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1.
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BCBS publishes report on the impact and effectiveness of the implemented Basel reforms
EC launches climate resilience dialogue to implement the green deal

EBA publishes its roadmap on sustainable finance

EBA consults on guidelines on the overall recovery capacity in recovery planning

ESAs publish joint advice to the EC on the review of the securitization prudential framework

Global

BCBS publishes report on the impact and effectiveness of the implemented Basel reforms
The implemented reforms are an important driver of the increase in bank resilience and the report does not
find any considerable evidence of negative side effects of the reforms on banks’ lending and capital costs.

FSB endorses an improved framework for systemic risk in the insurance sector
It has decided to discontinue the annual identification of G-Sllis. It will continue to receive the IAIS annual
update on systemic risk in the global insurance sector and will inform its considerations if needed.

FSB publishes report on the effectiveness of its 2017 recommendations on liquidity for OEFs
It finds authorities have made progress in implementing them and looks at progress in four areas: structural
liquidity mismatch, the use of liquidity management tools, adequacy of stress testing and regulatory reporting.

IAIS publishes reports on digital innovation in the insurance sector
The first report is on FinTech developments in the insurance sector. The second is a joint note on the role of
supervisory technology in insurance supervision. It will continue monitoring these trends and their impact.

Europe

EC launches climate resilience dialogue to implement the green deal
It will explore how insurance and other risk mitigation actions can contribute to climate resilience, from
increasing climate risk insurance penetration, to incentives and investment in good adaptation solutions.

EBA publishes its roadmap on sustainable finance
It outlines the objectives for mandates in sustainable finance and ESG risks over the next 3 years, to integrate
ESG risks considerations in the banking framework and support the transition to a more sustainable economy.
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https://www.bis.org/press/p221214.htm
https://www.fsb.org/2022/12/the-fsb-endorses-an-improved-framework-for-the-assessment-and-mitigation-of-systemic-risk-in-the-insurance-sector-and-discontinues-annual-identification-of-global-systemically-important-insurers/
https://www.fsb.org/2022/12/assessment-of-the-effectiveness-of-the-fsbs-2017-recommendations-on-liquidity-mismatch-in-open-ended-funds/
https://www.iaisweb.org/2022/12/digital-innovation-and-the-insurance-sector-two-publications/
https://climate.ec.europa.eu/news-your-voice/news/implementing-green-deal-commission-launches-climate-resilience-dialogue-2022-12-12_en
https://www.eba.europa.eu/eba-publishes-its-roadmap-sustainable-finance
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o EBA consults on guidelines on the overall recovery capacity in recovery planning
It provides guidance on the relevant steps to set-up a reliable overall recovery capacity framework and
harmonizes the core elements of the competent authorities’ assessment. Deadline: March 14, 2023.

e ESAs publish joint advice to the EC on the review of the securitization prudential framework
It proposes to improve the consistency and risk sensitivity of the capital framework for banks but the liquidity
framework for banks and the prudential framework for insurers should be maintained as it currently stands.

e ECB publishes its supervisory priorities and assessment of risks and vulnerabilities
It defines its priorities as: i) strengthening bank resilience to macro and geopolitical shocks; ii) addressing
digitalization; iii) addressing climate change. It also identifies main vulnerabilities in each priority area.

e EBA publishes its annual risk assessment of the European banking system
Bank capital and liquidity ratios remain high but have declined slightly and profitability has improved.
Nevertheless, the report warns about the impact of a deteriorating macroeconomic environment.

« EBA publishes thematic review on transparency and fees level for retail banking products in the EU
It finds that fees and charges vary in terms of level and type across the EU and across financial Institutions
within the same jurisdiction, causing different levels of detriment to consumers.

e ECB publishes report on the supervision of less significant institutions
It highlights that less significant institutions represent around 18% of total banking assets in Europe while the
number of LSIs has declined by about 1,000 since the inception of the SSM.

e ESMA publishes guidance for supervision of cross border activities for investment firms
It covers: i) the authorization of firms with cross-border plans; ii) the processing of passport notifications; iii)
the arrangements to carry out supervisory activities; iv) the carrying out of supervision and inspections.

e ESMA publishes statement to promote clarity to market participants on best execution reporting
It expects NCAs not to prioritize supervisory actions towards execution venues relating to the periodic
reporting obligation to publish the RTS 27 reports, temporarily suspended until February 28, 2023.

o ESRB publishes its quarterly risk dashboard
It is a set of quantitative and qualitative indicators of systemic risk in the EU financial system. It is published
quarterly, accompanied by two annexes that explain the methodology and describe the indicators.

o EBA publishes revised list of ITS validation rules
Revised list of validation rules for reporting standards, highlighting those which have been deactivated for
incorrectness or for triggering IT problems

o EIOPA publishes the results of its first climate stress test
It indicates that institutions for occupational retirement provisions (IORPs) have a material exposure to
transition risks and experience hurdles in allocating investments to climate risk-sensitive categories.

o EIOPA publishes updated representative portfolios that will be used for Solvency Il calculations
It has updated representative portfolios that will be used for calculation of the volatility adjustments (VA) to the
relevant risk-free interest rate term structures in March 2023.

Financial Regulation: Weekly Update / December 16, 2022


https://www.eba.europa.eu/eba-consults-guidelines-overall-recovery-capacity-recovery-planning
https://www.eba.europa.eu/esas-publish-joint-advice-eu-commission-review-securitisation-prudential-framework
https://www.bankingsupervision.europa.eu/banking/priorities/html/index.en.html
https://www.eba.europa.eu/eba-risk-assessment-warns-about-impact-deteriorating-macroeconomic-environment
https://www.eba.europa.eu/%E2%80%8Beba-publishes-its-first-thematic-review-transparency-and-level-fees-and-charges-retail-banking
https://www.bankingsupervision.europa.eu/ecb/pub/html/LSIreport/ssm.LSIreport2022~aac442c1a3.en.html
https://www.esma.europa.eu/press-news/esma-news/esma-provides-guidance-supervision-cross-border-activities-investment-firms
https://www.esma.europa.eu/press-news/esma-news/esma-promotes-clarity-market-participants-best-execution-reporting
https://www.esrb.europa.eu/pub/rd/html/index.en.html
https://www.eba.europa.eu/eba-issues-revised-list-its-validation-rules-9
https://www.eiopa.europa.eu/media/news/eiopa%E2%80%99s-first-iorps-climate-stress-test-shows-material-exposure-transition-risks
https://www.eiopa.europa.eu/media/news/eiopa-updates-representative-portfolios-calculate-volatility-adjustments-solvency-ii-3
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Spain

« BdE maintains the countercyclical capital buffer at 0%
In light of the current macro-financial environment and lending and real estate market developments, BdE has
decided to hold the CCyB rate applicable to banks for their credit exposures in Spain at 0% for the Q1 2023.

o BdE publishes its analysis and research priorities
It updates its strategic plan 2020-2024 that will concentrate mainly on: i) the present inflationary episode, ii)
the risks of global financial and trade fragmentation and the European response iii) the structural reforms in
Spain and NGEU implementation, iv) risks and opportunities posed by various technological (digital euro).

e MiInECO publishes order regulating movements of means of payment under AML scope
It requlates the declarations of means of payment in relation to AML to adapt the Spanish regulations to the
AML Regulation of 2018.

United Kingdom

e FCA consults on how to improve information provided to retail investors
The standards for the information disclosed to potential investors are included in the PRIIPs regime, already
changed by FCA post-Brexit. Now it seeks views on when and in what format information can be delivered to
consumers to ensure that what is provided is useful. Deadline: March 7, 2023.

e BoOE publishes its financial stability report
It sets out the Financial Policy Committee's view on the stability of the UK financial system and what it is doing
to remove or reduce any risks to it.

United States

e SEC proposes Regulation Best Execution
If adopted, it would create the first SEC-established rule concerning best execution for brokers, dealers,
government securities brokers, government securities dealers, and municipal securities dealers.

e SEC proposes rules to amend pricing increments, access fee caps and transparency of orders
The aim is to adopt variable minimum pricing increments, reduce access fee caps for protected quotations,
and accelerate the transparency of the best priced orders available in the market.

e SEC proposes rule to enhance competition for Individual investor order execution
It would require certain orders of individual investors to be exposed to competition in open auctions before
such orders could be executed internally by any trading center that restricts order-by-order competition.

o CFPB proposes registry to detect repeat offenders
It has proposed requiring certain nonbank financial firms to register with the CFPB when they become subject
to certain local, state, or federal consumer financial protection agencies or court orders.
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https://www.bde.es/f/webbde/GAP/Secciones/SalaPrensa/NotasInformativas/22/presbe2022_107en.pdf
https://www.bde.es/bde/en/areas/analisis-economi/contexto-y-prioridades.html
https://www.tesoro.es/sites/default/files/publicaciones/orden_etd-1217-2022_por_la_que_se_regulan_las_declaraciones_de_movimientos_de_medios_de_pago.pdf
https://www.fca.org.uk/news/press-releases/fca-sets-out-ideas-improve-information-provided-retail-investors
https://www.bankofengland.co.uk/financial-stability-report/2022/december-2022
https://www.sec.gov/news/press-release/2022-226
https://www.sec.gov/news/press-release/2022-224
https://www.sec.gov/news/press-release/2022-225
https://www.consumerfinance.gov/about-us/newsroom/cfpb-proposes-registry-to-detect-repeat-offenders/
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Recent publications of interest (in English and Spanish):

e Press Article. Whither international Banking Regulation? Nov 2022.
e Press Article. Basilea Ill en Europa: Ajuste a la realidad (only in Spanish). Aug 2022.
e Press Article. The first climate stress tests for European banks have arrived. May 2022.

e Press Article. What is the European Union’s social taxonomy for sustainable finance? April 2022.

Previous edition of our Weekly Financial Regulation Update in English.
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https://internationalbanker.com/banking/whither-international-banking-regulation/
https://www.eleconomista.es/opinion/noticias/11912204/08/22/Basilea-III-en-Europa-Ajuste-a-la-realidad.html
https://www.bbva.com/en/sustainability/the-first-climate-stress-tests-for-european-banks-have-arrived/
https://www.bbva.com/en/sustainability/what-is-the-european-unions-social-taxonomy-for-sustainable-finance/
https://www.bbvaresearch.com/en/publicaciones/financial-regulation-weekly-update-december-09-2022/
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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 organizational
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 authorized by BBVA on its website www.bbvaresearch.com.
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