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Highlights
FSB issues report on the implementation of reforms to interest rates benchmarks
Council of the EU reaches agreement on taxonomy of sustainable finance
European Commission adopts delegated regulation for alternative standardized approach for market risk
EBA consults on standards on benchmarking of internal models, on staff with material impact on risk
profile, and publishes 2020 stress test templates

SRB extends prior permissions procedure to reduce eligible liabilities instruments

GLOBAL

FSB issues report on the implementation of reforms to interest rates benchmarks
The report finds that given the degree of risk arising from the continued reliance on LIBOR, regulated firms should
expect increasing scrutiny of their transition efforts as the end of 2021 approaches.
ISDA consults on fallbacks for Euro LIBOR and EURIBOR
Consults on spread and term adjustments on fallbacks and seeks feedback on whether the adjustments would be
appropriate for lesser-used IBORs if ISDA implements fallbacks. Deadline: Jan 21, 2020.
FSB publishes its 2020 work program
Sets its priorities on financial innovation developments; global stablecoins challenges, efficiency and inclusiveness
of cross-border payment services, implementation of benchmark reforms and monitoring of post-crisis reforms.
I0SCO publishes framework for monitoring leverage in funds

Sets a framework to facilitate monitoring of leverage in investment funds that could pose a risk to financial stability.

I0SCO consults on measures to reduce conflicts of interests in debt capital-raising

Requests feedback on guidance to prevent conflicts of interest and conduct risks of market intermediaries in the
debt capital-raising process. Deadline: Feb 16, 2020.

EUROPE

Council of the EU reaches agreement on taxonomy of sustainable finance

The classification system will provide a common language to identify economic activities that are environmentally
sustainable, encouraging private investment in sustainable growth and a climate neutral economy.

EC adopts delegated regulation for the alternative standardized approach for market risk
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https://www.fsb.org/2019/12/fsb-report-sets-out-need-to-reduce-risks-to-financial-stability-from-libor-transition/
https://www.fsb.org/2019/12/fsb-report-sets-out-need-to-reduce-risks-to-financial-stability-from-libor-transition/
https://www.isda.org/2019/12/18/isda-launches-consultation-on-fallbacks-for-euro-libor-and-euribor/
https://www.isda.org/2019/12/18/isda-launches-consultation-on-fallbacks-for-euro-libor-and-euribor/
https://www.fsb.org/2019/12/fsb-sets-out-2020-work-programme/
https://www.iosco.org/news/pdf/IOSCONEWS552.pdf
https://www.iosco.org/news/pdf/IOSCONEWS553.pdf
http://dsms.consilium.europa.eu/952/Actions/Newsletter.aspx?messageid=39810&customerid=25961&password=enc_3341334542344339_enc
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Following the mandate on CRR 2, the EC adopts the final rule with reporting requirements for market risk under the
standardized approach. Enters into force 6 months after publication in OJEU.

EBA publishes final draft standards on SA-CCR implementation
Aim to ensure a smooth and harmonized implementation in the EU. It includes a method for identifying the material
risk drivers of derivative transactions and the formula to calculate the supervisory delta of options.
EBA consults on standards on benchmarking of internal models
To adjust the portfolios and reporting requirements for the upcoming benchmarking exercise. On the credit risk
side, the introduction of IFRS 9 is the main change. The market side remains unchanged. Deadline: Jan 21, 2020.
EBA publishes 2020 stress test templates
After collecting feedback from the industry, the templates are ready for the stress-tests to be launched on Jan
2020.
EBA consults RTS on the identification of staff with material impact on risk taking

It sets the criteria to identify all categories of staff whose professional activities have a material impact on the
institutions' risk profile. Deadline: Feb 19, 2020.

SRB extends prior permissions procedure to reduce eligible liabilities instruments

Procedures to assess applications to reduce eligible liabilities instruments will remain until the EBA’s RTS come
into force. Banks need prior permission to continue performing market-making and secondary market activities.

ESMA provides information on pending applications for benchmark administrators
The information published by ESMA enables EU supervised entities using benchmarks to be aware of which
applications for authorization / registration of EU-based administrators are pending.

ESAs issue joint guidelines on cooperation in AML/CFT
Establishes colleges of AML/CFT supervisors for first time in the EU to ensure effective cooperation and
information exchange between competent authorities.

ESMA issues report on undue short-termism in securities markets

Makes recommendations in disclosures of ESG factors and institutional investor engagement, in response to a
request made by the EC to investigate sources of undue short-termism on corporations.

ESMA issues report on accepted market practices under MAR
Provides an overview on the establishment and application of accepted market practices in the EU after the entry
into force of MAR (Market Abuse Regulation).

EBA updates list of CET1 instruments
In its regular revision of instruments classified as CET1 by competent authorities, EBA has classified a new type of
capital instruments as CET1.

EIOPA issues results of its Occupational Pensions stress test

Shows vulnerabilities due to underfunding, there is a severe reduction in investment assets’ value in the adverse
scenario, and the long-term of their obligations and investments enable them to resist short-term volatility.
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https://ec.europa.eu/info/law/better-regulation/initiatives/c-2019-9068_en
https://eba.europa.eu/eba-publishes-final-draft-standards-key-aspects-related-implementation-standardised-approach
https://eba.europa.eu/eba-consults-amend-standards-benchmarking-internal-models
https://eba.europa.eu/eba-publishes-2020-eu-wide-stress-test-templates-after-testing-them-banks
https://eba.europa.eu/eba-consults-revise-standards-identify-staff-material-impact-institution%E2%80%99s-risk-profile
https://srb.europa.eu/en/node/903
https://www.esma.europa.eu/press-news/esma-news/esma-provides-information-pending-applications-benchmark-administrators
https://www.esma.europa.eu/press-news/esma-news/esma-provides-information-pending-applications-benchmark-administrators
https://eba.europa.eu/esas-transform-way-competent-authorities-cooperate-each-other-amlcft-matters
https://www.esma.europa.eu/press-news/esma-news/esma-proposes-strengthened-rules-address-undue-short-termism-in-securities
https://www.esma.europa.eu/press-news/esma-news/esma-issues-2019-report-accepted-market-practices-under-mar
https://eba.europa.eu/eba-updates-list-cet1-instruments
https://eiopa.europa.eu/Publications/Stress%20Test%20fact%20sheet%202019%20final.pdf
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EIOPA issues reports on capital add-ons, long-term guarantees, and asset and liability management
Publishes: i) annual report on the use of capital add-ons by National Competent Authorities under Solvency lI; ii)
fourth annual analysis on use and impact of long term guarantees and equity risk measures; and iii) report on
insurers’ asset and liability management in relation to illiquidity of liabilities.

EIOPA issues advice on short-term pressures, consults on ICT, and updates portfolios for volatility

adjustments

i) Does not find evidence of short-termism in insurance and pension; ii) provides guidance to NCAs and participants
on ICT security and governance. Deadline: Mar 13, 2021. And iii) updates representative portfolios to calculate
volatility adjustments to the Solvency Il risk-free interest rate term structure.

OJUE publishes the legislative package on Covered Bonds

The two pieces of legislation (Directive & Regulation) will enter into force on 8 Jan 2020. The national transition
period will last until Jul 8, 2021 and measures shall be applied starting at the latest from Jul 8, 2022.

UNITED KINGDOM

BoE publishes financial stability report and stress test results
Analyzes global developments, domestic vulnerabilities and Brexit, capital requirements, market liquidity, and Libor
transition. Stress test shows that UK banks can continue lending in a recession worse than the financial crisis.

BoE issues consultation on stress test and climate change
It presents a proposal for stress-testing the financial stability implications of climate change, for the 2021 Biennial
Exploratory Scenario exercise. Deadline: Mar 18, 2020.

HM Treasury issues statutory instrument for equivalence framework in financial services
Statutory Instrument outlining the UK’s framework for equivalences post-Brexit. HM Treasury will be responsible for
making equivalence decisions, while the FCA, BoE and PRA will be able to provide information or advice.

PRA issues policy statement on Pillar 2 liquidity
Provides feedback to previous consultation paper on reporting frequency threshold related to Pillar 2 liquidity, but
the PRA has decided not to change the proposed policy. It will be implemented on May 1, 2020.

FCA issues call for input on open finance

Launches a discussion on opportunities and risks arising from open finance in the general insurance, cash savings
and mortgage markets. Deadline: Mar 17, 2020. Feedback statement: summer 2020.

UNITED STATES

FED and FDIC issue statement regarding resolution plans

The agencies do not find any deficiencies in the plans submitted by the largest banks, but they find shortcomings
(less severe) in 6 out of 8 plans. Plans to address the shortcomings should be submitted by Mar 31, 2020.
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https://eiopa.europa.eu/Pages/News/EIOPA-publishes-annual-report-on-the-use-of-capital-add-ons-under-Solvency_II.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-publishes-its-fourth-annual-analysis-on-the-use-and-impact-of-long-term-guarantees-measures-and-measures-on-eq-ri.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-publishes-a-report-on-insurers-asset-and-liability-management-in-relation-to-the-illiquidity-of-their-liabilities.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-publishes-advice-on-potential-undue-short-term-pressures-from-financial-markets.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-consults-on-guidelines-on-Information-and-Communication-Technology-security-and-governance.aspx
https://eiopa.europa.eu/Pages/News/EIOPA-updates-representative-portfolios-to-calculate-volatility-adjustments-to-the-Solvency-II-risk-free-interest-rateDec19.aspx
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2019.328.01.0029.01.ENG&toc=OJ:L:2019:328:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2019.328.01.0001.01.ENG&toc=OJ:L:2019:328:TOC
https://www.bankofengland.co.uk/financial-stability-report/2019/december-2019
https://www.bankofengland.co.uk/news/2019/december/boe-consults-on-proposals-for-stress-testing-the-financial-stability-implications-of-climate-change
https://www.gov.uk/government/collections/hm-treasury-equivalence-and-exemption-determinations
https://www.bankofengland.co.uk/prudential-regulation/publication/2019/pillar-2-liquidity-pra110-reporting-frequency-threshold?utm_source=Bank+of+England+updates&utm_campaign=7b52263edf-PRA+Policy+Statement+PS26%2F19&utm_medium=email&utm_term=0_556dbefcdc-7b52263edf-113461697
https://www.fca.org.uk/news/press-releases/fca-asks-proposals-how-open-finance-could-transform-financial-services
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20191217a.htm
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Agencies publish final rule on high volatility commercial real estate

It revises the capital rule to make the definition of high volatility commercial real estate exposures consistent with
the statutory definition. Effective date: Apr 1, 2020.

FDIC issues consultation on brokered deposit restrictions

It seeks to modernize the regulatory framework in order to remove disincentives to offering deposit accounts to
customers through different channels. Deadline: 60 days after publication in the Federal Registry.

SEC adopts rules for uncleared security-based swaps
It adopts risk mitigation techniques for uncleared security-based swaps, establishing certain requirements SBS
(security-based swap) entities. Effective date: 60 days after publication in the Federal Registry.

FRB announces annual adjustment to the asset-size threshold in Regulation |

Federal Reserve Act requires adjusting the asset-size threshold (according to GDP Price Index changes), so that
banks whose consolidated assets are above the new threshold will receive the dividend set in Section 7(a)(1).

FRB extends comment period on risk-based capital requirements for insurance companies

Asks for comments on its proposal to establish risk-based capital requirements for certain insurance companies
supervised by the FRB. New deadline: Jan 22, 2020.

Recent publications of interest (in English and Spanish):

Press Article. Climate Change: Tempus Fugit. September 2019.

Press Article. The Banking union: something's at play. November 2019.

Previous edition of our Weekly Financial Regulation Update in English
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https://www.occ.gov/news-issuances/bulletins/2019/bulletin-2019-64.html
https://www.fdic.gov/news/news/press/2019/pr19121.html
https://www.sec.gov/news/press-release/2019-262
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20191212a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20191213a.htm
https://www.bbvaresearch.com/en/publicaciones/climate-change-tempus-fugit/?utm_source=linkedin&utm_medium=social&utm_campaign=rrssresearch&utm_term=30092019
https://www.bbva.com/en/opinion/the-banking-union-somethings-at-play/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-13-december-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.
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