BBVA

Research

Financial Regulation: Weekly Update

Matias Cabrera, Inés Criado, Arturo Fraile, Salvador Portillo, Ana Rubio, Victoria Santillana, Pilar Soler, Victor Tarrias

October 23, 2020

Highlights

FSB issues report on effective practices for cyber incident responses and recovery
EBA issues opinion on legacy instruments

IFRS Foundation launches a consultation on global sustainability standards

BdE issues work plan and strategic priorities for 2020-2024

SO

US Agencies issue rule on the regulatory treatment of investments in TLAC instruments issued by G-SIBs,

and final rule implementing the NSFR

GLOBAL

FSB issues report on effective practices for cyber incident responses and recovery
Encourages authorities and organizations to use a toolkit that includes 49 practices for effective cyber incident
response and recovery for the smooth functioning of the financial system and in engendering financial stability.
IFRS Foundation launches a consultation on global sustainability standards

It aims at assessing demand for global sustainability standards. If demand is strong they will evaluate whether and
to what extent the Foundation might contribute to the development of such standards. Deadline: Dec 31, 2020

EUROPE

EBA issues opinion on legacy instruments

In view of the ending of the grandfathering period, proposes policy options to address the potential infection risk
stemming from these instruments and with the objective of ensuring a high quality of capital for EU institutions.

EBA issues opinion on macroprudential measures taken by the Swedish FSA

It does not object to the measure the Swedish FSA intends to apply to credit institutions adopting the IRB approach
in order to enhance its resilience to potential severe downward corrections in residential real estate markets.

EIOPA issues third annual European Insurance Overview

The overview supports the supervisory community and industry with relevant data at European level. The focus of
the 2019 overview is on: i) life market; ii) non-life market; iii) solvency and capitalization; and iv) investments.
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https://www.fsb.org/2020/10/fsb-encourages-use-of-cyber-incident-response-and-recovery-toolkit/
https://www.ifrs.org/news-and-events/2020/09/ifrs-foundation-trustees-consult-on-global-approach-to-sustainability-reporting/
https://eba.europa.eu/eba-issues-opinion-address-possible-infection-risk-stemming-legacy-instruments
https://eba.europa.eu/eba-issues-opinion-measures-address-macroprudential-risk-following-notification-finansinspektionen
https://www.eiopa.europa.eu/content/european-insurance-overview-2020_en
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BdE issues work plan and strategic priorities for 2020-2024

It Focuses on five pillars: (i) Central bank policies; (ii) long-term trends in the Spanish economy; (iii) risks and
opportunities from the international markets; (iv) heterogeneity of individuals and firms; and (v) new technologies.

UNITED KINGDOM

BoE consults on the transposition of the Capital Requirements Directive (CRD) V

It covers, among others: i) authorization and supervision of holding companies, ii) interest rate risk in the banking
book, iii) capital buffers, iv) maximum distributable amount and v) Pillar 2 requirements. Deadline: Nov 17, 2020.

UK Treasury consults on its future regulatory framework

It seeks feedback on how the UK regulatory framework for financial services should adapt following Brexit in order
to achieve an agile and coherent approach. Deadline: Jan 19, 2021.

UNITED STATES

Agencies issue rule on the regulatory treatment of investments in TLAC instruments issued by G-SIBs

It seeks to reduce interconnectedness within the financial system and contagion risks associated with the failure of
a GSIB by requiring the bank to deduct investments in other firms’ TLAC debt. Effective date: Apr 1, 2021.

Agencies issue final rule for the NSFR

The calibration of the requirement will depend on the size and complexity of the bank, with reduced calibrations for
banks with lower risk profiles (compared to firms subject to the full NSFR requirement). Effective date: Jul 1, 2021.

FDIC consults on interim final rule that provides relief on audit and reporting requirement

Interim final rule to provide relief to IDIs that experienced temporary growth due to participation in stimulus activities
such as the PPP. Deadline: 30 days after publication in the Federal Register.

CFTC and BoE sign MoU for supervision of cross-border clearing organizations

It seeks to sirengthen the relationship between the regulators. It shows the interest of fulfilling their respective
regulatory mandates, particularly in preserving the benefits of cross-border clearing activity.

CFTC and SEC issue final rule on security futures margin and consult on portfolio margining

i) Rule to harmonize the minimum margin level for security futures held in future accounts and future portfolio
margin accounts. ii) Consultation on the portfolio margining of uncleared SWAPs and non-cleared securities
SWAPs. Deadline: 30 after publication in the Federal Registry.

CFTC issues advisory on Futures Commission Merchants (CFM)

It provides guidance on how to report certain deposited virtual currency from customers related with physically
delivered futures contracts or swaps, as well as design risk management programs.
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https://www.bde.es/f/webbde/GAP/Secciones/SalaPrensa/NotasInformativas/20/presbe2020_81en.pdf
https://www.bankofengland.co.uk/prudential-regulation/publication/2020/capital-requirements-directive-v-further-implementation
https://www.gov.uk/government/consultations/future-regulatory-framework-frf-review-consultation
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20201020a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20201020b.htm
https://www.fdic.gov/news/financial-institution-letters/2020/fil20099.html#:~:text=On%20October%2020%2C%202020%2C%20the,Protection%20Program%20(PPP)%2C%20the
https://www.cftc.gov/PressRoom/PressReleases/8289-20?utm_source=govdelivery
https://www.cftc.gov/PressRoom/PressReleases/8292-20?utm_source=govdelivery
https://www.cftc.gov/PressRoom/PressReleases/8291-20?utm_source=govdelivery
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CFPB issues final rules on extending Government-Sponsored Enterprise (GSE) patch
The bureau is taking steps to ensure a smooth and orderly transition away from the GSE Patch and to maintain
access to responsible, affordable mortgage credit upon its expiration to consumers.

CFPB consults on consumer access to financial records

It seeks views on how to efficiently develop regulations to implement Dodd-Frank Act’s provisions which provide for
consumer rights to access financial records. Deadline: 90 days after publication in the Federal Register.

Recent publications of interest (in English and Spanish):

Press Article. Procyclical financial regulation: What can be done? (page 25). October 2020
Press Article. Europe | One step closer to the Capital Markets Union. October 2020

Press Article. The Banking Union in times of Covid (page 85). September 2020

Press Article. The Coronavirus: an unexpected ally of digitization. June 2020.

Previous edition of our Weekly Financial Regulation Update in English.
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https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-issues-final-rule-extending-the-gse-patch/
https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-releases-advance-notice-proposed-rulemaking-consumer-access-financial-records/
http://www3.weforum.org/docs/WEF_GFC_Bookend_Endnotes_Report_2020.pdf
https://www.bbvaresearch.com/en/publicaciones/europe-one-step-closer-to-the-capital-markets-union
https://www.eurofi.net/wp-content/uploads/2020/09/views-the-eurofi-magazine_berlin_sept-2020.pdf
https://www.bbva.com/es/opinion/el-coronavirus-un-inesperado-aliado-de-la-digitalizacion/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-16-october-2020/
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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. 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 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 authorized by BBVA.
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