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Executive summary 

 

 

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. 

As we head into the summer months, our 

regulators remain as busy as ever. The FCA 

and PRA are pressing on with enacting their 

2019/20 business plans, which we explored in-

depth in last month’s edition. For example, the 

FCA started work on its demographic change 

initiative – one of the eight cross-sector 

priorities in its business plan – by publishing a 

discussion paper on intergenerational finance. 

The regulator looks at the financial lives and 

wealth accumulation/decumulation of 

Millenials, Generation X and Baby Boomers, 

and considers the implications for consumers 

and financial services markets. It raises a 

number of potential implications for firms, such 

as certain generations requiring greater 

flexibility in mortgage and credit products. 

Given this is a priority area for the FCA, firms 

would be well advised to engage with the 

debate at an early stage. 

In the investment management sector, 

principal firms should pay close attention to the 

findings of an FCA review into how such firms 

comply with their regulatory responsibilities for 

their appointed representatives (ARs). The 

FCA found significant shortcomings, including 

weak or under-developed governance 

arrangements at most of the firms it reviewed. 

The regulator also found most principals were 

not assessing the risks posed by their ARs’ 

activities, and as a result some may not be 

holding adequate financial resources. It 

concluded there is a significant risk of harm to 

consumers and the market, and issued a Dear 

CEO letter setting out its expectations. The 

FCA plans to carry out follow-up work and 

expects firms to have acted on its findings. 

Meanwhile, in the insurance market, the PRA 

continues to make improvements to Solvency 

II. Following recommendations by the TC in its 

report on the impact of the directive, the PRA 

issued a consultation proposing to simplify 

requirements for the TMTP calculations, as 

well as draft guidance. The PRA has 

concluded that a unified simplification across 

all firms is unlikely to be feasible, and instead 

suggests firms develop their own simplification 

methods, and discuss these with their 

supervisors before the expected recalculation 

on 31 December 2019. 

Turning to developments in the EU, the EBA 

launched a consultation on a number of draft 

RTS on the standardised approach for 

counterparty credit risk under CRR II. The RTS 

specify methods for the mapping of derivative 

transactions to risk categories, a formula for 

the calculation of the supervisory delta of 

options mapped to the interest rate risk 

category, and a method for determining 

whether derivative transactions are long or 

short in their risk drivers. Impacted firms should 

consider responding to the EBA with feedback. 

Operational resilience remains a central focus 

of regulation. As both firms and regulators 

develop their approach to operational 

resilience, in this month’s feature article we 

consider the pressing need for greater 

international consistency and cooperation to 

drive this agenda forward. Drawing on PwC 

and TheCityUK’s recent report on operational 

resilience in financial services, we analyse the 

developing regulatory picture and what this 

means for firms. 

We hope you enjoy reading this 

month’s articles. 

 

 

 

Hannah Swain 

Director, FS Regulatory Insights 
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How to read this bulletin? 

Review the Table of Contents and 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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Operational resilience: Navigating international waters 

 

 

 

                                                             

1The FSSCC coordinates critical infrastructure and homeland security activities within the financial services industry. Its 70 members consist of financial trade associations, financial utilities, and the 
most critical financial firms 

While the focus of regulation since the financial 

crisis has mainly been on financial resilience, 

conduct and the functioning of markets, 

regulators are increasingly turning their 

attention to operational resilience. UK 

authorities have positioned themselves as 

thought leaders in their drive to improve firms’ 

ability to resist and recover from operational 

interruptions, by focussing on key business 

services. As firms seek to respond to the FCA 

and PRA’s evolving expectations, EU and 

global authorities are also developing their 

approach to operational resilience. With output 

emerging from multiple sources and 

jurisdictions, it can be challenging for firms to 

understand the impact. 

In this environment, PwC and TheCityUK 

published a report (‘joint report’), Operational 

resilience in financial services: time to act, to 

contribute to the ongoing thinking on 

operational resilience. In this article, we 

explore some of the key topics from that report 

and look at how the regulatory picture is 

developing. What do regulators and authorities 

expect of firms? How do the various standards 

and expectations fit together and how do firms, 

particularly multinational firms, navigate these? 

Developing an overarching 

regulatory framework  

The joint UK authorities’ discussion paper in 

2018 is the first policy document to present an 

overarching framework for operational 

resilience drawing upon best practice. The 

paper sets out a structure for improving the 

operational resilience of financial institutions 

and financial market infrastructures in the UK. 

It signals an expectation that the industry 

should accelerate efforts to boost resilience 

against a range of risks.  

While many other jurisdictions are looking at 

the UK as a first mover, there are some 

important pockets of activity that firms need to 

be aware of. For example, in the US, while the 

main regulators have not published a view on 

an overarching framework, some are building 

components into their workplans such as the 

Federal Deposit Insurance Corporation. One 

industry body, the Financial Services Sector 

Coordinating Council1, published a white paper 

on business services resilience and 

restoration. It draws upon the UK discussion 

paper and expands on it by explicitly exploring 

‘restoration’, defined as “the process of 

reestablishing business operational services 

through new capabilities (‘new normal’) in the 

event previous capabilities cannot be 

recovered through established business 

continuity/disaster recovery processes”. The 

concept aligns with one of our 

recommendations in the joint report for firms to 

use a range of scenarios to test their resilience, 

including a prolonged or terminal outage.  

In most other countries where work has 

commenced, regulators are looking at specific 

dimensions of operational resilience rather 

than the overarching framework. Examples 

include the Australian Prudential Regulatory 

Authority (APRA), which is looking at 

information security incidents and cloud 

services, and the Monetary Authority of 

Singapore (MAS), which is considering 

business continuity and third party 

management. 

Of course, pioneering an approach on the 

framework brings great responsibility to the UK 

regulators, as any potential benefits from 

taking the lead can be offset by the risks and 

potential costs should international standards 

then conflict. That is why in our report we 

stress the importance of the regulators 

committing adequate resources to influencing 

international standards and sharing learnings. 

The most significant body to influence will be 

Simon Chard
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https://www.pwc.co.uk/industries/financial-services/fsrr-stand-out-for-the-right-reasons/operational-resilience-time-to-act.html
https://www.pwc.co.uk/industries/financial-services/fsrr-stand-out-for-the-right-reasons/operational-resilience-time-to-act.html
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/discussion-paper/2018/dp118.pdf?la=en&hash=4238F3B14D839EBE6BEFBD6B5E5634FB95197D8A
https://www.fdic.gov/about/strategic/strategic/strategic-plan-2018-2022.pdf
https://www.fsscc.org/files/galleries/FSSCC_Operational_Resilience_White_Paper_DRAFT_13March2019.pdf
https://www.apra.gov.au/media-centre/speeches/building-resilience-three-dimensions
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/2019%20Feb%20Outsourcing%20by%20Banks%20and%20Merchant%20Banks/Consultation%20Paper%20on%20Outsourcing%20by%20Banks%20and%20Merchant%20Banks.pdf
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the Basel Committee Operational Resilience 

Working Group whose mandate is to assess 

issues related to cyber-risk and broader 

operational resilience. We expect to see an 

output of its recent work this summer, in the 

form of principles for operational resilience to 

inform the global conversation. 

The UK has been the first mover in developing 

how an overarching operational resilience 

framework could look. The output from the 

Basel working group will signal to what extent 

the UK’s thinking is taken up elsewhere around 

the world, and will help multinational firms to 

promote the topic in their countries of 

operation. 

EU leads the way on outsourcing 

Outsourcing is a long-established focus of 

regulation for UK firms, with rules set out in the 

FCA Handbook2 and PRA rulebook3. In recent 

times regulators have started to separate out 

specific guidelines for outsourcing to cloud 

service providers. This reflects the growing 

trend for firms to evolve their IT infrastructure 

through cloud adoption, and the ambiguities 

surrounding how to do this robustly, particularly 

under the new GDPR regime. 

Common aspects of outsourcing regulation 

across different jurisdictions focus on the need 

for strong governance (e.g. assigning 

accountability to individuals and having 

appropriate oversight), a clear view of third 

                                                             

2 FCA Handbook section: SYSC 8.1 and SYSC 13.9 
3 PRA Rulebook: Outsourcing section for UK bank, a building society or a UK designated investment firm; and for Insurers: Solvency II firms: Conditions Governing Business 

parties (e.g. maintaining an inventory and 

conducting due diligence of providers) and 

having contingency plans in place should 

services fail, including establishing a 

contractual ability to terminate a relationship.  

For UK firms, the recent developments on 

outsourcing to the cloud have been led from 

the EU. The EBA, for instance, introduced 

rules on outsourcing to cloud providers in 2017 

which were supplemented by the FCA for 

those firms not captured by the EBA. EIOPA 

has announced that it will refine the EBA 

guidelines to work for the particular 

circumstances of the (re)insurance sector. That 

said, it’s worth stating that the dialogue is still 

happening at a global level, with the G7 

publishing a paper on the Fundamental 

Elements for Third Party Cyber Risk 

Management in the Financial Sector, advising 

entities to apply a proportionate approach 

aligned to the nature of their specific cyber 

risks. 

In September this year the EBA’s revised 

guidelines on outsourcing will come into force, 

superseding the cloud guidance and 

broadening out into other third party services. 

The guidelines set out which arrangements 

with third parties are classified as outsourcing 

and how to determine the identification of 

critical or important functions, for which stricter 

requirements will apply.  

A further aspect of outsourcing where we are 

starting to hear strong views among European 

regulators, relates to the regulatory perimeter. 

Both the ESAs and the ECB have been 

outspoken on the need for establishing an 

appropriate oversight framework for monitoring 

critical service providers to the extent that their 

activities may impact relevant entities. The 

implications of this need to be considered. 

Domestically we expect the topic to be raised 

by the FCA in its inaugural annual report on the 

perimeter, due in July 2019. 

Weighing all of this up, it follows that the FCA 

business plan focuses on ongoing work to 

better understand the current outsourcing/ 

third-party service provider environment, and 

promoting existing guidance for firms 

outsourcing to the cloud and other third-party 

IT service providers.  

It is currently European authorities which set 

the tone for outsourcing regulation in the UK. 

With new rules coming into force this year via 

the EBA (already agreed) and EIOPA (not yet 

consulted upon), we expect questions around 

the perimeter to escalate further. This will 

require careful thought and coordination 

globally given the international nature of critical 

service providers. 

Authorities unite to expand stress 

testing  

Stress testing has long been an important part 

of the supervisory toolkit, giving a more 

informed view of a firm’s ability to withstand 

different scenarios beyond a self-assessment. 

Within the UK, the regulators have expanded 

their suite of stress testing scenarios to include 

the physical and transition risks of climate 

change, looking initially at insurers, and the 

operational disruption caused by cyber 

incidents, with the initial focus on the payments 

sector. It will explore the robustness of firms’ 

responses as well as the interdependencies 

between parts of the system in the context of 

impact tolerances. The FCA has also 

committed in its business plan to increase the 

number of CBEST tests (ethical hacking) that it 

carries out on priority firms. 

However, stress testing is a good example of 

where international coordination is already 

underway. For example, in June the G7 is 

running the largest cross-border cyber 

resilience exercise of its kind, which will involve 

24 financial services authorities. The exercise 

is intended to simulate the effect of a cyber 

attack on a large international bank and test 

authorities’ ability to coordinate during a wide-

scale disruption. 

Stress testing appears to be an area where 

authorities around the world are joining forces 

https://eba.europa.eu/-/eba-issues-guidance-for-the-use-of-cloud-service-providers-by-financial-institutions
https://www.fca.org.uk/publication/finalised-guidance/fg16-5.pdf
https://eba.europa.eu/-/esas-publish-joint-advice-on-information-and-communication-technology-risk-management-and-cybersecurity?src=ilaw
https://www.fin.gc.ca/activty/G7/pdf/G7-cyber-risk-management-gestion-risques-cybernetiques-eng.pdf
https://eba.europa.eu/regulation-and-policy/internal-governance/guidelines-on-outsourcing-arrangements
https://eba.europa.eu/-/esas-publish-joint-advice-on-information-and-communication-technology-risk-management-and-cybersecurity?src=ilaw
https://www.pwc.co.uk/financial-services/assets/pdf/pra-to-include-climate-risks-in-stress-tests-for-insurers.pdf
https://www.pwc.co.uk/financial-services/assets/pdf/pra-to-include-climate-risks-in-stress-tests-for-insurers.pdf
https://www.pwc.co.uk/industries/financial-services/regulation/understanding-regulatory-developments/fpc-reveals-operational-resilience-stress-test-details.html
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to progress a united front. Practising how to 

coordinate a response to an operational 

incident is particularly important given the 

impacts can spread quickly to other firms and 

jurisdictions. 

What comes next? 

Within the UK we can expect to see the 

publication of the joint regulators’ consultation 

paper in autumn 2019, setting out any 

proposed policy changes. At a European level 

we know that EBA outsourcing rules will come 

into force in September 2019 and that other 

consultations are planned by the ESAs.  

The complexity of operational resilience is 

magnified in multinational firms, not just in 

navigating the different cultures of their 

workforce, but also in compliance with local 

regulatory requirements. The role of global 

bodies here is key. We can look forward to 

outputs from: IOSCO on reviewing current 

outsourcing guidelines and adoption of cyber 

standards; and from the Basel working group 

on operational resilience principles. The FSB 

has also committed to launch a toolkit in late 

2020 outlining effective practices relating to a 

firm’s response to, and recovery from, a cyber 

incident. 

It is important that regulation relating to firms’ 

operational resilience is developed in a way 

which is consistent across different regulatory 

regimes, and which forms a coherent whole to 

avoid overlapping and potentially conflicting 

requirements, and the operational complexities 

and costs of implementing them. More widely, 

regulatory change as a whole adds to the risk 

of disruption for firms already implementing a 

multitude of change, which can undermine the 

resilience it is intended to create. 

What do regulators need to do? 

We set out a series of detailed 

recommendations for UK regulators within the 

joint report which can be grouped as follows: 

 continue to take a lead role in driving 

consistent global regulatory standards 

 provide greater clarity to firms on how to 

govern and manage operational resilience 

where existing initiatives already overlap 

 enhance supervisory capabilities by 

expanding skills and experience. 

What do firms need to do? 

While there is an onus on regulators and 

standard-setting bodies to bring some 

consistency to their approaches, there are 

nevertheless steps which firms should be 

taking now, such as: 

 support work within the UK to identify and 

assess systemic threats due to reliance on 

common infrastructure. 

 raise with regulators any instances of 

where international guidance is 

inconsistent. 

Barely a week goes by without an authority 

publishing material relating to the regulation of 

operational resilience. In many instances (e.g. 

with outsourcing) this is about refreshing 

guidelines within an existing local framework, 

and therefore the primary focus is likely to be 

the fit within that framework rather than the fit 

with other regulatory regimes. The principles 

expected to come out from the Basel 

Committee this summer therefore offer the best 

chance of bringing some unity to the global 

debate, so firms should look out for these.  

Overall, it’s clear that regulators are raising the 

bar on operational resilience. With authorities 

moving at different speeds, the international 

agenda can be challenging to navigate. 

However, it is vital that firms take action to 

improve their resilience, as well as doing what 

they can to support the development of 

consistent guidance. To do so is not just a 

regulatory imperative, but makes good 

commercial sense. 

 

https://eba.europa.eu/documents/10180/2551996/JC+2019+26+%28Joint+ESAs+Advice+on+ICT+legislative+improvements%29.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD625.pdf
https://www.fsb.org/2019/05/fsb-updates-g20-on-its-work-related-to-cyber-incident-response-and-recovery/
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Regulation 

Benchmarks 

EURIBOR’S administrator applies for BMR 
authorisation 

The European Money Markets Institute 

(EMMI), the administrator of EURIBOR, 

applied for authorisation under BMR on 6 May 

2019. If authorised, then EURIBOR is expected 

to continue being referenced in financial 

contracts or financial instruments in the EU 

beyond the end of 2021, when the transitional 

period under BMR ends. 

At the same time, EMMI started moving the 

panel banks from the current non-BMR 

compliant EURIBOR methodology to the new 

hybrid methodology which is expected to be 

BMR compliant. 

As the administrator of a critical benchmark, 

EMMI has the regulatory obligation to put in 

place a governance framework that sets out 

the details of providing EURIBOR under the 

hybrid methodology. 

ISDA consults further on IBOR fallbacks 

ISDA issued two further consultations on IBOR 

transition on 16 May 2019.  

The Consultation on Pre-Cessation Issues for 

LIBOR and Certain IBORs aims to get input on 

the preferred approach for addressing such 

issues in derivative contracts so that ISDA can 

work out the solutions it needs to put in place. 

This comes after the FCA suggested that 

market participants ‘may prefer to include a 

trigger for fallback based on an announcement 

of non-representativeness rather than triggers 

based on cessation alone’. 

The Supplemental Consultation on Spread and 

Term Adjustments for Fallbacks in Derivatives 

Referencing USD LIBOR, CDOR and HIBOR 

and Certain Aspects of Fallbacks for 

Derivatives Referencing SOR aims to get input 

on the approach to address the adjustments 

that will apply to the RFRs if the fallbacks for 

the covered IBORs are triggered. This is very 

similar to the July 2018 Consultation that 

covered other IBORs. 

The deadline for feedback to both 

consultations is 12 July 2019. 

EONIA to €STR legal action plan 

The working group on euro RFRs issued a 

Consultation on the EONIA to €STR legal 

action plan on 15 May 2019.  

The legal action plan addresses the proposed 

change to the methodology for computing 

EONIA as €STR plus a spread, and the 

cessation of EONIA in December 2021. It 

covers legacy and new contracts referencing 

EONIA in different asset classes. The working 

group recommends market participants no 

longer enter into new contracts referencing 

Hannah Swain
FS Regulatory Insights

swain.hannah@pwc.com

https://www.emmi-benchmarks.eu/assets/files/D0156A-2019%20-%20EMMI%20has%20applied%20for%20authorisation%20from%20the%20FSMA.pdf
https://www.isda.org/a/t6tME/Pre-cessation-issues-Consultation.pdf
https://www.isda.org/a/t6tME/Pre-cessation-issues-Consultation.pdf
https://www.fca.org.uk/news/speeches/libor-transition-and-contractual-fallbacks
https://www.isda.org/a/n6tME/Supplemental-Consultation-on-USD-LIBOR-CDOR-HIBOR-and-SOR.pdf
https://www.isda.org/a/n6tME/Supplemental-Consultation-on-USD-LIBOR-CDOR-HIBOR-and-SOR.pdf
https://www.isda.org/a/n6tME/Supplemental-Consultation-on-USD-LIBOR-CDOR-HIBOR-and-SOR.pdf
https://www.isda.org/a/n6tME/Supplemental-Consultation-on-USD-LIBOR-CDOR-HIBOR-and-SOR.pdf
https://www.isda.org/a/n6tME/Supplemental-Consultation-on-USD-LIBOR-CDOR-HIBOR-and-SOR.pdf
http://assets.isda.org/media/f253b540-193/42c13663-pdf/
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201905.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.consultation_details_201905.en.pdf
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EONIA, in particular new contracts maturing 

after end-2021, and to replace EONIA as the 

primary rate or include a fallback rate for 

EONIA in their legacy contracts. 

The consultation also emphasises the potential 

consequences of not amending the legacy 

contracts or market participants not being 

operationally ready to use €STR. 

The consultation ended on 12 June 2019. 

Progress on adopting reformed SONIA 

The BoE published a statement on behalf of 

the RFRWG updating on the Progress on 

adopting RFRs in sterling markets on 15 May 

2019. This is to celebrate one year since 

reformed SONIA was first published. 

According to the statement, since June 2018, 

sterling markets have started to move away 

from LIBOR and towards SONIA. In the 

derivative markets, the shares of SONIA swaps 

and LIBOR swaps are now broadly equivalent, 

while SONIA futures have also experienced 

steady growth. The next goal is to increase the 

adoption of SONIA in cash markets. 

The RFRWG anticipates that corporates will 

increasingly prefer contracts that reference 

compounded overnight SONIA. As for term 

SONIA rates, the RFRWG expects a limited 

use in cash markets and encourages firms to 

prepare for new business using overnight rates 

while term SONIA rates are being developed. 

Brexit 

ESMA revises approach to Share Trading 
Obligation  

ESMA published a statement related to the 

Share Trading Obligation (STO) under MiFIR 

on 29 May 2019. The EU regulator has revised 

its approach to reduce the potential impact of a 

no-deal Brexit on STO in response to concerns 

among market participants that the original 

proposal, published on 19 March 2019, would 

have meant that some of the UK’s largest 

stocks would need to trade on an EU venue.  

The original proposal was to apply the EU STO 

to shares traded in the UK deemed to have 

their main pool of liquidity in the EU, which 

would then need to be traded on an EU venue. 

ESMA assessed that this would capture 14 

shares with a GB ISIN. Stakeholders 

expressed concern that this approach would 

lead to market and liquidity fragmentation 

across the UK and the EU.  

ESMA has now confirmed that, after careful 

consideration, it would apply the EU STO only 

to shares issued by firms incorporated in the 

EU, therefore excluding the 14 shares with the 

GB ISIN included in its previous guidance.  

Consumer issues 

TC reports on access to financial services 

The TC published its report Consumers’ 

access to financial services on 13 May 2019. 

It makes a number of recommendations 

addressing: the importance of financial 

inclusion, a Duty of Care, customer 

vulnerability, bank branch closures, the 

Equality Act and access to lower-cost credit. 

Most notably, the TC signals its support for a 

legal Duty of Care should the FCA’s favoured 

option of enforcing or strengthening its existing 

rules and principles not suffice. 

The committee's other recommendations 

demonstrate a clear focus on the fair treatment 

of customers and accessibility for all: 

 It recommends including required levels of 

staff training and examples of how to 

identify vulnerabilities as part of the FCA’s 

guidance on customer vulnerability, due in 

Q3 2019.  

 The TC asks the FCA to create a list of 

standardised identification papers for the 

purpose of opening bank accounts to help 

resolve the issue of unbanked individuals. 

 With confusion over whether the EHRC or 

EASS are responsible for the enforcement 

of the Equality Act, the TC recommends 

concurrent powers to allow the FCA to 

enforce the Act within financial services, 

given it has relevant expertise and 

resource.  

 The TC feels that bank branch closures 

need to face more scrutiny by the Lending 

Standards Board and that anti-

competition/anti-trust rules need to be 

reviewed by Government to help banks co-

locate in branches or service hubs. 

 Evidence presented to the TC suggests the 

Post Office is providing basic banking 

services at a loss. Given the Post Office is 

publicly owned, the TC suggests a 

renegotiation of rates with banks. 

 The TC wants the FCA to mandate firms to 

publish a ‘loyalty penalty’ figure. The figure 

would indicate the cost increase incurred 

by long-standing customers compared 

with new. 

While the TC’s views are recommendations at 

this stage, it would be prudent for firms to 

monitor developments. 

FCA opens debate on intergenerational finance 

The FCA explored the changing financial 

needs of consumers from different age groups 

in DP19/2: Intergenerational Differences on 2 

May 2019. It wants to encourage regulators, 

Government, academics and firms to 

participate in the debate, to help it better 

protect consumers from potential harms and 

promote competition in their interest. This is a 

FCA priority - ‘demographic change’ being one 

of its eight cross-sector priorities in its 2019/20 

business plan. 

The FCA covers the financial lives and wealth 

accumulation/decumulation of Millenials, 

Generation X and Baby Boomers, and 

considers the implications for consumers and 

financial services markets. In retail lending, the 

FCA says young people may require greater 

flexibility in mortgage and credit products. It 

also notes that older generations may benefit 

from more innovative mortgage products 

that meet their need to maintain living 

standards in later life, as well as more flexible 

access to credit.  

In the pensions sector, the FCA observes that 

young people would benefit from services 

helping them to engage more with long-term 

pension savings. It adds that as life expectancy 

increases, consumers need to fund a longer 

https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/statement-on-the-progress-on-adoption-of-risk-free-rates-in-sterling-markets.pdf?la=en&hash=24893EB812640CC61E640BEB98D8E7415439210B
https://www.bankofengland.co.uk/-/media/boe/files/markets/benchmarks/statement-on-the-progress-on-adoption-of-risk-free-rates-in-sterling-markets.pdf?la=en&hash=24893EB812640CC61E640BEB98D8E7415439210B
https://www.esma.europa.eu/sites/default/files/library/esma70-154-1204_revised_public_statement_trading_obligation_shares.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-154-1204_revised_public_statement_trading_obligation_shares.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-154-1204_revised_public_statement_trading_obligation_shares.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmtreasy/1642/1642.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmtreasy/1642/1642.pdf
https://www.fca.org.uk/publication/discussion/dp19-02.pdf
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period in retirement - and the FCA believes 

industry innovation in this area is currently 

limited. Finally, the regulator says changes in 

the housing and labour market may mean 

consumers are increasingly overlooking their 

protection needs, and industry may be able to 

nudge customers to consider these.  

The discussion paper closes for comment on 

1 August 2019. 

Governance 

FCA finalises approach to SRD II 
implementation 

The FCA published PS19/13: Proposals to 

improve shareholder engagement on 31 May 

2019, setting out final measures to implement 

the revised EU Shareholder Rights Directive 

(SRD II), which are broadly in line with those 

proposed in CP19/7. 

Asset managers and life insurers will need to 

publish their engagement policies on a ‘comply 

or explain’ basis. These firms will also be 

required to publish, at least annually, how their 

investment strategies and decisions contribute 

to the medium to long-term performance of 

their assets. Life insurers must disclose the 

arrangements with asset managers when 

investing on their behalf. To reflect the 

international nature of asset management, the 

FCA extends the scope of these requirements 

beyond that envisaged by SRD II, so that they 

apply to investments in shares on both EEA 

markets and comparable non-EEA markets. 

The FCA also confirms changes to the Listing 

Rules, requiring issuers to disclose and make 

arrangements for the approval of related party 

transactions. 

The changes came into force on 10 June 2019. 

Recognising the short implementation period, 

asset managers and life insurers can initially 

comply with the rules on engagement policies 

by explaining any changes they intend to 

make. Disclosure around investment strategies 

must be made for the “first full period after the 

rules come into effect”. 

Market infrastructure 

ESMA issues EMIR 2.2 proposals 

ESMA issued three consultations on EMIR 2.2 

on 28 May 2019. The first consultation, 

containing technical advice on tiering criteria, 

l0oks to determine whether a third-country 

CCP should be considered a Tier 2 CCP. 

ESMA expects the final criteria to be submitted 

to the EC in Q4 2019. The second consultation 

contains technical advice on comparable 

compliance, and looks to define the extent to 

which a Tier 2 CCP’s compliance with certain 

EMIR requirements is satisfied by the CCP's 

compliance with the comparable requirements 

applicable in the third country. ESMA expects 

the final report to be published and submitted 

to the EC in Q3 2019. Finally, the third 

consultation contains ESMA fees for third-

country CCPs in relation to the competencies 

defined in EMIR 2.2. All consultations close on 

29 July 2019. 

EMIR Refit to apply from mid-June 2019 

EMIR Refit was published in the Official 

Journal on 28 May 2019. It will apply from 17 

June 2019, except for: 

 the obligation for CCPs to inform firms 

about the CCP’s initial margin models - 

applicable from 18 December 2019 

 the obligation for financial counterparties to 

report transactions with non-financial 

counterparties on behalf of both parties - 

applicable from 18 June 2020 

 the obligation for firms that provide clearing 

to comply with fair, reasonable, and non-

discriminatory (FRAND) terms - applicable 

from 18 June 2021.  

The revised rules aim to simplify certain 

requirements, reduce costs for smaller 

counterparties to OTC derivatives trades, and 

improve access to clearing. 

On the same day, ESMA updated its EMIR 

Q&As. The updates clarify aspects of the 

implementation of EMIR Refit related to: the 

clearing obligation, the procedure for notifying 

when a counterparty exceeds or ceases to 

exceed the clearing thresholds, the reporting of 

derivatives novations, and the starting clearing 

date for Category 3 and 4 counterparties. 

Supervision 

PRA Chief considers post-Brexit regulation 

PRA Chief Executive Sam Woods gave a 

speech on the BoE’s preferred approach to the 

‘style’ of UK regulation post-Brexit, on 16 May 

2019. He said the Bank had begun by 

considering the six principles that should 

underpin a post-Brexit UK regulatory regime: 

robust prudential standards; responsible 

openness based on international collaboration 

and standards; proportionality and sensitivity to 

business models, and promoting competition; 

dynamism and responsiveness; consistency; 

and accountability. 

Woods discussed the four main legislative 

styles adopted by Parliament in the last few 

decades – those for delivering FSMA, SM&CR, 

ring-fencing and the EU model. Of these, he 

said the one that best fits these six principles is 

the approach used for the SM&CR (core 

aspects of the regime were set out in 

legislation, but regulators were given 

considerable discretion to fill-in the detail of the 

framework). Woods noted that the 

Government’s approach to post-Brexit financial 

services legislation and regulation will need to 

take into account EU market access. 

Technology 

Cryptoasset legal certainty questioned 

The Law Society published Cryptoassets, DLT 

and smart contracts: consultation paper, on 

behalf of the UK Jurisdiction Taskforce (UKJT), 

on 10 May 2019. UKJT has been asked to 

provide an authoritative legal statement on the 

status of cryptoassets and smart contracts 

under English law. The consultation paper asks 

for input from stakeholders on areas of current 

legal uncertainty in order to help them produce 

this statement. 

UKJT gives a number of possible uncertainties, 

such as whether cryptoassets can be 

recognised as ‘property’ under English law, or 

whether DLT amounts to a ‘register’ for 

security transfer purposes. It also believes that 

smart contracts require clarifying as it may be 

unclear at present what rights to enforceability 

https://www.fca.org.uk/publication/policy/ps19-13.pdf
https://www.fca.org.uk/publication/policy/ps19-13.pdf
https://www.fca.org.uk/publication/consultation/cp19-07.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-2138_cp_ta_on_tiering_criteria.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-2179_cp_ta_on_comparable_compliance.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-2179_cp_ta_on_comparable_compliance.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-1663_cp_on_emir_2_2_ccp_fees.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-1663_cp_on_emir_2_2_ccp_fees.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019R0834&from=EN
https://www.esma.europa.eu/sites/default/files/library/esma70-1861941480-52_qa_on_emir_implementation.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-1861941480-52_qa_on_emir_implementation.pdf
https://www.bankofengland.co.uk/-/media/boe/files/speech/2019/stylish-regulation-speech-by-sam-woods.pdf?la=en&hash=C63CBBE35E4CFEB15133D1B0D836A347757FD19D
https://www.lawsociety.org.uk/news/documents/ukjt-consultation-cryptoassets-smart-contracts-may-2019/
https://www.lawsociety.org.uk/news/documents/ukjt-consultation-cryptoassets-smart-contracts-may-2019/
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exist in the event of smart contract technology 

failing. On all of these subjects, UKJT invites 

comments and observations.  

UKJT’s output will either confirm English law 

already provides a stable foundation for 

cryptoassets and smart contracts, or that extra 

clarity is required before both can fully thrive. 

The consultation closes on 21 June 2019. 

IOSCO consults on cryptoasset risks 

IOSCO published CR02/2019, which opens a 

public consultation on the risks, issues and 

regulatory considerations relating to 

cryptoasset trading platforms (CTPs), on 

28 May 2019. IOSCO’s report aims to support 

international regulators with their assessment 

of CTPs. It does this by including a number of 

key considerations and evaluation toolkits 

drawn from a survey of current regulatory 

approaches to CTPs used by Member State 

regulators. The key risks and issues explored 

include: 

 access to CTPs 

 operations of CTPs 

 safe custody of assets 

 conflicts of interest 

 market integrity and price discovery  

 technology.  

For each risk, IOSCO shares examples, links 

relevant IOSCO Principles and guidance and 

gives a toolkit for assessing the prevalence of 

each risk. Conflicts of interest, for example, 

could arise where firms or staff members 

undertake proprietary trading, advice is given 

or preferential treatment is granted to some 

platform users. IOSCO Principle 31 may apply 

to conflict management, and the toolkit 

suggests, among other things, a review of the 

disclosures required by the firm and staff 

regarding trading activity.  

Firms operating a CTP are encouraged to 

review the consultation, especially the toolkits, 

to help ensure policies and procedures are 

effectively identifying and mitigating risks to 

consumers and markets.  

IOSCO welcomes views from both the public 

and firms during the consultation period, which 

closes on 29 July 2019.  

Transaction reporting 

Preparing for SFT transaction reporting 

ESMA published a consultation paper, 

Guidelines for reporting under Articles 4 and 12 

SFTR on 23 May 2019. SFTR requires that 

counterparties to an SFT report new, modified 

or terminated SFTs to a TR, including the 

composition of collateral. It intends that these 

guidelines complement existing related 

reporting RTS and ITS to facilitate consistent 

implementation. The guidelines cover a range 

of aspects of reporting including: 

 the types of SFTs that are reportable, 

including the number of transactions for 

batch allocations between multiple 

borrowers and lenders 

 the population of reporting fields for: 

different types of SFT, margin data as well 

as reuse, reinvestment and funding 

sources data 

 the approach used to link SFT collateral 

with SFT loans 

 communication with TRs over rejection of 

reported data and reconciliation breaks 

 TR provision of data access to regulatory 

authorities. 

Reporting by banks and investment firms starts 

in April 2020, with other entities phased-in over 

a period running until January 2021. ESMA 

expects to publish a final report on these 

guidelines in Q4 2019. The consultation closes 

on 29 July 2019. 

Accounting 

Accounting 

IFRS – IASB proposes annual improvements 

The IASB published ED 2019/2 - Annual 

Improvements to IFRS Standards 2018 – 2020 

on 21 May 2019. It proposes the following 

amendments: 

 IFRS 1: First-time Adoption of IFRS re the 

measurement of cumulative translation 

differences  

 IFRS 9: Financial instruments re the fees a 

company includes in assessing the terms 

of a new or modified financial liability 

 the illustrative examples accompanying 

IFRS 16: Leases  

 IAS 41: Agriculture re fair value.  

The comment deadline is 20 August 2019. 

Multi-employer defined benefit plans – FRC 
updates FRS 102 

The FRC issued Amendments to FRS 102 – 

Multi-employer defined benefit plans on 24 

May 2019. It clarifies its requirements for the 

transition from defined contribution accounting 

to defined benefit accounting for a multi-

employer defined benefit plan. The 

amendments are effective for accounting 

periods beginning on or after 1 January 2020, 

with early application permitted. 

Also this month 

BoE 

Nick Strange, Supervisory Risk Specialist at 

the BoE, gave a speech on operational 

resilience at the Operational Risk Europe 

Conference on 14 May 2019. He referenced 

that any future regulation in this area will build 

on the existing rulebook where many related 

topics are already covered. Strange also 

stressed the importance of collective industry 

action to tackle cyber and operational 

resilience, stating that ‘a possible outcome of 

the cyber stress testing […] may be that on 

their own, firms cannot meet the FPC’s 

proposed tolerance for payments 

systems outage’. 

Council 

 The Council published its final text on 

EMIR Refit on 2 May 2019 and approved it 

on 14 May. The final regulation is expected 

to be published in the Official Journal in 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD627.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-1985_consultation_paper_guidelines_on_reporting_under_sftr.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-151-1985_consultation_paper_guidelines_on_reporting_under_sftr.pdf
https://www.ifrs.org/-/media/project/annual-improvements-2018-2020/ed-annual-improvements-2018-2020.pdf?la=en
https://www.ifrs.org/-/media/project/annual-improvements-2018-2020/ed-annual-improvements-2018-2020.pdf?la=en
http://frc.org.uk/document-library/accounting-and-reporting-policy/2019/amendments-to-frs-102-(2019)
http://frc.org.uk/document-library/accounting-and-reporting-policy/2019/amendments-to-frs-102-(2019)
https://www.bankofengland.co.uk/-/media/boe/files/speech/2019/operational-resilience-a-progress-report-speech-by-nick-strange.pdf?la=en&hash=638F9E259C69AF0C5D44A8AC4AAE784E68BBA9D7
https://data.consilium.europa.eu/doc/document/PE-73-2019-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/PE-73-2019-INIT/en/pdf
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June 2019 and will become applicable 20 

days after publication. 

 The Council announced on 2 May 2019 

that a number of legislative proposals, 

including those related to the investment 

firm review and the covered bond 

regime, are expected to undergo a 

‘Corrigendum Procedure’. This means their 

appearance in the Official Journal is likely 

to be delayed beyond the normal period 

following their finalisation, until the next 

Parliament. This is an administrative 

measure arising from the large volume of 

legislation finalised at the end of this 

European Parliamentary term. 

EC 

 The EC published updated rules for 

mitigating money laundering and terrorist 

financing risks in certain third countries, on 

14 May 2019. The new rules provide a 

number of obligations that must be adhered 

to in third countries where local legislation 

does not allow the implementation of 

group-wide policies. The new rules will 

apply to Member States from 3 September 

2019. 

 The EC published a letter to the ESAs on 

28 May 2019, responding to a July 2018 

request to clarify the treatment of bonds 

under the PRIIPs regulation. The EC 

confirms that the assessment of whether a 

bond made available to retail investors 

constitutes a PRIIP should be carried out 

on a case-by-case basis, taking into 

account the features of the bond. It states 

that a bond is a PRIIP where potential or 

compulsory payment of interest, principal 

or both may vary due to its exposure to 

reference values or to the performance of 

assets not directly purchased by the retail 

investor. 

ECB 

 Benoît Cœuré, ECB Board member and 

CPMI Chair, gave a speech on the 

importance of international coordination to 

tackle cyber resilience, particularly within 

FMIs, at the G7 conference on 

cybersecurity on 10 May 2019. While he 

noted there is evidence this coordination 

has worked well in recent years, Cœuré 

argued the changing threat landscape 

means it remains as important as ever. He 

stressed the focus should be on leveraging 

existing tools and best practice, and 

strengthening multilateral cooperation to 

promote innovative ideas, practical 

solutions and experience-sharing.  

 At the G7 conference on cybersecurity on 

10 May 2019, ECB Board Member Sabine 

Lautenschläger used her speech to outline 

key trends in the financial sector, which 

make it vulnerable to cyber threats. She 

singled out FMIs as a group often lacking 

board-approved cyber resilience strategies, 

including robust plans for improving staff 

awareness and skills and responding to 

incidents. She further emphasised the 

importance of coordinated cyber testing to 

ensure the whole system is robust, given 

contagion risks. 

 The ECB published an Occasional Paper 

on 17 May 2019, sharing its view on 

cryptoassets and the implications for 

financial stability and monetary policy in the 

EU. The ECB does not currently believe 

cryptoassets pose a threat to financial 

stability in the euro area, but urges 

continued monitoring. The ECB also shares 

its view on a euro-area Central Bank Digital 

Currency, stating that one is not necessary 

for the moment. 

 Frank Elderson, ECB Supervisory Board 

member, talked about the risks that climate 

change poses to financial institutions and 

how supervisors can help strengthen 

resilience, in an interview on 15 May 2019. 

He stressed that climate change should be 

seen as a driver of traditional risk 

categories like credit and market risk, and 

should be encompassed in current 

regulatory frameworks. Elderson also 

cautioned that the absence of regulation 

isn’t an excuse not to take action.  

 The ECB calculated the one-off spread 

between €STR and EONIA at 8.5 basis 

points on 31 May 2019. The European 

Money Markets Institute will use this 

spread in the new EONIA methodology as 

of 2 October 2019. 

 The ECB launched on 28 May 2019 a 

market consultation on a potential 

Eurosystem initiative about a European 

mechanism for the issuance and initial 

distribution of debt securities in the EU. 

This initiative was triggered by the current 

lack of a pan-European, neutral and 

harmonised channel for issuing and 

distributing debt securities that cover the 

EU as a single domestic market.  

ESA 

The ESAs launched a consultation on the ITS 

regarding the reporting of intra-group 

transactions and risk concentration for financial 

conglomerates on 22 May 2019. The draft ITS 

harmonise and streamline reporting by 

introducing a single set of templates, a single 

embedded dictionary and a single set of 

instructions. The consultation closes on 15 

August 2019. 

ESMA 

 ESMA updated the list of third-country 

CCPs recognised under EMIR to offer 

services and activities in the EU on 

6 May 2019. The update is due to the 

recognition of India International Clearing 

Corporation Ltd. 

 ESMA updated its public register with the 

latest double volume cap (DVC) data under 

MiFID II on 8 May 2019. This included DVC 

data for the period of 1 April 2018 to 

31 March 2019, together with updates to 

historic data which had already been 

published. The data suggests there have 

been 42 breaches in equities at the 8% 

cap, applicable to all trading venues, and 

11 breaches in equities at the 4% cap that 

applies to individual trading venues. 

 ESMA published new data in relation to the 

SI regime under MiFID II on 10 May 2019. 

This follows the delay to publishing this 

new data, announced by ESMA on 1 May 

http://data.consilium.europa.eu/doc/document/ST-8507-2019-INIT/en/pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2019.125.01.0004.01.ENG&toc=OJ:L:2019:125:TOC
https://eiopa.europa.eu/Publications/Letter%20to%20ESAs.pdf
https://www.ecb.europa.eu/press/key/date/2019/html/ecb.sp190510_2~2e988cb439.en.html
https://www.ecb.europa.eu/press/key/date/2019/html/ecb.sp190510_1~5803aca48c.en.html
https://www.ecb.europa.eu/pub/pdf/scpops/ecb.op223~3ce14e986c.en.pdf?f2e9a2596a8f9c38c95f4735c05a0d47
https://www.bankingsupervision.europa.eu/press/interviews/date/2019/html/ssm.in190515~d1ab906d59.en.html
https://www.ecb.europa.eu/press/pr/date/2019/html/ecb.pr190531~a3788de8f8.en.html
https://www.ecb.europa.eu/paym/pdf/consultations/market_consultation_on_european_distribution_of_debt_securities.en.pdf
https://eba.europa.eu/-/esas-launch-consultation-on-technical-standards-on-the-reporting-of-intra-group-transactions-and-risk-concentration-for-financial-conglomerates
https://www.esma.europa.eu/sites/default/files/library/third-country_ccps_recognised_under_emir.pdf
https://www.esma.europa.eu/sites/default/files/library/third-country_ccps_recognised_under_emir.pdf
https://www.esma.europa.eu/double-volume-cap-mechanism
https://www.esma.europa.eu/data-systematic-internaliser-calculations
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2019. The data shows the total number of 

trades and total volume over the period 

October 2018-March 2019 for 24,909 

equity and equity-like instruments, and 

315,615 bonds. 

 ESMA published its final technical advice to 

the EC on sustainable finance on 3 May 

2019. This relates to how the EC should 

amend MiFID II, AIFMD and the UCITS 

directive to integrate ESG considerations, 

and follows a public consultation launched 

in December 2018. The package that 

ESMA originally consulted on also included 

draft technical advice on the integration of 

ESG considerations into the CRA 

regulation, though final advice is expected 

in July 2019. 

 ESMA published a statement on 1 May 

2019 in relation to the SI regime under 

MiFID II. The statement announces that 

ESMA is delaying the publication of the SI 

regime data for equity, equity-like and bond 

instruments due to technical issues. It will 

also be delaying the data for the SI 

calculations for derivatives and other 

instruments until 2020 at the latest. 

 ESMA published its latest quarterly liquidity 

assessment for bonds traded on EU trading 

venues on 1 May 2019. This covers 987 

liquid bonds subject to the pre- and post-

trade transparency requirements under 

MiFID II. The assessment considers 

quantitative liquidity criteria, including the 

daily average trading activity and the 

percentage of days traded per quarter. 

 ESMA launched a call for evidence on 

position limits and management in 

commodity derivatives under MiFID II on 24 

May 2019. This comes in the context of 

MiFID II policy reviews that ESMA and the 

EC are required to undertake, and seeks 

stakeholder feedback on areas including 

the impact of position limits on liquidity, 

market abuse and market functioning, as 

well as on their wider experience of the 

regime. The call for evidence closes on 5 

July 2019. 

 Verena Ross, Executive Director of ESMA, 

gave a speech on Transitions and 

challenges for European securities markets 

and their regulators on 16 May 2019. Ross 

highlighted sustainable finance as a key 

area of focus for regulators, noting the EC’s 

Sustainable Finance Action Plan and 

ESMA’s associated technical advice on 

integrating sustainability considerations into 

MiFID II, AIFMD and the UCITS directive. 

She also stressed the ongoing work related 

to benchmarks, including the transition 

away from IBOR. 

 ESMA announced the establishment of a 

Coordination Network on Sustainability 

(CNS) on 23 May 2019. CNS will aim to 

facilitate coordination between NCAs on 

sustainable finance, taking responsibility for 

ESMA’s policy work to develop the 

integration of sustainability considerations 

into financial regulation. The group will 

support the EC’s Sustainable Finance 

Action Plan, which was launched in 

May 2018. 

 ESMA published consolidated guidelines 

on the application of the endorsement 

regime under the CRA1 on 21 May 2019. 

The guidelines cover matters relating to 

credit ratings issued in third countries and 

endorsed pursuant to the CRA1. They 

apply to credit ratings issued on or after 1 

January 2019 and to existing credit ratings 

reviewed after that date. 

 ESMA updated its quarterly risk dashboard 

on 15 May 2019. The dashboard shows no 

change in the risk landscape since the last 

update. The dashboard highlights the 

subdued growth prospects for the EU and 

the global economy, global trade tensions, 

uncertainty surrounding the outcome of 

Brexit and the fading expectations of 

monetary policy normalisation as the key 

drivers of risk in the coming months. 

 ESMA published Questions and Answers 

on Securitisation Regulation (Regulation 

(EU) 2017/2402) on 27 May 2019. This 

updates the first version published in 

January 2019 and provides clarification on 

aspects of disclosure and notification 

requirements. 

 ESMA published a consultation paper, 

Amendment to EC Implementing 

Regulation (EU) 2016/1646 on 24 May 

2019. It proposes necessary updates to the 

list of main indices and recognised 

exchanges under CRR since its original 

publication. It also intends a new 

methodology for identifying main indices. 

The consultation closes on 5 July 2019. 

 ESMA published five positive opinions on 

product intervention measures taken by 

NCAs in Finland, Lithuania and Spain on 

28 May 2019. These relate to proposed 

product intervention measures for CFDs 

and binary options, as permitted under 

Article 42 of MiFIR. 

 ESMA updated its BMR Q&As on 23 May 

2019. The new Q&As clarify the information 

included in the ESMA register of 

benchmark administrators, the 

determination of the Member State of 

reference, and the role of IOSCO principles 

and of external audit in the recognition of 

third country administrators. 

 ESMA published updates to its Q&As on 

key investor protection topics under MiFID 

II on 29 May 2019. These provide 

additional clarity on certain best execution 

requirements, including those in reporting 

for venues and firms under RTS 27 and 28. 

The EU regulator also provides guidance in 

relation to information to be disclosed 

under the costs and charges requirements, 

including on ex-ante information in the case 

of sell orders and telephone trading.   

 ESMA updated its CSDR Q&As on 23 May 

2019. The new Q&As clarify aspects 

regarding the internalised settlement 

reporting requirements related to matching, 

working days, and late instructions.  

European Money Markets Institute 

The European Money Markets Institute (EMMI) 

published a summary of the stakeholder 

feedback on the recalibration of EONIA 

https://www.esma.europa.eu/press-news/esma-news/esma-submits-technical-advice-sustainable-finance-european-commission
https://www.esma.europa.eu/press-news/esma-news/mifid-ii-esma-delays-publication-systematic-internaliser-regime-data-equity
https://www.esma.europa.eu/press-news/esma-news/mifid-ii-esma-makes-new-bond-liquidity-data-available-3
https://www.esma.europa.eu/press-news/esma-news/mifid-ii-esma-makes-new-bond-liquidity-data-available-3
https://www.esma.europa.eu/sites/default/files/library/esma70-156-1101_call_for_evidence_position_limits.pdf
https://www.esma.europa.eu/sites/default/files/library/esma34-45-712_verena_ross_-_icma_2019_conference_speech.pdf
https://www.esma.europa.eu/sites/default/files/library/esma34-45-712_verena_ross_-_icma_2019_conference_speech.pdf
https://www.esma.europa.eu/sites/default/files/library/esma34-45-712_verena_ross_-_icma_2019_conference_speech.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-appoints-chair-its-new-coordination-network-sustainability
https://www.esma.europa.eu/sites/default/files/library/esma33-9-282_guidelines_on_the_endorsement_regime_for_cras.pdf
https://www.esma.europa.eu/sites/default/files/library/esma50-165-822_risk_dashboard_no.2_2019.pdf
https://www.esma.europa.eu/sites/default/files/library/esma33-128-563_questions_and_answers_on_securitisation.pdf
https://www.esma.europa.eu/sites/default/files/library/esma33-128-563_questions_and_answers_on_securitisation.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R2402&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R2402&from=EN
https://www.esma.europa.eu/sites/default/files/library/esma70-156-864_cp_amending_its_on_main_indices_and_recognised_exchanges_under_crr.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-864_cp_amending_its_on_main_indices_and_recognised_exchanges_under_crr.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-issues-five-positive-opinions-national-product-intervention-measures
https://www.esma.europa.eu/sites/default/files/library/esma70-145-114_qas_on_bmr.pdf
https://www.esma.europa.eu/sites/default/files/library/esma35-43-349_mifid_ii_qas_on_investor_protection_topics.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-708036281-2_csdr_qas.pdf
https://www.emmi-benchmarks.eu/assets/files/D0142-2019%20Feedback%20EONIA%20consultation%20RFR%20WG_final.pdf
https://www.emmi-benchmarks.eu/assets/files/D0142-2019%20Feedback%20EONIA%20consultation%20RFR%20WG_final.pdf
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methodology on 31 May 2019. Based on that 

feedback, EMMI decided to adopt the new 

methodology (EONIA = €STR + 0.085%) 

recommended by the euro working group, 

which will take effect from 2 October 2019 until 

3 January 2022 when EONIA will be 

discontinued. 2 October 2019 is also the date 

when the new RFR - €STR - will start being 

published. 

FCA 

 The FCA launched a Call for input on 

1 May 2019, asking for feedback on its 

proposed approach to reviewing the RDR 

and FAMR. The regulator is set to review 

how these initiatives have impacted the 

financial advice market and whether 

they’ve achieved their objectives. The call 

for input closed to responses on 3 June 

2019; the FCA plans to carry out further 

research and market engagement later this 

year, and publish its review findings in 

autumn 2020. 

 The FCA published a response to the 

Complaints Commissioner's report on 

complaint FCA00503, on 7 May 2019. 

While the FCA acknowledges the Financial 

Services Register needs to be better 

maintained (and a project is currently 

underway to address this), it does not 

believe the register contributed to a 

consumer’s decision to invest savings with 

a fraudulent passported company in 2018. 

The Commissioner also recommended 

better information on passported firms 

which the FCA will implement. 

 The FCA published Inside FCA Podcast: 

Andrew Bailey on the Business Plan and 

future of regulation on 14 May 2019. 

Andrew Bailey, the FCA’s CEO, highlighted 

a number of his key priorities, including the 

continued focus on consumer protection 

through the possible duty of care, 

operational resilience, and culture and 

governance. Bailey also noted that the last 

decade has been spent dealing with the 

financial crisis, but that a dominant issue 

going forward will be establishing the 

appropriate approach to regulation  

post-Brexit. 

 The FCA published revisions to its 

Prospectus Rules checklists for issuers of 

securities on 14 May 2019. Issuers should 

use these checklists to show the FCA how 

they have complied with the applicable 

disclosure requirements when submitting 

documents for FCA approval under the 

Prospectus Rules. 

 The FCA published PS19/12: Changes to 

the align the FCA Handbook with the EU 

Prospectus Regulation on 31 May 2019. 

This finalises changes to bring the 

Prospectus Rules sourcebook in line with 

the EU Prospectus Regulation, which 

updates the EU prospectus regime to 

ensure investors receive all information 

they need to make an informed investment 

decision. While some provisions in the 

Regulation are already applicable after 

coming into force in July 2017, most will 

take effect from 21 July 2019. 

 The FCA extended the notification window 

for the temporary permissions regime on 

24 May 2019. The FCA confirms that the 

FCA solo-regulated inbound EEA firms 

including UCITS and AIFMs should 

submit their TPR notifications by the end of 

30 October 2019. 

 The FCA published Call for Input: Cross-

sector sandbox, on 29 May 2019. The FCA 

asks for views on the establishment of a 

single-entry sandbox that would allow firms 

to test innovative ideas with multiple UK 

regulators. The aim of the sandbox would 

be to ensure a consistent approach to 

emerging technology. 

FOS 

The FOS published its Annual review 2018/19 

on 15 May 2019, which includes details of the 

number of complaints it received (and upheld) 

for each sector over the year. Alongside this, 

the FOS issued Data in more depth 2018/19 

which gives more detail about the year’s 

complaints, including breakdowns by 

product type. 

FSB 

 The FSB published summary terms of 

reference (ToR) for its planned Evaluation 

of too-big-to fail reforms on 23 May 2019. 

The FSB intends to launch a public 

consultation in June 2020 and to publish a 

final report in late 2020. It requests 

feedback on the ToR by 21 June 2019. 

 The FSB published a progress report on 28 

May relating to its work on cyber resilience, 

taking into account the cross-border and 

cross-sectoral nature of financial 

institutions. The flagship deliverable will be 

a toolkit of effective practices relating to a 

firm’s response to, and recovery from, a 

cyber incident, which will also help 

supervisors and authorities in providing 

support. The FSB plans to launch an online 

survey in July 2019 to gather input from 

firms, a public consultation on the report in 

early 2020, and final publication of the 

toolkit in late 2020. 

 The FSB published a cryptoasset progress 

report, on 31 May 2019, outlining its work 

to date on the topic, different regulatory 

approaches and potential gaps. The FSB 

will present the paper to G20 Finance 

Ministers on 8-9 June with the 

recommendation that gaps in regulation 

and international standards are kept 

under review. 

Global Digital Finance 

Global Digital Finance (GDF) published a 

number of documents to be discussed at its 

May summit on 10 May 2019. Two documents 

relate to stablecoins - A stablecoin taxonomy 

and principles for stablecoin issuers. The final 

document is an update to GDF’s code of 

conduct for security token offerings and 

secondary market platforms. 

HMT 

 HMT and the Department for International 

Trade published UK FinTech: state of the 

nation on 15 May 2019. The document 

shares a number of expert views on the 

UK’s approach to FinTech firms and future 

https://www.fca.org.uk/publication/call-for-input/call-for-input-evaluation-rdr-famr.pdf
https://www.fca.org.uk/publication/corporate/response-complaints-commissioner-report-fca00503.pdf
http://frccommissioner.org.uk/wp-content/uploads/FCA00503-FR-for-publication-08-04-19.pdf
http://frccommissioner.org.uk/wp-content/uploads/FCA00503-FR-for-publication-08-04-19.pdf
https://www.fca.org.uk/media/podcast/inside-fca-podcast-andrew-bailey-business-plan-and-future-regulation
https://www.fca.org.uk/media/podcast/inside-fca-podcast-andrew-bailey-business-plan-and-future-regulation
https://www.fca.org.uk/media/podcast/inside-fca-podcast-andrew-bailey-business-plan-and-future-regulation
https://www.fca.org.uk/markets/ukla/forms/new-prospectus-rules-cross-reference-lists
https://www.fca.org.uk/publication/policy/ps19-12.pdf
https://www.fca.org.uk/publication/policy/ps19-12.pdf
https://www.fca.org.uk/publication/policy/ps19-12.pdf
https://www.fca.org.uk/brexit/temporary-permissions-regime
https://www.fca.org.uk/publications/calls-input/call-input-cross-sector-sandbox
https://www.fca.org.uk/publications/calls-input/call-input-cross-sector-sandbox
https://annualreview.financial-ombudsman.org.uk/
https://files.financial-ombudsman.org.uk/public/Uploads/AttachmentItems/2714b2b09b/annual-review-2018-2019-data.pdf
https://www.fsb.org/wp-content/uploads/R230519.pdf
https://www.fsb.org/wp-content/uploads/R230519.pdf
https://www.fsb.org/2019/05/cyber-incident-response-and-recovery-progress-report-to-the-g20-finance-ministers-and-central-bank-governors/
https://www.fsb.org/wp-content/uploads/P310519.pdf
https://www.fsb.org/wp-content/uploads/P310519.pdf
https://www.gdf.io/wp-content/uploads/2019/05/GDF-Stablecoin-Key-Considerations_9-MAY-SUMMIT-DISCUSSION.pdf
https://www.gdf.io/wp-content/uploads/2019/05/Principles-for-Stablecoins_9-MAY-SUMMIT-DISCUSSION.pdf
https://www.gdf.io/wp-content/uploads/2019/05/Principles-for-Security-Token-Offerings-and-Secondary-Market-Trading-Platforms_9-MAY-SUMMIT-DISCUSSION-.pdf
https://www.gdf.io/wp-content/uploads/2019/05/Principles-for-Security-Token-Offerings-and-Secondary-Market-Trading-Platforms_9-MAY-SUMMIT-DISCUSSION-.pdf
https://www.gov.uk/government/publications/uk-fintech-state-of-the-nation
https://www.gov.uk/government/publications/uk-fintech-state-of-the-nation
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trends. It also explains why the UK is an 

attractive place to start a technology-

focused business or to invest in one. 

 HMT published The Proxy Advisors 

(Shareholders’ Rights) Regulations 2019 

on 14 May 2019. This Statutory Instrument 

implements Article 3j of the Shareholder 

Rights Directive II, which requires proxy 

advisers to make certain disclosures about 

how they conduct their business, including 

the code of conduct they apply, their 

research capabilities, how they produce 

advice and voting recommendations, and 

conflicts of interest that may influence the 

preparation of their research. SRD II takes 

effect from June 2019. 

IMF 

The IMF published a speech given by Tobias 

Adrian, Director at the IMF, on 14 May 2019. 

Adrian expressed his view on the disruptive 

power of emoney, including the benefits and 

risks of widespread use. He concluded that the 

IMF has analytical, policy and stakeholder 

management roles to play to help ensure 

payment systems remain protected. 

ISDA 

ISDA and other industry associations sent a 

letter to the ESAs about the initial margin 

models for uncleared derivatives on 17 May 

2019. The associations call for an appropriate 

calibration of the EMIR rules to: remove back-

testing and internal governance process 

requirements for use of globally approved IM 

models for smaller end users; and restrict initial 

margin model approval under EMIR.  

PRA 

PRA Chief Executive Sam Woods gave a 

speech on the regulator’s horizon scanning 

work to identify evolving and emerging risks, 

on 24 May 2019. He identified trends in the 

mortgage market, such as an increase in 

lenders’ appetites for high loan-to-value and 

loan-to-income lending, that the PRA is 

watching closely. 

TPR 

TPR set out its plans and priorities for the next 

three years in its Corporate Plan 2019-2022 on 

16 May 2019. Among its planned work is a joint 

review with the FCA of the consumer pensions 

journey, looking at how disclosures and 

information from pension schemes and 

providers combine with guidance and advice 

services to help consumers make well-

informed decisions. 

http://www.legislation.gov.uk/uksi/2019/926/pdfs/uksi_20190926_en.pdf
http://www.legislation.gov.uk/uksi/2019/926/pdfs/uksi_20190926_en.pdf
http://www.legislation.gov.uk/uksi/2019/926/pdfs/uksi_20190926_en.pdf
https://www.imf.org/en/News/Articles/2019/05/13/sp051419-stablecoins-central-bank-digital-currencies-and-cross-border-payments
https://www.isda.org/a/Y3tME/2019.05.17_EU-Letter_IM-Models_FINAL.pdf
https://www.isda.org/a/Y3tME/2019.05.17_EU-Letter_IM-Models_FINAL.pdf
https://www.bankofengland.co.uk/-/media/boe/files/speech/2019/scanning-the-horizon-speech-by-sam-woods.pdf?la=en&hash=EE7EEA4F31B3FC6B2DDBED2B10E3E8AA776D7C1B
https://www.thepensionsregulator.gov.uk/en/document-library/corporate-information/corporate-plans/corporate-plan-2019-2022#28341de158734ce1baf99df1f98fdf9b
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Banking and capital markets

In this section: 

Regulation 14 

Capital and liquidity 14 

Conduct 14 

Retail products 15 

Also this month 15 

A brief roundup of other regulatory 
developments 

 

Regulation 

Capital and liquidity 

Preparing CRR II counterparty credit risk RTS 

The EBA published a consultation paper, Draft 

RTS on mapping derivative transactions to risk 

categories, on supervisory delta formula for 

interest rate options and on determination of 

long or short positions in the standardised 

approach for counterparty credit risk under 

article 277(5) and article 279a(3) of CRR II on 

2 May 2019. For the potential future exposure 

component of calculation, the RTS specifies 

three approaches for the mapping of derivative 

transactions to risk categories: 

 A qualitative approach identifying derivative 

transactions that have only one material 

risk driver and so are straightforwardly 

mapped to the corresponding risk 

category. It is based on a ‘simple’ criterion 

and is suitable for mapping ‘simple’ 

derivative transactions. 

 A qualitative and quantitative approach 

which is suitable for more complex 

derivatives. It involves the mapping of 

transactions to one or more risk categories 

reflecting their material risk drivers. 

 A fallback approach that is intentionally 

‘simple and conservative’ where the use of 

the second approach does not identify the 

material risk drivers. It involves allocation to 

all risk categories corresponding to all risk 

drivers of the transactions - in effect 

identifying all risk drivers as material. 

The EBA also proposes to adjust the 

supervisory delta formula for options based on 

a shifted Black-Scholes that deals with 

negative interest rate scenarios. The formula is 

in line with the Basel standard and the EBA 

expects it to make firms’ application of the 

Black-Scholes model feasible. Finally, the EBA 

proposes to reduce the burden for firms 

relating to the determination of the direction of 

the position, in particular risk drivers, by 

introducing a methodology for establishing 

whether derivative transactions are long or 

short in their risk drivers. The consultation 

closes on 2 August 2019. 

Conduct 

FCA feeds back on wholesale banking conduct 

The FCA published industry feedback on its 5 

Conduct Questions for wholesale banks on 28 

May 2019. It summarises work done by the 

industry to improve conduct risk management 

and cultural behaviours, along with some good 

practice examples. 

Overall, the FCA finds wholesale banks have 

been making significant improvements to their 

identification of conduct risk and associated 

policies and procedures. In a small number of 

cases, programmes are at risk of stalling or 

have been introduced in a rushed manner. 

Hortense Huez
FS Regulatory Insights

hortense.huez@pwc.com

Hortense Huez
FS Risk and Regulation Centre 

of Excellence

hortense.huez@pwc.com

https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://eba.europa.eu/documents/10180/2711846/EBA%20CP%20draft%20RTS%20on%20SA-CCR.pdf
https://www.fca.org.uk/publication/market-studies/5-conduct-questions-industry-feedback-2018-19.pdf
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The FCA encourages leadership to reframe 

and energise efforts where this is the case.  

As with previous years, the FCA shares what it 

believes to be the key basic elements of a 

successful conduct framework, the common 

pitfalls and a range of good practice measures 

witnessed in 2018/19. This good practice 

includes: 

 initiatives focussed on rewarding the 

identification and improvement of policies 

instead of solely punishing breaches 

 employees taking responsibility for 

personal conduct/decisions and 

recognising how these could result in the 

firm doing something wrong 

 ensuring the importance of conduct risk is 

understood and embedded within 

operations units.  

Firms are encouraged to review the feedback 

and guidance provided in light of their own 

conduct risk programmes. Should weaknesses 

or apparent stalls be identified, it is important 

for senior leadership and the board to be made 

aware so that efforts to reframe or extend 

initiatives can be made. 

Retail products 

FCA addresses mortgage advice harms 

The FCA published new mortgage rules in 

CP19/17: Mortgage advice and selling 

standards on 7 May 2019. The rules address 

three of the harms identified in the FCA’s 

mortgage market study. These are: 

 current advice rules acting as a barrier to 

the development of tools to help 

consumers compare mortgages 

 difficult to use execution-only sales 

channels where customers are diverted to 

advised sales channels instead 

 many consumers overpaying for their 

mortgages.  

The FCA proposes changes to its Perimeter 

Guidance on mortgage advice to clarify that 

tools allowing mortgage deals to be searched 

and filtered based on objective criteria do not 

constitute advice e.g. loan-to-value ratios, 

interest rates. 

For execution-only sales, more interaction with 

a customer will be permitted before requiring 

advice including explanation of the process, 

forms and timescales.  

The FCA also proposes requiring advisers to 

explain and record why the cheapest available 

mortgage, which meets all the customer’s 

needs, has not been recommended to the 

customer. This follows best practice already 

displayed by a number of firms. 

Alongside CP19/17, the FCA published 

research intended to help firms better explain 

the differences between execution-only and 

advised mortgages to consumers. The 

research explores a range of options that could 

help consumers become more engaged with 

the information presented to them. 

Firms should consider how their advisers will 

record the reasoning for recommending a 

product that is not the cheapest available to a 

customer if not already doing so. For 

execution-only channels, firms should begin to 

review their policies and scripts to identify 

where additional information and support can 

be given to customers in light of the FCA’s 

guidance and proposed rule changes. This 

should be considered across all channels, 

especially online and automated chat services. 

Also this month 

Basel Committee 

 The Basel Committee published the 

sixteenth progress report on the adoption 

of the Basel regulatory framework on 7 

May 2019. The report shows that member 

jurisdictions have generally made good 

progress in the implementation of the 

revised securitisation framework and the 

leverage ratio but their progress in the 

implementation of the NSFR has 

remained slow. 

 The Basel Committee updated frequently 

asked questions on Basel III monitoring on 

27 May 2019. The document provides 

answers to technical and interpretive 

questions raised by supervisors and banks 

relating to certain aspects of the Basel III 

standards on capital, credit and 

counterparty credit risk, CVA, operational 

risk, trading book, leverage, and liquidity. 

Council 

The Council adopted the banking package to 

strengthen the banking union and reduce risks 

in the banking system on 14 May 2019. The 

package comprises amendments in areas 

including capital and liquidity, large exposures 

and recovery and resolution of banks. The 

package is expected to be published in the 

Official Journal in June and to enter into force 

after 20 days. Most of the new rules will start 

applying from mid-2021. 

EBA 

 On 17 May 2019, the EBA published a 

Q&A response on strong customer 

authentication. The question relates to the 

extent of information to be given by 

account servicing payment service 

providers to a payment initiation service 

provider, regarding payment account 

details and payment service users. 

 The EBA published its 2018 Annual Report 

on 29 May 2019. The report highlights the 

EBA's central role in the regulation 

framework and its increased attention to 

the key parts of the prudential framework 

such as capital, liquidity and securitisation 

as its key achievements in 2018. The 

report anticipates that the EBA's key areas 

of focus in 2019 will continue to be FinTech 

and the risks in the EU banking sector. 

 The EBA published amended ITS on 

supervisory and resolution reporting on 28 

May 2019. The package forms part of the 

EBA reporting framework version 2.9, 

which will be applicable in December 2019, 

March 2020 and April 2020, for resolution, 

COREP and liquidity, respectively. The 

EBA is expected to submit these to the EC 

for adoption together with the final draft ITS 

https://www.fca.org.uk/publication/consultation/cp19-17.pdf
https://www.fca.org.uk/publication/consultation/cp19-17.pdf
https://www.fca.org.uk/publication/research/buying-a-mortgage-without-advice.pdf
https://www.bis.org/press/p190507.htm
https://www.bis.org/bcbs/qis/biiiimplmonifaq_may19.pdf
https://www.bis.org/bcbs/qis/biiiimplmonifaq_may19.pdf
https://www.consilium.europa.eu/en/press/press-releases/2019/05/14/banking-union-council-adopts-measures-to-reduce-risk-in-the-banking-system/
https://eba.europa.eu/single-rule-book-qa/-/qna/view/publicId/2018_4188
https://eba.europa.eu/-/eba-publishes-its-2018-annual-report
https://eba.europa.eu/-/eba-publishes-amended-technical-standards-on-supervisory-and-resolution-reporting-for-eu-institutions-and-the-corresponding-dpm-and-xbrl-taxonomy-2-9
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on Financial Reporting (FINREP) changes, 

which are expected in Q3 2019. 

 The EBA published an update to its Single 

Rulebook Q&A with PSD2-related 

questions 4375 and 4141 on 24 May 2019. 

The questions asked about Technical 

Service Providers’ responsibility for 

updating eIDAS certificates and the use of 

an already active user session (e.g. a 

platform login) as one of the authentication 

factors when undertaking SCA for a 

payment, respectively.  

ESAs 

The ESAs published an amended ITS on the 

mapping of External Credit Assessment 

Institutions' (ECAIs’) credit assessments on 20 

May 2019. The amendment includes changes 

to credit quality steps allocations for two 

ECAIs, new credit rating scales for ten ECAIs 

and mappings for recently registered CRAs. 

FCA 

The FCA updated its FSA056 form, the capital 

adequacy return for authorised payment 

institutions, on 31 May 2019. The update 

corrects an error in the guidance for how cell 

32B is calculated. 

FSB 

The FSB published progress reports for both 

its Correspondent banking action plan and 

Remittance service providers’ access to 

banking review on 29 May 2019. The FSB 

concludes that the number of correspondent 

banking relationships is still in decline, which is 

concerning for remittance services. The FSB 

outlines a number of key next steps, including 

technology use and improved communication, 

to help improve the situation. 

PRA 

The PRA published the Systemic Risk Buffer 

rates for ring-fenced banks and large building 

societies on 1 May 2019. The rates will apply 

from 1 August 2019. Going forward, the PRA 

plans to publish the rates by 15 December of 

each year, with application by 1 January of the 

second year following the calendar year when 

the rates are published. 

PSR 

The PSR published CP19/4: Feedback and 

further consultation on Confirmation of Payee 

(CoP) on 9 May 2019. The PSR has revised its 

proposals for the implementation of CoP, and 

accompanying legal text, in light of feedback 

received raising issues with time frames and 

in-scope firms. The revised consultation closed 

on 5 June 2019. 

 

https://eba.europa.eu/single-rule-book-qa?p_p_id=questions_and_answers_WAR_questions_and_answersportlet&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_pos=1&p_p_col_count=2&_questions_and_answers_WAR_questions_and_answersportlet_jspPage=%2Fhtml%2Fquestions%2Fviewquestion.jsp&_questions_and_answers_WAR_questions_and_answersportlet_viewTab=1&_questions_and_answers_WAR_questions_and_answersportlet_questionId=2464303&_questions_and_answers_WAR_questions_and_answersportlet_statusSearch=1
https://eba.europa.eu/single-rule-book-qa?p_p_id=questions_and_answers_WAR_questions_and_answersportlet&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_pos=1&p_p_col_count=2&_questions_and_answers_WAR_questions_and_answersportlet_jspPage=%2Fhtml%2Fquestions%2Fviewquestion.jsp&_questions_and_answers_WAR_questions_and_answersportlet_viewTab=1&_questions_and_answers_WAR_questions_and_answersportlet_questionId=2282099&_questions_and_answers_WAR_questions_and_answersportlet_statusSearch=1
https://eba.europa.eu/-/esas-publish-amended-technical-standards-on-the-mapping-of-ecais-under-the-capital-requirements-regulation
https://www.handbook.fca.org.uk/form/sup/SUP_16_ann_27C_FSA056_20190531.pdf
https://www.fsb.org/wp-content/uploads/P290519-1.pdf
https://www.fsb.org/wp-content/uploads/P290519-2.pdf
https://www.fsb.org/wp-content/uploads/P290519-2.pdf
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/publication/2019/systemic-risk-buffer-rates-for-ring-fenced-banks-and-large-building-societies-may-2019.pdf?la=en&hash=C0EB566F4A61A5B7119F6FA1E39D252E8C7DEEE8
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/publication/2019/systemic-risk-buffer-rates-for-ring-fenced-banks-and-large-building-societies-may-2019.pdf?la=en&hash=C0EB566F4A61A5B7119F6FA1E39D252E8C7DEEE8
https://www.psr.org.uk/sites/default/files/media/PDF/PSR-CP-19-4-CoP-specific-direction-consultation-May-2019.pdf
https://www.psr.org.uk/sites/default/files/media/PDF/PSR-CP-19-4-CoP-specific-direction-consultation-May-2019.pdf
https://www.psr.org.uk/sites/default/files/media/PDF/PSR-CP-19-4-CoP-specific-direction-consultation-May-2019.pdf
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Asset management

In this section: 

Regulation 17 

Conduct 17 

Also this month 17 

 

 

Regulation 

Conduct 

FCA identifies poor practices among principal 
firms 

The FCA published findings from its 

supervisory review of principal firms in the 

investment management sector on 20 May 

2019, together with an accompanying Dear 

CEO letter setting out its expectations. The 

review included a survey of 338 principals, 

each with between one and 80 Appointed 

Representatives (ARs), and a range of 

business models. The FCA carried out the 

survey to gain insight into principal and AR 

business models, the extent of monitoring of 

ARs undertaken by principals, client numbers 

and categorisation, product types, sales 

methods, revenues and prudential oversight. 

The regulator reported significant shortcomings 

in principal firms’ understanding of their 

regulatory responsibilities for their ARs. Most 

had weak governance arrangements and were 

found not to be assessing the risks these 

activities posed to their ARs, despite their 

obligation to do so. The regulator also found 

that many principals may not be holding 

sufficient financial resources for both liquidity 

and capital.  

The FCA found many principals were not 

identifying conflicts of interest inherent in their 

business models, nor making attempts to 

manage them. In some cases, principals had 

not been conducting suitability and 

appropriateness assessments in line with 

MiFID II.  

Finally of note is the FCA’s finding that several 

principals acting as CFD providers had recently 

registered ARs, which had overseas owners 

with little management oversight in the UK. 

Third-country entities with similar names to the 

AR entities were found to have been 

advertising their services overseas but 

referencing the FCA regulated status.  

Overall, the FCA considers there to be a 

significant risk of harm to consumers and to the 

market arising from the activities of principals 

operating in this sector. The regulator expects 

principals to assess how they are meeting 

relevant requirements in relation to their ARs, 

and to ensure they identify and address any 

shortcomings in their risk-management 

frameworks, processes and practices. It plans 

to carry out additional work, including visits to 

principal firms, and expects firms to have acted 

on the findings. 

Also this month 

EC 

The EC published supplementing regulations 

for EuVECA and EuSEF in the Official Journal 

on 22 May 2019. Managers of funds with 

Andrew Strange
FS Regulatory Insights

andrew.p.strange@pwc.com

Andrew Strange
FS Risk and Regulation Centre of 

Excellence

andrew.p.strange@pwc.com

https://www.fca.org.uk/publications/multi-firm-reviews/review-principal-firms-investment-management-sector
https://www.fca.org.uk/publication/correspondence/dear-ceo-letter-expectations-of-principal-firms-in-investment-management.pdf
https://www.fca.org.uk/publication/correspondence/dear-ceo-letter-expectations-of-principal-firms-in-investment-management.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019R0820&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019R0819&from=EN
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EuVECA labels will need to comply with 

additional conflicts of interests requirements, 

while EuSEF fund managers will be subject to 

new rules relating to conflicts of interest, social 

impact measurement and investor disclosure. 

These supplementing regulations entered into 

force on 11 June 2019 and apply from 11 

December 2019. 

FCA 

 The FCA announced on 1 May 2019 that 

UK and non-EU AIFMs intending to market 

funds in the UK under the UK National 

Private Placement Regime (NPPR) must 

submit their NPPR Marketing and Material 

Change notifications via the FCA Connect 

platform rather than using the existing 

forms. The regulator believes this will result 

in a more efficient process for firms while 

enabling it to cope better with the large 

numbers of notifications expected following 

Brexit. 

 The FCA welcomed the launch of finalised 

Cost Transparency Initiative standardised 

templates for the disclosure of costs and 

charges by asset managers on 22 May 

2019. These industry templates are 

designed to address a key concern raised 

in the FCA’s recent asset management 

market study, which found that costs and 

charges could be disclosed to institutional 

investors in a more consistent and 

standardised way. 

 

https://www.fca.org.uk/firms/nppr
https://www.fca.org.uk/news/statements/statement-launch-finalised-cti-templates
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Insurance

In this section: 

Regulation 19 

Capital and liquidity 19 

Solvency II 19 

Sustainability 19 

Accounting 20 

IFRS 17 20 

Also this month 20 

A brief roundup of other regulatory 
developments 

 

 

Regulation 

Capital and liquidity 

PRA warns against model drift 

David Rule, Executive Director of Insurance 

Supervision at the BoE, gave a speech on 

Model use and misuse on 14 May 2019. He 

discussed the use of models by insurers and 

the PRA’s work to guard against ‘model drift’ - 

the weakening, over time, of capital 

requirements calculated using an internal 

model. 

As insurers deploy increasing numbers of 

models, drawing on massive amounts of data 

and with new analytical techniques, Rule 

emphasised that it is vital that insurers give 

sufficient attention to effective model risk 

management. He expects insurers to ensure 

they are confident to use their models but not 

so over-confident that they misuse them. 

Solvency II 

PRA proposes reviewing simplified TMTP 
recalculations 

The PRA published CP11/19 Solvency II: 

Maintenance of the transitional measure on 

technical provisions (TMTP) on 22 May 2019. 

Following the Treasury Select Committee’s 

report on Solvency II, the PRA is considering 

ways to simplify the Solvency II requirements 

for the TMTP recalculations. It concludes that a 

unified simplification approach across all firms 

is unlikely to be feasible. Instead it proposes 

that firms could develop their own simplification 

methods, and discuss these with their 

supervisors before the expected recalculation 

on 31 December 2019. The PRA also expects 

firms to demonstrate that their methodology 

results in a TMTP that is in line with the 

Solvency II requirements. 

For firms proposing to use a proportionate 

approach to the TMTP recalculation 

methodology, the PRA has drafted additional 

guidance to be included in SS6/16. In addition, 

the PRA plans to update its approach to 

consistency between Solvency I and Solvency 

II bases set out in SS6/16. 

The comment period ends on 21 August 2019. 

Sustainability 

Climate change - PRA develops assessment 
framework 

The PRA published A framework for assessing 

financial impacts of physical climate change - A 

practitioner’s aide for the general insurance 

sector on 22 May 2019. It follows publication of 

SS 3/19 - Enhancing banks’ and insurers’ 

approaches to managing the financial risks 

from climate change, which outlines its 

expectations regarding climate change in the 

areas of governance, risk management, 

scenario analysis and disclosure.  

The PRA expects general insurers to use this 

report as a starting point to develop their own 

Jim Bichard
UK Solvency II Leader

jim.bichard@pwc.com

Kareline Daguer
FS Regulatory Insights

kareline.daguer@pwc.com

Kareline Daguer
FS Risk and Regulation Centre of 

Excellence

kareline.daguer@pwc.com

https://www.bankofengland.co.uk/-/media/boe/files/speech/2019/model-use-and-misuse-speech-by-david-rule.pdf?la=en&hash=E4C8E2D4393160D553668EDFAB3D83A934F87095
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp1119.pdf?la=en&hash=D397E3F4C08198A92D14F0A7725B045AD0A1F97F
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp1119.pdf?la=en&hash=D397E3F4C08198A92D14F0A7725B045AD0A1F97F
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp1119.pdf?la=en&hash=D397E3F4C08198A92D14F0A7725B045AD0A1F97F
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/report/response-to-treasury-committee-inquiry-into-solvency-2-august-2018.pdf?la=en&hash=0F6E4A4D115FDFD3A38263B494AB11A0328C56BB
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/report/response-to-treasury-committee-inquiry-into-solvency-2-august-2018.pdf?la=en&hash=0F6E4A4D115FDFD3A38263B494AB11A0328C56BB
https://www.bankofengland.co.uk/prudential-regulation/publication/2016/maintenance-of-the-transitional-measure-on-technical-provisions-under-solvency2-ss
https://www.bankofengland.co.uk/prudential-regulation/publication/2016/maintenance-of-the-transitional-measure-on-technical-provisions-under-solvency2-ss
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/publication/2019/a-framework-for-assessing-financial-impacts-of-physical-climate-change.pdf?la=en&hash=7DE2A5E0442752ED910CF01F36BC15AA661AD1D9
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/publication/2019/a-framework-for-assessing-financial-impacts-of-physical-climate-change.pdf?la=en&hash=7DE2A5E0442752ED910CF01F36BC15AA661AD1D9
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/publication/2019/a-framework-for-assessing-financial-impacts-of-physical-climate-change.pdf?la=en&hash=7DE2A5E0442752ED910CF01F36BC15AA661AD1D9
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/publication/2019/a-framework-for-assessing-financial-impacts-of-physical-climate-change.pdf?la=en&hash=7DE2A5E0442752ED910CF01F36BC15AA661AD1D9
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319.pdf?la=en&hash=7BA9824BAC5FB313F42C00889D4E3A6104881C44
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319.pdf?la=en&hash=7BA9824BAC5FB313F42C00889D4E3A6104881C44
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319.pdf?la=en&hash=7BA9824BAC5FB313F42C00889D4E3A6104881C44
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assessment of the potential financial impacts of 

physical climate change to the liability side of 

the balance sheet. It outlines a six-stage 

proposed framework, to help develop 

scenarios and assess physical climate change 

risk. The PRA also considers the use of risk 

assessment tools and includes a number of 

case studies. 

The comment period ends on 22 November 

2019. 

Accounting 

IFRS 17 

IFRS 17 – IASB continues  

The forthcoming exposure draft of 

amendments to IFRS 17 is expected to be 

published at the end of June 2019. On 15 May 

2019, the IASB agreed to reduce the comment 

period to 90 days (versus the normal 120 days) 

as the targeted amendments are both urgent 

and narrow in scope. It also revised the scope 

of its previously proposed amendment for 

contracts with investment return services and 

discussed a few other sweep issues related to 

IFRS 17. See our In transition – The latest on 

IFRS 17 implementation for further details. 

Also this month 

EC 

The EC published Commission Delegated 

Regulation amending the IDD with regard to 

RTS adapting the base euro amounts for 

professional indemnity insurance and for 

financial capacity of insurance and reinsurance 

intermediaries on 13 May 2019. Based on 

inflation, it increases the IDD minimum 

professional indemnity insurance requirements 

per claim from €1.25m to €1.3m and, in 

aggregate, for all claims per year from €1.85m 

to €1.92m. 

EIOPA 

 On 3 May 2019, EIOPA submitted its final 

Technical Advice on the integration of 

sustainability risks and factors in the 

delegated acts under Solvency II and IDD 

in response to the EC’s request. Following 

consultation, it has made some limited 

changes to its draft advice to add further 

guidance and clarifications. 

 In May 2019, EIOPA published answers to 

questions on: (EU) No 2009-138 Solvency 

II Directive (Insurance and Reinsurance), 

(EU) No 2015-2450 templates for the 

submission of information to the 

supervisory authorities and (EU) 2015-35 

supplementing Directive 2009-138. EIOPA 

publishes Q&A on Regulation to ensure 

consistent and effective application of EU 

regulation and to aid supervisory 

convergence. 

 EIOPA published the results of its thematic 

review of Big Data Analytics in motor and 

health insurance on 8 May 2019. It reports 

a strong trend towards increasingly data-

driven business models throughout the 

insurance value chain. EIOPA also outlines 

plans for further regulatory developments in 

this area, to protect consumers and 

promote sound governance frameworks. 

FCA 

The FCA published Leading the Way on 

Regulation, a speech by Director of General 

Insurance and Conduct Specialists Karina 

McTeague, on 16 May 2019. McTeague 

highlighted that business models should be 

sustainable and analysed against the risks and 

opportunities of rapidly evolving customer 

expectations. She also stressed that meeting 

the requirements of the IDD contributes to 

enhancing trust in the insurance industry, and 

that the clarity provided through SM&CR is not 

simply a matter of regulatory compliance, but 

good business practice and beneficial for firms 

of all sizes. 

PRA 

The PRA published Solvency II Remuneration 

Policy Statement for Category 1 and 2 firms for 

the 2018 performance year together with the 

Solvency II identified staff table on 9 May 2019. 

Under Solvency II, the PRA expects firms to 

submit a copy of their remuneration policy 

statement for their most recent reporting period 

by 31 July 2019. While not compulsory, it 

recommends that firms use this updated 

template to record their policies, practices 

and procedures, and assess compliance with 

the rules. 

 

https://www.pwc.com/us/en/cfodirect/assets/pdf/insurance-contracts/iasb-ifrs-17-comment-period.pdf
https://www.pwc.com/us/en/cfodirect/assets/pdf/insurance-contracts/iasb-ifrs-17-comment-period.pdf
http://ec.europa.eu/transparency/regdoc/rep/3/2019/EN/C-2019-3448-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2019/EN/C-2019-3448-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2019/EN/C-2019-3448-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2019/EN/C-2019-3448-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2019/EN/C-2019-3448-F1-EN-MAIN-PART-1.PDF
http://ec.europa.eu/transparency/regdoc/rep/3/2019/EN/C-2019-3448-F1-EN-MAIN-PART-1.PDF
https://eiopa.europa.eu/Publications/EIOPA-BoS-19-172_Final_Report_Technical_advice_for_the_integration_of_sustainability_risks_and_factors.pdf
https://eiopa.europa.eu/Publications/EIOPA-BoS-19-172_Final_Report_Technical_advice_for_the_integration_of_sustainability_risks_and_factors.pdf
https://eiopa.europa.eu/Publications/EIOPA-BoS-19-172_Final_Report_Technical_advice_for_the_integration_of_sustainability_risks_and_factors.pdf
https://eiopa.europa.eu/Publications/Requests%20for%20advice/20180724-Letter%20to%20EIOPA-ESMA-St.Fin.pdf
https://eiopa.europa.eu/Publications/Consultations/EIOPA-Consultation_Paper_on_COMs_Call_for_advice.pdf
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%20No%202009-138%20Solvency%20II%20Directive%20%28Insurance%20and%20Reinsurance%29.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%20No%202009-138%20Solvency%20II%20Directive%20%28Insurance%20and%20Reinsurance%29.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%20No%202015-2450%20templates%20for%20the%20submission%20of%20information%20to%20the%20supervisory%20authorities.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%202015-35%20supplementing%20Directive%202009-138.xlsb
https://eiopa.europa.eu/Publications/Guidelines/Answers%20to%20%28EU%29%202015-35%20supplementing%20Directive%202009-138.xlsb
https://eiopa.europa.eu/Publications/EIOPA_BigDataAnalytics_ThematicReview_April2019.pdf
https://eiopa.europa.eu/Publications/EIOPA_BigDataAnalytics_ThematicReview_April2019.pdf
https://www.fca.org.uk/news/speeches/leading-way-regulation
https://www.fca.org.uk/news/speeches/leading-way-regulation
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/strengthening-accountability/remuneration-policy-statement-for-category-1-and-2-firms-2018-performance-year.doc?la=en&hash=A89E8BBDBC36D69CDE0254CA998EFE5EA983EE7F
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/strengthening-accountability/remuneration-policy-statement-for-category-1-and-2-firms-2018-performance-year.doc?la=en&hash=A89E8BBDBC36D69CDE0254CA998EFE5EA983EE7F
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/strengthening-accountability/solvency-ii-staff-table-performance-year-2018.xlsx?la=en&hash=20FC69B453EC037684F00DC7BEC0A1C0C145E0C4


        

Executive summary Operational resilience: 
Navigating international 
waters 

Cross sector 
announcements 

Banking and capital 
markets 

Asset management Insurance Monthly calendar Glossary 

 

21  PwC | FS regulatory, accounting and audit bulletin | June 2019 

Monthly calendar 

Open consultations 

Closing date for 
responses 

Paper Institution 

13/06/19 CP5/19 Pillar 2 capital: Updates to the framework PRA 

14/06/19 CP19/12: Consultation on Investment Platforms Market Study Remedies FCA 

21/06/19 The status of cryptoassets, distributed ledger technology and smart contracts under English private law The Law Society 

26/06/19 CP19/14: Mortgage customers: proposed changes to responsible lending rules and guidance FCA 

03/07/19 CP7/19 Solvency II: Equity release mortgages - Part 2 PRA 

07/07/19 CP8/19 Supervising international banks: Revision of the Branch Return PRA 

07/07/19 CP19/17: Consultation on mortgage advice and selling standards FCA 

09/07/19 GC19/2: General insurance distribution chain: proposed guidance for insurance product manufacturers and distributors FCA 

12/07/19 Consultation on Pre-Cessation Issues for LIBOR and Certain Other Interbank Offered Rates ISDA 

15/07/19 CP19/15: Independent Governance Committees: extension of remit FCA 

15/07/19 CP10/19: Enforcement: Changes to the PRA’s settlement policy PRA 

29/07/19 Issues, Risks and Regulatory Considerations Relating to Crypto-Asset Trading Platforms IOSCO 

09/08/19 Consolidated Basel Framework Basel Committee 

21/08/19 CP11/19 - Solvency II: Maintenance of the transitional measure on technical provisions PRA 

 

https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp519.pdf?la=en&hash=380CF18218F88EE57ED248AB271C2A591FF49E3F
https://fca.org.uk/publication/consultation/cp19-12.pdf
https://www.lawsociety.org.uk/news/documents/ukjt-consultation-cryptoassets-smart-contracts-may-2019/
https://www.fca.org.uk/publication/consultation/cp19-14.pdf
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp719.pdf?la=en&hash=57B288CF80A1DD4DE3F01B336F7D74F069EE32DE
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp819.pdf?la=en&hash=247EDB72696F520CDE8404F1BC3AA1644E832B2A
https://www.fca.org.uk/publication/consultation/cp19-17.pdf
https://www.fca.org.uk/publication/guidance-consultation/gc19-02.pdf
https://www.isda.org/a/t6tME/Pre-cessation-issues-Consultation.pdf
https://www.fca.org.uk/publication/consultation/cp19-15.pdf
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp1019.pdf?la=en&hash=412F317DFDB9B372FBB94C52A969DAC32F206421
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD627.pdf
https://www.bis.org/bcbs/publ/d462.pdf
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2019/cp1119.pdf
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Forthcoming publications 

Date Topic Type Institution 

Asset management  

Q2 2019 Proposed amendment of permitted links rules Policy statement FCA 

Q3 2019 Amendments to bond market liquidity and size specific to the instrument 
thresholds under MiFIR 

Amendment to RTS ESMA 

Q3 2019 Illiquid assets and open-ended funds – feedback to CP18/27 and final rules Policy statement FCA 

Q4 2019 Functioning of the consolidated tape equity under MiFID II Report ESMA 

Q4 2019 Prices for pre and post-trade data under MiFIR Report/technical advice ESMA 

Q4 2019 EU investment firm prudential regime implementation Consultation paper FCA 

Banking 

Q2 2019 Review of the disclosure requirements for the LCR Review EBA 

Q2 2019 Guidelines on banks’ loan origination, internal governance and monitoring Guidelines EBA 

Summer 2019 FCA guidance on cryptoassets Policy statement FCA 

Q3 2019 ITS on MREL disclosure and reporting Consultation EBA 

Q3 2019 Guidelines on credit risk mitigation Guidelines EBA 

Q3 2019 Feedback on cash savings market discussion Feedback statement/consultation paper FCA 

Q4 2019 Draft ITS on Pillar 3 disclosures Draft ITS EBA 

Q1 2020 Mortgage market study Final report FCA 

Consumer credit 

June 2019 Market study on credit information Terms of reference  FCA 

Cross-sector conduct   

Q3 2019 Fair pricing in financial services Feedback statement FCA 

Q1 2020 Treating customers fairly and data Discussion paper FCA 
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Date Topic Type Institution 

Insurance    

Q2-Q4 2019 Solvency II outstanding issues (inc. ongoing assessment of the effective 
value test) 

Consultation paper PRA 

Q4 2019 General insurance value measures reporting Policy statement FCA 

Operational resilience   

Q4 2019 Building the financial sector’s operational resilience Consultation paper PRA/FCA 

Q1 2020 Cyber multi-firm review findings Review findings FCA 

Pensions    

Q2 2019 Retirement outcomes review Policy statement FCA 

Q4 2019 Independent governance committees remit extension Policy statement FCA 

Securities and markets 

Q2 2019 Money laundering in capital markets  Report  FCA 

Q3 2019 Data use and access to data in wholesale markets Call for input FCA 

Supervision 

Q1 2020 FCA principles review Discussion paper FCA 

 

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

ABI Association of British Insurers 

ABS Asset Backed Security 

AI Artificial intelligence 

AIF Alternative Investment Fund 

AIFM Alternative Investment Fund Manager 

AIFMD Alternative Investment Fund Managers Directive 2011/61/EU 

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) 

BCR Basic capital requirement (for insurers) 

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 

CET1 Common Equity Tier 1 

CFTC Commodities Futures Trading Commission (US) 

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

CIS Collective Investment Schemes 

CMA Competition and Markets Authority 

CMU Capital markets union 

COBS FCA conduct of business sourcebook 

COCON FCA code of conduct sourcebook 

CoCos Contingent convertible securities 

ComFrame The Common Framework 

CONC FCA consumer credit sourcebook 

COREP Standardised European common reporting 

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

European Union 
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CPMI Committee on Payments and Market Infrastructures 

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 

CRD V CRD IV-related EC November 2016 banking reform 

package amendments 

CRR Regulation (EU) No 575/2013 on prudential requirements for credit 

institutions and investment firms 

CRR II CRR-related EC November 2016 banking reform package amendments 

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 

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 

DLT Distributed ledger technology 

D-SIBs Domestic Systemically Important Banks 

EBA European Banking Authority 

EC European Commission 

ECB European Central Bank 

ECJ European Court of Justice 

ECL Expected credit loss 

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 

ECP Eligible counterparty 

EDIS European Deposit Insurance Scheme 

EEA European Economic Area 

EEC European Economic Community 

EFTA European Free Trade Association 

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) 
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ESCB European System of Central Banks 

ESG Environmental, social and governance 

ESEF European Single Electronic Format 

ESMA European Securities and Markets Authority 

ESRB European Systemic Risk Board 

€STR Euro short-term rate 

ETC Exchange-traded commodity 

ETN Exchange-traded note 

EU European Union 

EU Securitisation 

Regulation 

Regulation (EU) 2017/2402 laying down a general 

framework for securitisation and creating a specific 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 

EURIBOR Euro Interbank Offered Rate 

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

EuSEF The European social Entrepreneurship Funds Regulation 

EuVECA  European Venture Capital Funds Regulation (EU) 345/2013 

FAMR  Financial Advice Market Review  

FATF Financial Action Task Force 

FC Financial counterparty under EMIR 

FCA Financial Conduct Authority  

Fiat currency Currency whose value is underpinned by the strength of the issuing 

government, e.g. USD, GBP, euro and other major world currencies 

FICC Fixed income, currencies and commodities 

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

FiCOD Financial Conglomerates Directive 2002/87/EC 

FMI Financial Market Infrastructure 

FMLC  Financial Markets Law Committee  

FMSB FICC Markets Standard Board 

FOS Financial Ombudsman Service 

FPC Financial Policy Committee  

FRC Financial Reporting Council 

FRTB Basel Committee fundamental review of the trading book market risk 

capital requirements 

FSA Financial Services Authority 

FSB Financial Stability Board 

FSBRA Financial Services (Banking Reform) Act 2013 

FS Act 2012 Financial Services Act 2012 

FSCP Financial Services Consumer Panel 

FSCS Financial Services Compensation Scheme 

FSI Financial Stability Institute (of the BIS) 

FSMA Financial Services and Markets Act 2000 

FTT Financial Transaction Tax 

G30 Group of 30 

GAAP Generally Accepted Accounting Principles 

GDPR General Data Protection Regulation 

G-SIBs Global Systemically Important Banks 

G-SIFIs Global Systemically Important Financial Institutions 

HCSTC High Cost Short Term Credit 
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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 

ICO Initial coin offering 

ICOBS Insurance: Conduct of Business Sourcebook 

ICPs Insurance Core Principles 

ICT Information and Communication Technology 

IDD The Insurance Distribution Directive (EU) 2016/97  

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 

IMCO The European Parliament’s Committee on Internal Market and Consumer 

Protection 

IMD Insurance Mediation Directive 2002/92/EC 

IMF International Monetary Fund 

IORP Institutions for Occupational Retirement Provision  

IOSCO International Organisation of Securities Commissions 

IRB Internal Ratings Based 

IRRBB Interest rate risk in the banking book 

ISDA International Swaps and Derivatives Association 

ITS Implementing Technical Standards 

JCESA Joint Committee of the European Supervisory Authorities 

JMLSG Joint Money Laundering Steering Committee 

KID Key Information Document  

KIID Key Investor Information Document 

KYC Know your client  

LCR Liquidity coverage ratio 

LEI Legal Entity Identifier 

LIBOR London Interbank Offered Rate 

MA Matching Adjustment 

MAD Market Abuse Directive 2003/6/EC 

MAR Market Abuse Regulation (EU) 596/2014  

Material Risk 

Takers 

Regulation 

Commission Delegated Regulation (EU) No 604/2014 of 4 March 2014 

supplementing Directive 2013/36/EU of the EP and of the Council with 

regard to regulatory technical standards with respect to qualitative and 

appropriate quantitative criteria to identify categories of staff whose 

professional activities have a material impact on an institution’s risk profile 

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 
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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 

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 

NPE Non-performing exposure 

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 

OFT Office of Fair Trading 

Omnibus II Second Directive amending existing legislation to reflect Lisbon Treaty 

and new supervisory infrastructure (2014/51/EU). Amends the Prospectus 

Directive (Directive 2003/71/EC) and Solvency II (Directive 2009/138/EC)  

ORSA Own Risk Solvency Assessment 

O-SIIs Other systemically important institutions 

OTC Over-The-Counter 

OTF Organised trading facility 

PAD  Payment Accounts Directive 2014/92/EU 

PERG Perimeter Guidance Manual 

PIFs Personal investment firms 

PPI Payment Protection Insurance  

PRA Prudential Regulation Authority 

Presidency Member State which takes the leadership for negotiations in the Council: 

rotates on 6 monthly basis 

PRIIPs  Packaged retail and insurance-based investment products 

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

PSP Payment service provider 

PSR Payment Systems Regulator 

P2P Peer to Peer 

QIS Quantitative Impact Study 

QRT Quantitative Reporting Template 

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 
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RFB Ring-fenced bank 

RFQ Request for quote 

RFRs Risk-free rates  

RFRWG The Risk-free Rate Working Group of the BoE 

RONIA Repurchase Overnight Index Average 

RRPs Recovery and Resolution Plans 

RTS Regulatory Technical Standards 

RWA Risk-weighted assets 

SARON Swiss Average Rate Overnight 

SCR Solvency Capital Requirement (under Solvency II) 

SCV Single customer view 

SEC Securities and Exchange Commission (US) 

SEPA Single Euro Payments Area 

SFP Structured finance product 

SFT Securities financing transaction 

SFTR Securities Financing Transactions Regulation (EU) 2015/2365 

SFO Serious Fraud Office 

SI Systematic internaliser 

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 

SOFR Secured Overnight Financing Rate 

Solvency II Directive 2009/138/EC 

SONIA Sterling Overnight Index Average 

SPV Special purpose vehicle 

SREP  Supervisory Review and Evaluation Process 

SRF Single Resolution Fund 

SRM  Single Resolution Mechanism 

SRMR Single Resolution Mechanism Regulation 

SSM Single Supervisory Mechanism 

SSR Short Selling Regulation (EU) 236/2012 

STS Simple Transparent and Standardised (concerning securitisations) 

SUP FCA supervision manual 

SYSC The part of the FCA handbook titled senior management arrangements, 

systems and controls 

T2S TARGET2-Securities 

TC Treasury Committee 

TLAC Total Loss Absorbing Capacity 

TMTP Transitional Measure on Technical Provisions 

TONA Tokyo Overnight Average Rate 

TPR The Pensions Regulator 

TR Trade Repository 

UCITS Undertakings for Collective Investments in Transferable Securities 

UCITS V UCITS V Directive 2014/91/EU 

UKLA UK Listing Authority  
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UK Finance Trade body representing the banking and finance industry, formed by 

a merger of a number of associations including the British 

Bankers' Association 

UTI  Unique Trade Identifier  

XBRL eXtensible Business Reporting Language 
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