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Equivalence is not a vehicle for liberalising 
international trade in financial services, but a key
instrument to effectively manage cross-border 
activity of market players in a sound and secure
prudential environment with third-country 
jurisdictions that adhere to, implement and enforce
rigorously the same high standards of prudential 
rules as the EU.

Commission Staff Working Document
EU equivalence decisions in financial services policy: an assessment
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Introduction

The revised draft UK-EU political declaration highlights that, should there be an agreement between the UK and EU-27, equivalence will be central to future relations in 
financial services trade and that both sides aspire to complete assessments by June 2020. The UK White Paper on the future relationship set out the UK’s hopes of 
building upon existing equivalence provisions, including extending it to more activities and making processes more transparent. This would be underpinned by deep 
political and regulatory cooperation. The EU has not set out its views on this, but has agreed to keep its framework under review. 

Equivalence is a unilateral, non-reciprocal, designation by the EU of a third country as having a sufficiently similar level of regulation for particular activities or services. 
It will have an important role to play in financial services trade between the UK and EU after Brexit whatever happens in negotiations on the future relationship overall. 
The UK has also adopted its own framework for determining other countries equivalent post-Brexit.

If an agreement on the future relationship is not reached, equivalence will still be key for cross-border financial services trade from the UK to EU and vice-versa. 
However, this would be solely on the basis of each sides own regime, on a non-reciprocal basis, without additional cooperation arrangements. The timing of assessments 
is also likely to be slower than under an agreement and it is unclear how many determinations will be given across the available options. 

Heading

Preferential prudential 
treatment

EU firms can apply the same 
preferential treatment to 
certain categories of exposures 
to entities in equivalent third 
countries as they apply to 
exposures to EU Member 
State entities

Reduced regulatory 
burden

Reduced regulatory burden for 
firms from equivalent third 
countries through reliance on 
home state supervision 

Market Access

Firms from an equivalent 
third country can conduct 
regulated activities 
cross-border into the EU, 
without seeking full 
authorisation in an EU 
jurisdiction

Equivalence usually 
delivers one of three 
outcomes to third 
country firms

https://ec.europa.eu/commission/sites/beta-political/files/revised_political_declaration.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/786626/The_Future_Relationship_between_the_United_Kingdom_and_the_European_Union_120319.pdf
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Equivalence  - everything you need to know
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How do 
you get it?

What is 
equivalence?

What is its 
purpose?

What does 
it give?

What are the 
challenges?

Equivalence 
and Brexit

Equivalence
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How do you get it?

● The decision is usually taken by the EC, who often 
ask for technical support from the ESAs 

● Equivalence in some areas can be given on a  
temporary or provisional basis

● Assessments are technical, but can be politicised, 
can take a long time, or may result in time-limited 
permission only (eg Swiss Trading Venues)

What is its purpose?

● Gives EU greater oversight of cross-border 
financial services from third countries in the EU

● Can enable freer trading of cross-border 
financial services into and from the EU

● Promotes convergence towards international 
standards with EU influence

What does it give?

● Equivalence doesn’t replace passporting or 
other rights firms have within the EU

● It can give non-EU firms the same treatment 
as EU firms, permits reliance by the EU on 
third country supervision, reduced prudential 
burden, or in a small number of areas, market 
access into the EU

What is equivalence?

● EU assessment of third country regulations for 
particular services or activities in the EU

● No single framework; based on c.40 provisions 
throughout EU law

● Not all have been used, but over 250 equivalence 
decisions made for more than 30 countries

Equivalence and Brexit

● Equivalence will be central to UK-EU relations in 
financial services under Deal or No Deal 

● UK proposals include ideas to improve 
processes and make arrangements more 
reciprocal and cooperative

● UK will also have an equivalence framework for 
the EU and others. This MoU sets out the roles 
and responsibilities of HM Treasury and the 
regulators in making a determination

What are the challenges?

● Equivalence only given for the specific purposes set out in 
respective laws - doesn’t provide market access for important 
services such deposit taking 

● Process for withdrawal opaque. In many cases at COM 
discretion, but in others after assessment and notification

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/839966/equivalence_mou_october_2019_web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/839966/equivalence_mou_october_2019_web.pdf


PwC

Equivalence Key Facts
There is no overall “equivalence regime”
There are a range of provisions across the acquis (EU law) which describe equivalence arrangements for specific activities. Equivalence is 
granted to a jurisdiction only on the basis of its regulatory framework for a particular activity. Firms, venues and other entities may have to be 
subsequently authorised, registered or recognised within the EU to take advantage of a specific equivalence determination.
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Equivalence can be withdrawn 
As there is no overall regime, withdrawal of equivalence is based on the specifics of each provision. Most equivalence decisions are made and 
can be withdrawn at the discretion of the Commission and contain no reference to withdrawal mechanisms or timelines. However, authorisations 
granted to a third country firm as a result of equivalence may in some limited cases - e.g. MiFID/R - be withdrawn after a specific timeframe or 
some other mechanism.  

Equivalence does not replace the passport
Passporting is the ability of EU firms to operate across the EU from a single member state (freedom of services) or through the establishment or 
a branch in another member state (freedom of establishment). Equivalence does not grant this right and only in a small number of instances 
grants market access (see tables to follow). Equivalence also does not cover the full extent of cross-border financial services traded into the EU - 
particularly from and with the UK - and there are significant gaps between that overall picture and the activities for which equivalence is available.

Equivalence is not a guaranteed outcome
Equivalence is a tool for the EU to gain greater oversight of cross-border financial services from third countries, but it is also fundamentally a 
political and international trade tool. This can be seen in the example of equivalence assessments and decisions relating to Swiss trading 
venues under MiFID/R, where broader political considerations led to the withdrawal of equivalence. Assessments themselves can be long 
processes and the outcome is not guaranteed, particularly where broader political questions are in play.

Equivalence can mean different things in different areas
The benefits and associated requirements relating to equivalence are also different in each specific equivalence provision across the acquis. 
Legislation relating to equivalence is a patch-work of unrelated provisions which vary in their content and the level of detail. As a result, what 
applies for equivalence in one area cannot be said to apply for another, and vice versa. 
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Equivalence Provision Effect Products or services covered Comments

EMIR

Article 13(2) Reduced regulatory burden on risk mitigation, non-financial 
counterparties and other reporting requirements for 
activities involving equivalent third country counterparties, 
reducing duplicative or conflicting reporting requirements

Derivatives transaction between EU entities and third 
country counterparties

Article 25(6) Enables recognition of third country CCPs permitting EU 
banks to clear through them

Clearing services to clearing members or trading venues 
established in the EU

Requires entity recognition as well as jurisdiction 
equivalence. Temporary equivalence has been granted to 
UK CCPs and Central Securities Depositories as a result of 
Brexit. Equivalence will become effective in the event of a 
No Deal.

Article 2a Enables recognition of third country trading venues as 
regulated markets for trading certain derivatives

OTC derivatives trading / Exchange Traded Derivatives 
(ETDs)

Requires entity recognition as well as jurisdiction 
equivalence

Articles 75-77 Enables recognition of third country trade repositories, 
enabling EU entities to report transactions to them for the 
purpose of meeting reporting requirements

Derivatives contract trade reporting obligations Requires entity recognition as well as jurisdiction 
equivalence. No equivalence decisions or recognitions 
have been made under this provision

MiFID / MiFIR

MiFID II Article 25(4)
MiFIR Articles 1, 23 28, 33, 38 and 47

Third country investment firms may offer cross-border 
services in the EU without establishing a branch

Trading of shares, bonds, derivatives and other securities, 
as well as advice and other investment services

Investment advice and other services can only be provided 
to professional clients and other eligible counterparties

Where share or derivatives trading obligations apply, these 
can be traded on equivalent third country venues and 
permits avoidance of appropriateness tests for certain 
execution-only services

A trading venue established in an equivalent  third country 
may request access to an EU CCP and a recognised CCP 
established in an equivalent third country may request 
access to a trading venue in the EU

Requires CCP recognition as well as jurisdiction-level 
equivalence. 
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What can you do under key equivalence provisions?
Part 1
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Equivalence Provision Effect Products or services covered Comments

CRD IV / CRR

CRR Article 107(4)

EU banks and investment firms can treat exposures to third 
country investment firms, credit institutions, clearing 
houses and exchanges the same as exposures to an EU 
institution, resulting in the same treatment for prudential 
purposes.

Not product or service specific, but makes interacting with 
entities from equivalent third countries more commercially 
viable due to same treatment of exposures as EU entities

Doesn’t grant market access for credit institutions from 
equivalent third countries
No equivalence regime existing for deposit services

CSDR

Article 25(9)
Enables recognition of third country central securities 
depositories to permit them to service EU securities

EU securities serviced by third country depositories Temporary equivalence has been granted to UK CCPs and 
Central Securities Depositories as a result of Brexit. 
Equivalence will become effective in the event of a No Deal

Benchmarks Regulation

Article 30

Equivalence is one route to permit the use of benchmarks 
administered in third countries to be used by EU entities in 
financial instruments

All uses of benchmarks (as defined under BMR 3.1.7) by 
supervised EU firms.

Restriction on use of third country benchmarks currently 
not applicable (entry into force as from 1 January 2022)
Equivalence given for the first time in 2019 to Australia and 
Singapore

AIFMD

Articles 36-39

Enables access to the single market for marketing 
purposes

Non-EU alternative investment funds (AIFs) and fund 
management services offered in the EU

Restricted to marketing to professional investors and 
member states have the right to impose stricter 
requirements on the marketing of non-EU AIFs. Access 
may also be available without equivalence where member 
states have national private placement regimes in place
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What can you do under key equivalence provisions?
Part 2



PwC

Equivalence Provision Effect Products or services covered Comments

Solvency II

Article 172
Reinsurance contracts purchased from equivalent third 
country reinsurers are treated the same as contracts from 
EEA reinsurers

Reinsurance Does not provide market access, but makes purchasing 
reinsurance from outside the EEA more commercially 
attractive 

Article 227

EEA insurance groups with entities in equivalent third 
countries may utilise local rules for capital requirements 
and own funds for that entity when considering group 
solvency calculations

Group solvency calculation (of EEA groups only) Only directly beneficial to EEA firms, not firms in the 
equivalent third country

Article 260
Enables reliance on home state group supervision by 
equivalent third country supervisors for third country groups 
with EEA entities

Group supervision (of non-EEA groups) Without equivalence, other provisions within Solvency II 
relating to group supervision may apply which may 
duplicate aspects of supervision for those groups affected
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What can you do under key equivalence provisions?
Part 3
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