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A snapshot of the regulatory agenda at
your fingertips for the EU and Luxembourg
The 2022 version of the Deloitte regulatory poster
provides an essential snapshot of the latest
regulatory trends and associated challenges for
market participants, ranging from the new rules
on investment management, investment advisory,
banking and insurance to the upcoming legislative
milestones for sustainable finance and retail
investments.
This interactive document is a crisp update of the
changes slated for 2022, a year that is set to
deliver several key commitments of the 2020
Capital Markets Union (CMU) action plan. This
comprehensive package aims to better connect
EU companies with investors, improve access
to funding, broaden investment opportunities
for retail investors, and better integrate capital
markets.
The EC will also tackle other elements of the 2020
CMU action plan in 2022, notably digital, data
and Anti Money Laundering (AML) to meet the
application goal of 2023.

The review of Solvency II and the banking package
are also proposals tabled for discussion in 2022
with EU legislators.
Anticipating and tackling these regulatory changes
in a timely manner is essential not only for
business reasons but also to avoid fines. Based
on different sources, fines for regulatory breaches
regularly top €10 billion a year (ex anti trust),
reaching €6,1 million in Luxembourg alone (CSSF
Report).
To help financial market participants prepare
for this upcoming year of regulatory change, the
Deloitte regulatory poster offers a clear timeline
of the announced legislations and a dedicated
section summarizing their key points and
challenges. This will help market players not only
identify their priorities, but also common trends
to leverage potential synergies across different
areas.
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AIFM

Alternative Investment Fund Managers

ELTIF

European Long Term Investment Funds

AIFMD

Alternative Investment Fund Managers Directive

ESAPR

European Single Access Point Regulation

AML

Anti-Money Laundering

ESG

Environmental, Social and Governance

APAs

Approved Publication Arrangements

EU

European Union

CFT

Combating the Financing of Terrorism

FMPs

Financial Markets Products

CMU

Capital Markets Union

ICT

Information and Communications Technology

CRD

Capital Requirements Directive

KID

Key Information Document

CRR

Capital Requirements Regulation

LMT

Liquidity Management Tools

CSD

Central Securities Depositories

MiCA

Markets in Crypto-Assets

CSRD

Corporate Sustainability Reporting Directive

MiFID

Markets in Financial Instruments Directive

CTP

Consolidated Tape Provider

MiFIR

Markets in Financial Instruments Regulation

DGA

Data Governance Act

PRIIPs

Packaged Retail Investment and Insurance Products

DLT

Distributed Ledger Technology

RTS

Regulatory Technical Standards

DORA

Digital Operational Resilience Act

SFDR

Sustainable Finance Disclosure Regulation

EBA

European Banking Authority

SME

Small and Medium-sized Enterprises

EC

European Commission

SPVs

Special Purpose Vehicles

ECB

European Central Bank

UCITS

Undertakings for the Collective Investment in
Transferable Securities
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Stay tuned!
We believe the best way to address
regulatory change is by accepting that new
legislation is a natural progression. Nothing
ever stays the same in our world, and as
we move forward, these regulations will
continue to evolve.

R EGUL ATORY AGENDA – TOP PR IOR ITIE S 2 02 2
CAPITAL MARKETS UNION REFORM

BANKING PACK AGE

AML /CFT PACK AGE

SOLVENC Y III

SCOPE

SCOPE

SCOPE

SCOPE

Financial market participants

Credit institutions

AIFM, UCITS

Investment firms and insurers

CONTENT
The end of 2021 marked the beginning of a significant regulatory consultation
process in the financial market with the release of the Capital Markets Union (CMU)
reform package. It delivers four long-awaited legislative proposals to improve access
to EU financial markets and trading data: AIFMD II/UCITS VI, ELTIF II, MiFID III/MiFIR II
and ESAP, one year after the 2020 CMU action plan was adopted.
All elements of the legislative package will be discussed by the European Parliament
and the Council, with a target publication date in the Official Journal of the EU at the
end of 2023/early 2024.

2022
Q1

Q2

Q3

CONTENT
On 27 October 2021, the European Commission released a banking package to
amend the current Capital Requirements Directive and Regulation (CRD/CRR) to
version VI and lll, respectively.
Both texts and potential follow-ups through delegated acts apply the Basel
Committee’s decision, known as the Basel III finalization, to the EU level.
These different texts should apply progressively from 2025. They notably introduce
an “output floor” concept as well as ESG considerations and fit and proper
assessments which will affect concerned credit institutions.

2023

Q4

Q1

(Re)insurers

All financial market participants

Q2

Q3

Q4

CONTENT
In July 2021, the European Commission presented an anti-money laundering and
counter-terrorism financing package that included four legislative proposals.
This AML package aims to harmonize each Member State’s AML/CTF measures by
transforming the current AML Directive into a regulation, as well as considering
new digital technologies.
The new regulation and the AML lV Directive are only expected to apply from 2026.
A key feature is the creation of the new European AML Authority (AMLA), which
needs to be up and running to prepare the EU's single rulebook on regulatory
technical standards and ensure the direct supervision of some high risk institutions.

2024
Q1

Q2

Q3

Q4

2025
Q1

Q2

CONTENT
In December 2021, the European Commission adopted a comprehensive review
package of the Solvency II rules. In addition to ensuring the regime is fit for purpose
in the current economic environment and making the insurance sector more
resilient, the review also aims “to ensure that insurers and reinsurers in the EU keep
investing and support the political priorities of the EU,” in line with the CMU agenda.
These new measures will significantly impact insurers and reinsurers, especially
through their solvency ratios, both on their capital charge and the own funds’
valuation.

Q3

2026

Q4

Q1

Q2

Q3

CMU REFORM
Expected application date from the end of 2025

AIFMD II/UCITS VI

Expected application date from the end of 2025

MiFID III/MiFIR II

MiFIR II is expected to apply immediately with MiFID III from
the end of 2025

Expected publication in the Official Journal of the European Union after inter-institutional process

ELTIF II

We hope our regulatory poster and
accompanying explanations will help
you navigate this changing regulatory
landscape. We invite you to explore
how your activities will be affected with
our Deloitte specialists, so that you can
continue to stay ahead of the regulatory
curve.

Credit institutions

First phase, EC Consultation on draft text, closed on 27 January 2022
Expected application date from the mid-2024

ESAP

ESAP shall be established by 31 December 2024
Most of the CRR III’s provisions shall apply from 1 January 2025

Expected publication in the Official Journal of the European Union after inter-institutional process

BANKING PACKAGE
CRD VI/CRR III

EC’s feedback period for the proposal closed on 31 December 2021

Expected to apply from the beginning of 2025

AML/CFT PACKAGE
AMLR/AML VI

Expected application date from the
end of 2025

EU AML Authority (AMLA) is expected to
be established as of 1 January 2024
Expected publication in the Official Journal of the European Union after inter-institutional process

Solvency III

Expected application date from the
end of 2025

EC’s feedback period for the proposal closed on 13 January 2022
Application date of DORA and the DLT regime is expected to apply in Q3 2023

DIGITAL FINANCE
DORA/MiCA/DLT

MiCA is expected to apply in mid-2024

Data Governance
Act (DGA)

Expected to apply from mid - 2023

Earliest expected publication date is
end of Q3 2022

Notification regime for data sharing providers is expected to apply from 2025

SFDR periodic report (Art. 11), Taxonomy 1st DA for product level. shall apply as from 1 January 2022. The CSRD (in scope of art. 8 Taxonomy DA) shall apply for banks for financial years starting on or after 1 January 2022

Sustainable
Finance

SFDR changes to MiFID, AIFMD, UCITS, IDD, Solvency Level 2 apply from 1 & 2 August 2022
SFDR EC deferred the application date to 1 January 2023 for RTS Level 2 and June 2023 for the PASI report at entity level

Retail financial
services strategy
PRIIPS KID
UCITS KIID

EC plans to adopt the new strategy by Q2 2022, followed by regulatory proposals
On 18 December 2021, European Parliament
voted to extend the UCITS exemption from PRIIPs
to 1 January 2023
Agenda confirmed

CONTACTS
Pascal Denis
Partner – Consulting Investment
Management PERE
+352 451 452 970
padenis@deloite.lu

Expected

REGULATORY WATCH
Pascal Eber
Partner – Consulting Banking,
Insurance & Non FSI
+352 451 452 649
peber@deloitte.lu

Martin Flaunet
Partner – Assurance
+352 451 452 334
mflaunet@deloitte.lu

Stephane Hurtaud
Partner – Cyber Risk Leader
+352 451 454 434
shurtaud@deloitte.lu

Pascal Martino
Partner – Banking Leader
+352 451 452 119
pamartino@deloitte.lu

Francesca Messini
Partner – Sustainable
Finance Leader
+352 451 452 791
fmessini@deloitte.lu

Bertrand Parfait
Partner – Risk Advisory
+352 451 452 940
bparfait@deloitte.lu

Jean-Philippe Peters
Basil Sommerfeld
Partner – Risk Advisory Leader Partner – Consulting
+352 451 452 276
Investment Management PERE
jppeters@deloitte.lu
+352 451 452 646
bsommerfeld@deloitte.lu

Jérôme Sosnowski
Partner – Risk Advisory
+352 451 454 353
jsosnowski@deloitte.lu

Nicolas Xanthopoulos
Partner – Operations
Transformation
+352 451 453 382
nxanthopoulos@deloitte.lu

Benoit Sauvage
Director – Risk Advisory
+352 451 454 220
bsauvage@deloitte.lu
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U
 ndertakings for Collective Investment
in Transferable Securities (UCITS)

CONTENT
The end of 2021 marked a significant regulatory change
for financial market participants with the release of the
Capital Markets Union (CMU) reform package. It delivers four
long-awaited legislative proposals to improve access to EU
financial markets and trading data: AIFMD II/UCITS VI, ELTIF
II, MiFID III/MiFID II, and ESAPR. These proposals will kick off
their legislative journey in 2022 with a feedback period and
have a target publication date at the end of 2023 but more
likely in 2024.
The second Alternative Investment Fund Managers
Directive (AIFMD II) proposes amendments to the
first directive, which has applied since 2011. To lay the
groundwork, the EC launched an in-depth consultation
last year that suggested only targeted changes and a few
substantial ideas were required.
When planning these AIFMD changes, their impact on the
UCITS Directive was also considered. As such, the EC also
proposes to amend the UCITS Directive (UCITS VI) where
necessary to better align their requirements, for example on
liquidity management tools (LMTs), delegation, and reporting.

Depositories

This AIFMD II/UCITS VI proposal:
• Introduces common minimal rules regarding direct lending
(loan funds) by AIFs to companies;
• Improves access to relevant data collection for authorities
and removes inefficient reporting duplications;
• Harmonizes the set of LMTs to better facilitate liquidity risk
management by managers of open-ended AIFs;
• Addresses concentration issues in markets with few
depositaries;
• Includes investor central securities depositories (CSDs) in
the custody chain; and
• Provides improved clarity on the delegation rules.
However, the anticipated UCITS depositary passport was not
included in this proposal, as the EC did not deem it feasible
given the lack of EU harmonization of securities and
insolvency laws.
At this stage, the amendments are in draft form and will
be further discussed and negotiated by the European
institutions. Once the amended directives are adopted, likely
between the end of 2023 and mid-2024, Member States
will have an additional 24-month period to transpose and
enforce the new rules in their jurisdiction.

KEY CHALLENGES
AIFMs managing loan-originating funds will likely see their
costs rise. This is due to the additional capital protection and
new risk management requirements to account for these
funds’ specific credit risks.
The harmonization of LMTs may generate one-off costs to
update funds’ legal documentation for existing funds. This
might be of a lesser issue for new applications as it will form
part of a new normal.
The additional requirements relating to third-country
delegation may create further burdens for funds that
currently lack the necessary full-time employees to oversee
these delegates.
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Operators - Advanced MiFIR regime with incidental changes to MiFID II (2/4)
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CONTENT
Alongside the AIFMD II and UCITS VI proposals, the European
Union also proposed adapting the regulatory framework for
investment firms and market operators. Major parts of these
amendments concern Markets in Financial Instruments
Regulation (MiFIR), while proposed Markets in Financial
Instruments Directive (MiFID II) changes are of an
incidental nature and included to ensure coherence with the
MiFIR changes rather than introducing a serious overhaul of
the MiFID II framework.
The EC’s objectives with the MiFIR review are threefold:
• Improve transparency and availability of market data;
• Improve the level playing field between execution venues;
and
• Ensure that EU market infrastructures can remain
competitive at international level.
The proposed amendments are therefore concentrated on
the creation of a so called Consolidated Tape (CT), centralized
database that will provide a comprehensive view on market
data, namely on prices and volume of securities traded
throughout the European Union across a multitude of trading
venues.

The European Union is keen to correct the perceived
information asymmetry that investors face, particularly
retails.
The proposal also contains several accompanying measures
to strengthen the transparency and competitiveness of the
EU ’s capital markets and to respond to the EU’s post Brexit
trading organization.
MiFID changes are strictly limited to removing some of the
provisions made redundant by the new MiFIR , as well as
creating legal obligations for Member States to organize
the relevant supervision and introduce new sanctions for
breaches of the new MiFIR rules.

along the chain of transmission (i.e., trading venues and
Approved Publication Arrangements (APAs). This will benefit
market participants of all sizes and support supervisory
authorities in their duty as market caretakers.
However, it is worth noting that further amendments may
be on the horizon via the EC’s retail investment strategy
initiative, which is expected to be released by the second
quarter of 2022. The strategy’s aim is a coherent approach
that empowers consumers to make financial decisions and
benefit from the internal market, as well as tackling low
capital market participation rates in the EU. This initiative
could affect the investor protection rules of several sector
specific legislative instruments, such as the UCITS Directive,
the PRIIPs Regulation, and the MiFID framework specifically.

KEY CHALLENGES
The proposal amending MiFID II/ MiFIR has deviated from the
changes anticipated a year earlier in the MiFID II consultation.
With more focus on creating a CT and CTP framework, which
was a core issue identified by the European Union, its
impact could be felt throughout the value chain . As the
backbone of vibrant markets is data quality and consistency,
especially in non equity instruments, this must be improved
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CONTENT
The European Long-Term Investment Fund Regulation
(ELTIF) is a European product legislation that is being
reviewed alongside the AIFMD. The legislative proposal to
amend this Regulation, the so-called ELTIF II, should be
adopted along the same process as the AIFMD II/UCITS VI
proposal.
The ELTIF market is still in its infancy. Since the original ELTIF
framework was adopted in April 2015, the number of ELTIFs
launched has been markedly below expectations. However,
this fund type plays a crucial role in mobilizing capital to
finance long-term infrastructure projects, such as sustainable
energy generation or distribution, or social infrastructure.
Therefore, this review aims to boost the acceptance and
attractiveness of ELTIFs as a “go-to” fund structure for longterm investments. The proposed changes to the treatment of
retail investors will make it easier for them to invest in ELTIFs
as part of their overall investment strategy, but also maintain
appropriate levels of investor protection.

The amendments are proposed in three key areas:
1. Broadening the scope of eligible assets and investments
and reducing limitations to give fund managers more
flexibility in designing appropriate ELTIF investment
strategies and portfolios, e.g., the possibility to be coinvestors in Special Purpose Vehicles (SPVs);
2. Reducing the barriers to entry for retail investors while
ensuring appropriate levels of investor protection; and
3. Introducing an additional liquidity window redemption
mechanism, which allows investors to exit an ELTIF
investment earlier under certain conditions.
One of the reasons for this overdue reshuffle of the
framework is that ELTIFs play an important role in the
European Green Deal, as they help allocate money to
sustainable developments in the environmental domain.
The review was also necessary to ensure ELTIFs’ investment
strategies and reporting activities are aligned with the EU’s
climate and environmental goals.
As with MiFID III and AIFMD II, this draft proposal will be
discussed and negotiated during the European institutional

process and will likely be published in late 2023 or early 2024.
The ELTIF II would then apply only six months after coming
into force.
KEY CHALLENGES
As reminder, the ELTIF II is a specific product regulation and
funds are constituted as AIFs domiciled in the EU. Therefore,
they are managed by an authorized AIFM under the AIFMD,
soon to be updated to AIFMD II, with the accompanying
challenges.
A major challenge for these funds is turning their sluggish
initial start into a success, which depends on finding
successful projects to finance that attract investors of all
sizes.
A last caveat at this stage, the new redemption mechanisms
allowing investors to exit before maturity may reduce such
funds’ performance, as funds may be required to maintain
liquidity to meet redemption requests without being forced
to sell their assets.
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CONTENT
The last component of the CMU reform package proposes a
new Regulation establishing a European Single Access
Point (ESAPR). This aims to help realize the CMU’s goals by
providing EU-wide access to information and products of
the entities that are required to disclose this information,
which is relevant to capital markets, financial services and
sustainable finance.
This proposal does not create a new reporting obligation
regarding content. Instead, it builds on existing disclosure
requirements in the EU legal acts for financial services,
such as AIFMD, UCITS, MiFID II, MiFIR. As a result, the ESAP
is accompanied by two other proposals to amend current
financial regulations and directives.
The ESAP aims to consolidate access to information required
by different European texts at a European level, which are
currently scattered across Member States with variable
degrees of digital useability. The ESAP will provide easy digital
access to companies’ financial and sustainability-related
information, as well as on investment products.

This will mean improved, equal and indiscriminate visibility
of all market participants and voluntary filers for investors,
analysts, intermediates, researchers and funds, regardless of
their company or market size.
Establishing the ESAP by 2024 is a flagship initiative of
the 2020 CMU. The ESAP’s scope will proportionately
and gradually grow between 2024 and 2026, requiring a
scaling-up of the information collected and submitted to the
platform.
KEY CHALLENGES
Setting up the ESAP could prove challenging, as each
country has already its own business register access. This
dual approach of both local and European level, might be
required, at least in the first instance, notably because the
voluntary disclosure of public information by non-listed
companies, including non-listed SMEs, is seen as complex to
enforce if all reporting entities have to submit data directly
to the ESAP. This is due to the many legal and technical
challenges involved, such as the reliable authentication of
entities.

A key consideration of the project is how to smoothly and
efficiently integrate each national framework into one single
place. One option proposed is to only start with new data,
which may be a hard pill to swallow during the European
institutional process.
In terms of practical impact for financial institutions, from
one perspective, the ESAP may be helpful in centralizing and
standardizing information market participants could simply
extract in the future to comply with their own regulatory
obligations including challenging and granular data to be
disclosed under SFDR and Taxonomy rules.
However, it goes both ways, as, compliance with data
submission might prove to be challenging whereas, financial
institutions will need to undertake significant systems and
controls updates to ensure all required information and
documents are submitted to the relevant collection bodies
– in the appropriate format and within the prescribed
deadlines.
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CONTENT
On 27 October 2021, the EC released a banking package
to amend the current Capital Requirements Directive and
Regulation (CRD/CRR) to versions 6 and 3, respectively.
These texts will have a significant impact on banks and credit
institutions. While currently there is no clear path to the
Investment Firm Regulation and Directive (IFR/IFD), this is a
likely next step.

The proposals seek to address three challenges facing the
European banking ecosystem.

Both texts and potential follow-ups through delegated acts
apply the Basel Committee’s decision, known as the Basel III
or IV Agreement, to the EU level. These texts are still drafts,
meaning they will need to follow the European institutional
process and be discussed in the European Parliament and
European Council.

To achieve this, the proposals introduce the output floor
concept, which will limit banks’ ability to be too optimistic in
their risk modelling.

The review consists of:
• A legislative proposal to amend the Capital Requirements
Directive (Directive 2013/36/EU);
• A legislative proposal to amend the Capital Requirements
Regulation (Regulation 2013/575/EU); and
• A separate legislative proposal to amend the Capital
Requirements Regulation regarding resolution (the
so-called “daisy chain” proposal).

Firstly, they aim to increase the robustness of banking
models, through a review that ensures banks’ internal
models do not underestimate risks and through increased
standardization comparison across entities should be
facilitated.

For banks using internal models, the following steps to
calculate risk-weighted assets will apply gradually from 2025:
01. Calculate the risk-weighted assets using whichever model
the bank is permitted to use;
02. Calculate the risk-weighted assets using the standardized
approach, as a form of benchmarking;
03. Multiply the amount obtained with the standardized
approach in step 2 by 72.5% (50% in year 1); and
04. Compare this result with the standardized approach and
take the higher of both as the basis.

Secondly, the proposals also introduce a sustainability twist
to the capital provisions, strengthening the banking sector’s
resilience to Environmental, Social and Governance (ESG)
objectives by factoring in ESG risk weightings. The approach
focuses on:
• Enlarging the scope of ESG disclosures to all institutions,
both listed and non-listed;
• Explicitly empowering supervisory authorities to
incorporate ESG risks by banks, both in the Supervisory
Review and Evaluation Process (SREP) and in stress tests;
and;
• Requiring management bodies to sign off plans on how to
deal with ESG risks and deploy robust governance.
Thirdly, these proposals aim to boost regulators’ supervisory
capacities and so their confidence in supervised entities. This
is achieved by reinforcing fit and proper assessments and
imposing sanctions that go as far as criminal offenses, or by
extending the rules to financial fintechs and third-country
branches in the EU. The proposal’s tentative prohibition of
some back-to-back trades could also significantly impact EU
market participants and liquidity/treasury management.
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Banking package: New EU rules to strengthen banks’ resilience and
better prepare for the future (2/2)
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Finally, regarding timelines, these different texts are aimed to
progressively apply from 2025, after the institutional process
is finalized.
KEY CHALLENGES
This banking package will force the continuous adaptation of
models with slight increases in risk weighting, hence the need
to further increase prudential capital.
A second challenge challenge, which is part of the European
Green strategy, will confront banks with a specific set of
newer adaptations to incorporate ESG practices including
disclosures. With complementary rules on the fit and proper
axis, finding and maintaining relevant staff including at senior
level will require additional efforts.
Finally, the consequences of this simplification are to be felt
by larger institutions relying on non-standard models as they
might have to add further prudential capital.
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AML/CFT package: EC introduced ambitious measures to enhance
the EU’s AML/CFT regime
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CONTENT
In July 2021, the EC presented an anti-money laundering
and counter-terrorism financing package that included four
legislative proposals.
The first proposal is creating a new EU AML Authority (AMLA)
that will oversee AML/CFT supervision in the EU and enhance
cooperation among financial intelligence units (FIUs). It aims
to be operational from 2024. To achieve this goal, the AMLA
will (i) directly supervise financial sector entities exposed to
the highest risk of money laundering and terrorism financing
(ML/FT), (ii) hold a coordination role in the non-financial
sector and establish standards for reporting and information
exchange that supports joint operational analyses; and (iii)
host the central online system FIU.net.
The second proposal aims to harmonize each Member
State’s AML/CTF measures by establishing a new EU single
rulebook on AML/CFT. It will contain directly applicable
rules that will transform the AML Directive into an European
AML regulation. One crucial reform clarifies a series of risk
management procedures that include amendments to

customer due diligence measures, or beneficial ownership.
The regulation also introduces new definitions and new
obliged entities, as well as amendments regarding politically
exposed persons (PEPs), and additional internal organization
requirements.
The third proposal is the sixth AML Directive (AMLD Vl) that
will repeal the existing Directive 2015/849/EU (AMLD lV,
as amended by AMLD V). It aims to integrate the Financial
Action Task Force’s (FATF) recommendations on assessing
and mitigating evasion risks of targeted financial sanctions.
There are also substantive changes aimed to help converge
the practices of supervisors and cooperation among national
competent authorities.
The last proposal of the package amends the 2015 Regulation
on Transfer of Funds to include crypto-asset transfers.
Crypto-asset service providers will need to include full
information about the sender and beneficiary of virtual-asset
transfers, which payment service providers already provide
for wire transfers. On 1 December 2021, the European
Council already agreed on a mandate to negotiate with the

European Parliament on the proposal to update the existing
rules on the information included in fund transfers.
KEY CHALLENGES
The AML/CTF package aims to rectify Member States’ lack of
AML/CTF harmonization and to take new technologies into
account. However, this proposal still has a long way to go
before it is fully implemented. The new regulation and AMLD
Vl will only apply in 2026, as the AMLA needs to be up and
running to prepare the single rulebook’s regulatory technical
standards.
The imposition of a uniform set of AML/CTF rules and the
creation of an EU-wide authority to enforce them could play
a significant role in eliminating any existing discrepancies
between Member States. The package will also help the EU
comply with the FATF’s current standards.
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CONTENT
Following the European Insurance and Occupational
Pensions Authority’s (EIOPA) publication of the 2020 Solvency
II review (the “Opinion”) in December 2020, the EC adopted
a comprehensive review package of Solvency II rules on 22
September 2021. In addition to ensuring the regime is fit for
purpose in the current economic environment and making
the insurance sector more resilient, the review also aims “to
ensure that insurers and reinsurers in the EU keep investing
and support the political priorities of the EU.”
The EC’s recommendations tackle the entire scope of the
Solvency II Directive. In the current economic context,
several quantitative reforms focus on long term guaranteed
measures; in particular, the extrapolation of the risk free
interest rates and the volatility adjustment are being
reviewed.
In parallel, as part of the proportionality principle, a new
category of (re)insurers is defined as low risk profile
undertakings which will benefit from an adapted framework.
New transparency requirements are also introduced around
reporting and disclosures. These aim to improve the
information needed by the respective recipients.

Another objective is to improve the quality of supervision and
standardize the rules, especially regarding ongoing
compliance with prudential rules, cross border insurance
businesses, and insurance groups. Finally, climate and
systemic risk considerations are introduced to ensure
these risks are better managed and supervised, particularly
through long term climate change scenario analysis.
The 2020 Solvency II review has suffered delays due to the
COVID-19 crisis, with stakeholders willing to ensure that
related economic and financial observations are considered.
Given the next steps required the negotiation of the final
legislative texts by the European Parliament and the Member
States, transposition of the revised Directive into local law,
and in parallel amendments to Delegated Acts the revised
Solvency II regime is not expected to enter into force before
2025. Moreover, the EC proposes phasing in some of the
more impactful measures to avoid disruptions and ensure a
smooth transition.

KEY CHALLENGES
These new measures will significantly affect insurers and
reinsurers, especially their solvency ratios, both on their capital
charge and the own funds’ valuation. Undertakings should not
only be prepared to review their strategy and calculation
models particularly those with long term liabilities but also
adapt their systems and internal processes to meet the new
reporting and disclosure requirements.
It is worth noting that these rules are still up for negotiation and
may be changed. Undertakings should remain vigilant to
developments and the final measures negotiated and ensure
their implementation process is sufficiently flexible to handle
potential changes.
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CONTENT
Significant progress was made in 2021 regarding the digital
finance package, which is composed of a Digital Finance
Strategy; a Retail Payments Strategy; legislative proposals
for an EU regulatory framework on crypto-assets (MiCA
Regulation); and proposals for an EU regulatory framework
on Digital Operational Resilience Act (DORA).
The aim of the Digital Finance Strategy is to make Europe’s
financial services more digital friendly and to stimulate
responsible innovation and competition among financial
service providers in the EU. It will reduce fragmentation
in the digital single market, so that consumers can have
access to financial products across borders and that Fintech
start-ups scale up and grow. It will ensure that EU financial
services rules are fit for the digital age, for applications such
as artificial intelligence and blockchain. Data management
is also at the heart of this strategy. In keeping with the EC’s
broader Data Strategy, the objective of this measures is to
promote data sharing and open finance, while maintaining
the EU’s very high standards on privacy and data
protection. Finally, the data strategy aims to ensure a level

playing field among providers of financial services, be they
traditional banks or technology companies: same activity,
same risks, same rules.
The objective of the Retail Payments Strategy is to ensure
modern and cost effective payments. It will make it easier
for consumers to pay in shops and make e-commerce
transactions safe and convenient. It seeks to achieve a fully
integrated retail payments system within the EU, including
instant cross border payment solutions.
With DORA, the EU aims to create a regulatory
framework on digital operational resilience to help firms
withstand and mitigate disruptions and threats related to
Information and Communications Technology (ICT), including
cyberthreats. DORA will require financial entities to have
internal governance and control frameworks that ensure
the effective and prudent management of all ICT risks. The
financial entity’s management body will need to define,
approve, oversee and be accountable for implementing all
ICT risk management framework arrangements. DORA also
introduces an oversight framework for ICT providers,

such as cloud computing service providers.
The EC has also proposed for the first time new legislation
on crypto-assets in the form of a digitalrepresentation of
values or rights that can be stored and traded electronically.
The MiCA Regulation therefore will provide legal clarity and
certainty for crypto-asset issuers and providers. The new
rules will allow operators authorised in one Member State
to provide their services across the EU (“passporting”).
Safeguards include capital requirements, custody of
assets, a mandatory complaint holder procedure available
to investors, and rights of the investor against the issuer.
Issuers of significant asset backed crypto-assets (so called
global ‘ stablecoins ‘) would be subject to more stringent
requirements (e.g. in terms of capital, investor rights and
supervision).
The EC also introduces a distributed ledger pilot regime for
market infrastructures that wish to try to trade and settle
transactions in financial instruments in crypto-asset form.
The pilot regime represents a so called ‘sandbox’ approach or
controlled environment which allows temporary derogations
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from existing rules so that regulators can gain experience
on the use of Distributed Ledger Technology (DLT) in market
infrastructures, while ensuring that they can deal with risks
to investor protection, market integrity and financial stability.
The intention is to allow companies to test and learn more
about how existing rules fare in practice.
DORA, MiCA and the DLT pilot regime, accompanied by
technical measures, are likely to be available in late 2022
or early 2023 and enter into force depending on the official
publication date in 2023 up to 2024.
The European Parliament has also adopted a draft proposal
on cybersecurity to tackle the limitations of the current
Network and Information Security (NIS) Directive. It will
broaden the scope of the existing NIS Directive, imposing
specific cybersecurity requirements for incident response,
supply chain security, encryption, and vulnerability
disclosure. This text is expected to be finalized after the
second half of 2022.
While the NIS ll Directive is still a proposal at this stage, it is
likely that a wider scope of EU and non-EU entities will need
to comply with more unified cybersecurity requirements.

KEY CHALLENGES
For many institutions, DORA already represents the future
architecture of the digital technical requirements to support
the widespread arrival of technologies such as blockchain
and digital assets, as well as increased data usage.
Future needs regarding digital financial services can be
anticipated by making systems robust and able to handle
massive amounts of data in real time or at least in near
real time. This will mean managing complex networks of
clients, suppliers and employees working from various
locations, thereby creating significant challenges or potential
weaknesses in infrastructure networks. As the text forms
part of the EU’s digital strategy, it is worth noting that DORA
will apply independently of MiCA and the DLT pilot regime;
therefore, it will substantially impact all financial service
providers.
Under MiCA, market participants and issuers will be offered
the option to issue digital assets under a single European
wide regime for assets falling out of a more “classical”
framework that is currently available for both digital and
non-digital issues.

According to MiCA recitals, digital assets (i.e. tokenized
shares) could be released as of today under the MiFID, PSD,
or Prospectus regulations, but local interpretations might
limit cross border use as these European regulations need to
be completed by local rules. The changes will not only affect
distribution, custody services and the execution value chain
from issuance to asset servicing, but also indirect services
like collateral management.
To fully leverage on DLT and security token opportunities,
institutions should not just approach and implement DLT as a
new type of “database”, but rather as a new way of organizing
the security value chain from issuance to custody. This will
clearly pose a significant challenge for the industry, requiring
it to break away from the sequential centralized value chain
and embrace a distributed leger model where participants
can access the same information simultaneously.
The new NIS regime will deliver significant improvements and
help shape the EU for the digital age. However, due to the
uncertainty around organizational and operational
changes, institutions should keep a close eye on any updates,
evaluate how the proposals apply to their activity, and start
taking measures to ensure they will comply.
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On 30 November 2021, the negotiators of the European
Council and the European Parliament reached a provisional
agreement on the Data Governance Act (DGA). This Act
aims to promote data availability and build a trustworthy
environment that facilitates research and innovative services
and products through data sharing and usage.
The DGA is the first of a set of measures announced as part
of the 2020 European data strategy. It aims to foster data
availability by increasing trust in data intermediaries and
strengthening data-sharing mechanisms across the EU.
The DGA addresses the following situations:
• Making public sector data available for reuse, when such
data is subject to the rights of others;
• Sharing data among businesses, against remuneration in
any form;
• Allowing personal data to be used through a personal
data-sharing intermediary, designed to help individuals
exercise their rights under the General Data Protection
Regulation (GDPR); and
• Allowing data use on altruistic grounds.

In particular, the DGA will create a mechanism that allows the
safe reuse of certain categories of public-sector data which is
subject to the rights of others. This includes, for example,
trade secrets, personal data, and data protected by
intellectual property rights. Public-sector bodies allowing this
type of reuse will need to be properly equipped, in technical
terms, to ensure that privacy and confidentiality are fully
preserved.
The new business model, data-sharing intermediation
services, will provide a secure environment where companies
or individuals can share data. For companies, these services
can be digital platforms that support voluntary data-sharing
between companies or facilitate the fulfillment of legal datasharing obligations. By using these services, companies will
be able to share their data without fear of it being misused or
losing their competitive advantage.

decisions relating to personal data under the GDPR. Such
safeguards should be considered to exist when a country has
equivalent measures that ensure a level of protection similar
to EU or Member State law.
KEY CHALLENGES
Industry stakeholders and businesses, including SMEs and
start-ups across the economy (e.g. finance/banking) will in
particular benefit from the measures taken under this Act to
facilitate cross-sectoral data use at the scale of the EU.
However, companies providing data-sharing services may
face an additional burden in terms of certification or labelling,
but only if such certification or labelling would become
compulsory. Such burden would need to be balanced against
the advantages that such certification or labelling would
provide to them in terms of increased business resulting from
more market participants trusting them.

Following the DGA, the EC may adopt adequacy decisions
declaring that specific non-EU countries provide appropriate
safeguards for the use of non-personal data transferred from
the EU. These decisions would be similar to the adequacy
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CONTENT
The year 2021 has been characterized by several
developments and debates on the various Sustainable
Finance initiatives.
Starting with the Sustainable Finance Disclosure Regulation
(SFDR), the first change was the EC’s 12-month delay that
pushed back its application date from 1 January 2022 to 1
January 2023 for the RTS Level 2 requirements, due to its
technical complexity and length. While the second change
was the publication of the draft RTS on 22 October 2021.
The draft RTS differs from the previously published RTS on 15
March 2021 in that FMPs and financial advisors will have to:
• Report on taxonomy alignment, including and excluding
their investments in sovereign bonds;
• Define the minimum intention to be aligned with socially
sustainable investment objectives; and
• Indicate if assurance is provided by an auditor or was
subject to a third-party review for economic activities that
qualify as environmentally sustainable and comply with
the EU taxonomy regulation’s criteria.

This RTS will result in higher granularity regarding product
classification, with more detailed transparency requirements
for SFDR Article 8 products with a portion of sustainable
investment objectives. If the proportion of sustainable
investments has environmental objectives, it will be subject to
EU Taxonomy reporting requirements.
The application date of the EU Taxonomy Regulation remains
1 January 2022. FMPs and FAs with products subject to the EU
Taxonomy will have to report on their product’s environmental
objectives and the proportion of their investments that are
aligned with the EU Taxonomy, and specify this proportion.
Regarding the MiFID Delegated Acts, the Delegated Regulation
on organizational requirements and operating conditions
will apply from 2 August 2022, while the Delegated Directive
on the integration of sustainability factors into the product
governance obligations will apply from 22 November 2022.
Under the MiFID Delegated Regulation, banks and investment
firms will need to consider sustainability preferences when
giving investment advice. The investment advisor will have to
collect and record information on the client’s sustainability

preferences and offer products that match these preferences.
Banks and investment firms will also need to define their
target market, while product manufacturers and distributors
will need to consider sustainability objectives in the product’s
governance and compatibility.
The sustainability risks and factors are also integrated
into Delegated Acts of AIFMD and UCITS Directive,
applicable from 1 August 2022. Under those two Acts, fund
managers shall ensure that their processes, systems and
internal controls will reflect sustainability risks. They should
also disclose information with regard to the consideration of
adverse sustainability impacts.
Aligning with above-mentioned Delegated Acts (UCITS and
AIFMD), the sustainability factors are also added to the
requirements of Insurance Distribution Directive (IDD) and
Solvency II, which apply from 2 August 2022. Insurance
distributors and (re)insurers will need to take into account
sustainability risks in their activities.
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In addition, during the course of 2021, there were also
important guidance for credit institutions, published by the
Commission de Surveillance du Secteur Financier (CSSF) and
the European Central Bank (ECB):
• CSSF: Circular 21/773 - guidance on the management of
climate-related and environmental risks;
• ECB: Report on the supervisory review of banks’
approaches to manage climate and environmental risks.
On one hand, the CSSF Circular, which applies since 21 June
2021, provides the CSSF’s expectations for banks to
consider and integrate into their operations climate-related
and environmental risks, such as physical risk and
transition risk, as drivers of existing categories, notably:
• Identification of risk exposure;
• Business strategy and risk appetite;
• Risk management framework;
• Internal governance.
On the other hand, the ECB report identified a set of good
practices for bank including enhanced due diligence
procedures, new phasing-out criteria to limit financing

activities which are highly exposed to climate-related risks, or
assessing the energy label certifications when evaluating real
estate collateral.
The ECB expects to conduct, in the first half of 2022, a full
review of how prepared banks are to manage climate and
environmental risks, with deep dives into their strategy,
governance, and risk management activities.
It is also worth noting that there will be future elements of
environmental, social and governance (ESG) risks to be
included in the EC’s proposal for CRD VI/CRR lll.
In conclusion, climate and environmental risks are becoming a
crucial element in the financial institution’s activities as can be
inferred through regular guidelines provided by ECB, EBA and
CSSF to steer the market participants in their daily practices.
KEY CHALLENGES
Data coverage and reliability remains a significant
challenge for FMPs and FAs to implement SFDR, EU Taxonomy
and Corporate Sustainability Reporting Directive (CSRD),
which will enter into force as of 1 January 2023. Although

there is a high risk of undermining comparability of
information as well operational complexity, FMPs and FAs may
decide to use more than one third-party data vendor as each
of them will have their own methodologies to compile data.
Another challenge for the market is the interpretation of
sustainable investments, not only those under the SFDR
but also products offered within the sustainability preference
assessment of clients under the MiFID Delegated Acts.
The RTS applicability timeline is a moving target. The EC
still has to transform the RTS into a draft legal text, followed
by a veto period of the European Parliament before it is
published in the Official Journal of the EU. Considering these
hurdles, FMPs and FAs are wary of the application date being
pushed back yet again.
Finally the integration into the operating model across the
value chain represent a crucial element on which FMPs and
FAs are transversally working.
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CONTENT
Two important developments are on the horizon for retail
investors. First, the Packaged Retail and Insurance based
Investment Products (PRIIPs) KIID/UCITS KID, which at this
stage represents more of a tactical change than a strategic
revolution.
Second, the review of the Retail Financial Services Strategy,
which aims to adapt how financial firms engage with investors
to streamline practices across the different retail financial
products and service providers.
PRIIPs KIID/UCITS KID
To make a long story short, with the PRIIPs Regulation, the
EC envisaged that UCITS KIIDs would be replaced by a single
document across all industries, the PRIIPs KID. While initially
expected in mid 2022, due to several postponements, the
application date has been finally and ultimately pushed to 1
January 2023. This means that UCITS retail investors will still
receive the UCITS KIID until that date. In parallel, the PRIIPs
Regulation was also amended to incorporate a few changes to
the calculation of risks and other parameters.

Retail financial services
This reviewed strategy aims to ensure that retail investors are
offered a single, coherent approach when they access
financial services across different providers be they insurers,
banks or digital channels.
The EC is looking to understand how the current
framework for retail investments can be improved, including
tackling areas such as:
• The limited comparability of similar investment products
that are regulated by different legislation and are hence
subject to different disclosure requirements, which
prevents individual investors from making informed
investment choices.
• How to ensure access to fair advice in light of current
inducement practices.
• How to address the fact that many citizens lack sufficient
financial literacy to make good decisions about personal
finances.
• The impact of increased digitalisation of financial services.
• Sustainable investing.

In terms of content, the envisaged scope will encompass how
providers communicate with clients, whether digitally or in
person, as well as the amount of information to be shared and
how.
The scope of topics will also cover trends around access to
financial services, i.e., whether clients prefer virtual access
through smart devices, or on paper and in person. The
current emerging trends in different fields or sectors will also
be examined, by comparing banks with insurance companies
and other platforms like DLT, blockchain and other digital
solutions.
The Retail Financial Services Strategy is expected to be
released in 2022.
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KEY CHALLENGES
Key challenges are the potential impacts on business activity,
especially how providers reach their clients and the processes
considered as best practices.
All changes will have one thing in common - they will be highly
reliant on data capacities and real time communication with
clients.
This strategy is in the end likely to impact the review of MiFID
by introducing a set of changes in addition to the current
current MiFID III proposal. One question that remains
unanswered is whether these changes will be presented
through a single all-encompassing regulation or by targeted
changes across each individual piece of legislation.
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