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Regulatory Barometer

Incoming FCA chair warns on financial rules revampAshley Alder, chair designate of the UK Financial
Conduct Authority, told members of Parliament on Wednesday that the UK should be careful not to stray
too far from widely accepted norms in its revamp of financial regulations. Alder said any extreme
divergence coud hurt the UK's competitiveness in the eyes of global banks that seek to avoid fragmented
regulatory environments. Reuters (14 Dec.),Financial Times

Highlights of the G D B &pproach in 2022; The strategy focuses on 3 areas - reducing and preventing
serious harm, setting and testing higher standards, and promoting competition and positive change.

Inresponseto its new strategy, the FCAhas removedor amendedover 8,000potentially misleading adverts
in 2022 p 14 times more than 2021. It has also cancelledthe authorisation of 201 firms for failing to meet
minimum standards. This action reflects the G D B ihcreasingly data-led and assertive approach, which
enablesthe regulator to find and deal with problem firms and misleading adverts swiftly.

1 Nikhil Rathi, Chief Executive of the FCA,said: 'This has been a difficult yearfor many people who
havebeenstruggling with the cost of living. So, it is all the more important that financial companies
meet our standards and treat their customers fairly, particularly those who are facing financial
difficulties.

o 'Aswell as protecting consumers and supporting the vulnerable,we have been dealing
with unprecedentedmarket eventsand reviewingour rulesto ensureour regulatoryregime
is fit for the future. We are working on reforms to the way companies are listed in the UK,
which will support growth and competitiveness and continue to support innovative and
fast-growing companies.
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https://wmbaleba-my.sharepoint.com/:b:/g/personal/amcdonald_evia_org_uk/EYtofaLKLBBDuOtXmydil54B0UrxGam7Zb-hLbqGrLD7lQ?e=Ya3Fpg
http://r.smartbrief.com/resp/pNzTBWmgBjDuwxmOCidWqYCicNcCfE?format=multipart
http://r.smartbrief.com/resp/pNzTBWmgBjDuwxmOCidWqYCicNcCfE?format=multipart
http://r.smartbrief.com/resp/pNzTBWmgBjDuwxmPCidWqYCicNiQlt?format=multipart
https://www.fca.org.uk/news/press-releases/highlights-fcas-approach-2022
https://www.fca.org.uk/our-strategy-2022-2025
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0 'Weare pleasedto havewelcomed over 1,000new colleaguesto the FCAthis year,and to
have openedour new office in Leedsand acceleratedour expansionin Edinburgh.'

1 Reducingand preventing serious harm; Action by the FCAhas seen over £30m returned to people
from businesses operating without authorisation. The FCAhas issued over 1,800 warnings about
potential scam firms so far in 2022, 400 more than the previous year, and the G D B dohsumer
hub has prevented £7m being lost to fraudsters.

1 The FCAresponded to cost-of-living pressures in line with its strategy to prevent serious harm.
The FCA reminded 3,500 lenders of how they should be supporting borrowers in financial
difficulty. The FCAalso told 32 lenders to make changes to the way they treat customers, which
led to 7 firms paying £12m in compensation to their customers. Insurers were also warned to
ensure payouts remain fair as inflation bites.

1 Steelworkerswho receivedunsuitable advice to transfer out of the British Steel Pension Scheme
(BSPS)will receive redress of, on average, £45,000 as a result of the G D B scheme to get
financial advisers to pay for unsuitable advice they gave. The FCA also fined Pembrokeshire
Mortgage Centre £2.4m for serious failings in the way they advised BSPSmembers.

1 TheFCAhas also continued to overseethe orderly wind-down of LIBORthrough use of its powers
and collaboration with industry and regulators globally. It announced that the remaining GBP
LIBORsettings would cease by end-March 2024 and proposed that the remaining USDLIBOR
settings would cease at end-September 2024. This will see a contract value of more than 265
trillion US dollars transition from LIBOR rates to alternative rates when the wind-down is
completed.

1 Setting higher standards; In July, the FCA confirmed plans to bring in a new Consumer Duty
which is leading to a fundamental shift in how firms serve their customers. The FCAwelcomes
the considerable progress and efforts made by a wide range of firms to meet the requirements
of the Duty by July 2023 and confirms it will take a pragmatic approach to oversight of its
implementation. The Duty will allow the FCAto take quicker action when it sees practices that
do not deliverthe right outcomes for consumers.

1 The FCA has also acted to help consumers who want to invest their money to do so with
confidence, as part of its Consumer Investment Strategy. It has set out plans for simplified
financial advice for those who want to invest in stocks and shares ISAsand introduced new rules
to improve how high-risk products are marketed to potential investors.

1 TheFCAhas continued to increase scrutiny on firms seekingto offer servicesto UK customers.
In 2021/22, 1 in 5 firms applying to operate here did not become authorised, up from 1in 14 in
2020/21. To support improvements in the authorisations process, the FCAhas added 133 new
colleagues to this area over the course of 2022. This has reduced the number of applications in
the system by 50% since last December alongside increased scrutiny on applications and an
expanding remit.

1 The FCA continues to be proactive where activities are outside its remit, including securing
changes to unfair and unclear Buy Now Pay Later contracts. Ahead of taking over regulation of
the sector, the FCA also worked with funeral plan providers, including those that did not get
authorisation, to make sure consumers were protected.

1 The FCA acted quickly following Sv t t jinbasidn of Ukraine. It introduced new, practical
measures to allow asset managers to separate the problem assets from the rest of a fund. The
FCAalso supported UK government efforts on sanctions and acted swiftly to ensure financial
firms were meeting their obligations, which included testing their sanctions controls and writing
to over 10,000 firms.

1 Promoting competition and positive change; As part of its work to boost growth and
competitiveness in the UK,the FCAplans to reform the way companies list in the UK, aiming to
attract more high quality, growth companies and give investors greater opportunities. Separately,
the FCAintroduced rules to enhance transparency for investors on the diversity of boards and
executive committees of listed companies.
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https://www.fca.org.uk/news/press-releases/fca-tells-lenders-support-consumers-struggling-cost-living
https://www.fca.org.uk/news/press-releases/fca-fines-pembrokeshire-mortgage-centre-ltd-serious-failings-relation-british-steel-pension
https://www.fca.org.uk/news/press-releases/fca-fines-pembrokeshire-mortgage-centre-ltd-serious-failings-relation-british-steel-pension
https://www.fca.org.uk/news/news-stories/further-consultation-announcements-wind-down-libor
https://www.fca.org.uk/news/press-releases/fca-consumer-duty-major-shift-financial-services
https://www.fca.org.uk/news/press-releases/fca-proposes-ways-make-financial-advice-more-accessible
https://www.fca.org.uk/news/press-releases/fca-proposes-ways-make-financial-advice-more-accessible
https://www.fca.org.uk/news/press-releases/fca-clamps-down-marketing-high-risk-investments-consumers
https://www.fca.org.uk/news/press-releases/fca-clamps-down-marketing-high-risk-investments-consumers
https://www.fca.org.uk/news/press-releases/fca-secures-contract-changes-buy-now-pay-later-customers
https://www.fca.org.uk/news/press-releases/fca-regulation-boosts-consumer-protection-funeral-plans-market
https://www.fca.org.uk/news/statements/fca-consult-use-side-pockets-retail-funds-exposure-sanctioned-and-suspended-russian-assets
https://www.fca.org.uk/news/statements/fca-consult-use-side-pockets-retail-funds-exposure-sanctioned-and-suspended-russian-assets
https://www.fca.org.uk/news/press-releases/fca-finalises-proposals-boost-disclosure-diversity-listed-company-boards-executive-committees
https://www.fca.org.uk/news/press-releases/fca-finalises-proposals-boost-disclosure-diversity-listed-company-boards-executive-committees
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1 The FCAhas set out its ideas for reforming Listing Rulesthat have not been changed since the
1980s. This includes removing complexity, expanding access to the market and empowering
investors to make better decisions about the companies they invest in. Alongside this, the FCA
has proposed ways to clamp down on greenwashing and build trust in ESGproducts.

1 The FCA is also working on the Wholesale Markets Review, which will improve the
competitiveness of the V L 'wholesale markets and maintain its high regulatory standards.

1 The FCAcontinues to be a world leader in innovation, with 56 firms being supported through its
innovation services, such as the Sandbox,in 2022. It is providing up to 300 newly authorised or
high growth firms with greater oversight and support, helping to raise standards and promote
competition.

1 This year, the FCA ran its first every policy sprint, bringing 184 participants from across the
industry together to explore what cryptoasset regulation could look like in the future. So far, 39
cryptoasset firms have receivedregistration under anti-money laundering rules.

Focus on ESG and Sustainable Financever the turn of the yeald

ESG data and ratingsthe FCA hasannounced the formation of a group to develop a voluntary Code of
Conduct for ESG data and ratings providers. Tk FCA has previously expressed its support for regulatory
oversight of these firms.

Diversity and inclusion (D&l) the FCA will shortly publish a paper entitled "Understanding approaches to
D&l in the FS industry'. In a recenspeech, FCA Executive Director for Consumers and Competition
Sheldon Mills stressed the importance of promoting D&l within financial services firms to achieve the

FCA's statutory objectives of protecting customers, making markets work well and ensuring effective

competition in consumers' interests. He highlighted the importance of continuing to collect data: while

many firms focus on gender and ethnicity as the most visible diversity characteristics, firms should not

forget the importance of also collecting socio-economic data and engaging employees with the data

collection process (e.g. by explaining how the data is used and what insigts can be gleaned from it).

Reporting and disclosure requirements continue to expand. The Corporate Sustainability Reporting
Directive (CSRD) has cleared the final legislative hurdles and will enter into force in the next few weeks
with implementation by Member States 18 months later. The European Sustainability Reporting Standards
(ESRS) supporting the CSRD have been finalised and submitted to the European Commission. In the UK,
the Transition Plan Taskforce (TPT) has published its consultation on a framerk for firms to disclose
their net-zero transition plans.

T Podf! gjobmjtfe-!tuijt! xjmm!jogpsn!uif! Gjobodj bm! D
formal rules. In the meantime, the FCA has launched its longawaited consultation on
Sustainability Disclosure Requirements (SDR). Whilst the majority of the initial SDR proposals will
affect asset managers, all FCAregulated firms will be in scope of a new antigreenwashing rule.

1 Concerns around greenwashing are escalating rapidly. In regonse, the European Supervisory
Authorities (ESAs)l the EBA, EIOPA and ESMA have launched a call for evidence on the main
risks and drivers of greenwashing. As well as consulting on the SDR, the FCA is convening a
working group to develop a voluntary Cale of Conduct for ESG data and ratings providers. And
ESMA is consulting on the use of ESG or sustainability terms in fund names.

T Ui flUDGE!t!'3133!'tubuvt!sfqgpsu-!xijdi!sfwjfxfeluif
the globe, found encouraging signs of progress. However, in future, financial disclosures will go
cfzpoel!dmjnbuf-!boe! Opwfncfs!tbx!uiflgvemjdbujpo!|
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https://www.fca.org.uk/news/press-releases/fca-proposes-new-rules-tackle-greenwashing
https://www.fca.org.uk/news/news-stories/code-conduct-esg-data-and-ratings-providers
https://www.fca.org.uk/news/speeches/diversity-and-inclusion-driving-change-our-industry
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for nature-related disclosures. Further regulatory developments on nature and biodiversity may

follow the UN's COP15 Biodiversity Conference in Montreal.

Taxonomies remain in focus. As we approach the end of 2022, it is clear that the UK
hpwfsonfou!t! jojujbm! ujnfmjof! gps! efwfmpqgjoh! b! |
Greening Finance Roadm@, is no longer feasible. The Green Technical Advisory Group (GTAG)

released a report advising the UK government on the development of the UK Taxonomy, and we

await confirmation of revised timings. Looking to the EU Taxonomy, the Platform on Sustainable

Finance (PSF) has released its recommendations on how to achieve compliance with the
¥njojnvn!tbgfhvbset!!dsjufsjb-1!ds vrdlatdd oritedalcanp uj oh! u
be achieved through existing regulations without the need for a Social Taonomy.

Climatess f mbuf e! gjobodjbm!sjtl!bmtp!epnjobuft!uif!sfh
review of climate-related and environmental (C&E) risks found that, although most banks now

have in place basic practices to manage C&E risks, theyack sophisticated methodologies and

granular data. To accelerate progress, the ECB has set out clear deadlines for alignment with

supervisory expectations. The Bank of England (BoE) hosted a Climate and Capital Conference

to gather views on whether and how climate-related risk should be reflected in prudential

frameworks, and the Prudential Regulation Authority (PRA) issued a Dear CEO letter providing

thematic feedback on how banks and insurers are delivering against the expectations of

Supervisory Statement 3/19. At a global level, the International Sustainability Standards Board

(ISSB) has mandated the use of climate scenario analysis in resilience assessments, and the

Financial Stability Board (FSB) has asked regulators to enhance their scenario analysisolkit.

On broader sustainability matters, the EU Parliament has put forward amendments to the

proposed Corporate Sustainability Due Diligence Directive (CSDDD), widening the scope of firms

captured under the directive.The European Council, on the othehand, has proposed a phasein

approach and included only very large companies in its scope.

The EU Parliament has also adopted new legislation on gender balance on corporate boards to

take effect from 2026. In the UK, we await the publication of the FCABoOE and PRA joint

consultation on diversity and inclusion in financial services firms.

Prudential

O-Sll buffer rates :the PRA hasconfirmed that it will maintain firms' Other Systemically Important
Institutions (O-SlI) buffer rates for 2022. The PRA will reassess €5ll buffer rates in 2023 based on the
Financial Policy Committee's updated framewark. The decision on GSII buffer rates taken in December
2023 will be based on end2022 financial results and will take effect from January 2025.

Identifying O-Slls :the PRA has updated itspolicy on its approach to identifying other systemically
important institutions (O-SllIs) following consultation earlier in the year.

Solvency Il streamlining reporting and disclosure requirements: the PRA isconsulting on proposals to
streamline a number of current Solvency Il reportingand disclosure requirements for insurers, and to
improve data collection of data where reporting is currently not tailored appropriately to the features of
the UK insurance sector or to the PRA's supervisory needs.

il

|l

The proposals involve revoking retainedeU Technical Standards for firms' supervisory reporting
and public disclosure under Solvency Il and making new rules to amend and them.

Solvency Il feedback on Risk Margin and Matching Adjustment the PRA has
published a Feedback Statementproviding a summary of the responses receival to its
Discussion Paper on “Potential Reforms to Risk Margin and Matching Adjustment within
Solvency II'.

I


https://www.bankofengland.co.uk/prudential-regulation/publication/2022/november/statement-freezing-buffer-rates
https://www.bankofengland.co.uk/prudential-regulation/publication/2022/november/pra-approach-to-identifying-other-systemically-important-institutions
https://www.bankofengland.co.uk/prudential-regulation/publication/2022/november/review-solvency-ii-reporting-phase-2
https://www.bankofengland.co.uk/prudential-regulation/publication/2022/november/fs1-22-potential-reforms-to-risk-margin-and-matching-adjustment-within-solvency-ii
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Asset finance | credit risk management: the PRA haswritten to Chief Risk Officers (CROs) of PRA
regulated firms in the asset finance sector, summarising key themes and control weaknesses identified
post-administration in relation to the Arena Holdings Group of companiesl PRAtregulated firms are
expected to consider these in order to strengthen their credit risk management frameworks.

Depositor Protection :the PRA published final rules on minor tweaks to depositor protection. The PRA
had identified a number of areas where rules are no longer achiemg the expected benefits and so need
to be revoked, are redundant so need to be deleted, or require amendment to ensure they reflect the
original policy intent of an effective compensation scheme for deposits which minimises the adverse
effect that the failure of an FSCS member could have.

Capital Markets and Asset Management

LIBOR winddown: the FCA isconsulting on requiring LIBOR's administrator, IBA, to continue to publish
the 1-, 3 and 6-month US dollar LIBOR settings under an unrepresentative "synthetic' methodology
between 1 July 2023 until endSeptember 2024. After this, publication would cease permanently. The
FCA also announced that it will require IBA to publish the 3nonth synthetic sterling LIBOR setting until
end-March 2024.

Liability Driven Investment (LDI) following volatility in the gilt market in the Autumn, the UK authorities

and EU regulators have reiterated their expectations for market participants. In apeech, the Bank of

England (BoE) articulated its view that the root cause of the recent LDI event was poorly managd

leverage. The BoE indicated it will work with other international regulators to improve banks' and non

banks' stress testing, supervise to limit risks from leverage, and build greater transparency around

leverage by regulatory disclosures from nonbanksboe! t vqf swj t psz! npofkinapcglj oh/ ! Jo
Stability Report, the Financial Policy Committee went firther, stating that regulators should set out
dZbggqspgsj-bubuftumnpegnvn! mf wfmt! pg! sftjmjfodf! gps! MEJ!
concerned about risks arising from the nonbank sector and reiterated strong support for urgent

international and domestic policy responses. In 2023, the Bank will run an exploratory scenario exercise

focused on risks in the nonbank sector for the first time.

The FCA also published astatement welcoming publications by The Pensions Regulator, the Central
Bank of Ireland, and the Commission de Surveillance du Secteur Financier (Luxembourg) regarding the
resilience of LDI patfolios and the governance of pension schemes using LDI strategies. The FCA
expects asset managers to take appropriate action to "learn lessons" from recent events and stated all
market participants should factor recent market conditions into their risk management practices. The
FCA will "maintain a supervisory focus" to ensure vulnerabilities are addressed and will publish a
statement on good practice towards the end of Q1 2023.

Productive Finance:following the conclusion of its recent consultation paper regarding broadening the
distribution of the Long-Term Asset Fund (LTAF) to retail investors, the FCA published szebpage to help
investors and potential investors understand how their units in an LTAF are priced. Although the webpage
does not set out any new regulatory requirements for LTAFs, fund managers that plan to establish an
LTAF may find it a useful recap of the existing equirements. More broadly, the UK Productive Finance
Working Group (an industryled group convened by the UK authorities) published &eries of guideswith
key considerations for investing in less liquid assets. Theguides covered various topics including value
for money, performance fees, liquidity management, and fund structures for investing in less liquid
assets.

Contract for Difference (CFD) the FCA haswritten to firms offering contacts for difference (CFDs) setting
out the standards it expects CFD firms to demonstrate in orderto protect consumers and ensure market

5


https://www.bankofengland.co.uk/prudential-regulation/letter/2022/november/asset-finance-sector-key-themes-and-control-weaknesses
https://www.bankofengland.co.uk/prudential-regulation/publication/2022/november/ps10-depositor-protection
https://www.fca.org.uk/news/news-stories/further-consultation-announcements-wind-down-libor
http://www.bankofengland.co.uk/speech/2022/november/sarah-breeden-speech-at-isda-aimi-boe-on-nbfi-and-leverage
https://www.bankofengland.co.uk/financial-policy-summary-and-record/2022/december-2022
https://www.bankofengland.co.uk/financial-policy-summary-and-record/2022/december-2022
https://www.fca.org.uk/news/statements/statement-liability-driven-investment-ldi
https://www.fca.org.uk/firms/ltaf-valuation-pricing-requirements
https://www.bankofengland.co.uk/-/media/boe/files/financial-stability/working-group-to-facilitate-investment-in-productive-finance/pfwg-guides-investing-in-less-liquid-assets.pdf?la=en&hash=CE2A69C37CCAC54FFDC671951C9A2A2F0DD08966
https://www.fca.org.uk/publication/correspondence/cfd-portfolio-letter-2022.pdf
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integrity. The FCA is concerned as CFDs are highly leveraged derivatives and adverse price movements
in relevant markets can lead to substantial losses for consumers. The FCA wants firms to ensure their
investors have all information necessary to properly assess the regulatory coverage attached to their
products.

Transforming data collection: the BoE and FCA provided their latestipdate on their joint transformation

programme and progress to transform data collection from the UK financial sector. As part of phase two,

dzej t dpwf sz ! x p soh tdmmercial real eestatexdata, and on the FCA's strategic review of
prudential data collection fromsolo-s f hvmbuf el gjsnt /! Uifl!lejtdpwfsz!tubhf!
npef mL)l boe! ui f! dj odj eduu 2 lpsfud ps|jddaylin@io2023dib dpfiyte! x | mm
2023, a report will be published that looks at key questions around the development and adoption of data
tuboebset!jol!uiflgjobodjbm!tfdups/!TUif!QSB!jt! bmtp! f
the new year.

Conduct & Repotting

The UK Money Mirkets Code SubCommittee meets regularly to review and update the UK Money Markets
Code.

1 Minutes

Item 1 p Presentation on the ELAC Online Portal

Item 2. Introduction

Item 3. Minutes of last meeting

Item 4. Failed Trades

Item 5: Diversity and Inclusion (D&lI).

Item 6. Agreeing the text of the Statement of Commitment Letter
Iltem 7. AOB

1 Committee attendees

1 Bank of England

=4 =4 =4 -4 -8 -4 -9

1 Date: 12 October 2022/ Time: 3pm p 4.15pm | Location: Virtual

1 Minutes

1 Item 1 p Presentation on the ELAC Onliné®ortal

1 The ACI Financial Market Association gave a presentation to the Committee on their ELAC online
portal. The ELAC online portal is seven years old and has assess to three codes: the FX Global
Code, Global Precious Market Code and the UK Money Marke&tode. The presentation focused
on how the ELAC Portal gives market participants the framework to demonstrate and
communicate that all staff are up-to-date with the latest codes, global standards and best
practice guidelines applicable to their industry androle.

1 Item 2. Introduction

1 The CoChairs welcomed everyone to the virtual meeting of the UK Money Market Code sub
Committee.

1 Item 3. Minutes of last meeting

1T TheCoDi bjst! opufe! uibu!uif!njovuft! pg! uif! mbtu! nff
website.

1 Item 4. Failed Trades

1 Repo Fails

o


https://www.bankofengland.co.uk/news/2022/november/transforming-data-collection-communication-to-firms-28-november
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-0
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-1
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-2
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-3
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-4
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-5
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-0-6
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-1
https://www.bankofengland.co.uk/minutes/2022/october/money-markets-committee-minutes-october-2022#chapter-1-0

European London
‘E \/ “ {\\ Venues & ‘L ‘E ‘B // ! Energy

Intermediaries Brokers'

Association Association

=a =4

= =4 =4

E ]

E ]

It was noted that there had been an increase in settlement efficiencies (97%) in the period
between May and early September. Over the last two weeks of September and early October,
there had been a significant increase ingilt repo volumes and the increase in the level of fails
was commensurate with the increased volumes. Since the date of the last meeting Euroclear
have made some changes to support the market and these include a permanent extension to
the CREST diary, extading the DVP settlement window. Furthermore, auto splitting is to go live
on 21 November 2022. There have been no further issues with the CREST system.

Securities lending fails

Results from an informal monthly survey (covering the period 2019 to the presat) of some of

uiflcjh!jotujuvujpot!xjui!sfhbset!up!Fgbjmt! ! gps!Hi

indicated a high level of settlement rates for open leg trades, settlement rates of between 95%
and 97%.0n the other hand, the settlemert rates for closing leg trades are guite poor, generally
in the 85% range for both equities and fixed income

The introduction of the Central Securities Depositories Regulation (CSDR) has led to an
improvement, to 90%, in settlement rates for return leg tades in equities. Settlement rates for
fixed income, on the other hand, have been falling steadily this year and are currently at 79%
(based on aggregated figures for government and corporate bonds).

The biggest reason for return leg fails is due to brokes not having the stock available to return
(in equities space) and in fixed income due to illiquidity in the corporate bonds market. Data
obtained from the ECB website showed settlement rates for TARGET2Securities (T2S) over the
period January to June 2022, both in value and volume, of around 93%5%.

The Committee agreed to monitor settlement rates and also noted that it is open to setting up a
small working group to investigate the issue further. It was generally agreed that such poor
settlement discipline was not acceptable.

Item 5: Diversity and Inclusion (D&l).

D&l at ISLA

The Committee was given an overview of the work that ISLA is doing in the area of diversity and

jodmvtjpo-!opujoh! uibu!bu!uif! npnfou! uwofkihgBt t pdj bt

with partnership associations, such as the work being done with Women in Finance Group. ISLA
is looking to step up its activities in the area of diversity and inclusion and is thus looking into
broadening its approach to D&l and evaluating engagenant with relevant groups. It was also
noted that ISLA is at the early stage of this broader D&l strategy which will be driven by the Board
and by members and so there will be more to report back at a future meeting.

Impact of the return to office

It was suggested that it was very early, given that various working from home models are in flux
and also due to lack of data, to assess the impact of working from home on D&I. Data on gender
metrics over a 5 year period showed slower than expected change in D&l wibh could be due to
the pandemic. Perhaps a more intentional approach which provides support, sponsorship and
advocates for more diverse candidates to move through the pipeline into middle and senior
levels, where numbers are significantly dropping off, isrequired. There will be further work by
external bodies to develop data to unearth some of the issues in this area. It was noted that it
will be difficult to achieve change without data and targets.

It was suggested that perhaps the Committee should commission a working group to examine
D&l in Money Markets and come up with recommendations to help drive change in Money
Markets and to ensure momentum was maintained. It was also noted that the 2022 Mcknsey
sfgpsu! po! #Xpnfo!joluif!xpslgmbdf!!ijhimjhi
middle and senior levels.

Item 6. Agreeing the text of the Statement of Commitment Letter

In light of a recent breach of the Money Market Code, continuindails in the money market, and
ui floffelup!nbjoubjo!npnfouvn! po! Ej wfstjuz!
teams, the Committee agreed at the meeting in May 2022 to send a letter to all signatories of the
Code to remind them of their obligations. The CoChairs and the Bank now wished to ensure that

7
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there was full agreement to the suggested text of the letter.One Committee member suggested
splitting paragraph 3 (which covers diversity and inclusion and working from home), into two
distinct paragraphs. Another Committee member suggested further drafting changes which
would be shared with the Secretariat of the Committee.When the letter is finalised it would be
sent out to signatories of the Money Market Code.

Nathalie Aufauvre has been appointed Secretary General of the Autorité de contréle prudentiel et de

résolution; Upon the proposal of the Governor of the Banque de France, Chairman of the ACPR, Bruno Le
Maire, Minister of the Economy, Finance and Industrial and Digital Sovereignty, has appointed Nathalie

Aufauvre as Secretary General of the Autorité de contréle prudentiel et de résolution (ACPR). As of
Monday 9 January 2023, she will take over from Dominique Laboureix, who habeen appointed President

of the Single Resolution Board in Brussels

CFTC swaps reporting updated smoothly but faces issuesMarket participants say it will take three to six
months to determine whether the CFTCs recently implemented swaps data reporting and recordkeeping
rule updates result in any problems. The collateral reporting requirement, the seveday window for firms
to correct reporting errors and questions about which reporting fields are optional have been cited as
potential problems.: Risk

MAS consults on proposed revisions to guidelines on fair dealing The Monetary Authority of Singapore
(MAS) has dunched aconsultation on its proposed amendments to the Guidelines on Fair DealipgBoard
and Senior Management Responsibilities for Delivering Fair Dealing Outcomes to Customers.

1 Amongst other things, the MAS is proposing to widen the scope of the guidelines to apply to all
financial institutions (FIs), all financial products and services offered ky them, and all their
customers. The MAS is also proposing to incorporate key principles and guidance on the fair
treatment of customers at various stages of the customer journey. Some of the principles
include:

0 putting in place sound and objective processes to assess applications received for
financial products and services

o0 ; designing and manufacturing products and services that are suitable for target
customer segments; and

o delivering products and services to customers as they have been led toexpect and
exercising right-of-review clauses judiciously.

1 In particular, the MAS is seeking comments on proposals to:

o expand the application of the guidelines to all FIs, and all financial products and services
offered by them to all their customers, on a proportionate basis relevant to the nature of
these products and services.

o include expectations on sound and objectiveprocess to assess applications for financial
products and services under Outcomel.

o apply the guidelines to product manufacturers, and not just distributors, and include
expectations on the design and manufacturing of products and services within Outcome
2 of the guidelines.

0 incorporate the principles of transparency, consideration of customer's interests, and
accountability and product governance, and include expectations to provide customers
with information that accurately represents the products and services offered and
delivered to them, within Outcome 4 of the guidelines; and

Ico
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0 include expectations of disclosing the right of review (RoR) clauses and exercising them
judiciously, within Outcome 4 of the guidelines.
1 Comments on the consultation are due by8 February 2023.

An investigation, conducted by the SFC,on Asia Research & Capital Management Limited resulted in
disciplinary action and the banning of its Manager-in-Charge for Compliance due to an overseas
regulatory breach. The move sets a clear standard for senior management around reporting obligations,
with the SFCkeeping a close eye on foreign regulatory breaches.

1 The SFCreprimanded and fined Asia Research& Capital Management Limited (ARMCL)HK$1.75
million for failures relating to its non-compliance with the European V o j p shdrtt selling
reporting requirements (EU Regulations) and failing to promptly notify the SFC of its material
regulatory breaches.

1 ARCMLis licensed for Type 9 (asset management) regulated activities. It was fined by the FCA
(FCA)GBP873,118for its failures to disclose its net short position in a London Stock Exchange-
listed stock to the FCAand the public between 22 February2017 to 3 December2019. Although
ARCMLknew about this material breach in early November 2019, it only notified the SFCof the
breach about two months later in January 2020.

1 Asaresult of the G D Bénforcement action, the SFCundertook its own investigation into ARCML
and found that it failed to:

o Implement adequate measures to ensure compliance with the EURegulations.

0 Seeklegal advice on its reporting obligations under EUregulations before entering swap
transactions and establishing a short position of the relevant stock, even though it was
unfamiliar with the EUmarket.

Promptly notify the SFCof upon the occurrence of its material breach of the EURegulations.

This sets a clear precedent that the SFCwill initiate an investigation based on foreign regulatory

breaches. Seekinglegal or regulatory advice is therefore essential for LCs venturing into a new

product or jurisdiction, particularly if they b s f fanmiliar with the new regulatory environment.

1 LCs have a duty to report misconduct and suspected misconduct to the SFC,including any
related to overseas regulatory regimes, immediately upon discovery. This should be done
regardless of whether or not any internal investigations into the matter have been completed.
The SFC clearly believes that delay in reporting may help the wrongdoer(s) perpetuate their
misconduct and can jeopardise the investigations of law enforcement agencies.

i The SFCalso found that Mr. Billy Wong,B S D N Nbrmier Head of Compliance and Operations
and MIC for Compliance, should have been responsible for implementing and maintaining a
robust risk management framework to ensure the LC complies with applicable laws and
regulations. According to the investigation, he failed to handle regulatory filings in relation to
B S D N Martfolio positions and consult external legal advisor when required. His conduct was
seen to have fallen short of the standard required by the regulator as an MIC and member of
B S D N Idénibr management, resulting in a ban from the industry for two months.

1 This is the first time the SFC has taken disciplinary action against an MIC who was not a

Responsible Officer (RO);a licensed representative in this case. The regulator has shown that it

X p o Hesitate to sanction both the LC and licensed person where misconduct is discovered,

regionally as well as internationally. This further emphasises the need for regulated persons,

such as licensed persons and persons involved in the management of a business, to be aware
of their responsibilities and the expected regulatory standards of conduct.

= =
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Transaction Reporting Best Practice Guidelinesfor firms executing orders on RMs across the UK/EU
perimeter; Noting recent developmentsin respect of:

1. ESMAGuidanceon Brexitrelated order handling

2. ESMAand FCAheightenedfocus on reporting data quality

3. ESMAand FCAevolvingdiscussions on the Trading Venueperimeter, pre-negotiation facilities and
the definition of a multilateral system

1 Severalqueries have arisen concerning the reporting protocols for the internal transmission of
interests and orders between group affiliates in order to submit orders onto a trading venue,
especiallywhere that TV is not an internal MTF/OTF, but rather an RM/exchange.

1 Member firms may now frequently have a chain of entities between the desk which talks to an
international client, and other desks/facilities/branches/subsidiaries which arrange and execute
the trade legs within the transaction or package.

1 Noting that the submission of a matched interest onto a TV is not order transmission, topics
include:

Who reports

In what capacity

Duplication of reports

Reporting on behalf of non-IF/NFC market participants
Protocols for specific reporting fields [to FCA,to ESMA]

S i

1 Question to firms: Are there use cases or protocols where any industry practice guideline (or
perhaps a draft ESMAFAQ)that provided a basis of commonality for a member g j s intérrtal
policies [duly annually reviewed and availableto board & supervisors etc] could be helpful for the
second and third lines of compliance>?

1 The FCAhave specifically advised us:

a) on block trades the arranger here is executing and needs to transaction report unless they
comply with the conditions for transmission in RTS22 Article 4, in which case the receiving firm
(the UK situated executing broker) will report the clients of the arranger as buyer/seller.

b) Inthe absence of transmission meeting the conditions of Article 4, both the arranging firm and
the UK situated executing broker will need to transaction report.

c) Thereis no difference as regards transaction reporting for an arranger or a firm acting in agency
capacity.

d) For transaction reporting purposes we would not regard the arranging broker as acting as an
OTFhere.

Oneaspect raised by member also concerns the dZzF y f d Degigign-0 b | ffieds]

Excluding Matched Principal Trades, for which we have an established reporting guidance under
MiFID2,can we assert that an arranging firm, its block submitting affiliates and its trading venue
activities may all and each can submit NOREinto the relevant decision maker fields?

1 Could member firms generally assert that it considers no part of the internal or inter-affiliate
transaction chainis the dZE f d jNtbjl dinghieJmeaning of MiFID2,by dint of holding no formal
discretionary mandate on the investment and by dint of the Limited Licence held and Terms of
Businesswithd mj f out A

Context and resources details:

Noting for UK- MW62

=a =9

=a =9
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o Field 12 (buyer decision maker) and Field 21 (seller decision maker) only apply where:
A the client is the buyer or seller, and the investment decision is made under a
discretionary mandate, or
A the buyer or seller has granted a power of representation

0o Wehaveidentified firms misreporting these fields by mirroring the contents of the buyer
and seller fields.

o Other firms fail to populate the decision maker fields where it would generally be
expected;for example,where an asset management firm is acting under a discretionary
mandate on behalf of a fund and identifies the fund as the buyer or seller. We have also
noted investment firms identifying a fund as the buyer or seller where transmission is
not taking place (within the definition of RTS22 Article 4) and we would instead expect
to see the fund management firm identified.

Noting for EU (and UK by extension)F T N BTranhsaction Reporting Guidelines

a+ Ef d|Ntbjl fissmny third party authorized to transact for a client.

dZzJ o u £s p bpnan lidvestment firm can also be a decision maker. This occurs under a

discretionary account where a client allows their broker to trade on their behalf.

1 dzihg field is filled with a code other than # O P SHe tode is - as set out in the Article 9 of the
Commission Delegated Regulation (EU) 2017/590 - either the identifier of a person within the
Investment Firm or the identifier of an algorithm within the Investment Firm, dependingon which
is primarily responsible for the execution. This is the responsibility of the Investment Firm to
determine in accordance with its governancen p e f mLJ

1 5.12Block 5: Executionwithin the firm field

o Field59 should be populatedin everytransaction report.

o In cases where the decision about the execution was made by a client (e.g.,the client
instructs the details of the trade including the venue of execution) or by another person
from outside the Investment Firm (e.g.,an employeeof a company within the same group),
Investment Firms should use the default value+ O P $ khis field.

o Example28 Investment Firm X buys a financial instrument on behalf of a client, where the
details of the trade were specifically instructed by that client.

1 5.28 Direct Electronic Access (DEA)

o Both the DEAprovider and the DEAclient, if it is an Investment Firm, should submit a
transaction report (subject to the exception mentioned in variant B).

o0 When transaction reporting, the DEA provider should ensure to identify itself as the
executing entity (Field4 Executingentity identification code).

o Sincethe DEAuser (the client) is making the decision on how to executethe DEAprovider
should populate the executionwithin the firm field with + O P @dsét out in 5.12.

A note that if the client made the decision, it would be populated with # O P $sEe!
section 5.12).

o0 The DEAprovider should never fill in Field 57 (Investment decision within firm) as it is
neverinvolvedin the investment decision which is the DEAd m| fresponsibility.

0 Moreover,the DEAprovider should report as acting in AOTCor MTCH capacity (Field 29).

o In its transaction report, the DEAclient should identify the DEAprovider rather than the
market as eitherthe buyer (Field 7 - Buyeridentification code) or the seller (Field16 - Seller
identification code) as applicable.Moreover,it should always populate Field 36 (Venue)as
F Y P @&sGlis not the entity facing the market. However, it is highlighted that where the
DEAclient is acting on behalf of a client and where it has transmitted the details of that
client pursuant to the conditions provided under Article 4 of Commission Delegated
Regulation(EU)2017/590, the DEAclient should not transaction report as all the relevant
transaction information will be providedto the competent authority by means of the DEA
g s p wjtranksastlon report

71 Article 9 Identification of person or computer algorithm responsible for execution of a
transaction

= =4 =4
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o 1. Wherea person or computer algorithm within the investment firm which executes a
transaction determines which trading venue,systematic internaliser or organisedtrading
platform located outside the Union to access, which firms to transmit orders to or any
conditions related to the execution of an order, that person or computer algorithm shall
be identified in field 59 of Table 2 of Annexl|.

0 2. Where a person within the investment firm is responsible for the execution of the
transaction, the investment firm shall assign a designation for identifying that personin a
transaction report in accordancewith Article 6.

o 3. Wherea computer algorithm within the investment firm is responsiblefor the execution
of the transaction, the investment firm shall assign a designation for identifying the
computer algorithm in accordance with Article 8(3).

0 4. Where a person and computer algorithm are both involved in execution of the
transaction, or more than one person or algorithm are involved,the investment firm shall
determine which person or computer algorithm is primarily responsiblefor the execution
of the transaction. The person or computer algorithm taking primary responsibility for the
execution shall be determined in accordance with pre-determined criteria established by
the investment firm.

Buyer decision maker
Fickds 12-15 are anly spplicable if the decision maker acts under a power of representation

the person who makes the decis- | {LEI}

12| Buyer decision maker code | Code used o ide
ton 1o INATIONAL_ID}

invest-
e individual making the invest-

1 is a legal entiy: the LEI code

entity, the iden-

Buyer decision maker details
Fields 13-15 are only applicable if the decision maker is & natural person

13 | Buy decision maker - First
Namefs)

[ALPHANUM-140)

14 | Buy decision maker - Sur-
nameis)

i maker for the buyer. In | {ALPHANUM-140}
all sumames shall be
comma

3132007 Official Journal of the European Union L 87/467

FORMAT AND STANDARDS TO

[ FIELD CONTENT TO BE REFORTED 'BE LIGED FOR NEFORTING

15 | Buy decision maker - Date | Date of birth of the decision maker for the buyer {DATEFORMAT]
of birth
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Seller details and decision maker

For joint accounts fields 16-20 shall be

each seller

that has met the conditions for transmission set out in Article 4,

the receiving firm in the receiving frms report from the information re-

the r & transmitted order that has g
ceiving firm shall treat the transmitting firm s the scller

ot met the conditions for transmission set out in Article 4, the re-

LEBA

London
Energy
Brokers'
Association

FELD

CONTENT TO BE REPORTED

FORMAT AND STANDARDS TO
BE USED FOR REFORTING

16 | Seller identification code
strument.

use

‘Where the disposer is a legal entity, the LEI code of the

hall be use

« is an investment firm acting as a S,
S shall be used

Code used to identify the disposer of the financial in- | {LEI)

N
e
2 non-legal entity, the identifier | "1

, the M f the
arganised trading platform out-

hall be use

other than futures and
e buyer shall be the
and the seller the

o FAQ13 could also be useful in legc A

0 Question 13 [Last update: 28/09/2020] Consider a scenario where an Investment Firm A
executes a reportable transaction through an execution algorithm provided by another
Investment Firm B59. a) How should field 59 (Executionwithin firm) of RTS22 be reported when
Investment Firm A uses the execution algorithm provided by Investment Firm B?

o b) Would Investment Firm B ! réporting differ if Firm B was not a MiFID Il Investment Firm and
therefore did not have the obligation to report this transaction under Art. 26 MiFIR?

0 ¢) Wherelnvestment Firm B is using Investment Firm B ! membership to access the market, is
Investment Firm B executing the transaction and does Investment Firm B have to transaction

report?
o Answer13

In the case of swaps relating to securities, the buyer
shall be the counterparty that gets the rik of price

e f the underlying security and receives the
security amount. The seller shall be the counterparty
paying the security amount.

aps related to Interest rates or inflation
paying the
rate. The seller shall crparty receiving
the fixed rate. In case of aps (float-to-loat inter-
est rate swaps), the buyer ¢ the counterparty that
he counterparty that re-

pays the spread and the sell
ceives the spread.

aps and forwards related to currencies
cy swaps, the buyer shall be the
g the currency which is first when
by IE0 4217 stw
counterparty delivering this

ap related to dividends, the buyer shall
be the counterparty receiving the equivalent acrual divi-
dend payments_ The seller is the counterparty paying

the dividend and receiving the fixed rate

n the case of derivative instruments for the transfer of
credit risk except options and swaptions, the buyer shall
be the counterparty buying the protection. The seller is
the counterparty selling the protection.

rivative contracts related to commodities

all be the counterparty that receives the

pecified in the report and the seller the
his commodity.

ements, the buyer shall be
fixed rate and the seller the
ate

the counterparty paying ¢
counterparty receiving th
For an increase in notional, the seller shall be the same
as the disposer in the original transaction

For a decrease in notiond ler shall be the same as
the acquirer of the financial instrument in the original
transaction.

Fields 17-24 mirror all buyer related fields numbered 8-15 (buyer details and decision maker) for the seller.

a) The reporting obligations are the same as where Investment Firm A decides to send an order for
execution to Investment Firm B. Investment Firm A should populate field 59 with the person or
algorithm identifier within their firm that is primarily responsible for using Investment Firm C! t
algorithm. Investment Firm A shall not populate a code for Investment Firm C ! ago, only its own
information. The scenario is: IF AY IF B (algorithm) Y CCP (Trading Venue or Investment Firm)
Assuming that Investment Firm A is buying an instrument and dealing on own account trading
capacity, and Investment Firm B is acting in dzb @z i freslihg capacity, the respective reports
should be completed as follows:

b) No. Investment Firm B ! réporting is the same as specified in a).

¢) Yes.Investment Firm B is conducting the activity of executing a client order according to Art. 3 of
RTS2260. The scenario is: IFAY IF B (algorithm) Y IF A (membership) Y CCP(Trading Venue)
Assuming that both Investment Firm Ais buying an instrument and dealing on own account, and the
subsequent steps in Investment Firm B and A are in dZzb @ a1 i fraslihd capacity, the respective
reports should be completed as follows:

a. Inorderto match Investment Firm C ! réports and reflect its involvement in more than one
part of ¥ ud if b jneestrment Firm A has to submit two reports:
i. one for its trade as a client with Investment Firm B (Report 1).
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ii. one for its market-side trade with the Central Counterparty or another Investment
Firm (Report2)

[N [Field IFA'sreport1 | IF B's report | IF A's report 2
4 |Executing entity {LEI} of | {LEI} of | {LEI} of Investment
identification code | Investment Firm A | Investment Firm | Firm A
B
7 |Buyer {LEI} of [ {LEI} of | {LEI} of Investment

identification code | |nvestment  Firm | Investment Firm | Firm B

16 | Seller {LEI} of | {LEI} of | {LEI} of CCP
identification code | Investment Firm B | Investment Firm
A
29 [ Trading capacity | ‘DEAL’ ‘AQTC ‘AOTC’
59 | Execution within [ Natural person's | Code for | 'NORE’
firm ID or code of|Investment Firm
ission Delegated Regulation (EU) 2017/590.
na
N |Field IF A’s report 1 IFB's report  |IF A's report 2

algorithm  within [B's  execution
Investment Firm A | algorithm

ESMA promotes clarity to market participants on best execution reporting

Deprioritisation of supervisory actions on the obligation to publish RTS 27

As flagged over recent weeks, finally ESMAas procedurally extended the effective suspension

of RTS27 indefinitely [formal notice attached].

1 This means that the EU now matches the UK position, and firms shall not need to restart their
Best Ex reporting procedures or can stand them down if they wee anyway being maintained in
the absence of finality.

1 ESMA does use rather presumptive language here that they do expect Brussels to deal the death
blow to RTS27, (despite that fact that they have recently published a Best Ex Review Report).

1 Recalling: Article 27(3) of MIFID Il requires execution venues to make available to the public
reports related to the quality of execution of transactions on their venues. The secalled RTS 274
further specifies the content and format of these reports (RTS 27 reports)

T dBddpsejoh!up!uif!bnfoejoh! Ejsfdujwf-!SUT! 38! sfaqgp
and other users to make meaningful comparisons on the basis of the information they contain.

1 As a consequence, the amending Directive sets out a temporarsuspension of the periodic
reporting obligation to the public on execution venues in Article 27(3) of MIFID Il until 28 February
3134/ LI

1 [We had been asking the IP/SM teams at ESMA, as well as the MiFID unit in FISMA, for sufficient

notice of this matter since firms have lead times; andas pointed out in the report, the comitology

process between ESMA, DG_FISMA & the degislators could not have been completed before

end Feb next yeap? ESlIA acknowledges that a reapplication of the RTS 27 reporting obligtion

after 28 February 2023 would require execution venues to deploy significant resources to restart

boe!nbjoubjoltuifl!lsfgpsujoh-!qgpttjcmz! gps!b!tipsu!
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1 ESMA today issuedh Public Statementto promote coordinated action by National Competent
Authorities (NCAs) under MiFID Il not to prioritise supervisory actiortewards execution venues
relating to the periodic reporting obligation on them to publish the RTS 27 reports, from 1 March
2023 until the forthcoming legislative amendmentl] to the relevant Article of MiFID Il applies.

1 The Directive amending MiFID II, under the Capital Markets Recovery Package temporarily
suspended the RTS 27 reporting requirement until 28 February 2023. The European
Dpnnj t tlggiplaivetroposal on the MiFID II/MIFIR reviewincludes a proposal to delete the
obligation to publish RTS 27 reports.

1 This proposal is currently subject to the legislative procedure at the European Parliament and the
Council of the EU. In this context, ESMA has observed a lack of clarity among marketgpticipants
on the suspension of the obligation to publish RTS 27 reports, if the negotiations by the Council
of the European Union and the European Parliament exceeded the expiration date of this
temporary suspension (j.e., 28 February 2023).

1 Based on avdlable information, the MiFID IlI/MIFIR legislative procedure is likely to exceed 28
February 2023. Therefore, it is also likely that RTS 27 reporting obligation would temporarily re
apply after 28 February 2023 until the reviewed MiFID Il Directive wouldgply.

1 [1] Under the assumption that the European Parliament and the Counil of the EU agree in the
context of the MiFID II/MiFIR review to delete the RTS 27 reporting requirement.

Japan FSA publishes final guidelines on creating, recordkeeping and reporting of transaction information
in respect of derivatives transactions; The JFSA haspublished the finalised version of its 'Guidelines for
Creating, Recordkeeping and Repting of Transaction Information specified in Article 4(1) of the Cabinet
Office Order on the Regulation of Ovehe-Counter Derivatives, etc'.

1 In September 2022, the FSA published a draft version of the guidelines seeking industry
comments. Based on the comments received from 17 individuals and organisations including
overseas organisations, the finalised guidelines have been prepared to provide the trade
repository, the Financial Instruments Clearing Organisation, and the Financial Instruments
Business perator etc., with details of the matters required to be provided by them in respect of
certain derivatives transactions.

1 The finalised guidelines are effective from 1 April 2024.

FINRA Proposes Additional Conditions to Rulemaking on Remote Office Inspeains; FINRAproposed
adding conditions on a rulemaking to adopt a voluntary thregear pilot program that would allow broker
dealers to conduct annual office inspections remotely.

1 The amendment to the proposal would provide a list of factors a firm must consider when
conducting remote office inspections, and would encourage more frequent use of unannounced,
on-site inspections at locations deemed highrisk or previously "redflagged." The partial
amendment would also tighten the criteria for eligibility in the pilot program, including imposing
loss of eligibility for failing to comply with FINRARule 3110.18("Supervision"). The amendments
were offered in response to concerns raised by market participants.

Comments on the partial amendment are due by January 12, 2023.

FINRA Federal Regqister Filing: Notice of Partial Amendment No. 1 to Proposed Rule Change
Adopt Supplementary Material18 (Remote Inspections Pilot Program) Under FINRA Rule 3110

(Supervision)

=a =9



https://www.esma.europa.eu/sites/default/files/library/esma35-43-3444_public_statement_rts_27_reporting.pdf
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021PC0726&from=EN
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https://sites-cliffordchance.vuturevx.com/e/ihe7smpgyi10w/5ae7e180-ff13-4b4a-a1c1-3a5d05a2113a
https://www.govinfo.gov/content/pkg/FR-2022-12-22/pdf/2022-27787.pdf
https://www.findknowdo.com/us/finra/rules/3110
https://www.govinfo.gov/content/pkg/FR-2022-12-22/pdf/2022-27787.pdf
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https://www.govinfo.gov/content/pkg/FR-2022-12-22/pdf/2022-27787.pdf
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NYSE Arca, Inc. AWC: SVB Securities LIsettled NYSE Arca ("Exchange”) charges for (i) failing to obtain
customer consent prior to adjusting an options trade, (ii) executing the trade at terms that the customer
had said were not acceptable and (iii) recordkeeping failures.

il

In a Letter of Acceptance, Waiver and Consent, the Exchange found that the firm, having executed
a customer's option trade, subsequently agreed to change the price in a manner that was
unfavourable to the customer to accommodate the option counterparty. The Exchange said that
the broker-dealer then went back to the customer to tell the customer a new price that was
outside of the customer's pre-established price limits. The Exchange said the brokeidealer told
the customer that the reason for the change was that there had been a printer error, rather than
communicating that it had agreed with a counterparty to the price change. The Exchange also
found that the firm failed to maintain adequate records of its agreed cancellation and rebooking
of the trade.

As a result, the Exchange determined that the brokedealer violated Exchange ActSection
17(a) ("Records and reports"), Exchange AcRule 17a3(a)(6)(i) ("Records to be made by certain
exchange members, brokers and dealers"), NYSE ArcBule 2.28("Books and Records")Rule
11.1(b) ("Adherence to Law and Good Business Practice") an&ule 11.18(b}(c) ("Supervision").
To settle the charges, the brokerdealer agreed to (i) a censure and (ii) a civil monetary penalty of
$120,000.

FINRA AWC: OFG Financial Services, Insettled FINRA charges for failing to "establish, maintain, and

enforce a reasonable supervisory sytem... to review electronic communications that its registered
representatives sent and received."

il

FINRA found that the firm did not designate personnel to review communications, nor did the
firm's policies indicate how often communications should be reviewed. Additionally, FINRA found
that the firm did not have a useful keyword system for flagging emails to be reviewed. FINRA
said the firm reviewed emails on essentially a random basis, but only conducted a review of
approximately one quarter of 1 percentof emails.

FINRA determined that the brokerdealer violated FINRARule 2010("Standards of Commercial
Honor and Principals of Trade") andRule 3110 ("Supervision"). To settle the charges, the broker
dealer agreed to (i) a censure, (ii) a civil monetary penalty of $45,000 and (iii) undertakings to
remediate its electronic communication review issues.

FINRA AWC: Wells Fargo Securities, LL;@ brokerdealersettled FINRA charges for overstating the firm's

daily trading volume by nearly 148,000,000 shares on Bloomberg and Thomson Reuters, subscrbased
market data platforms.

|l

In a Letter of Acceptance, Waiver, and Consent, FINRA found that the brokelealer's advertising

software suffered from an error that caused the system to advertise certain options trades as

equity transactions from December 2016 to June 2018. In a separate instance, the broker
dealer's order management system caused certain trades routed between one of its trading
desks and its electronic trading desk to be counted twice in advertised numbers. FINRA said that
both failures were due in part to an inadequate supervisory system that was out of compliance
with FINRA rules.

FINRA determined that the overstatement violated FINRARule 2010("Standards of Commercial

Honor and Principles of Trade"), FINRARule 3110("Supervision') and FINRARule

5210 ("Publication of Transactions and Quotations"). To settle the charges, the brokedealer

agreed to (i) a censure ad (ii) a $200,000 fine.


https://www.nyse.com/publicdocs/nyse/markets/nyse-arca/disciplinary-actions/2022/SVB_AWC_(executed)_final.pdf
https://www.nyse.com/publicdocs/nyse/markets/nyse-arca/disciplinary-actions/2022/SVB_AWC_(executed)_final.pdf
https://www.findknowdo.com/us/usc/t15/s78q
https://www.findknowdo.com/us/usc/t15/s78q
https://www.findknowdo.com/us/cfr/17/240.17a-3
https://nysearcaguide.srorules.com/rules/document?treeNodeId=csh-da-filter!WKUS-TAL-DOCS-PHC-%7B57E4C5DB-A9B6-48EB-964A-3E2CA5EDB8C6%7D--WKUS_TAL_18878%23teid-133
https://nysearcaguide.srorules.com/rules/document?treeNodeId=csh-da-filter!WKUS-TAL-DOCS-PHC-%7B57E4C5DB-A9B6-48EB-964A-3E2CA5EDB8C6%7D--WKUS_TAL_18878%23teid-811
https://nysearcaguide.srorules.com/rules/document?treeNodeId=csh-da-filter!WKUS-TAL-DOCS-PHC-%7B57E4C5DB-A9B6-48EB-964A-3E2CA5EDB8C6%7D--WKUS_TAL_18878%23teid-811
https://nysearcaguide.srorules.com/rules/document?treeNodeId=csh-da-filter!WKUS-TAL-DOCS-PHC-%7B57E4C5DB-A9B6-48EB-964A-3E2CA5EDB8C6%7D--WKUS_TAL_18878%23teid-828
https://www.finra.org/sites/default/files/fda_documents/2020068668804%20OFG%20Financial%20Services%2C%20Inc.%20CRD%2023940%20AWC%20va.pdf
https://www.finra.org/sites/default/files/fda_documents/2020068668804%20OFG%20Financial%20Services%2C%20Inc.%20CRD%2023940%20AWC%20va.pdf
https://www.findknowdo.com/us/finra/rules/2010
https://www.findknowdo.com/us/finra/rules/3110
https://www.finra.org/sites/default/files/fda_documents/2017056834001%20Wells%20Fargo%20Securities%2C%20LLC%20CRD%20126292%20AWC%20gg.pdf
https://www.finra.org/sites/default/files/fda_documents/2017056834001%20Wells%20Fargo%20Securities%2C%20LLC%20CRD%20126292%20AWC%20gg.pdf
https://www.findknowdo.com/us/finra/rules/2010
https://www.findknowdo.com/us/finra/rules/3110
https://www.findknowdo.com/us/finra/rules/5210
https://www.findknowdo.com/us/finra/rules/5210
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FCA reviews diversity and inclusion approaches in financial servicesThe FCA has published anulti-firm
review on how financial services firms are designing and embedding diversity and inclusio(D&l)
strategies. The review found that, among other things:

il

f
il

many firms' strategies were generic and did not take a holistic view, lacking both a clear
articulation of purpose and actions oriented to achieving theirgoals.

firms are not systematically tracking the effectiveness of their measures andinitiatives.

there was considerable variation in the range of data that firms are collecting and the level of
analysis conducted on that data and few firms have actionable data beyond gender andtthnicity.
firms were not generally making significant efforts to get to the main reasons behind their issues
in representation, for example, not using qualitative feedback such as exit interviews to provide
insight into the numbers.

while many firms said senior managers would be held accountable for progress and that it was
part of their objectives, it was unclear how progress to goals would actually affect a performance
grade or reward, and many firms could not give examples of situations that would call for a
tangible adjustment to reward; and

few firms talked about the behavioural biases that affect inclusion or the role of systemic
discrimination and interventions were usually limited in scope and likely effectiveness.

The FCA has encouraged firms to consider theg findings in the development of their D&I
strategies and practices.

The review also includes the results of the pilot data survey issued in 2021 to better understand
the D&l data that firms were collecting.

HKMA revises SPM module on code of conductThe HKMA has issued a revised version of itsupervisory
policy manual module 'C& Code of Conduct'(SPM module) as a statutory guidance, by nate in the

government gazette, under section 7(3) of the Banking Ordinance. Following consultation with two industry
associations, the HKMA has revised the SPM module mainly to:

f
f

strengthen the conflicts of interest policy requirements.

incorporate the relevant provisions of the Prevention of Bribery Ordinance and provide guidance
to raise staff awareness on corruption prevention.

update the existing guidelines to enhance the internal control systems for enforcing the Code of
Conduct; and

enhance the clarity of guidance in relation to the adoption of group policies for foreign bank

branches.

The HKMA expects authorised institutions to review whether their code of conduct and internal

control systems are consistent with the principles set out in the revised module and, if needed,

to adopt all necessary changes by 1 July 2023.

FCA writes Dear CEO letter to financial advisers and intermediariesfhe FCA has written aportfolio
strateqgy letter to the directors of firms setting out its expectations relating to financial advisors and
intermediaries.

il

|l

In the letter the FCA provides an updated view of the key harms in the sector and summaries the
work it intends to do in the area.
The letter also sets out the FCA's expectation of firms in relation to:

o providing suitable advice;

0 pension and investment scams;

o firm failure and phoenixing;


https://sites-cliffordchance.vuturevx.com/e/glu2hjcbnpe0hq/5ae7e180-ff13-4b4a-a1c1-3a5d05a2113a
https://sites-cliffordchance.vuturevx.com/e/glu2hjcbnpe0hq/5ae7e180-ff13-4b4a-a1c1-3a5d05a2113a
https://sites-cliffordchance.vuturevx.com/e/ytewi0f8xr7ddg/5ae7e180-ff13-4b4a-a1c1-3a5d05a2113a
https://sites-cliffordchance.vuturevx.com/e/ytewi0f8xr7ddg/5ae7e180-ff13-4b4a-a1c1-3a5d05a2113a
https://sites-cliffordchance.vuturevx.com/e/pluewuriwq0ong/4598df45-d9ea-49c4-9f52-754ca49c05b6
https://sites-cliffordchance.vuturevx.com/e/pluewuriwq0ong/4598df45-d9ea-49c4-9f52-754ca49c05b6

European London
‘E \/ “ Venues & ‘L ‘E ‘B Energy
A \ Intermediaries / S Brokers'

Association Association

0 ongoing services; and
o other areas of interest including diversity and sustainability.

The V L Financial Conduct Authority (FCA)has fined a broker group 4,775,200GBP,for breaches of the
Market Abuse Regulation Article 16(2), which requires dZQs p g f tPérgoms d\bbamging or Executing
Us bot b drRPARTYotdHI g g f d p p jv fopmealkét abuse in the form of market manipulation and
insider trading. The notice can be found here. The FCA found that the firm did not have adequate
technology or procedures covering all relevant activity, as per the risk involved,from the start of MAR in
July 2016 until 2018.

1 Market participants in energyand commodities usually hold PPAETstatus, regardless of whether
they rely on exemptions and are therefore not financially authorised. This is the third fine levied
by the FCAthis year for inadequate monitoring under MAR (see here).

GDB! Nbs |l fu! Xbudi!82<! Ofxtmfuufs!po!dibohft!jo!bewjtps

About this edition

Steps taken by firms to reduce the number of permanent insiders

Article 18 of UK MAR and personal information

In this edition we share our observations about changesinadvip s z! gj snt! ! jotjefs! mj
publication of Market Watch 60. We also remind firms of the requirement within UK Market

Abuse Regulation (MAR)}o include personal information in insider lists, and reiterate the

importance of firms maintaining accurate insider lists and strictly limiting access to inside

information to employees who require access to perform their role in order to prevent market

abuse. Smaller permanent insider lists are desirable for firms and help ensure the securitand
joufhsjuz!pg!gjsnt!!bggspbdi!up!nbobhjoh!uifjs!nb
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FCA Market Watch 71;0n 13 December 2022, the FCA publishédarket Watch 71



https://www.fca.org.uk/publication/final-notices/bgc-gfi-2022.pdf
https://energytradingregulation.com/2022/08/22/citigroup-fined-12-5-million-for-surveillance-and-monitoring-failings/
https://www.fca.org.uk/publications/newsletters/market-watch-71/printable/print#lf-chapter-id-about-this-edition
https://www.fca.org.uk/publications/newsletters/market-watch-71/printable/print#lf-chapter-id-steps-taken-by-firms-to-reduce-the-number-of-permanent-insiders-
https://www.fca.org.uk/publications/newsletters/market-watch-71/printable/print#lf-chapter-id-article-18-of-uk-mar-and-personal-information-
https://www.fca.org.uk/publication/newsletters/market-watch-60.pdf
https://www.fca.org.uk/markets/market-abuse/regulation
https://www.fca.org.uk/markets/market-abuse/regulation
https://www.fca.org.uk/publications/newsletters/market-watch-71
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lists since the publication of Market Watch 60. The FCA also reminds firms of the requirement
within UK Market Abuse Regulation UK MAR to include personal information in insider lists and
reiterate the importance of firms maintaining accurate insider lists and strictly limiting access to
inside information to employees who require access to perform their role in order to prevent
market abuse.

1 Furthermore, the FCA covers:

0 Steps taken by firms to reduce the number of permanent insiders. Since Market Watch
60, the FCA hasseen considerable reductions in the numbers of permanent insiders at
several advisory firms, as well as enhanced monitoring of access to inside information.

o Article 18 of UK MAR and personal information. Recently, the FCA has received insider
lists in response to regulatory requests, which do not contain personal information, other
than names. The FCA have noticed the absence of telephone numbers, dates of birth
and national identification numbers. The FCA requires this information to eliminate
people for their enquiries by crossreferencing the information with MiFIR transaction
reports, MAR suspicious transaction and order reports and other information sources.

Shaping the future of borderless work webinarthat took place on 11" Pdupcf s! 3133 - ! gqsf wj f x
research on Cross Border Remote Working. We are glad to say that we have published the final, full

documententited¥ Ti bgj oh! ui fl gvuvsf!pg! cpsef cnds-barderxemetd ; ! Upxbs
X p s | ,jwbidh tan be accessedhere.

T Xflxfmdpnf!luifl!qgbgfs!t!gjoejoht!xijdi-!bnpoh!puif
and the institutional risks faced by employers wishing to offer CBRW flexibilities. The
recommendations help address the uncertainties, and costs, UK businesses face around
compliance with immigration law, corporate tax, personal and employment tax, social security
and employment law.

The FCAhas launched aconsultation on how to operationalise a gateway for firms approving financing
promotions (CP22/27). CP22/27 follows the introduction of the Financial Services and Markets Bill (FSM
Bill), which includes provisions to introduce a gateway requiring all firms to apply to the FCA for permission
to approve financial promotions for unauthorisedirms.

1 Asthe FCA intends to operationalise the gateway as soon as is reasonably possible once the Bill
receives Royal Assent and the relevant provisions commence, views are sought on, among other
things:

o the FCA's approach to assessing, granting andefusing applications;

0 a bi-annual reporting requirement for firms given permission to approve financial
promotions; and

o arequirement for eligible firms to notify the FCA within seven days when they approve,
amend, or withdraw approval of a financial promotion.

1 The FCA notes that CP22/27 is not generally relevant to authorised firms approving the financial
promotions of their appointed representatives (ARs) or of unauthorised firms within their
corporate group.

1 Comments are due by 7 February 2023 Subject to the progress of the FSM Bill, the FCA intends
to publish a policy statement and final rules in H1 2023


https://gbr01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.youtube.com%2Fwatch%3Fv%3DZ_hqqqEUiqA&data=05%7C01%7Ccolregulatoryaffairs%40cityoflondon.gov.uk%7C3bf1a6cbc3fc48403e8c08daddcace5d%7C9fe658cdb3cd405685193222ffa96be8%7C0%7C0%7C638066160350792127%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=g6DL0d1sV%2FAsxi1cWxtPmUEOjkCLGTuL%2BfZS0c4BoqQ%3D&reserved=0
https://gbr01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cityoflondon.gov.uk%2Fsupporting-businesses%2Feconomic-research%2Fresearch-publications%2Fshaping-the-future-of-borderless-work&data=05%7C01%7Ccolregulatoryaffairs%40cityoflondon.gov.uk%7C3bf1a6cbc3fc48403e8c08daddcace5d%7C9fe658cdb3cd405685193222ffa96be8%7C0%7C0%7C638066160350792127%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=83nic6MG0fTodfW1zvzi%2BXR5EkbdoojimdLbDpXKt3w%3D&reserved=0
https://sites-cliffordchance.vuturevx.com/e/c5es6fvx0ntdyq/4598df45-d9ea-49c4-9f52-754ca49c05b6
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FCA Understanding approaches to D&l in financial services; Mulirm reviews
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What we did

2. Findings

3. Next steps

4. Appendix 1: Effectiveness of actions

5. Appendix 2: Pilot Data Survey

We observed how financial services firms are designing and embedding diversity and inclusion
(D&l) strategies. We pesent our findings on these strategies and an overview of initiatives to
improve diversity and inclusion, which industry leaders can consider in reviewing their own
diversity and inclusion strategies.

Diversity and inclusion are essential for healthy firmcultures, enabling firms to deliver better
outcomes for consumers and markets. We want to see an inclusive industry where the most
capable people are able to progress, no matter what their background, and where diversity of
thought is valued. Diversity andinclusion, founded on a culture where it issafe to speak up, is
essential for firms to have healthy cultures that help to deliverconsumer protection and market
integrity. Although there has been progress over the last few years and most firms are publicly
committed to change, there is still much to be done.

In July 2021, we published a jointDiscussion Paper(DP) with the PRA and Bank of England. In
this DP we discussed the current state of diversity andinclusion in the industry, set out the case
that more progress advances our objectives, and proposed some areas for potential policy
intervention. We will consult on these proposals in 2023.

We decided to get a better understanding of the current state of diversity and inclusion
approaches in regulated firms. This work had 3 goals:

To give firms and others a picture of the current position, allowing leaders to consider where
initiatives might be relevant in their own firms.

To encourage further industry action.

To help us to develop a supervisory approach that we can use as the basis for future engagement
with firms.

This review presents the findings from our qualitative research andAppendix 1 sets out some
evidence for the effectiveness of actions, but it is not intended as guidance. Where our

pctfswbujpot!sfgfs!up! +#gjsnt! -1 xflbsflsfgfssjoh!u

1. What we did

Xfldiptf!bltbngmf! pg! 23! Faogssynfuléple!sector. &Wé ashkedeach!
firm for some basic information, including their diversity and inclusion policy and strategy, if they
had them, their targets or goals and any data that they used. We also requested a 9fhinute
structured interview with each firm. We asked all firms to make a senior leader available for this
interview, in addition to any specialists that they wanted to include.

We selected firms based on their gender pay gapsWe chose 8 firms with large pay gaps and 4
with relatively small pay gaps. However, as the largest pay gaps are disproportionately found in
the investment banking and asset management sectors, we adjusted our sample to cover a wider
range of sectors that would reflect the range of firms that we regulate.

In 2021, we issued a pilot data survey to understand better the diversity and inclusion data that
firms were collecting. In this review, we are also providing some of the results of our pilot data

survey (seeAppendix 2).

2. Findings

mbshf s


https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-what-we-did
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-findings
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-next-steps
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-appendix-1-effectiveness-of-actions
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-appendix-2-pilot-data-survey
https://www.fca.org.uk/culture-and-governance/psychological-safety
https://www.fca.org.uk/publications/discussion-papers/dp-21-2-diversity-and-inclusion-financial-sector-working-together-drive-change
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-appendix-1-effectiveness-of-actions
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-appendix-2-pilot-data-survey
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2.1. General observations

We found a surprising degree d consistency among the firms we spoke to. All were early in the

development of their approach on diversity and inclusion, typically having started serious efforts

in 2019 or 2020. Some firms had made more progress than others but there was generally litd

dpssf mbujpo!cfuxffolipx!efwfmpgfeluifl!lgjsnt!!bgqgs
Almost all the people we spoke to were committed and passionate about making progress. There
bsf!blovncfs!pgluipvhiugvm!joj uj bwerewdnericandddf sx bz /!
not take a holistic view. They lacked both a clear articulation of purpose and actions oriented to

achieving their goals. Firms were not fully capitalising on the data they collect to identify the best

remedies, nor tracking which remedies are most effective.

Very few firms seemed to have understood diversity and inclusion as a fundamental culture

issue. Generally, we found much less understanding of and focus on building inclusive cultures

than on actions to measure diversity and addess specific issues.

None of the retail firms that we spoke to had undertaken substantial work on the diverse needs

of their consumer base, though a few had recognised the need for this.

2.2. Key points

1

The firms that we spoke to are most focused on addressing gender representation, with ethnicity
starting to receive more attention. Other demographic characteristics receive much less
attention.

On both gender and ethnicity, firms tend to focus most on improving representation at senior
leadership level. This is despite data showing that the biggest drop-off in representation is from
junior to middle management grades. Such focus, in isolation, risks creating a culture where
gjsnt!buufnqu!up! #+fgpbdi!'!lejwfstfl!ltfojps!ubmfou! sb
a sustainable approach andis unlikely to bring meaningful, longlasting change.
Gjsnt!!lejwfstjuz! boe!jodmvtjpo!tusbufhjft!bsf!opu
specific circumstances and challenges. This means actions and initiatives may not be
appropriately focused. Firms are also not systematically tracking the effectiveness of these
measures and initiatives. This leads to a lack of understanding about what really works. Without
a strategy informed by a diagnostic process and better tracking of initiatives, somefirms risk
expending considerable resource without seeing meaningful results.

There is wide variation in data quality. Firms with better diversity data had a better understanding
of their position and were better placed to decide which actions to take. Ths variation was largely
the result of differing levels of success with staff declaration rates. Firms with the best
declaration rates have worked hard to achieve this, with focused initiatives to build trust and
understanding, and optimising touch points with staff.

Qpps! ebub!rvbmjuz! bmtp! bggfdufe!gjsnt!!bcjmjujft!
the experiences of different groups. So they were not able to design or implement targeted
interventions to address these issues. There is a rik that this leads to patterns or trends being
missed.

The specific initiatives firms told us about included a number that we felt were likely to have a
positive effect. But we also saw an overreliance, in some firms, on measures such as training,
network groups and allyship, which although important, will not alone bring about the kind of
systemic change needed.

Most firms told us that senior managers were accountable and that diversity and inclusion goals
could affect pay and bonuses. But it was much lessclear in many cases how this worked in
practice.

Firms that are part of international groups had generally adopted a groupwide international
strategy, without tailoring it to the circumstances of the UK organisation or the characteristics of

21


https://financialservicescultureboard.org.uk/a-balanced-gender-picture-conceals-a-multitude-of-differences-and-even-more-so-when-ethnicity-is-taken-into-account/
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the UK. Thesefirms typically had less ambitious and well-defined strategies and were often
reliant on global, rather than UKspecific, data.

2.3. Commitment to diversity and inclusion

1 Most firms approached the work positively. However, there were differing levels of ommitment
from firms, both to diversity and inclusion in general and specifically in their participation in our
research. Some firms were reluctant to make senior business leaders available as we requested.
Where they did, we spoke to people with a strongpersonal commitment to diversity and
inclusion. But it was not clear to what extent the enthusiasm of the people we spoke to is more
widely reflected across their organisations. In a few cases, they acknowledged that some parts
of their organisations were harder to reach on this issue.

1 By and large, firms were open and candid about the challenges they are facing and focused on
achieving meaningful progress. However, we saw several instances where firms focused almost
exclusively on gender representation atsenior levels because there are external targets and
expectations for it. This suggests that a compliance approach, rather than a genuine
commitment to diversity and inclusion, is driving some strategies.

2.4, Current performance

1 Most firms in our sample collected diversity data on their employees across all grades. In all
cases where they had analysed this data in detail, it was notable that the step from junior to mie
level roles is where representation falls away most steeply, both for women and ethnic nmorities.

In the cases we saw, representation at senior levels is only marginally lower than at middle levels.

This means that internal talent pipelines for senior representation will be limited, leading firms to

look externally for top talent. Thisresubt ' j o! gj snt! ¥$dboojcbmjtjoh! fbdi!
put it.

1 Large gender pay gaps persistacross the industry, and this is particularly marked insome
sectors. There is little sign that action to close these has yet been effective (seé\ppendix 1on
effectiveness of actions). However, even in sectors where pay gaps are most pronounced, some
firms display relatively smaller pay gaps. We found bonus gaps to be even wider than hourly pay
gaps. We conclude that this is indicative of the fact that the highest bonuses are paid at senior
levels, where women and ethnic minorities are still undeirepresented.

1 Some firms had broken down ethnicity representation beyond a simple White/ethnic minority
split. Where they had, the data showed there were clearly divergent outcomes for different ethnic
minority groups.

1 Few firms have taken steps to address social mobility. Where they have, this has focused on the
entry points, with less attention to the cultural experience of employees from less socially
privileged backgrounds. This may also be a contributing factor to the lack of progress for some
ethnic minorities.

1 Work around sexual orientation is often limited to supporting employee network groups and
performative actions (eg, support for Pride). Similarly, few firms had given serious consideration
to disability. Very few firms have paid attention to neurodiversity.

1 Firms we spoke to generally weren't considering whether there were compounded issues for

people belonging to more than one minority group that could lead to disadvantages

) ¥joufstfdujpobmjuz!*/! Uif! Gj ob odyjetyandesTih shvj df t ! D

experience of White women and women from ethnic minorities, for example.

2.5. Use of data

We found considerable variation in the range of data that firms are collecting and the level of

analysis conducted on that data. Some gather detailed breakdowns of gender and ethnicity data

by grade. Othersepo! u-! jo! gbsu! evf! up! gpps! fngmpzff! efd
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https://www.statista.com/statistics/760342/gender-pay-gap-uk-by-sector/
https://www.pwc.co.uk/human-resource-services/assets/pdfs/gender-pay-in-financial-services.pdf
https://www.pwc.co.uk/human-resource-services/assets/pdfs/gender-pay-in-financial-services.pdf
https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-appendix-1-effectiveness-of-actions
https://financialservicescultureboard.org.uk/a-balanced-gender-picture-conceals-a-multitude-of-differences-and-even-more-so-when-ethnicity-is-taken-into-account/
https://financialservicescultureboard.org.uk/a-balanced-gender-picture-conceals-a-multitude-of-differences-and-even-more-so-when-ethnicity-is-taken-into-account/
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strategies to improve these. Our findings were consistent with the results of our pilot data survey
(see Appendix 2).

1 Few firms have actionable data beyond gender and ethnicity. Where firms had attempted to
gather data on characteristics like disability and sexual orientation, they had all seen lower
declaration rates than for ethnicity. We saw better declaration rates for data collected at
recruitment/ onboarding stage compared to that from existing employe es. Where firms achieved
higher declaration rates, this was usually because they had made efforts to increase trust and
make effective use of employee engagement. In one example, an action as simple as showing
how to update diversity data at team meetingsimproved declaration rates.

1 We also found differences in the level of employee declaration which firms believe constitutes a
reliable data set on which a strategy and targets can be set. This means that, in some cases,
firms with worse declaration rates are doing more than those with better rates. It may be possible
to draw tentative conclusions about representation even with lower declaration rates.

1 Crucially, it was not clear that firms- even those with the best data- are making full use of their
data insights to inform their strategies. This is likely to mean that their interventions are not
targeted on the most important issues. Firms were not generally making significant efforts to get
to the heart of the reasons behind their issues in representation.For example, few firms were
using detailed data about promotions processes or making use of qualitative feedback such as
exit interviews to provide insight into the numbers.
2.6. Effectiveness of strategies and targets
Most firms did not have strategies that clearly linked diagnosis, action and measurement. The
level of detail covered in strategies was variable. Many firms had higHevel strategies that would
benefit from more definition and struggled to give clear examples of how they were going to
reach their goals. Many strategies were not specific to the firm and its particular issues. For
example, although firms in different sectors have very different job roles and cultures, potentially
raising specific issues, we did not see this generally reflected.

1 Many firms seemed unclear about their business rationale for better diversity and inclusion. Only
1 firm had made a clear connection with diversity of thought or recognised the potential benefits
that this could bring to its business. Without a clear undcerstanding of why firms are undertaking
these efforts, there is a risk that diversity and inclusion is seen as an optional extra or that staff
become fatigued and disengaged by ongoing initiatives.

1 Firms had the most developed strategies for gender and wee most likely to set targets for it. We
think this is, in part, due to the availability of data and the influence of higkprofile initiatives,
notably the Women in Finance Charter and 30% club. While we understand the need for firms to
be realistic in what can be achieved, we felt some of these targets lacked ambition.

1 After gender, ethnicity received the most focus, although data availability stopped several firms
from setting specific targets. As a result, ethnicity strategies often lacked the same levebf focus,
in terms of tangible actions, measures and accountability. Other characteristics received the
least attention, with only a small number of firms in our sample articulating their importance and
setting out measures to support them.

1 Firms did not consistently measure the effectiveness of individual initiatives. Although further
effort would be needed to put evaluations in place, without them there is a risk of wasted effort
and unintended negative consequences.

1 We found that some firms had launched numerous initiatives but had yet to see substantial
improvements. We have 3 hypotheses as to why this might be:

= =

1 Diversity and inclusion initiatives take longer to deliver a visible impact than expected.

1 Diversity initiatives alone, without meaningful culural change driven from the top to embed them
and drive inclusion, will not tackle diversity effectively.

1 Some diversity and inclusion initiatives are not effective in delivering change.

1 These possibilities have very different implications. So it will befmnportant for firms to understand

the reasons where initiatives are not delivering change.


https://www.fca.org.uk/publications/multi-firm-reviews/understanding-approaches-diversity-inclusion-financial-services/printable/print#lf-chapter-id-appendix-2-pilot-data-survey
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EBA proposes new money laundering guidelines to tackle deisking; The EBA has launched aonsultation
on two new sets of guidelines on the effective management of money laundering and temist financing
(ML/TF) risks when providing access to financial services.

T Uiflgjstultful!jt!beejoh!blofx!tfdujpolup!uif! FCB!
which set out what financial institutions should do to identify and tackle ML/TF risk. The purpose
of the new section is to help financial institutions understand how not-for-profit organisations
(NPOs) are organised, how they can be different from other customers and what they can do to
manage ML/TF risks associated with such customers effectively, instead of denying them
access to financial services.
I The second set tackles the issue of effective management of ML/TF risks by financial institutions
when providing access to financial services. The guidelines aim to clarify the interaction betveen
ui f! bddftt! up! gjobodjbm! tfswjdft! boe! jotujuvujpo
where customers, including the most vulnerable, have legitimate reasons to be unable to provide
traditional forms of identity documentation. In addition, they set out the steps institutions should
take when considering whether to refuse or terminate a business relationship with a customer
based on ML/TF risk or AML/CFT compliance grounds.
1 Comments on the draft guidelines are due by 6 February 2023.

Contracts For Difference;FCAissued aPortfolio letter which outlines our expectations and highlights poor
practice seen in firms.

1 CFDs are highrisk derivative products which can pose risks to both our consumer protection and
market integrity objectives. We have previously acted to mitigate these risks but have ongoing
concerns. The letter builds on past Supervision andPolicy communications to the sector and is
in line with our 3-year strategy and Consumer Investments Strategy.
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https://sites-cliffordchance.vuturevx.com/e/rhkmdceawbujm4w/4598df45-d9ea-49c4-9f52-754ca49c05b6
https://sites-cliffordchance.vuturevx.com/e/rhkmdceawbujm4w/4598df45-d9ea-49c4-9f52-754ca49c05b6
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMzgsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMjEyMTUuNjgyNzgwNjEiLCJ1cmwiOiJodHRwczovL3d3dy5mY2Eub3JnLnVrL3B1YmxpY2F0aW9uL2NvcnJlc3BvbmRlbmNlL2NmZC1wb3J0Zm9saW8tbGV0dGVyLTIwMjIucGRmIn0.6msrMNETAz17lx0sUnOhFpA0tnn-o0oCxIBALU0ejgk/s/752722799/br/150563876791-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMzksInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMjEyMTUuNjgyNzgwNjEiLCJ1cmwiOiJodHRwczovL3d3dy5mY2Eub3JnLnVrL3B1YmxpY2F0aW9uL2NvcnBvcmF0ZS9vdXItc3RyYXRlZ3ktMjAyMi0yNS5wZGYifQ.pxjY6vQ6RfblizkG-FQqKQeMZlGb-3wHzDbzkJn1KHM/s/752722799/br/150563876791-l
https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxNDAsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMjEyMTUuNjgyNzgwNjEiLCJ1cmwiOiJodHRwczovL3d3dy5mY2Eub3JnLnVrL3B1YmxpY2F0aW9ucy9jb3Jwb3JhdGUtZG9jdW1lbnRzL2NvbnN1bWVyLWludmVzdG1lbnRzLXN0cmF0ZWd5In0.NZXGwlQ-8Ixrbc-X0ZunwiuKD606WcQhLQEb0lxi61A/s/752722799/br/150563876791-l
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1 FCA expect all firms to have agreed actions and next steps in response to the letter by January
2023

How you log into FCA systans is changing; We are introducing multifactor authentication to strengthen
how you log into our systems and to further protect and control access to our data.

You will need to authenticate and enter a onetime passcode every time you log into:
Connect,Reg Data, Fees Portal or Shared Intelligence Service (SIg)from 20 January 2023.
Electronic Submission System (ESS)p from 16 February 2023.

You will be prompted to register and turn on multifactor authentication when you log in from 20
Jan 2023 (16 February for ESS). See oumvebsite for more information and to prepare for the
changes.

=A =4 =4 =4

Regulatory fees and levies;FCAhave published our annual consultation paper which sets out our policy
proposals for FCA fees from 2023/24. This applies to all FCA fgeayers and to any businessegonsidering
applying for FCA authorisation or registration.

1 We cover a range of issues including our proposed approach to the assumptions we will need to
tfulgps! ofyu! zf b sratés/lablpng tlosatyathnélatiqn and thecosy df lfving. We
also cover appointed representatives and firms subject to the Investment Firms Prudential
Regime, the new financial promotions regime, and the new Economic Crime Levy.

1 Pleaseconsider our proposals and comment by 16 January 2023.

ExWall Street Trader Convicted of Fraud in Precious Metals Spoofing Scheme A federal jury in the
Northern District of lllinois convicted a former trader at JPMorgan Chaseand Credit Suissetoday of fraud
in connection with a spoofing scheme in the gold and silver futures markets. According to court
documents and evidence presented at trial, Christopher Jordan, 51, of Mountainside, New Jersey,was an
executive director and trader on JPMorgan's precious metals desk in New York from 2006 to 2009, and
on Credit Suisse's precious metals desk in New York in 2010. Between 2008 and 2010, Jordan placed
thousands of spoof orders, i.e.,orders that he intended to cancel before execution, to drive prices in a
direction more favorable to orders he intended to execute on the opposite side of the market.
/jlne.ws/3UPPquZ

The FCAhas fined Santander UK Plc (Santander)£107,793,300after it found serious and persistent gaps
in its anti-money laundering (AML) controls, affecting its Business Banking customers. Between 31
December2012 and 18 October 2017, Santanderfailed to properly overseeand manage its AML systems,
which significantly impacted the account oversight of more than 560,000business customers.

1 Santander had ineffective systems to adequately verify the information provided by customers

about the business they would be doing. The firm also failed to properly monitor the money

customers had told them would be going through their accounts compared with what actually

was being deposited.

Mark Steward, Executive Director of Enforcement and Market Oversight at the FCA,said:

( T b o u bpmoer fmanagement of their anti-money laundering systems and their inadequate

attempts to address the problems created a prolonged and severerisk of money laundering and

financial crime.

1 'As part of our commitment to prevent and reduce financial crime, we continue to take action
against firms which fail to operate proper anti-money laundering controls.'

1 Inonecase,anew customer opened an account as a small translations business with expected
monthly deposits of £5,000. Within six months it was receiving millions in deposits, and swiftly
transferring the money to separate accounts.

= =
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https://lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMjYsInVyaSI6ImJwMjpjbGljayIsImJ1bGxldGluX2lkIjoiMjAyMjEyMTUuNjgyNzgwNjEiLCJ1cmwiOiJodHRwczovL3d3dy5mY2Eub3JnLnVrL3B1YmxpY2F0aW9ucy9jb25zdWx0YXRpb24tcGFwZXJzL2NwMjItMjMtZmVlcy1sZXZpZXMtcHJvcG9zYWxzLTIwMjMtMjQifQ.t-wKVQEJvDAWO-8jGk_ErueDNEgwUz2vX6jURrIP6_Q/s/752722799/br/150563876791-l
https://r20.rs6.net/tn.jsp?f=001L5Dskqlz6zbWUTXNj6h4zObmVG5TwpsWGa3z5xeIAdesWBHCUudKnBt60yUgPnSaaL20c8RBWgmd_JRGvq5gZsa4H7U7MIWo7CpcLImPPWFc1izl0-2LAPFeoDFEjbOCeN08eS5gsyVFQ_tE8ViH6w==&c=OS0LzVBLWQjGE5jHy8uLs7K0ozuRnxOVqsYLVM-Bi1vnd_JM1XKX1g==&ch=lwSE5HgHCbY6hfIVpGwTFFGhVarhd8iuukolov_LHGVNtwmPdLcb7g==
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1 Although the account was recommended for closure by the ¢ b o lowntAML team in March
2014, poor processes and structures meant that this was not acted upon until September 2015.
As a result, the customer continued to receive and transfer millions of pounds through its
account.

1 Santander agreed to a request from law enforcement to keep the account open in September
2015, however, it failed to keep track of this request and the account remained open until the
FCAwrote to Santanderin December2016.

1 The FCAidentified several other Business Banking accounts which Santander failed to manage
correctly, leaving the bank open to serious money laundering risk. There were also examples of
the bank failing to promptly deal with ¥ s § s bdsgodiated with suspicious activity, such as
automated monitoring alerts.

I These failures led to more than £298 million passing through the bank before it closed the
accounts.

I Santander knew that there were significant weaknesses in its AML systems and controls and
began a programme of improvements in 2013. While these changes resulted in some
improvements, Santanderconcluded that the changes did not adequately address the underlying
weaknesses and,in 2017, decided to implement a comprehensive restructuring of its processes
and systems. Santander UK continues to invest in its ongoing transformation and remediation
programme.

1 Santanderhas not disputed the G D Bfindings and agreedto settle, which means it has qualified
for a 30%discount. Without the discount, the financial penalty would have been £153,990,400.

1 Aspart of its role to protect consumers and the market, the regulator has repeatedly stepped in
and penalised firms for poor management of their AML systems. For example, it has fined
Standard Chartered Bank £102.2 million, HSBC Bank plc £63.9 million, and its investigation led
to NatWest being fined £264.8 million.

1 Notes to editors

1. The Final Notice for Santander UK Plc (PDF)

The FCAhas fined BGCBrokers LP, GFI Brokers Limited and GFl Securities Limited (together, BGC/GFI)
£4,775,200for failing to ensure they had appropriate systems and controls in place to effectively detect
market abuse. BGC/GFI failed to properly implement the Market Abuse Regulation (MAR) trade
surveillance requirements. This meant there was an increased risk that potentially suspicious trading
would go undetected.

1 BGC/GFlare inter-dealer brokers specialising in broking exchange listed and over-the-counter
financial products and related derivative products. It is of fundamental importance to the integrity
of the market that brokers such as BGC/GFlhave effective market abuse surveillance systems
in place.

1 Between July 2016 and January 2018, BGC/GFlhad manual, automatic and communications

surveillance processes that were deficient, and therefore, inadequate in properly addressing the

risk of market abuse. Additionally,C H D 0 H<ystelms for monitoring market abuse did not have
proper coverage of all asset classes which are subject to MAR.

Mark Steward, Executive Director of Enforcement and Market Oversight,commented:

¥ P wf sdf puhmatkets is a regulated partnership between the FCA and market participants

and so gaps or holesinag j s ability to monitor and detect abusive trading poses direct risks

to market integrity. This case is another example of the G D B dletermination to ensure firms
prioritise market integrity and the maintenance of high standardsofd pngmj bod f / !

1 BGC/GFlagreedto resolve the case at an early stage and qualified for a 30% discount. Without
this discount, the fine would have been £6,821,800.

1 BGC/GFlhave since enhanced their systems and controls.

= =9


https://www.fca.org.uk/news/press-releases/fca-fines-standard-chartered-bank-102-2-million-poor-aml-controls
https://www.fca.org.uk/news/press-releases/fca-fines-hsbc-bank-plc-deficient-transaction-monitoring-controls
https://www.fca.org.uk/news/press-releases/natwest-fined-264.8million-anti-money-laundering-failures
https://www.fca.org.uk/publication/final-notices/santander-uk-plc-2022.pdf
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T Notes to editors
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Final Notice for BGC/GFI

2. The FCAconducts its own surveillance for market abuse by consolidating data obtained from
market participants to detect potential insider dealing and market manipulation.

3. MARwas introduced in 2016 and expanded requirements to detect and report potential market
abuse. It introduced a requirement to monitor both orders and trades to detect potential and
attempted market abuse across a broad range of markets and financial instruments.

4. The GD B Market Surveillance team conducts specialist supervision of the suspicious
transaction and order reporting (STOR)regime. As part of its extensive supervisory programme,
it undertakes regular and ad hoc visits to a wide range of market participants to assess their
market abuse surveillance arrangements.

5. BGCBrokers LP (BGC),GFIBrokers Limited and GFI Securities Limited (GFl) are separate legal
entities. BGCis the UK subsidiary of BGCInc. GFlwas purchased by BGClInc in January 2016.
Although GFlis run separately, it is part of the wider BGC organisation and shares the same
compliance department.

6. MAR is a significant piece of legislation that covers the offences of insider dealing, unlawful
disclosure of inside information, and market manipulation. Firms that arrange or execute
transactions in financial instruments are required by Article 16(2) of MAR to establish and
maintain effective arrangements, systems, and procedures to detect and report potential market
abuse.

7. These failings meant that BGC/GFlbreached Article 16(2) of MAR and Principle 3 of the GD B ! t

Principles for Businesses p that a firm must take reasonable care to organise and control its

affairs responsibly and effectively, with adequate risk management systems.

The FCAhas fined Metro Bank PLC £10,002,300for breaching the Listing Rules by publishing incorrect
information to investors. The FCA has also decided to fine Metro C b o Ifotnter Chief Executive Craig
Donaldsonand former Chief Financial Officer David Arden £223,100and £134,600,respectively,for being
knowingly concernedin Metro C b o bréath.

1 Metro Bank has not referred the G D B detision to the Upper Tribunal. The two individuals have
referred their respective Decision Notices to the Upper Tribunal where they will each present their
case. Any findings inthe j o e j w jDecigsitnmibtites are therefore provisional and reflect the
G D Bbelief as to what occurred and how it considers their behaviour should be characterised.

I The Upper Tribunal will determine whether to uphold the G D B Hetisions against the two
individuals or not and whether there are any other actions that should be taken by the FCA.The
Upper Tribunal's decision will be made public on its website following a hearing. Accordingly, the
action outlined inthej o e j w pexigidn Mati¢ces will have no effect pending the determination
of the cases by the Upper Tribunal.

1 As part of its quarterly financial results, Metro Bank regularly reported to the market on its
prudential position, including the Risk Weighted Assets (RWA) on which its regulatory capital
requirements are based. Metro Bank published incorrect information concerning its RWAfigure
in its third quarter trading update (the October Announcement) on 24 October 2018.

1 Metro Bankwas aware at the time that this figure was wrong and failed to qualify it or explainin
the October Announcement that it was subject to an ongoing review and would require a
substantial correction. Metro Bank also failed to consider, and to seek legal advice on, whether
the incorrect RWAfigure ought to be qualified or explainedin the October Announcement. As a
result, Metro Bank failed to take reasonable care to ensure that the October Announcement was
not false and misleading and did not omit relevant information.

1 The FCAconsiders that Mr Donaldson and Mr Arden were knowingly concernedinMetroCb o | ! t
breach of the Listing Rules. They were aware that the RWAfigure in the October Announcement
was wrong and would require substantial correction. Despite this, they failed to consider whether
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the figure ought to be qualified or explainedand failed to seeklegal advice on this question. When
the correct RWA figure was announced in January 2019, it contributed to a 39% fall in Metro
C b o Ishare price.

1 Mark Steward, Executive Director of Enforcement and Market Oversight,said: 'Listed firms must
ensure that the information they are disclosing to the market is right. This is what investors are
entitled to receive.

1 'TheV L lListing Rulesimpose high standards on issuers and their officers which Metro Bank,
Mr Donaldson and Mr Ardenfailed to meet in this case.'

1 Notes to editors

1. Metro Bankis a dual-regulated firm which was initially admitted to the Official List of the London

Stock Exchangein 2016 and at the time of the announcement, was a member of the FTSE250.

Final Notice for Metro Bank PLC.

Decision Notice for Craig Donaldson.

Decision Notice for David Arden.

Mr Craig Donaldson was Metro C b o ICEQfrom March 2009 until December2019.

Mr David Arden was Metro C b o IChidf Financial Officer (CFO)from March 2018 until February

2022.

7. On 22 December 2021, the PRA published a Final Notice against Metro Bank and imposed a
penalty of £5,376,000for failings associated with the C b o IRWAreporting to the PRA.

ok wd

Qatar MO: Qatar offered European lawmakers World Cup tickets, free trips to the Gulf state and other
valuable hospitality as it sought to persuade them to soften their criticism of its treatment of workers
ahead of the tournament. The way [Qatari officials] engaged wasff. They wanted to convince lawmakers
there was no exploitation of workers there

Metro Bank Fined £10M For Breaking Listing RulesThe Financial Conduct Authority said on Monday that
it has fined Metro Bank £10 million ($12.3 million) forbreaching listing rules by failing to publish correct
information for investors, saying the lender did not ensure that its announcement was free from error.
Read full article »

City of London Workers Want to Make WFH From Abwad Easier, Survey Finds Finance workers are
pushing for simpler rules for cross-border remote working, the latest sign that the pandemicfueled
appetite for flexible work isn't abating. The UK government, which launched a review into crossorder
working rules earlier this yeatr should adopt common standards around tax, immigration policies and
regulatory oversight, according to a report by the City of London Corporation and consulting firm EY
published Wednesday./jlne.ws/3uUMvGU

ECB to Allow Staff to Work Remotely for About Half of the Time The European Central Bank will let staff
work remotely for 110 days a year- roughly half their time. The rules, which take effect Jan. 1, pemit as
many as 10 days a month away from desks. That's stricter than the current system, under which
employees must show up at the office at least eight days a month./jlne.ws/3UZ2L Rx

EUto tighten requirements for commodity derivatives traders The EuropeanCommission has published
proposed changes to how commodity derivatives trades are managed within the bloc, which include
ending the exemption for non-financial firms on reporting off-exchange trades. "To build resilience, the
lessons drawn from the recent developments in energy markets, with several energy companies facing
liquidity issues when using derivatives, need to be taken into account,"the ECsaid in the draft proposal.
Reuters Qil Price



https://www.fca.org.uk/publication/final-notices/metro-bank-2022.pdf
https://www.fca.org.uk/publication/decision-notices/craig-donaldson-2022.pdf
https://www.fca.org.uk/publication/decision-notices/david-arden-2022.pdf
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/regulatory-action/final-notice-from-pra-to-metro-bank.pdf
https://www.ft.com/content/71ada9f4-3948-416a-9f74-47ff21bfa35c
https://www.law360.co.uk/financial-services-uk/articles/1557195?nl_pk=e7f91e58-6b03-45d4-a605-3913c0743a93&utm_source=newsletter&utm_medium=email&utm_campaign=financial-services-uk&utm_content=2022-12-13&nlsidx=0&nlaidx=0
https://www.law360.co.uk/financial-services-uk/articles/1557195?nl_pk=e7f91e58-6b03-45d4-a605-3913c0743a93&utm_source=newsletter&utm_medium=email&utm_campaign=financial-services-uk&utm_content=2022-12-13&read_more=1&nlsidx=0&nlaidx=0
https://r20.rs6.net/tn.jsp?f=001AFgkQPMNmpAt3CsY3OOuRExpDVOPgLcpI-wtsRtdguvtZJC4kIHZ6kgXuN-gPajPFx6_RZDsgtSKAxxSa8kyraJB_DSSW1vo7317UumIg6bA6GK2MvaCe5KJVN9BZB1WYbApAx5AGdvo_HyZMrqL0g==&c=2JXXS1sfgZbHZjsCfbkO53BN2A9rc3FCacoDOMvzEFk_0H1F3jSy3Q==&ch=K2WKSpwQaJ-gys0hBsgUOhAgBnsDRJlXCjBDtHxOsFUyfHULggXqkg==
https://r20.rs6.net/tn.jsp?f=001AFgkQPMNmpAt3CsY3OOuRExpDVOPgLcpI-wtsRtdguvtZJC4kIHZ6kgXuN-gPajP7-TO1z7dFKBg9vA1SCRQXrdj1cRcnvDKnP9qyQmXl_84LX5i-f9kZsObQDYfYkr48KAInBv8Jw7828WjdBiIUA==&c=2JXXS1sfgZbHZjsCfbkO53BN2A9rc3FCacoDOMvzEFk_0H1F3jSy3Q==&ch=K2WKSpwQaJ-gys0hBsgUOhAgBnsDRJlXCjBDtHxOsFUyfHULggXqkg==
http://r.smartbrief.com/resp/pMwJCPmvcUDuunrFCigawxBWcNoQqV?format=multipart
http://r.smartbrief.com/resp/pMwJCPmvcUDuunrFCigawxBWcNoQqV?format=multipart
http://r.smartbrief.com/resp/pMwJCPmvcUDuunrGCigawxBWcNtJZw?format=multipart
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1 The European Union flagged tougher requirements on Wednesday for commodity companies
using derivatives markets after failing to meet higher collateral calls when gas prices rocketed
due to Russia'sinvasion of Ukraine.FISMAproposed EMIRchanges in a draft law updating rules
on clearing derivatives to better withstand shocks after governments had to help some energy
companies meet higher margins on derivatives. "To build resilience, the lessons drawn from the
recent developments in energy markets, with several energy companies facing liquidity issues
when using derivatives,needto be taken into account,"the draft EUlaw published on Wednesday
said.

1 Energyand other commodity firms use derivatives markets to hedge sales and shield themselves

against volatile price moves. Brussels has already introduced a package of quick fixes, such as

widening what can be used as collateral to meet margin calls, but said more structural changes
were now needed.

Europeis simply switching gas dependencyfrom Russiato U.S:-RIAcites Kremlin

Onelesson from recent turmoil in energy markets is to scrap an exemption givento non-financial

firms from reporting their off-exchange derivatives trades. The aim is to give regulators more

data on markets, the draft law says.

1 There will also be more emphasis on making sure energy firms are aware of potentially higher
margin calls in a market crisis.

1 The draft law also requires the bloc's securities watchdog ESMAto compile a report and cost
benefit analysis on whether clearing houses should have "segregated"or separate accounts for
non-financial and financial sector members to avoid cross-sector contagion in a crisis.

1 Thevolume threshold at which mandatory clearing of derivatives contracts kicks in should also
be looked at. "ESMA is encouraged to consider and provide, inter alia, more granularity for
commodity derivatives,"the draft law says.

I They could also be differentiated in relation to environmental, social and governance criteria,
environmentally sustainable investments or crypto-related features, it said.

= =9

DTCCNorth America Re-write Update; We wanted to provide an update of the x f f Irebdrting and what
we are seeing. So far there have beenno issues on our end and it appearsthat most of the issues we are
seeingare growing pains due to the newrequirements. That is especiallyapparentin the top NACKreasons,
see attached. The good news is that the acceptancerate is climbing day by day and when we speak with
specific firms, they are aware of their issues and are working to fix them. Please see attached for some
more details. Keepin mind that this does not representBAUas it includes T v o e Bubrhigsions and most
firms have not updated existing trades yet and the growing pains previously mentioned. This is meant to
give an idea of what has happenedto date.
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North America Re-Write Go-Live Industry Statistics

Submissions - December 8th

Total Reported by Jurisdiction, Report Date and Action Type

Firms Submitting in Production 15 ) !
(Since Go-Live)
Total Industry Submission ACK Rate 93.53%
Trade Stats Industry Submission ACK Rats 20.45% [—
PPD Industry Submission AGK Rats 2% Report
T I e AR prp Date  MEWT MODI CORR EROR REVI TERM VALU MARU _ Total
e iy Submission ACK R - cFTC 12142022 15% 532% D3% 01% 00% D0% 440% 0.0% 100.0%
Gollatsral Industry Submission AGK Rats 85.85% 1252022 T4% 236% 05% 02% 00% 22% 650% 0.2% 100.0%
12/8/2022 4.3% B80% 06% 02% 00% 16% 840% 0.5% 100.0%
1272022 43% 44% 10% 02% 00% 26% 860% 0.5% 100.0%
oy S P 12.'3:'2022 48% 66% 00% 02% 01% 21% 850% 0.5% 100.0%
Total Reperted | vauation 5314%  0.00%  000%  53.14% : - : - : G -
by Message TyPe | TwdeStale 12.13%  1480%  1480%  4176% CFTC Total 45% 119% 08% 02% 00% 19% 80.3% 0.4% 100.0%
and Jurisdiction : - - : sEC 124/2022 0.5% 90.3% 00% 0.1% 01% 00% 00% 0.0% 100.0%
FFD 154%  329%  0.01%  4.83% 12/5/2022 22.0% 624% 07% D05% 0.1% 142% 00% 0.0% 100.0%
(Since Go-Live) - - . - - : - -
Collateral " 0.26% 0.00% _0.00% " 0.26% 1206/2022 24.1% 58.1% 16% 07% 0.1% 154% 00% 00% 100.0%
Total 67.07% 18.11% _1482% _100.00% 1272022 24.0% S86% 15% 06% 01% 153% 00% 0.0% 100.0%
12/8/2022 23.3% 50.3% 23% O05% 01% 145% 0.0% 0.0% 100.0%
SEC Total 18.5% E8.0% 1.2% 0.5% 0.4% 117% 0.0% 0.0% 100.0%
Top 5Industry NACKs Canada  1204/2022 0.4% 00.4% 00% O00% 01% 00% 00% 00% 100.0%
1 The UTI+USI+Party 1+Party 2+Junisdiction/Province of the Valuation must match that 12/5/2022 18.6% B3.6% D06% 0.2% 0.2% 16.8% 0.0% D.0% 100.0%
of an existing trade ) _ o 1206/2022 21.1% 58.1% 1.8% 0.2% 0.1% 18.86% 0.0% 0.0% 100.0%
2. Action Type cannot be submitted when underlying rade is not existing 1272022 21.1% £8.7% 16% D02% 0.1% 184% 0.0% 0.0% 100.0%
3. Input Trade causing in-consistent Trade |dentifiers with Existing Trades 28027 37 3% E05% 50% D08% 00% 47% 00% 00% 100.0%
4. The Original Message Type is required Canada Total 13.9% 728% 1.0% 0.2% 04% 121% 0.0% 0.0% 100.0%
5. The Message Type is required

PFOF;French resolution may lead EU to adopt US-style rules for PFOF German and Czech proposals
would also put kiboshond p n n j t tmjogied bah on the practice; WhenEUmember statesd b adrae
on anew regulation,the USmay be the country to set the direction.

1 The Council of the EUis attempting to resolve a deadlock between member states on whether
retail brokers can be paid to execute their flows with specific platforms. The council, comprising
the elected governments of the F V 127 member states, has been weighing up three sets of
compromises, and is now likely to allow payment for order flow (PFOF)in some form.

On 8 December 2022, the G D B hetv rules for the Appointed Representatives (AR) regime come into
effect. In our previous briefing note covering the G D B Poticy Statement on the updated AR regime we
described5 key areas of change and key steps for principal firms to consider when preparing for the new
regime.

1 As part of the G D B énhanced reporting requirements under the updated AR regime, principal
firms will needto provide information about new and current ARs. The regulator intends to issue
a Section 165 data request in December 2022. Firms should expect to receive this between 8
Decemberand 10 December2022. This will include:

reasons for any appointments;

nature of regulated business;

whether any unregulated business is conducted;

anticipated revenue;

nature of financial arrangements between principal and AR;and
complaints information and whether the AR s part of a group.

The Section 165 data request will go to the Principal User on Connect.
Firms will have until 28 February 2023 to respond.

=A =4 =8 -8 -4 -4 -84


https://www.nortonrosefulbright.com/en-gb/knowledge/publications/aaf47474/spotlight-on-the-appointed-representatives-regime
https://www.fca.org.uk/firms/appointed-representatives-principals
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1 The FCAis committed to improving and strengthening the AR regime. This includes targeted
supervision of principal firms across the whole financial services sector, by a new AR
department.

On 8 December2022, the FCApublished a new webpage concerning the section 165 data request which
it is sending to principal firms asking for more information about their appointed representatives. The
webpage also includes responses to common questions. Principal firms have until 28 February 2023 to
respond to the request.

FCAfines Santander UKA£1OZ.7 million for repeated anti-money laundering failures; The FCAhas fined
Santander UK Plc (Santander) A£107,793,300after it found serious and persistent gaps in its anti-money
laundering (AML) controls, affecting its Business Banking customers. /jIne.ws/3hfZ6kH

FCA issues warning over CFD marketing The UK FCA has warned brokers offering contracts for
difference products that they must be marketed and sold to retail customers fairly, as it said that a
"significant minority" of firms were acting inappropriately. In a letter to regulated companies, the FCAsaid
that there were "inherentconflicts of interest" in the market. Financial Times

Quomply Newsletter: MiFID Pain Points Guide,Webinar Recording, Troubleshooting MiFID;

1 Compliance Becoming More Costly: KPMG & Innovate Finance Report highlights benefits of
increased adoption of RegTech,as demonstrated by Qomply's Use Case

1 WebinarRecording: Representativesfrom the Investment Association, Tradeweb & Kroll discuss
Transaction Reporting Pain Points

1 New Partnership: Quomply Joins London Stock Exchange Group's Regulatory Reporting
Platform Partner Programme

1 Regulatory Conference Round Up: Key Issues & Takeaways from Qomply's 2022 Regulatory

Conference

MIFID Pain Points Free Guide: The Silent Issues in your Transaction Reporting

FIRDSTool Try it for free now

f
f

Russian Arrested In UK Over Suspected Money Laundering; The National Crime Agency said it has
arrested a wealthy Russian businessman and two other men on suspicion of a range of offenses
including money laundering, conspiracy to defraud and conspiracy to commit perjury. Readfull article »

FCA publishes Decision Notices against three bond traders for market manipulation; The FCA has
published Decision Notices given to Diego Urra, Jorge Lopez Gonzalez and Poojan Sheth, three bond
traders, for market abuse. Press ReleasesFirst published: 07/12/2022 Last updated: 07/12/2022

Shamethat the FCApublishedthis just after our monthly compliance meeting.

T Mizuho EGBmarket maker fined 30%of his c. £1.3 Annincome for 2016

1 Relatesto spoofing EurexBTP futures to exit RFQrisk

1 Stillto goto the FCAdZU s j cp\periaps bdd that the determinations are therefore made public
(prejudicial)?

To what extent is policing the Eurexon exchange activities a BAFINmatter?

To what extent is policing the Italian bond market a CONSOBmatter?

Since the spoof size was firm and dealable (i.e.,no credit turned off) matters turns presumably
on thought-policing of the trader intent (c.f. dZG mb t ifar ipstahck)

=a =4 =4


https://www.fca.org.uk/firms/appointed-representatives-principals/section-165-request
https://r20.rs6.net/tn.jsp?f=001bbaMxUMssa8_HpckvNufismZnZSdU1YjGB6WlNFfE4Vht1FY2GrTRKR15rIUUbBUB6ItdyYuDcT277V40L3S1mNtkA-Jt9A3iVMWDwGF8Unb5clMuGERQ4fbmOpVI7yaFM1YtY-dVNnCxLmHxNAhHQ==&c=U5DxtstueYjD32nf8L0bDFlsxOakZ2i2RSzn8e5kld8lMkOOgY7-SQ==&ch=WXxzFlMyC1ta4b7-o4SNNsNONSJHUcxdpoCcaHAqx8xPELmuml3nag==
http://r.smartbrief.com/resp/pMdHBWmgBjDusPbiCidWqYCicNcCom?format=multipart
http://r.smartbrief.com/resp/pMdHBWmgBjDusPbiCidWqYCicNcCom?format=multipart
https://d326yr04.eu1.hubspotlinksstarter.com/Ctc/L0+113/d326yr04/VVBqQ_2LJXGqVTB7sD3WzV7pVVm64t4TdlDLMkNll13lSbNV1-WJV7CgMVcW2lYzHd2nrFxfW22gP1L82bT3DW7fX8tQ6WNHTLW765DBc23zKtbW5XCd8v1tYFDJW9c3DSf3GTxp9W8_Pr746WNS5dN2W5XT1lj1htW7Z4nTN7jhB6LW2fGLxf7LFV0pW6z6XL83sSxMYMqx6wMY1GH_W80mP637tSD5wW6mWrCF2fXv-4W6XYnrp3tfJjbW1Ly37F7dPk4zN6sKr9jchR3PW5SvNkW4DGPMJW2qv-Cg2z0lxvW4bfS-835jdW4W15fPQf4Tfm0NW7BDSrV39wV3b37hR1
https://d326yr04.eu1.hubspotlinksstarter.com/Ctc/L0+113/d326yr04/VVBqQ_2LJXGqVTB7sD3WzV7pVVm64t4TdlDLMkNll13lSbNV1-WJV7CgZfJW9dgCNc4K_3bBW9cH_bN1T-10fW7DMQcr2JD3vnVbpSzf6xNsPVVnL-0w5qcnXDW9dPbLb9gRM78W73zCh14TvPvvW3Zfr3V8J4RRKW3k42zv5x3MBkW5GxwBt93KPgKW62dXHV5HPcWsW6gHBZh3sNNQdW3xfCbY1wbX3xVBQc6p24Cz3GW5CG3sC6347-QN548X0gKHwb5W7GXYSy3_s5_mW1T_rmM3Cwv9ZW1YPvZq444bFMW1lgwL07Xb2XcW6m2mWs6GT98ZW4vz0dt64rvVb3hPq1
https://d326yr04.eu1.hubspotlinksstarter.com/Ctc/L0+113/d326yr04/VVBqQ_2LJXGqVTB7sD3WzV7pVVm64t4TdlDLMkNllk3lSc3V1-WJV7CgZnwW4KgmbQ90gLMJW1JtJH84l4wxdW4C3Ywt58W458W3l0dj87lvV7kMDjyHs-dJhCMmQkKbH8N23W37Vv4t89x0JsW5nbV4L5ykV6XW7cyR2F4PXKqbW60czYm5TwQ3tVbTks53Gw2LQW5fzk9h7yK1q6W4t_00k4qF_m2N5mKCMh6x5hxVKbNxB2C-zqQW348sg45yjB1vW12Dt4N6R8zHwW6-rQ0K1HgtrJVVhY8Y74Zy9HW8NZbn42SwvhKN3dRy1WQhlX3W4zHpTW3rPPdMN6R3Ql6fJshkW4lgg276y15Pm31qN1
https://d326yr04.eu1.hubspotlinksstarter.com/Ctc/L0+113/d326yr04/VVBqQ_2LJXGqVTB7sD3WzV7pVVm64t4TdlDLMkNllk3lSc3V1-WJV7CgBX0W8GrtfZ4djqygW3HdCvC6FbJ3qW6TQNnQ6yC1YfW4V88ts7nKhQBW81FF9C59m00PW2cRJTm1w5ghJW4YT-J31TPFDDMg26bYMtd_FW9m59TS4BfqXTW113S4112GCg5W3LLpGh2b2yxpW2kVc5R6pSf8pW5DCnWn4B84YjW4GXY9n1KsVDHN3y12QTkV9nCW697-YP2px21yW4LBc833M8shTW6DYMfg2ysjzGW16V-g46sL68QW5qxFSv5rKnq5W1V2sz55l4CRmW2p_hk_1Cc2l4W6_jxyN3cNLGwW4SR1gR3qZhZV37f51
https://d326yr04.eu1.hubspotlinksstarter.com/Ctc/L0+113/d326yr04/VVBqQ_2LJXGqVTB7sD3WzV7pVVm64t4TdlDLMkNll13lSbNV1-WJV7CgCH4V-3xB05XWpC2W39z29R1hztlPW1z7vTM586zwXW5k_JYP3jLTv5W1rq50p8ccN_bV3Pyr66J8b8vW3JGYBZ78S-J1W6F1dbG5f97wkVLlgZn5cxyTKW2sHggg4KgBH5W62MCsr5-PF1LW7XYmG13h0knxW7PLv8S3s3kG7W2_dLr57nw5RhN6g30fWM-8wYW7-Gc_39b78VdW2ttCM-5YLpK8W6tp2kG4f79BhW6DkpXx3K6Jr-W6XzcfL4sbKLZW2SNLMY1S-_WzW25FtHh2Gxh0Y385H1
https://d326yr04.eu1.hubspotlinksstarter.com/Ctc/L0+113/d326yr04/VVBqQ_2LJXGqVTB7sD3WzV7pVVm64t4TdlDLMkNllk3lSc3V1-WJV7CgRKRW4gpgm637BRlDW4YlV3J7NghLMW1Lz5rP8C-L1hW6DsQtG5tLmpyW1SjWZf2Sq0QqW3yLv0W3nkyGwW2mwKJV3HpBrXW386QMP957vYwW66SlcM5slFqmW3wc2YW8nSlztN8WShHzgHWkhW3Why1k8xtsQwW7Wmtnn3Y4cklVLK86y3nzkXKW6FYKjz9bFb-GN5ht8plHZbhjW25Bd7Z79q5LcN2r0Yt-nZtz7W1MZ4vd7xhr_jW1gFJcw86kMZbW5Q99cG1JYR6fW6_gNdN6KJ8RwVkMPs97JkYH5VCwFcr28DvSm3mwP1
https://www.law360.co.uk/financial-services-uk/articles/1554966?nl_pk=e7f91e58-6b03-45d4-a605-3913c0743a93&utm_source=newsletter&utm_medium=email&utm_campaign=financial-services-uk&utm_content=2022-12-06&nlsidx=0&nlaidx=1
https://www.law360.co.uk/financial-services-uk/articles/1554966?nl_pk=e7f91e58-6b03-45d4-a605-3913c0743a93&utm_source=newsletter&utm_medium=email&utm_campaign=financial-services-uk&utm_content=2022-12-06&read_more=1&nlsidx=0&nlaidx=1
https://www.fca.org.uk/news/press-releases/fca-publishes-decision-notices-against-three-bond-traders-market-manipulation

European London
‘E \/ “ {\\ Venues & ‘L ‘E ‘B // S Energy

Intermediaries Brokers'

Association Association

1 Matters also turn perhaps on the Primary Dealerstatus of the firm in its ability to make both sides
(c.f. Agent/ Principal arguments)

1 Would be interesting to consider whether the same activities would have been both spotted and
dealt with in the same way had the trades been made in the cash markets, or basis-spread
between the cash and futures A

1 Noting that this is a rare instance where the regulator does not also/instead-of enforce against

the g j sgydtetms and controls (and education)

Noting that this is an early instance where the regulator uses MRT and SMCRclassifications

To what extent is the regulator policing firm-own risk-limits and trading mandates and hedging

n b o e b wdemiAgly quite some way

1 The FCAhas decided to ban Mr Urra, Mr Lopez Gonzalezand Mr Sheth from performing any
functions in relation to regulated activity. The FCA has also imposed fines of £395,000 on Mr
Urraand £100,000 each on Mr Lopez Gonzalezand Mr Sheth.

1 The traders, who worked at Mizuho International Plc at the time, have referred the Decision
Notices to the Upper Tribunal where they and the FCAwill each present their cases.

1 The Tribunal will then determine what, if any, is the appropriate action for the FCAto take, and
will remit the matter to the FCAwith such direction as the Tribunal considers appropriate for
giving effect to its determination and in relation to the prohibition orders, whether to dismiss the
references or remit them to the Authority with a direction to reconsider and reach a decision in
accordance with the findings of the Tribunal.

1 The Us j c vdedision will be made public on its website. Accordingly, the proposed action
outlined in the Decision Notices will have no effect pending the determination of the case by the
Tribunal.

1 TheFCAconsiders that the traders placed large misleading orders for BTP Futures that they did
not intend to execute, giving false and misleading signals and a false or misleading impression
as to the supply or demand of Italian Government Bond futures (BTP Futures) between 1 June
2016 and 29 July 2016. At the same time, they placed small orders which they did intend to
execute on the opposite side of the order book.

1 TheFCAconsiders that the individuals repeated this pattern of deliberate and intentional market
manipulation on a number of occasions and were dishonest.

1 Inthe G D B\ietv, the fines and the bans that it has decided to impose reflect the serious nature

of the breaches set out in the Decision Notices and should act as a deterrent to other market

participants.

There are no other ongoing investigations or actions relating to the trading.

Notes to editors

= =4

= =

The Decision Notices outline the reasons for the G D Bdctions.
Decision Notice for Diego Urra.

Decision Notice for Jorge Lopez Gonzalez

Decision Notice for Poojan Sheth.

PoDNPE

91 During the period 1 June to 29 July 2016, Mr Urra utilised an abusive trading strategy in EGB
futures on the EUREXExchangein Italian Government Bond futures ) dZC®&Wu v sHe tvawld /
place a large sized order on one side of the order book for the purpose of creating the impression
of increased supply or demand, with the objective of assisting the execution of a smaller genuine
order he wished to trade on the opposite side of the order book. For example, if Mr Urra wanted
to buy bond futures, as well as placing a bid for those futures, he would place a large order to sell
bond futures. The purpose of this was to create the impression that there was additional supply
in the market with the aim of encouraging other market participants to sell (thereby increasing
the chances of his buy order being executed).Oncethe smaller genuine order had been executed,
he would cancel the large order.
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https://www.fca.org.uk/publication/decision-notices/diego-urra-2022.pdf
https://www.fca.org.uk/publication/decision-notices/jorge-lopez-gonzalez-2022.pdf
https://www.fca.org.uk/publication/decision-notices/poojan-sheth-2022.pdf
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1 2.4. Furthermore, this same pattern of abusive conduct through the placement of large orders
on the opposite side of the book was also carried out by Mr Urrain concert with Mr Lopez and
Mr Sheth. For example, Mr Urrawould place an order he genuinelywished to trade and Mr Lopez
or Mr Shethwould place a much larger order on the opposite side of the book for the purpose of
creating the impression of additional supply or demand, thus assisting the execution of the
genuine order.

1 2.5. Through the placement of these large misleading orders, Mr Urra and the other Traders
falsely represented to the market an intention to buy or sell when their actual intention was the
opposite. The only purpose of the large orders was to assist the execution of the smaller genuine
orders that the Traders wanted to trade. The abusive trading strategy was such that it was
unlikely the large misleading orders would themselves trade; notably, they were placed away
from the touch (that is, the highest price to buy and the lowest price to sell) and were quickly
cancelled.

1 2.6. This conduct gave false and misleading signals to the market as to demand and supply. It
amounted to market manipulation which since 3 July 2016 has been prohibited by Article 15 of
the Market Abuse Regulation,and until 2 July 2016 was prohibited by section 118(5) of the Act
(the RelevantPeriod straddles the date on which the Market Abuse Regulation came into effect
in the UK).Article 15 of the Market Abuse Regulationand section 118(5) of the Act are equivalent
provisions; section 118(5) refers to dZlfalse and misleadingj n q s f trathemptrahdzg band f
misleading t j h o bumthe_Authority considers that there is no material difference between
those concepts for the purposes of this Notice.

1 2.7. This market manipulation was serious and directly undermined the integrity of the market.
Othermarket participants would likely have altered their trading strategies as a result of the false
and misleading signals given by the large orders. For example, when Mr Urra placed a large buy
order it gave a false signal that there was a material buyer in the market and other buyers,
anticipating that the market was likelyto move higher,would likely act with more urgencyin order
to secure the execution of their buy orders. The same is true in the opposite direction when he
placed large sell orders.

1 2.8.Mr Urrafrequently repeatedthis pattern of abusive conduct during the RelevantPeriod. The
Authority has identified 31 occasions on which he carried it out by himself, and 98 occasions
when he did so acting in concert with Mr Lopez and/or Mr Sheth. Irrespective of which of the
Traders placed the orders on specific occasions, they were each individually responsible for
participating in the abusive trading strategy, which was collaborative and undertaken for a
common purpose.

1 2.9. Mr Urra knew that placing large orders on the opposite side of the book to assist the
execution of other orders he or another Trader genuinely wanted to trade would result in false
and misleading signals to the market. Furthermore, he knew that this would be likely to impact
the trading activities of other market participants. His conduct constituted deliberate,intentional
and repeated market manipulation and was dishonest.

On6 December2022, the Global Foreign ExchangeCommittee (GFXC)issued a press release concerning
its recent video conference meeting where,among other things, it nominated and elected a new Co-Vice
Chair. Also during the meeting GFXCmembers also agreed to commission a Digital Proportionality Tool
for facilitating FX Global Code adherence. This tool to be made publicly available on the GFXCwebsite in
2023, will organise the 55 FX Global Code Principlesbasedonaq b s u j drplejrbtiee €oteign exchange
market with the intention of streamlining the adherence process.

Two newly/recently(?) published REMIT decisions, and a new-look REMIT decisions page at ACER;
ACER'swebsite seems to have been having some technical problems recently. Now that it's back on line,
there's a redesigned page for NRA REMIT decisions. It has added functionality, allowing searches by
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Member State, type of REMITbreach, status (e.g.final, under appeal or with the possibility of appeal)and

decisionyear.
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ACER'sREMIT page now includes a couple of cases that | am sure weren't there before. They
were adopted in March this year, both from Austria, both criminal and both on Article 4. Both
cases involve the late and incomplete publication of inside information. Wien EnergieGmbH and
Verbund Energy4Business GmbH published information about the decommissioning of power
plants two or three weeks respectively after the date of the internal decision. In both cases, the
published notices also gave incorrect information about the nature of the closure. The cases
seem to have been investigated by the Austrian NRA E-Control, and the cases were then
prosecuted before the Vienna Magistrates' Court, which found that the companies had
committed administrative offences. The Courtimposed a fine of U 2 - pliiskosts per director.
These decisions are an interesting illustration of the range of REMIT enforcement mechanisms
-inmany Member States, it is the NRAitself that imposes an administrative penalty, but in others,
like Austria, there is the possibility of criminal enforcement.

The table below gives an overview of decisions and sanctions of REMIT breaches:
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Seizing the opportunity: 5 recommendations for crypto asset related crime and money laundering by
Basel Institute on Governanceand Europol.

agrwbNhE

"Asthe use of _cryptoassets expandsinto practically every country and sector, so does its abuse
to commit new forms of crime and launder criminal proceeds. Yet with the right tools, capacity
and cooperation, the unique characteristics of blockchain-based technologies offer an
unprecedentedopportunity to investigate organised crime and money laundering networks and to
recoverstolen funds."
5 Recommendations:

Break down silos betweendzu s b e jandjdzo s &z op lLWp LJ
Regulatebroadly and make full use of existing laws

Take advantage of the blockchain to disrupt organised crime

Raise crypto literacy through capacity building and clear communication
Increase public-private cooperation


https://www.linkedin.com/feed/hashtag/?keywords=crypto&highlightedUpdateUrns=urn%3Ali%3Aactivity%3A7007652706102169600
https://www.linkedin.com/company/basel-institute/
https://www.linkedin.com/company/europol/
https://www.linkedin.com/feed/hashtag/?keywords=cryptoassets&highlightedUpdateUrns=urn%3Ali%3Aactivity%3A7007652706102169600
https://www.linkedin.com/feed/hashtag/?keywords=blockchain&highlightedUpdateUrns=urn%3Ali%3Aactivity%3A7007652706102169600
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WH Crypto Currently Webinar Series:The T F DOversightof Crypto on December 14; Join us for the third
session in our webinar series addressingthe focus of various governmentagencieson crypto.

Duringthis program, WilmerHaleattorneys Tiffany J. Smith, Michael Mugmon, Matthew Bevilleand Joseph
Tonerwill discuss the SEQ (SEC)oversight of crypto and how this could impact market participants.

The panellists will discuss:

the T F Djurisdiction over crypto assets and intermediaries;

the T F Dfbcus on dzd s zimyvespnedt companies;

recent SECcrypto enforcement actions; and

the actions the SECmay take to further regulate the crypto ecosystem and its participants.

During the webinar, participants will have the opportunity to contribute questions online. CLE

credit will be provided.

About Xj mn f s ICtyftan€urtemntly Webinar Series

0 Thiswebinaris part of a series presented by our Blockchain and Cryptocurrency Working Group,
a cross-disciplinary group of lawyers that helps dynamic companies stay agile and achieve their
goals while mitigating risk and guides established financial institutions as they explore the
potential of blockchain and crypto. Consistent with President C| ed Exécutive Order on
Ensuring Responsible Development of Digital Assets, which calls for a dzx i mfrgbvernment
t u s b dof drypthJthese webinars will address the approaches taken by various government
agencies to regulate crypto, including the Department of Justice, SEC Federal Reserve,Federal
Deposit Insurance Corporation, Office of the Comptroller of the Currency, Department of the
Treasury, Consumer Financial Protection Bureau, Federal Trade Commission and Internal
RevenueService.

0 Webinar Details; Wednesday,December 14,2022 | 1p2 p.m. ET; RSVP
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https://wilmerhalecommunications.com/email_handler.aspx?sid=44ad0b01-de65-4952-87c1-01ccc4315e7b&redirect=https%3a%2f%2fwilmerhalecommunications.com%2f58%2f5453%2flanding-pages%2frsvp.asp&checksum=E9D6B8C4
https://media-exp1.licdn.com/dms/document/C4E1FAQEnVeqsbc2bbg/feedshare-document-pdf-analyzed/0/1670664317522?e=1671667200&v=beta&t=4gQIk0rHR6lbyaYEbJhbKG-m3DTCsfpxiAoIx95X4Q4
https://media-exp1.licdn.com/dms/document/C4E1FAQEnVeqsbc2bbg/feedshare-document-pdf-analyzed/0/1670664317522?e=1671667200&v=beta&t=4gQIk0rHR6lbyaYEbJhbKG-m3DTCsfpxiAoIx95X4Q4

