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Highlights

ESAs issue report on risk and vulnerabilities of the financial sector. ESMA issues MIFID Il compliance table (only
for some provisions of it). ECB receives recommendation from private sector on ESTER. UK Treasury consults on
the transposition of the EU Bank Creditor Hierarchy Directive. US Agencies confirm the role of supervisory
guidance.

EUROPE

« ESAs issues report on Risks and vulnerabilities in the EU financial system

Highlights risks as potential sources of instability: i) abrupt yield increases could generate substantive asset price
volatility, ii) repricing of risk premia and potentially increasing interest rates could affect financial institutions and
generate a contagion effect, and iii) Brexit uncertainties (preparation for a no-deal scenario) and trade policy risks.

« ECB receives recommendation on euro risk-free rate

After having launched a public consultation on the alternative euro risk-free rate, the private sector working group
recommends the replacement of EONIA by the new euro short-term rate (ESTER).

« EBAissues revised NPL data templates and list of validation rules on supervisory reporting

i) Update of the standardised templates aimed at facilitating NPL sale transactions throughout the EU. ii) Updates
validation rules in its Implementing Technical Standards highlighting those that have been deactivated.

o ESMA issues compliance table for guidelines on product governance under MiFID Il

The table shows which competent authorities of the different member states comply or intend to comply with ESMA
guidelines on product governance.

UNITED KINGDOM

o UK Treasury consults on the transposition of the EU Bank Creditor Hierarchy Directive

Consultation to seek feedback on the upcoming transposition of a European Directive which modifies the
insolvency hierarchies and introduces a new class of debt dubbed senior non-preferred. Deadline: 10 Oct.
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https://esas-joint-committee.europa.eu/Pages/News/ESAs-see-return-of-volatility-in-new-risk-report.aspx
https://www.ecb.europa.eu//press/pr/date/2018/html/ecb.pr180913.en.html
http://www.eba.europa.eu/-/eba-revises-standardised-npl-data-templates
http://www.eba.europa.eu/-/eba-issues-revised-list-of-validation-rules
https://www.esma.europa.eu/sites/default/files/library/esma35-43-1076_compliance_table_for_esma_guidelines_on_product_governance.pdf
https://www.gov.uk/government/consultations/draft-banks-and-building-societies-priorities-on-insolvency-order-2018-technical-consultation
https://www.gov.uk/government/consultations/draft-banks-and-building-societies-priorities-on-insolvency-order-2018-technical-consultation
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UNITED STATES

« Agencies issue statement reaffirming the role of supervisory guidance

They confirm that supervisory guidance does not have the same force and effect as law, but rather presents
supervisors’ expectations and views. Enforcement actions will not be taken based on supervisory guidance.

« FRB, FDIC and OCC issue interim final rule regarding examination cycles

It allows qualifying 1- and 2-rated banks with total assets lower than $3 billion to be eligible for an 18-month
examination cycle (instead of a 12-month cycle).

o OCC consults on proposal to enhance flexibility for federal saving associations

Proposed rule to provide more flexibility, allowing savings associations with less than $20 billion in consolidated
assets to operate with national bank powers without the need to change their charter. Deadline: 60 days from
publication in Federal Register.

« FRB approves amendments to Regulation CC

Final amendments to update Regulation CC (which governs funds availability and collection of cheques) in order to
reflect the evolution of the cheque collection system (from paper-based to electronic). Effective date: 1 Jan 2019.

« FDIC consults on the treatment of reciprocal deposits

Proposed rule to exempt some reciprocal deposits from being considered as brokered deposits, for certain
well-capitalized and well rated institutions. Deadline: 30 days from publication in Federal Register.

« BCFP issues updated FCRA model disclosures to add information for consumers

Interim rule to incorporate the new information to the notice of rights needed when consumers receive the summary
of rights as required by FCRA section 609 through the amendment of existing model forms. Effective date: 21 Sep.

« OCC updates Comptroller's Handbook Booklet on deposit-related credit

The revised version adds, among others, general guidance on risks associated with deposit-related credit products
and incorporates Dodd-Frank reform’s prohibition of unfair, deceptive or abusive practices.

e« OCC releases CRA evaluations for 16 national banks and federal saving associations

Issues monthly performance evaluations for August 2018. List contains national banks and federal savings
association: 14 are rated satisfactory and 2 are rated outstanding.
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https://www.federalreserve.gov/newsevents/pressreleases/bcreg20180911a.htm
https://www.occ.gov/news-issuances/bulletins/2018/bulletin-2018-27.html
https://www.occ.gov/news-issuances/news-releases/2018/nr-occ-2018-95.html
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20180912a.htm
https://www.fdic.gov/news/news/press/2018/pr18060.html
https://www.consumerfinance.gov/policy-compliance/rulemaking/final-rules/summaries-rights-under-fair-credit-reporting-act-regulation-v/
https://www.occ.gov/news-issuances/bulletins/2018/bulletin-2018-28.html
https://www.occ.gov/news-issuances/news-releases/2018/nr-occ-2018-93.html
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« CFTC and Monetary Authority of Singapore sign arrangement to cooperate on FinTech cooperation

The arrangement seeks to foster greater cooperation in FinTech, focuses on information sharing on FinTech
market trends and developments.

Recent publications of interest (in English and Spanish):

o Press Article. La integracion de la sostenibilidad en el sistema financiero. July 2018 (only in Spanish)
o Press Article. Completing the Banking Union is a priority. June 2018

« Regulation Watch. How prepared are European banks to comply with MREL? August 2018

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

« Financial Regulation Outlook. June 2018
« Banking Outlook. August 2018

Previous editions of our Weekly Regulatory Update in Spanish and English.
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https://www.cftc.gov/PressRoom/PressReleases/7784-18
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/how-prepared-are-european-banks-to-comply-with-mrel/
https://www.bbvaresearch.com/en/publicaciones/from-words-to-action-recent-regulatory-reforms-in-the-u-s/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-outlook-third-quarter-2018/
https://www.bbvaresearch.com/en/publicaciones/banking-outlook-august-2018/
https://www.bbvaresearch.com/publicaciones/regulacion-financiera-actualizacion-semanal-7-de-septiembre-2018/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-7-september-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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