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Regulatory developments | July / August 2018 

EU EBA Issued on Opinion 
on the Swedish Financial 

Supervisory Authority's 
notification on proposed 

measures to apply a stricter 
national measure for credit 

institutions. 

It applies to those institutions that use the Internal Ratings Based approach 

to calculate regulatory capital requirements applicable to retail exposures 

collateralised by property in Sweden. The EBA does not object 

to the adoption of the proposed measure. 

EU EBA Published an updated ITS 
package for 2019 benchmarking 

exercise. 

The ITS include all benchmarking portfolios that will be used for the 2019 

benchmarking exercise. 

EU EC Vice-President of the European 

Commission, Valdis 
Dombrovskis, spoke at a public 
hearing on "Making the Capital 

Markets Union work for retail 
investors". 

He emphasised that regulations such as PRIIPs, MiFID II and UCITS should 

"help renew the confidence of investors in financial markets". Dombrovskis 

also restated that the Commission is taking additional actions to help retail 

investors find the best offers available in the market, such as requesting 

the ESAs to report on the cost and past performance of the main categories 

of retail investment, insurance and pension products. This will be published 

by the end of the year. 

EU EC Vice-President Valdis 
Dombrovskis gave a speech 
at the Insurance Europe 

conference, on Solvency II. 

The speech focused on the Pan-European Pension Product, sustainable 

finance, and the review of Solvency II. He said that it is appropriate at this 

time to revise some of the rules on deferred taxes in Solvency II, but that 

the proposal on interest rate risk could be reviewed in 2020 rather than this 

year. He also stated that the 2020 review would be broader than the long-

term guarantee measures. 
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http://www.eba.europa.eu/documents/10180/2137845/EBA+Opinion+on+measures+in+accordance+with+Article+458+%28EBA-Op-2018-06%29.pdf
http://www.eba.europa.eu/-/eba-publishes-updated-its-package-for-2019-benchmarking-exercise
https://ec.europa.eu/commission/commissioners/2014-2019/dombrovskis/announcements/opening-speech-vice-president-valdis-dombrovskis-making-capital-markets-union-work-retail-investors_en
https://ec.europa.eu/commission/commissioners/2014-2019/dombrovskis/announcements/keynote-speech-vice-president-valdis-dombrovskis-insurance-europe-conference-solvency-ii_en


Regulatory developments | July / August 2018 

EU ECB Announced the methodology 
for calculating Euro Short-Term 

Rate (ESTER), an overnight 
unsecured rate based entirely 

on money market statistical 
reporting, will start to be 

published by October 2019. 

The Governing Council also released the time-lagged publication of daily 

rate, volume and dispersion data based on the main methodological 

features of the forthcoming ESTER, called pre-ESTER. The first publication 

of pre-ESTER covers historical time series data for the reserve maintenance 

periods from 15 March 2017 to 2 May 2018. Regular releases for each 

reserve maintenance period will be issued from the summer 

of 2018 onwards. 

EU ECB Benoît Cœuré, Member 
of the Executive Board 

of the ECB, gave a speech 
at the Central Bank Payments 

Conference on "The future of 
financial market infrastructures: 
spearheading progress without 

renouncing safety". 

He talked of the risks associated with new technologies such as distributed 

ledger technology and crypto-assets, that still fail to ensure clear 

and legally certain settlement finality. He said central banks should 

continue to study new technologies closely and experiment and engage with 

the industry, but also draw on less-disruptive existing technologies to make 

current payment systems more efficient and safer. This second objective 

entails making retail payment systems instant and available 24/7, 

modernising the RTGS systems and enhancing cyber resilience. 

EU ECB Published a working paper 

on the Expected Loss Best 
Estimate and Lost Given Default 
in-default: tackling capital 

requirements after 
the financial crisis. 

The paper proposes to construct advanced Internal-Ratings Based models 

for default exposures, as the ECB deems the current regulatory guidelines 

too general and potentially causing great variability in risk-weighted assets 

between institutions. The proposed methodologies aim to enable model 

comparability that can be adopted by most institutions. 
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https://www.ecb.europa.eu/paym/initiatives/interest_rate_benchmarks/shared/pdf/ecb.ESTER_methodology_and_policies.en.pdf
https://www.ecb.europa.eu/press/key/date/2018/html/ecb.sp180626.en.html
https://www.ecb.europa.eu/pub/pdf/scpwps/ecb.wp2165.en.pdf?381824009be9bcc13226fb7d52a76b00
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EU EIOPA Published an Opinion on 
disclosure of information 

to customers with regards 
to the impact of the withdrawal 

of the United Kingdom from 
the European Union. 

This latest Opinion reminds national supervisory authorities about the duty 

of insurance firms and insurance intermediaries to inform customers 

and beneficiaries about the possible impact of Brexit on insurance contracts 

and the relevant contingency measures taken by insurance firms. 

The Opinion concerns both existing contracts and those contracts which 

would have been terminated by the Withdrawal date but for which open 

claims exist or might be reported thereafter. 

 

EU EIOPA Published its Financial Stability 
Report for spring 2018. 

The report found that insurance undertakings are, on average, adequately 

capitalised and deliver positive profitability despite the low yield 

environment. However, significant disparities across undertakings 

and countries can be observed. Furthermore, the report examines insurers’ 

equity investments, with results suggesting that macroeconomic 

and company-specific indicators could explain changes in shares of equities 

in insurers’ portfolios. 

 

EU ESMA Hosted a workshop for national 

supervisors on closet indexing. 

The workshop followed ESMA's public statement on "Supervisory Work 

on Potential Closet Indexing Tracking" from February 2016 

and, by facilitating discussion on insights and good practices among 

supervisors, aimed to enhance convergence in the supervision of closet 

indexing. 

 

EU ESMA Executive Director Verena Ross 

spoke on Legal Entity Identifiers 
(LEIs) under MiFID II. 

ESMA has observed a "stable and substantial increase" in the use of LEI, 

with only 0.6% of the EU instruments published at the end of April missing 

the correct LEI. ESMA's priorities in this area for the next year will include 

the Prospectus Regulation and the Securities and Financing Transactions 

Regulation, which respectively mandate LEI requirements for 

the prospectus issuer and the parties involved in securities financing 

transactions and their beneficiaries. 
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https://eiopa.europa.eu/Publications/Opinions/EIOPA-BoS-18-119-Opinion%20on%20Disclosure.pdf
https://eiopa.europa.eu/Publications/Reports/Financial_Stability_Report_Spring_2018.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-hosts-workshop-national-supervisors-closet-indexing
https://www.esma.europa.eu/sites/default/files/library/esma_speech_verena_ross_lei.pdf


Regulatory developments | July / August 2018 

Int’l BIS Claudio Borio, head 
of the Monetary and Economic 

Department at the BIS, spoke 
on macroprudential frameworks. 

He noted that despite the progress in implementation of macroprudential 

frameworks, more needs to be done. Further work is required to better 

identify risks and calibrate macroprudential tools accordingly, to develop 

tools that target the non-banking sector and to implement mechanisms 

to address "cross-country leakages". He also observed that macroprudential 

measures need to be embedded in a more holistic macro-financial stability 

framework. 

 

Int’l BIS Issued a technical amendment 
to the Net Stable Funding Ratio 

(NSFR). 

Effective immediately, this amendment to the NSFR standard allows 

reduced required stable funding factors for central bank claims with 

a maturity of more than six months, subject to a floor of 5%. This 

amendment aims to provide greater flexibility in the treatment 

of extraordinary central bank liquidity-absorbing monetary policy 

operations. 

 

Int’l FSB Assessed financial 
vulnerabilities and took stock 

of actions under its 2018 work 
plan. 

The report highlighted that after a decade of very low interest rates, 

financial institutions and markets may not be sufficiently prepared for 

adverse risks. Furthermore, it stipulated that the FSB does not view crypto-

assets as a risk to global financial stability, but that crypto-assets can give 

rise to issues regarding consumer and investor protection, crime, money 

laundering and terrorist financing. 

 

Int’l FSB Regional Consultative Group for 
Europe met and discussed 
current financial vulnerabilities, 

including global and regional 
macroeconomic and financial 

market developments. 

In particular, the group discussed reforms in interest-rate benchmarks 

across Europe and the implementation of EU benchmark legislation. 

Members also discussed the importance of implementing the FSB’s 

recommendations to address vulnerabilities from asset management 

activities, including those being operationalised by the International 

Organization for Securities Commissions. 
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https://www.bis.org/speeches/sp180624a.pdf
https://www.bis.org/bcbs/publ/d444.pdf
http://www.fsb.org/2018/06/fsb-assesses-financial-vulnerabilities-and-takes-stock-of-actions-under-its-2018-workplan/
http://www.fsb.org/wp-content/uploads/R270618.pd
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EU EBA Published a report assessing 
the risks and opportunities from 

FinTech, and published another 
on its impact on incumbents' 

business models. 

The EBA assessed the micro-prudential risks of seven use cases 

of technologies in the banking industry, including biometric authentication, 

mobile wallets and robo-advice. Its business models report set out five 

factors that might significantly affect incumbents' business models from 

a sustainability perspective. This includes legacy ICT systems, operational 

capacity and staff retention. 

 

EU ECB Published a report on recovery 

plans, to share the best 
practices identified after three 
cycles of analysing significant 

institutions’ recovery plans.  

The report clarifies the supervisory experience with certain requirements, 

and provides insights into good practices adopted by some banks that may 

help other institutions to improve their own plans. The report does not 

impose additional requirements, but highlights that when the ECB assesses 

recovery plans, its main focus is ensuring that they can fulfil their purpose 

of enhancing the resilience of banks. 

 

EU ECB Published the 2018 SSM SREP 

methodology for less significant 
institutions (LSIs). 

The methodology consists of four elements: business model assessment; 

governance and risk management assessment; assessment of risks to 

capital; and assessment of risks to liquidity and funding. The methodology 

will be implemented by national competent authorities in an optional 

staggered approach, beginning in 2018 with high-priority LSIs and applying 

to all LSIs by 2020. 

 

Int’l   BCBS The BCBS published its revised 
assessment methodology 
and the higher loss absorbency 

requirement for globally 
systemically important banks 

(G-SIBs). 

The revised methodology for calculating G-SIB scores confirms 

the fundamental structure of the G-SIB framework and introduces 

a number of enhancements, including amendments to the definition 

of cross-jurisdictional indicators, the introduction of a trading volume 

indicator and modification of the weights in the suitability category. 

The revised methodology is expected to be implemented by 2021. 
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http://www.eba.europa.eu/-/eba-assesses-risks-and-opportunities-from-fintech-and-its-impact-on-incumbents-business-models
http://www.eba.europa.eu/documents/10180/2270909/Report+on+the+impact+of+Fintech+on+incumbent+credit+institutions%27%20business+models.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.reportrecoveryplans201807.en.pdf?cf305b99ef1ddc362726523703c6b371
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.srep_methodology_booklet_lsi_2018.en.pdf?fba1f4088e94275b0ef3a7514fd5c279
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2018/cp1418.pdf?la=en&hash=2064556298D833E487D0D9E504DF1E717CE07C29
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Int’l BIS The Committee on the Global 
Financial System (CGFS) 

published a paper on 
the implications of a prolonged 

period of low interest rates. 

It found that a "low for long" scenario would be harder on insurers 

and pension funds than on banks. Even though the CGFS analysis 

did not show that measures of firms' financial soundness dropped 

significantly, prolonged low rates could still involve material risks 

to financial stability. In particular, a "snapback", involving an unexpected 

sudden increase in market rates from currently low levels, could affect 

banks' solvency and create liquidity issues for insurers and pension funds. 

 

Int’l FSB Published a consultation on 

a Cyber Lexicon to standardize 
the language used by regulators 
when dealing with cyber issues. 

The Lexicon is part of the FSB's work following its 2017 Stocktake 

of Publicly Released Cybersecurity Regulations, Guidance and Supervisory 

Practices. It is being developed in response to a request by the G20, 

and a final version will be delivered at the November G20 Leaders Summit 

in Buenos Aires. 

 

Int’l IAIS Released the draft Application 
Paper on Supervision of Insurer 

Cybersecurity for public 
consultation 

The Application Paper is intended to provide further guidance to supervisors 

seeking to develop or enhance their approach to supervising the cyber risk, 

cybersecurity, and cyber resilience of insurers. It is based on the G7 

fundamental elements of cybersecurity for the financial sector, and will 

incorporate the terminology of the FSB’s Cyber Lexicon once it is finalized. 

 

Int’l IAIS Released the draft Application 
Paper on the Composition 
and the Role of the Board 

for public consultation 

This draft Application Paper is a follow up to the findings from the Self-

Assessment and Peer Review (SAPR) conducted by the IAIS in 2014, 

which showed a need for more proactive supervision of governance 

by the insurance supervisors. The most common challenge to full 

observance of some of the standards concerning supervision of the Board 

activities were the robustness and frequency of the supervisor’s 

assessments of some aspects of the Board’s performance. The IAIS 

also noted in the SAPR that some challenges related to supervision 

of the Board’s composition and functioning should be addressed 

by providing supervisors with good practices and tools. 
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https://www.bis.org/publ/cgfs61.pdf
http://www.fsb.org/2018/07/fsb-publicly-consults-on-cyber-lexicon/
https://www.iaisweb.org/page/consultations/current-consultations/application-paper-on-cyber-security
https://www.iaisweb.org/page/consultations/current-consultations/application-paper-on-the-composition-and-the-role-of-the-board
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UK, US 

and global  

FCA, CFTC 

and FSB 

Andrew Bailey, Chief Executive 
of the Financial Conduct 

Authority, J. Christopher 
Giancarlo, Chairman of the U.S. 

Commodity Futures Trading 
Commission (CFTC), and 

Commissioners Brian Quintenz 
and Rostin Behnam, as well as 
the Financial Stability Board 

(FSB) released statements on 
benchmark reform. 

The authorities set out a future in which overnight risk free rates (RFRs) 

would underpin the majority of transactions (rather than LIBOR), with RFR-

derived term rates being used for a minority of transactions. They took 

the view that for some products, firms should not wait for term rates 

and could transition to RFRs for new contracts now. Fall back rates would 

also be predominantly based on overnight RFRs. Furthermore, the FCA 

and CFTC set out clear expectations, including that firms demonstrate 

to supervisors that they have a good understanding of their financial 

exposures and risks and are making efforts to address them. Andrew Bailey 

detailed key obligations that firms owe their clients, including that they 

must disclose risks “in an understandable way” and consider whether 

certain investments remain suitable for particular clients. 

 

EU EC Adopted delegated acts relating 
to UCITS and Alternative 
Investment Funds (AIFs) 

Both delegated acts aim to eliminate differing interpretations among firms 

and national regulators around the safekeeping of assets. They both aim 

to clarify that UCITS, AIFs and other client assets can be commingled 

at the level of the first custodian under the condition that they are initially 

held by the same depositary. 

 

EU ECB Announced that it will set bank-
specific supervisory 

expectations for the provisioning 
of non-performing loans (NPLs). 

The ECB announced further steps in its supervisory approach for addressing 

the stock of NPLs in the euro area. Bank-specific expectations will be set 

based on a benchmarking of comparable banks and an individual bank’s 

current NPL ratio and main financial features. 
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https://www.fca.org.uk/news/speeches/interest-rate-benchmark-reform-transition-world-without-libor
https://www.fca.org.uk/news/speeches/interest-rate-benchmark-reform-transition-world-without-libor
https://www.cftc.gov/PressRoom/SpeechesTestimony/giancarlostatement071218
https://www.cftc.gov/PressRoom/SpeechesTestimony/giancarlostatement071218
http://www.fsb.org/2018/07/fsb-issues-statement-on-reforms-to-interest-rate-benchmarks/
https://ec.europa.eu/info/news/investment-funds-providing-more-clarity-safekeeping-assets-2018-jul-12_en
https://www.bankingsupervision.europa.eu/press/pr/date/2018/html/ssm.pr180711.en.html
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EU ECON The ECON Committee 
of the European Parliament 

issued a briefing on 
implementing measures under 

the Benchmarks Regulation. 

It sets out the issues that are expected to be covered by the forthcoming 

Regulatory Technical Standards, including rules on input data 

and the authorisation/registration of an administrator. 

 

EU ESMA Issued a consultation paper 

proposing amendments 
to the tick size regime. 

Owing to issues arising from the application of the tick size regime 

to financial instruments, where only a marginal proportion of trading 

is executed on EU trading venues and the main pool of liquidity is located 

outside the EU, ESMA proposed new rules. These allow the relevant national 

competent authority (NCA) to adjust the average daily number 

of transactions of those instruments in order to consider more 

comprehensive trading data. They also set conditions governing how 

NCAs make any adjustments based on numerical evidence of the location 

of the most liquid trading venue and a threshold for the minimum number 

of daily transactions. 

 

EU ESMA Published a consultation paper 

on the clearing obligation under 
EMIR covering the amending 

draft RTS regarding 
the treatment of intragroup 
transactions with a third-country 

group entity. 

ESMA has proposed temporarily to prolong the exemption date until 

21 December 2020 for interest rate derivative classes denominated 

in the G4 currencies, Credit Default Swaps and Interest Rate Swaps. 

 

EU ESMA Updated its Q&As on MiFID II 

and MiFIR investor protection 
and intermediaries. 

The updates provide clarification on the provision of free research during 

a trial period regarding portfolio management or independent advice, such 

as the trial period being strictly defined and limited in time and not lasting 

for longer than three months to qualify as a “minor non-monetary 

benefits”; and examples of investment products belonging to different 

categories for the purpose of the reverse solicitation regime, 

such as non complex debt instruments. 
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http://www.europarl.europa.eu/cmsdata/150927/ECON_Scrutiny_Paper_%20BMR.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-consults-tick-size-regime
https://www.esma.europa.eu/sites/default/files/library/esma70-151-1530_consultation_paper_no.6_on_the_clearing_obligation_intragroup.pdf
https://www.esma.europa.eu/sites/default/files/library/esma35-43-349_mifid_ii_qas_on_investor_protection_topics.pdf
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EU ESMA Published details of its action 
plan for Systematic Internaliser 

(SI) regime calculations ahead 
of their publication 

on 1 August 2018. 

ESMA said it will only publish data for equity, equity-like instruments 

and bonds for the time being. Due to data incompleteness, ESMA has taken 

a decision to postpone the publication for derivatives and other instruments 

to 1 February 2019, and SIs will have to comply with the obligations 

for these instruments from 1 March 2019. 

 

EU ESMA Launched two consultation 

papers under the Prospectus 
Regulation, on minimum 
information content and risk 

factors. 

The first consultation paper contains draft technical advice on the minimum 

content needed in the context of offers for admission to trading of securities 

related to takeovers, mergers, and divisions. The second paper sets out 

draft guidelines on risk factors to be featured in a prospectus. Typical 

categories include risks related to the issuer's financial situation 

and business activities and industry; legal and regulatory risk; internal 

control risk; and environmental, social and governance risks. 

 

EU EBA Published its final Guidelines 

on fraud reporting under PSD2. 

The updated Guidelines concern aggregate fraud data reporting by 

competent authorities to the EBA and the ECB, and fraud data reporting 

applicable to Payment Service Providers. The EBA has changed 

the reporting frequency from a set of data on a quarterly frequency 

and a more detailed set of data on a yearly frequency, to a single set 

of data on a semi‐annual frequency. The geographical area has been 

reduced to the same area for all of the requirements in the guidelines (with 

no country‐by‐country data requirement), and the number of categories of 

fraudulent transactions to be reported has been reduced from three to two, 

with fraudulent transactions where the payer is the fraudster now no longer 

within the scope of the guidelines. 

 

EU EBA Published final guidance 
to strengthen the Pillar 2 

framework 

The final guidance included changes to the supervisory review 

and evaluation process (SREP) guidelines, revised guidelines on 

the management of interest rate risk in the banking book (IRRBB), 

and revised guidelines on stress testing. The changes will enhance 

the requirements for supervisory stress testing in the SREP, reflect 

developments from the Basel Committee on Banking Standards in 

the IRRBB guidelines, and incorporate recovery planning in the guidelines 

for stress testing. 
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https://www.esma.europa.eu/press-news/esma-news/esma-sets-out-plan-systematic-internaliser-regime-calculations-and-publications
https://www.esma.europa.eu/sites/default/files/library/esma31-62-962_consultation_paper_on_minimum_information_content_for_prospectus_exemption.pdf
https://www.esma.europa.eu/sites/default/files/library/esma31-62-962_consultation_paper_on_minimum_information_content_for_prospectus_exemption.pdf
https://www.esma.europa.eu/sites/default/files/library/esma31-62-996_consultation_paper_on_guidelines_on_risk_factors.pdf
https://www.esma.europa.eu/sites/default/files/library/esma31-62-996_consultation_paper_on_guidelines_on_risk_factors.pdf
http://www.eba.europa.eu/documents/10180/2281937/Guidelines+on+fraud+reporting+under+Article+96%286%29%20PSD2+%28EBA-GL-2018-05%29.pdf
http://www.eba.europa.eu/-/eba-publishes-final-guidance-to-strengthen-the-pillar-2-framework
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EU EC Referred Slovenia and Spain 
to the Court of Justice for failing 

to fully enact EU rules 
on the markets in financial 

instruments directive (MiFID II). 

The Commission has referred Slovenia and Spain to the Court of Justice 

for failure to transpose MiFID II regulations fully.  It stated that this left 

markets in a vulnerable state as trading venues would not be subject 

to the stringent rules imposed under MiFID II. Furthermore, NCAs are not 

able to deliver legally sound authorisations or, at best, authorisations would 

not fully reflect the current state of play within the single market.  

 

EU ESA Published further guidance with 

updated Q&As, an updated flow 
diagram on risk and reward 
calculations, and a letter 

to the Commission on the Key 
Information Document (KID) for 

Packaged Retail and Insurance-
based Investment Products 
(PRIIPs). 

The Q&As clarified, among other things, that when the recommended 

holding period (RHP) of the PRIIP is less than 1 year, it should be assumed 

that the performance scenarios should reflect the projected return over 

the RHP, whilst the disclosure obligations in the performance scenarios 

for over 1 year and half of the RHP would not be applicable.  

In its letter to the Commission, the ESAs noted that concerns have been 

raised that, in the absence of guidance on the application of the scope 

of the Regulation, product manufacturers are no longer making certain 

products available to retail investors. This is particularly the case for bond 

markets: the ESAs have been made aware of analysis in some Member 

States indicating that there has been more than a 60% reduction in 

the number and overall volume of low denomination issuances by non-

financial corporates in the first quarter of 2018, compared to the first 

quarter of 2017.The ESAs call upon the European Commission to provide 

detailed public guidance “as a matter of urgency” on which types 

of products, and in particular bonds, fall within the scope of the Regulation.  

 

EU ESMA Updated its Q&As on 
the Benchmarks Regulation. 

The update clarified that calculation agents are not considered “users” 

of benchmarks for the purposes of the regulation, and that a benchmark 

can still qualify as a “regulated data benchmark” even if a third party 

is involved in the process of obtaining the data. 
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http://europa.eu/rapid/press-release_IP-18-4530_en.htm
https://esas-joint-committee.europa.eu/Publications/Technical%20Standards/Questions%20and%20Answers%20on%20th%20PRIIPs%20KID.pdf
https://esas-joint-committee.europa.eu/Publications/Technical%20Standards/Flow%20diagrams%20for%20the%20risk%20and%20reward%20calculations.pdf
https://esas-joint-committee.europa.eu/Publications/Letters/JC%202018%2021%20%28PRIIPs%20Joint%20Letter%20to%20COM%20on%20Scope%29%20GBE.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-145-114_qas_on_bmr.pdf
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EU ESMA Finalised standards for 
the implementation 

of the Prospectus Regulation. 

The standards cover multiple areas under the Regulation, including 

key financial information to be disclosed by issuers for the prospectus 

summary, data for classification of prospectuses and the practical 

arrangements to ensure that such data is machine-readable. 

 

EU ESMA Published supplementary 

guidance on the application 
of the endorsement regime 

for non-EU credit ratings under 
the Credit Ratings Agencies 
Regulation (CRAR), 

and Consulted on revising 
guidelines on periodic reporting 

by credit rating agencies (CRAs). 

The guidelines clarified the ways for an EU CRA to ensure that an endorsed 

credit rating issued by a third-country CRA meets the requirements which 

are at least "as stringent as" those set out in the CRAR, and therefore can 

pass the test for endorsement. The guidelines consulted on the possibility 

of introducing an updated approach to determine a CRA's reporting 

obligations, and more proportionate reporting requirements for different 

entities. 

 

Int’l FSB Published a report setting out 
a framework developed with 

the CPMI to monitor crypto-
assets markets  

The FSB found that crypto-assets do not present a significant risk 

to financial stability at this time, but acknowledged the need for vigilant 

monitoring given the pace of market developments. The metrics included 

in the framework include, but are not limited to, the size and growth 

of crypto-assets markets, the use of leverage, financial institutions' 

exposure, trading volumes, pricing, clearing and margining. 
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https://www.esma.europa.eu/sites/default/files/library/esma31-62-1002_final_report_on_draft_rts_under_the_new_prospectus_regulation.pdf
https://www.esma.europa.eu/sites/default/files/library/esma33-9-246_final_report_supplementary_guidelines_on_endorsement.pdf
https://www.esma.europa.eu/sites/default/files/library/esma33-9-252_revised_guidelines_on_periodic_reporting.pdf
http://www.fsb.org/wp-content/uploads/P160718-1.pdf
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Int’l FMSB The FICC Markets Standards 
Board (FMSB) published a report 

on Behavioural Cluster Analysis 
Misconduct Patterns in Financial 

Markets. 

The report identifies the core behaviours which occur most frequently 

in market misconduct cases. Each section provides descriptions 

of the relevant behavioural patterns, variants on the patterns where 

evident, selected case studies and additional reference sources. 

The analysis is intended to assist market participants working on the design 

and enhancement of systems for oversight and control. The FMSB found 

that there are a limited number of repeated behavioural patterns – there 

are some 25 behavioural patterns evident in market misconduct cases 

which could be grouped into seven broad categories of behaviour (price 

manipulation, circular trading, collusion and information sharing, inside 

information, reference price influence, improper order handling, 

and misleading customers). It also found that these patterns repeat 

and recur, are jurisdictionally and geographically neutral, occur in different 

asset classes and that behaviours adapt to new technologies and market 

structures. 

 

EU EBA Published its final draft 

regulatory technical standards 
(RTS) on home-host cooperation 
and the exchange of information 

between competent authorities 
under PSD2. 

The RTS clarifies the type of information as well as the templates to be 

used by payment institutions when reporting to competent authorities. 

The proposed cooperation framework specifies the procedure for requests 

and replies for cooperation and exchange of information between 

competent authorities, including single contact points, language, 

standardised forms and timelines. 

 

EU EIOPA Published a CP on resolution 
funding and national insurance 
guarantee schemes. 

EIOPA is of the view that a minimum degree of harmonisation in the field 

of policyholder protection in the EU would benefit policyholders, 

the insurance market and, more broadly, financial stability in the EU 

and is seeking feedback on the design features of insurance guarantee 

schemes, such as ownership structure or policyholder eligibility. 

 
  

13

https://fmsb.com/wp-content/uploads/2018/07/BCA_v32_1.pdf
http://www.eba.europa.eu/documents/10180/2298183/Draft+RTS+on+home-host+cooperation+under+PSD2+%28EBA-RTS-2018-03%29.pdf
https://article.signalmedia.co/446b796a-153f-318c-b78d-829b455dac77?u=e2b6378c-9947-429a-a162-ca5de7bc1f04&origin=csv


Regulatory developments | July / August 2018 

EU EIOPA Published the third of a series 
of papers on systemic risk 

and macro-prudential policy 
in the insurance sector. 

The paper looks at tools and measures to enhance the current regulatory 

framework. The paper focuses on whether specific instruments should 

be considered further, and is relevant to the upcoming Solvency II review. 

EIOPA carried out an analysis focusing on four categories of tools: Capital 

and reserving-based tools; Liquidity based tools; Exposure-based tools; 

and Pre-emptive planning.  EIOPA also considered whether the tools should 

be used for enhanced reporting and monitoring or as intervention power.  

 

EU ESMA Published a final report from 
its peer review on the guidelines 

on exchange traded funds 
and other UCITS issues. 

The review assessed six national competent authorities, including the FCA, 

and identified a number of deficiencies in their supervision of efficient 

portfolio management by UCITS. Among other things, the report noted that 

the UK's regulatory framework on collateral requirements breaches 

the guidelines because of exemptions for securities lending programmes 

by Central Securities Depositories. It also found that the UK and Spain 

are only partially compliant with disclosure to end-investors, internal risk 

management and the investment mandate requirements.  

 

EU ESMA Updated its guidelines 

on temporary product 
intervention measures 

restricting the marketing, 
distribution or sale of CFDs 
and binary options to retail 

clients. 

In particular, ESMA clarified that turbo certificates are not within the scope 

of the CFD decision, and structured finance products are also excluded from 

the scope of the binary option decision and the CFD decision. However, 

firms should pay attention to the leverage made available to retail clients, 

and whether products are offered on terms that are in the client's best 

interests. 
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EU ESMA Has made new data under MiFID 
II available for bonds subject 

to the pre- and post-trade 
requirements, and for 

the systematic internaliser (SI) 
calculations for equity, equity-

like and bond instruments. 

The new data indicates the bond liquidity classification, which takes effect 

from 16 August. Separately, ESMA published SI calculations for equity, 

equity-like instruments and bonds. For each specific instrument/sub-class, 

an investment firm is required to compare the trading it undertakes on its 

own account versus the total volume and number of transactions executed 

in the EU. If the investment firm exceeds the relative thresholds it will be 

deemed an SI and will have to fulfil the SI-specific obligations for equity, 

equity-like instruments and bonds by 1 September 2018. 

 

Int’l IAIS The IAIS and the Sustainable 
Insurance Forum, jointly 

published an issues paper 
on climate change risks 

to the insurance sector, 
following a public consultation 
that was undertaken in April. 

In addition to outlining the risks from climate change that may affect 

the insurance sector, and their relevance to insurance supervisors, 

the paper also discussed the applicability of the Insurance Core Principles 

to climate change, which the IAIS believes can help guide supervisory 

responses. 

 

Int’l IAIS Launched a public consultation 
for its draft issues paper 

on the increasing use of digital 
technology in insurance and its 
potential impact on consumer 

outcomes. 

The focus of the paper is on product design and underwriting, along with 

marketing, sales and distribution aspects of the insurance value chain. 

The paper also includes some recommendations for supervisors to embrace 

technological innovation in the future, including upskilling their staff, 

adopting SupTech solutions (the use of fintech by supervisory authorities. 

Regtech is the use of fintech for compliance purposes and reporting by 

regulated financial institutions), and cooperating across jurisdictions with 

other supervisors to maximise information sharing. The consultation is open 

until 30 August 2018. 
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Regulatory developments | July / August 2018 

Int’l IAIS Published a consultation on risk-
based global insurance capital 

standard version 2.0. 

The purpose of this consultation is to solicit feedback on incremental costs 

and benefits of the ICS for internationally active insurance groups from 

stakeholders on the ICS ahead of the completion of ICS Version 2.0, 

scheduled for late-2019. It covers both issues related to the ICS Version 

2.0 monitoring period, and the technical aspects of the design 

and calibration of the standard. 

 

Int’l IOSCO Issued recommendations 

on mechanisms used by trading 
venues to manage extreme 

volatility and preserve orderly 
trading. 

The report recommended that trading venues should have appropriately 

calibrated and monitored volatility controls, and better communicate with 

one another when such controls are triggered. It noted that communication 

is particularly relevant where the same instruments are traded across 

multiple venues in the same jurisdiction. IOSCO also recommended that 

information about the mechanisms and when they are triggered should be 

made available to regulatory authorities, market participants, 

and if appropriate, the public. 

 

ECB EU Ed Sibley, Deputy Governor 

of the Central Bank of Ireland, 
gave a speech on the topic 

of diversity.  

Sibley highlighted three key findings from research published in 2017 

and 2018 by the CBI: (i) there is a lack of diversity at senior levels in Irish 

banks; (ii) there are significant differences in the maturity and ambition 

of the approaches taken by the banks to diversity and inclusion and; 

(iii) not enough data is being collected and initiatives to improve diversity 

and inclusion are not generally being assessed and measured to ensure 

their effectiveness. He said the CBI expects banks to have diversity 

and inclusion policies, and identify actions that would enhance diversity 

of thought at the Board, executive, and in key committees. 
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IOSCO Int'l Consulted on governance 
arrangements for over-the-

counter derivatives, to develop 
global guidance on 

the harmonisation of data 
elements reported to trade 

repositories and for 
the aggregation of data 
by authorities. 

The report identified key criteria, functions and bodies for the governance 

arrangements for critical data. It discussed the key criteria for critical data 

elements (CDE) maintenance and governance, the different areas of CDE 

governance and governance functions, and a proposed allocation of 

the governance functions to different bodies, i.e. the Maintenance Body 

(the entity allocated to carry out maintenance of the CDE Data Standards), 

the International Governance Body (the body allocated to carry out 

specified governance functions for the CDE) and Authorities (national 

or regional relevant authorities). 

 

FSB Int'l Launched a thematic peer 
review on the implementation 

of the Legal Entity Identifier 
(LEI) 

The review aims to evaluate the progress made by FSB members 

in adopting the LEI, designed to support identification and management 

of financial risks. Specifically, the review intends to take stock 

of the approaches and strategies used to implement the LEI, assess 

whether current levels and rates of LEI adoption are sufficient, and identify 

the challenges FSB members face and make recommendations. 

The review findings will be published in the first half of 2019.  

 

EBA EU 
Launched consultations 

on supervisory reporting 
for the reporting framework 

and prepared for its modular 
release. 

The EBA launched three consultations amending the Implementing 

Technical Standards on version 2.9 of the EBA’s evolving supervisory 

framework. The proposed revisions cover three areas: on COREP, 

they include a major revision of securitisation templates; on FINREP, 

they include an amendment of non-performing and forborne exposures 

reporting; and on COREP-LCR, they include a review based on the coming 

new LCR delegated act. 
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BCBS Int'l 
Released a technical amendment 
on additional Pillar 3 disclosure 

requirements. 

The amendment applies to those jurisdictions implementing an expected 

credit loss (ECL) accounting model and those adopting transitional 

arrangements for the regulatory treatment of accounting provisions. 

The amendment will provide users with disclosers that fully reflect 

any transitional effects from the impact of ECL accounting on regulatory 

capital. 

This quarter 

List of regulatory publications and events expected this quarter 

Bank prudential framework Due Date 

Int’l FSB Progress report on shadow 
banking 

Q3/Q4 
2018 

Insurance prudential framework 

EU EIOPA EIOPA will conduct a stress test 
of the insurance sector 

Q4 2018 

Int’l FSB FSB to publish new list of G-SIIs Q4 2018 

Conduct and competition 

EU ESMA ESMA to publish guidance on fund 

performance fees 

Q3 2018 

Payments, technology and innovation 

EU ESMA Initial Coin Offering market 
analysis  

Q3 2018 

Economic and Monetary Union 

EU EC Expected communication on 
corporate bond market liquidity 

Q3 2018 

Capital market structures  

Overdue EU ESMA ESMA to consult on a procedure for 

imposing leverage limits on 
investment funds 

Q2 2018 

Overdue EU ESMA ESMA to consult on guidance on 

the use of liquidity management 
tools for investment funds 

Q2 2018 

Overdue EU EC Consultation on corporate bond 
market liquidity 

Q2 2018 

EU ESMA ESMA to publish fund stress testing 
principles 

Q3 2018 
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