BBVA Research’

Regulatory News

Financial Regulation: Weekly Update

29 June 2018

Regulation Unit

Highlights

EBA consults on guidelines on outsourcing, and issues opinion on banks’ preparation for Brexit. ECB announces
methodology to calculate ESTER. ESMA issues opinion on CCPs liquidity risk assessment. BoE published its
financial stability report. Finally, FRB published the stress test results (CCAR).

EUROPE

« EBA issues consultation on draft guidelines on outsourcing

Reviews existing guidelines on outsourcing arrangements that applied only to credit institutions. It seeks to
establish a harmonised framework for all financial institutions (firms subject to CRD and PSD2). Deadline: 24 Sep.

« EBA issues opinion on financial institutions’ preparations for Brexit

Progress on preparations is inadequate. Firms should not rely on public sector solutions or on the transition period.
Firms should identify risk channels to take proper actions (e.g. reliance on UK CCPs, or funding markets).

« ECB announces methodology for calculating Euro Short-Term Rate (ESTER)

ESTER is exclusively based on borrowing transactions in euros conducted with financial counterparties that banks
report under MMSR Regulation. The new unsecured overnight interest rate will be published by Oct 2019.

o ESMA issues opinion regarding CCPs liquidity risk assessment

Aimed at promoting convergent risk management practices and control, the opinion sets out how CCPs in the EU
should assess liquidity risk in their internal risk models.

« EBA updates two guides on supervisory data

Following changes introduced by IFRS 9 on reporting framework, it issues a guide on how to compile risk indicators
and detailed risk analysis tools, and another on compiling IMF Financial Soundness Indicators with EBA ITS data.
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http://www.eba.europa.eu/-/eba-consults-on-guidelines-on-outsourcing
http://www.eba.europa.eu/-/eba-publishes-opinion-to-hasten-the-preparations-of-financial-institutions-for-brexit
https://www.ecb.europa.eu//press/pr/date/2018/html/ecb.pr180628.en.html
https://www.esma.europa.eu/press-news/esma-news/esma-clarifies-ccps%E2%80%99-liquidity-risk-assessment-under-emir
http://www.eba.europa.eu/-/eba-updates-its-guides-on-supervisory-data
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UNITED KINGDOM

« BoOE publishes its financial stability report

Banks are in a strong position, with domestic risks contained but material global risks. It highlights risks posed by
Brexit, cybersecurity and reliance on Libor. Keeps the countercyclical capital buffer at 1% (applicable from 28 Nov).

« BoOE publishes statement on its approach to financial services legislation after Brexit

Under the European Union (Withdrawal) Act, it states the intention to provide transitional relief to ensure that firms
have sufficient time to comply with any changes in the regulatory framework.

« PRAissues a series of policy statements and supervisory statement

i) Policy statement with changes to the |arge exposure framework (such as references to resolution exemptions); ii)
policy statement setting out final rules on regulated fees and levies rates, iii) updated policy statement to include
the EU Benchmarking Regulations Instrument 2018, and iv) supervisory statement update regarding guidelines for
completing regulatory reports

UNITED STATES

« FRB publishes results from Comprehensive Capital Analysis and Review (CCAR)

It assessed the capital plans for 34 banks, with only one objection because of qualitative concerns, and 3 banks
receiving a conditional non-objection. The capital plans for all remaining banks were not objected.

« Federal Agencies issue list of distressed or underserved geographies for the purpose of CRA

This is list of Jocations where revitalization and stabilization activities are eligible to receive consideration under the
Community Reinvestment Act.

« CFTC sign new MoU with the SEC, and proposes amendments for self-regulatory organizations (SRO)

i) The MoU seeks to guarantee the cooperation, information sharing and coordination between the agencies. ii)
Under the KISS initiative, it seeks to simplify the obligations imposed on SRO by revising minimum standards.

o« OCC revises and updates its supervisory Handbook

” o«

Revised booklets for “Bank Supervision Process”, “Community Bank Supervision”, “Compliance Management
Systems” and “Large Bank Supervision”. Update booklet for “Federal Branches and Agencies Supervision”
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https://www.bankofengland.co.uk/financial-stability-report/2018/june-2018
https://www.bankofengland.co.uk/news/2018/june/boes-approach-to-financial-services-legislation-under-the-eu-withdrawal-act?utm_source=Bank+of+England+updates&utm_campaign=b477b6a8cd-EMAIL_CAMPAIGN_2018_06_27_03_16&utm_medium=email&utm_term=0_556dbefcdc-b477b6a8cd-113461697
https://www.bankofengland.co.uk/prudential-regulation/publication/2017/changes-to-the-pras-large-exposures-framework?utm_source=Bank+of+England+updates&utm_campaign=4ef4e1c65a-EMAIL_CAMPAIGN_2018_06_28_09_32&utm_medium=email&utm_term=0_556dbefcdc-4ef4e1c65a-113461697
https://www.bankofengland.co.uk/prudential-regulation/publication/2018/regulated-fees-and-levies-rates-proposals-2018-19?utm_source=Bank+of+England+updates&utm_campaign=4ef4e1c65a-EMAIL_CAMPAIGN_2018_06_28_09_32&utm_medium=email&utm_term=0_556dbefcdc-4ef4e1c65a-113461697
https://www.bankofengland.co.uk/prudential-regulation/publication/2017/responses-to-cp-18-17-chapters-7-and-8?utm_source=Bank+of+England+updates&utm_campaign=526145fd3b-EMAIL_CAMPAIGN_2018_06_29_09_15&utm_medium=email&utm_term=0_556dbefcdc-526145fd3b-113461697
https://www.bankofengland.co.uk/prudential-regulation/publication/2015/guidelines-for-completing-regulatory-reports-ss?utm_source=Bank+of+England+updates&utm_campaign=4ef4e1c65a-EMAIL_CAMPAIGN_2018_06_28_09_32&utm_medium=email&utm_term=0_556dbefcdc-4ef4e1c65a-113461697
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20180628a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20180625a.htm
https://www.cftc.gov/PressRoom/PressReleases/7745-18
https://www.cftc.gov/PressRoom/PressReleases/7746-18
https://www.occ.gov/news-issuances/bulletins/2018/bulletin-2018-18.html#ft1
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Recent publications of interest (in English and Spanish):
o Press Article. Completing the Banking Union is a priority. June 2018
o Press Article. Regulatory reform in the USA: From words to deeds. June 2018

« Regulation Watch. From words to action: Recent regulatory reforms in the U.S. June 2018

o Regulation Watch. Europa | Funding before and in resolution. May 2018

o Financial Regulation Outlook. June 2018

« Banking Outlook. May 2018

Previous editions of our Weekly Regulatory Update in Spanish and English.
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https://www.bbvaresearch.com/en/publicaciones/completing-the-banking-union-is-a-priority/?utm_source=instant&utm_medium=enlace%20publicaci%C3%B3n&utm_campaign=20180625&utm_content=Completing%20the%20Banking%20Union%20is%20a%20priority&cid=eml:oem:oth:----completing_the_banking_union_is_a_priority_205435--:::lnkpubl:::20180625::oth:instant:
https://www.bbvaresearch.com/en/publicaciones/regulatory-reform-in-the-usa-from-words-to-deeds/
https://www.bbvaresearch.com/en/publicaciones/from-words-to-action-recent-regulatory-reforms-in-the-u-s/
https://www.bbvaresearch.com/en/publicaciones/funding-before-and-in-resolution/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-outlook-third-quarter-2018/
https://www.bbvaresearch.com/en/publicaciones/banking-outlook-may-2018/
https://www.bbvaresearch.com/publicaciones/regulacion-financiera-actualizacion-semanal-22-de-junio-2018/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-22-june-2018/
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained
from or based on sources we consider to be reliable, and have not been independently verified by BBVA.
Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the
economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of
such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into
any interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any
contract, commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should
be aware that under no circumstances should they base their investment decisions in the information contained in
this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction,
transformation, distribution, public communication, making available, extraction, reuse, forwarding or use of any
nature by any means or process, except in cases where it is legally permitted or expressly authorized by BBVA.
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