BBVA

Research

Financial Regulation: Weekly Update

Salvador Bekiaropoulos, Matias Cabrera, Arturo Fraile, Javier Garcia, Ana Rubio, Willlians Ruiz, Victoria Santillana, Pilar Soler
21 June 2019

Highlights
FSB issues compensation progress report
EBA issues consultation on draft guidelines on loan origination and monitoring
SRB issues documents following its industry dialogue meeting

European Commission publishes reports on climate finance and guidelines on corporate climate-related
information

BdE keeps the countercyclical capital buffer at 0% for 3Q2019

GLOBAL

FSB publishes compensation progress report

Highlights: i) boards appear more active, ii) compensation arrangements have longer time horizons, iii) tools to
address conduct risk, iv) the challenge of compensation policies effectiveness in balancing risk and reward.

IOSCO issues report on cyber task force

Serving as a resource for financial market regulators and firms, it raises awareness of existing international cyber
standards and frameworks and encourages the adoption of good practices for cyber risk protection.

EUROPE

EBA consults on draft guidelines on loan origination and monitoring

The guidelines aim to ensure that institutions have robust and prudent standards for credit risk taking, management
and monitoring, and that newly originated loans are of high credit quality. Deadline: 30 Sep.

SRB publishes documents following its 8th industry dialogue

Publishes presentations on MREL and how it will be affected by the recent approval of the capital requirements
regulation 2, expectations for banks on resolvability, and SRB resolution planning.

EC publishes reports on climate finance and guidelines on corporate climate-related information

Reports on: i) taxonomy for sustainable activities, ii) green bonds standards, iii) climate benchmarks and
benchmarks' ESG disclosures. Guidelines on the reporting of climate-related information.

Council of the EU agrees two reforms under CMU framework

It adopts rules for creating a Pan-European Pension Product (PEPP) and enhances the regulatory framework of
investment funds, facilitating their cross-border distribution. Entry into force: 20 days after publication in the OJEU.
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https://www.fsb.org/2019/06/fsb-publishes-compensation-progress-report/
https://www.iosco.org/news/pdf/IOSCONEWS536.pdf
https://eba.europa.eu/-/eba-consults-on-draft-guidelines-on-loan-origination-and-monitoring
https://srb.europa.eu/sites/srbsite/files/presentation_on_srb_resolution_planning.pdf
http://europa.eu/rapid/press-release_IP-19-3034_en.htm
https://ec.europa.eu/info/publications/non-financial-reporting-guidelines_en#climate
http://dsms.consilium.europa.eu/952/Actions/Newsletter.aspx?messageid=33741&customerid=45084&password=enc_643272435674433877513256_enc
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ESRB issues report on Exchange traded funds (ETFs)

Presents the main channels through which ETFs have the potential to affect systemic risk, especially regarding
order flows in periods of stress and exposures of financial institutions to ETFs and their reliance to manage
liquidity.

ESMA publishes 2018 annual report

Reviews its achievements against its 2018 priorities and objectives in meeting its mission of enhancing investor
protection and promoting stable and orderly financial markets in the European Union.

ESMA issues positive opinions on national product intervention measures

The opinions relate to the actions taken by National Authorities from Italy, Portugal, Ireland and Luxembourg. The
measures taken are found to be proportionate and justified.

OJEU updates exemptions to pre and post-trade transparency requirements under EMIR

Adds the People's Bank of China to the list of exempted Central Banks from the pre- and post-trade transparency
requirements under MiFIR. Enters into force on 10 Jul.

ESMA updates Q&As and publishes translation of guidelines

i) Q&As on CSDR and EMIR data reporting. ii) Translation of its guidelines on non-significant benchmarks under
the Benchmarks Regulation.

EIOPA, ECB and NCAs agree on standards for supervisory and statistical reporting

The common minimum standards align expectations for the level of quality of data reported by (re)insurance
undertakings. Among others they include information about timelines, synchronisation and request for revisions.

EIOPA publishes annual report for 2018 and re-publishes monthly technical information

i) Annual report taking stock of 2018 achievements and financial performance, among others; ii) Re-publishes
information on the Icelandic Krona and updates the relevant risk-free interest rate term structure for May.

SPAIN

BdE maintains without changes the countercyclical capital buffer (CCyB) for 3Q2019

Keeps the CCyB at 0% for credit exposures to Spain. Decision consistent with indicators used to assess systemic
risk caused by credit growth. Remarks the need to carefully follow the evolution and projection of these indicators

CNMV publishes 2018 annual report

Highlights its activities on MIFID Il / MiFIR implementation, and work related with the Brexit plan. It also includes,
among others, information on fines, disciplinary proceedings initiated and proceedings concluded.

MINECO consults on pension funds disclosure

It seeks comments on draft of ministerial order that sets out the quantitative information models that pension fund
management entities have to provide to the authorities (EIOPA, ECB and DGSFP). Deadline: 2 Jul.

Regulation Weekly — 21 June 2019 2


https://www.esrb.europa.eu/news/pr/date/2019/html/esrb.pr190617~338f709d87.en.html
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-2018-annual-report
http://www.esma.europa.eu/press-news/esma-news/esma-issues-positive-opinions-product-intervention-measures-ireland-italy
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2019.163.01.0056.01.ENG&toc=OJ:L:2019:163:TOC
https://www.esma.europa.eu/press-news/esma-news/esma-updates-csdr-qas-4
https://www.esma.europa.eu/press-news/esma-news/esma-updates-qa-emir-data-reporting-1
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-translations-guidelines-non-significant-benchmarks
https://eiopa.europa.eu/Pages/News/EIOPA,-ECB-and-national-authorities-agree-on-common-minimum-standards-for-supervisory-and-statistical-reporting-by-(re)insu.aspx
https://eiopa.europa.eu/Publications/Reports/EIOPA_2018%20Annual%20Report.pdf
https://eiopa.europa.eu/Pages/News/EIOPA-re-publishes-the-monthly-technical-information-on-the-Icelandic-Krona-(ISK)-and-updates-the-Solvency-II-relevant-risk.aspx
https://www.bde.es/f/webbde/GAP/Secciones/SalaPrensa/NotasInformativas/19/presbe2019_38en.pdf
http://www.cnmv.es/portal/verDoc.axd?t=%7B5ff8c0fd-bf21-4006-a23f-f2a5a5bdf838%7D
http://www.mineco.gob.es/portal/site/mineco/menuitem.ac30f9268750bd56a0b0240e026041a0/?vgnextoid=28b3cf321b56b610VgnVCM1000001d04140aRCRD&vgnextchannel=864e154527515310VgnVCM1000001d04140aRCRD&lang_choosen=en
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UNITED KINGDOM

PRA issues Policy Statement regarding Pillar 2 liquidity

It provides feedback to previous consultation, updating the Pillar 2 Liguidity framework (reporting, PRA’s approach
to supervise liquidity risk, guidelines on regulatory reports, among others).

FCA issues communication regarding the results from Defined Benefit transfers survey

It warns that firms should strengthen their rules on pension transfer advice (too much advice is not of an acceptable
standard). It will start writing to firms where potential harm has been identified, with the actions they should take.

UNITED STATES

Agencies issue final rule on reporting requirements for small institutions

It streamlines regulatory reporting requirements for insured depository institutions with less than $5 billion in assets,
that do not engage in complex or international activities.

Agencies issue list of geographies under CRA

It is the 2019 list of distressed or underserved nonmetropolitan middle-income geographies where revitalization
activities are eligible to receive CRA consideration.

SEC consults on the harmonization of private securities offering exemptions

It seeks comments on ways to simplify, and improve the exempt offering framework, expanding investment
opportunities but maintaining investor protection. Deadline: 90 days from publication in the Federal Register.

FRB consults on technical update to Freedom of Information Act (FOIA)

Regarding technical updates to its FOIA procedures, as well as on changes to improve the efficiency of rules for
the disclosure of confidential supervisory information. Deadline: 60 days from publication in the Federal Register.

OCC issues report on trading revenues and guidance on higher LTV lending in some communities

i) First quarter report highlighting high concentration of derivatives in 4 large banks, and concentration in interest
rate derivative products. ii) Risk management guidance for higher Loan to Value lending in communities targeted
for revitalization.

Recent publications of interest (in English and Spanish):

Press Article. To complete the Banking Union, it is also necessary to harmonize bank insolvency regimes. May
2019.

Press Article. New package of banking reforms to prevent crises. June 2019.

Press Article. Nueva Ley de Contratos de Crédito Inmobiliario: de la teoria a la practica (only in Spanish). June
2019.

Previous edition of our Weekly Financial Regulation Update in English.
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https://www.bankofengland.co.uk/prudential-regulation/publication/2019/pillar-2-liquidity-updates-to-the-framework
https://www.fca.org.uk/news/press-releases/fca-announces-further-action-defined-benefit-transfers
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20190617a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20190617b.htm
https://www.sec.gov/news/press-release/2019-97
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20190614a.htm
https://www.occ.gov/news-issuances/news-releases/2019/nr-occ-2019-67.html
https://www.occ.gov/news-issuances/bulletins/2019/bulletin-2019-28.html
https://www.bbva.com/en/opinion/to-complete-the-banking-union-it-is-also-necessary-to-harmonize-bank-insolvency-regimes/
https://www.bbva.com/en/opinion/new-package-of-banking-reforms-to-prevent-crises/
https://www.bbva.com/es/opinion/nueva-ley-de-contratos-de-credito-inmobiliario-de-la-teoria-a-la-practica/
https://www.bbvaresearch.com/publicaciones/regulacion-financiera-actualizacion-semanal-10-de-mayo-2019/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-14-june-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 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.

Any 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.

With 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 on 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. Reproduction, transformation, distribution,

public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process is prohibited, except in cases where it is legally permitted or expressly authorised by BBVA.

Regulation Weekly — 21 June 2019 4



B BVA Creating Opportunities

Research

This report has been produced by

Head of Financial Regulation
Ana Rubio
arubiog@bbva.com

Arturo Fraile Matias Daniel Cabrera Javier Garcia Tolonen Salvador  Bekiaropoulos  Donate
arturo.fraile@bbva.com matiasdaniel.cabrera@bbva.com | javierpablo.garcia@bbva.com | sglyador.bekiaropoulos@bbva.com
Victoria Santillana Pilar Soler Willians Ruiz

mvictoria.santillana@bbva.com pilar.soler.vaquer@bbva.com willians.ruiz@bbva.com

Regulation Weekly — 21 June 2019 5



