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Highlights

Spanish Congress approves law regarding mortgage loans. ESMA will recognise UK CCPs in a no-deal Brexit.
SRB issues framework for valuation in resolution. ECB publishes feedback on EONIA transition to ESTER. EBA
releases consumer trends report. FRB extends comment period for stress test consultation. Agencies extend
comment period for SA-CCR proposal.

EUROPE

« ESMA issues statement on the recognition of UK CCPs in the event of a no-deal Brexit

In order to limit the risk of disruption and the negative impact on EU financial stability, it announces that in the case
of a no-deal Brexit, LCH Ltd, ICE Clear Europe Ltd and LME Clear Ltd will be recognized as third-country CCPs.

« SRB publishes framework for valuation in resolution

Provides a common framework for independent valuers for the valuation to determine the resolution tool (“valuation
2”) and for the valuation to determine compliance with the No-Creditor-Worse-Off principle (“valuation 3”).

« ECB publishes feedback on transition from EONIA to ESTER

Feedback on the Working Group’s report shows that participants agreed that the preferred transition path would be
a time-limited recalibration approach with a spread and clean discounting and to discontinue EONIA by end 2021.

« ESMA publishes annual report 2018 and supervisory work programme 2019

Supervision will focus on: i) data quality and access by public authorities, ii) risk-based approach, iii) Brexit and, iv)
cybersecurity for trade repositories, credit rating agencies and CCPs.

« EBA releases its Consumer Trends Report for 2018-2019

It includes a quantitative assessment and a qualitative description of each retail banking product or service. Among
other things, it points out that mortgages still have a significant effect on consumers' personal finances.

« ESMA updates double volume cap (DVC) data

It updates public register with the latest set of DVC data under MiFID Il. There are 109 new breaches: 80 equities
for the 8% cap applicable to all trading venues, and 29 equities for the 4% cap for individual trading venues.
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https://www.esma.europa.eu/press-news/esma-news/esma-recognise-three-uk-ccps-in-event-no-deal-brexit
https://srb.europa.eu/en/node/728
https://srb.europa.eu/en/node/728
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses02_201902.en.pdf
https://www.ecb.europa.eu/paym/pdf/cons/euro_risk-free_rates/ecb.summaryofresponses02_201902.en.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-supervision-focus-data-brexit-and-cybersecurity-in-2019
https://eba.europa.eu/-/eba-publishes-consumer-trends-report-for-2018-19
https://www.esma.europa.eu/press-news/esma-news/mifid-ii-esma-issues-latest-double-volume-cap-data-8
https://www.esma.europa.eu/press-news/esma-news/mifid-ii-esma-issues-latest-double-volume-cap-data-8
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« ESMA renews binary option prohibition for another 3 months

It agrees to renew prohibition for the marketing, distribution or sale of binary options to retail clients from 2 April
2019 and for another three months. The prohibition has been in force since July 2018.

« EIOPA issues recommendations to national authorities regarding Brexit

It seeks to provide guidance to national authorities on how UK insurance undertakings and distributors should be
treated as regards cross-border services in the EU in the case of a no-deal Brexit.

« EIOPA issues framework to identify conduct risk throughout all stages of the product lifecycle

Covers the following areas: i) business model and management, ii) manufacturing, iii) delivery and, iv) product
management to contribute to the effective implementation of EIOPA's Conduct of Business Supervision Strategy.

SPAIN

« Congress approves law regulating mortgage loan contracts

It reduces the expenses associated with changes in mortgage contracts, establishing measures to enhance the
transparency of the conditions of such contracts. It will enter into force three months after its publication in the BOE.

« CNMV issues financial stability report and report on supervision for securities-issuing companies

i) It finds that stress for financial markets still remains low. Other relevant aspects discussed: debt level, population
ageing, and banking profitability. ii) It includes 297 reports from 195 issuing entities: 98% of audit reports were
favorable, and all IBEX 35 entities have a favorable opinion.

« CNMV signs memorandum of cooperation and assistance with Moroccan AMMC

The agreement provides for consultations between both authorities on issues of mutual interest, in order to improve
cooperation and investor protection. It also establishes technical assistance and staff training programmes.

UNITED KINGDOM

« PRA publishes policy statement on loss absorbency under Solvency Il

Provides feedback to previous consultation on the adjustment of loss absorbency reduction where own funds are
taxed on write down. It also issues clarification on how the adjustment should be reflected in Solvency Il templates.

Creating Opportunities

Regulation Weekly — 22 February 2019 2


https://www.esma.europa.eu/press-news/esma-news/esma-renews-binary-options-prohibition-further-three-months-2-april-2019
https://www.esma.europa.eu/press-news/esma-news/esma-renews-binary-options-prohibition-further-three-months-2-april-2019
https://eiopa.europa.eu/Pages/News/FEB2019-eiopa-calls-upon-national-supervisory.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-sets-out-framework-for-identifyin-conduct-risks-.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-sets-out-framework-for-identifyin-conduct-risks-.aspx
http://www.congreso.es/portal/page/portal/Congreso/Congreso/SalaPrensa/NotPre?_piref73_7706063_73_1337373_1337373.next_page=/wc/detalleNotaSalaPrensa&idNotaSalaPrensa=32493&anyo=2019&mes=2&pagina=1&mostrarvolver=S&movil=null
http://www.cnmv.es/portal/verDoc.axd?t=%7Bdf895988-b82a-46cf-991b-f2f8de2d3723%7D
https://www.cnmv.es/portal/verDoc.axd?t=%7Bb938d027-225e-4d3a-91f3-79757ae033f3%7D
https://www.cnmv.es/portal/verDoc.axd?t=%7B1b1c4c3f-8c35-47f7-958e-83ba7716fc6d%7D
https://www.bankofengland.co.uk/prudential-regulation/publication/2018/solvency-ii-adjusting-for-reduction-loss-absorbency-where-own-fund-instruments-taxed-on-write-down?utm_source=Bank+of+England+updates&utm_campaign=8349a50f3f-EMAIL_CAMPAIGN_2019_02_20_08_38&utm_medium=email&utm_term=0_556dbefcdc-8349a50f3f-113461697
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UNITED STATES

« FRB extends comment period for proposed changes to company-run stress testing requirements

Initial comment period is extended to allow interested parties more time to analyze the issues and prepare their
comments and to meet the 30-day notice period intended by the Board. New deadline: 21 Mar.

« Agencies extend comment period on SA-CCR proposal to calculate exposure of derivative contracts

The proposal provides a standardized approach for measuring counterparty credit risk (SA-CCR) as an alternative
to the current exposure methodology for calculating derivative exposure under capital rules. New deadline: 18 Mar.

« CFTC issues comments on Agencies SA-CCR proposal for exposure of derivatives

Some commissioners argue that implementing SA-CCR without offset will increase some clearing members
supplementary leverage ratio when they hold margins on behalf of clients, disincentivizing the provision of clearing
services.

Recent publications of interest (in English and Spanish):

. Financial Regulation Outlook. January 2019

. Working Paper. Digital transformation and finance sector competition. January 2019

. Working Paper. Sovereign risk in the Eurozone and its treatment in banking regulation. December 2018
. Press Article. Resilience of mortgage lending. January 2019

. Press Article. What will be the trends in financial regulation in 20197 December 2018

Previous issues of our Weekly Regulatory Update in Spanish and English.
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https://www.federalreserve.gov/newsevents/pressreleases/bcreg20190215a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20190215b.htm
https://www.cftc.gov/PressRoom/PressReleases/7873-19?utm_source=govdelivery
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-outlook-first-quarter-2019/
https://www.bbvaresearch.com/en/publicaciones/digital-transformation-and-finance-sector-competition/
https://www.bbvaresearch.com/en/publicaciones/sovereign-risk-in-the-euro-zone-and-its-treatment-in-banking-regulation/?utm_source=instant&utm_medium=enlace%20publicaci%C3%B3n&utm_campaign=20181221&utm_content=Sovereign%20risk%20in%20the%20euro%20zone%20and%20its%20treatment%20in%20banking%20regulation&cid=eml:oem:oth:----sovereign_risk_in_the_euro_zone_and_its_treatment_216083--:::lnkpubl:::20181221::oth:instant:
https://www.bbvaresearch.com/en/publicaciones/resilience-of-mortgage-lending/
https://www.bbvaresearch.com/en/publicaciones/resilience-of-mortgage-lending/
https://www.bbvaresearch.com/en/publicaciones/what-will-be-the-trends-in-financial-regulation-in-2019/?utm_source=instant&utm_medium=enlace%20publicaci%C3%B3n&utm_campaign=20181224&utm_content=What%20will%20be%20the%20trends%20in%20financial%20regulation%20in%202019%3F&cid=eml:oem:oth:----what_will_be_the_trends_in_financial_regulation_i_216280--:::lnkpubl:::20181224::oth:instant:
https://www.bbvaresearch.com/publicaciones/regulacion-financiera-actualizacion-semanal-15-de-febrero-2019/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-15-february-2019/
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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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