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Highlights

1.

European Commission presents the legislative proposals for AML/CFT

2. ESMA issues a public consultation on remuneration requirements under MIFID II

3. EBA consults the application of the limited network exclusion requirements under PSD2

4. BoE issues a consultation on its approach to set MREL and guidance on bail-in execution

5. BCBS consults on the process for reviewing the G-SIB methodology

Global

o BCBS consults on the process for reviewing the G-SIB methodology
It proposes a technical amendment to replace the existing three-year review cycle with a process of ongoing
monitoring and review. Deadline: Sep 3, 2021.

e CPMI and IOSCO issue a joint report on FMI business continuity plan under the Principles for FMIs
Assesses the implementation of the operational risk principle in 38 FMIs from 29 jurisdictions. It finds that some
FMIs do not fully meet expectations with respect to recovery from operational incidents (e.g. natural disasters).

Europe

EC presents the AML/CFT legislative proposals
It includes: i) the creation of a new EU authority, the Anti-Money Laundering Authority (AMLA); and ii) a single
rulebook for AML/CFT to harmonize rules across the EU. The rules will be extended to the entire crypto sector.

ESMA consults on remuneration requirements under MIFID Il
The guidelines clarify and foster convergence in the implementation of certain aspects of the new MiFID Il
remuneration requirements, replacing the guidelines issued in 2013. Deadline: Oct 19, 2021.

EBA consults the application of the limited network exclusion requirements under PSD2
It proposes draft guidelines with requirements, criteria and indicators, aimed at ensuring that excluded payment
instruments (from PSD2) are used in a limited way, in order to reduce potential risks for users.

EBA issues a methodological guide to mystery shopping
It sets out in seven steps how mystery shopping activities can be conceived and carried out and how NCAs can
use the guide to complement other supervisory tools.

EBA issues a report on asset encumbrance
Highlights that banks made extensive use of central bank facilities to strengthen their liquidity buffers and
maintain the flow of credit, which resulted in a rise of the ratio from 25% in Dec 2019 to 27.8% by end-2020.

Financial Regulation: Weekly Update / July 23, 2021 1


https://www.bis.org/press/p210720.htm
https://www.bis.org/press/p210721.htm
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_3690
https://www.esma.europa.eu/press-news/esma-news/esma-consults-remuneration-requirements-under-mifid-ii
https://www.eba.europa.eu/eba-consults-draft-guidelines-limited-network-exclusion-under-revised-payment-services-directive
https://www.eba.europa.eu/european-banking-authority-publishes-methodological-guide-mystery-shopping
https://www.eba.europa.eu/eba-found-extensive-use-central-bank-facilities-drove-asset-encumbrance-ratios-2020
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ESMA issues the results of its common supervisory action on MiFID suitability requirements
Outlines that firms overall comply with key elements of the suitability requirements that were already regulated
under MiFID I. However, there are some improvement areas related with the new requirements from MiFID II.

ESMA issues its third report on the implementation of Central Securities Depositories (CSDs)
It suggests enhancing the authorization process for CSDs to provide banking-type ancillary services and
includes several proposals to facilitate the provision of banking-type ancillary services by non-banking CSDs.

ESMA issues Q&A on several topics
The updated questions and answers include: i) AIFMD; ii) UCITS; iii) MiFIR data reporting; iv) Prospectus; and
v) Benchmarking regulation.

ESMA issues three reports on sanctions
Includes: i) 2020 report on the use of supervisory sanctions by NCAs under UCITS Directive; ii) annual report
on NCAs use of sanctions under AIFMD; and iii) a report on Prospectus Activity and Sanctions for 2020.

EIOPA issues a supervisory assessment on the ORSA in the context of COVID-19
Focuses on the supervision of the internal processes of undertakings that are necessary in order to have a
good-quality Own Risk and Solvency Assessment (ORSA) in place.

SPAIN

CNMV issues its second quarter bulletin 2021
It focuses on equity markets, where significant gains were observed as the vaccination process progresses and
as a result of the economic reopening. However, this upward trend began to weaken as of mid-June.

United Kingdom

BoE issues a consultation on its approach to set MREL and guidance on bail-in execution

i) Consultation on the review of the approach for setting MREL (focus on resolution strategy, MREL calibration,
eligibility, and the application of MRELs within banking groups). Deadline: Oct 1, 2021. ii) Operational guidance
on bail-in execution, providing information on operational processes and arrangements involved in bail-in.

FCA consults on Packaged Retail and Insurance-based Investment Products (PRIIPs)
Proposes to change disclosure documents provided to retail investors to provide more clarity to consumers
about what the products are, the risk presented and information to help understand likely future performance.

PRA issues a policy statement to amend the definition of ‘higher paid material risk taker’
Provides feedback on a former consultation as well as amendments to the Remuneration Part of the PRA
Rulebook and an updated Supervisory Statement on remuneration. Effective date: Jul 23, 2021.

FCA and BoE encourage market participants in a switch to Risk Free Rates (RFRs) in the LIBOR
Support and encourage liquidity providers in the LIBOR cross-currency swaps market to adopt new quoting
conventions for interdealer trading based on RFRs instead of LIBOR, from Sep 21, 2021.

PRA issues statement on the recalculation of the Transitional Measure on Technical Provisions (TMTP)
According to its data recent movements in risk-free rates (RFR) meet the threshold for a material change in
risk. PRA would accept applications from firms to recalculate TMTP as at Wednesday Jun 30, 2021.
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https://www.esma.europa.eu/press-news/esma-news/esma-highlights-areas-improvement-in-compliance-mifid-ii-suitability
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-its-third-report-csdr-implementation
https://www.esma.europa.eu/press-news/esma-news/new-qas-available
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-fourth-annual-report-use-sanctions-ucits
https://www.esma.europa.eu/press-news/esma-news/esma-publishes-second-report-sanctions-under-aifmd
https://www.esma.europa.eu/press-news/esma-news/esma-see-small-decrease-in-eea-prospectus-approvals-in-2020
https://www.eiopa.europa.eu/content/supervisory-statement-orsa-context-of-covid-19-0
https://www.cnmv.es/portal/verDoc.axd?t=%7B0512ff21-4e9c-4d2f-b6e2-239b265f8f3a%7D
https://www.bankofengland.co.uk/paper/2021/boes-review-of-its-approach-to-setting-mrel-consultation-paper-july-2021
https://www.bankofengland.co.uk/paper/2021/executing-bail-in-an-operational-guide-from-the-boe
https://www.fca.org.uk/news/press-releases/fca-consults-post-brexit-divergence-priips-regulation
https://www.bankofengland.co.uk/prudential-regulation/publication/2021/april/remuneration-correction-to-the-definition-of-higher-paid-material-risk-taker
https://www.bankofengland.co.uk/news/2021/july/fca-boe-encourage-market-participants-in-a-switch-to-rfrs-in-the-libor-cross-currency-swaps-market
https://www.bankofengland.co.uk/prudential-regulation/publication/2021/july/recalculation-of-the-transitional-measure-on-technical-provisions
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United States

e Agencies issue a joint statement to improve CRA procedures

They commit to work together in order to strengthen and modernize the CRA, as joint action will best achieve a
consistent framework across all banks to help meet the credit needs of the communities.

o FDIC consults on a rule to simplify deposit insurance coverage rules
Seeks to merge deposit categories and simplify its calculus to determine coverage of trust accounts. It also
amends coverage for mortgage servicing accounts. Deadline: 60 days after publication in the Federal Register.

Recent publications of interest (in English and Spanish)

e Press Article. Post-covid banking regulation. July 2021.
e Press Article. The challenge of restructuring sovereign debt. June 2021.
e Press Article. What do we expect on European financial regulation for the semester ahead? June 2021.

e Press Article. Public aid, level playing field and the role of banks. April 2021.

Previous edition of our Weekly Financial Regulation Update in English.
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https://www.federalreserve.gov/newsevents/pressreleases/bcreg20210720a.htm
https://www.fdic.gov/news/press-releases/2021/pr21066.html
https://www.bbva.com/es/opinion/regulacion-post-covid/
https://www.eleconomista.es/opinion-blogs/noticias/11305387/07/21/El-reto-de-reestructurar-la-deuda-soberana.html
https://www.bbva.com/es/opinion/que-esperamos-en-regulacion-financiera-europea-en-el-proximo-semestre/
https://www.bbva.com/en/opinion/public-aid-level-playing-field-and-the-role-of-banks/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-jul-16-2021/
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

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.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions 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.

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.

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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