with the PSR, the Payments Strategy Forum 

and payment scheme operators. The cost of 

the RTGS renewal will be recovered through 

the RTGS tariff, with most functionality due 

to be up and running by 2020. 

Creating a new payment 
system operator 

The Payment System Operator Delivery 

Group (PSO DG) published its report New 

Payment System Operator on 4 May 2017. 

It sets out recommendations for the 

proposed consolidation of the three retail 

Payment System Operators (PSOs) – Bacs 

Payment Schemes Limited, Cheque and 

Credit Clearing Company Limited and 

Faster Payments Scheme Limited - into a 

single payment system operator. The PSO 

DG, jointly commissioned by the BoE and 

the PSR, was tasked with producing 

recommendations on how a consolidated 

retail PSO should be structured and 

developed. 

The aim of the consolidation is to further 

develop the capability and capacity of the 

operators by bringing them within a single 

organisation, as well as reducing complexity 

and cost. In its strategy document A 

Payments Strategy for the 21st Century, 

Putting the needs of users first, the 

Payment Systems Forum (PSF) suggested 

that multiple payment systems is an 

uncompetitive barrier to market entry for 

PSPs and recommended the creation of a 

single entity. The new PSO is expected to 

provide a single view on the strategic 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016L1148&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016L1148&from=EN
https://www.eba.europa.eu/documents/10180/934179/EBA-GL-2014-12+%28Guidelines+on+the+security+of+internet+payments%29_Rev1
https://www.eba.europa.eu/documents/10180/934179/EBA-GL-2014-12+%28Guidelines+on+the+security+of+internet+payments%29_Rev1
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD535.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD535.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD535.pdf
http://www.eba.europa.eu/documents/10180/1863077/RTSEBA24052017.pdf
http://www.eba.europa.eu/documents/10180/1863077/RTSEBA24052017.pdf
http://www.eba.europa.eu/documents/10180/1863077/RTSEBA24052017.pdf
http://www.eba.europa.eu/documents/10180/1863077/RTSEBA24052017.pdf
http://www.eba.europa.eu/documents/10180/1863077/RTSEBA24052017.pdf
http://www.eba.europa.eu/documents/10180/1863077/(EBA-2017-E-1315)%20Letter%20from%20O%20Guersent,%20FISMA%20re%20Commission%20intention%20to%20amend%20the%20draft%20RTS%20on%20SCA%20and%20CSC%20-Ares(2017)2639906.pdf
http://www.bankofengland.co.uk/markets/Documents/paymentsystem/rtgsblueprint.pdf
http://www.bankofengland.co.uk/markets/Documents/paymentsystem/rtgsblueprint.pdf
https://www.psr.org.uk/sites/default/files/media/PDF/PSODG-Report-2017.pdf
https://www.psr.org.uk/sites/default/files/media/PDF/PSODG-Report-2017.pdf
https://implementation.paymentsforum.uk/sites/default/files/documents/A%20Payments%20Strategy%20for%20the%2021st%20Century%20-%20Putting%20the%20needs%20of%20users%20first_0.pdf
https://implementation.paymentsforum.uk/sites/default/files/documents/A%20Payments%20Strategy%20for%20the%2021st%20Century%20-%20Putting%20the%20needs%20of%20users%20first_0.pdf
https://implementation.paymentsforum.uk/sites/default/files/documents/A%20Payments%20Strategy%20for%20the%2021st%20Century%20-%20Putting%20the%20needs%20of%20users%20first_0.pdf
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development of payment systems products 

and services. According to the PSO DG, end 

users and PSPs will benefit from a scaled 

entity with a single approach to risk 

management. It says a single entity would 

enhance security and resilience, and enable 

simpler and more effective governance and 

regulatory oversight. 

The single entity would also be responsible 

for taking forward the next stage of the 

development of a new payments 

architecture. This is an industry-led 

initiative recommended by the PSF that 

aims to increase competition and resilience 

and enhance innovation across the 

payments and banking industry. 

The PSO DG’s report is to be considered by 

the boards of the three PSOs. The planned 

deadline for the consolidation is the end 

of 2017. 

Recovery and resolution 
Simplifying RRP obligations 

The EBA launched a consultation on 8 May 

2017 on its draft BRRD RTS specifying the 

eligibility criteria for simplified obligations 

concerning RRPs. The EBA proposes a two-

stage assessment. 

First, the resolution authorities (RAs) assess 

a firm against quantitative criteria: size, 

interconnectedness, scope and complexity 

of activities and nature of business. These 

indicators are the same as those used in the 

EBA guidelines to identify O-SIIs. Banks 

scoring 25 basis points or higher are 

ineligible for simplified obligations. The 

EBA indicates RAs have flexibility to set 

their own thresholds for investment firms. 

At the second stage, RAs assess banks 

against qualitative criteria, such as whether 

it performs critical functions, whether its 

deposits would not be fully protected and 

the profile of its shareholding structure. For 

investment firms, the EBA proposes a 

minimum set of considerations while 

allowing RAs the freedom to add more. 

The EBA also suggests RAs may exclude 

certain firms from the assessment. For 

example, RAs may exempt G-SIIs, O-SIIs 

and SREP category one institutions from 

the whole process. On the other hand, banks 

with total assets not exceeding 0.015% of 

the aggregate for all banks in a Member 

State may be fast-tracked to stage two. RAs 

may also adjust the stage one threshold for 

banks so long as it is set between zero and 

105 basis points. The proposed approach for 

groups requires all entities in the group to 

meet the eligibility criteria on an individual 

basis prior to the assessment on a group 

basis. The consultation closes on  

8 August 2017. 

Long-awaited update on BRRD 
valuations 

The EBA published two final draft RTS on 

valuation in resolution under BRRD on 

23 May 2017, following its consultation 

which closed in February 2015. The EBA 

aims to give the independent valuer 

common criteria for valuation in resolution, 

to promote a consistent approach across 

the EU. 

Resolution authorities must obtain 

independent valuations to inform their 

decisions on firms before and after 

resolution. They need pre-resolution 

valuations to establish whether a firm is 

failing or likely to fail and, if so, which 

resolution tools should be used. They also 

need post-resolution valuations to assess 

whether a breach of the no-creditor-worse-

off safeguard has occurred as a result of 

resolution actions. If creditors would have 

been better off in a firm’s insolvency, they 

can launch compensation claims. 

The EBA notes respondents’ concerns about 

the limited information and data available 

to independent valuers and their reliance on 

a firm’s internal models and systems. But it 

points out that the RTS on resolution 

planning empower resolution authorities to 

require firms to develop appropriate 

infrastructures, processes and data 

warehouses to support resolution 

valuations.  

The EBA also supports the right of 

independent valuers to challenge 

management assumptions in valuations 

prepared for financial statements. But both 

RTS include new requirements for valuers 

to justify any deviation from management 

assumptions. Finally, in response to 

feedback, the EBA amends the definitions in 

both RTS to ensure a clear distinction 

between valuation methodology and basis. 

Remuneration 
Remuneration rules for CRD IV firms 

The FCA published a policy statement 

Remuneration in CRD IV firms: final 

guidance and changes to Handbook– 

PS17/10 on 3 May 2017. It contains the final 

Handbook text and guidance on 

remuneration in CRD IV firms that it 

consulted on in Consultation Paper 16/28, 

published in September 2016. The FCA 

made minor changes to the wording of the 

proposed final rules and guidance. The FCA 

also published new non-Handbook 

guidance to address frequently asked 

questions on remuneration, FG 17/5. 

The FCA introduces these amendments to 

align its rules to the EBA guidance 

published in December 2015 and setting out 

how CRD IV should be implemented. The 

EBA Guidelines came into force on 1 

January 2017 and are directly addressed to 

firms. The FCA defines the scope of this 

policy statement to be all firms within the 

scope of CRD IV and also firms subject to 

the FCA’s Remuneration Code under Senior 

Management Arrangements, Systems and 

Controls (SYSC) 19C. 

The FCA wants firms to ensure they comply 

with the EBA Guidelines as well the FCA’s 

rules and guidance for the 2017 

performance year onwards. These changes 

take effect from the publication date of the 

policy statement. 

http://www.eba.europa.eu/documents/10180/1838747/Consultation%20Paper%20on%20the%20draft%20RTS%20on%20simplified%20obligations%20(EBA-CP-2017-05).pdf
http://www.eba.europa.eu/documents/10180/1853532/Final%20draft%20RTSs%20on%20valuation%20in%20resolution%20(EBA-RTS-2017-05%20&%20EBA-RTS-2017-06).pdf
http://www.eba.europa.eu/documents/10180/1853532/Final%20draft%20RTSs%20on%20valuation%20in%20resolution%20(EBA-RTS-2017-05%20&%20EBA-RTS-2017-06).pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016R1075&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016R1075&from=EN
https://www.fca.org.uk/publication/policy/ps17-10.pdf
https://www.fca.org.uk/publication/policy/ps17-10.pdf
https://www.fca.org.uk/publication/policy/ps17-10.pdf
https://www.fca.org.uk/publication/consultation/cp16-28.pdf
https://www.fca.org.uk/publication/finalised-guidance/frequently-asked-questions-remuneration-sysc-19a-19d.pdf
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Supervision 
Expanding the ECB’s role? 

ECB officials gave a series of speeches at the 

Banking Union Conference on the current 

and future states of banking regulation and 

supervision on 15 May 2017. Adam Farkas, 

the ECB’s Executive Director, presented on 

Progress in regulatory and supervisory 

consistency in the EU. Farkas emphasised 

the importance of the single rule book and 

argued for shifting regulatory 

responsibilities from Member State 

competent authorities to EU institutions. 

He advocates revisiting national discretion 

in existing legislation and limiting their use 

in the future, even for market dynamics that 

are only present in a few Member States. 

Ignazio Angeloni, an ECB supervisory board 

member, discussed Common challenges for 

banks, regulators and supervisors. He 

noted that the ECB has been able to 

harmonise national discretion in places but 

indicated that the ongoing review of 

banking regulation may lead the ECB to 

conclude that increased use of directly 

applicable regulation would be appropriate. 

Finally, Daniele Nouy, Chair of the ECB’s 

Supervisory Board, spoke on the topic of 

Regulation and supervision in Europe: 

can many cooks make a good broth? 

In addition to echoing arguments for 

increasing the role of EU regulators, 

Nouy warned against sacrificing post-crisis 

reforms out of complacency. 

Setting leveraged transaction 
expectations 

The ECB published Guidance on leveraged 

transactions on 16 May 2017. It aims to set 

supervisory expectations to ensure sound 

and consistent risk management practices 

and to harmonise the definition of leveraged 

transactions. The ECB observes that banks’ 

appetite to underwrite leveraged 

transactions and to retain parts of these 

exposures is growing. It also detects a 

weakening of credit standards due to 

competitive pressures. The ECB considers 

that this situation warrants closer 

supervisory scrutiny. 

The ECB encourages all banks it directly 

supervises to incorporate this guidance into 

their internal policies. But it recognises 

proportionality in its application. It expects 

to ensure the implementation of the 

guidance through day-to-day supervisory 

dialogue with banks and it may ask selected 

banks to report regularly on their exposures 

to leveraged transactions. The guidance 

applies from 16 November 2017. 

Accounting 

Accounting 
Measuring expected credit losses 

The EBA published its final report 

Guidelines on credit institutions’ credit 

management practices and accounting 

for expected credit losses (ECL) on  

12 May 2017. These guidelines are largely 

unchanged from those consulted on in July 

2016. But the EBA makes amendments to 

clarify certain issues including the 

application of the proportionality principle, 

the scope of application of the guidelines 

and the use of practical expedients. 

IFRS 9 - financial instruments replaces IAS 

39 - Financial instruments recognition and 

measurement for financial accounting 

purposes, for accounting periods beginning 

on or after 1 January 2018. It requires firms 

to measure their impairment loss 

allowances based on an ECL accounting 

model rather than an incurred loss 

accounting model. Through these 

guidelines, the EBA sets out supervisory 

expectations for firms relating to sound 

credit risk practices associated with 

implementing and applying an ECL 

accounting model. These guidelines do not 

set out requirements regarding the 

determination of ECL for regulatory capital 

purposes. 

The guidelines contain principles on the 

application of proportionality and 

materiality, credit risk management 

practices and on the accounting for ECL. 

They also provide specific guidance for 

firms reporting under IFRS and for 

supervisory authorities on their supervisory 

evaluations. 

The guidelines build on Basel Committee 

supervisory guidance on the same matter 

issued in December 2015. They apply in 

respect of accounting periods beginning 

on or after 1 January 2018. 

Also this month 

Basel committee 

The Basel Committee published FAQs on 

Basel III monitoring on 11 May 2017, 

providing answers to questions raised by 

supervisors and banks during the 

Committee’s Basel III monitoring. 

BoE 

The BoE published FAQs on the BoE 

Accelerator on 19 May 2017. The BoE 

Accelerator is an initiative to help 

innovative firms to harness FinTech 

innovations for central banking. 

EBA 

 The EBA published three final draft 

Technical Standards under the PAD to 

enhance transparency and comparison 

of payment account fees on 5 May 2017. 

The first sets out standardised 

terminology for services linked to a 

payment account and the other two 

provide templates for a Fee Information 

Document and a Statement of Fees. 

 The EBA published a final draft ITS 

amending ITS on benchmarking of 

internal approaches on 4 May 2o17, the 

annual exercise undertaken by NCAs 

and the EBA. It makes changes to the 

market risk and credit risk portfolios to 

keep them up to date and to provide 

further clarity on the reporting 

instructions and definitions. 

http://www.eba.europa.eu/documents/10180/1843820/2017+05+15+Adam+Farkas_ILF_Frankfurt.pdf
http://www.eba.europa.eu/documents/10180/1843820/2017+05+15+Adam+Farkas_ILF_Frankfurt.pdf
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170515_1.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170515_1.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170515.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170515.en.html
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.leveraged_transactions_guidance_201705.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.leveraged_transactions_guidance_201705.en.pdf
http://www.eba.europa.eu/documents/10180/1842525/Final+Guidelines+on+Accounting+for+Expected+Credit+Losses+%28EBA-GL-2017-06%29.pdf
http://www.eba.europa.eu/documents/10180/1842525/Final+Guidelines+on+Accounting+for+Expected+Credit+Losses+%28EBA-GL-2017-06%29.pdf
http://www.eba.europa.eu/documents/10180/1842525/Final+Guidelines+on+Accounting+for+Expected+Credit+Losses+%28EBA-GL-2017-06%29.pdf
http://www.bis.org/bcbs/qis/biiiimplmonifaq_may17.pdf
http://www.bis.org/bcbs/qis/biiiimplmonifaq_may17.pdf
http://www.bankofengland.co.uk/Documents/fintech/fintechaccfaq0517.pdf
http://www.bankofengland.co.uk/Documents/fintech/fintechaccfaq0517.pdf
http://www.eba.europa.eu/documents/10180/1837359/Final%20draft%20RTS%20and%20ITSs%20under%20PAD%20(EBA-RTS-2017-04,%20EBA-ITS-2017-03,%20EBA-ITS-2017-04).pdf
http://www.eba.europa.eu/documents/10180/1837359/Final%20draft%20RTS%20and%20ITSs%20under%20PAD%20(EBA-RTS-2017-04,%20EBA-ITS-2017-03,%20EBA-ITS-2017-04).pdf
http://www.eba.europa.eu/documents/10180/1837359/Final%20draft%20RTS%20and%20ITSs%20under%20PAD%20(EBA-RTS-2017-04,%20EBA-ITS-2017-03,%20EBA-ITS-2017-04).pdf
http://www.eba.europa.eu/documents/10180/1837359/Final%20draft%20RTS%20and%20ITSs%20under%20PAD%20(EBA-RTS-2017-04,%20EBA-ITS-2017-03,%20EBA-ITS-2017-04).pdf
http://www.eba.europa.eu/regulation-and-policy/other-topics/regulatory-and-implementing-technical-standards-on-benchmarking-portfolios
http://www.eba.europa.eu/regulation-and-policy/other-topics/regulatory-and-implementing-technical-standards-on-benchmarking-portfolios
http://www.eba.europa.eu/regulation-and-policy/other-topics/regulatory-and-implementing-technical-standards-on-benchmarking-portfolios
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 The EBA published an updated list of 

Capital instruments in EU member 

states qualifying as CET1 on 23 May 

2017. Alongside this, it published a 

Report on the monitoring of CET1 

instruments issued by EU institutions. 

This includes the EBA’s views on certain 

terms of instruments it has reviewed 

which it intends to serve as general 

guidance for potential future issuances. 

 The EBA announced on 25 May 2017 

that it will publish data on its annual 

EU-wide transparency exercise in 

December 2017 together with its Risk 

Assessment Report. 

ECB 

 Danièle Nouy, ECB Supervisory Board 

Chair, gave a speech on 2 May 2017 

entitled Banking Union – safe and 

sound finance for Europe, reporting on 

progress made but highlighting concerns 

about the challenges for ECB 

supervision of third-country branches 

and large broker-dealers in a  

post-Brexit world. 

 Danièle Nouy, ECB Supervisory Board 

Chair, gave a speech on 2 May 2017 

entitled Risk and Capital - a balancing 

act. She explained that the current 

approach for determining the 

appropriate level of capital is about 

measuring risk, and employing both 

simple and complex techniques with the 

objective of ensuring banks avoid 

excessive risk taking. 

 In guidance, the ECB amended statistics 

on holdings of securities data reporting 

requirements for banking groups on  

19 May 2017. 

 The ECB published AnaCredit 

Reporting Manual – Part III case 

studies on 31 May 2017. This concerns 

ECB reporting of detailed information 

on individual bank loans in the eurozone 

with the first reporting reference date 

being 3o September 2018. 

FSB 

The FSB published its Global Shadow 

Banking Monitoring Report 2016 on 10 

May 2017. It highlights growth in shadow 

banking but does not yet identify risks that 

need regulating against. 

FSCS 

The FSCS announced in an update on 

31 May 2017, that compensation costs levies 

will be adjusted for the degree of risk 

incurred by deposit takers this year. The 

levy will be included in the FCA Regulatory 

Fees and Levies invoice that firms will 

receive in July 2017. 

Official Journal 

 EC Delegated Regulation (EU) 2017/747 

supplementing Regulation (EU) No 

806/2014 with regard to the criteria 

relating to the calculation of ex ante 

contributions, and on the circumstances 

under which the payment of 

extraordinary ex post contributions 

may be deferred appeared in the Official 

Journal on 29 April 2017. This 

regulation dealing with contributions to 

the SRF came into force on 19 May 2017. 

 The Commission Delegated Regulation 

(EU) 2017/867 on classes of 

arrangements to be protected in a partial 

property transfer under Article 76 of 

BRRD was published in the Official 

Journal on 20 May 2017. It came into 

force on 9 June 2017. 

Wolfsberg Group 

The Wolfsberg Group, an association of 13 

global banks, updated guidance on how 

firms should handle the money laundering 

risks posed by politically exposed persons, 

on 23 May 2017. 

 

http://www.eba.europa.eu/documents/10180/1853774/EBA+updated+CET1+list+-+Q2+2017.xlsx
http://www.eba.europa.eu/documents/10180/1853774/EBA+updated+CET1+list+-+Q2+2017.xlsx
http://www.eba.europa.eu/documents/10180/1853774/EBA+CET1+report+-+Q2+2017.pdf
http://www.eba.europa.eu/documents/10180/1853774/EBA+CET1+report+-+Q2+2017.pdf
http://www.eba.europa.eu/-/eba-announces-details-of-its-2017-eu-wide-transparency-exercise
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170502_1.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170502_1.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170502.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/ssm.sp170502.en.html
http://www.ecb.europa.eu/pub/pdf/other/guidance_notes_to_reporting_agents_on_shs_regulation201705.en.pdf?9620d5e2302b9ba034b70b8208e285c5
http://www.ecb.europa.eu/pub/pdf/other/AnaCredit_Manual_Part_III_Case_studies.en.pdf?0725c5ab8dd49842f4dd8a17c386fbaa
http://www.ecb.europa.eu/pub/pdf/other/AnaCredit_Manual_Part_III_Case_studies.en.pdf?0725c5ab8dd49842f4dd8a17c386fbaa
http://www.ecb.europa.eu/pub/pdf/other/AnaCredit_Manual_Part_III_Case_studies.en.pdf?0725c5ab8dd49842f4dd8a17c386fbaa
http://www.fsb.org/wp-content/uploads/global-shadow-banking-monitoring-report-2016.pdf
http://www.fsb.org/wp-content/uploads/global-shadow-banking-monitoring-report-2016.pdf
http://www.bankofengland.co.uk/pra/Pages/authorisations/fscs/2015updates.aspx
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0747&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0867&from=EN
http://www.wolfsberg-principles.com/pdf/home/Wolfsberg-Guidance-on-PEPs-May-2017.pdf
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Regulation 

Investment funds 
Clarifying MMF risk management 

ESMA published a consultation paper on 

draft money market fund regulatory 

standards on 24 May 2017. It seeks 

feedback on a number of technical issues, 

including the liquidity and credit quality 

requirements applicable to assets received 

under a reverse repurchase agreement. The 

standards also specify how firms should 

manage their portfolio risk, including: 

 validating credit quality assessments  

 assessing default risk of issuers and 

instruments 

 incorporating qualitative indicators. 

In addition, the guidelines cover stress test 

scenarios, taking into account hypothetical 

changes in the level of liquidity of the assets 

held in the portfolio of the MMF, interest 

rate movements and redemption levels.  

The consultation period closes on 

7 August 2017. 

Updated AIFMD and UCITS Q&As 

ESMA provided additional clarity around 

investment fund regulation by publishing 

updated Q&As for AIFMD and UCITS on 

24 May 2017.  

ESMA clarifies that an AIFM should identify 

cross-border fund management in its 

program of operations by providing 

information about specific funds when 

possible, or detailing how intended future 

activity aligns with investment objectives. 

ESMA also informs firms that while AIFs 

and UCITS will benefit from the intragroup 

transaction exemption from EMIR clearing, 

it will construe the application of the 

exemption narrowly. Specifically, it will only 

apply if the fund was established to form 

part of the same group as the other 

counterparty to the trade and then meets 

the other criteria of an intragroup 

transaction. 

Agreeing on new venture capital rules 

The Council and the EP reached agreement 

on new venture capital rules on 31 May 

2017. Market participants will not find the 

final rules a surprise as they are in line with 

the EC’s original proposal. The amendments 

expand the scope of these fund vehicles by: 

 extending the benefits of EuVECA 

designation to asset managers large 

enough to be authorised under AIFMD 

 

Asset management 

https://www.esma.europa.eu/sites/default/files/library/esma-34-49-82_cp_on_draft_technical_advice_implementing_technical_standards_and_guidelines_under_the_mmf_regulation.pdf
https://www.esma.europa.eu/sites/default/files/library/esma-34-49-82_cp_on_draft_technical_advice_implementing_technical_standards_and_guidelines_under_the_mmf_regulation.pdf
https://www.esma.europa.eu/sites/default/files/library/esma34-32-352_qa_aifmd.pdf
https://www.esma.europa.eu/sites/default/files/library/esma34-43-392_qa_ucits_directive.pdf
http://europa.eu/rapid/press-release_IP-17-1477_en.htm
http://europa.eu/rapid/press-release_IP-17-1477_en.htm
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 allowing EuVECAs to invest in small 

mid-caps and SMEs listed on SME 

growth markets 

 limiting the costs that can be imposed by 

host Member States. 

The EC hopes such changes will attract 

larger asset managers with cross-border 

reach to invest more heavily in venture 

capital vehicles. More broadly, such 

agreement will spur momentum behind 

CMU which has recently achieved a few 

‘wins’ by finalising a number of long-

standing initiatives. These include 

prospectus rules and securitisation reform 

in addition to the new venture capital rules.  

While agreement was reached, the final text 

is still being drafted. Then it will be subject 

to formal Council approval and a vote in the 

EP. But given existing institutional 

agreement, there’s unlikely to be any 

divergence from what’s already been agreed. 
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In this section: 

Regulation 29 
Capital and liquidity 29 
Conduct 29 
Technology 30 

Accounting 30 
Accounting 30 

Also this month 31 
A brief round up of other regulatory 

developments  

 

Regulation 

Capital and liquidity 
Council agrees prudential measures 
with US 

The Council adopted a decision on the 

signing of a bilateral agreement between 

the EU and the USA on prudential 

measures regarding insurance and 

reinsurance on 29 May 2017. This 

agreement includes provisions on 

reinsurance, group supervision and the 

exchange of information. It has been drafted 

to provide legal certainty for EU and US 

insurers and reinsurers in the application of 

regulatory frameworks. It is also intended to 

improve protection for policyholders and 

other consumers through cooperation 

between supervisors and the exchange of 

information. A joint committee will oversee 

its implementation.  

The Council’s decision provides for 

provisional application of some of the 

agreement’s content, pending the necessary 

procedures for its conclusion. The Council 

also requested the consent of the EP to 

conclude the agreement. 

Conduct 
FCA proposes Part VII transfers 
approach 

The FCA published GC17/5: Proposed 

guidance on the FCA’s approach to the 

review of Part VII insurance business 

transfers on 19 May 2017. Although the 

PRA leads the Part VII process, and is 

responsible for specific regulatory functions 

such as providing certificates, the FCA still 

has an active role to play. In particular, the 

FCA is entitled to be heard on an 

application to sanction a Part VII Transfer 

and its views are based on an assessment of 

the transfer against its own statutory 

objectives rather than those of the PRA.  

This paper includes draft guidance on the 

FCA’s role in and approach to reviewing 

insurance business transfers under Part VII 

of FSMA, including: 

 initial considerations for firms and 

requirements for any pre-application 

meeting 

 details of the documents the FCA 

expects to receive and consider about 

the nomination and approval of the 

Independent Expert (IE) 

 

Insurance 

http://data.consilium.europa.eu/doc/document/ST-8055-2017-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-8055-2017-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-8065-2017-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-8065-2017-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-8065-2017-INIT/en/pdf
https://www.fca.org.uk/publication/guidance-consultation/gc17-05.pdf
https://www.fca.org.uk/publication/guidance-consultation/gc17-05.pdf
https://www.fca.org.uk/publication/guidance-consultation/gc17-05.pdf
https://www.fca.org.uk/publication/guidance-consultation/gc17-05.pdf
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 details of the FCA’s overall approach, 

expectations and key considerations 

when reviewing the proposed transfer 

 detailed information and examples for 

key documentation – the scheme 

documents, the IE report and 

communications 

 examples and factors for applicants to 

consider if they intend to make any 

applications for dispensations from the 

requirements in the FSMA. 

The comment period ends on 

15 August 2017. 

IAIS reviews global standards 

The IAIS published Report from the Expert 

Team Conducting the Self-Assessment and 

Peer Review of ICPS 18 and 19 on 12 May 

2017. It sets out the Expert Team’s findings 

on the regional and global implementation 

of Insurance Core Principles (ICPs), ICP 18 

- Intermediaries and ICP 19 - Conduct of 

Business. It identifies a number of areas 

that require revision and anticipates 

releasing revised ICPs for public 

consultation at the end of June 2017. 

EIOPA assesses EU insurance risks 

EIOPA published its Risk Dashboard for 

April 2017 with a background note on 16 

May 2017. It considers the main risks and 

vulnerabilities facing the EU insurance 

sector, based on data collected from 93 

insurance groups and 3,076 solo insurance 

undertakings. EIOPA’s results show that 

risk exposure remained stable overall and 

some positive market developments were 

identified:  

 Solvency II ratios are stronger due to 

higher market values of assets and the 

increase of the risk-free curve used for 

discounting the technical provisions 

 volatility has decreased and inflation 

rates have slowly started to converge to 

desired target levels.  

EIOPA also identifies the continuing low-

yield environment and the observation that 

market fundamentals might not properly 

reflect the underlying credit risk as concerns 

for the sector. These are reflected in slightly 

deteriorating market perception and recent 

underperformance of insurance stock 

prices. 

EIOPA launches new pensions stress 
test  

EIOPA launched its Occupational Pensions 

Stress Test 2017 on 18 May 2017. This 

stress test is designed to: 

 assess the resilience of the EU 

occupational pensions sector to an 

adverse market scenario (developed in 

cooperation with the ESRB), using 

common methodologies  

 analyse how IORPs transfer shocks, 

resulting from the impact of the adverse 

market scenario, to the real economy 

and financial markets. 

EIOPA requires national supervisors in EU 

countries with material IORP sectors 

(exceeding €500m in assets) to identify and 

contact defined benefit, hybrid and defined 

contribution plans expected to participate in 

the stress test. The IORPs will then be 

required to submit data based on December 

2016 figures to their supervisor for 

validation. The deadline for participating 

IORPs to complete this exercise is 13 July 

2017. EIOPA plans to publish the results of 

the stress test by the end of 2017. 

Technology 
Developing the cyber insurance market 

The OECD published Supporting an 

effective cyber insurance market on 13 May 

2017 for the Group of Seven Presidency. It 

provides an overview of the market for 

cyber insurance, including the available 

coverage and potential gaps as well as the 

current challenges in terms of data 

availability, quantifying cyber risks, 

awareness and misunderstanding about 

coverage. It also identifies a number of 

potential policy measures to address some 

of the challenges to the development of an 

effective cyber insurance market. The OECD 

recommends that governments focus on the 

following: 

 understanding impediments and gaps in 

the market 

 improving the data available for 

quantifying exposures 

 improving public policies to manage 

cyber risk. 

On 18 May 2017, the ABI published a speech 

Cyber security in the UK: policy and 

technology priorities given by James 

Dalton, ABI Director of General Insurance 

Policy, to the Westminster eForum Keynote 

Seminar. Dalton outlined how the insurance 

sector is evolving to help businesses prepare 

for, and respond, to cyber threats. He also 

highlighted a number of challenges and 

policy issues facing the cyber insurance 

market, such as the need for a national 

anonymised database detailing cyber 

incidents.  

Accounting 

Accounting 
IASB finalises insurance contracts 
standard 

The IASB issued IFRS 17, ‘Insurance 

contracts’ on 18 May 2017. It replaces IFRS 

4 and fundamentally changes the 

accounting by all entities that issue 

https://www.iaisweb.org/page/supervisory-material/implementation-and-capacity-building/assessments/file/66316/aggregate-report-from-the-expert-team-conducting-the-self-assessment-and-peer-review-of-icps-18-and-19
https://www.iaisweb.org/page/supervisory-material/implementation-and-capacity-building/assessments/file/66316/aggregate-report-from-the-expert-team-conducting-the-self-assessment-and-peer-review-of-icps-18-and-19
https://www.iaisweb.org/page/supervisory-material/implementation-and-capacity-building/assessments/file/66316/aggregate-report-from-the-expert-team-conducting-the-self-assessment-and-peer-review-of-icps-18-and-19
https://eiopa.europa.eu/Publications/Standards/EIOPA-BoS-17-125-RDB%202016Q4.pdf
https://eiopa.europa.eu/Publications/Standards/EIOPA-BoS-17-125-RDB%202016Q4.pdf
https://eiopa.europa.eu/Publications/Standards/EIOPA-BoS-17-126-Background%20note.pdf
https://eiopa.europa.eu/Pages/Financial-stability-and-crisis-prevention/Occupational-Pensions-Stress-Test-2017-.aspx
https://eiopa.europa.eu/Pages/Financial-stability-and-crisis-prevention/Occupational-Pensions-Stress-Test-2017-.aspx
https://eiopa.europa.eu/Publications/Surveys/2017-03-23%20Scenario%20approved%20by%20General%20Board.pdf
http://www.oecd.org/daf/fin/insurance/Supporting-an-effective-cyber-insurance-market.pdf
http://www.oecd.org/daf/fin/insurance/Supporting-an-effective-cyber-insurance-market.pdf
https://www.abi.org.uk/news/speeches/2017/05/cyber-as-a-business-risk-how-insurance-can-help-businesses-prepare-for-and-manage-cyber-risk/
https://www.abi.org.uk/news/speeches/2017/05/cyber-as-a-business-risk-how-insurance-can-help-businesses-prepare-for-and-manage-cyber-risk/
http://www.ifrs.org/Alerts/PressRelease/Pages/iasb-finalises-fundamental-overhaul-of-insurance-accounting.aspx
http://www.ifrs.org/Alerts/PressRelease/Pages/iasb-finalises-fundamental-overhaul-of-insurance-accounting.aspx
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insurance contracts and investment 

contracts with discretionary participation 

features. The new standard applies to 

annual periods beginning on or after 

1 January 2021, with earlier application 

permitted if IFRS 15, ‘Revenue from 

contracts with customers’ and IFRS 9, 

‘Financial instruments’ are also applied. See 

our In brief, ‘IFRS 17 marks a new epoch 

for insurance contracts accounting’ for 

further details. 

Also this month 

EIOPA 

 EIOPA published its Final Report on 

CP16/003 on the methodology to derive 

the ultimate forward rate (UFR) and its 

implementation and an updated 

Calculation of the UFR for 2018 

correcting the UFR for the Mexican peso 

on 23 May 2017.  

 EIOPA updated its questions and 

answers on (EU) No 2015-2450 with 

regard to the templates for the 

submission of information to the 

supervisory authorities. 

 

https://inform.pwc.com/inform2/show?action=informContent&id=1751190405134241
https://inform.pwc.com/inform2/show?action=informContent&id=1751190405134241
https://eiopa.europa.eu/Publications/Reports/Final%20Report%20on%20Consultation%20Paper%20No%2016003%20on%20the%20methodology%20to%20derive%20the%20UFR.pdf
https://eiopa.europa.eu/Publications/Reports/Final%20Report%20on%20Consultation%20Paper%20No%2016003%20on%20the%20methodology%20to%20derive%20the%20UFR.pdf
https://eiopa.europa.eu/Publications/Reports/Final%20Report%20on%20Consultation%20Paper%20No%2016003%20on%20the%20methodology%20to%20derive%20the%20UFR.pdf
https://eiopa.europa.eu/Publications/Reports/Final%20Report%20on%20Consultation%20Paper%20No%2016003%20on%20the%20methodology%20to%20derive%20the%20UFR.pdf
https://eiopa.europa.eu/Publications/Consultations/Updated%20calculation%20of%20the%20UFR%20for%202018.pdf
https://eiopa.europa.eu/regulation-supervision/q-a-on-regulation
https://eiopa.europa.eu/regulation-supervision/q-a-on-regulation
https://eiopa.europa.eu/Publications/Guidelines/%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities%2012-May-17.xlsb
https://eiopa.europa.eu/Publications/Guidelines/%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities%2012-May-17.xlsb
https://eiopa.europa.eu/Publications/Guidelines/%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities%2012-May-17.xlsb
https://eiopa.europa.eu/Publications/Guidelines/%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities%2012-May-17.xlsb
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Open consultations 

Closing date 
for responses 

Paper Institution 

15/06/17 Consultation document: FinTech a more competitive and innovative European financial sector EC 

23/06/17 Consultation on the UK’s future legal framework for imposing and implementing sanctions HMT 

23/06/17 
(chapter 2) 

Consultation Paper CP17/8 Markets in Financial Instruments Directive II Implementation – Consultation Paper V (including 
changes to conduct rules for Occupational Pension Scheme firms) 

FCA 

26/06/17 Consultation on the scope of the draft guidelines on connected clients under Article 4 (1) (39) of Regulation (EU) No 575/2013 EBA 

28/06/17 IRB approach: clarifying PRA expectations – CP5/17 PRA 

30/06/17 G-SIBs – revised assessment framework Basel Committee 

03/07/17 Update of the guidelines on the application of the endorsement regime under Article 4(3) of the CRA Regulation ESMA 

03/07/17 CP17/10: Consultation on persistent debt and earlier intervention remedies FCA 

11/07/17 Draft Joint RTS on the measures credit and financial institutions shall take to mitigate the risk of money laundering and 
terrorist financing where a third country’s law does not permit the application of group-wide policies and procedures 

EBA 

07/08/17 Draft technical advice, ITS and guidelines under the MMF Regulation ESMA 

08/08/17 Draft RTS on simplified obligations under Article 4(6) of the BRRD EBA 

18/08/17 Draft recommendations on outsourcing to cloud service providers under Article 16 of Regulation (EU) No 1093/2010 EBA 

21/09/17 GFXC request for feedback on last look practices in the Foreign Exchange market Global Foreign 
Exchange 
Committee 

 

Monthly calendar 

http://ec.europa.eu/info/sites/info/files/2017-fintech-consultation-document_en_0.pdf
https://www.gov.uk/government/consultations/public-consultation-on-the-united-kingdoms-future-legal-framework-for-imposing-and-implementing-sanctions
https://www.fca.org.uk/publication/consultation/cp17-08.pdf
https://www.fca.org.uk/publication/consultation/cp17-08.pdf
http://www.eba.europa.eu/documents/10180/1856240/Consultation+Paper+on+the+scope+of+the+draft+Guidelines+on+connected+clients+%28EBA-CP-2017-07%29.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/cp/2017/cp517.pdf
http://www.bis.org/bcbs/publ/d402.pdf
https://www.esma.europa.eu/file/21990/download?token=wL6pD8aJ
https://www.fca.org.uk/publication/consultation/cp17-10.pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation+Paper+on+RTS+on+the+implementation+of+group+wide+AML-CFT+policies+in+third+countries+%28EBA-CP-2017-08%29.pdf
http://www.eba.europa.eu/documents/10180/1861642/Consultation+Paper+on+RTS+on+the+implementation+of+group+wide+AML-CFT+policies+in+third+countries+%28EBA-CP-2017-08%29.pdf
https://www.esma.europa.eu/sites/default/files/library/esma-34-49-82_cp_on_draft_technical_advice_implementing_technical_standards_and_guidelines_under_the_mmf_regulation.pdf
http://www.eba.europa.eu/documents/10180/1838747/Consultation+Paper+on+the+draft+RTS+on+simplified+obligations+%28EBA-CP-2017-05%29.pdf
http://www.eba.europa.eu/documents/10180/1848359/Draft+Recommendation+on+outsourcing+to+Cloud+Service++%28EBA-CP-2017-06%29.pdf
http://www.globalfxc.org/docs/consultation_process.pdf
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Forthcoming publications in 2017 

Date Topic Type Institution 

Accounting 

TBD 2017 RTS on consolidation methods Technical standards EBA 

TBD 2017 Developments in the market with regard to providing statutory audit 
services to public interest entities 

Advice  EBA 

TBD 2017 Accounting for expected credit losses Guidelines  EBA 

TBD 2017 Policy statement to CP46/16 – IFRS 9: changes to reporting 
requirements 

Policy statement  PRA 

Asset management  

TBD 2017 UCITS V Level 2 Regulation, SFTR and consequential changes to the 
Handbook – PS to CP16/14 

Policy statement  FCA 

Authorisations  

TBD 2017 ITS and RTS on authorisation of credit institutions under CRD IV  Technical standards EBA 

CASS  

TBD 2017 Asset segregation under AIFMD  Guidelines  ESMA  

Conduct  

June 2017 Enhancing conduct rules for firms providing contract for difference 
products to retail clients – PS to CP16/40 

Policy statement  FCA 

Summer 2017 Mortgage market study interim report Report FCA 
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Date Topic Type Institution 

TBD 2017 Consultation on new rules for firms running crowdfunding platforms Consultation FCA 

TBD 2017 Creditworthiness and affordability in consumer credit Consultation FCA 

TBD 2017 Implementation of the Benchmarks Regulation Consultation FCA 

TBD 2017 Remuneration benchmarking and high earners data under Articles 
75(1) and (3) CRD IV 

Report EBA 

TBD 2017 The collection exercise of approved higher maximum ratios for variable 
remuneration under Article 94(1)(g)(ii) CRD IV  

Guidelines  EBA 

TBD 2017 Suitability of members of the management body and key function 
holders under Article 91(12) CRD IV 

Guidelines  EBA 

TBD 2018 Mortgage market study final report Report FCA 

Financial crime, security and market abuse 

TBD 2017 Enhanced due diligence under AMLD4 Guidelines  EBA 

TBD 2017 Simplified due diligence under AMLD4  Guidelines  EBA 

TBD 2017 RTS on central contract points under AMLD4 Technical standards EBA 

TBD 2017 MAR Technical standards ESMA 

Insurance    

H1 2017 Policy statement to CP38/16 Solvency II: group supervision Policy statement  PRA 

H1 2017 Policy statement to CP39/16: Cyber insurance underwriting risk Policy statement  PRA 

September 2017 IDD implementation – PS to CP1  Policy statement  FCA 



         
Executive summary MiFID II – only six 

months to go 
Getting ready for 
EMIR II 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

FS regulatory, accounting and audit bulletin – June 2017  PwC  35 

Date Topic Type Institution 

TBD 2017 IDD implementation – CP2 Consultation FCA 

TBD 2017 Policy statement to CP48/16 Solvency II: Matching adjustment – 
illiquid unrated assets and equity release mortgages  

Policy statement  PRA 

TBD 2017 Policy statement to CP47/16: Maintenance of the ‘transitional measure 
on technical provisions’ under Solvency II 

Policy statement  PRA 

Market infrastructure 

July 2017 FCA proposed 2017/18 fee rates for market infrastructure providers Consultation  FCA 

TBD 2017 The supervision of delegated credit institutions and central securities 
depositories authorised to provide banking type of ancillary services 

Guidelines  EBA 

Payments 

TBD 2017 RTS on central contact points under PSD2  Technical standards  EBA  

TBD 2017 RTS on standardised terminology for payment services linked to a 
payment account under PAD  

Technical standards  EBA  

TBD 2017 ITS on the standardised format of documents and symbols (including 
consumer testing) under PAD 

Technical standards EBA 

Pensions    

TBD 2017 Secondary annuity market – PS to CP16/13 Policy statement  FCA 

Prudential 

TBD 2017 Disclosure of LCR Guidelines  EBA 

TBD 2017 Incremental default and migration risk Guidelines EBA 
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Date Topic Type Institution 

TBD 2017 Stress in correlation trading portfolios Guidelines EBA 

TBD 2017 Integrity of the modelling process Guidelines EBA 

TBD 2017 Incremental default and migration risk Guidelines EBA 

TBD 2017 ITS amending the Commission Implementing Regulation with regard to 
the LCR 

Technical standards EBA 

TBD 2017 Stressed VaR Guidelines EBA 

TBD 2017 Netting Guidelines EBA 

TBD 2017 The Supervisory Formula Method on securitisation under Article 
262(3) of CRR 

Guidelines EBA 

TBD 2017  ITS on MREL reporting templates Technical standards EBA 

TBD 2017 Intraday liquidity risk Guidelines  EBA 

Securities and markets 

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 

H1 2017 MiFID II implementation – policy statement to CP16/29 Policy statement  FCA 

H1 2017 MiFID II implementation – policy statement to CP43/16 Policy statement  PRA 

TBD 2017 SFTR RTS and ITS  Technical standards ESMA 

Supervision, governance and reporting 

Quarterly  Risk dashboard Report  ESMA  
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Date Topic Type Institution 

June 2017 FCA regulatory fees and levies: policy proposals for 2017/18 – second 
PS to CP16/33 

Policy statement FCA 

July 2017 FCA regulated fees and levies: rates proposals 2017/18 – PS to CP17/12 Policy statement FCA 

October 2017 FCA regulatory fees and levies: policy proposals for 2018/19 Consultation FCA 

Q4 2017 Reviewing the funding of the FSCS – PS to CP16/42 and further 
consultation 

Policy statement  FCA 

TBD 2017 ITS and RTS on the authorisation of credit institutions Technical standards EBA 

TBD 2017 Credit Rating Agencies Regulation Technical standards ESMA 

Wholesale markets 

H1 2017 EMIR Technical standards ESMA 

 

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

AMLD5 5th Money Laundering Directive 

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) 

 

Glossary 
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CIS Collective Investment Schemes 

CMA Competition and Markets Authority 

CMU Capital markets union 

COBS FCA conduct of business sourcebook 

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 

DEPP The FCA’s Decision Procedure and Penalties Manual 

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) 

DPM Data point model 

D-SIBs Domestic Systemically Important Banks 

EBA European Banking Authority 

EC European Commission 

ECB European Central Bank 

ECJ European Court of Justice 
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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 

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 
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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 

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 
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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 

MCD Mortgage Credit Directive 2014/17/EU 

MCOB Mortgages and Home Finance: Conduct of Business sourcebook 

MCR Minimum Capital Requirement  

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 

NST National specific template 

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 
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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 

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 bank 

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 
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SONIA Sterling Overnight Index Average 

SPV Special purpose vehicle 

SREP  Supervisory Review and Evaluation Process 

SRB Single Resolution Board  

SRF Single Resolution Fund 

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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