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Highlights

EC publishes a set of unilateral absolute minimum contingency measures to prepare for a no-deal brexit. Several
EU and UK agencies publish documents in relation to brexit. EC welcomes agreement on the NPLs package.
Spanish Ministry of Finance proposes to establish a macroprudential authority. Federal Agencies proposes to
soften stress testing requirements.

EUROPE
« EC implements “no-deal” contingency plan in the context of brexit

The package includes 14 measures in areas where a "no-deal" scenario would create major disruption in the EU27.
These areas include financial services, air transport, customs, and climate policy, among others.

« EC welcomes political agreement on reduction and prevention of NPLs

EU Council and Parliament agree on the Commission’s package to address non-performing loans (NPLs) in the
EU. Includes prudential measures that ensure that banks set aside funds to cover the risks associated with NPLs.

« EBA publishes annual report on risks and vulnerabilities in the banking sector

The report shows further improvement in EU banks’ resilience, with higher capital ratios and better asset quality.
Challenges remain in the form of low profitability, maturing central bank funding and rising operational risk.

« EBA publishes guidelines on NPLs disclosure and impact report on IFRS9 implementation

Publishes: i) Final guidelines setting enhanced disclosure requirements for NPEs and forborne exposures
applicable from 31 Dec 2019 and ii) Preliminary observations on the first stages of IFRS9 implementation.

« EBA calls for more action by financial institutions in brexit related communications to customers

As a follow-up to its June 2018 Opinion, urges financial entities to continue planning and to redouble their efforts in
communicating to their customers how brexit will affect them.

« EBA consults on amending regulation on benchmarking of internal models

Proposes adjustments to simplify the portfolio's structure for the credit risk part of the exercise, and obtain more
insight into the model used for pricing for the market risk. Deadline: 31 Jan 2019.
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« ESAs publish joint standards on Simple, Transparent and Standard (STS) securitisations under EMIR

Publication to amend current RTS on clearing obligation and risk mitigation techniques for non-cleared OTC
derivatives providing a specific treatment for STS securitisations to ensure a level playing field with covered bonds.

« ESMA issues three consultations on measures to promote sustainability in EU capital markets

Consultations on sustainable finance: sustainability factors in MIFID Il and UCITS and AIFEMD Directives. Deadline:
19 Feb 2019; and on disclosure requirements applicable to credit rating agencies. Deadline: 19 Mar 2019.

o ESMA issues statements on equivalence recognition and brexit implications for clients

i) Establishing conditions to recognize UK CCPs and CSDs under a no-deal brexit, supporting the continuation of
access and ii) asking firms to provide clients with more information on implications of brexit .

« ESMA issues guidelines on non-significant benchmarks under the BMR

Softens requirements on the oversight function, input data, transparency of methodology and contributors’
governance and control.

« EIOPA publishes the results of the 2018 Insurance Stress Test

The exercise shows a significant sensitivity to market and specific shocks for the EU insurance sector. However, in
aggregate, the sector is adequately capitalised to absorb the prescribed shocks.

« EIOPA issues consultation on Solvency Il reporting and report on the use of capital add-ons under Solvency I

Consultation on reporting and disclosure requirements as part of the 2020 Solvency Il review. Report shows overall
usage of capital add-ons by national competent authorities remains extremely limited. Deadline: 21 Feb 2019.

« SRB publishes resolution reporting requirements

Includes reporting requirements and deadlines for submitting several templates on resolution planning including the
Liability Data Report (31 Mar 2019), Critical Function and FMI reports (30 Apr. 2019) and others (31 May 2019).

SPAIN
« MINECO consults on establishing a Macroprudential Authority and on new tools for supervisors

Proposes to establish a Macroprudential Authority (“AMCESFI”) and macroprudential tools for Banco de Espania,
CNMYV and the Pensions and Insurance General Directorate. Deadline: 26 Dec 2018.

« BdE maintains the countercyclical buffer at 0% for 1Q2019

Determines that there is no generalised excessive credit growth in Spain. The credit cycle is turning expansionary,
however it is still below the relevant credit thresholds.
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UNITED KINGDOM
« BoOE issues statement on equivalence recognition for CCPs and CSDs

Recognition would allow UK CCPs to continue providing clearing services to EU members, and enables UK CSDs
to be recognised so they can continue providing notary and settlement services for securities issued under EU law.

« BoE and PRA issues consultations to complete the UK resolution framework

Includes a press statement summarising the publications, an introductory paper, a BoE consultation and a PRA
consultation on their approach regarding the Resolvability Assessment Framework (RAF).

« FCA issues financial services contracts regime in the context of brexit

The temporary permissions regime will enable relevant firms and funds which passport into the UK to continue
operating in the UK under a no-deal brexit and the passporting regime falls away abruptly when the UK leaves EU.

o FCA issues consultation and guidance on high-cost credit products

Publishes a consultation aimed at changing the way banks charge for overdrafts, home-collected credit, catalogue
credit and store cards and a review of the retail banking market. Deadline 18 Mar 2019.

« HM treasury issues financial services legislation in the context of brexit

Includes changes in several of statutory instruments to retain the EU legislation and empowers the UK legislation to
prevent, remedy or mitigate any failure of the regulatory framework to preserve financial stability in the UK.

o HM Treasury updates its guides for financial services in case of a no-deal brexit

Includes legislation and transitional arrangements for, among others: central securities depositories, credit rating
agencies, trade repositories, data reporting service providers and depositories for authorised funds.

« HM Treasury releases draft statutory instrument on securitisation related to the brexit

It will amend the securitisation regulatory framework to ensure that the new regime continues to operate effectively
in a UK context once the UK leaves the EU. HM Treasury intends to lay this S| before Parliament before exit.

UNITED STATES
o Federal agencies consults on rulemaking for Stress Testing (ST)

Aimed at receiving comments on the proposed changes to ST regulations such as raising the application threshold
from $10 billion to $250 billion or revising the frequency of the exercises. Deadline: 19 Feb 2019.

« FRB Stability Oversight Council releases 2018 report

Recommendations include: to address threats to cybersecurity, to complete the transition to a new alternative
reference rate, to monitor leverage and valuations and to evaluate regulatory overlap and duplication.
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« Federal agencies announces resolution plan determinations and guidance

Provides information on resolution plan weaknesses for four foreign-based banks and finalizes resolution plan
guidance for the eight largest and most complex domestic banking organizations.

« FRB issues bilateral (USA-UK) agreement on insurance & reinsurance sector

The agreement will ensure continuity for UK insurers and reinsurers accessing the U.S market while maintaining
prudential standards and will enable customers to protect themselves more efficiently against risks.

Recent publications of interest (in English and Spanish):

o Press Article. Sovereign risk in the Eurozone and its treatment in banking regulation. December 2018

o Working Paper. Policy priorities to promote financial development in the context of MI Trap. December 2018
o Press Article. Central banks and sustainable finance: From exoticism to stoicism. November 2018

o Regqulation Watch. Global | 2018 G-SIBs list: the three key changes. November 2018

Previous editions of our Weekly Regulatory Update in Spanish and English.
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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 and estimates at the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, but not independently verified by BBVA. Therefore, BBVA offers no
warranty, either express or implicit, regarding their accuracy, completeness or correctness.

Estimates this document may contain have been made in accordance with generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, whether 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. Nor shall this document or its contents form the basis of any
contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers
should be aware that in no circumstances should they base their investment decisions on the information contained
in this document. 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. Its reproduction, transformation, distribution,
public communication, provision, extraction, reuse, forwarding or use of any nature by any means or process is
forbidden, except in cases where it is legally permitted or expressly authorised by BBVA.
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